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The following is a summary of the principal risks that could adversely affect our business, operations and financial results.
Risks Relating to Our Operations * New lines of business, new products and services, or strategic project initiatives, or new
partnerships may subject us to additional risks. « We are subject to certain risks in connection with our use of technology. ¢ To
the extent we acquire other banks, bank branches, other assets or other businesses ysueh-as-the-DeepstackAequisttion-, we may
be negatively impacted by certain risks inherent with such acquisitions. ¢ If we fail to comply with the applicable requirements
of the payment card networks or NACHA, we could be fined, suspended or have our registrations terminated. « Fraud by
merchants or others could adversely affect our business, and our merchants may be unable to satisfy obligations, including
chargebacks, for which we may also be liable. « We face stgnifteantoperational risks , including fraud and loss due to
execution errors, data processing and technology errors . < Our enterprise risk management framework may not be effective
in mitigating risk and redueing-the-petential-for-losses. * Managing reputational risk is important to attracting and maintaining
clients, investors and employees. * We depend on key management personnel. « We rely on numerous external vendors. * We
have a net deferred tax asset that may er-may-not be fully realized. « Our level of indebtedness could adversely affect our
ability to raise capital and meet our debt obligations. Risks Related to Credit and [nterest Rate and-CreditRisks— [f actual
losses on our loans exceed our estimates used to establish our allowance for credit losses, our business, financial condition , and
profitability may suffer. « There are risks associated with our lending activities, and our allowance for credit losses may be
insufficient . » Our business and operating results could be adversely affected by the political environment and
governmental flscal and monetary pollcles e Our busmess may be adversely affected by dlﬁrcult economrc condmons 5

fesul-ts—e—f—eper&t-teﬁs— Our bus1ness may be adv ersely dﬂected by credlt risk assomated with reudentlal property and dechnlng
property values. ¢ Our loan portfoho possesses increased rlsk due to our level of adjustable rate loans. * Our underwrltlng

-rnefeased-lend-rng—ﬂs-le‘—f{epayment of our CommercraI and 1ndust11a1 loans is often dependent on the Cash ﬂows of the
borrower, which may be unpredlctdble and the Collateral securmo these 10ans may not be suﬁlment to repay the loan ithe

mortgage market conditions Could have a material adverse impact on our business —resu-lts—ef—epeﬁr&eﬁs,—ﬁﬂanetal—eeﬂd-rﬁeﬂ—ef

Heuidity-. « Any breach of representations and warranties made by us to our residential mortgage loan purchasers or credit
default on our loan sales may require us to repurchase such loans. * Credit nnpalrment in our 1nvestment securities portfoho
could resultintosses-and-adversely affect our continuing oper ations - S
pertterrofourassets- » Our income property loans y
principal amounts than other loans and repayments of these 10ans may be dependent on factors outside our control or the control
of our borrowers. ¢ Our business is subject to interest rate risk and Vdnatlons in interest rates may hurt our profits. Hneerta-mt'y
A reduction in our credit relating--- ratings could G G
affect us-our access to capital and could increase our cost of funds. * We have a number of large credit relatlonshlps and
individual commitments . Funding and Liquidity Risks « We may not be able to develop and maintain a strong core deposit
base or other low cost funding sources. ¢ Liquidity risk could impair our ability to fund operations and jeopardize our financial
condition . » Problems encountered by, or adverse news concerning, other financial institutions may adversely affect
financial and capital markets generally as well as the Bank. « We are subject to regulatory capital requirements, which
could be made more stringent by our regulators.  The FRB may require us to commit capital resources or take other
action to support the Bank . + We may elect or be compelled to seek additional capital in the future, but that capital may not be
aVallable when it is needed or on dcceptdble terms. * Our holdrng Company relies on dividends fron] the Bank for substantlally

perate in a hlghly regulated environment dnd our bus1ness, operations and income

may be adversely affected by changes in laws, rules and regulations governing our operations . *» We are a party to a variety of
litigation and other actions. « Changes in federal, state or local tax laws, or audits from tax authorities, could negatively
affect our financial condition and results of operations. * Failure to comply with applicable laws or regulations, or to
satisfy our regulators’ supervisory expectations, could subject us to supervisory or enforcement action. * Non-
compliance with laws and regulations could result in fines or sanctions or operating restrictions . © We are subject to
federal and state fair lending laws, and failure to comply with these laws could lead to material penalties. * Nern-We are subject
to a wide range of laws related to anti - eomptianee-with-laws-money laundering, economic sanctions, and regulations
preventlon of ﬁnanclal crlme, whlch could increase resultin-fines-or-our sanetions-costs or subject eperatingrestrietions—

v v v atfeet-us to significant penalties . Risks Relating to External
Factors and Mar kets a-nd—E—xternal—E—veﬁts— Gl-l-mate—There is uncertalnty surroundlng potentlal legal regulatory and policy
eha-nge—changes by new pres1dent1al admlmstratlons in eotd

busrness—Unlted States that may dlrectly affect financial 1nst1tutlons and the global economy . * Our financial condition and



results of operations are dependent on the national and local economy and a —palﬁeu-l&ﬂy—tn—t-he—Baﬂés—maﬂéet—afeas—A

worsening in economic conditions in the market areas we serve may impact our earnings adversely and-eoutd-nerease-the-eredit
risk-ofourloanportfolio-. + We are subject to risk arising from the soundness of other financial institutions and counterparties. *

Strong eompetltron w1th1n our market areas may limit our growth and proﬁtabrllty —‘-Gur—bustness-emi-}d—b&ﬂega-twely—a-ffeeted

pﬂee—e#eur—eenﬂﬂen—steel& The foregomg summary of rrsks should be read in conjunctron Wrth the more detarled Risk F actors
below and is not an exhaustive summary of all risks facing our business. From time to time, we may seek to implement new
lines of business or offer new products and services within existing lines of business. There are substantial risks and
uncertainties associated with these efforts, particularly in instances where the markets are not fully developed. In developing
and marketing new lines of business and / or new products and services, we may invest significant time and resources. Initial
timetables for the introduction and development of new lines of business and / or new products or services may not be achieved,
and price and profitability targets may not prove feasible, which could in turn have a material negative effect on our operating
results. New lines of business and / or new products or services also could subject us to additional regulatory requirements,
increased scrutiny by our regulators and other legal risks. Additionally, from time to time we undertake strategic project
initiatives, including but not limited to, payment processing, investment in technology, process improvement, client experience
and fintech partnerships or acquisitions, such as our Deepstack Acquisition. Significant effort and resources are necessary to
manage and oversee the successful completion of these initiatives. These initiatives often place significant demands on a limited
number of employees with subject matter expertise and management and may involve significant costs to implement as well as
increase operational risk as employees learn to process transactions under new systems. The failure to properly execute on these
strategic initiatives could adversely impact our business and results of operations. Increasingly, community banks, including the
Bank, are partnering with fintech providers to distribute or market etrtheir products and services. Bank regulators have, and
may in the future, hold banks responsible for the activities of these fintech companies, including in respect of bank secrecy act or
anti- money laundering matters, or may take the view that these relationships present safety and soundness issues. Our eybet-
seeurity-cybersecurity measures may not be sufficient to mitigate losses or exposure to cyber- attack or cyber theft.
Communications and information systems are essential to the conduct of our business, as we use such systems to manage our
client relationships, our general ledger and virtually all other aspects of our business as well as process customer and merchant
payments via the Deepstack platform. Our operations rely on the secure processing, storage, and transmission of confidential
and other information in our computer systems and networks. Although we take protective measures and endeavor to modify
them as circumstances warrant, the security of our computer systems, software, and networks are vulnerable to breaches,
unauthorized access either directly or mdlrectly through our Vendors misuse, computer viruses, or other mahelous code and
other types of cyber- attacks.
COHD—19pandemte—If one or more of these events occur, this could Jeopardrze our chents eonﬁdentral and other 1nformat10n
that we process and store, or otherwise cause interruptions in our operations or the operations of our clients or counterparties. In
addition, the U. S. banking regulatory agencies recently adopted a rule requiring us to notify the FRB within 36 hours of any
significant computer security incident, and in Mareh-July 2622-2023 , the SEC propesed-adopted ncw rules that svenldrequire
reporting on Form 8- K of material cybersecurity incidents. Several states and their governmental agencies also have adopted or
proposed cybersecurity laws. Privacy laws in the State of California and the State of Colorado , for example, require regulated
entities to establish measures to identify, manage, secure, track, produce, and delete personal information. The occurrence of
cyber- attacks may require us to expend significant additional resources to modify our protective measures or to investigate and
remediate vulnerabilities or other exposures, and we may be subject to litigation and financial losses that are either not insured
against or not fully covered through our current insurance policies. If a cyber- attack succeeds in disrupting our operations or
disclosing confidential data, we could also suffer significant reputational damage in addition to possible regulatory fines or
client lawsuits. We provide internet banking services to our clients which have additional cyber risks related to our client’ s
personal electronic devices and electronic communication. Any compromise of personal electronic device security could
jeopardize the confidential information of our clients (including user names and passwords) and expose our clients to account
take- overs (“AFO--and the possibility for financial crimes such as fraud or identity theft and deter clients from using our
internet banking services. We rely on and employ industry- standard tools and processes to safeguard data. These precautions
may not protect our systems from future vulnerabilities, data breaches or other cyber threats. Losses due to unauthorized account
activity could harm our reputation and may have a material adverse effect on our business, financial condition, results of
operations , and prospects. Our security measures may not protect us from systems failures or interruptions. While we have
established policies and technical controls to prevent or limit the impact of systems failures and interruptions, there are no
absolute assurances that such events will not occur or that the resulting damages will be adequately mitigated. We rely on
communications, information, operating and financial control systems technology from third party service providers, and we
may suffer an interruption in those systems. We outsource certain aspects of our data processing and operational functions to
third party service providers. If our third party service providers encounter difficulties, or if we have difficulty in communicating
with them, our ability to adequately process and account for transactions could be affected, and our business operations could be
adversely impacted. The occurrence of any systems failure or interruption could damage our reputation and result in a loss of
clients and business, could subject us to additional regulatory scrutiny, or could expose us to legal liability. Any of these
occurrences could have a material adverse effect on our financial condition and results of operations. We rely heavily on third
party service providers for much of our communications, information, operating and financial control systems technology,
including our online banking services and data processing systems. We rely on third party service providers to help ensure the
confidentiality of our client information and acknowledge the additional risks these third parties expose us to. Third party
service providers may experience unauthorized access to and disclosure of our consumer or client information or result in the




destruction or corruption of Company information. In addition, we are exposed indirectly through our third party service
providers who may experience their own cyber breach and as a result compromise our data and / or lead to service interruptions.
Any failure or interruption, or breaches in security, of these systems could result in failures or interruptions in our client
relationship management, general ledger, deposit, loan origination and servicing systems, thereby harming our business
reputation, operating results , and financial condition. Additionally, interruptions in service and security breaches could lead
existing clients to terminate their banking relationships with us and could make it more difficult for us to attract new banking
clients in the future. To the extent we acquire other banks, bank branches, other assets or other businesses, such as the
Merger and the Deepstack Acquisition, we may be negatively impacted by certain risks inherent with such acquisitions.
Acquiring other banks, bank branches, other assets or other businesses involves various risks, including the risks of incorrectly
assessing the credit quality of acquired assets, encountering greater than expected costs of integrating acquired banks, branches
or businesses, or in the development of technology platforms, the risk of loss of clients and / or employees of the acquired bank,
branch or business, executing cost savings measures, not achieving revenue enhancements and otherwise not realizing the
transaction’ s anticipated benefits. We continue to face these risks in connection with the recently completed Merger Beepstaek
Aequisitiorr. Our ability to address these matters successfully cannot be assured. There 1s-are also therisk-thattherequisite
regulatory risks in connection with acquisitions, including remaining in good standing with existing regulatory bodies or
receiving any necessary pre- closing or post- closing approvals ﬂﬂght—ﬂet—be—feeetved- as well as bemg sub]ect to new
regulators with oversight over and-- an acquired business ofrdition
saﬁs-ﬁed—dtrﬂng—ﬂae—aﬁtetpafed—&me&ames—eﬁ&t—aﬂ— In addition, pursulng an acqulsltlon may dlvert resources or management s
attention from ongoing business operations, may require investment in integration and in development and enhancement of
additional operational and reporting processes and controls, and may subject us to additional regulatory scrutiny. To finance an
acquisition, we may borrow funds, thereby increasing our leverage and diminishing our liquidity, or raise additional capital,
which could dilute the interests of our existing stockholders. Acquiring other banks, bank branches, other assets or other
businesses, such as the Merger DeepstackAequisition, also invetve-involves risks associated with integration, which may
cause us to not fully realize the benefits of an acquisition. The success of any such transaction will depend on, among other
things, our ability to combine and integrate the acquired assets or business into our business. If we are not able to successfully
achieve this objective, the anticipated benefits of the transaction may not be realized fully, or at all, or may take longer to realize
than expected. The integration process for an acquisition will likely result in the diversion of management’ s time on
integration- related issues and could result in the disruption of our business. These transition matters could have an adverse
effect on us for an undetermined amount of time after the completion of any acquisition. If we fail to comply with the applicable
requirements of the payment card networks or NACHA, they could seek to fine us, suspend us or terminate our registrations.
Our subsidiary, Deepstack, offers payment processing solutions to clients. In order to provide our payment processing services,
we are registered with Visa and Mastercard and other networks as members or service providers for purposes of conducting
merchant acquiring and interacting with the applicable payment networks. As such, we are subject to these payment card and
other network rules. If we fail to comply with these rules, we could be fined, and our membership registrations or certifications
could be suspended or terminated. The termination of our registrations or our membership or our status as a service provider or a
merchant processor, could limit our ability to provide merchant acquiring or transaction processing services to clients and could
have a material adverse effect on our business, financial condition , and results of operations. If a merchant or client fails to
comply with these rules, it could be subject to a variety of fines or penalties levied by the payment card associations or other
networks. If we cannot collect the amounts from the applicable client or merchant, we may have to bear the cost of the fines or
penalties, resulting in lower earnings for us. In addition, changes to the networks' rules or how they are interpreted, including
those that increase the cost of doing business or that would impair our registrations or otherwise limit our ability to provide
transaction processing services to merchants, could have a significant impact on our business, financial condition , and results of
operations. We maintain business relationships with certain independent sales organizations that act as intermediaries in
providing our merchant acquiring services that may expose us to losses. These independent sales organizations may engage in
activities such as merchant acquiring, soliciting merchants and other clients and client service, among other activities. We face
risks related to our oversight and supervision of these independent sales organizations, as well as to the reputation and financial
viability of the independent sales organizations with which we do business. Any failure by us to appropriately oversee and
supervise our independent sales organizations could damage our reputation, result in regulatory or compliance issues, result in
third party litigation, and cause financial losses to us. In connection with our merchant acquiring and payment processing
business, we face potential chargeback liability for fraudulent payment transactions initiated by merchants or others. In the
event a transaction dispute between a cardholder and a merchant is not resolved in favor of the merchant, the transaction is
normally charged back to the merchant and the purchase price is refunded to the cardholder. If we are unable to collect such
amounts from the merchant, either due to their refusal, closure, bankruptcy, or otherwise, we are responsible to the card issuing
bank for the amount of the refund paid to the cardholder. Failure to effectively manage these risks and prevent fraud could
increase our chargeback liability or other liabilities due to merchant failures. Increases in chargebacks or other liabilities not paid
by our merchants could have a material adverse effect on our business, financial condition , and results of operations . We face
significant operational risks, including fraud and loss due to execution errors, data processing and technology errors .
We operate many different financial service functions and rely on the ability of our employees, third party vendors and systems
to process a significant number of transactions. Operational risk is the risk of loss from operations, including fraud by employees
or outside persons, employees’ execution of incorrect or unauthorized transactions, data processing and technology errors or
hackmg and breaches of internal control systems EPhese-Our enterprlse risks— rlsk management framework may not be have
v oraifd eet-effective as-aresult-of-in
mltlgatlng rlsk and reduclng the potentlal for losses GG¥PD——1—9—paﬂdeﬂﬂe— Our enterprlse risk management framework




seeks to mitigate risk and loss to us. We have established comprehensive policies and procedures and an internal control
framework designed to provide a sound operational environment for the types of risk to which we are subject, including credit
risk, market risk (interest rate and price risks), liquidity risk, operational risk, compliance risk, strategic risk, and reputational
risk. However, as with any risk management framework, there are inherent limitations to our current and future risk management
strategies, including risks that we have not appropriately anticipated or identified. In certain instances, we rely on models to
measure, monitor and predict risks. However, these models are inherently limited because they involve techniques, including the
use of historical data in some circumstances, and judgments that cannot anticipate every economic and financial outcome in the
markets in which we operate, nor can they anticipate the specifics and timing of such outcomes. There is no assurance that these
models will appropriately capture all relevant risks or accurately predict future events or exposures. Accurate and timely
enterprise- wide risk information is necessary to enhance management’ s decision- making in times of crisis. In addition, our
businesses and the markets in which we operate are continuously evolving. We may fail to fully understand the implications of
changes in our businesses or the financial markets or fail to adequately or timely enhance our enterprise risk framework to
address those changes. If our enterprise risk framework is ineffective, either because it fails to keep pace with changes in the
financial markets, regulatory requirements, our businesses, our counterparties, clients or service providers or for other reasons,
we could incur losses, suffer reputational damage or find ourselves out of compliance with applicable regulatory or contractual
mandates. Threats to our reputation can come from many sources, including adverse sentiment about financial institutions
generally, unethical practices, employee misconduct, failure to deliver minimum standards of service or quality, compliance
deficiencies, regulatory investigations, marketplace rumors and questionable or fraudulent activities of our clients. We have
policies and procedures in place to promote ethical conduct and protect our reputation. However, these policies and procedures
may not be fully effective and cannot adequately protect against all threats to our reputation. Negative publicity regarding our
business, employees, or clients, with or without merit, may result in the loss of clients, investors and employees, costly
litigation, a decline in revenues and / or increased governmental oversight. If the public perception of financial institutions
remains negative, then our reputation and business may be adversely affected by negative publicity or information regarding our
business and personnel, whether or not accurate or true. Such information has in the past and may in the future be posted on
social media or other Internet forums or published by news organizations and the speed and pervasiveness with which
information can be disseminated through these channels, in particular social media, may magnify risks relating to negative
publicity. Our success will, to a large extent, depend on the continued employment of our key management personnel. The
unexpected loss of the services of any of these individuals could have a detrimental effect on our business. Although we have
entered into employment agreements with our Chief Executive Officer and our Chief Financial Officer, no assurance can be
given that these individuals, or any of our key management personnel, will continue to be employed by us. The loss of any of
these individuals could negatively affect our ability to achieve our business plan and could have a material adverse effect on our
results of operations and financial condition. In addition, if we are not able to successfully combine and integrate the senior
management teams of the Company and legacy PacWest following the Merger, our business, operations and financial
results may be adversely affected. We rely on numerous external vendors to provide us with products and services necessary to
maintain our day- to- day operations. Accordingly, our operations are exposed to risk that these vendors will not perform in
accordance with the contracted arrangements under service level agreements. The failure of an external vendor to perform in
accordance with the contracted arrangements under service level agreements because of changes in the vendor' s organizational
structure, financial condition, support for existing products and services or strategic focus or for any other reason, could be
disruptive to our operations, which in turn could have a material negative impact on our financial condition and results of
operations. We also could be adversely affected to the extent such an agreement is not renewed by the third party vendor or is
renewed on terms less favorable to us . In addition, our use of third party vendors is subject to increasingly demanding
regulatory requirements and attention by our regulators. Regulations require us to perform due diligence, ongoing
monitoring and control over our third party vendors and other ongoing third party business relationships. We expect
that our regulators will hold us responsible for deficiencies in our oversight and control of our third party relationships
and in the performance of the parties with which we have these relationships. As a result, if our regulators conclude that
we have not exercised adequate oversight and control over our third party vendors or other ongoing third party business
relationships or that such third parties have not performed appropriately, we could be subject to enforcement actions,
including civil money penalties or other administrative or judicial penalties or fines as well as requirements for customer
remediation, any of which could have a material adverse effect our business, financial condition, or results of operations .
We have a net DTA and cannot assure that it will be fully realized. Deferred tax assets and liabilities are the expected future tax
amounts for the temporary differences between the carrying amounts and the tax basis of assets and liabilities computed using
enacted tax rates. If we determine that we will not achieve sufficient future taxable income to realize our net deferred tax asset,
we are required under GAAP to establish a full or partial valuation allowance. If we determine that a valuation allowance is
necessary, we are required to incur a charge to operations. We regularly assess available positive and negative evidence to
determine whether it is more likely than not that our net deferred tax asset will be realized. Realization of a deferred tax asset
requires us to apply significant judgment and is inherently speculative because it requires estimates that cannot be made with
certainty. As of December 31, 2022-2023 , we had a net DTA of $ 58-739 . 5-1 million. For additional information, see Note 43
—16. Income Taxes of the Notes to Consolidated Financial Statements included in Item 8. RisksRelated-We have suffered
significant losses from the balance sheet repositioning and may suffer significant losses from future asset sales. In
connection with the Merger, legacy Banc of California, legacy Pacific Western Bank and the combined company sold
approximately $ 6. 1 billion in assets as part of the balance sheet repositioning strategy, comprised of (i) $ 2. 7 billion of
Pacific Western Bank’ s securities portfolio, which included agency commercial mortgage- backed securities, agency
collateralized mortgage obligations (“ CMO ”), treasury bonds, municipal bonds, and corporate bonds, (ii) $ 1. 3 billion



of Banc of California’ s securities portfolio, which included agency mortgage- backed securities, CMOs, and bonds, (iii)
the forward sale of $ 1. 5 billion book value of Banc of California’ s single- family residential ("' SFR') mortgage
portfolio and (iv) $ 673 million book value of Banc of California’ s multi- family residential mortgage portfolio. Some of
these assets were sold at significant losses. In a short period of time, we were able to complete our planned asset sales
effecting our initial balance sheet repositioning strategy. We will continue to evaluate all available options as we seek to
optimize our balance sheet. Depending on the existence of various potential buyers and competitive prices, we may sell
assets at a significant loss, which could affect our financial condition and results of operations. In connection with the
Merger the Company' s outstanding debt obligations increased, and the combined company' s level of indebtedness
following the completion of the Merger could adversely affect the combined company' s ability to raise additional capital
and to meet its debt obligations. After the closing of the Merger, at December 31, 2023, the Company had outstanding
indebtedness in the amount of approximately $ 3. 8 billion. Our existing indebtedness, together with any future
incurrence of additional indebtedness, could have important consequences for our creditors and stockholders. For
example, it could: ¢ limit our ability to obtain additional financing for working capital, capital expenditures, debt service
requirements, acquisitions and general corporate or other purposes; * restrict us from making strategic acquisitions or
cause us to make non- strategic divestitures; ¢ restrict us from paying dividends to our stockholders; ¢ increase our
vulnerability to general economic and industry conditions; and * require a substantial portion of cash flow from
operations to be dedicated to the payment of principal and Interestinterest Rate-on our indebtedness, thereby reducing
our ability to use cash flows to fund our operations, capital expenditures and future business opportunities. If actual
losses on our loans exceed our estimates used to establish our allowance for €redit-credit losses, our business, financial
condition and profitability may suffer. The determination of the appropriate level of the allowance for credit losses inherently
involves a high degree of subjectivity and requires us to make various assumptions and judgments about the collectability of our
loan portfolio, including the creditworthiness of our borrowers and the value of the real estate and other assets serving as
collateral for the repayment of many of our loans. In determining the amount of the allowance for credit losses, we review our
loans and the loss and delinquency experience, and evaluate economic conditions and make significant estimates of current
credit risks and future trends, all of which may undergo material changes. If our estimates are incorrect, the allowance for credit
losses may not be sufficient to cover losses inherent in our loan portfolio, resulting in the need for additions to our allowance
through an increase in the provision for loan losses. Deterioration in economic conditions affecting borrowers, new information
regarding existing loans, identification of additional problem loans, fraud and other factors, both within and outside of our
control, may require an increase in the allowance for loan losses. Our allowance for credit losses was 1. 28-22 % of tetal-loans
and leases held —for —investment and +65-497 . +8-80 % of nenperforming-nonaccrual loans and leases as of December 31,
2022-2023 . In addition, bank regulatory agencies periodically review our allowance for credit losses and may require an
increase in the provision for credit losses or the recognition of further charge- offs (which s#H-may in turn also require an
increase in the provision fer-ereditlossesifthe-eharge—offs-exeeed-the-allowanee-for credit losses), based on judgments
different than that of management. Any increases in the provision for credit losses will result in a decrease in net income and
may have a material adverse effect on our financial condition and results of operations. ASU 2016- 13, Measurement of Credit
Losses on Financial Instruments, which we adopted on January 1, 2020, substantially changed the accounting for credit losses
on loans and other financial assets held by banks, financial institutions and other organizations. The standard changed the
previous incurred loss impairment methodology in GAAP with a methodology that reflects lifetime expected credit losses and
requires consideration of a broader range of reasonable and supportable information for credit loss estimates. The CECL model
materially impacts how we determine our allowance for credit losses and required us to stgatfreanthy-increase our allowance for
credit losses. Furthermore, we may experience more fluctuations in our allowance for credit losses, which may be significant.
Additionally, loans to venture- backed borrowers support the borrowers’ operations, including operating losses, working
capital requirements and fixed asset acquisitions. Venture- backed borrowers are at various stages in their development
and are, generally, reporting operating losses. The primary sources of repayment are future additional venture capital
equity investments or the sale of the company or its assets. Our venture- backed borrowers’ business plans may fail,
increasing the likelihood for credit losses related to loans to venture- backed borrowers. See also Risks Relating to
Funding and Liquidity Risks — A slowdown in venture capital investment levels has reduced the market for venture
capital investment for our venture banking clients, which has, and could continue to, adversely affect our deposit
balances, business, results of operations, and financial condition included in this section of this Annual Report on Form
10- K. In accordance with GAAP, we maintain an allowance for loan and lease losses to provide for loan defaults and
non- performance. Our allowance for loan and lease losses allocable to loans to venture- backed borrowers may not be
adequate to absorb actual credit losses arising from these loans, and future provisions for credit losses could materially
and adversely affect our operating results . There are risks associated with our lending activities and our allowance for credit
losses may prove to be insufficient to absorb actual losses in our loan portfolio. Lending money is a substantial part of our
business. Every loan carries a certain risk that it will not be repaid in accordance with its terms or that any underlying collateral
will not be sufficient to assure repayment. This risk is affected by, among other things: * Cash flow of the borrower and / or the
project being financed; * In the case of a collateralized loan, the changes and uncertainties as to the future value of the collateral;
* The credit history of a particular borrower; « Changes in interest rates; * Changes in economic and industry conditions; and ®
The duration of the loan. We maintain an allowance for credit losses which we believe is appropriate to provide for probable
losses inherent in our loan portfolio. The amount of this allowance is determined by our management through a periodic review
and consideration of several factors, including, but not limited to: * An ongoing review of the quality, size and diversity of the
loan portfolio; « Evaluation of nenperformingnonaccrual loans; ¢ Historical default and loss experience; » Historical recovery
experience; ¢ Existing and forecasted economic conditions; ¢ Risk characteristics of the various classifications of loans; and ¢



The amount and quality of collateral, including guarantees, securing the loans. An unpredictable or volatile political
environment in the United States, including any related social unrest and uncertainty as a result of the upcoming U. S.
presidential election, could negatively impact business and market conditions, economic growth, financial stability, and
business, consumer, investor, and regulatory sentiments, any one or more of which in turn could cause our business and
financial results to suffer. Our business and financial results are also significantly affected by the fiscal and monetary
policies of the U. S. government and its agencies. We are particularly affected by the policies of the FRB, which regulates
the supply of money and credit in the United States in pursuit of maximum employment, stable prices, and moderate
long- term interest rates. The FRB and its policies influence the availability and demand for loans and deposits, the rates
and other terms for loans and deposits, the conditions in equity, fixed- income, currency, and other markets, and the
value of securities and other financial instruments. Additionally, tax and other fiscal policies, moreover, impact not only
general economic and market conditions but also give rise to incentives or disincentives that affect how we and our
customers prioritize objectives, deploy resources, and run households or operate businesses. Both the timing and the
nature of any changes in monetary or fiscal policies, as well as their consequences for the economy and the markets in
which we operate, are beyond our control and difficult to predict but could adversely affect our business and operating
results. Also, the FRB regulates the supply of money and credit in the United States. Its fiscal and monetary policies
determine in a large part our cost of funds for lending and investing and the return that can be earned on those loans
and investments, both of which affect our net interest margin. FRB policies can also materially affect the value of
financial instruments that we hold, such as debt securities, certain mortgage loans held- for- sale and MSRs. Its policies
also can affect our borrowers, potentially increasing the risk that they may fail to repay their loans or satisfy their
obligations to us. Changes in policies of the FRB are beyond our control and the impact of changes in those policies on
our activities and results of operations can be difficult to predict. Our business may be adversely affected by difficult
economic conditions, including inflationary pressures or volatility in the financial markets, which may impact our
business, financial position, and results of operations. Robust demand, labor shortages , and supply chain constraints have led
to persistent inflationary pressures throughout the economy. In response to these inflationary pressures, the FRB has raised
benchmark interest rates in the past two year-years and may is-expeeted-to-continue raising interest rates in response to
economic conditions, particularly a continued high rate of inflation . However, in the final three policy meetings of 2023, the
FRB left rates unchanged, and in January 2024, the FRB signaled that it could begin cutting interest rates in the year
2024 if there is continuing evidence that inflation has been stabilized on a sustained basis . Amidst these uncertainties,
including potential recessionary economic conditions, financial markets have continued to experience volatility. Changes in
interest rates can affect numerous aspects of our business and may impact our future performance. Prolonged periods of inflation
have impacted, and may continue to impact , our profitability by negatively impacting our costs and expenses, including
increasing funding costs and expense related to talent acquisition and retention, and negatively impacting the demand for our
products and services. Additionally, inflation has led to, and may continue to lcad to, a decrease in consumer and clients
purchasing power and negatively affect the need or demand for our products and services. If significant inflation continues, our
business could be negatively affected by, among other things, increased default rates leading to credit losses which could
decrease our appetite for new credit extensions. If financial markets remain volatile, this may impact the future performance of
various segments of our business, including the value of our investment securities portfolio. We continue to closely monitor
economic conditions and the pace of inflation and the impacts of inflation on the larger market, including labor and supply chain
impacts. Any of the effects of these adverse economic conditions would likely have an adverse impact on our earnings, with the
significance of the impact generally depending on the nature and severity of such adverse economic conditions. As of December
31,2022-2023 , $ 5. | —94-billion, or 2719 . 29 % of our total loans held —for —investment, was secured by SFR mortgage loans
and HELOCs, as compared with $ 4-6 . 44-3 billion, or +9-21 . 9 % of our total loans held —for —investment, as of December 31,
20212022 . This type of lending is particularly sensitive to regional and local economic conditions that significantly impact the
ability of borrowers to meet their loan payment obligations, making loss levels difficult to predict. A decline in residential real
estate values as a result of a downturn in the California housing markets has reduced in some areas, and may continue to
reduce the leue of the redl estate colldterdl securmo these types of loans and increase the risk that we Would incur losses if
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ﬂ&erHe&ﬂs—rﬂ—ftﬁ-l—ffeﬂa—&re—s&e—pfeeee&s—As a result these 10:111% may experience hlgher rates of dehnquenmes dehults an
losses, which will in turn adversely affect our financial condition and results of operations. A-majerity-Approximately 31 % of
our real-estate-seenred-loans held —for —investment are adjustable rate loans. Any rise in prevailing market interest rates may
result in increased payments for some borrowers who have adjustable rate mortgage-loans, increasing the possibility of defaults.
We seek to mitigate the risks inherent in our loan portfolio by adhering to specific underwriting practices, including: analyzing a
borrower’ s credit history, financial statements, tax returns and cash flow projections; valuing collateral based on reports of
independent appraisers; and verifying liquid assets. Notwithstanding these practices, we have incurred losses on loans that have
met these criteria, and may continue to experience higher than expected losses depending on economic factors and borrower
behavior. In addition, our ability to assess the creditworthiness of our clients may be impaired if the models and approaches we
use to select, manage, and underwrite our clients become less predictive of future behaviors, or in the case of borrower fraud.
Finally, we may have higher credit risk, or experience higher credit losses, to the extent our loans are concentrated by loan type,
mdustry segment bmrower type or locatlon of the borrower or colhteml As—e-ﬁBeeeﬁrbeH—l—Z-@Q—Z—é4—7—%re-PetuLeeﬂaﬂ&efem-}
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significantly higher credit losses to our portfolio. Many-Repayment of the-restdential-mortgage-our commercial and industrial
loans is often dependent we—have—eﬂgm&ted—fe&mvesﬁﬁeﬁt—eermst—ef—neﬁ» on —t-rad-rﬁeﬂal—S-F-R—mertgage—lea-ns—t-hat—de—net
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commercml and mduqtnal loan% prlmanly based on the 1dent1ﬁed cash flow of the borrower and iecondanly on the underlying
collateral provided by the borrower. Collateral securing commercial and industrial loans may depreciate over time, be difficult
to appraise and fluctuate in value and in the event we are required to assume direct responsibility for the collateral, including but
not limited to residential mortgage loans in the case of warehouse credit facilities that we provide to non- bank financial
institutions, our allowance for credit losses may increase, which may, in turn, adversely affect our financial condition and results
of operations. In the case of loans secured by accounts receivable, the availability of funds for the repayment of these loans may
be substantially dependent on the ability of the borrower to collect the amounts due from its clients. As of December 31, 2022
2023 , our commercial and industrial loans totaled $ +5 . 85-8 billion, or 23 25-9-% of our total loans held —for —investment.
We are exposed to risk of environmental liabilities with respect to real properties acquired. In prior years, due to weakness of the
U. S. economy and, more specifically, the California economy, including higher levels of unemployment than the nationwide
average and declines in real estate values, certain borrowers have been unable to meet their loan repayment obligations and, as a
result, we have had to initiate foreclosure proceedings with respect to and take title to a number of real properties that had
collateralized their loans. As an owner of such properties, we could become subject to environmental liabilities and incur
substantial costs for any property damage, personal injury, investigation and clean- up that may be required due to any
environmental contamination that may be found to exist at any of those properties, even though we did not engage in the
activities that led to such contamination. In addition, if we are the owner or former owner of a contaminated site, we may be
subject to common law claims by third parties seeking damages for environmental contamination emanating from the site. If we
were to become subject to significant environmental liabilities or costs, our business, financial condition, results of operations ,
and prospects could be adversely affected . Secondary mortgage market conditions could have a material adverse impact
on our business, results of operations, financial condition, or liquidity . In addition to being affected by interest rates, the
secondary mortgage markets are subject to investor demand for mortgage loans and mortgage- backed securities and investor
yield requirements for those loans and securities. These conditions may fluctuate or even worsen in the future. From time to
time, as part of our balance sheet management process, we may also sell SFR loans and other types of mortgage loans from our
portfolio, including muttifamity-multi- family loans. We may use the proceeds of loan sales for generating new loans or for
other purposes. If secondary mortgage market conditions were to deteriorate in the future and we cannot sell loans at our desired
levels, our balance sheet management objectives might not be met. As a result, our business, results of operations, financial
condition , or liquidity may be adversely affected. Any breach of representations and warranties made by us to our loan
purchasers or credit default on our loan sales may require us to repurchase loans we have sold. We have sold or securitized loans
we originated into the secondary market pursuant to agreements that generally require us to repurchase loans in the event of a
breach of a representation or warranty made by us to the loan purchaser. Any fraud or misrepresentation during the loan
origination process, whether by us, the borrower, or other party in the transaction, or, in some cases, upon any early payment
default on such loans, may require us to repurchase such loans. We believe that, as a result of the increased defaults and
foreclosures during the 2007 to 2009 recession resulting in increased demand for repurchases and indemnification in the
secondary market, many purchasers of loans are particularly sensitive to obtaining indemnification or the requirement of
originators to repurchase loans, and would benefit from enforcing any repurchase remedies they may have. Our exposure to
repurchases under our representations and warranties could include the current unpaid balance of all loans we have sold. During
the years ended December 31, 2023, 2022, and 2021 and-2620-, we sold muktifamty-multi- family and SFR mortgage loans
aggregating zere;-$ +6-3 . 7-0 billion, $ 33. 5 million, and $ 4711 . 4-8 million, respectively. To recognize the potential loan
repurchase or indemnification losses on all SFR mortgage and maktifamty-multi- family loans sold, we maintained a total
reserve of $ 3-2 . -1 million as of December 31, 2022-2023 . Increases to this reserve as a result of the sale of loans are a



reduction in our gain on the sale of loans. Increases and decreases to this reserve subsequent to the sale are included as a
component of noninterest expense. The determination of the appropriate level of the reserve inherently involves a high degree of
subjectivity and requires us to make estimates of repurchase and indemnification risks and expected losses. The estimates used
could be inaccurate, resulting in a level of reserve that is less than actual losses. Deterioration in the economy, an increase in
interest rates or a decrease in home and collateral values could increase client defaults on loans that were sold and increase
demand for repurchases and indemnification and increase our losses from loan repurchases and indemnification. If we are
required to indemnify loan purchasers or repurchase loans and incur losses that exceed our reserve, this could adversely affect
our business, financial condition , and results of operations. In addition, any claims asserted against us in the future by loan
purchasers may result in liabilities or legal expenses that could have a material adverse effect on our results of operations and
financial condition. Credit impairment in our investment securities portfolio could result in losses and adversely affect
our continuing operations. As of December 31, 2022-2023 , we had $ 8682 . 3 mithen-billion of securities available- for- sale,
as compared with $ +-4 . 32-8 billion of securities available- for- sale as of December 31, 20242022 . As of December 31, 2022
2023 , sccurities available- for- sale that were in an unrealized loss position had a total fair value of § 865-2 . 4-3 mithen-billion
with aggregate unrealized losses of $ 44-352 . 3-5 million. These unrealized losses related primarily to changes in overall interest
rates and the resulting impact on valuations of mortgage- backed securities, collateralized mortgage obligations, municipal
securities and eoHateratizedHoan-obligations-corporate debt securities . As of December 31, 20242022 , securities available-
for- sale that were in an unrealized loss position had a total fair value of $ 586-4 . 7-8 miHiemn-billion and-with aggregate
unrealized losses of $ 7811 . 3-1 million —These unrealized losses related primarily to changes in overall interest rates and the
resulting impact on valuations of mortgage- backed securities, U. S. Treasury securities, collateralized lean-mortgage
obligations and municipal securities . As of December 31, 2622-2023 . we had $ 3282 . 6-3 mithern-billion of securities held-
to- maturity, efwhich al-were-in-anunrealized-oss-pesitiorrand-had a total fair value of § 262-2 . 5-2 millien-billion . There
were-no-As of December 31, 2022, we had $ 2. 3 billion of sccurities held- to- maturity as-efBPeeember3+-, 2024-which had a
total fair value of $ 2. 1 billion . The Company monitors to ensure it has adequate credit support and, as of December 31, 2622
2023 we believed there was no credit losses and did not have the intent to sell any of our securities in an unrealized loss position
and it is likely that we will not be required to sell such securities before their anticipated recovery. Debt securities held- to-
maturity and available- for- sale are analyzed for CIedlt losses under ASC 326, Fmancml Instruments- Credlt Losses. For debt
securities held- to- maturity and i d vailable- for- sale,

the Company estimates current expected d i tmpat 13¢5 porting-date—a
tmpairmentis-due-to-credit losses. An allowance for credlt losses is established for losses on debt securities held to- maturlty
and available- for- sale due to credit losses and is reported as a component of provision for credit losses. Accrued interest is
excluded from our expected credit loss estimates. For more information about ASC Topic 326, see Note 1| —. Nature of
Operations and Significant Accounting Policies of the Notes to Consolidated Financial Statements included in Item 8. We
closely monitor our investment securities for changes in credit risk. The valuation of our investment securities also is influenced
by external market and other factors, including implementation of SEC and FASB guidance on fair value accounting.
Accordingly, if market conditions deteriorate further and we determine our holdings of other investment securities have
experlenced credit lome@ our future earnings, stockholders’ equity, regulatory Capltal and contlnulng opelatloni could be

results-ef operations-and-stoekholders—equity—Our income property loans, consisting ot commelclal real estate and m-u-l-t—rf&m-rl-y

multi- family loans, involve higher principal amounts than other loans and repayment of these loans may be dependent on
factors outside our control or the control of our borrowers. We originate commercial real estate and muttifamtty multi- family
loans for individuals and businesses for various purposes, which are secured by commercial properties. These loans typically
involve higher principal amounts than other types of loans, and repayment is dependent upon income generated, or expected to
be generated, by the property securing the loan in amounts sufficient to cover operating expenses and debt service, which may



be adversely affected by changes in the economy or local market conditions. For example, if the cash flow from the borrower’ s
project is reduced as a result of leases not being obtained or renewed in a timely manner or at all, the borrower’ s ability to repay
the loan may be impaired. Commercial real estate and muattifamity-multi- family loans also expose us to credit risk because the
collateral securing these loans often cannot be sold easily. In addition, many of our commercial real estate and sattifamity
multi- family loans are not fully amortizing and contain large balloon payments upon maturity. Such balloon payments may
require the borrower to either sell or refinance the underlying property in order to make the payment, which may increase the
risk of default or non- payment. The COVID- 19 pandemic has had a potentially long- term negative impact on some
commercial real estate portfolios. We continue to monitor our real estate loans secured by office properties because of
the risk that tenants may continue to reduce the office space they lease as some portion of the workforce continues to
work remotely on a hybrid or permanent basis and that we may not collect all amounts contractually owed to us. [f we
foreclose on a commercial real estate or maktifamty-multi- family loan, our holding period for the collateral typically is longer
than for residential mortgage loans because there are fewer potential purchasers of the collateral. Additionally, commercial real
estate and multfamiy-multi- family loans generally have relatively large balances to single borrowers or groups of related
borrowers. Accordingly, if we make any errors in judgment in the collectability of our commercial real estate and srtifamidy
multi- family loans, any resulting charge- offs may be larger on a per loan basis than those incurred with our residential or
consumer loan portfolios. Our commercial real estate and mutifamiby-multi- family loans increased during the year ended
December 31, 20222023 , to $ 2-11 . 95-1 billion, or 43 44+-5-% of our total loans held —for —investment from $ 29 . 6+5
billion, or 33 36-—8-% of our total loans held —for —investment, as of December 31, 2024+-2022 . In recent years, commercial
real estate markets have been experiencing substantial growth, and increased competitive pressures have contributed
significantly to historically low capitalization rates and rising property values. However, commercial real estate markets
have been facing downward pressure since 2022 due in large part to increasing interest rates and declining property
values. Accordingly, the federal banking agencies have expressed concerns about weaknesses in the current commercial
real estate market and have applied increased regulatory scrutiny to institutions with commercial real estate loan
portfolios that are fast growing or large relative to the institutions’ total capital. To address supervisory expectations
with respect to financial institutions’ handling of commercial real estate borrowers who are experiencing financial
difficulty, in June of 2023, the federal banking agencies, issued an interagency policy statement addressing prudent
commercial real estate loan accommodations and workouts. Our failure to adequately implement enhanced risk
management policies, procedures and controls could adversely affect our ability to increase this portfolio going forward
and could result in an increased rate of delinquencies in, and increased losses from, this portfolio . To be profitable, we
have to earn more money in interest that we receive on loans and investments than we pay to our depositors and lenders in
interest. If interest rates rise, our net interest income and the value of our assets could be reduced if interest paid on interest-
bearing liabilities, such as deposits and borrowings, increases more quickly than interest received on interest- earning assets,
such as loans, and investment securities. This is most likely to occur if short- term interest rates increase at a faster rate than
long- term interest rates, which would cause our net interest income to go down. In addition, rising interest rates may hurt our
income, because that may reduce the demand for loans and the value of our securities. In a rapidly changing interest rate

env 1r0nment we mdy not be able to manage our interest 1ate 11sk effectiv ely which would adv elsely 1mpact our financial
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factors, 1nclud1ng our ﬁnanclal strength and ablhty to generate earnings, as well as factors not entlrely within our
control, including conditions affecting the SOFR-financial services industry, the economy, and changes in rating
methodologies. In December 2023 in connection w1th the clos1ng of the Merger, Kroll Bond Ratlng Agency, LLC
affirmed its ratings for eontra v v e-the tse-Company
(senior unsecured debt ratlng of ¢ BBB’ a—I:I-BGR—based—r&te—Irn—ad&rt-reﬁ— -rn—Beeeﬂabeﬁ}eQ—z—subordlnated debt ratlng of ¢
BBB-’ ;
-i-nstruments—sueh—as—ﬂeaﬁ-ng—rate—netes—dmi short- term debt ratlng of ¢K3’) and the Bank (dep051t and senlor unsecured
debt rating of ¢ BBB ’, subordlnated debt ratlng of ‘BBB’, and the short- term dep0s1t and debt ratlngs of K2’) and




credlt ratmgs of the Company eur— or aetions-tr-thisrespeet-the Bank could adversely affect our access to hquldlty and
capital and could significantly increase our cost of funds . trigger additional collateral wiltnetbe-chaltenged-by-our—- or
borrowers-funding requirements, and decrease the number of investors and counterparties willing to lend to us or
purchase our securltles, reduclng our ablhty to generate earnlngs At December 31, 2622-2023 , there approximately46—7

7 os-were indexed-to-two 30—day-individual real estate
constructlon and land commltments greater than or 99-day—I:I-B9R—equal to $ 100 million with the largest commitment
being $ 135 million . We-At December 31, 2023, these two individual commitments totaled $ 240 million and had an
aggregate outstanding balance of $ 140 million. The projects financed by these commitments arc menitoring-these
vestments-two multifamily projects. At December 31, 2023, we had fer-four updates-individual loan commitments
greater than or equal to $ 150 million that ranged in size from $ 150 million to $ S00 million and totaled $ 1. 0 billion and
had an aggregate outstanding balance of $ 465 million. Two of the-these related-isstersrelated-to-alternative-indexes
commitments totaling $ 695 million were equity fund loans, one of these commitments totaling $ 175 million was a loan
secured by a multifamily property, and one of these commitments totaling $ 150 million was a loan secured by timeshare
receivables . We depend on checking, savings and money market deposit account balances and other forms of deposits as the
primary source of funding for our lending activities. Our future growth will largely depend on our ability to expand core
deposits, to provide a less costly and stable source of funding. The deposit markets are competitive, and therefore it may prove
difficult to grow our core deposit base. Beginningi1r26+9-Changes we make to the rates offered on our deposit products
may affect our finances and liquidity. In addition ., our ability to maintain existing or obtain additional deposits may be
impacted by factors beyond our control, including perceptions about our reputation, financial strength or the banking
industry generally, which could reduce the number of consumers choosing to place deposits with us. Our ability to obtain
deposit funding and offer competitive interest rates on deposits is also dependent on capital levels of our bank
subsidiary. While the Bank feeused-met the FDIC’ s definition of “ well- capitalized ” as of December 31, 2023, there can
be no assurance that it will continue to meet this definition. Our regulators can adjust the requirements to be *“ well-
capitalized ” at any time and have authority to place limitations on remixing-our deposit businesses, including the interest
rate we pay on dep051ts. An 1nab1hty to develop and maintain a strong deposn base could have a materlal adverse 1mpact
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competitive market, depositors have many choices as to where to pldLL their deposn accounts. As the Bank continues to grow its
core deposit base and seeks to reduce its exposure to high rate / high volatility accounts, it may experience a net deposit outflow,
which could negatively impact our business, financial condition , and results of operations. Liquidity is essential to our business.
An inability to raise funds through deposits, borrowings, the sale of loans , and other sources has had, and could continue to
have , a substantial negative effect on our liquidity. Our access to funding sources in amounts adequate to finance our activities
or on terms that are acceptable to us has been, and could continue to be , impaired by factors that affect us specifically or the
financial services industry or economy in general. Factors that could detrimentally impact our access to liquidity sources include
a decrease in the level of our business activity as a result of a downturn in the markets in which our loans are concentrated or
adverse regulatory action against us. Our ability to borrow has also been, and could alse-continue to be , impaired by factors
that are not specific to us, such as a disruption in the financial markets or negative views and expectations about the prospects
for the financial services industry. As we and other regional banking organizations experienced in 2023, the failure of other
financial institutions may cause deposit outflows as customers spread deposits among several different banks so as to
maximize their amount of FDIC insurance, move deposits to banks deemed “ too big to fail ” or remove deposits from the
banking system entirely. As of December 31, 2023, approximately 23 % of our deposits were uninsured and
uncollateralized and we rely on these deposits for liquidity. A failure to maintain adequate liquidity could have a
material adverse effect on our business, financial condition, and results of operations. The soundness and stability of
financial institutions are closely interrelated as a result of credit, trading, clearing, and other relationships between
institutions. As a result, concerns about, or a default or threatened default by, or failure or threatened failure of, one or
more institutions could lead to significant market- wide liquidity problems, losses or defaults by us or other institutions,
or credit risk in the event of default of our counterparty or customer. Even rumors or adverse news developments
concerning other financial institutions or the Bank may result in rapid deterioration in investor and customer
confidence. This interconnectedness of financial institutions has been starkly evidenced by the recent events affecting the
banking industry, as banks including the Bank have been impacted by concerns regarding the soundness or
creditworthiness of other financial institutions, which has caused substantial and cascading disruption within the




financial markets and increased expenses. In addition to the disruption of financial, credit and capital markets, the
recent banking industry events may have other adverse impacts on the Bank. For example, these developments may
result in increased regulatory requirements and scrutiny, increasing our costs and adversely affecting our profitability.
In addition, the premiums of the FDIC’ s deposit insurance program have increased and are expected to further increase
as a result of the March 2023 bank failures, and we are no longer eligible to utilize credits to reduce our FDIC insurance
premiums as a result of us exceeding $ 10 billion in assets. These increased premiums would have an adverse effect on
our net income and results of operations. Changes resulting from these events could include increased regulatory
oversight, higher capital requirements or changes in the way regulatory capital is calculated, and impositions of
additional restrictions through regulatory changes or supervisory or enforcement activities, and, as a result, our
operating margins, financial condition, and results of operations may be materially adversely affected. We arc subject to
regulatory capital requirements, which could be made more stringent in the discretion of our regulators. We are subject
to capital and other regulatory requirements specifying minimum amounts and types of capital that we must maintain.
From time to time, the regulators may change these regulatory capital and related requirements. If we fail to meet these
minimum capital and related requirements, we or our subsidiaries may be restricted in the types of activities we may
conduct and we may be prohibited from taking certain capital actions, such as paying dividends and repurchasing or
redeeming capital securities. In addition, the failure to meet such requirements could result in one or more of our
regulators placing limitations or conditions on our activities, including our growth initiatives, or restricting the
commencement of new activities, and could affect customer and investor confidence, our costs of funds and level of
required deposit insurance assessments to the FDIC, our ability to pay dividends on our capital stock, our ability to make
acquisitions, and our business, results of operations, and financial condition, generally. A bank holding company is
required to act as a source of financial and managerial strength to its subsidiary banks and to commit resources to
support its subsidiary banks. The FRB may require a bank holding company to make capital injections into, or take
other action in support of, a troubled subsidiary bank at times when the bank holding company may not be inclined to do
so and may charge the bank holding company with engaging in unsafe and unsound practices for failing to commit
resources to such a subsidiary bank. Accordingly, we could be required to provide financial assistance to the Bank if it
experiences financial distress — even if doing so is not otherwise in the best interest of the Company. Such a capital
injection or other support may be required at a time when our resources are limited and we may be required to borrow
the funds to make the required capital injection. In the event of a bank holding company’ s bankruptcy, the bankruptcy
trustee will assume any commitment by the holding company to a federal bank regulatory autherities-agency to maintain
the adeguatetevels-efcapital tosuppert-our-operations-of a subsidiary bank . Moreover Atsome-point-, we-bankruptcy law
provides that claims based on any such commitment will be entitled to a priority of payment over the claims of the
holding company’ s general unsecured creditors, including the holders of any note obligations. We face significant
capital and other regulatory requirements as a financial institution. We may need to raise additional capital in the future to
supporteontinted-growth-provide sufficient capital resources and liquidity to meet our commitments and business needs,
which could include the possibility of financing acquisitions . Our-ability-In addition, we, on a consolidated basis, and the
Bank, on a standalone basis, must meet certain regulatory capital requirements and maintain sufficient liquidity.
Importantly, regulatory capital requirements could increase from current levels, which could require us to raise
additional capital s needed;-will-or reduce our operations. Our ability to raise additional capital depend-depends on
conditions in the capital markets, economic conditions, eur-finanetal-performanee-and a number of other factors, meany-ofwhieh
are-outside-including investor perceptions regarding the financial services and banking industry, market conditions and
governmental activities, and on our eentret-financial condition and performance . Accordingly, we may be unable eannet

assure-yowofour-ability-to raise additional capital if needed or on acceptable terms aeeeptable-to-us-. [f we eannotraise
additional-fail to maintain capital whenneeded;-enrability-—to fuﬁheihe*p&ﬂd-meet regulatory requlrements, our hquldlty,

business, financial condition, and results of operations could be ma y v
eould-be-materially-and-adversely affected. Our holding company relies on dmdend\ Tom the Banl\ for \ubsl(mlmll\ all of'its
income and as the primary source of funds for cash dividends to our preferred and-, common , and NVCE stockholders. Gur
primary-souree-The Company is the parent company of revente-, and a separate and distinct legal entity from, the Bank.
Legal entity liquidity is an important consideration as there are legal, regulatory, contractual and other limitations on
our ability to utilize liquidity from one legal entity to satisfy the liquidity requirements of another, which could result in
adverse liquidity events at either the Company and / or the Bank. In particular, the Bank is subject to laws that restrict
dividend payments, or authorize federal bank regulators to block or reduce the flow of funds from the-those helding
subsidiaries to the parent company or teveHis-dividends-from-the-other Baﬂiesubmdlarles Appllcable laws and regulatlons,

including We—aise—hw&pfeﬁetr&}yfeﬁed-efﬁ%ﬁrefpfeeeeés%apml
eash—&méeﬁds—te-etﬂepfefeffed-and llquldlty requlrements

dbllll\ o pay div 1dm(ls or dlstrlbute capital to the Company, whlch could adversely affect our cash ﬂow and financ1al
condition. There can be restrieted-or-eliminated-if-the Bank-deesnot— no assurance as to meet-the-eapital-eonservation-buffer

requirementor-for-other—- the level of dividends we may supervisoryreasons—i-the Bankis-unable-to-pay dividends-to-the



stock ﬂ&e—va-lue—e—ﬂyew‘—rmfesfmeﬂt—m—etﬂkseeuﬂ&es— Holders of our common stock and NVCE stock are only entitled to receive
such dividends as our beard-Board of direetors-Directors declares out of funds legally available for such payments. Although

we have historically declared cash dividends on our common stock, we are not required to do so and there may be circumstances
under which we would reduce, suspend, or eliminate our common stock dividend in the future. This could adversely affect the
market price of our common stock. As a bank holding company, our ability to pay dividends is affected by the policies and
enforcement powers of the FRB and any future payment of dividends will depend on the Bank’ s ability to make
distributions and payments to the Company as our principal source of funds to pay such dividends. The Bank is also
subject to various legal, regulatory and other restrictions on its ability to make distributions and payments to the
Company. There are numerous laws and banking regulations that restrict the Bank’ s ability to pay dividends or make
capital distributions to the Company. These statutes and regulations require, among other things, that the Bank
maintain certain levels of capital in order to pay a dividend. Further, our banking authorities have the ability to restrict
the Bank’ s payment of dividends through supervisory action. [n addition, in the future, we may enter into borrowing or
the-other FRB-supervisorystaffissued-Federal Reserve-contractual arrangements that restrict its ability to pay dividends.
As a consequence of these various limitations and restrictions, we may not be able to make the payment of dividends on
our common stock and NVCE stock. See also" Item 1. Busmess- Supervmon and Re"uldtlon -I:e&er—S—K 99—Banc of

v ory pri ectartre—n i Pt D1v1dendst-hat—exeeeels
- and" Item 1. Busmess- Superv1swn and Regulatlon- The Bank- dividend-Dividends
, #" each included in this Annual Report
on F orm 10- K We operate ina hlghly regulated env1ronment and our busmess, operatlons, and i income may be
adversely affected by changes in laws req : v ;
deel&ﬂng—efpawng—aﬁyhd-ﬂﬂdeﬂds—lﬂ—t-lns—eveﬂt— rules, and : : y :
regulations governing our operations wﬂ—&ppfeve—t-he—paymeﬁt—ef—seteh—dwréenels— We are Sul‘_)JGCt to regwlations-and policies

for possible changes.We face the risk of becoming subject to new or more stringent requirements in connection with the
introduction of new regulations or modifications of existing regulations,which could require us to hold more capital or liquidity
or have other adverse effects on our businesses or profitability.Any change in such regulation and oversight,whether in the form
of regulatory policy,new regulations or legislation,that applies to us or additional deposit insurance premiums could have a
material adverse impact on our operations.Because our business is highly regulated,the laws and applicable regulations are
subject to frequent change a variety of litigation pertaining to fiduciary and other claims and legal proceedings in the ordinary
course of business and in connection with the Merger . Currently, there are certain legal proceedmgs pending against us in the
ordinary course of business and in connection with the Merger. Such legal proceedings have caused us to incur costs and
diverted the time and attention of our board and management, and may continue to do so in the future . While the
outcome of any legal proceeding is inherently uncertain, we believe that any liabilities arising from pending legal matters would
be immaterial based on information currently available. However, if actual results differ from our expectations, it could have a
material adverse effect on the Company &’ s financial condition, results of operations, or cash flows. For a detailed-discussion on
current legal proceedings, see ' Item 3 —. Legal Proceedings, " and Note 26—ZFitigation-13. Commitments and
Contingencies of the Notes to Consolidated Financial Statements included in Item 8. We are subject to changes in tax law that
could increase our effective tax rates. These law changes may be retroactive to previous periods and as a result could negatively
affect our current and future financial performance. In particular, the Tax Cuts and Jobs Act, which was signed into law in
December 2017, includes a number of provisions impacting the banking industry and the borrowers and the market for
residential and commercial real estate. Changes include a lower limit on the deductibility of interest on residential mortgage
loans and home equity loans; a limitation on the deductibility of business interest expense; a limitation on the deductibility of
property taxes and state and local income taxes, etc. The law' s limitation on the mortgage interest deduction and state and local
tax deduct10n for individual tdxpdyers has 1HCIedsed the dl‘tel— tax cost of ownmg a home for many of our ex1st1ng clients. The

stlfeh&rge—eﬂ—s’feel&fepﬂfeh&ses—l:he—value of the propernes securing loans in our loan portloho may be ad\ ersely impacted as a

result of the changing economics of home ownership, which could require an increase in our provision for loan losses, which
would reduce our profitability and could materially adversely affect our business, financial condition , and results of operations.
Further, these changes implemented by this tax law could make some businesses and industries less inclined to borrow,
potentially reducing demand for our commercial loan products. Finally, we may be negatively impacted more than our
competitors because our business strategy focuses on California, which has a higher cost real estate market compared to other
states. We are also subject to potential tax audits in various jurisdictions and in such event, tax authorities may disagree with
certain positions we have taken and assess penalties or additional taxes. While we assess regularly the likely outcomes of these
potential audits, there can be no assurance that we will accurately predict the outcome of a potential audit, and an audit could
have a material adverse impact on our business, results of operations, and financial condition. We-Failure to comply with
applicable laws or regulations, or to satisfy our regulators' supervisory expectations, could subject us to supervisory or
enforcement action, which could adversely affect our business, financial condition, and results of operations. If we do not
comply with applicable laws or regulations, if we arc deemed to have engaged in unsafe or unsound conduct, or if we do
not satlsfy our regulators’ supervisory expectations, then we may be subject to extenstve-regulation-and-increased scrutiny,
supervision—- supervisory criticism by-the FRB-, the-O€€-governmental or private litigation and / or a wide range the




CEPB—The FRBregulates-the-supply-of potential meney-and-ereditinthe-United-States—{ts-fiseal-and-monctary penalties
policies-determine-iratarge-part-our— or eost-enforcement actions. Such actions could arise even if we are acting in good
faith or operating under a reasonable interpretation of fuﬂés—the law. Such actions may be pubhc or of a confidential
supervisory nature. Such actions could include, for tend example,
monetary penalties, payment of damages, restitution or dlsgorgement of proﬁts, dlrectlves to take remedial action or to
cease or modify practices, restrictions on growth or expansionary proposals, denial or refusal to accept applications,
removal of officers or directors, prohibition on dividends or capital distributions, increases in capital or liquidity
requirements and / or termination of these--- the toans-Bank’ s depos1t insurance. Such actlons could have and— an
adverse mvesﬁﬂeﬁts—beth—ef—wlﬁeh—&ffeet—effect on our business,

federal Bepesrt—l-ns&ra—nee
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poss1ble changes. We...... appllcable regulations are subject to f1eq11e11t Chdnge Any new laws —ru}es—and IU’LlldllOll\ S-ueh—&s
the-Califernta-ConsumerPrivaeyAet—CERPAcould make compliance more difficult s-or expensive seesthy-te-tmplementor
may-otherwise adversely affect our business . One aspect of our business that we believe presents risks in this particular
area is the conflict between federal and state law . including but not limited to cannabis and cannabis related businesses,
which are legal in the State of California and the State of Colorado and prohibited by federal law. If our risk
management and compliance programs prove to be ineffective, incomplete or inaccurate, we could suffer unexpected
losses and / or incur fines, penalties or restrictions to operations, which could materially adversely affect our results of
operations or financial condition . As part of er-our grewth-prospeets-federal regulators’ enforcement authority, significant
civil or criminal monetary penaltles, consent orders, or other regulatory actions can be assessed against the Bank . Such
actions could require us to make changes eoutd-subjeetus-to additional-eosts-our operations , imitincluding the types
clients that we serve, and may have an adverse 1mpact on our operatlng results. The prov1s10n of financial services to
consumers is governed by a wide range s v o v-of nen-laws and regulations,
including the Equal Credit Opportunity Act, the Fair Housmg Act the GLBA and the Dodd - Frank Wall Street Reform
banks-to-offereompeting-finanetal-serviees-and produets;-among-other-things-Consumer Protection Act of 2010 . The CFPB s
, the Justice Department and other federal agencies are generally responsible for enforcing these laws and regulations.
Failure to comply with these laws could result in a wide variety of sanctions, including the required payment of damages
and civil money penalties, injunctive relief, imposition of restrictions on mergers and acquisitions activity, and
restrictions on expansion activity. Private parties may also have the ability to challenge an independent-federat-ageney-with
institution’ s performance under certain of these in private or class action litigation. In addition, the CFPB has broad
rulemaking, superv 1sm y dnd enforcement powers under various federal consumer [manual plOILLllOH laws inelading-theaws

threshe-}d—or more . As—The examination, superv1510n and enforcement of those laws and implementing regulatlons by the
CFPB have created a smalter-more intense and complex environment for consumer finanetat-finance institution-with
regulation. The Bank has asscts under-of at least $ 10 billion ; therefore , we are generally-subject to the supervision ,
examlnatlon, and prlmary enl(ncemenl Jay—]urlsdlctlon oft e GGGCFPB with 1e\peel to eemph&nee—w-rt—h—lulual consumer

rules and pollues adopled by lhc CFPB has llmllLd the products we may ol[u to some or all 01 our ellenls or limited the terms
on which those products may be issued, or may adversely affect our ability to conduct our business as previously conducted. We
may also be required to add compliance personnel or incur other significant compliance- related expenses. Our business,
lmdnual condition, results 01 operations and / or u)mpellll\ posmon may be adv usd aft eued asa 1Lsull Feéera-l—aﬂd-sf&te

eeﬂd-r&eﬂ—&nd-rest&ts-e-ﬁemraﬁeﬂs—\\’ are Subju,l to gevernmeﬁt—}eg-rs-}&txeﬁ—a w1de range of laws related to antl- money

laundering, economic sanctions and regalatien-prevention of financial crime , including but not limited to the BSA, the USA

PATRIOT and-Bank-SeereeyAets— Act and economic sanctions -whiehrequire-finanetalinstitationsto-develop-programs .

We are required to deteet, among other things, maintain an effective anti- money laundering ;-and counter- terrorist
finanetng-compliance program , identify and other-finaneial-erimes—tf-deteeted-file suspicious activity and currency



transaction reports . finanetal-institutions-and block transactions with sanctioned persons or jurisdictions. Compliance
with these laws requires significant investment of management attention and resources. These laws arc obligated-to-report
suehaetivity-to-enforced by a number of regulatory authorities, including the FRB, OFAC, the Financial Crimes
Enforcement Network, a—bttreau—e-ﬁthe Hﬁrted—States-U S. Department of Justlce, Drug Enforcement Administration, t-he

connectlon w1th these laws, coul 1 subject

: erestts;-and-ee fre-us to superv1s0ry make—eh&nges—te—etﬁ or 6']961"&&0'1‘18‘
enforcement actlon, s1gn1ﬁcant ﬁnancnal penaltles, criminal liability and / or reputational harm the-elients-that-weserve-.
Several banking institutions have received large fines, or suffered limitations on their operations, for non- compliance with these
laws and regulations. Although we have developed policies, procedures and processes designed to assist in compliance with
these laws and regulations, no assurance can be given that these policies and procedures will be effective in detecting violations
of these laws dnd regu lations. Severe weather, natural dlsasters, pandemlcs, acts 0f war Gur—feéerfd-regtﬂ&tefs—have

disasters such as earthquakes dnd W 1ldfues aets of war or terrorism (and any responses thereto), pandemics (including the
ongoing COVID- 19 pandemic), epidemics and other health- related crises, and other adverse external events have had and could
have a significant impact on our ability to conduct business. Such events could affect the stability of our deposit base, impair the
ability of our borrowers to repay their outstanding loans, cause significant property damage or otherwise impair the value of
collateral securing our loans, and result in loss of revenue and / or cause us to incur additional expenses. Although we have



established disaster recovery and business continuity plans and procedures, and we monitor the effects of any such events on our
loans, properties and investments, the occurrence of any iuch event Could have a materlal adverse effect on us or our results of
operatlonq and our ﬁnan01a1 condition. ; apital-o ;

rtal-atith G : te-Ongoing geopohtlcal 1n§tab1hty, 1nclud1ng asa
reqult of Russia’ s invasion of Ukraine and the recent Mlddle East conﬂlct has negatively 1mpacted and could in the future
negatively impact, the global and U. S. economies, including by causing supply chain disruptions, rising prices for oil and other
commodities, volatility in capital markets and foreign currency exchange rates, rising interest rates and heightened cybersecurity
risks. The extent to which such geopolitical instability ;steh-as-Russta>s-tnvasten-of Hleratner-adversely affects our business,
financial condition and results of operations, as well as our liquidity and capital proflle will depend on future developments,
which are highly uncertain and unpredictable, including with respect to Russia’ s invasion of Ukraine and the Middle East
conflict , and the extent and duration of the nvasterrconflict in Ukraine and in the Middle East eeonomie-sanetionsimposed
efrRussta, and the humanitarian toll inflicted enBkraine-by such conflicts. The upcoming U. S. presidential election may
also create additional domestic and global economic uncertainty . [ geopolitical instability adversely affects us, it may also
have the effect of heightening other risks related to our business. There is uncertainty surrounding potential legal,
regulatory, and policy changes by new presidential administrations in the United States that may directly affect financial
institutions and the global economy. 2024 is a presidential election year in the United States. At this time, it is difficult to
predict the legislative and regulatory changes that will result due to the upcoming election. A new administration, or a
change in the make- up of either the Senate and / or House of Representatives may cause broader economic changes due
to changes in governing ideology and governing style. New appointments to the Board of Governors of the Federal
Reserve could affect monetary policy and interest rates, and changes in fiscal policy could affect broader patterns of
trade and economic growth. Future legislation, regulation, and government policy could affect the banking industry as a
whole, including our business and results of operations, in ways that are difficult to predict. In addition, our results of
operations also could be adversely affected by changes in the way in which existing statutes and regulations are
interpreted or applied by courts and government agencies. Our financial condition and results of operations are dependent
on the national and local economy, particularly in the Bank’ s market areas. A worsening in economic conditions in the market
areas we serve may impact our earnings adversely and could increase the credit risk of our loan portfolio. We cannot accurately
predict the possibility of the national or local economy’ s return to recessionary conditions or to a period of economic weakness,
which would adversely impact the markets we serve. Our primary market area is concentrated in the greater Los Angeles,
Orange, San Diego, and-Santa—- San Barbara-Bernardino, Riverside and Ventura counties of California, with full- service
branches also located in Denver, Colorado and Durham, North Carolina . Adverse economic conditions in any of these
areas can reduce our rate of growth, affect our clients’ ability to repay loans and adversely impact our financial condition and
earnings. General economic conditions, including inflation, unemployment and money supply fluctuations, also may affect our
profitability adversely. A deterioration in economic conditions could result in a number of consequences, including but not
limited to the following, any of which could have a material adverse effect on our business, financial condition , and results of
operations: * Demand for our products and services may decline; * Loan delinquencies, problem assets and foreclosures may
increase; ¢ Collateral for our loans may decline in value; and * The amount of our low cost or noninterest- bearing deposits may
decrease. Financial services institutions are interrelated as a result of trading, clearing, counterparty, or other relationships. We
have exposure to many different industries and counterparties, and routinely execute transactions with counterparties in the
financial services industry, including commercial banks, brokers and dealers, investment banks, and other institutional clients.
Many of these transactions expose us to credit risk in the event of a default by a counterparty or client. In addition, our credit risk
may be exacerbated when the collateral held by us cannot be realized upon or is liquidated at prices not sufficient to recover the
full amount of the credit or derivative exposure due to us. Any such losses could have a material adverse effect on our business,
financial condition , and results of operations. Competition in the banking and financial services industry is intense. In our
market areas, we compete with commercial banks, savings institutions, mortgage brokerage firms, credit unions, finance
companies, non- bank lenders, mutual funds, insurance companies, and brokerage and investment banking firms operating
locally and elsewhere. Many of these competitors have substantially greater name recognition, resources and lending limits than
we do and may offer certain services or prices for services that we do not or cannot provide. Our profitability depends upon our
continued ability to successfully compete in our markets. Continued technological advances, including cryptocurrencies and
blockchain and other distributed ledger technologies, and the growth of e- commerce have made it possible for non- depository
institutions to offer products and services that traditionally were banking products, and for financial institutions and other
companies to provide electronic and internet- based financial solutions, including electronic securities trading, lending and
payment solutions. In addition, technological advances, including digital currencies and alternative payment methods, may
diminish the importance of depository institutions and other financial intermediaries in the transfer of funds between parties. In
addition, our future success will depend, in part, upon our ability to address the needs of our clients by using technology to
provide products and services that will satisfy client demands for convenience, as well as to create additional efficiencies in our
operations. Many of our competitors have substantially greater resources to invest in technological improvements. We may not




be able to effectively implement new technology- driven products and services or be successful in marketing these products and
services to our clients. Eampatgnsby-stockholderstoeffeetchanges-atpubliely traded-compantes-are sometimested by




