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Our business and results of operations are subject to numerous risks and uncertainties, many of which are beyond our control.
The material risks and uncertainties that management believes affect the Company are described below. Additional risks and
uncertainties that management is not aware of or that management currently deems immaterial may also impair the Bank’ s
business operations. This report is qualified in its entirety by these risk factors. If any of the following risks actually occur, our
business, financial condition, and results of operations could be materially and adversely affected. Our risk factors can be
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CREDIT AND INTEREST RATE RISKS Our loan portfoho has a s1s_mhcdnt Concentmtlon in commeIcml redl estate and
commercial construction loans. Our loan portfolio is made up largely of commercial real estate loans and commercial
construction loans. At December 31, 2623-2024 , we had approximately $ 1. +4-39 billion of commercial real estate loans, which
represented 73-76 . 81 % of our total loan portfolio. Our commercial real estate loans include loans secured by owner- occupied
and non- owner- occupied tenanted properties for commercial uses and multi- family loans. The portfolio also consists of
construction loans of approximately $ 3+6-257 . 2 million, or 26-14 . 8-1 %, of our total loan portfolio as of December 31, 2623
2024 . In addition, we make both secured and unsecured commercial and industrial loans. At December 31, 2023-2024 , we had
$ 5492 . 8-9 million of commercial and industrial loans, which represented 3-5 . 3-1 % of our total loan portfolio. Commercial
real estate loans generally expose a lender to a higher degree of credit risk of nonpayment and loss than other loans because of
several factors, including dependence on the successful operation of a business or a project for repayment, the collateral securing
these loans may not be sold as easily as for other loans, and loan terms may include a balloon payment rather than full
amortization over the loan term. In addition, commercial real estate loans typically involve larger loan balances to single



borrowers or groups of related borrowers. Underwriting and portfolio management activities cannot completely eliminate all
risks related to these loans. Any significant failure to pay on time by our customers or a significant default by our customers
could materially and adversely affect us. Loans secured by owner- occupied real estate are reliant on the underlying operating
businesses to provide cash flow to meet debt service obligations, and as a result they are more susceptible to the general impact
on the economic environment affecting those operating companies as well as the real estate market. In general, construction and
land lending involve additional risks because of the inherent difficulty in estimating a property’ s value both before and at
completion of the project as well as the estimated cost of the project and the time needed to sell the property at completion.
Construction costs may exceed original estimates as a result of increased materials, labor or other costs. Because of the
uncertainties inherent in estimating construction costs, as well as the market value of the completed project and the effects of
governmental regulation on real property, it is relatively difficult to evaluate accurately the total funds required to complete a
project and the related loan- to- value ratio. Changes in the demand, such as for new housing and higher than anticipated
building costs may cause actual results to vary significantly from those estimated. For these reasons, this type of lending also
typically involves higher loan principal amounts and is often concentrated with a small number of builders. A downturn in
housing, or the real estate market, could increase loan delinquencies, defaults and foreclosures, and significantly impair the
value of our collateral and our ability to sell the collateral upon foreclosure. Some of our builders have more than one loan
outstanding with us and also have residential mortgage loans for rental properties with us. Consequently, an adverse
development with respect to one loan or one credit relationship can expose us to a significantly greater risk of loss. 25 In
addition, no payment from the borrower is required during the term of most of our construction loans since the accumulated
interest is added to the principal of the loan through an interest reserve. As a result, construction loans often involve the
disbursement of substantial funds with repayment dependent on the success of the ultimate project and the ability of the
borrower to sell or lease the property or refinance the indebtedness, rather than the ability of the borrower or guarantor to repay
principal and interest. If the appraisal of the value of the completed project proves to be overstated, we may have inadequate
security for the repayment of the loan upon completion of construction of the project and may incur a loss. Because construction
loans require active monitoring of the building process, including cost comparisons and on- site inspections, these loans are
more difficult and costlier to monitor. Increases in market rates of interest may have a more pronounced effect on construction
loans by rapidly increasing the end- purchasers’ borrowing costs, thereby reducing the overall demand for the project.
Properties under construction are often difficult to sell and typically must be completed in order to be successfully sold which
also complicates the process of working out problem construction loans. This may require us to advance additional funds and /
or contract with another builder to complete construction. Further, in the case of speculative construction loans, there is added
risk associated with identifying an end- purchaser for the finished project which poses a greater potential risk to us than
construction loans to individuals on their personal residences. Loans on land under development or held for future construction
as well as lot loans made to individuals for the future construction of a residence also pose additional risk because of the lack of
income being produced by the property and the potential illiquid nature of the collateral. These risks can also be significantly
impacted by supply and demand conditions. Any recession in our local economy and commercial real estate market may make it
more difficult for commercial real estate borrowers to repay their loans in a timely manner as commercial real estate borrowers’
ability to repay their loans frequently depends on the successful development of their properties. The deterioration of one or a
few of our commercial real estate loans could cause a material increase in our level of nonperforming loans, which would result
in a loss of revenue from these loans and could result in an increase in the provision for loan losses and / or an increase in charge
offs, all of which could have a material adverse impact on our net income. We also may incur losses on commercial real estate
loans due to declines in occupancy rates and rental rates, which could occur as a result of less need for office space due to more
people working from home or other factors. This would decrease property values and may decrease the likelihood that a
borrower may find permanent financing alternatives. Any weakening in the commercial real estate market will increase the
likelihood of default on these loans, which could negatively impact our loan portfolio’ s performance and asset quality. If we are
required to liquidate the collateral securing a loan to satisfy the debt during a period of reduced real estate values, we could
incur material losses. Any of these events could increase our costs, require management time and attention, and materially and
adversely affect us. 22-Federal banking agencies have issued guidance regarding high concentrations of commercial real estate
loans within bank loan portfolios. The guidance requires financial institutions that exceed certain levels of commercial real
estate lending compared with their total capital to maintain heightened risk management practices that address the following key
elements: board and management oversight and strategic planning, portfolio management, development of underwriting
standards, risk assessment and monitoring through market analysis and stress testing, and maintenance of increased capital
levels as needed to support the level of commercial real estate lending. If there is any deterioration in our commercial real estate
portfolio or if our regulators conclude that we have not implemented appropriate risk management practices, it could adversely
affect our business, and could result in the requirement to maintain increased capital levels or restrict our ability to originate new
loans secured by commercial real estate. We can provide no assurance that capital would be available at that time. The nature of
our construction loan portfolio may expose us to increased lending risks. A Given-thereeentgrowth-inrourtean-portfotio;a
portion of our construction loans are unseasoned, meaning that they were originated relatively recently. Our limited time with
these loans does not provide us with a significant payment history pattern with which to judge future collectability. As a result, it
may be difficult to predict the future performance of our loan portfolio. 26 These loans may have delinquency or charge off
levels above our expectations, which could negatively affect our performance. The small to mid- sized businesses that we lend
to may have fewer resources to weather a downturn in the economy, which may impair a borrower’ s ability to repay a loan to us
that could materially harm our operating results. We target our business development and marketing strategy primarily to serve
the banking and financial services needs of small to mid- sized businesses. These small to mid- sized businesses frequently have
smaller market share than their competition, may be more vulnerable to economic downturns, often need substantial additional



capital to expand or compete and may experience significant volatility in operating results. In addition, the success of a small to
mid- sized business often depends on the management talents and efforts of one or two persons or a small group of persons, and
the death, disability or resignation of one or more of these persons could have a material adverse impact on the business and its
ability to repay a loan. Any economic downturns and other events that negatively impact our market areas could cause us to
incur substantial credit losses that could negatively affect our results of operations and financial condition. Our allowance for
credit losses may not be adequate to cover actual losses. Like all financial institutions, we maintain an allowance for credit
losses to provide for loan defaults and nonperformance. The process for determining the amount of the allowance is critical to
our financial results and condition. It requires difficult, subjective and complex judgments about external factors, including the
impact of national and regional economic conditions on the ability of our borrowers to repay their loans. If our judgment proves
to be incorrect, our allowance for credit losses may not be sufficient to cover losses inherent in our loan portfolio. Further, state
and federal regulatory agencies, as an integral part of their examination process, review our loans and allowance for credit losses
and may require an increase in our allowance for credit losses. Although we believe that our allowance for credit losses at
December 31, 2623-2024 is adequate to cover known and probable incurred losses included in the portfolio, we cannot provide
assurances that we will not further increase the allowance for credit losses or that our regulators will not require us to increase
this allowance. Either of these occurrences could adversely affect our earnings. Increased interest rates have decreased the value
of a portion of the Company’ s securities portfolio, and the Company would realize losses if it were required to sell such
securities to meet liquidity needs. As a result of inflationary pressures and the resulting rapid increases in interest rates ever-the
fasttwo-years-from early 2022 into 2023 , the fair value of our securities classified as available for sale has declined. These
securities make up a majority of the securities portfolio of the Company, resulting in unrealized losses embedded in other
comprehensive income as a part of sharecholders’ equity. If the Company were required to sell such securities to meet liquidity
needs, including in the event of deposit outflows or slower deposit growth, it may incur losses, which could impair the
Company’ s capital, financial condition, and results of operations and require the Company to raise additional capital on
unfavorable terms, thereby negatively impacting its profitability. While the Company has taken actions to maximize its funding
sources, there is no guarantee that such actions will be successful or sufficient in the event of sudden liquidity needs. 23-The
financial services industry is undergoing a period of great volatility and disruption. Changes in interest rates, in the shape of the
yield curve, or in valuations in the debt or equity markets or disruptions in the liquidity or other functioning of financial
markets, most of which have occurred, could directly impact us in one or more of the following ways: * Net interest income, the
difference between interest earned on interest- earning assets and interest paid on interest- bearing liabilities, represents a
significant portion of our earnings. Both increases and decreases in the interest rate environment may reduce our profits. We
expect that we will continue to 27 realize income from the spread between the interest we earn on loans, securities and other
interest earning assets, and the interest we pay on deposits, and borrowings (when applicable). The net interest spread is affected
by the differences between the maturity and repricing characteristics of our interest earning assets and interest- bearing
liabilities. Our interest- earning assets may not reprice as slowly or rapidly as our interest- bearing liabilities. « The market value
of our securities portfolio may decline and result in other than temporary impairment charges. The value of the securities in our
portfolio is affected by factors that impact the U. S. securities markets in general as well as specific financial sector factors and
entities. Uncertainty in the market regarding the financial sector has at times negatively impacted the value of securities within
our portfolio. Further declines in these sectors may in future result in other than temporary impairment charges. * Asset quality
may deteriorate as borrowers become unable to repay their loans. Changes in interest rates may adversely affect our earnings
and financial condition. Our net income depends primarily upon our net interest income. The level of net interest income is
primarily a function of the average balance of our interest- earning assets, the average balance of our interest- bearing liabilities,
and the spread between the yield on such assets and the cost of such liabilities. These factors are influenced by both the pricing
and mix of our interest earning assets and our interest- bearing liabilities which, in turn, are impacted by such external factors as
the local economy, competition for loans and deposits, the monetary policy of the Federal Open Market Committee of the
Federal Reserve, and market interest rates. A sustained increase in market interest rates could adversely affect our earnings if our
cost of funds increases more rapidly than our yield on our interest earning assets and compresses our net interest margin. In
addition, the economic value of equity could decline if interest rates increase. Different types of assets and liabilities may react
differently, and at different times, to changes in market interest rates. We expect that we will periodically experience gaps in the
interest rate sensitivities of our assets and liabilities. That means either our interest- bearing liabilities will be more sensitive to
changes in market interest rates than our interest- earning assets, or vice versa. When interest- bearing liabilities mature or re-
price more quickly than interest earning assets, an increase in market rates of interest could reduce our net interest income.
Likewise, when interest earning assets mature or re- price more quickly than interest bearing liabilities, falling interest rates
could reduce our net interest income. We are unable to predict changes in market interest rates, which are affected by many
factors beyond our control, including inflation, deflation, recession, unemployment, money supply, domestic and international
events and changes in the United States and other financial markets. We also attempt to manage risk from changes in market
interest rates, in part, by controlling the mix of interest rate sensitive assets and liabilities. However, interest rate risk
management techniques are not exact. A rapid increase or decrease in interest rates could adversely affect our results of
operations and financial performance. RISKS RELATED TO THE BANK’ S COMMON STOCK The Holding Company”’ s
ability to pay dividends depends primarily on receiving dividends from the Bank, which is subject to regulatory limits and the
Bank’ s performance. The Company is a bank holding company and banking operations are conducted by its subsidiary, the
Bank. The Company’ s ability to pay dividends depends on its receipt of dividends from the Bank. Dividend payments from the
Bank are subject to legal and regulatory limitations, generally based on net profits and retained earnings, imposed by the various
banking regulatory agencies. The ability of the Bank to pay dividends is also 28 subject to its profitability, financial condition,
capital expenditures, other cash flow requirements, and other factors deemed relevant by its Board of Directors. There is no



assurance that the Bank will be able to pay dividends in the future, and if able, that the dividends will be at the same rate as
2623-2024 , or that the Company will generate adequate cash flow from the Bank to pay dividends in the future. The Company’
s failure to pay dividends on its common stock could have a material adverse effect on the market price of its common stock. 24
Our stock price may reflect securities market conditions. The effectiveness of governmental, fiscal and monetary policies, and
regulatory responses to the market conditions affect the financial markets and the market prices for securities generally, and the
market prices for bank stocks, including our common stock. The stock market’ s gains due to a concentration of high growth
companies has been adversely affected by inflation and higher interest rates and other national and international events.
ECONOMIC RISKS Inflation can have an adverse impact on the Company’ s business and its customers. Inflation risk is the
risk that the value of assets or income from investments will be worth less in the future as inflation decreases the value of
money. Over the past year, in response to a pronounced rise in inflation, the Federal Reserve has raised certain benchmark
interest rates to combat inflation. As discussed above under “ CREDIT AND INTEREST RATE RISKS — Changes in interest
rates may adversely affect our earnings and financial condition . ” , as inflation increases and market interest rates rise, the value
of the Company’ s investment securities, particularly those with longer maturities, would decrease, although this effect can be
less pronounced for floating rate instruments. In addition, inflation generally increases the cost of goods and services the
Company uses in its business operations, such as electricity and other utilities, and also generally increases employee wages, any
of which can increase the Company’ s non- interest expenses. Furthermore, the Company’ s customers are also affected by
inflation and the rising costs of goods and services used in their households and businesses, which could have a negative impact
on their ability to repay their loans with the Company. Sustained higher interest rates by the Federal Reserve to tame persistent
inflationary price pressures could also push down asset prices and weaken economic activity. A deterioration in economic
conditions in the United States and the Company’ s markets could result in an increase in loan delinquencies and non-
performing assets, decreases in loan collateral values and a decrease in demand for the Company’ s products and services, all of
which, in turn, would adversely affect the Company’ s business, financial condition and results of operations. We face risks
related to health epidemics and other outbreaks, severe weather, power or telecommunications loss, and terrorism which could
significantly disrupt our operations. Business disruptions can occur due to forces beyond the Bank’ s control such as severe
weather, power or telecommunications loss, accidents, flooding, terrorism, health emergencies, the spread of infectious diseases
or pandemics. Our business could be adversely impacted by the effects of any of these events to the extent that they harm the
local or national economy. Any of these events may also impact our branches, our operations, our customers and / or our
vendors, which may materially and adversely affect our business, financial condition and results of operations. These business
disruptions may include temporary closure of our branches and / or the facilities of our customers or vendors and suspension of
services, which may materially and adversely affect our business, financial condition and results of operations. Market
conditions and economic cyclicality may adversely affect our industry. Market developments, including unemployment, price
levels, stock and bond market volatility, and changes, including those resulting from world events, affect consumer confidence
levels, economic activity and inflation. Changes in payment behaviors and payment rates may increase delinquencies and default
rates, which could affect our earnings and credit quality . 29 Instability in global economic conditions and geopolitical
matters could have a material adverse effect on our results of operations and financial condition. Instability in global
economic conditions and geopolitical matters could have a material adverse effect on our results of operations and
financial condition. The macroeconomic environment in the U. S. is susceptible to global events and volatility in financial
markets. For example, global conflicts (including the continuing conflicts involving Ukraine and the Russian Federation
and those in the Middle East) or other similar events, as well as government actions of other restrictions in connection
with such events, and trade negotiations between the U. S. and other nations could adversely impact economic and
market conditions for the Company and its clients and counterparties. In addition, global supply chain disruptions may
cause prolonged inflation, adversely impact consumer and business confidence, and adversely affect the economy as well
as our financial condition and results . OPERATIONAL RISKS Further negative developments in the banking industry could
adversely affect our business operations and our financial condition and results of operations. The large bank failures during the
first half of 2023 and related negative media attention generated significant market trading volatility among publicly traded bank
holding companies and, in particular, regional, as well as community banks like the Company. Similar developments in the
future could negatively impact customer confidence in regional and community banks, which could prompt customers to move
their deposits to larger financial institutions. Further, competition for deposits has increased in recent periods, and the cost of
funding has similarly increased, putting pressure on our net interest margin. If we were required to sell a portion of our securities
portfolio to address liquidity needs, we may incur losses, including as a result of the negative impact of rising interest rates on
the value of our securities portfolio, which could negatively affect our earnings and our capital. If we were required to raise
additional capital in the current environment, any such capital raise may be on unfavorable terms, thereby negatively impacting
book value and profitability. While we have taken actions to improve our funding, there is no guarantee that such actions will be
successful or sufficient in the event of sudden liquidity needs. 25-There has also been increased regulatory scrutiny — in the
course of routine examinations and otherwise — and new regulations directed towards banks of similar size to the Company,
designed to address the negative developments in the banking industry in 2023, all of which may increase our costs of doing
business and reduce our profitability. Among other things, there may be an increased focus by both regulators and investors on
deposit composition, the level of uninsured deposits, losses embedded in the held- to- maturity portion of our securities
portfolio, contingent liquidity, CRE composition and concentration, capital position and our general oversight and internal
control structures regarding the foregoing. As a result, the Company could face increased scrutiny or be viewed as higher risk by
regulators and the investor community. Competition from other financial institutions in originating loans and attracting deposits
may adversely affect our profitability. We face substantial competition in originating loans. This competition comes principally
from other banks, savings institutions, mortgage banking companies, credit unions and other lenders in our market area, which is



generally an area within an approximate 100- mile radius of Princeton and dominated by large statewide, regional and interstate
banking institutions. Many of our competitors enjoy advantages, such as greater financial resources and higher lending limits, a
wider geographic presence, more accessible branch office locations, the ability to offer a wider array of services or more
favorable pricing alternatives, as well as lower origination and operating costs. This competition could reduce our net income by
decreasing the number and size of loans that we originate and the interest rates we may charge on these loans. 30 These
competitors may offer higher interest rates on deposits than we do, which could decrease the deposits that we attract or require
us to increase our interest rates on deposit accounts to retain existing deposits or attract new deposits. Increased deposit
competition could adversely affect our ability to generate the funds necessary for lending operations and may increase our cost
of funds. Additionally, these competitors may offer lower interest rates on loans than we do, which could decrease the amount
of loans that we attract or require us to decrease our interest rates on loans to attract new loans. Increased loan competition could
adversely affect our net interest margin. We also compete with non- bank providers of financial services, such as brokerage
firms, consumer finance companies, insurance companies and governmental organizations which may offer more favorable
terms. Some of our non- bank competitors are not subject to the same extensive regulations that govern our operations. As a
result, such non- bank competitors may have advantages over us in providing certain products and services. This competition
may reduce or limit our margins on banking services, reduce our market share and adversely affect our results of operations and
financial condition. If deposit levels are not sufficient, it may be more expensive to fund loan originations. Our deposits have
been our primary funding source. In current market conditions, depositors may choose to redeploy their funds into higher
yielding investments, the stock market or other investment alternatives, regardless of our effort to retain such depositors. If this
occurs, it will hamper our ability to grow deposits and could result in a net outflow of deposits. Our average total deposits for
the year ended December 31, 2023-2024 of $ 1. 5483 billion were $ 400-318 . 49 million higher than the $ 1. 4451 billion for
the year ended December 31, 2022-2023 , but a substantial portion of that deposit growth was due to the CFC acquisition .
We will continue to focus on deposit growth, which we use to fund loan originations. However, if we are unable to sufficiently
increase our deposit balances, we will be required to increase our use of alternative sources of funding, including FHLB
advances, or to increase our deposit rates in order to attract additional deposits, each of which would increase our cost of funds.
We must maintain and follow high underwriting standards to grow safely. Our ability to grow our assets safely depends on
maintaining disciplined and prudent underwriting standards and ensuring that our relationship managers and lending personnel
follow those standards. The weakening of these standards for any reason, such as to seek higher yielding loans, or a lack of
discipline or diligence by our employees in underwriting and monitoring loans, may result in loan defaults, foreclosures and
additional charge offs and may necessitate that we significantly increase our allowance for credit losses. As a result, our
business, results of operations, financial condition or prospects could be adversely affected. We are a community bank and our
ability to maintain our reputation is critical to the success of our business and the failure to do so may materially adversely affect
our performance. We are a community bank, and our reputation is one of the most valuable components of our business. As
such, we strive to conduct our business in a manner that enhances our reputation. This is done, in part, by recruiting, hiring and
retaining employees who share our core values of being an integral part of the communities we serve, delivering superior
service to our customers and caring about our customers and associates. If our reputation is negatively affected by the actions of
our employees or otherwise, our business and, therefore, our operating results may be materially adversely affected.
Additionally, damage to our reputation could undermine the confidence of our current and potential clients in our ability to
provide financial services. Such damage could also impair the confidence of our counterparties and business partners, and
ultimately affect our ability to effect transactions. Maintenance of our reputation depends not only on our success in maintaining
our service- focused culture and controlling and mitigating the various risks described herein, but also on our success in
identifying and appropriately addressing issues that may arise in areas such as potential conflicts of interest, anti- money
laundering, client personal information and privacy issues, record- keeping, regulatory investigations and any 31 litigation that
may arise from the failure or perceived failure of us to comply with legal and regulatory requirements. Maintaining our
reputation also depends on our ability to successfully prevent third parties from infringing on the “ The Bank of Princeton ”
brand and associated trademarks. Defense of our reputation, including through litigation, could result in costs adversely
affecting our business, results of operations, financial condition or prospects. 26-Our internal control systems could fail to detect
certain events. We are subject to certain operational risks, including but not limited to data processing system failures and errors
and customer or employee fraud. We maintain a system of internal controls to mitigate such occurrences which system recently
had to be modified to cover the additional risks caused by the increase in the amount of time our employees are working
remotely. We also maintain insurance coverage for such risks. However, should such an event occur that is not prevented or
detected by our internal controls, is uninsured or in excess of applicable insurance limits, it could have a significant adverse
effect on our business, results of operations, financial condition or prospects. If we cannot favorably assess the effectiveness of
our internal controls over financial reporting, we may be subject to additional regulatory scrutiny. Like other banks of our size,
our management is required to prepare a report that contains an assessment by management of the effectiveness of our internal
control structure and procedures for financial reporting (including the Call Report that is submitted to the FDIC) as of the end of
each fiscal year. The rules that must be met for management to assess our internal controls over financial reporting are complex
and require significant documentation and testing and possible remediation of internal control weaknesses. The effort to comply
with regulatory requirements relating to internal controls will likely cause us to incur increased expenses and will cause a
diversion of management’ s time and other internal resources. We also may encounter problems or delays in completing the
implementation of any changes necessary to make a favorable assessment of our internal control over financial reporting. If we
cannot favorably assess the effectiveness of our internal control over financial reporting, investor confidence and the price of our
common stock could be adversely affected, and we may be subject to additional regulatory scrutiny. We rely on third parties to
provide key components of our business infrastructure, and the failure of these parties to fulfil their obligations to us could



disrupt our operations. Third parties provide key components of our business infrastructure such as data processing, internet
connections, network access, core application processing, statement production and account analysis. Our business depends on
the successful and uninterrupted functioning of our information technology and telecommunications systems and third- party
servicers. The failure of these systems, or the termination of a third- party software license or service agreement on which any of
these systems is based, could interrupt our operations. Because our information technology and telecommunications systems
interface with and depend on third- party systems, we could experience service denials if demand for such services exceeds
capacity, or such third- party systems fail or experience interruptions. Replacing vendors or addressing other issues with our
third- party service providers could entail significant delay and expense. If we are unable to efficiently replace ineffective
service providers, or if we experience a significant, sustained or repeated, system failure or service denial, it could compromise
our ability to operate effectively, damage our reputation, result in a loss of customer business, and subject us to additional
regulatory scrutiny and possible financial liability, any of which could have a material adverse effect on our business, financial
condition, results of operations and future prospects. 32 We cannot predict how changes in technology will impact our business;
increased use of technology may expose us to service interruptions. The financial services market, including banking services, is
increasingly affected by advances in technology, including developments in: ¢ telecommunications; ¢ data processing; *
automation; ¢ Internet banking, including mobile banking; ¢ social media;  debit cards and so- called “ smart cards ”’; and
remote deposit capture. 27-Our ability to compete successfully in the future will depend, to a certain extent, on whether we can
anticipate and respond to technological changes. We offer electronic banking services for our consumer and business customers
including Internet banking, mobile banking and electronic bill payment, as well as banking by phone. We also offer ATM and
debit cards, wire transfers, and ACH transfers. The successful operation and further development of these and other new
technologies will likely require additional capital investment in the future. In addition, increased use of electronic banking
creates opportunities for interruptions in service which could expose us to claims by customers or other third parties. We can
provide no assurance that we will have sufficient resources or access to the necessary technology to remain competitive in the
future. We use Al in connection with our business and operations, which exposes us to inherent risks that may expose us
to material harm. Al in the banking industry refers to the use of advanced algorithms, machine learning, and
automation to enhance operational efficiency, improve customer experiences, strengthen security, and optimize financial
decision- making. Banks leverage Al for fraud detection, risk assessment, predictive analytics, chatbots for customer
service, personalized financial recommendations, and automated regulatory compliance. By analyzing vast amounts of
data in real time, Al helps institutions reduce costs, mitigate risks, detect anomalies, and deliver more efficient and
secure banking services. The Bank does not utilize Al for decision- making processes or internal bot usage as any
automation within the Bank is driven by macros and predefined rule- based workflows rather than AI- driven models.
Al technology, however, is employed within select third- party solutions integrated into our operations. These include
SentinelOne for advanced cybersecurity threat detection and response, Verafin for fraud detection and AML
compliance, the Glia Chatbot for enhancing customer service interactions, and CATO Networks for Al- driven network
security and optimization. These third- party tools that utilize a limited AI model support security, risk management,
and operational efficiency but do not influence credit, lending, or other decision- making functions within the Bank. We
do not believe that these products pose a material risk on the company’ s business or financial results. Al is complex and
rapidly evolving, and the introduction of Al, a relatively new and emerging technology in the early stages of commercial
use, into our business and operations may subject us to new or heightened legal, regulatory, ethical, operational,
reputational, or other risks. The models underlying AI may be valnerable-to-eyberattaeks-incorrectly or inadequately
designed or implemented and trained on, or otherwise use, data or algorithms that are, and output that may be,
incomplete, inadequate, misleading, biased, poor- quality or otherwise flawed, any of which may not be easily detectable.
Further, inappropriate or controversial data practices by developers and end- users or other factors adversely affecting
public opinion of Al could impair the acceptance of Al, including those incorporated 33 in or-our business and
operations. If the Al that we use is deficient, inaccurate or controversial, we could incur operational inefficiencies,
competitive harm, legal and regulatory action, brand or reputational harm, or other adverse impacts on our business
and financial results. Further, there can be no assurance that our use of AI will be successful in enhancing our business
or operations or otherwise result in our intended outcomes, and our competitors may incorporate Al into their
businesses or operations more quickly or more successfully than us. AI and the use thereof is also subject to a variety of
existing laws and regulations, including fair lending, consumer protection, intellectual property, cybersecurity, data
privacy, and equal opportunity, and is expected to be subject to new laws and regulations or new applications of existing
laws and regulations. Al is the subject of evolving review by various governmental and regulatory agencies, and changes
in laws and regulations governing AI may adversely affect our ability to use AIL. Additionally, various federal, state and
foreign governments and regulators have implemented, or are considering implementing, general legal and regulatory
frameworks for the appropriate use of Al It is possible that we will not be able to anticipate how to respond to these
rapidly developing laws and regulations. Further, if we do not have sufficient rights to use the data or algorithms on
which our Al solutions rely or the output generated thereby, we also may incur liability through the violation of
applicable laws and regulations, such as fair lending laws and regulations, third- party intellectual property, privacy or
other rights, or contracts to which we are a party. We may not be able to sufficiently mitigate or detect any of the
foregoing risks or concerns given our and other market participants’ lack of experience with using Al, the pace of
technological change, and rapid adoption of AI by our business partners and competitors. Any actual or perceived
failure to address risks or concerns relating to the use of AI, whether unfounded or not, could adversely affect our
business and operations. We face risks from cyber- attacks and other information or security breaches, including denial
of service attacks, hacking, social engineering attacks targeting our colleagues, contractors, and customers, malware



intrusion or data corruption attempts, and identity theft that could result in the disclosure of confidential, proprietary,
personal and other information, any of which could adversely affect our business or reputation, and create significant
legal and financial exposure. Our computer and data management systems and network infrastructure, and those of
third parties on which we are highly dependent, are subject to cybersecurity risks and could be susceptible to cyber-
attacks or other information or security breaches. Our business relies on the secure processing, transmission, storage,
and retrieval of confidential, proprietary, personal, and other information in our computer and data management
systems and network infrastructure, and in the computer and data management systems and network infrastructure of
third parties. In addition, to access our network, products, and services, our customers and other third parties may use
personal mobile devices or computing devices that are outside of our network environment and are subject to their own
cybersecurity risks. We, our customers, regulators, and other third parties, including other financial services institutions
and companies engaged in data processing, have been subject to, and are likely to continue to be the target of, cyber-
attacks or other information or security breaches. These cyber- attacks or other information or security breaches include
computer viruses, denial of service attacks, hacking, social engineering attacks (including phishing and smishing attacks)
targeting our colleagues, contractors, and customers, malware intrusion or data corruption attempts, ransomware,
improper access by employees or contractors, identity theft, and affeeting-that could result in the
unauthorized release, gathering, monitoring, misuse, loss, destruction, or other processing of confidential, proprietary,
personal, and other information of eur-ours eleetronte-data-, our employees, our customers, or of third parties, damage
our systems infrastructure or otherwise materially disrupt our, our customers’, or other third parties’ network
access or business operations. As cyber- attacks or other information or security breaches continue to evolve, we may be
required to expend significant additional resources to continue to modify or enhance our protective measures or to
investigate and remediate any cybersecurity vulnerabilities or cyber- attacks or other information or security breaches.
Despite efforts to ensure the integrity of our systems and implement controls, processes, policies, and other protective
measures, we may not be able to anticipate all security breaches, nor may we be able to implement sufficient preventive
measures against such cyber- attacks or other information or security breaches, which may result in material losses or
consequences for us. 34 Cybersecurity risks for banking organizations have significantly increased in recent years in part
because of the proliferation of new technologies, including Al, and the use of the internet and telecommunications
technologies to conduct financial transactions. For example, cybersecurity risks may increase in the future as we
continue to increase our mobile- payment and other internet- based delivery-offerings and expand our internal
usage of web- based products and applications. In addition, cybersecurity risks have significantly increased in recent
years in part due to the increased sophistication and activities of cyber threat actors, such as organized crime affiliates,
terrorist organizations, state- sponsored actors, hostile foreign governments, disgruntled employees or vendors, activists,
and other external parties, including those involved in corporate espionage, any of whom may enhance their efforts
through the use of AlL. Even the most advanced internal control environment may be vulnerable to compromise. Due to
increasing geopolitical tensions, nation state cyber- attacks and ransomware are both increasing in sophistication and
prevalence. Targeted social engineering and email attacks (i. e., “ spear phishing ” attacks) are becoming more
sophisticated and are extremely difficult to prevent. In such an attack, an attacker will attempt to fraudulently induce
colleagues, contractors, customers, clients, or other users of our and infrastructure to disclose sensitive
information in order to gain access to our, our customers’, or our clients’ systems and infrastructure, or the confidential,
proprietary, personal, or other information stored or processed thereon. Persistent attackers may succeed in penetrating
defenses given enough resources, time, and motive finanetal-serviees-industry-techniques used by cyber threat actors
change frequently, may not be recognized until launched, and may not be recogmzed untll well after a cyber- attack or
other information or security breach occurred. The speed exp afe-se
reported-eyberattacks-aimed- g&rﬂtﬁg—&ﬂaﬂﬂ&eﬂfed-sys-tefns—aeeess—whlch new vulnerabllltles are dlscovered and explmted
often before security patches are published, continues to rise. Remote work further increases the risk that we may
experience cyber- attack or other information or security breaches way-to-misappropriate-assets-result of our
employees, colleagues, contractors, sensitive-other third parties with which we do business or upon which we rely
working remotely on less secure systems and environments. The risk of a security breach caused by a cyber- attack or
other security breach at a third party with which we do business or upon which we rely , eerraptor by
unauthorized access by such third party, has also increased in recent years. Additionally, the existence of cyber- attacks
or other information or security breaches at such third parties with access to our confidential, proprietary, personal,
destroy-other information may not be disclosed to us in a timely manner. Further, our ability to monitor such third
parties’ cybersecurity practices is limited. Although we generally have agreements relating to cybersecurity and

privacy in place with third parties , we cannot guarantee that such agreements will prevent a cyber- attack or other
information or security breach impacting er-our confidential, proprietary, personal, or other information, or enable us to
obtain adequate or any reimbursement from such third parties in the event we should suffer any disruption,
compromise, failure, liability, reputational harm, or other cost or expense. Due to applicable laws and regulations or
contractual obligations, we may be held responsible for cyber- attacks or other information or security breaches
attributed to such third parties as they relate to the information we share with them. Cyber- attacks or other information
or security breaches, whether directed at us or third parties, may result in a material loss or have material consequences.
Furthermore, the public perception that a cyber- attack or other information or security breach on our systems or
infrastructure has been successful, whether or not this perception is correct, may damage our reputation with customers,
clients, and third parties with which we do business. Hacking of confidential, proprietary, personal, and other
information and identity theft risks, in particular, could operational-serious reputational harm. A successful




penetration or circumvention of our cybersecurity measures could cause us serious negative consequences, including:
loss of customers, clients, and business opportunities; costs associated with maintaining business relationships after a
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could have-result in a mﬁteﬂa-l-vmlatlon of apphcable data prlvacy laws and regulations and other laws and regulatlons,
litigation exposure, regulatory fines, penalties or intervention, loss of confidence in our cybersecurity measures,
reputational damage, reimbursement or other compensatory costs, additional compliance costs, and could adverse
adversely impact effeetorr-our results of operations, liquidity, and financial condition and-restlts-efoperations-. In addition,
we may not have adequate insurance coverage to compensate for losses from a major 35 cyber- attack or other
information or security breach. We also cannot be sure that our existing insurance coverage will continue to be available
on acceptable terms or at all or that our insurers will not deny coverage to any future claim . The increasing use of social
media platforms presents new risks and challenges and the inability or failure to recognize, respond to, and effectively manage
the accelerated impact of social media could materially adversely impact the Bank’ s business. There has been a marked
increase in the use of social media platforms, including weblogs (blogs), social media websites, and other forms of internet-
based communications which allow individuals’ access to a broad audience of consumers and other interested persons. Social
media practices in the banking industry are evolving, which creates uncertainty and risk of noncompliance with regulations
applicable to the Bank’ s business. Consumers value readily available information concerning businesses and their goods and
services and often act on such information without further investigation and without regard to its accuracy. Many social media
platforms immediately publish the content their subscribers and participants’ post, often without filters or checks on accuracy of
the content posted. Information posted on such platforms at any time may be adverse to the Bank’ s interests and / or may be
inaccurate. The dissemination of information online could harm the Bank’ s business, prospects, financial condition, and results
of operations, regardless of the information’ s accuracy. The harm may be immediate without affording the Bank an opportunity
for redress or correction. Other risks associated with the use of social media include improper disclosure of proprietary
information, negative comments about the Bank’ s business, exposure of personally identifiable information, fraud, out- of- date
information, and improper use by employees, directors and customers. The inappropriate use of social media by the Bank’ s
customers, directors or employees could result in negative consequences such as remediation costs, remedial training for
employees, additional regulatory scrutiny and possible regulatory penalties, litigation, or negative publicity that could damage
the Bank’ s reputation adversely affecting customer or investor confidence. STRATEGIC RISKS Our growth has substantially
increased our expenses and impacted our results of operations. Although we believe that our growth- oriented business strategy
will support our long- term profitability and franchise value, the expense associated with our growth, including compensation
expense for the employees needed to support this growth and leasehold and other expenses associated with our locations, has
and may continue to negatively affect our results. In addition, in order for our existing branches to contribute to our long- term
profitability, we will need to be successful in attracting and maintaining cost- efficient deposits at these locations. In order to
successfully manage our growth, we need to effectively execute policies, procedures and controls to maintain our credit quality
and oversee our operations. We can provide no assurance that we will be successful in this strategy. 28-Our growth- oriented
business strategy could be adversely affected if we are not able to attract and retain skilled employees. We may not be able to
successfully manage our business as a result of the strain on our management and operations that may result from growth. Our
ability to manage growth will depend upon our ability to continue to attract, hire and retain skilled employees, and we may need
to adopt additional equity plans in order to do so. Our success will also depend on the ability of our officers and key employees
to continue to implement and improve our operational and other systems, to manage multiple, concurrent customer relationships
and to hire, train and manage our employees. 36 We depend on our executive officers and key personnel to continue the
implementation of our long- term business strategy and could be harmed by the loss of their services. We believe that our
continued growth and future success will depend in large part on the skills of our management team and our ability to



motivate and retain these individuals and other key personnel. The loss of service of one or more of our executive
officers or key personnel could reduce our ability to successfully implement our long- term business strategy, our
business could suffer, and the value of our stock could be materially adversely affected. Leadership changes will occur
from time to time, and we cannot predict whether significant resignations will occur or whether we will be able to recruit
additional qualified personnel. We believe our management team possesses valuable knowledge about the banking
industry and that their knowledge and relationships would be very difficult to replicate. Our success also depends on the
experience of our branch managers and lending officers and on their relationships with the customers and communities
they serve. The loss of these key personnel could negatively impact our banking operations. The loss of key personnel
could have an adverse effect on our business, financial condition, or operating results. RISKS RELATED TO THE
REGULATION OF OUR INDUSTRY We are subject to significant government regulation, which could affect our business,
financial condition and results of operations. We are subject to extensive governmental supervision, regulation and control. The
Company is subject to regulation and supervision by the Federal Reserve, and the Bank is subject to regulation and supervision
by the FDIC and the New Jersey Department of Banking and Insurance. These laws and regulations are subject to change and
may require substantial modifications to our operations or may cause us to incur substantial additional compliance costs. In
addition, future legislation and government policy could adversely affect the commercial banking industry and our operations.
Such governing laws can be anticipated to continue to be the subject of future modification. Our management cannot predict
what effect any such future modifications will have on our operations. Changes to laws and regulation applicable to the financial
industry, may impact the profitability of our business activities and may change certain of our business practices, including the
ability to offer new products, obtain financing, attract deposits, make loans, and achieve satisfactory interest spreads, and could
expose us to additional costs, including increased compliance costs. These changes also may require us to invest significant
management attention and resources to make any necessary changes to operations in order to comply and could therefore also
materially and adversely affect our business, financial condition and results of operations. The federal and state laws and
regulations applicable to our operations give regulatory authorities extensive discretion in connection with their supervisory and
enforcement responsibilities, and generally have been promulgated to protect depositors and the Deposit Insurance Fund and not
for the purpose of protecting stockholders. Laws and regulations now affecting us may be changed at any time, and the
interpretation of such laws and regulations by bank regulatory authorities is also subject to change. The USA PATRIOT and
Bank Secrecy Acts require financial institutions to develop programs to prevent financial institutions from being used for money
laundering and terrorist activities. If such activities are detected, financial institutions are obligated to file suspicious activity
reports with the U. S. Treasury’ s Office of Financial Crimes Enforcement Network. These rules require financial institutions to
establish procedures for identifying and verifying the identity of customers seeking to open new financial accounts. Failure to
comply with these regulations could result in fines or sanctions, including restrictions on conducting acquisitions or establishing
new branches. During the last year, several banking institutions have received large fines for non- compliance with these laws
and regulations. While we have developed policies and procedures designed to assist in compliance with these laws and
regulations, these policies and procedures may not be effective in preventing violations of these laws and regulations. 37 We can
give no assurance that future changes in laws and regulations or changes in their interpretation will not adversely affect our
business. Legislative and regulatory changes may increase our cost of doing business or otherwise adversely affect us and create
competitive advantage for non- bank competitors. Our lending limit may restrict our growth. We are limited in the amount we
can loan to a single borrower by the amount of our capital. Generally, under current law, we may lend up to 15 % of our
unimpaired capital and surplus, including capital notes, to any one borrower. Based upon our current capital levels, the amount
we may lend is less than that of many of our larger competitors and may discourage potential borrowers who have credit needs
in excess of our lending limit from doing business with us. We may accommodate larger loans by selling participations in those
loans to other financial institutions, but this ability may not always be available. 26-The Federal Reserve may require the
Company to commit capital resources to support the Bank. Federal law requires that a holding company act as a source
of financial and managerial strength to its subsidiary bank and to commit resources to support such subsidiary bank.
Under the “ source of strength ” doctrine, the Federal Reserve may require a holding company to make capital injections
into a troubled subsidiary bank and may charge the holding company with engaging in unsafe and unsound practices for
failure to commit resources to a subsidiary bank. A capital injection may be required at times when the holding company
may not have the resources to provide it and therefore may require the holding company to borrow the funds or raise
capital. Thus, any borrowing or capital raised to make a capital injection becomes more difficult and expensive and
could have an adverse effect on the Company’ s business, financial condition, and results of operations. We are subject to
the Community Reinvestment Act and fair lending laws, and failure to comply with these laws could lead to material
penalties. The CRA, the Equal Credit Opportunity Act, the Fair Housing Act and other fair lending laws and regulations
impose nondiscriminatory lending requirements on financial institutions. A successful regulatory challenge to an
institution’ s performance under the CRA or fair lending laws and regulations 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. Private parties may also have the ability to challenge an
institution’ s performance under fair lending laws in private class action litigation. Such actions could have a material
adverse effect on our business, financial condition and results of operations. Impairment of goodwill could require
charges to earnings, which could result in a negative impact on our results of operations. Our goodwill could become
impaired in the future. If goodwill were to become impaired, it could limit the ability of the Bank to pay dividends to the
Company, adversely impacting the Company’ s liquidity and ability to pay dividends or repay debt. Assumptions
affecting our goodwill impairment evaluation include earnings projections, the discount rates used in the income
approach to measure fair value, and observed peer multiples used in estimating the fair value under the market



approach. We are required to test goodwill for impairment at least annually or when impairment indicators are present.
If an impairment determination is made in a future reporting period, our earnings and book value of goodwill will be
reduced by the amount of the impairment. If an impairment loss is recorded, it will have little or no impact on the
tangible book value of our common stock, or our regulatory capital levels, but such an impairment loss could
significantly reduce the Bank’ s earnings and thereby restrict the Bank’ s ability to make dividend payments to us
without prior regulatory approval, which in turn could impact our ability to pay dividends. At December 31, 2024, the
book value of our goodwill was $ 14. 4 million, all of which was recorded at the Bank. Any such write down of goodwill
or other acquisition related intangibles will reduce the Company’ s earnings, as well. 38



