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An investment in our securities is subject to certain risks. be-eonstdered-by-prospee tve-Prospective
and current investors in our securities when—eva-l-ua&ng—should carefully cons1der the following rlsks, together with all the the
other disetesures-information contained in this Annual Report on Form 10- K , including the sections titled “ Forward-
Looking Information ” and “ Management’ s Discussion and Analysis of Financial Condition and Results of Operations
” and our consolidated financial statements and related notes in this Annual Report on Form 10- K . The-If any of the
following risks actually occur, our business, results of operations, and financial condition could suffer. In that event, the
value of our securities could decline, and you may lose all or part of your investment. Our business, results of operations,
and financial condition could also be harmed by risks and uncertalntleq not presently known to us or that we currently deem
1mmater1al also may nnpalr our bu%lne%i operatlonq —1H-a 9

paﬁ—e-ﬂyetu%ﬂvestmeﬂt— RNk F actorq Summary The followmg is a summary of the prln(:lpal rlski 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,
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, sve-they could be-fined- fine us . suspended--- suspend or-have-us, our
- or terminate our registrations— registration 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
significant operational 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 reducing the potential 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 not be fully
realized. « We have suffered significant losses from the balance sheet repositioning and may suffer significant losses from
future asset sales. * Our level of indebtedness could adversely affect our ability to raise capital and meet our debt obligations.
Risks Related to Credit and Interest Rate * If 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 prove to be insufficient to absorb actual losses in our loan portfolio . - Our
business and operating results could be adversely affected by uncertainty in the political environment and governmental fiscal
and monetary policies. « Our business , financial position, and results of operations may be adversely affected by difficult
economic conditions , including inflationary pressures or volatility in the financial markets . + Our business may be
adversely affected by credit risk associated with residential property and declining property values. ¢ Our loan portfolio
possesses increased risk due to our level of adjustable rate loans. * Our underwriting practices may not protect us against losses
in our loan portfolio. « Repayment of our commercial and industrial loans is often dependent on the cash flows of the borrower,
which may be unpredictable, and the collateral securing these loans may not be sufficient to repay the loan in the event of
default. « Our real estate loan portfolio is subject to certain risks including market, environmental, and project- specific
risks . * Secondary mortgage market conditions could have a material adverse impact on our business , results of operations,
financial condition, or liquidity . + Any breach of representatlonq and warranties made by us to our festdeﬂ&a-l—meftgage—loan
purchasers or credit default on our loan sales may require us to repurchase sgek-loans we have sold . « Credit impairment in our
investment securities portfolio could adversely affect our continuing operations. « Our income property loans , consisting of
commercial real estate and multi- family loans, involve higher principal amounts than other loans and repayments of these
loans may be dependent on factors outside our control or the control of our borrowers. * Our business is subject to interest rate
risk and variations in interest rates may hurt our profits. ¢ A reduction in our credit ratings could adversely affect our access to
capital and could increase our cost of funds. * We have a number of large credit relationships 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 available when it is needed or on acceptable terms.
* Our holding company relies on dividends from the Bank for substantially all of its income and as the primary source of
funds for cash dividends to our preferred, common, and NVCE stockholders . « There can be no assurance as to the level of
dividends we may pay on our common stock and NVCE stock . Legal and Compliance Risks « We operate in a highly regulated
environment and our business, 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. « We
are subject to a wide range of laws related to anti- money laundering, economic sanctions, and prevention of financial crime,
which could increase our costs or subject us to significant penalties. Risks Relating to External Factors and Markets * Severe

weather events fPhefe—ls-uﬂeeﬁa-mFy—suffeundmg—peteﬂﬁal—legal— fegu-}afefyhnatural dlsasters such as earthquakes and
wildfires, pandemics, epidemics and peok e Rt ; he-other United-States-that-may
direetly-affeetfinanetat-institutions-public health crlses, acts of war or terrorism, and the-other global-eeonemy-external

events could significantly impact our business . < Our financial condition and results of operations are dependent on the
national and local economy ane-a-, 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 are
subject to risk arising from the soundness of other financial institutions and counterparties. ¢ Strong competition within our
market areas may limit our growth and profitability. The foregoing summary of risks should be read in conjunction with the
more detailed Risk Factors 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 acquisition of Deepstack Aequisition—.
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
their 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 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 indirectly through our vendors, misuse, computer
viruses, or other malicious code and other types of cyber- attacks. Generative artificial intelligence is further increasing risks
in this area, including by making fraud detection more difficult, particularly with detection devices that use voice
recognition or authentication. The techniques used by bad actors change frequently, may not be recognized until
launched, and may not be recognized until well after a breach has occurred. [f one or more of these events occur, this could
jeopardize our clients' confidential and other information 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 reeently-adopted
a rule requiring us to notify the FRB within 36 hours of any significant computer security incident, and in July 2023, the SEC
adopted new-rules that require 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 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, our and our clients’ information




systems-. We rely on thnd party service prov 1deIs to help ensure the conhdentlahty of our and our eheﬁt—cllents information
and acknowledge the additional risks these third parties expose us to. Third party service providers may experience unauthorized
access to and disclosure of ent—- or eonsumer-or-ehentinformationorrestttinrthe-destruction or corruption of Cempany-our or
our clients’ 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-. The occurrence of any systems failure et or
interruption could damage our reputation and result in a loss of clients and business reputation-, operatingrestts-could
subject us to additional regulatory scrutiny , and-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 . The development and use of new
technologies, including artificial intelligence (“ AI ), presents risks and challenges that may adversely impact our
business. The banking and financial services industry continually experiences technological changes, with frequent
introductions of new technology- driven products and services, including recent and rapid developments in AI. 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 assess the proper operation of Al
models and capabilities to create Additionalty—- additional efficiencies in our operations. 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. In addition , the implementation of technological changes and upgrades to maintain current
systems and integrate new ones may also create service interruptions -, transaction processing errors, and system
conversion delays and may cause us to fail to comply with applicable laws. There can be no assurance that we will be
able to successfully manage the risks associated with our increased dependency on technology. Failure to successfully
keep pace with technological change affecting the banking and financial serviee-services industry could negatively affect
our revenue and profitability. We or our third- party vendors or counterparties may develop or utilize Al in certain
business processes, services, or products. The development and use of Al presents a number of risks and challenges to
our business. AI models, particularly generative AI models, may produce output or take action that is incorrect, that
result in the release of private, confidential, or proprietary information, that reflect biases included in the data on which
they are trained, infringe on the intellectual property rights of others, or that is otherwise harmful. To the extent we
utilize AI models developed by third parties, we may be dependent in part on the manner in which those third parties
develop and train their models, including risks arising from the inclusion of any unauthorized material in the training
data for their models, and the effectiveness of the steps these third parties have taken to limit the risks associated with
the output of their models, matters over which we may have limited visibility. Any of these risks could expose us to
liability or adverse legal or regulatory consequences and harm our reputatlon and the publlc perceptlon of our busmess

bank branches, other assets , or other businesses, such as the Melgel and the Deepstack Acquisition, we may be negativ ely
impacted by certain risks mherent 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. Our ability to address these matters successfully cannot be
assured. There are also 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, as well as being subject to new regulators
with oversight over an acquired business. In addition, pursuing an acquisition may divert 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-ofour existing stockholders. Acquiring other banks, bank branches, other assets or other businesses, such as
the Merger, also 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 busmess fmancral condltron and results of operatrons Because we We—faee—stgfnﬁeaﬁt—epef&&eﬂal—ﬂsks—me}udmg
; we-operate many different financial service
functions and rely on the abrhty of our employees th1rd party Vendors and systems to process a significant number of
transactions —, we face significant Operational-operational riskis-the-risk of loss from operations, mcludmg fraud by
employees or outs1de persons, employees’ execution of incorrect or unauthorrzed transactions, data processmg and technology
errors , or hacking and breaches of internal control systems - i :
miﬁg&tmg—ﬂskaﬂd—fedtﬁtﬂg—&le—peteﬂtiﬁl—fer—}osses- Our enterprise rrsk management framework seeks to mrtrgate rrsk and 1oss
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 management framework to address those changes.
If our enterprise risk management 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 adeguately-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. Moreover,
our customers, shareholders, employees, regulators, and other stakeholders have diverse expectations, demands, and
perspective on a range of topics, including environmental and social topics, which are continuing to evolve and, in some
cases, diverge. We may not be able to meet the diverse expectations and demands of all of our stakeholders, which could
harm our reputation, reduce customer demand for our products and services, and subject us to legal and operational
risks. Our success wwith, to a large extent, depend-depends 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 abrhty to achreve our business plan and could have a materlal adverse effect on our
results of operatlons and frnan01a1 condltlon A8 ; ; ;

may—be—advefse{y—a-ffeeted—We rely on numerous external Vendors to provrde 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 inereasingly-demanding-regulatory
requirements and attention-scrutiny 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, 2623-2024 , we had a net DTA
of $ 739-720 . +-6 million. For additional information, see Note 16. Income Taxes of the Notes to Consolldated Financial
Statements 1ncluded in Item 8 of thls Annual Report on Form 10- K—We—ha*e—w-ffefeéagmﬁe&nt—}esses—ffeﬁrﬁle—bahnee

y z ales-. [n connection with the Merger, legacy Banc of
California, legacy Pamflc Western Bank and the comblned company sold approximately $ 6. 1 billion in assets as part of the
balance sheet repositioning strategy, comprrsed 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-ferward-sate-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. [n 2024 a-shertpetiod-oftime-, w
continued were-able-to eomplete-reposition our planned-assetsates-effeeting-our-initial-balance sheet fepest&eﬁmg—str&tegy—
including the sale of $ 742 million of our AFS securities portfolio, for which we suffered $ 60 million in pre- tax losses,
and $ 1. 95 billion of our Civic loans . We will continue to evaluate all available options as we seek to optimize our balance
sheet. Depending on the existence of various potentral buyers and competrtrve prrces we may sell addltlonal assets at a
s1gn1f1cant loss, whlch ; 0 v

eem-p-}et-ten—ef—t-he—Merger—could adversely affect our ﬁnanclal condltlon
eapital-and results to-meetits-debt-obligations—Adfter-the-elosingof t-he—Mefger—&t—operatlons. As of December 31, %92—3—2024

the Company had outstanding indebtedness in the amount of approximately $ 2. 3 =8-billion. Our existing 1ndebtedness
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 interest 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 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. 22-13 % of loans and leases held for investment and 497141 . 86-57 % of
nonaccrual loans and leases as of December 31, 2623-2024 . 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 may in turn also require an increase in the provision 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 #teeme-earnings 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 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 borrowerq bu%mei% plans may fail, 1ncrea%1ng the likelihood for credlt losses related
to loans to venture- backed borrowers. ; atng : ; aptte

ef—t-h-ts—A—m&ttal—Repeft—eﬁ—Fefm—l—G——l%ln accordance with GAAP we malntam an allowance for loan and lease loqsei to pr0V1de

for loan defaults and non- performance. Our allowance for loan and lease losses allocable to loans to venture- backed borrowers
may not be adequate-appropriate 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: « €ash-cash flow of
the borrower and / or the project being financed; ¢ ¥a-in the case of a collateralized loan, the changes and uncertainties as to the
future value of the collateral; » Fhe-the credit history of a particular borrower;  €hanges-changes in interest rates; * Changes
changes in economic and industry conditions; and * Fhe-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: ¢
Asr-an ongoing review of the quality, size and diversity of the loan portfolio; « Evalaatien-evaluation of nonaccrual loans; ¢
Histerteat-historical default and loss experience; » Histerteat-historical recovery experience; » Extsting-existing and forecasted
economic conditions; * Riskerisk characteristics of the various classifications of loans; and * Fhe-the amount and quality of
collateral, including guarantees, securing the loans . Qur success depends, to a certain extent, upon local and national
economic and political conditions, as well as governmental, fiscal, and monetary policies . An unpredictable or volatile
political environment in the United States, inetading-anyreductions in government spending, concerns rclated to seetat-unrest
and-uneertainty-as-aresult-of-the upeoming-U. S. presidential-eleetion-debt ceiling, the imposition of tariffs and retaliatory
responses, other changes in government policy, and other factors beyond our control , 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 . Federal budget deficit concerns and the
potential for political conflict over legislation to fund U. S. government operations and raise the U. S. government’ s debt
limit may increase the possibility of a default by the U. S. government on its debt obligations, related credit- rating
downgrades, or an economic recession in the United States. Many of our investment securities are issued by the U. S.
government and government agencies and sponsored entities. As a result of uncertain domestic political conditions,
including potential future federal government shutdowns, the possibility of the federal government defaulting on its
obligations for a period of time due to debt ceiling limitations, or other unresolved political issues, investments in
financial instruments issued or guaranteed by the federal government pose liquidity risks. In connection with prior
political disputes over U. S. fiscal and budgetary issues leading to the U. S. government shutdown in 2023, Fitch lowered
its long- term sovereign credit rating on the U. S. from AAA to AA . A further downgrade, or downgrades by other
rating agencies, as well as sovereign debt issues facing the governments of other countries, could have a material adverse
impact on financial markets and economic conditions in the U. S. and worldwide . 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 , tariff, 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 fiseal-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 ;-and certain mortgage loans held —for —sale andMSRs-. 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, beginning early in 2022, the FRB hasraised benchmark

interest rates #rrapidly, causing the past-federal funds rate twe-- to reach a 23- years— year and-may-continueraising-interest
high. Although the FRB reduced its benchmark rates in September respense-te-eeonemie-eonditions-, November

parttentarly-a-eontinved-highrate-of inflatton—However-, in-the-final-three-poliey meetings-of 2623 the FRBleftrates
unehanged;-and December iJanuary-2024, the inflationary outlook F—RB—srgﬁﬁed—ﬂ&&t—rt—eet&d—begﬁreﬂ&mg—mfefest—f&te&
the-year2024-ifthere—- the United States is currently uncertain eentintinge

sustained-basts-. Amidst these uncertainties, including potential rece%%lonary economic COI]dlthl’N ﬁnan01a1 marl(et% 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 lead 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, 2023-2024 , $ 5-2 . +-8 billion, or 12 49-9-% , of our total loans held for investment 5
yras-seeured-by-SER-were loans in the other residential real estate mortgage teans— loan and-HEEOEs-portfolio class , as
compared with $ 6-5 . 3-1 billion, or 20 2-9-% , of our total loans held for investment -as of December 31, 2022-2023 . 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
value of the real estate collateral securing these types of loans and increase the risk that we would incur losses if borrowers
default on their loans. As a result, these loans may experience higher rates of delinquencies, defaults and losses, which will in
turn adversely affect our financial condition and results of operations. Our real estate loan portfolio is subject to certain risks
including market, environmental and project- specific risks. Our real estate loan portfolio encompasses commercial real
estate mortgage, residential real estate mortgage, and real estate construction and land loans, which implicate a variety
of risks, including: (i) market risks including increased competition in pricing and loan structure, macroeconomic
conditions in the United States and in the markets where we lend, and decreased commercial and residential real estate
values in the markets where we lend; (ii) environmental risks including natural disasters and impact on underlying real
estate collateral and environmental liabilities with respect to real properties acquired; and (iii) project- specific risks
including higher construction costs, failure by developers and contractors to meet project specifications or timelines, and
buyers of completed construction projects not being able to secure permanent financing. For further information on
these risks and others related to our real estate loan portfolio, see Item 1. Business — Lending Activities — Real Estate
Mortgage Loans and Real Estate Construction and Land Loans. Approximately 3434 % of our loans held for investment
are adjustable rate loans as of December 31, 2024 . Any rise in prevailing market interest rates may result in increased
payments for some borrowers who have adjustable rate 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, industry
segment, borrower type, or location of the borrower or collateral. Deterioration in real estate values and underlying economic
conditions in Southern Cahfornla in partlcular could result in qlgnlﬁcantly hlgher Cledlt losqe% to our portfoho —Repaymeﬁt—e-f

mduqtrlal loans prlmanly based on the 1dent1ﬁed cash flow of the borrower and %econdarlly 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 warchouse 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, 2623
2024 , our commercial and industrial loans totaled $ 5-6 . 8 billion, or 23-28 % 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 busmess ﬁnan01al condrtron results of operatlons and prospects Could be
adversely affected. d al-a :
oper&t—teﬂs—ﬁ-naﬁeiﬁl—eoﬂdﬁteﬁ—er—hqmd-rﬁ'—ln addrtron to bemg 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 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 mlght not be met. As a result our busmess results of operatrons fmanc1al Condltlon or llqurdrty may be adversely
affected. Amny an ;
fequﬁe—us—te—repufehase—leaﬂs—we—haﬁ‘e-sol-d—We have sold or securltlzed loans we orlgmated 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, 2024, 2023, and 2022 ;and-262+,
we sold multi- family and SFR mortgage loans aggregating $ 3-2 . 0 billion, $ 3. 0 billion, and $ 33. 5 mithen;and-$H-8
million, respectively. To recognize the potential loan repurchase or indemnification losses on all SFR mortgage and multi-
family loans sold, we maintained a total reserve of $ 21 . § million as of December 31, 2623-2024 . 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, 2823-2024 , we had $ 2. 3-2 billion of AFS securities avatable-
for—sale-, as compared with $ 42 . 83 billion of AFS securities avatable—fer—sale-as of December 31, 26222023 . As of
December 31, 2024, AFS securities that were in an unrealized loss position had a total fair value of $ 1. 9 billion with
aggregate unrealized losses of $ 280. 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 corporate debt securities. As of December 31, 2023, AFS securities avattable—for—sale-that were in
an unrealized loss position had a total fair value of § 2. 3 billion with aggregate unreahzed losses of $ 352. 5 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, Collaterahzed mortgage obllgatlons and mumcrpal securities aﬁd—eofpef&te—debt—
seettﬂt—les— As of December 31, %92%2024 v v ad-a-total-fat

ateta tons-atd tetp ities—As-of Deeembe , We had $ 2 3 blllron ofHTM securities
held—to—matarity-, Wthh had a total fair Value of$ 2. 2 brlhon As ofDecember 31 %92%2023 we had $ 2. 3 billion of HTM
securities held—te—maturity-, which had a total fair value of § 2. 42 billion. The Company follows a robust credit memniters
monitoring process to cnsure it has adeguate-appropriate credit support and, as of December 31, 2623-2024 , 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 credit losses under ASC 326, Financial Instruments- Credit Losses. For debt securities held-
to- maturity and available- for- sale, the Company estimates current expected credit losses. An allowance for credit losses is



established for losses on debt securities held- to- maturity 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 of this Annual Report on Form 10- K . 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 experienced credit losses, our
future earnings, stockholders’ equity, regulatory capital , and continuing operations could be materially adversely affected. Our
income property loans, consisting of commercial real estate and 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 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 multi- family
loans also expose us to credit risk because the collateral securing these loans often cannot be sold easily at acceptable terms .
In addition, many of our commercial real estate and 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 and its
aftermath 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. If we foreclose on a commercial real estate or 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 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 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 multi- family loans inereased-decreased during
the year ended December 31, 2023-2024 -to $ 4410 . 1-6 billion, or 43-45 % of our total loans held for investment , from $ 9-11
.51 billion, or 33-43 % of our total loans held for investment, as of December 31, 2022-2023 . 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.
Our Fe-be-profitable-profitability ;-we-have-depends to a large extent upon our ability to earn more money in interest that
we receive on loans and investments than we pay to our depositors and lenders in interest . Any change in general market
interest rates, whether as a result of changes in the monetary policy of the FRB or otherwise, may have a significant
effect on net interest income and prepayments on our loans . [f 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. If interest rates decline, our fixed, higher- rate loans may be refinanced at lower rates or paid off and our
investments may be prepaid earlier than expected. If that occurs, we may have to redeploy the loan or investment
proceeds into lower yielding assets, which might also decrease our income. Accordingly, changes in levels of market
interest rates could materially and adversely affect our financial condition, net interest margin, results of operations, and
profitability. Changes in interest rates also have a significant impact on the carrying value of certain of our assets, such
as investment securities, on our balance sheet. [n a rapidly changing interest rate environment, we may not be able to manage
our interest rate risk effectively, which would adversely impact our financial condition and results of operations. The credit
rating agencies regularly evaluate the Company and the Bank, and credit ratings are based on a number of factors, including our
financial strength and ablhty to generate earnings, as well as factors not entirely within our control, including conditions
affectlng the ﬁnan01al services 1ndustry, the economy, and changes in ratlng methodologles —I-n—Beeenaber—292—3—1-n—eeﬁneeﬂeﬁ




we will maintain our current credit ratings. A downgrade of the credit ratings of the Company or the Bank could adversely
affect our access to liquidity and capital and could significantly increase our cost of funds, trigger additional collateral or
funding requirements, and decrease the number of investors and counterparties willing to lend to us or purchase our securities,
reducing our ability to generate earnings. At December 31, 2623-2024 , there were two individual real estate construction and
land commitments greater than or equal to $ 100 million with the largest commitment being $ 135 million. At December 31,
2023-2024 , these two individual commitments totaled $ 240 million and had an aggregate outstanding balance of $ +46-182
million. The projects financed by these commitments are two mattifamity-multi- family projects. At December 31, 2623-2024 ,
we had fewr-six individual loan commitments greater than or equal to $ 150 million that ranged in size from $ 150 million to §
500 million and totaled $ 1.6-3 billion and had an aggregate outstanding balance of $ 465-617 million. Two of these
commitments totaling $ 695650 million were equity fund loans, two of these commitments totaling $ 300 million were
warehouse lending loans, one of these commitments totaling $ 200 million was a lender finance loan, and one of these
commltments totahng $ 175 mllhon was a 10an secured by a mu-}t-rfam-ﬂry—multl- family property ;end-one-ofthese-eommitments
g v b etvables-. We depend on checking, savings and money market deposit
account balances and other forms of dep0s1ts 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. 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 met the FDIC’ s definition of *“ well- capitalized ” as of December 31, 2023-2024 , 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 our deposit businesses, including the interest rate we pay on deposits. An inability to develop
and maintain a strong deposit base could have a material adverse impact on our business, financial condition, and results of
operations. 2020 saw a competitive landscape for deposits, which competition continued through 2021 and was exacerbated in
2022 and 2023 by the rising interest rate environment . 2024 continued to be shaped by higher interest rates for most of the
year, although the federal funds rate cuts of 100 basis points toward the latter part of the year signal a slight easing,
though rates remain elevated compared to historical levels . [n a competitive market, depositors have many choices as to
where to place their deposit 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 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, 2623-2024 ,
approximately 23-26 % 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 in recent years by thereeent-cvents 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 reeent-2023 banking industry events may
have other adverse impacts on the Bank. For example, these developments may continue to 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 heave-increased significantly aﬂd-afe—e*peefed—te-ft&t-her—mefease—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-our exceeding $
10 billion in assets. Fhese-inereased-Increased premiums swewtd-have had an adverse effect on our net ireeme-earnings and
results of operations , and any further increases would be expected to as well . 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 are 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 agency to maintain the capital of a subsidiary bank.
Moreover, 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
provide sufficient capital resources and liquidity to meet our commitments and business needs, which could include the
possibility of financing acquisitions. 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 or reduce our operations. Our ability to raise
additional capital depends on conditions in the capital markets, economic conditions, and a number of other factors, including
investor perceptions regarding the financial services and banking industry, market conditions , and governmental activities, and
on our financial condition and performance. Accordingly, we may be unable to raise additional capital if needed or on
acceptable terms. If we fail to maintain capital to meet regulatory requrrements our l1qu1d1ty, busrness ﬁnancral condrtron and
results of 0perat10ns could be adversely affected - 0 i y

Company 18 the parent company of, and a separate and d1st1nct legal entity from, the Banl( Legal ent1ty 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 those subsidiaries to the parent company or other subsidiaries. Applicable laws and
regulations, including capital and liquidity requirements, could restrict the Bank’ s ability to pay dividends or distribute capital
to the Company, whrch could adversely affect our cash ﬂow and financial condition —Fhere-ean-be-ne-assuranee-as-to-thetevelof
v v N ele-. Holders of our common stock and NVCE stock are only entitled
to receive such drvrdends as our Board of D1rect0rs 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. In addition, in the
future, we may enter into borrowing or other 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. Business- Supervision and Regulation- Banc of California, Inc.- Repurchases / Redemptions;
Dividends" and" Item 1. Business- Supervision and Regulation- The Bank- Dividends," each included in this Annual Report on
Form 10- K. We operate in a highly regulated environment and our business, operations, and income may be adversely affected
by changes in laws, rules, and regulations governing our operations. We are subject to extensive regulation, supervision and
legal requirements that affect virtually all aspects of our business and operations. The regulatory agencies governing banking
organizations are focused on protecting customers, depositors, the DIF Depesitinsuranee-Fuand-, and the overall financial
stability of the United States — not our stockholders or creditors. See Item 1 — Supervision and Regulation included in this
Annual Report on Form 10- K for information on the regulation and supervision framework which governs our Company and
its activities. We are regularly examined and inspected by our regulators, including the FRB and DFPI. Our regulators have
extensive authority and discretion in their interpretation, implementation, supervision and enforcement of their regulatory
agenda, including on matters related to: * dividends or capital distributions by the Bank or the Company; ¢ capital and liquidity
requirements applicable to us, including the imposition of requirements more stringent than those required under generally
applicable laws; ¢ the types and terms of products we offer, activities we may conduct, our operations, or investments we may
make; ¢ the composition, risk characteristics, potential adverse classification, allowance and risk reserves in connection with our




loans or other assets, including reclassifying assets; ¢ level of our deposit insurance premiums; * our deposit- gathering and other
funding sources; ¢ the quality of our board and management oversight; ¢ the effectiveness of our risk management and
compliance program, including with respect to consumer protection, information technology, cybersecurity, third- party risk
management, anti- money laundering and sanctions; ¢ the Bank’ s commitment to helping meet the credit needs of low- and
moderate- income neighborhoods under the CRA; ¢ their willingness to approve applications, such as the establishment of new
branches, the commencement of new activities, or the conduct of mergers and acquisitions; and ¢ our rate of growth and other
expansionary or strategic initiatives. Also, failure by the Company to meet the applicable eligibility requirements for financial
holding company status (including capital and management requirements and that the Bank maintain at least a “ Satisfactory ”
CRA rating) may result in restrictions on certain activities of the Company, including the commencement of new activities and
mergers with or acquisitions of other financial institutions and could ultimately result in the loss of financial holding company
status. We must devote substantial time and resources to compliance and meeting our regulators’ supervisory expectations,
which may adversely affect our ability to operate profitably or to pursue advantageous business opportunities. Congress, state
legislatures , and federal and state agencies continually review banking, lending , and other laws, regulations and policies for
possible changes , and there have been significant revisions to the laws, regulations, and policies applicable to banks and
bank holding companies that have been enacted or proposed in recent years . 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,
whielrincluding based on changes in the U. S. presidential administrations or one or both houses of Congress and other
factors, and this could require us to hold more capital or liquidity or have other adverse effects on our businesses or
profitability. Moreover, changes in the leadership of federal banking agencies may impact rulemaking, supervision,
examination, and enforcement priorities and policies of the agencies, and which may result in changing interpretations of
existing rules and guidance. The impact of such changes may impact our business and our customers' business in
unpredictable ways. Any change in such regulation and oversight, whether in the form of regulatory policy, new regulations or
legislation, that applies to us er-additional-depesitinsturanee-premams-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. Any new laws,
rules and regulations such as the California Consumer Privacy Act (the “ CCPA ) and the Colorado Privacy Act could make
compliance more difficult, expensive, costly to implement or may otherwise adversely affect our business, financial condition or
growth prospects. Such changes could subject us to additional costs, limit the types of financial services and products we may
offer and / or 1ncrease the ablhty of non- banks to offer competlng ﬁnanc1a1 serv1ces and products among other thlngs —We-area

subject to a Varlety of htlgatlon pertalnlng to ﬁdumary and other claims and legal proceedlngs in the ordmary course of business
and in connection with the Merger. Currently, there are certain legal proceedings 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 discussion on current legal proceedings, see" Item 3.
Legal Proceedings," and Note 13. Commitments and Contingencies of the Notes to Consolidated Financial Statements included
in Item 8 of this Annual Report on Form 10- K . 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 deduction for individual
taxpayers has increased the after- tax cost of owning a home for many of our existing clients. The value of the properties
securing loans in our loan portfolio may be adversely 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. 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 are deemed to have engaged in unsafe or unsound
conduct, or if we do not satisfy our regulators’ supervisory expectations, then we may be subject to increased scrutiny,
supervisory criticism, governmental or private litigation and / or a wide range of potential monetary penalties or enforcement
actions. Such actions could arise even if we are acting in good faith or operating under a reasonable interpretation of the law.
Such actions may be public or of a confidential supervisory nature. Such actions could include, for example, monetary penalties,
payment of damages, restitution or disgorgement of profits, directives 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 the Bank’ s
deposit insurance. Such actions could have an adverse effect on our business, financial condition , and results of operations,
including as a result of reputational harm . In addition, the U. S. federal government, U. S. states, and certain other
countries and regions have adopted or are considering legislation, regulation, or policies that reflect diverging and, in
some cases, potentially conflicting, policy goals, for example, on social and environmental topics such as climate change,
diversity, and companies’ actions, commitments, and initiatives on such issues. Compliance with such laws, regulations,
or policies, including any that may be adopted in the future, could, among other things, increase the costs of operating
our businesses, reduce the demand for our products and services, impact our ability to meet or maintain current or
future goals, targets or commitments, and increase our legal, operational, and reputational risks, any or all of which
could adversely affect our results of operations . Our federal regulators have extensive discretion in connection with their
supervisory and enforcement activities over our operations and compliance laws and regulations. Any new laws and regulations
could make compliance more difficult or expensive or 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 our federal regulators’ enforcement authority, significant civil or criminal
monetary penalties, consent orders, or other regulatory actions can be assessed against the Bank. Such actions could require us
to make changes to our operations, including the clients that we serve, and may have an adverse impact on our operating results.
The provision of financial services to consumers is governed by a wide range of laws and regulations, including the Equal Credit
Opportunity Act, the Fair Housing Act, the GLBA, and the Dodd- Frank Wall Street Reform and Consumer Protection Act of
2010. The CFPB, 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 institution’ s performance under
certain of these in private or class action litigation. In addition, the CFPB has broad rulemaking, supervisory , and enforcement
powers under various federal consumer financial protection laws with respect to banking organizations with assets of $ 10 billion
or more. The examination, supervision , and enforcement of those laws and implementing regulations by the CFPB have created
a more intense and complex environment for consumer finance regulation. The Bank has assets of at least $ 10 billion; therefore,
we are subject to the supervision, examination, and primary enforcement jurisdiction of the CFPB with respect to federal
consumer financial protection laws. Compliance with the rules and policies adopted by the CFPB has limited the products we
may offer to some or all of our clients, 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, financial condition, results of operations , and / or competitive position
may be adversely affected as a result. We are subject to a wide range of laws related to anti- money laundering, economic
sanctions and prevention of financial crime, including but not limited to the BSA, the USA PATRIOT Act and economic
sanctions programs. We are required to, among other things, maintain an effective anti- money laundering and counter- terrorist
compliance program, identify and file suspicious activity and currency transaction reports, and block transactions with
sanctioned persons or jurisdictions. Compliance with these laws requires significant investment of management attention and
resources. These laws are enforced by a number of regulatory authorities, including the FRB, OFAC, the Financial Crimes
Enforcement Network, the U. S. Department of Justice, Drug Enforcement Administration, and Internal Revenue Service.
Failure to comply with these laws, or to meet our regulators’ supervisory expectations in connection with these laws, could
subject us to supervisory or enforcement action, significant financial penalties, criminal liability , and / or reputational harm.
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 grven that these pohcres and procedures will be effectlve in detecting violations
of these laws and regulatrons Severe Weather Re : ¢ A :

v ker-, natural disasters such as earthquakes and wildfires, pandemics,
epldemlcs and other publlc health crlses, acts of war or terrorism (and any responses thereto), pandemtes-{inelading-the
ongoing-COVID-—19-pandemie);-epidemies-and other health-related-erises;and-other-adversecxternal events have had and could
have a significant adverse 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 such event could have a material adverse effect on us or our
results of operations and our financial condition. Ongoing geopolitical instability, including as a result of Russia’ s invasion of
Ukraine and the reeent-conflict in the Middle East eenfliet, has negatively impacted, 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 adversely affects our business, financial condition and results of operations, as well
as our liquidity and capital proﬁle 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 conflict in Ukraine

and in the Middle East, and the humanitarian toll inflicted by such conflicts. Fhe-upeoming-H—S—presidential-eleettonrmay-alse



I geopohtlcal 1n§tab1hty adversely affecti us, it may also have the

results of operatlon% are dependent on the national and local economy, partlcularly 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, San 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: » Pemand-demand for our products and services may decline; * £eanloan delinquencies, problem
assets and foreclosures may increase; * €eHateral-collateral for our loans may decline in value; and « Fhe-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 1mportance of depository 1n§t1tut10n§ and other financial
intermediaries in the transfer of fund% between parties. 51 fs : :




