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Mission Statement

It is Southside’s mission to:
Be the premier financial institution in Texas;

Provide quality value-driven financial products and
services to the local communities the Bank serves,
its businesses and its citizens;

Create a challenging and stimulating work environ-
ment which encourages and develops excellence
and loyalty;

Preserve the Bank’s most important asset, its cus-
tomers, by understanding and providing for their
current and future financial service needs;

Be a responsible citizen and business leader of the
communities the Bank serves;

Maximize the Bank’s sustainable earnings,
retain sufficient capital for growth and provide
shareholders with an acceptable return on their
investment; and

Be flexible to change.

Photos of artwork are taken from the Southside Bank collection.
Bank Chairman and CEO, B.G. Hartley, and his wife Billie, have
spent nearly 40 years assembling a remarkable and rich collection
of Southwest art that includes over 500 works. Selections of these
paintings were recently on display at the Tyler Museum of Art.
Artwork can be seen and enjoyed at most Southside Bank locations.
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=~ B.G. Hartley

Chairman of the Board and
Chief Executive Officer



1o Our Shareholders, Customers & Friends

It is with great pleasure that I report, Southside enjoyed a record year. The year 2008 was one for the his-
tory books, not only for financial institutions and the global economy, but also for Southside. Our results are
the product of decisions made long ago as well as the execution of our traditional banking model. Commu-
nity banks, like Southside, have always been important keys in our nation’s economic growth. Our current
strength gives us an opportunity to play an effective role. We look forward to aggressively aiding the future
successes of the communities we serve.

Key Financial Highlights for 2008:

* Southside reported record net income . . . an increase in net income of
$14 million to $30.7 million . . . an 84% increase;

 Earnings per diluted share increased 83.1%, or $0.98 . . . $2.16 in 2008
compared to $1.18 in 2007,

* Return on average shareholders’ equity of 21.44% . . . an increase from 14.05% in 2007;
 Cash dividends annualized, increased 26.12% . . . cash dividends uninterrupted since 1970;
* Organically increased capital to $160.6 million . . . a 21.4% increase;

* Deposits, net of brokered deposits, increased $118.6 million, or 8.5%; and

¢ Solid loan growth . .. an increase of $61.3 million, or 6.4%.

Many institutions found 2008 to be a year to question long-held beliefs and methodologies. The events of
2008, however, strengthened our confidence in our traditional banking model and balance sheet strategies.
Rather than be victimized by the tremendous volatility and credit events, we found ourselves in a position to
build long-term franchise value. We are fortunate to have marked this turbulent year by internally building
our capital and strategically growing our balance sheet, as well as producing record net income. Our success
in 2008 positions us to partner effectively in our market areas as we deal with current and future economic
conditions.

In order to continue this process, your board of directors is asking that you approve two proposals included
in this year’s proxy. The first, the authority to authorize additional common stock, grants the board a degree
of flexibility in this rapidly changing landscape. The second proposal, the incentive plan, will not only allow
Southside the ability to attract and retain key employees but will also better align their interests with those of
the shareholders. Providing your board these two valuable tools will greatly enhance our ability to continue to
deliver favorable results to our shareholders. Creating superior returns for our shareholders will always be our
principal objective. To that end, we are committed and well positioned.

During the year, we deliberately chose to grow our balance sheet, taking advantage of the attractive econom-
ics of financial intermediation. Asset growth consisted primarily of U.S. agency mortgage-backed securities,
Texas Permanent School Fund guaranteed municipal securities and loan growth, funded by deposit growth and
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1o Our Shareholders, Customers & Friends (continued)
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adjustments are needed, I have every confidence these
teams will meet those challenges. We are well aware of the current precarious economic environment and are
managing the bank with that in mind. With the level of continuity and depth of our management team, we at
Southside are looking ahead with optimism in these demanding times.

Southside’s investment in our franchise continues. During 2009 we plan to install a new core banking system.
This significant investment should allow us to improve productivity, conduct business more efficiently and
provide our customers an enhanced banking experience. Our branch expansion has been a story of investment,
growth and positioning for future success. We attribute our growth and success to many things, not the least
of which is the fact that we are fortunate to operate in Texas. During 2009, we plan to open a new full service
branch in Gresham, Texas, replacing our current loan production office there.

We remain focused on the four cornerstones we consider critical to Southside’s success — the communities we
serve . . . our customers . . . our banking professionals . . . and you, our shareholders. This focus permeates
everything we do, serving as the basis for our actions. The better we serve our customers and communities,
the greater the potential long-term return for our shareholders. Thank you for the trust you have placed in
Southside, and for your continued support, which has always been the integral part of our success.

B.G. Hartley

Chairman of the Board and Chief Executive Officer
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Directors of Southside Bancshares, Inc.

Front Row, Left to Right:
Joe Norton, Sam Dawson, B.G. Hartley, Robbie N. Edmonson, Alton Cade

Back Row, Left to Right:
Herbert C. Buie, William Sheehy, Paul W. Powell, Michael D. Gollob, Melvin B. Lovelady



Officers of Southside Bancshares, Inc.

B. G. Hartley Julie Shamburger, CPA Anne Martinez
Chairman of the Board and Senior Vice President Vice President and Loan Review
Chief Executive Officer and Controller

Judith Tucker
Sam Dawson Vonna Crowley Assistant Vice President
President and Secretary Vice President and Compliance

Robbie N. Edmonson Susan Hill

Vice Chairman of the Board ~ Vice President and
Assistant Secretary - Investor

Jeryl Story Relations

Executive Vice President

Lee R. Gibson, CPA
Executive Vice President and
Chief Financial Officer

James F. Deakins
Senior Vice President
and Loan Review

Sandi Hegwood, CPA
Senior Vice President
and Auditor
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Southside Bancshares, Inc. Financial Highlights

(dollars in thousands, except per share data)

December 31,

2008 2007
Cash and cash equivalents $ 66,774 $ 76,004
Securities 1,504,132 1,049,840
Loans 1,022,549 961,230
Allowance for loan losses 16,112 9,753
Total assets 2,700,238 2,196,322
Demand deposits 390,823 357,083
Interest bearing deposits 1,165,308 1,173,408
Total deposits 1,556,131 1,530,491
Total liabilities 2,539,149 2,063,496
Total shareholders’ equity 160,617 132,328
Years Ended December 31,
2008 2007 2006
Total interest income $ 136,176 $ 105,741 $ 96,952
Total interest expense 60,363 61,863 55,284
Net interest income 75,813 43,878 41,668
Provision for loan losses 13,675 2,351 1,080
Total noninterest income 40,302 26,418 23,481
Total noninterest expense 60,494 47,285 44,967
Net income 30,696 16,684 15,002
Earnings per share - basic $ 2.21 $ 1.22 $ 1.11
Earnings per share - diluted $ 2.16 $ 1.18 $ 1.07
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Providence Park Center

As the demand for senior living alternatives
grows, Southside Bank was pleased to be
involved in the development of Providence
Park of Tyler. Providence Park is a charm-
ing, lifestyle community that provides re-
habilitation and skilled nursing care. With
beautiful decor, exceptional dining, and
wellness programs, this facility is intended

to assist residents in many ways.
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Fountain Plaza

Businesses have looked to Southside Bank
for nearly 50 years for their financing needs.
Lee, Lang, & Walters Partnership turned to

Southside when developing Fountain Plaza.

This 18,000 sq. ft. commercial office project
Is located in the growing town of Lindale,
located north of Tyler. Southside Bank has
two locations in Lindale to serve the

community as it continues to develop.




St. Mary Magdalene Church

=
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Southside was there to provide financing for
St. Mary Magdalene Church’s education
building and administrative offices. Located
in Flint, the 2-story, 21,700 sq. ft. facility
was built to accommodate the increasing

needs of this growing congregation.
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Eye Care Associates of East Texas

With financing from Southside Bank, Eye
Care Associates of East Texas increased its
capacity to serve its patients with this new
facility in Athens. The new satellite office

is located in the medical district and has a

full-time optometrist and optical shop.
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Board of Directors

Lawrence L. Anderson,
M. D.*
Physician

Hoyt N. Berryman, Jr.*
Oil and Gas Investments

Peter M. Boyd*
President
South Broadway Branch

Robert Y. Brown, Jr.*
Robert Y. Brown Architects, Inc.

Herbert C. Buie
President
Tyler Packing Co., Inc.

Alton Cade
Retired
Cade Building Materials

Jane Hartley Coker*
Executive Vice President

Sam Dawson
President and Chief Operating
Officer

Robbie N. Edmonson
Vice Chairman of the Board

John (Bob) Garrett*
President
Fair Oil Company

Lee R. Gibson, CPA
Executive Vice President
and Chief Financial Officer

Michael D. Gollob, CPA
CPA - Retired

George T. Hall*
Executive Vice President

B. G. Hartley
Chairman of the Board and
Chief Executive Officer

Randal R. Hendrix*
Executive Vice President

* Advisory Directors

Melvin B. Lovelady, CPA
Investments
Financial Planning

Joe Norton
President
Norton Companies

Paul W. Powell
Dean Emeritus
Truett Theological Seminary

William Sheehy
Attorney - Retired

Preston L. Smith*
PSI Production, Inc.

William C. Smyth, M. D.*
Physician - Retired

Jeryl Story
Senior Executive
Vice President

Don Thedford*
Don’s TV & Appliance, Inc.

Lonny R. Uzzell*
Executive Vice President

John F. Walker, M. D.*

Physician

H. Andy Wall*
Banker - Retired

John B.White, I1T*

Investments
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B. G. Hartley

Chairman of the Board and Chief Executive Officer

Sam Dawson

President and Chief Operating Officer

Robbie N. Edmonson

Vice Chairman of the Board

Jeryl Story

Senior Executive Vice President

Lee R. Gibson, CPA

Executive Vice President and Chief Financial Officer

President - South Broadway Branch

Peter M. Boyd

Executive Vice Presidents

Tim Alexander

Bill Clawater

Jane Hartley Coker
George T. Hall
Kathy Hayden, CPA
Randal R. Hendrix

Senior Vice Presidents

Doug Bolles

Raymond W. Cozby, 111
Pam Cunningham

Jon Carole Gilbreath
Lauren Glass

Zelton Harvey

Frank Jansen

Ron Marshall

Vice Presidents
Greg Adcock
Susan Ashley
Tonya Boyd, CPA
David Braswell, CPA
Ann Marie Brown
Judy Clark

Suni Davis, CPA
Myra Everhart
Jerry Fridie

Jay Graham
Jammie Griffin
Susan Hill

Carole Jones

Stephen T. Manley
Brian McCabe

Julie Shamburger, CPA
Lonny R. Uzzell

Cayla Washburn

Keith Miller
Jack Peppard
James Sheridan
Greg Sims
Sheri Sims
Gay Smith

Jim Wood

Jody Kea

Jill Kinsley
Brian Merritt
Kim Page

April Pugh, CPA
Debra Rutledge
James E. Shaw
Trudy Smith
William T. Teten
Jay Tucker

Joi Wiley

Don Wolfe



Assistant Vice Presidents

Jeremy Ables

Kim Borrelli

Julie Brown
Sandy Cain

Jason Cathey
Mitchell Craddock
Cindy Davis
Nancy Davis, CPA
Dianne Gibson
Robin Goode
Connie Hayati
Johnna Hutchins

Banking Officers
Benita Branham
Kay Butts

Tana Caskey

Rosie Esparza
Marilyn Evans
Donna Farmer
Mary Fletcher

Operations Officers
Letishia Cross
Pat Garrett

Longview

Mike F. Northcutt
W. Larry Martin
Mel Reynolds, CPA
Anthony W. Fail
Terrie Timmons
Michael Purifoy
Stephanie Shirley

Lindale
H. Barham Fulmer, II
Shirley Irwin

Sue Summerville-Becker

Sallie Black
Judie Gibson
Wendy Holder

Whitehouse
Glen Greeney
Charleta Burton
Cindy Miller

Kim Irvin

Marilyn Johnson
Glenda Malone
Arianne McEachern
Tracie Murlin
Linda Nelson

Kim Partin

Amanda Reagan, CPA
Leigh Ann Rozell
Greg Simpkins
Terri Stoffregen

Maria Hanes
Ginger Hines
Peggy Pope

Jeff Quesenberry
Brandy White
Elizabeth Wright
Kristy Zea

Donna Glover

President - Longview Branch

Senior Vice President
Senior Vice President
Vice President
Assistant Vice President
Assistant Vice President
Banking Officer

Senior Vice President
Vice President
Assistant Vice President
Banking Officer
Banking Officer
Operations Officer

Senior Vice President
Assistant Vice President
Assistant Vice President

Jacksonville

Bruce Mehlenbacher

Bobbie Durham

Gresham
Brad Sims

Gun Barrel City
Ralph Fortner
Jeremy Millar

Senior Vice President
Banking Officer

Senior Vice President

Vice President
Vice President

Retail Banking Division

Doreen Sweeney
Kim Colquitt
Patty Rivers
Terry Henderson
Lynn Kenney
Kelsey Lade
Amy Saenz
Gordon Roberts
Andrea Baker
Jay Abercrombie

Ft. Worth Main
David Geeslin
Faye Bond
Barbara Burns
Brenda Grissom

Ft. Worth West
Wendy Barber
Dee Chilson

Arlington
Robyn Larson
Mary Johnston
Terri Jobe
Chase Arber

Austin
Hunter Maloy
Lisa Mellors

Sr.Vice President, Retail Banking Div. Coord.
Vice President, Regional Sales Manager
Asst.Vice President and Branch Manager
Asst.Vice President and Branch Manager
Asst.Vice President and Branch Manager
Asst.Vice President and Branch Manager
Asst.Vice President and Branch Manager
Asst.Vice President and Branch Manager
Asst.Vice President and Branch Manager
Asst.Vice President and Branch Manager

President, Ft.Worth - Arlington Market
Executive Vice President

Vice President

Vice President

Vice President
Assistant Vice President

Vice President
Vice President
Banking Officer
Banking Officer

Vice President
Banking Officer

Metroplex Commercial Banking Group

Steve Israel
Jeff Bacot
Chris Westphal
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Executive Vice President
Senior Vice President
Vice President









