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Investing	in	the	Company’	s	common	stock	involves	various	risks,	many	of	which	are	specific	to	the	Company’	s	business.
Before	making	an	investment	decision,	you	should	carefully	read	and	consider	the	risk	factors	described	below	as	well	as	the
other	information	included	in	this	report	and	other	documents	we	file	with	the	SEC.	The	discussion	below	addresses	the	material
risks	and	uncertainties,	of	which	the	Company	is	currently	aware,	that	could	have	a	material	adverse	effect	on	the	Company’	s
business,	results	of	operations,	financial	condition,	and	growth	prospects.	Other	risks	that	the	Company	does	not	know	about
now,	or	that	the	Company	does	not	currently	believe	are	significant,	could	negatively	impact	the	Company’	s	business	or	the
trading	price	of	the	Company’	s	securities.	Summary	This	is	a	summary	of	some	of	the	material	risks	and	uncertainties	that
management	believes	affects	the	Company.	The	list	is	not	exhaustive,	but	provides	a	high-	level	summary	of	some	of	the
material	risks	that	are	further	described	in	this	Item	1A.	We	encourage	you	to	read	Item	1A	in	its	entirety.	Credit	Risks	●	Loan
credit	risk	and	risks	from	concentrations	in	our	(by	type	of	borrower,	geographic	area,	collateral	and	industry)	within	the
Company’	s	loan	portfolio	or	large	loans	to	certain	borrowers	(including	CRE	loans)	;	●	the	overall	health	of	the	local	and
national	real	estate	market;	●	business	and	economic	conditions	generally	,	and	in	the	financial	services	industry,	nationally	and
within	our	market	area,	including	rising	rates	the	level	and	impact	of	inflation	and	possible	recession	;	●	the	ability	to
successfully	manage	credit	risk	,	including	in	the	commercial	real	estate	portfolio	;	and	●	the	ability	to	maintain	an	adequate
level	of	allowance	for	credit	losses	on	;	and	●	the	concentration	of	large	loans	and	leases	to	certain	borrowers	.	Liquidity	and
Funding	Risks	●	The	the	ability	to	successfully	manage	liquidity	risk,	which	may	increase	including	the	Bank’	s	need	to	access
higher	cost	sources	of	funds,	such	as	brokered	deposits	and	FHLB	advances;	●	the	dependence	on	non-	core	funding	sources
such	as	brokered	deposits,	and	negatively	impact	our	cost	of	funds;	●	the	concentration	of	large	depositors	--	deposits	from
certain	clients,	including	those	who	may	have	deposits	balances	above	the	current	FDIC	insurance	limit	limits	;	and	●	the
ability	to	raise	additional	capital	to	implement	our	business	plan.	Operational,	Strategic	and	Reputational	Risks	●	The	the	ability
to	implement	our	the	Company’	s	growth	strategy	and	manage	costs	effectively;	●	the	composition	of	the	Company’	s	senior
leadership	team	and	the	ability	to	attract	and	retain	key	personnel	,	including	the	strategic	leadership	team	;	●	talent	and	labor
shortages	and	high	rates	of	employee	turnover;	●	the	occurrence	of	fraudulent	activity,	breaches	or	failures	of	our	or	our	third
party	vendors’	information	security	controls	or	cybersecurity-	related	incidents,	including	those	employing	as	a	result	of
sophisticated	attacks	using	artificial	intelligence	and	similar	tools	or	as	a	result	of	insider	fraud	;	●	interruptions	involving
critical	our	information	technology	and	telecommunications	systems	or	third	-	party	servicers;	●	competition	in	the	financial
services	industry,	including	from	nonbank	competitors	such	as	credit	unions	,	and	“	fintech	”	companies	and	digital	asset
service	providers	;	and	●	severe	weather,	natural	disasters	,	effects	of	climate	change	,	widespread	disease	or	pandemics,	acts	of
war	or	terrorism	or	other	adverse	external	events,	including	ongoing	the	Israeli-	Palestinian	conflict	conflicts	in	the	Middle
East	and	the	Russian	invasion	of	Ukraine.	Legal,	Accounting	and	Compliance	Risks	●	The	the	effectiveness	of	our	the
Company’	s	risk	management	fra	​	​	framework	---	mework	and	programs	;	●	the	imposition	of	tariffs	or	other	governmental
policies	impacting	the	value	of	products	produced	by	our	commercial	borrowers;	●	potential	impairment	to	the	goodwill	the
Company	recorded	in	connection	with	strategic	acquisitions;	●	the	commencement	and	outcome	of	litigation	and	other	legal
proceedings	and	regulatory	actions	against	us;	●	the	impact	of	recent	and	future	legislative	and	regulatory	changes,	including	in
response	to	the	prior	bank	failures	in	2023	;	and	●	changes	to	U.	S.	or	state	tax	laws,	regulations	and	guidance	governmental
policies	concerning	the	Company’	s	general	business	,	including	the	new	1	%	excise	tax	on	stock	buybacks	by	publicly	traded
companies	changes	in	interpretation	or	prioritization	and	changes	in	response	to	prior	bank	failures	;	and	●	risks	related	to
climate	change	and	the	negative	impact	it	may	have	on	our	clients	customers	and	their	businesses	,	as	well	as	the	stability	of	our
deposit	base	.	Market	and	Interest	Rate	Risks	●	Interest	interest	rate	risk,	including	the	effects	of	anticipated	changes	in	interest
rate	rates	volatility	;	and	●	fluctuations	in	the	values	of	the	securities	held	in	our	securities	portfolio	or	,	including	as	the	values
result	of	changes	derivative	instruments	held	in	interest	rates	our	derivatives	portfolio	.	Credit	RisksOur	loan	portfolio	has	a
concentration	of	commercial	real	estate	loans,	which	involve	risks	specific	to	real	estate	values	and	the	health	and	market
dynamics	of	the	real	estate	market	generally.	As	of	December	31,	2023	2024	,	we	had	$	2.	67	65	billion	of	commercial	real
estate	loans,	consisting	of	$	987	1	.	3	1	million	billion	of	loans	secured	by	nonowner	occupied	nonfarm	nonresidential
properties,	$	1.	39	43	billion	of	loans	secured	by	multifamily	residential	properties,	$	65	42	.	1	0	million	of	1-	4	family
construction	loans	and	$	232	97	.	8	3	million	of	construction	and	land	development	loans.	Additionally,	we	had	$	199	196	.	0	6
million	in	loans	whose	purpose	was	to	finance	commercial	real	estate	projects,	but	were	secured	by	other	types	of	collateral.
Commercial	real	estate	secured	loans	represented	71	68	.	8	5	%	of	our	total	gross	loan	portfolio	and	482	462	.	4	0	%	of	the
Bank’	s	total	risk-	based	capital	at	December	31,	2023	2024	.	Accordingly,	pursuant	to	guidance	issued	by	the	federal	bank
regulatory	agencies,	we	are	required	to	have	heightened	risk	management	practices	in	place	to	account	for	the
heightened	degree	of	risk	associated	with	commercial	real	estate	lending	and	may	be	required	to	maintain	capital	in
excess	of	regulatory	minimums	.	The	market	value	of	real	estate	securing	our	commercial	real	estate	loans	can	fluctuate	in	a
short	period	of	time	as	a	result	of	interest	rates	and	market	conditions.	Adverse	developments	affecting	real	estate	values	in	our
market	area	could	increase	the	credit	risk	associated	with	our	loan	portfolio.	Additionally,	the	repayment	of	commercial	real
estate	loans	generally	is	dependent,	in	large	part,	on	sufficient	income	from	the	properties	securing	the	loans	to	cover	operating
expenses	and	debt	service.	Economic	events,	including	changes	in	interest	rates,	decreases	in	office	occupancy	due	to	the	shift	to
remote	work	environments	following	the	COVID-	19	pandemic,	or	governmental	regulations	outside	of	the	control	of	the



borrower	or	lender	could	negatively	impact	the	future	cash	flow	and	market	values	of	the	affected	properties.	If	the	loans	that
are	collateralized	by	real	estate	become	troubled	during	a	time	when	market	conditions	are	declining	or	have	declined,	then	we
may	not	be	able	to	realize	the	full	value	of	the	collateral	that	we	anticipated	at	the	time	of	originating	the	loan,	which	could
force	us	to	take	charge-	offs	or	require	us	to	increase	our	provision	for	credit	losses,	which	could	have	a	material	adverse	effect
on	our	business,	financial	condition,	results	of	operations	and	growth	prospects.	Because	24Because	a	significant	portion	of	our
loan	portfolio	is	comprised	of	real	estate	loans,	negative	changes	in	the	economy	affecting	real	estate	values	and	liquidity,	as
well	as	environmental	factors,	could	impair	the	value	of	collateral	securing	our	real	estate	loans	and	result	in	loan	and	other
losses.	At	December	31,	2023	2024	,	approximately	87	85	.	3	7	%	of	our	total	gross	loan	portfolio	was	comprised	of	loans	with
real	estate	as	a	primary	component	of	collateral.	As	a	result,	adverse	developments	affecting	real	estate	values	in	our	market	area
could	increase	the	credit	risk	associated	with	our	real	estate	loan	portfolio.	The	market	value	of	real	estate	can	fluctuate
significantly	in	a	short	period	of	time	as	a	result	of	interest	rates	and	market	conditions	in	the	area	in	which	the	22real	--	real
estate	is	located.	Adverse	changes	affecting	real	estate	values,	such	as	decreases	in	office	occupancy	(including	as	a	result	of
the	shift	to	remote	work	environments	following	the	COVID-	19	pandemic)	,	and	the	liquidity	of	real	estate	in	one	or	more
of	our	markets	could	increase	the	credit	risk	associated	with	our	loan	portfolio,	significantly	impair	the	value	of	property
pledged	as	collateral	on	loans	and	affect	our	ability	to	sell	the	collateral	upon	foreclosure	without	a	loss	or	additional	losses,
which	could	result	in	losses	that	would	adversely	affect	our	profitability.	Such	declines	and	losses	would	have	a	material	adverse
effect	on	our	business,	financial	condition,	results	of	operations	and	growth	prospects.	In	addition,	if	hazardous	or	toxic
substances	are	found	on	properties	pledged	as	collateral,	the	value	of	the	real	estate	could	be	impaired.	If	we	foreclose	on	and
take	title	to	such	properties,	we	may	be	liable	for	remediation	costs,	as	well	as	for	personal	injury	and	property	damage.
Environmental	laws	may	require	us	to	incur	substantial	expenses	to	address	unknown	liabilities	and	may	materially	reduce	the
affected	property’	s	value	or	limit	our	ability	to	use	or	sell	the	affected	property.	In	addition,	future	laws	or	more	stringent
interpretations	or	enforcement	policies	with	respect	to	existing	laws	may	increase	our	exposure	to	environmental	liability.	The
remediation	costs	and	any	other	financial	liabilities	associated	with	an	environmental	hazard	could	have	a	material	adverse	effect
on	our	business,	financial	condition,	results	of	operations	and	growth	prospects.	A	decline	in	the	business	and	economic
conditions	in	our	market	could	have	a	material	adverse	effect	on	our	business,	financial	condition,	results	of	operations	and
growth	prospects.	Unlike	larger	banks	that	are	more	geographically	diversified,	we	conduct	our	operations	primarily	almost
exclusively	in	the	Twin	Cities	MSA.	Because	of	the	geographic	concentration	of	our	operations	in	the	Twin	Cities	MSA,	if	the
local	economy	weakens,	our	growth	and	profitability	could	be	constrained.	Weak	economic	conditions	are	characterized	by,
among	other	indicators,	deflation,	elevated	levels	of	unemployment,	fluctuations	in	debt	and	equity	capital	markets	and	lower
home	sales	and	commercial	activity.	These	factors	could	negatively	affect	the	volume	of	loan	originations,	increase	the	level	of
nonperforming	assets,	increase	the	rate	of	foreclosures	and	reduce	the	value	of	the	properties	securing	our	loans.	Any	regional	or
local	economic	downturn	that	affects	the	Twin	Cities	MSA	may	affect	us	and	our	profitability	more	significantly	and	more
adversely	than	those	of	our	competitors	whose	operations	are	less	geographically	focused.	Our	business	depends	on	our	ability
to	manage	credit	risk.	As	a	bank,	our	business	requires	us	to	manage	credit	risk;	however,	default	risk	may	arise	from	events	or
circumstances	that	are	difficult	to	detect,	such	as	fraud,	or	difficult	to	predict,	such	as	catastrophic	events	affecting	certain
industries.	As	a	lender,	we	are	exposed	to	the	risk	that	our	borrowers	will	be	unable	to	repay	their	loans	according	to	their	terms,
and	that	the	collateral	securing	repayment	of	their	loans,	if	any,	may	not	be	sufficient	to	ensure	repayment.	In	addition,	there	are
risks	inherent	in	making	any	loan,	including	risks	with	respect	to	the	period	of	time	over	which	the	loan	may	be	repaid,	proper
loan	underwriting,	changes	in	economic	and	industry	conditions	and	inherent	in	dealing	with	individual	borrowers,	including	the
risk	that	a	borrower	may	not	provide	information	to	us	about	its	business	in	a	timely	manner,	or	may	present	inaccurate	or
incomplete	information	to	us,	as	well	as	risks	relating	to	the	value	of	collateral.	To	manage	our	credit	risk,	we	must,	among
other	actions,	maintain	disciplined	and	prudent	underwriting	standards	and	ensure	that	our	lenders	follow	those	standards.	The
weakening	of	these	standards	for	any	reason,	such	as	an	attempt	to	attract	higher	yielding	loans,	a	lack	of	discipline	or	diligence
by	our	employees	in	underwriting	and	monitoring	loans	or	our	inability	to	adequately	adapt	policies	and	procedures	to	changes
in	economic	or	any	other	conditions	affecting	borrowers	and	the	quality	of	our	loan	portfolio,	may	result	in	loan	defaults,
foreclosures	and	charge-	offs	and	may	necessitate	that	we	significantly	increase	our	allowance	for	credit	losses,	each	of	which
could	adversely	affect	our	net	income.	As	a	result,	our	inability	to	successfully	manage	credit	risk	could	have	a	material	adverse
effect	on	our	business,	financial	condition,	results	of	operations	and	growth	prospects.	Our	25Our	allowance	for	credit	losses
may	prove	to	be	insufficient	to	absorb	potential	credit	losses	in	our	loan	portfolio.	We	establish	and	maintain	our	allowance	for
credit	losses	at	a	level	that	management	considers	adequate	to	absorb	expected	credit	losses	based	on	an	analysis	of	our	loan
portfolio	and	current	market	environment.	The	allowance	for	credit	losses	represents	our	estimate	of	expected	credit	losses	in	the
portfolio	at	each	balance	sheet	date	and	is	based	upon	relevant	information	available	to	us	at	such	time.	The	allowance	contains
provisions	for	expected	credit	losses	that	23have	--	have	been	identified	relating	to	specific	borrowing	relationships,	as	well	as
expected	credit	losses	inherent	in	the	loan	portfolio	that	are	not	specifically	identified.	Additions	to	the	allowance	for	credit
losses,	which	are	charged	to	earnings	through	the	provision	for	(or	recovery	of)	credit	loss	expense,	are	determined	based	on	a
variety	of	factors,	including	an	analysis	of	the	loan	portfolio,	historical	loss	experience,	a	reasonable	and	supportable	forecast
and	an	evaluation	of	current	economic	conditions.	The	actual	amount	of	credit	losses	is	affected	by,	among	other	things,	changes
in	economic,	operating	and	other	conditions	within	our	market,	which	may	be	beyond	our	control,	and	such	losses	may	exceed
current	estimates.	As	of	December	31,	2023	2024	,	our	allowance	for	credit	losses	as	a	percentage	of	total	gross	loans	was	1.	36
35	%	and	as	a	percentage	of	total	nonperforming	loans	was	5	17	,	494	367	.	45	77	%.	Although	management	believes	that	the
allowance	for	credit	losses	was	adequate	on	such	date	to	absorb	expected	losses	on	existing	loans	that	may	become
uncollectible,	losses	in	excess	of	the	existing	allowance	will	reduce	our	net	income	and	could	have	a	material	adverse	effect	on
our	business,	financial	condition,	results	of	operations	and	growth	prospects.	We	may	also	be	required	to	take	additional



provisions	for	credit	losses	in	the	future	to	further	supplement	the	allowance	for	credit	losses,	either	due	to	management’	s
assessment	that	the	allowance	is	inadequate	or	as	required	by	our	banking	regulators.	Our	banking	regulators	periodically
review	our	allowance	for	credit	losses	and	the	value	attributed	to	loan	segments	and	may	require	us	to	adjust	our	determination
of	the	value	for	these	items.	These	adjustments	may	have	a	material	adverse	effect	on	our	business,	financial	condition,	results
of	operations	and	growth	prospects.	Continued	elevated	levels	of	inflation	could	adversely	impact	our	business,	financial
condition,	results	of	operations	and	growth	prospects.	The	United	States	has	experienced	elevated	levels	of	inflation	in	recent
years	,	with	an	annual	increase	in	the	consumer	price	index	of	approximately	3	2	.	4	9	%	as	of	the	end	of	2023	2024	.	These
elevated	levels	of	inflation	could	have	complex	effects	on	our	business,	financial	condition,	results	of	operations	and	growth
prospects,	some	of	which	could	be	materially	adverse.	For	example,	inflation-	related	increases	in	our	interest	expense	may	not
be	offset	by	corresponding	increases	in	our	interest	income,	while	inflation-	driven	increases	in	our	levels	of	noninterest	expense
could	negatively	impact	our	results	of	operations.	Continued	elevated	levels	of	inflation	could	also	cause	increased	volatility
and	uncertainty	in	the	business	environment,	which	could	adversely	affect	loan	demand	and	our	clients’	ability	to	repay
indebtedness.	It	is	also	possible	that	governmental	responses	to	the	current	inflation	environment,	such	as	changes	to	monetary
and	fiscal	policy	that	are	too	strict,	or	the	imposition	or	threatened	imposition	of	price	controls,	could	adversely	affect	our
business.	The	duration	and	severity	of	the	current	inflationary	period	cannot	be	estimated	with	precision.	Construction	and	land
development	loans	are	based	upon	estimates	of	costs	and	values	associated	with	the	complete	project.	These	estimates	may	be
inaccurate,	and	we	may	be	exposed	to	significant	losses	on	loans	for	these	projects.	Construction	and	land	development	loans
comprised	approximately	8.	0	%	of	our	total	loan	portfolio	as	of	December	31,	2023.	Such	lending	involves	additional	risks
because	funds	are	advanced	upon	the	security	of	the	project,	which	is	of	uncertain	value	prior	to	its	completion,	and	costs	may
exceed	realizable	values	in	declining	real	estate	markets.	Because	of	the	uncertainties	inherent	in	estimating	construction	costs
and	the	realizable	market	value	of	the	completed	project	and	the	effects	of	governmental	regulation	of	real	property,	it	is
relatively	difficult	to	accurately	evaluate	the	total	funds	required	to	complete	a	project	and	the	related	loan-	to-	value	ratio.	As	a
result,	construction	and	land	development	loans	often	involve	the	disbursement	of	substantial	funds	with	repayment	dependent,
in	part,	on	the	success	of	the	ultimate	project	and	the	ability	of	the	borrower	to	sell	or	lease	the	property,	rather	than	the	ability
of	the	borrower	or	guarantor	to	repay	principal	and	interest.	If	our	appraisal	of	the	value	of	the	completed	project	proves	to	be
overstated	or	market	values	or	rental	rates	decline,	we	may	have	inadequate	security	for	the	repayment	of	the	loan	upon
completion	of	construction	of	the	project.	If	we	are	forced	to	foreclose	on	a	project	prior	to	or	at	completion	due	to	a	default,	we
may	not	be	able	to	recover	all	of	the	unpaid	balance	of,	and	accrued	interest	on,	the	loan	as	well	as	related	foreclosure	and
holding	costs.	In	addition,	we	may	be	required	to	fund	additional	amounts	to	complete	the	project	and	may	have	to	hold	the
property	for	an	unspecified	period	of	time	while	we	attempt	to	dispose	of	it.	24Our	--	Our	high	concentration	of	large	loans	to
certain	borrowers	may	increase	our	credit	risk.	Our	growth	over	the	last	several	years	has	been	partially	attributable	to	our	ability
to	cultivate	relationships	with	certain	individuals	and	businesses	that	have	resulted	in	a	concentration	of	large	loans	to	a	small
number	of	borrowers.	As	of	December	31,	2023	2024	,	our	10	largest	borrowing	relationships	accounted	for	approximately	20
18	.	2	%	of	our	total	gross	loan	portfolio.	We	have	established	an	informal,	internal	limit	on	a	single	loan	to	finance	one
transaction,	but	we	may,	under	certain	circumstances,	consider	going	above	this	internal	limit	in	situations	where	management’	s
understanding	of	the	industry,	the	borrower’	s	financial	condition,	overall	credit	quality	and	property	fundamentals	are
commensurate	with	the	increased	size	of	the	loan.	Along	with	other	risks	inherent	in	these	loans,	such	as	the	deterioration	of	the
underlying	businesses	or	property	securing	these	loans,	this	high	concentration	of	borrowers	presents	a	risk	to	our	lending
operations.	If	any	one	of	these	borrowers	becomes	unable	to	repay	its	loan	obligations	as	a	result	of	business,	economic	or
market	conditions,	or	personal	circumstances,	such	as	divorce	or	death,	our	nonaccruing	loans	and	our	provision	for	credit	losses
could	increase	significantly,	which	could	have	a	material	adverse	effect	on	our	business,	financial	condition,	results	of
operations	and	growth	prospects.	The	26The	small	to	midsized	businesses	that	we	lend	to	may	have	fewer	resources	to	weather
adverse	business	developments,	which	may	impair	their	ability	to	repay	their	loans.	We	lend	to	small	to	midsized	businesses,
which	generally	have	fewer	financial	resources	in	terms	of	capital	or	borrowing	capacity	than	larger	entities,	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	substantial	volatility	in	operating	results,	any	of	which	may	impair	their	ability
to	repay	their	loans.	In	addition,	the	success	of	a	small	and	midsized	business	often	depends	on	the	management	talents	and
efforts	of	a	small	number	of	people,	and	the	death,	disability	or	resignation	of	one	or	more	of	these	people	could	have	a	material
adverse	impact	on	the	business	and	its	ability	to	repay	its	loan.	If	general	economic	conditions	negatively	impact	the	markets	in
which	we	operate	and	small	to	midsized	businesses	are	adversely	affected	or	our	borrowers	are	otherwise	affected	by	adverse
business	developments,	our	business,	financial	condition,	results	of	operations	and	growth	prospects	may	be	materially
adversely	affected.	Greater	seasoning	of	our	loan	portfolio	could	increase	risk	of	credit	defaults	in	the	future.	As	a	result	of	our
rapid	growth,	a	significant	portion	of	our	loan	portfolio	at	any	given	time	is	of	relatively	recent	origin.	Typically,	loans	do	not
begin	to	show	signs	of	credit	deterioration	or	default	until	they	have	been	outstanding	for	some	period	of	time	(which	varies	by
loan	duration	and	loan	type),	a	process	referred	to	as	“	seasoning.	”	As	a	result,	a	portfolio	of	more	seasoned	loans	may	more
predictably	follow	a	bank’	s	historical	default	or	credit	deterioration	patterns	than	a	newer	portfolio.	Because	65	49	.	3	%	of	the
dollar	amount	of	our	portfolio	has	been	originated	in	the	past	three	years,	the	current	level	of	delinquencies	and	defaults	may	not
represent	the	level	that	may	prevail	as	the	portfolio	becomes	more	seasoned.	If	delinquencies	and	defaults	increase,	we	may	be
required	to	increase	our	provision	for	credit	losses,	which	could	have	a	material	adverse	effect	on	our	business,	financial
condition,	results	of	operations	and	growth	prospects.	Nonperforming	assets	take	significant	time	and	resources	to	resolve	and
adversely	affect	our	net	interest	income.	As	of	December	31,	2023	2024	,	our	nonperforming	loans	(which	consist	of	nonaccrual
loans	and	loans	past	due	90	days	or	more)	totaled	$	919	301	,	000,	or	0.	02	01	%	of	our	total	gross	loan	portfolio,	and	our
nonperforming	assets	totaled	$	919	301	,	000,	or	0.	02	01	%	of	total	assets.	In	addition,	we	had	$	15.	1	.	30	million	in	accruing



loans	that	were	30-	89	days	delinquent	as	of	December	31,	2023	2024	.	Our	nonperforming	assets	adversely	affect	our	net
interest	income	in	various	ways.	We	do	not	record	interest	income	on	nonaccrual	loans	or	foreclosed	assets,	thereby	adversely
affecting	our	net	income	and	returns	on	assets	and	equity.	When	we	take	collateral	in	foreclosure	and	similar	proceedings,	we
are	required	to	mark	the	collateral	to	its	then-	fair	market	value,	which	may	result	in	a	loss.	These	nonperforming	loans	and
foreclosed	assets	also	increase	our	risk	profile	and	the	level	of	capital	our	regulators	believe	is	appropriate	for	us	to	maintain	in
light	of	such	risks.	The	resolution	of	nonperforming	assets	requires	significant	time	commitments	from	management,	which
increases	our	loan	25administration	--	administration	costs	and	adversely	affects	our	efficiency	ratio	(a	non-	GAAP	financial
measure)	and	can	be	detrimental	to	the	performance	of	their	other	responsibilities,	and	may	also	involve	additional	financial
resources.	If	we	experience	increases	in	nonperforming	loans	and	nonperforming	assets,	our	net	interest	income	may	be
negatively	impacted	and	our	loan	administration	costs	could	increase,	each	of	which	could	have	a	material	adverse	effect	on	our
business,	financial	condition,	results	of	operations	and	growth	prospects.	Liquidity	and	Funding	RisksLiquidity	risks	could
affect	our	operations	and	jeopardize	our	business,	financial	condition,	results	of	operations	and	growth	prospects.	Liquidity	is
essential	to	our	business.	Liquidity	risk	is	the	risk	that	we	will	be	unable	to	meet	our	obligations	as	they	come	due	because	of	an
inability	to	liquidate	assets	or	obtain	adequate	funding,	or	the	potential	that	we	cannot	easily	unwind	or	offset	specific	exposures
without	significantly	adjusting	market	prices	because	of	inadequate	market	depth	or	market	disruptions.	An	inability	to	raise
funds	through	deposits,	borrowings,	the	sale	of	loans	or	investment	securities	27securities	and	from	other	sources	could	have	a
substantial	negative	effect	on	our	liquidity.	Our	most	important	source	of	funds	consists	of	our	client	deposits,	which	can
decrease	for	a	variety	of	reasons,	including	when	clients	perceive	alternative	investments,	such	as	bonds,	treasuries	or	stocks,	as
providing	a	better	risk	/	return	tradeoff.	If	clients	move	money	out	of	bank	deposits	and	into	other	investments,	we	could	lose	a
relatively	low	cost	source	of	funds,	which	would	require	us	to	seek	other	funding	alternatives,	including	increasing	our
dependence	on	wholesale	funding	sources,	in	order	to	continue	to	grow,	thereby	potentially	increasing	our	funding	costs	and
reducing	our	net	interest	income	and	net	income.	Additionally,	uninsured	deposits	have	historically	been	viewed	by	the	FDIC	as
less	stable	than	insured	deposits.	According	to	statements	made	by	the	FDIC	staff	and	the	leadership	of	the	federal	banking
agencies,	clients	with	larger	uninsured	deposit	account	balances	often	are	small-	to	mid-	sized	businesses	that	rely	upon	deposit
funds	for	payment	of	operational	expenses	and,	as	a	result,	are	more	likely	to	closely	monitor	the	financial	condition	and
performance	of	their	depository	institutions.	As	a	result,	in	the	event	of	financial	distress,	uninsured	depositors	historically	have
been	more	likely	to	withdraw	their	deposits.	If	a	significant	portion	of	our	deposits	were	to	be	withdrawn	within	a	short	period	of
time	such	that	additional	sources	of	funding	would	be	required	to	meet	withdrawal	demands,	the	Company	may	be	unable	to
obtain	funding	at	favorable	terms,	which	may	have	an	adverse	effect	on	our	net	interest	margin.	Moreover,	obtaining	adequate
funding	to	meet	our	deposit	obligations	may	be	more	challenging	during	periods	of	higher	prevailing	interest	rates,	such	as	the
present	period.	Our	ability	to	attract	depositors	during	a	time	of	actual	or	perceived	distress	or	instability	in	the	marketplace	may
be	limited.	Further,	interest	rates	paid	for	borrowings	generally	exceed	the	interest	rates	paid	on	deposits.	This	spread	may	be
exacerbated	by	higher	prevailing	interest	rates.	In	addition,	because	our	available	for	sale	securities	lose	value	when	interest
rates	rise,	after-	tax	proceeds	resulting	from	the	sale	of	such	assets	may	be	diminished	during	periods	when	interest	rates	are
elevated.	Under	such	circumstances,	we	may	be	required	to	access	funding	from	sources	such	as	the	Federal	Reserve’	s	discount
window	in	order	to	manage	our	liquidity	risk.	Additionally,	we	access	collateralized	public	funds,	which	are	bank	deposits	of
state	and	local	municipalities.	These	deposits	are	required	to	be	secured	by	certain	investment	grade	securities	or	other	sources
permitted	by	law	to	ensure	repayment.	If	we	are	unable	to	pledge	sufficient	qualifying	collateral	to	secure	public	funding,	we
may	lose	access	to	this	source	of	liquidity	that	we	have	historically	utilized.	In	addition,	the	availability	of	and	fluctuations	in
these	funds	depends	on	the	individual	municipality’	s	fiscal	policies	and	cash	flow	needs.	Other	primary	sources	of	funds	consist
of	cash	from	operations,	investment	security	maturities	and	sales	and	proceeds	from	the	issuance	and	sale	of	our	equity	and	debt
securities	to	investors.	Additional	liquidity	is	provided	by	brokered	deposits	and	the	ability	to	borrow	from	the	Federal	Reserve
and	the	Federal	Home	Loan	Bank	of	Des	Moines,	or	FHLB	.	Additionally,	the	Federal	Reserve	established	the	Bank	Term
Funding	Program,	or	BTFP,	on	March	12,	2023,	offering	qualifying	banks	loans	of	up	to	one	year	in	length	collateralized	by
qualifying	assets,	including	U.	S.	securities	valued	at	par,	to	serve	as	a	source	of	additional	liquidity	against	high-	quality
securities	and	reducing	an	institution'	s	need	to	quickly	sell	high-	quality	securities	to	meet	liquidity	needs.	The	Federal	Reserve
has	announced	that	it	is	ending	the	BTFP	and	will	cease	making	new	loans	under	this	program	on	March	11,	2024	.	We	may
also	borrow	from	third	-	party	lenders	from	time	to	time.	Our	access	to	funding	sources	in	amounts	adequate	to	finance	or
capitalize	our	activities	or	on	26terms	--	terms	that	are	acceptable	to	us	could	be	impaired	by	factors	that	affect	us	directly	or	the
financial	services	industry	or	economy	in	general,	such	as	disruptions	in	the	financial	markets	or	negative	views	and
expectations	about	the	prospects	for	the	financial	services	industry.	Economic	conditions	and	a	loss	of	confidence	in	financial
institutions	may	increase	our	cost	of	funding	and	limit	access	to	certain	customary	sources	of	capital,	including	inter-	bank
borrowings,	repurchase	agreements	and	borrowings	from	the	discount	window	of	the	Federal	Reserve.	Any	decline	in	available
funding	could	adversely	impact	our	ability	to	continue	to	implement	our	strategic	plan,	including	originating	loans	and	investing
in	securities,	or	to	fulfill	obligations	such	as	paying	our	expenses,	repaying	our	borrowings	or	meeting	deposit	withdrawal
demands,	any	of	which	could	have	a	material	adverse	effect	on	our	business,	financial	condition,	results	of	operations	and
growth	prospects.	We	depend	on	non-	core	funding	sources,	which	causes	our	cost	of	funds	to	be	higher	when	compared	to	other
financial	institutions.	We	use	certain	non-	core,	wholesale	funding	sources,	including	brokered	deposits,	federal	funds
purchased,	and	FHLB	advances.	As	of	December	31,	2023	2024	,	we	had	approximately	$	1	825	.	02	8	billion	million	of
brokered	deposits,	which	represented	approximately	27	20	.	6	2	%	of	our	total	deposits	and	$	319	359	.	5	million	of	FHLB
advances.	Unlike	traditional	deposits	from	our	local	clients,	there	is	a	higher	likelihood	that	the	wholesale	deposits	will	not
remain	with	us	after	maturity.	Although	we	are	increasing	our	efforts	to	reduce	our	reliance	on	non-	core	funding	sources,	we
may	not	be	able	to	maintain	our	market	share	of	core-	deposit	funding	in	our	highly	competitive	market	area.	If	we	are	unable	to



do	so,	we	may	28may	be	forced	to	increase	the	amounts	of	wholesale	funding	sources.	The	cost	of	these	funds	can	be	volatile
and	may	exceed	the	cost	of	core	deposits	in	our	market	area,	which	could	have	a	material	adverse	effect	on	our	net	interest
income.	In	addition,	our	maximum	borrowing	capacity	from	the	FHLB	is	based	on	the	amount	of	mortgage	and	commercial
loans	we	can	pledge.	As	of	December	31,	2023	2024	,	our	advances	from	the	FHLB	were	collateralized	by	$	1.	45	54	billion	of
real	estate	and	commercial	loans.	If	we	are	unable	to	pledge	sufficient	collateral	to	secure	funding	from	the	FHLB,	we	may	lose
access	to	this	source	of	liquidity	that	we	have	historically	relied	upon.	If	we	are	unable	to	access	any	of	these	types	of	funding
sources	or	if	our	costs	related	to	them	increases,	our	liquidity	and	ability	to	support	demand	for	loans	could	be	materially
adversely	affected.	Our	high	concentration	of	large	depositors	may	increase	our	liquidity	risk,	and	the	loss	of	any	large	depositor
may	negatively	impact	our	net	interest	margin.	We	have	developed	relationships	with	certain	individuals	and	businesses	that
have	resulted	in	a	concentration	of	large	deposits	from	a	small	number	of	clients.	As	of	December	31,	2023	2024	,	our	10	largest
depositor	relationships	accounted	for	approximately	13	17	.	0	3	%	of	our	total	deposits.	This	high	concentration	of	depositors
presents	a	risk	to	our	liquidity	if	one	or	more	of	them	decides	to	change	its	relationship	with	us	and	to	withdraw	all	or	a
significant	portion	of	their	deposits,	for	example	as	a	result	of	deposits	above	the	FDIC	insurance	limit.	If	such	an	event	occurs,
we	may	need	to	seek	out	alternative	sources	of	funding	that	may	not	be	on	the	same	terms	as	the	deposits	being	replaced,	which
could	negatively	impact	our	net	interest	margin	if	the	alternative	source	of	funding	is	at	a	higher	rate	and	have	a	material
adverse	effect	on	our	business,	financial	condition,	results	of	operations	and	growth	prospects.	Our	liquidity	is	dependent	on
dividends	from	the	Bank.	The	Company	is	a	legal	entity	separate	and	distinct	from	the	Bank,	whose	primary	source	of	funds
consists	of	dividends	from	the	Bank.	Various	federal	and	state	laws	and	regulations	limit	the	amount	of	dividends	that	the	Bank
may	pay	to	the	Company.	For	example,	Minnesota	law	only	permits	a	bank	to	pay	dividends	if	it	has	established	a	surplus	fund
equal	to	or	more	than	20	%	of	the	bank’	s	capital	stock	and	if	the	dividends	will	not	reduce	the	bank’	s	capital,	undivided	profits
and	reserves	below	specific	requirements.	As	of	December	31,	2023	2024	,	the	Bank	had	the	capacity	to	pay	the	Company	a
dividend	of	up	to	$	28	21	.	1	6	million	without	the	need	to	obtain	prior	regulatory	approval.	Also,	the	Company’	s	right	to
participate	in	a	distribution	of	assets	upon	a	subsidiary’	s	liquidation	or	reorganization	is	subject	to	the	prior	claims	of	the
subsidiary’	s	creditors.	In	the	event	the	Bank	is	unable	to	pay	dividends	to	us,	we	may	not	be	able	to	service	any	debt	we	may
incur,	which	could	have	a	material	adverse	effect	on	our	business,	financial	condition,	results	of	operations	and	growth
prospects.	27We	We	may	need	to	raise	additional	capital	in	the	future,	and	if	we	fail	to	maintain	sufficient	capital,	whether	due
to	losses,	an	inability	to	raise	additional	capital	or	otherwise,	our	business,	as	well	as	our	ability	to	maintain	regulatory
compliance,	would	be	adversely	affected.	We	face	significant	capital	and	other	regulatory	requirements	as	a	financial	institution.
We	may	need	to	raise	additional	capital	in	the	future	to	provide	us	with	sufficient	capital	resources	and	liquidity	to	meet	our
commitments	and	business	needs,	which	could	include	the	possibility	of	financing	acquisitions.	In	addition,	the	Company,	on	a
consolidated	basis,	and	the	Bank,	on	a	stand-	alone	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	contract	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	banking	industry,
market	conditions	and	governmental	activities,	and	our	financial	condition	and	performance.	In	particular,	if	we	need	to	raise
additional	capital	in	the	current	interest	rate	environment,	we	believe	the	pricing	and	other	terms	investors	may	require	in	such
an	offering	may	not	be	attractive	to	us.	Accordingly,	we	cannot	assure	that	we	will	be	able	to	raise	additional	capital	if	needed	or
on	terms	acceptable	to	us.	If	we	fail	to	maintain	capital	to	meet	regulatory	requirements,	or	are	unable	to	raise	capital	to	meet	our
business	needs,	our	business,	financial	condition,	results	of	operations	and	growth	prospects	would	be	materially	and	adversely
affected.	We	29We	may	be	adversely	affected	by	changes	in	the	actual	or	perceived	soundness	or	condition	of	other	financial
institutions.	Financial	services	institutions	that	deal	with	each	other	are	interconnected	as	a	result	of	trading,	investment,
liquidity	management,	clearing,	counterparty	and	other	relationships,	as	well	as	reputational	connections.	Concerns	about,	or	a
default	by,	one	institution	could	lead	to	significant	liquidity	problems	and	losses	or	defaults	by	other	institutions,	as	the
commercial	and	financial	soundness	of	many	financial	institutions	is	closely	related	as	a	result	of	these	credit,	trading,	clearing
and	other	relationships.	Even	the	perceived	lack	of	creditworthiness	of,	or	questions	about,	a	counterparty	may	lead	to	market-
wide	liquidity	problems	and	losses	or	defaults	by	various	institutions.	For	example,	certain	community	banks	experienced
deposit	outflows	following	the	bank	failures	in	early	2023.	This	systemic	risk	may	adversely	affect	financial	intermediaries	with
which	we	interact	on	a	daily	basis	or	key	funding	providers	such	as	the	FHLB,	which	could	have	a	material	adverse	effect	on	our
access	to	liquidity.	In	addition,	our	credit	risk	may	increase	when	the	collateral	held	by	us	cannot	be	realized	upon	or	is
liquidated	at	prices	not	sufficient	to	recover	the	full	amount	of	the	loan	or	derivative	exposure	due	to	us.	Any	such	losses	could
have	a	material	adverse	effect	on	our	business,	financial	condition,	results	of	operations	and	growth	prospects.	Additionally,
negative	news	about	us	or	the	banking	industry	in	general	could	negatively	impact	market	and	/	or	client	perceptions	of	our
company,	which	could	lead	to	a	loss	of	depositor	confidence	and	an	increase	in	deposit	withdrawals,	particularly	among	those
with	uninsured	deposits.	Furthermore,	as	we	and	other	regional	banking	organizations	experienced	in	2023,	the	failure	of	other
financial	institutions	may	cause	deposit	outflows	as	clients	spread	deposits	among	several	different	banks	so	as	to	maximize
their	amount	of	FDIC	insurance,	move	deposits	to	banks	deemed	“	too	big	to	fail	”	or	remove	deposits	from	the	banking	system
entirely.	As	of	December	31,	2023	2024	,	approximately	24	28	%	of	our	deposits	were	uninsured	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.	Operational,	Strategic	and	Reputational	RisksWe	may	not	be	able	to	implement	our	growth	strategy	or
manage	costs	effectively,	resulting	in	lower	earnings	or	profitability.	Our	strategy	focuses	on	organic	growth,	supplemented	by
opportunistic	acquisitions,	but	we	may	not	be	able	to	continue	to	grow	and	increase	our	earnings	in	the	future.	Our	growth
requires	that	we	increase	our	loans	and	deposits	while	managing	risks	by	following	prudent	loan	underwriting	standards	without
increasing	interest	rate	risk	or	compressing	our	net	interest	margin,	hiring	and	retaining	qualified	employees	and	successfully



implementing	strategic	projects	and	initiatives.	Even	if	we	are	able	to	increase	our	interest	income,	our	earnings	may
nonetheless	be	reduced	by	28increased	--	increased	expenses,	such	as	additional	employee	compensation	or	other	general	and
administrative	expenses	and	increased	interest	expense	on	any	liabilities	incurred	or	deposits	solicited	to	fund	increases	in	assets.
Additionally,	if	our	competitors	extend	credit	on	terms	we	find	to	pose	excessive	risks,	or	at	interest	rates	which	we	believe	do
not	warrant	the	credit	exposure,	we	may	not	be	able	to	maintain	our	lending	volume	and	could	experience	deteriorating	financial
performance.	Our	inability	to	manage	our	growth	successfully	could	have	a	material	adverse	effect	on	our	business,	financial
condition,	results	of	operations	and	growth	prospects.	We	are	highly	dependent	on	our	strategic	leadership	team,	and	the	loss	of
any	of	our	senior	executive	officers	or	other	key	employees,	or	our	inability	to	attract	and	retain	qualified	personnel,	could	harm
our	ability	to	implement	our	strategic	plan	and	impair	our	relationships	with	clients.	Our	success	is	dependent,	to	a	large	degree,
upon	the	continued	service	and	skills	of	our	strategic	leadership	team.	Our	business	and	growth	strategies	are	built	primarily
upon	our	ability	to	retain	employees	with	experience	and	business	relationships	within	our	market	area.	The	loss	of	any	of	the
members	of	our	strategic	leadership	team	or	any	of	our	other	key	personnel	could	have	an	adverse	impact	on	our	business	and
growth	because	of	their	skills,	years	of	industry	experience,	knowledge	of	our	market	area,	the	difficulty	of	finding	qualified
replacement	personnel	and	any	difficulties	associated	with	transitioning	of	responsibilities	to	any	new	members	of	the	strategic
leadership	team.	As	such,	we	need	to	continue	to	attract	and	retain	key	personnel	and	to	recruit	qualified	individuals	who	fit	our
culture	to	succeed	30succeed	existing	key	personnel	to	ensure	the	continued	growth	and	successful	operation	of	our	business.
Leadership	changes	may	occur	from	time	to	time,	and	we	cannot	predict	whether	significant	retirements	or	resignations	will
occur	or	whether	we	will	be	able	to	recruit	additional	qualified	personnel.	Competition	for	senior	executives	and	skilled
personnel	in	the	financial	services	and	banking	industry	is	intense,	which	means	the	cost	of	hiring,	incentivizing	and	retaining
skilled	personnel	may	continue	to	increase.	In	addition,	our	ability	to	effectively	compete	for	senior	executives	and	other
qualified	personnel	by	offering	competitive	compensation	and	benefit	arrangements	may	be	restricted	by	our	financial	condition,
and	applicable	banking	laws	and	regulations.	The	loss	of	the	services	of	any	senior	executive	or	other	key	personnel,	the
inability	to	recruit	and	retain	qualified	personnel	in	the	future	or	the	failure	to	develop	and	implement	a	viable	succession	plan
could	have	a	material	adverse	effect	on	our	business,	financial	condition,	results	of	operations	and	growth	prospects.	Labor
shortages	and	a	failure	to	attract	and	retain	qualified	employees	could	negatively	impact	our	business,	financial	condition,	results
of	operations	and	growth	prospects.	A	number	of	factors	may	adversely	affect	the	labor	force	available	to	us	or	increase	labor
costs,	including	high	employment	levels	and	changes	in	labor	force	size	and	participation	rates.	Although	we	have	not
experienced	any	material	labor	shortage	to	date,	we	continue	to	observe	an	overall	tightening	of	and	increase	in	competition	in
local	labor	markets.	A	sustained	labor	shortage	or	increased	turnover	rates	within	our	employee	base	could	lead	to	increased
costs,	such	as	increased	compensation	expense	to	attract	and	retain	employees,	as	well	as	decreased	efficiency.	In	addition,	if	we
are	unable	to	hire	and	retain	employees	capable	of	performing	at	a	high-	level,	or	if	mitigation	measures	we	take	to	respond	to	a
decrease	in	labor	availability	have	unintended	negative	effects,	our	business	could	be	adversely	affected.	An	overall	labor
shortage,	lack	of	skilled	labor,	increased	turnover	or	labor	inflation,	caused	by	general	macroeconomic	factors,	could	have	a
material	adverse	impact	on	our	business,	financial	condition,	results	of	operations	and	growth	prospects.	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	business	and
the	value	of	our	stock.	We	rely,	in	part,	on	our	reputation	to	attract	clients	and	retain	our	client	relationships.	Damage	to	our
reputation	could	undermine	the	confidence	of	our	current	and	potential	clients	in	our	ability	to	provide	high-	quality	financial
services.	Such	damage	could	also	impair	the	confidence	of	our	counterparties	and	vendors	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	in	this	report,	but	also	on	our	success	29in	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,	client	and	other	third	party	fraud,	record-	keeping,	regulatory	investigations	and	any
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	“	Bridgewater
Bank	”	brand	and	associated	trademarks	and	our	other	intellectual	property.	Defense	of	our	reputation,	trademarks	and	other
intellectual	property,	including	through	litigation,	could	result	in	costs	that	could	have	a	material	adverse	effect	on	our	business,
financial	condition,	results	of	operations	and	growth	prospects.	Additionally,	our	reputation	is	connected	to	that	of	the	financial
services	and	banking	industry	as	a	whole,	and	may	be	adversely	affected	by	changes	in	the	condition	and	reputation	of	the
industry;	for	example,	certain	community	banks	experienced	deposit	outflows	following	some	bank	failures	in	early	2023.	The
occurrence	of	fraudulent	activity,	breaches	or	failures	of	our	information	security	controls	or	cybersecurity-	related	incidents
could	have	a	material	adverse	effect	on	our	business,	financial	condition,	results	of	operations	and	growth	prospects.	As	a	bank,
we	are	susceptible	to	fraudulent	activity,	information	security	breaches	and	cybersecurity-	related	incidents	that	may	be
committed	against	us,	third	-	parties	and	their	subservicers,	or	our	clients,	which	may	result	in	financial	losses	or	increased	costs
to	us,	our	third	party	partners	or	our	clients,	disclosure	or	misuse	of	our	information	or	our	31our	client	information,
misappropriation	of	assets,	privacy	breaches	against	our	clients,	litigation	or	damage	to	our	reputation.	Such	fraudulent	activity
may	take	many	forms,	including	check	fraud,	electronic	fraud,	wire	fraud,	phishing,	social	engineering	and	other	dishonest	acts.
Information	security	breaches	and	cybersecurity-	related	incidents	may	include	fraudulent	or	unauthorized	access	to	systems
used	by	us	or	our	clients,	denial	or	degradation	of	service	attacks	and	malware,	ransomware,	or	other	cyber-	attacks.	In	recent
periods,	there	continues	to	be	a	rise	in	electronic	fraudulent	activity,	security	breaches	and	cyber-	attacks	within	the	financial
services	industry,	especially	in	the	commercial	banking	sector	due	to	cyber	criminals	targeting	commercial	bank	accounts	and	as
a	result	of	increasingly	sophisticated	methods	of	conducting	cyber	attacks,	including	those	employing	artificial	intelligence	or
resulting	from	insider	fraud	.	Moreover	,	in	recent	periods	,	several	large	corporations,	including	financial	institutions,	third
party	partners	specializing	in	providing	services	to	financial	institutions,	and	retail	companies,	have	suffered	major	data



breaches,	in	some	cases	exposing	not	only	confidential	and	proprietary	corporate	information,	but	also	sensitive	financial	and
other	personal	information	of	their	customers	and	employees	and	subjecting	them	to	potential	fraudulent	activity.	Some	of	our
clients	may	have	been	affected	by	these	breaches,	which	could	increase	their	risks	of	identity	theft	and	other	fraudulent	activity
that	could	involve	their	accounts	with	us.	Information	pertaining	to	us	and	our	clients	is	maintained,	and	transactions	are
executed,	on	networks	and	systems	maintained	by	us	and	certain	third	party	partners,	such	as	our	online	banking,	mobile
banking	or	accounting	systems.	The	secure	maintenance	and	transmission	of	confidential	information,	as	well	as	execution	of
transactions	over	these	systems,	are	essential	to	protect	us	and	our	clients	against	fraud	and	security	breaches	and	to	maintain	the
confidence	of	our	clients.	Breaches	of	information	security	also	may	occur	through	intentional	or	unintentional	acts	by	those
having	access	to	our	systems	or	the	confidential	information	of	our	clients,	including	employees.	In	addition,	increases	in
criminal	activity	levels	and	sophistication,	advances	in	computer	capabilities,	new	discoveries,	vulnerabilities	in	third	party
technologies	(including	browsers	and	operating	systems)	or	other	developments	could	result	in	a	compromise	or	breach	of	the
technology,	processes	and	controls	that	we	use	to	prevent	fraudulent	transactions	and	to	protect	data	about	us,	our	clients	and
underlying	transactions,	as	well	as	the	technology	used	by	our	clients	to	access	our	systems.	Our	third	party	partners’	inability	to
anticipate,	or	failure	to	adequately	mitigate,	breaches	of	security	could	result	in	a	number	of	negative	events,	including	losses	to
us	or	our	clients,	loss	of	business	or	clients,	damage	to	our	reputation,	the	incurrence	of	additional	expenses,	disruption	to	our
business,	additional	regulatory	scrutiny	or	penalties	or	our	exposure	to	civil	litigation	and	possible	financial	liability,	any	of
which	could	have	a	material	adverse	effect	on	our	business,	financial	condition,	results	of	operations	and	growth	prospects.
30Issues	--	Issues	with	the	use	of	artificial	intelligence	in	our	marketplace	may	result	in	reputational	harm	or	liability,	or	could
otherwise	adversely	affect	our	business.	Artificial	intelligence,	including	generative	artificial	intelligence,	is	or	may	be	enabled
by	or	integrated	into	our	products	or	those	developed	by	our	third	party	partners.	As	with	many	developing	technologies,
artificial	intelligence	presents	risks	and	challenges	that	could	affect	its	further	development,	adoption,	and	use,	and	therefore	our
business.	Artificial	intelligence	algorithms	may	be	flawed,	for	example	datasets	may	contain	biased	information	or	otherwise	be
insufficient,	and	inappropriate	or	controversial	data	practices	could	impair	the	acceptance	of	artificial	intelligence	solutions	and
result	in	burdensome	new	regulations.	If	the	analyses	that	products	incorporating	artificial	intelligence	assist	in	producing	for	us
or	our	third	party	partners	are	deficient,	biased	or	inaccurate,	we	could	be	subject	to	competitive	harm,	potential	legal	liability
and	brand	or	reputational	harm.	The	use	of	artificial	intelligence	may	also	present	ethical	issues.	If	we	or	our	third	party	partners
offer	artificial	intelligence	enabled	products	that	are	controversial	because	of	their	purported	or	real	impact	on	human	rights,
privacy,	or	other	issues,	we	may	experience	competitive	harm,	potential	legal	liability	and	brand	or	reputational	harm.	In
addition,	we	expect	that	governments	will	continue	to	assess	and	implement	new	laws	and	regulations	concerning	the	use	of
artificial	intelligence,	which	may	affect	or	impair	the	usability	or	efficiency	of	our	products	and	services	and	those	developed	by
our	third	party	partners.	We	depend	on	critical	systems	of	third	parties,	and	any	systems	failures,	interruptions	or	data	breaches
involving	these	systems	could	adversely	affect	our	operations	and	financial	condition.	Our	business	is	highly	dependent	on	the
successful	and	uninterrupted	functioning	of	our	information	technology	and	telecommunications	systems,	third	party	servicers,
accounting	systems,	mobile	and	online	banking	platforms	and	financial	32financial	intermediaries.	We	outsource	to	third	parties
many	of	our	major	systems,	such	as	data	processing	and	mobile	and	online	banking.	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.	A	system	failure	or	service	denial	could	result	in	a	deterioration	of	our	ability	to	process	loans	or
gather	deposits	and	provide	customer	service,	compromise	our	ability	to	operate	effectively,	result	in	potential	noncompliance
with	applicable	laws	or	regulations,	damage	our	reputation,	result	in	a	loss	of	customer	business	or	subject	us	to	additional
regulatory	scrutiny	and	possible	financial	liability,	any	of	which	could	have	a	material	adverse	effect	on	business,	financial
condition,	results	of	operations	and	growth	prospects.	In	addition,	failures	of	third	parties	to	comply	with	applicable	laws	and
regulations,	or	fraud	or	misconduct	on	the	part	of	employees	of	any	of	these	third	parties,	could	disrupt	our	operations	or
adversely	affect	our	reputation.	It	may	be	difficult	for	us	to	replace	some	of	our	third	party	vendors,	particularly	vendors
providing	our	core	banking	and	information	services,	in	a	timely	manner	if	they	are	unwilling	or	unable	to	provide	us	with	these
services	in	the	future	for	any	reason	and	even	if	we	are	able	to	replace	them,	it	may	be	at	higher	cost	or	result	in	the	loss	of
clients.	Any	such	events	could	have	a	material	adverse	effect	on	our	business,	financial	condition,	results	of	operations	and
growth	prospects.	Our	operations	rely	heavily	on	the	secure	processing,	storage	and	transmission	of	information	and	the
monitoring	of	a	large	number	of	transactions	on	a	minute-	by-	minute	basis,	and	even	a	short	interruption	in	service	could	have
significant	consequences.	We	also	interact	with	and	rely	on	retailers,	for	whom	we	process	transactions,	as	well	as	financial
counterparties	and	regulators.	Each	of	these	third	parties	may	be	targets	of	the	same	types	of	fraudulent	activity,	computer
break-	ins	and	other	cybersecurity	breaches	described	above,	including	those	employing	artificial	intelligence,	and	the
cybersecurity	measures	that	they	maintain	to	mitigate	the	risk	of	such	activity	may	be	different	than	our	own	and	may	be
inadequate.	As	a	result	of	financial	entities	and	technology	systems	becoming	more	interdependent	and	complex,	a	cyber
incident,	information	breach	or	loss,	or	technology	failure	that	compromises	the	systems	or	data	of	one	or	more	financial	entities
could	have	a	material	impact	on	counterparties	or	other	market	participants,	including	ourselves.	As	a	result	of	the	foregoing,
our	ability	to	conduct	business	may	be	adversely	affected	by	any	significant	disruptions	to	us	or	to	third	parties	with	whom	we
interact.	31Our	--	Our	use	of	third	party	vendors	and	our	other	ongoing	third	party	business	relationships	is	subject	to	increasing
regulatory	requirements	and	attention.	Our	use	of	third	party	vendors	for	certain	information	systems	is	subject	to	increasingly
demanding	regulatory	requirements	and	attention	by	our	federal	bank	regulators.	Regulations	require	us	to	enhance	our	due
diligence,	ongoing	monitoring	and	control	over	our	third	party	vendors	and	other	ongoing	third	party	business	relationships.	In
certain	cases	,	we	may	be	required	to	renegotiate	our	agreements	with	these	vendors	to	meet	these	enhanced	requirements,	which



could	increase	our	costs.	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	on	our	business,	financial	condition,	results	of
operations	and	growth	prospects.	We	have	a	continuing	need	for	technological	change,	and	we	may	not	have	the	resources	to
effectively	implement	new	technology	or	we	may	experience	operational	challenges	when	implementing	new	technology.	The
financial	services	industry	is	undergoing	rapid	technological	changes	with	frequent	introductions	of	new	technology-	driven
products	and	services.	In	addition	to	better	serving	clients,	the	effective	use	of	technology	increases	efficiency	and	enables
financial	institutions	to	reduce	costs.	Our	future	success	will	depend	in	part	upon	our	ability	and	the	33the	ability	of	our	third
party	partners	to	address	the	needs	of	our	clients	by	using	technology	to	provide	products	and	services	that	will	satisfy	client
demands	for	convenience	as	well	as	to	create	additional	efficiencies	in	our	operations	as	we	continue	to	grow.	The	widespread
adoption	of	new	technologies,	including	mobile	banking	services,	artificial	intelligence,	cryptocurrencies	and	payment	systems,
could	require	us	in	the	future	to	make	substantial	expenditures	to	modify	or	adapt	our	existing	products	and	services	as	we	grow
and	develop	new	products	to	satisfy	our	customers'	expectations,	remain	competitive	and	comply	with	regulatory	guidance.	We
may	experience	operational	challenges	as	we	implement	these	new	technology	enhancements,	which	could	result	in	us	not	fully
realizing	the	anticipated	benefits	from	such	new	technology	or	require	us	to	incur	significant	costs	to	remedy	any	such
challenges	in	a	timely	manner.	Many	of	our	larger	competitors	have	substantially	greater	resources	to	invest	in	technological
improvements.	As	a	result,	they	may	be	able	to	offer	additional	or	superior	products	to	those	that	we	will	be	able	to	offer,	which
would	put	us	at	a	competitive	disadvantage.	Accordingly,	a	risk	exists	that	we	will	not	be	able	to	effectively	implement	new
technology-	driven	products	and	services	or	be	successful	in	marketing	such	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	cause
service	interruptions,	transaction	processing	errors	and	system	conversion	delays	and	may	cause	us	to	fail	to	comply	with
applicable	laws.	We	expect	that	new	technologies	and	business	processes	applicable	to	the	banking	industry	will	continue	to
emerge,	and	these	new	technologies	and	business	processes	may	be	better	than	those	we	currently	use.	Because	the	pace	of
technological	change	is	high	and	our	industry	is	intensely	competitive,	we	may	not	be	able	to	sustain	our	investment	in	new
technology	as	critical	systems	and	applications	become	obsolete	or	as	better	ones	become	available.	A	failure	to	successfully
keep	pace	with	technological	change	affecting	the	financial	services	industry	and	failure	to	avoid	interruptions,	errors	and	delays
could	have	a	material	adverse	effect	on	our	business,	reputation,	financial	condition,	results	of	operations	and	growth	prospects.
We	depend	on	the	accuracy	and	completeness	of	information	about	clients	and	counterparties.	In	deciding	whether	to	extend
credit	or	enter	into	other	transactions,	and	in	evaluating	and	monitoring	our	loan	and	deposit	portfolios	on	an	ongoing	basis,	we
may	rely	on	information	furnished	by	or	on	behalf	of	clients	and	counterparties,	including	financial	statements,	credit	reports
and	other	financial	information.	We	may	also	rely	on	representations	of	those	clients	or	counterparties	or	of	other	third	parties,
such	as	independent	auditors,	as	to	the	accuracy	and	completeness	of	that	information.	Reliance	on	inaccurate,	incomplete,
fraudulent	or	misleading	financial	statements,	credit	reports	or	other	financial	or	business	information,	or	the	failure	to	receive
such	information	on	a	timely	32basis	--	basis	,	could	result	in	loan	or	leases	losses,	reputational	damage	or	other	effects	that
could	have	a	material	adverse	effect	on	our	business,	financial	condition,	results	of	operations	and	growth	prospects.	If	we
pursue	strategic	acquisitions,	it	may	expose	us	to	financial,	execution	and	operational	risks.	We	plan	to	grow	our	business
organically	but	remain	open	to	considering	potential	bank	or	other	acquisition	opportunities	that	fit	within	our	overall	strategy
and	that	we	believe	make	financial	and	strategic	sense	,	such	as	the	recent	acquisition	of	FMCB	.	In	the	event	that	we	pursue
additional	strategic	acquisitions,	we	may	have	difficulty	completing	them	and	may	not	realize	the	anticipated	benefits	of	any
transaction	we	complete.	For	example,	we	may	not	be	successful	in	realizing	anticipated	cost	savings	or	in	preventing
disruptions	in	service	to	existing	client	relationships	of	the	acquired	institution.	Our	potential	acquisition	activities	could	require
us	to	deploy	a	substantial	amount	of	cash,	other	liquid	assets	or	incur	additional	debt.	In	addition,	if	goodwill	recorded	in
connection	with	future	acquisitions	were	determined	to	be	impaired,	then	we	would	be	required	to	recognize	a	charge	against	our
earnings,	which	could	materially	and	adversely	affect	our	results	of	operations	during	the	period	in	which	the	impairment	was
recognized.	In	addition	to	the	foregoing,	we	may	face	additional	risks	in	acquisitions	to	the	extent	we	acquire	new	lines	of
business	or	new	products,	or	enter	new	geographic	areas,	in	which	we	have	little	or	no	current	experience,	especially	if	we	lose
key	employees	of	the	acquired	operations.	We	may	not	be	successful	in	overcoming	these	risks	or	any	other	problems
encountered	in	connection	with	acquisitions.	Our	inability	to	overcome	risks	associated	with	acquisitions	could	have	a	material
adverse	effect	on	our	business,	financial	condition,	results	of	operations	and	growth	prospects.	New	34New	lines	of	business,
products,	product	enhancements	or	services	may	subject	us	to	additional	risks.	From	time	to	time,	we	may	implement	new	lines
of	business	or	offer	new	products	and	product	enhancements	as	well	as	new	services	within	our	existing	lines	of	business.	There
are	substantial	risks	and	uncertainties	associated	with	these	efforts,	particularly	in	instances	in	which	the	markets	are	not	fully
developed.	In	implementing,	developing	or	marketing	new	lines	of	business,	products,	product	enhancements	or	services,	we
may	invest	significant	time	and	resources,	although	we	may	not	assign	the	appropriate	level	of	resources	or	expertise	necessary
to	make	these	new	lines	of	business,	products,	product	enhancements	or	services	successful	or	to	realize	their	expected	benefits.
Further,	initial	timetables	for	the	introduction	and	development	of	new	lines	of	business,	products,	product	enhancements	or
services	may	not	be	achieved,	and	price	and	profitability	targets	may	not	prove	feasible.	External	factors,	such	as	compliance
with	regulations,	competitive	alternatives	and	shifting	market	preferences,	may	also	affect	the	ultimate	implementation	of	a	new
line	of	business	or	offerings	of	new	products,	product	enhancements	or	services.	Furthermore,	any	new	line	of	business,	product,
product	enhancement	or	service	or	system	conversion	could	have	a	significant	impact	on	the	effectiveness	of	our	system	of



internal	controls.	Failure	to	successfully	manage	these	risks	in	the	development	and	implementation	of	new	lines	of	business	or
offerings	of	new	products,	product	enhancements	or	services	could	have	a	material	adverse	effect	on	our	business,	financial
condition,	results	of	operations,	growth	prospects	and	reputation.	We	operate	in	a	highly	competitive	and	changing	industry	and
market	area	and	compete	with	both	banks	and	non-	banks.	We	operate	in	the	highly	competitive	financial	services	industry	and
face	significant	competition	for	clients	from	financial	institutions	located	both	within	and	beyond	our	market	area.	We	compete
with	national	commercial	banks,	regional	banks,	private	banks,	savings	banks,	credit	unions,	non-	bank	financial	services
companies	,	fintech	companies,	digital	asset	providers,	and	other	financial	institutions	operating	within	or	near	the	areas	we
serve,	many	of	whom	target	the	same	clients	we	do	in	the	Twin	Cities	MSA.	As	client	preferences	and	expectations	continue	to
evolve,	technology	has	lowered	barriers	to	entry	and	made	it	possible	for	banks	to	expand	their	geographic	reach	by	providing
services	over	the	internet	and	for	non-	banks	to	offer	products	and	services	traditionally	provided	by	banks,	such	as	automatic
transfer	and	automatic	payment	systems.	The	banking	industry	is	experiencing	rapid	changes	in	technology,	and,	as	a	result,	our
future	success	will	depend	in	part	on	our	ability	to	address	our	clients’	needs	by	using	technology.	Client	loyalty	can	be
influenced	by	a	competitor’	s	new	products,	especially	offerings	that	could	provide	cost	savings	or	a	higher	return	to	the	client.
Increased	lending	activity	of	competing	banks	has	also	led	to	increased	competitive	pressures	on	loan	rates	and	terms	for	high-
quality	credits.	We	may	not	be	able	to	compete	successfully	with	other	financial	institutions	in	our	markets,	particularly	with
larger	financial	institutions	that	have	significantly	greater	resources	than	us,	and	we	may	have	to	pay	33higher	--	higher	interest
rates	to	attract	deposits,	accept	lower	yields	to	attract	loans	and	pay	higher	wages	for	new	employees,	resulting	in	lower	net
interest	margins	and	reduced	profitability.	Many	of	our	non-	bank	competitors	are	not	subject	to	the	same	extensive	regulations
that	govern	our	activities	and	may	have	greater	flexibility	in	competing	for	business.	The	financial	services	industry	could
become	even	more	competitive	as	a	result	of	legislative,	regulatory	and	technological	changes	and	continued	consolidation.	In
addition,	some	of	our	current	commercial	banking	clients	may	seek	alternative	banking	sources	as	they	develop	needs	for	credit
larger	than	we	may	be	able	to	accommodate	or	more	expansive	product	mixes	offered	by	larger	institutions.	While	we	do	not
offer	products	relating	to	digital	assets,	including	cryptocurrencies,	stablecoins	and	other	similar	assets,	there	has	been	a
significant	increase	in	digital	asset	adoption	globally	over	the	past	several	years.	Certain	characteristics	of	digital	asset
transactions,	such	as	the	speed	with	which	such	transactions	can	be	conducted,	the	ability	to	transact	without	the	involvement	of
regulated	intermediaries,	the	ability	to	engage	in	transactions	across	multiple	jurisdictions,	and	the	anonymous	nature	of	the
transactions,	are	appealing	to	certain	consumers	notwithstanding	the	various	risks	posed	by	such	transactions.	Accordingly,
digital	asset	service	providers	—	many	of	which,	at	present	are	not	subject	to	the	same	degree	of	scrutiny	and	oversight	as
banking	organizations	and	other	financial	institutions	—	are	becoming	active	competitors	to	more	traditional	financial
institutions.	The	process	of	eliminating	banks	as	intermediaries,	known	as	“	disintermediation,	”	could	result	in	the	loss	of	fee
income,	as	well	as	the	loss	of	client	deposits	and	the	related	income	generated	from	deposits.	The	loss	of	these	revenue	streams
and	the	lower	cost	deposits	as	a	source	of	funds	could	have	a	material	adverse	effect	on	our	business,	financial	condition
35condition	and	results	of	operations.	Potential	partnerships	with	digital	asset	companies,	moreover,	could	also	entail
significant	investment.	Severe	weather,	natural	disasters,	widespread	disease	or	pandemics,	acts	of	war	or	terrorism	or	other
adverse	external	events	could	significantly	impact	our	business.	Severe	weather,	natural	disasters,	effects	of	climate	change,
widespread	disease	or	pandemics,	acts	of	war	or	terrorism,	or	other	adverse	external	events	could	have	a	significant	impact	on
our	ability	to	conduct	business.	In	addition,	such	events	could	affect	the	stability	of	our	deposit	base,	impair	the	ability	of
borrowers	to	repay	outstanding	loans,	impair	the	value	of	collateral	securing	loans,	cause	significant	property	damage,	result	in
loss	of	revenue	or	cause	us	to	incur	additional	expenses.	The	occurrence	of	any	of	these	events	in	the	future	could	have	a
material	adverse	effect	on	our	business,	financial	condition,	results	of	operations	and	growth	prospects.	Legal,	Accounting	and
Compliance	RisksWe	are	subject	to	commercial	real	estate	lending	guidance	issued	by	the	federal	banking	regulators	that
impacts	our	operations	and	capital	requirements.	The	federal	banking	regulators	have	issued	guidance	regarding	concentrations
in	commercial	real	estate	lending	directed	at	institutions	that	have	particularly	high	concentrations	of	commercial	real	estate
loans	within	their	lending	portfolios.	This	guidance	suggests	that	institutions	whose	commercial	real	estate	loans	exceed	certain
percentages	of	capital	should	implement	heightened	risk	management	practices	appropriate	to	their	concentration	risk	and	may
be	required	to	maintain	higher	capital	ratios	than	institutions	with	lower	concentrations	in	commercial	real	estate	lending.	As	of
December	31,	2023	2024	,	our	commercial	real	estate	secured	loans	represented	482	462	.	4	0	%	of	the	Bank’	s	total	risk-	based
capital.	As	a	result,	we	are	deemed	to	have	a	concentration	in	commercial	real	estate	lending	under	applicable	regulatory
guidelines.	Accordingly,	pursuant	to	guidance	issued	by	the	federal	bank	regulatory	agencies,	we	are	required	to	have
heightened	risk	management	practices	in	place	to	account	for	the	heightened	degree	of	risk	associated	with	commercial	real
estate	lending	and	may	be	required	to	maintain	capital	in	excess	of	regulatory	minimums.	We	cannot	guarantee	that	the	risk
management	practices	we	have	implemented	will	be	effective	to	prevent	losses	relating	to	our	commercial	real	estate	portfolio.
In	addition,	increased	capital	requirements	could	limit	our	ability	to	leverage	our	capital,	which	could	have	a	material	adverse
effect	on	our	business,	financial	condition,	results	of	operations	and	growth	prospects.	34Our	--	Our	risk	management
framework	and	programs	may	not	be	effective	in	mitigating	risks	or	losses	to	us.	Our	risk	management	framework	is	comprised
of	various	processes,	systems	and	strategies,	and	is	designed	to	manage	the	types	of	risk	to	which	we	are	subject,	including,
among	others,	strategic,	operational,	reputational,	credit,	capital,	market,	liquidity,	interest	rate	and	compliance	risk	.	Our	risk
management	framework	also	includes	financial	or	other	modeling	methodologies	that	involve	management	assumptions	and
judgment.	Our	risk	management	framework	may	not	be	effective	under	all	circumstances	and	it	may	not	adequately	mitigate	any
risk	or	loss	to	us.	If	our	framework	is	not	effective,	we	could	suffer	unexpected	losses	and	our	business,	financial	condition,
results	of	operations	and	growth	prospects	could	be	materially	and	adversely	affected.	We	may	also	be	subject	to	potentially
adverse	regulatory	consequences,	which	may	adversely	affect	our	reputation.	Our	accounting	estimates,	risk	management
processes	and	controls	rely	on	analytical	and	forecasting	techniques	and	models	and	assumptions,	which	may	not	accurately



predict	future	events.	Our	accounting	policies	and	methods	are	fundamental	to	the	manner	in	which	we	record	and	report	our
financial	condition	and	results	of	operations.	Our	management	must	exercise	judgment	in	selecting	and	applying	many	of	these
accounting	policies	and	methods	so	they	comply	with	GAAP	and	reflect	management’	s	judgment	of	the	most	appropriate
manner	to	report	our	financial	condition	and	results	of	operations.	In	some	cases,	management	must	select	the	accounting	policy
or	method	to	apply	from	two	or	more	alternatives,	any	of	which	may	be	reasonable	under	the	circumstances,	yet	which	may
result	in	our	reporting	materially	different	results	than	would	have	been	reported	under	a	different	alternative.	Certain	36Certain
accounting	policies	are	critical	to	presenting	our	financial	condition	and	results	of	operations.	They	require	management	to	make
difficult,	subjective	or	complex	judgments	about	matters	that	are	uncertain.	Materially	different	amounts	could	be	reported
under	different	conditions	or	using	different	assumptions	or	estimates.	These	critical	accounting	policies	include	policies	related
to	the	allowance	for	credit	losses,	investment	securities	impairment,	fair	value	of	financial	instruments	and	deferred	tax	assets.
See	“	Note	1	–	Description	of	the	Business	and	Summary	of	Significant	Accounting	Policies	”	of	the	Company’	s	Consolidated
Financial	Statements	included	as	part	of	this	Annual	Report	on	Form	10-	K	for	further	information.	Because	of	the	uncertainty
of	estimates	involved	in	these	matters,	we	may	be	required	to	do	one	or	more	of	the	following:	significantly	increase	the
allowance	for	credit	losses	or	sustain	credit	losses	that	are	significantly	higher	than	the	reserve	provided,	experience	additional
impairment	in	our	securities	portfolio,	change	the	carrying	value	of	our	financial	instruments	and	the	amount	of	revenue	or	loss
recorded,	or	record	a	valuation	allowance	against	our	deferred	tax	assets.	Any	of	these	could	have	a	material	adverse	effect	on
our	business,	financial	condition,	results	of	operations	and	growth	prospects.	Our	risk	management	processes,	internal	controls,
disclosure	controls	and	corporate	governance	policies	and	procedures	are	based	in	part	on	certain	assumptions	and	can	provide
only	reasonable	(not	absolute)	assurances	that	the	objectives	of	the	system	are	met.	Any	failure	or	circumvention	of	our	controls,
processes	and	procedures	or	failure	to	comply	with	regulations	related	to	controls,	processes	and	procedures	could	necessitate
changes	in	those	controls,	processes	and	procedures,	which	may	increase	our	compliance	costs,	divert	management	attention
from	our	business	or	subject	us	to	regulatory	actions	and	increased	regulatory	scrutiny.	Any	of	these	could	have	a	material
adverse	effect	on	our	business,	financial	condition,	results	of	operations	and	growth	prospects.	Changes	in	accounting	policies	or
standards	could	materially	impact	our	financial	statements.	From	time	to	time,	the	FASB,	the	Public	Accounting	Oversight
Board,	or	PCAOB,	or	the	SEC,	may	change	the	financial	accounting	and	reporting	standards	that	govern	the	preparation	of	our
financial	statements.	Such	changes	may	result	in	us	being	subject	to	new	or	changing	accounting	and	reporting	standards.	In
addition,	the	bodies	that	interpret	the	accounting	standards	(such	as	banking	regulators	or	outside	auditors)	may	change	their
interpretations	or	positions	on	how	these	standards	should	be	applied.	In	addition,	trends	in	financial	and	business	reporting,
including	ESG	related	disclosures,	could	require	us	to	incur	additional	reporting	expense.	These	changes	may	be	beyond	our
control,	can	be	hard	to	predict	and	can	materially	impact	how	we	record	and	report	our	financial	condition	and	results	of
operations.	In	some	cases,	we	could	be	required	to	apply	a	new	or	revised	standard	retroactively,	or	apply	an	existing	standard
differently,	in	each	case	resulting	in	our	needing	to	revise	or	restate	prior	period	financial	statements.	35The	--	The	obligations
associated	with	being	a	public	company	require	significant	resources	and	management	attention,	which	may	divert	time	and
attention	from	our	business	operations.	As	a	public	company,	we	are	required	to	file	periodic	reports	containing	our	consolidated
financial	statements	with	the	SEC	within	a	specified	time	following	the	completion	of	quarterly	and	annual	periods.	As	a	public
company,	we	also	incur	significant	legal,	accounting,	insurance,	and	other	expenses.	Compliance	with	these	reporting
requirements	and	other	rules	and	regulations,	including	periodic	revisions	to	and	additional	rules	and	regulations,	of	the	SEC
could	increase	our	legal	and	financial	compliance	costs	and	make	some	activities	more	time	consuming	and	costly,	which	could
negatively	affect	our	efficiency	ratio	(a	non-	GAAP	financial	measure)	.	Furthermore,	the	need	to	establish	and	maintain	the
corporate	infrastructure	demanded	of	a	public	company	may	divert	management’	s	attention	from	implementing	our	strategic
plan,	which	could	prevent	us	from	successfully	implementing	our	growth	initiatives	and	improving	our	business,	financial
condition	and	results	of	operations.	Furthermore,	beginning	January	1,	2024	the	Company	is	no	longer	considered	an	emerging
growth	company	as	defined	in	the	Jumpstart	Our	Business	Startups	Act	of	2012,	or	JOBS	Act.	Therefore,	we	are	no	longer	able
to	take	advantage	of	certain	temporary	exemptions	from	various	reporting	requirements,	including	reduced	disclosure
obligations	regarding	executive	compensation	in	our	periodic	reports	and	proxy	statements	and	an	exemption	from	the
requirement	to	obtain	an	attestation	from	our	auditors	on	management’	s	assessment	of	our	internal	control	over	financial
reporting.	As	a	result	of	this	change	in	our	reporting	and	disclosure	requirements,	we	expect	to	incur	additional	expenses	and
devote	increased	management	effort	toward	ensuring	compliance	in	comparison	to	prior	years.	Litigation	and	regulatory	actions,
including	possible	enforcement	actions,	could	subject	us	to	significant	fines,	penalties,	judgments	or	other	requirements	resulting
in	increased	expenses	or	restrictions	on	our	business	activities.	Our	business	is	subject	to	increased	litigation	and	regulatory	risks
as	a	result	of	a	number	of	factors,	including	the	highly	regulated	nature	of	the	financial	services	industry	and	the	focus	of	state
and	federal	prosecutors	on	banks	and	the	financial	services	industry	generally.	This	focus	has	only	intensified	since	the	financial
crisis,	with	regulators	and	prosecutors	focusing	on	a	variety	of	financial	institution	practices	and	requirements,	including
foreclosure	practices,	compliance	with	applicable	consumer	protection	laws,	classification	of	“	held	for	sale	”	assets	and
compliance	with	anti	37anti	-	money	laundering	statutes,	the	Bank	Secrecy	Act	and	sanctions	administered	by	the	Office	of
Foreign	Assets	Control	of	the	U.	S.	Treasury,	or	OFAC.	In	the	normal	course	of	business,	from	time	to	time,	we	have	in	the	past
and	may	in	the	future	be	named	as	a	defendant	in	various	legal	actions,	including	arbitrations,	class	actions	and	other	litigation,
arising	in	connection	with	our	current	or	prior	business	activities.	Legal	actions	could	include	claims	for	substantial
compensatory	or	punitive	damages	or	claims	for	indeterminate	amounts	of	damages.	We	may	also,	from	time	to	time,	be	the
subject	of	subpoenas,	requests	for	information,	reviews,	investigations	and	proceedings	(both	formal	and	informal)	by
governmental	agencies	regarding	our	current	or	prior	business	activities.	Any	such	legal	or	regulatory	actions	may	subject	us	to
substantial	compensatory	or	punitive	damages,	significant	fines,	penalties,	obligations	to	change	our	business	practices	or	other
requirements	resulting	in	increased	expenses,	diminished	income	and	damage	to	our	reputation.	Our	involvement	in	any	such



matters,	whether	tangential	or	otherwise	and	even	if	the	matters	are	ultimately	determined	in	our	favor,	could	also	cause
significant	harm	to	our	reputation	and	divert	management	attention	from	the	operation	of	our	business.	Further,	any	settlement,
consent	order	or	adverse	judgment	in	connection	with	any	formal	or	informal	proceeding	or	investigation	by	government
agencies	may	result	in	litigation,	investigations	or	proceedings	as	other	litigants	and	government	agencies	begin	independent
reviews	of	the	same	activities.	As	a	result,	the	outcome	of	legal	and	regulatory	actions	could	have	a	material	adverse	effect	on
our	business,	reputation,	financial	condition,	results	of	operations	and	growth	prospects.	We	are	subject	to	extensive	regulation,
and	the	regulatory	framework	that	applies	to	us,	together	with	any	future	legislative	or	regulatory	changes,	may	significantly
affect	our	operations.	The	banking	industry	is	extensively	regulated	and	supervised	under	both	federal	and	state	laws	and
regulations	that	are	intended	primarily	for	the	protection	of	depositors,	clients,	federal	deposit	insurance	funds	and	the	banking
system	as	a	whole,	not	for	the	protection	of	our	business	or	our	shareholders.	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	MDOC.	36The	--
The	laws	and	regulations	applicable	to	us	govern	a	variety	of	matters,	including	permissible	types,	amounts	and	terms	of	loans
and	investments	we	may	make,	the	maximum	interest	rate	that	may	be	charged,	the	amount	of	reserves	we	must	hold	against
deposits	we	take,	the	types	of	deposits	we	may	accept,	maintenance	of	adequate	capital	and	liquidity,	changes	in	the	control	of
us	and	our	bank,	restrictions	on	dividends	and	establishment	of	new	offices.	We	must	obtain	approval	from	our	regulators	before
engaging	in	certain	activities,	and	there	is	the	risk	that	such	approvals	may	not	be	obtained,	either	in	a	timely	manner	or	at	all.
Our	regulators	also	have	the	ability	to	compel	us	to	take	certain	actions,	or	restrict	us	from	taking	certain	actions	entirely,	such	as
actions	that	our	regulators	deem	to	constitute	an	unsafe	or	unsound	banking	practice.	Our	failure	to	comply	with	any	applicable
laws	or	regulations,	or	regulatory	policies	and	interpretations	of	such	laws	and	regulations,	could	result	in	sanctions	by
regulatory	agencies,	civil	money	penalties	or	damage	to	our	reputation,	all	of	which	could	have	a	material	adverse	effect	on	our
business,	financial	condition,	results	of	operations	and	growth	prospects.	Since	the	financial	crisis,	federal	and	state	banking
laws	and	regulations,	as	well	as	interpretations	and	implementations	of	these	laws	and	regulations,	have	undergone	substantial
review	and	change.	In	particular,	the	Dodd-	Frank	Act	drastically	revised	the	laws	and	regulations	under	which	we	operate.	As
an	institution	with	less	than	$	10	billion	in	assets,	certain	elements	of	the	Dodd-	Frank	Act	have	not	been	applied	to	us	and
provisions	of	the	Regulatory	Relief	Act	are	intended	to	result	in	meaningful	regulatory	relief	for	community	banks	and	their
holding	companies.	While	we	endeavor	to	maintain	safe	banking	practices	and	controls	beyond	the	regulatory	requirements
applicable	to	us,	our	internal	controls	may	not	match	those	of	larger	banking	institutions	that	are	subject	to	increased	regulatory
oversight.	Financial	institutions	have	generally	have	also	been	subjected	to	increased	scrutiny	from	regulatory	authorities,
especially	following	including	in	the	wake	of	the	bank	failures	in	early	2023.	This	increased	regulatory	burden	has	resulted	and
may	continue	to	result	in	increased	higher	costs	of	doing	business	and	may	in	the	future	result	in	continue	to	do	so.	It	may	also
lead	to	decreased	decreases	in	our	revenues	and	net	income,	reduce	reductions	in	our	ability	to	compete	effectively	to	attract
and	retain	clients,	or	may	make	it	less	attractive	for	us	to	continue	providing	certain	products	and	services.	Any	future	changes
in	federal	and	state	laws	and	regulations,	as	well	as	the	interpretation	and	implementation	of	such	laws	and	regulations,	could
affect	us	in	substantial	and	unpredictable	ways,	including	those	listed	above	or	other	ways	that	could	have	a	material	adverse
effect	on	our	business,	financial	condition,	results	of	operations	and	growth	prospects.	In	addition,	political	developments,
including	recent	changes	in	laws	and	regulations,	as	well	as	changes	in	38staffing	at	the	regulatory	agencies,	introduced
by	the	Trump	Administration	in	the	United	States,	add	uncertainty	to	the	implementation,	scope	and	timing	of
regulatory	reforms.	There	is	uncertainty	surrounding	potential	legal,	regulatory	and	policy	changes	by	new	presidential
administrations	in	the	United	States	that	may	directly	affect	financial	institutions	and	the	global	economy	.	2024	is	a	presidential
election	year	.	Changes	in	federal	policy	and	at	regulatory	agencies	occur	over	time	through	policy	and	personnel	changes
following	elections	,	including	the	change	in	presidential	administration	which	occurred	in	January	2025	,	which	lead	to
changes	involving	the	level	of	oversight	and	focus	on	the	financial	services	industry.	The	nature,	timing	and	economic	and
political	effects	of	potential	changes	to	the	current	legal	and	regulatory	framework	affecting	financial	institutions	remain	highly
uncertain.	Uncertainty	surrounding	future	changes	may	adversely	affect	our	operating	environment	and	therefore	our	business,
financial	condition,	results	of	operations	and	growth	prospects.	Changes	in	tax	laws	and	regulations,	or	changes	in	the
interpretation	of	existing	tax	laws	and	regulations,	may	have	a	material	adverse	effect	on	our	business,	financial	condition,
results	of	operations	and	growth	prospects.	We	operate	in	an	environment	that	imposes	income	taxes	on	our	operations	at	both
the	federal	and	state	levels	to	varying	degrees.	We	engage	in	certain	strategies	to	minimize	the	impact	of	these	taxes.
Consequently,	any	change	in	tax	laws	or	regulations,	or	new	interpretation	of	an	existing	law	or	regulation,	could	significantly
alter	the	effectiveness	of	these	strategies.	The	net	deferred	tax	asset	reported	on	our	balance	sheet	generally	represents	the	tax
benefit	of	future	deductions	from	taxable	income	for	items	that	have	already	been	recognized	for	financial	reporting	purposes.
The	bulk	of	the	deferred	tax	asset	consists	of	deferred	loan	loss	deductions.	The	net	deferred	tax	asset	is	measured	by	applying
currently-	enacted	income	tax	rates	to	the	accounting	period	during	which	the	tax	benefit	is	expected	to	be	realized.	As	of
December	31,	2023	2024	,	our	net	deferred	tax	asset	was	$	23	21	.	9	million.	37Bridgewater	--	Bridgewater	Investment
Management,	Inc.,	a	Minnesota	corporation	and	a	subsidiary	of	the	Bank,	holds	certain	municipal	securities	and	engages	in
municipal	lending	activities.	Based	on	current	tax	regulations	and	guidance,	we	believe	that	municipal	securities	and	loans	held
by	a	non-	bank	subsidiary	of	a	financial	institution	are	eligible	to	receive	favorable	federal	income	tax	treatment.	There	is	a	risk
that	the	IRS	may	investigate	these	types	of	arrangements	and	issue	new	guidance	eliminating	the	tax	benefit	to	such	a	structure.
We	are	subject	to	more	stringent	capital	requirements.	Banking	institutions	are	required	to	hold	more	capital	as	a	percentage	of
assets	than	most	industries.	In	the	wake	of	the	global	financial	crisis,	our	capital	requirements	increased,	both	in	the	amount	of
capital	we	must	hold	and	in	the	quality	of	the	capital	to	absorb	losses.	Holding	high	amounts	of	capital	compresses	our	earnings
and	constrains	growth.	In	addition,	the	failure	to	meet	applicable	regulatory	capital	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	client	and	investor	confidence,	our	cost	of	funds	and	FDIC	insurance	costs
and	our	ability	to	make	acquisitions	and	ultimately	result	in	a	material	adverse	effect	on	our	business,	financial	condition,	results
of	operations	and	growth	prospects.	Federal	and	state	regulators	periodically	examine	our	business,	and	we	may	be	required	to
remediate	adverse	examination	findings.	The	Federal	Reserve,	the	FDIC	and	the	MDOC	periodically	examine	us,	including	our
operations	and	our	compliance	with	laws	and	regulations.	If,	as	a	result	of	an	examination,	a	banking	agency	were	to	determine
that	our	financial	condition,	capital	resources,	asset	quality,	earnings	prospects,	management,	liquidity	or	other	aspects	of	any	of
our	operations	had	become	unsatisfactory,	or	that	we	were	in	violation	of	any	law	or	regulation,	they	may	take	a	number	of
different	remedial	actions	as	they	deem	appropriate.	These	actions	include	the	power	to	enjoin	“	unsafe	or	unsound	”	practices,
to	require	affirmative	action	to	correct	any	conditions	resulting	from	any	violation	or	practice,	to	issue	an	administrative	order
that	can	be	judicially	enforced,	to	direct	an	increase	in	our	capital,	to	restrict	our	growth,	to	assess	civil	39civil	money	penalties,
to	fine	or	remove	officers	and	directors	and,	if	it	is	concluded	that	such	conditions	cannot	be	corrected	or	there	is	an	imminent
risk	of	loss	to	depositors,	to	terminate	our	deposit	insurance	and	place	us	into	receivership	or	conservatorship.	Any	regulatory
action	against	us	could	have	a	material	adverse	effect	on	our	business,	financial	condition,	results	of	operations	and	growth
prospects.	We	are	subject	to	numerous	laws	designed	to	protect	consumers,	including	the	Community	Reinvestment	Act	and	fair
lending	laws,	and	failure	to	comply	with	these	laws	could	lead	to	a	wide	variety	of	sanctions.	The	CRA	requires	the	Bank,
consistent	with	safe	and	sound	operations,	to	ascertain	and	meet	the	credit	needs	of	its	entire	community,	including	low	and
moderate	income	areas.	Our	failure	to	comply	with	the	CRA	could,	among	other	things,	result	in	the	denial	or	delay	of	certain
corporate	applications	filed	by	us,	including	applications	for	branch	openings	or	relocations	and	applications	to	acquire,	merge
or	consolidate	with	another	banking	institution	or	holding	company.	In	addition,	the	CRA,	the	Equal	Credit	Opportunity	Act,	the
Fair	Housing	Act	and	other	fair	lending	laws	and	regulations	prohibit	discriminatory	lending	practices	by	financial	institutions.
The	U.	S.	Department	of	Justice,	bank	regulatory	agencies	and	other	federal	agencies	are	responsible	for	enforcing	these	laws
and	regulations.	A	challenge	to	an	institution’	s	compliance	with	fair	lending	laws	and	regulations	could	result	in	a	wide	variety
of	sanctions,	including	damages	and	civil	money	penalties,	injunctive	relief,	restrictions	on	mergers	and	acquisitions	activity,
restrictions	on	expansion	and	restrictions	on	entering	new	business	lines.	Private	parties	may	also	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,	results	of	operations	and	growth	prospects.	Noncompliance	with	the	Bank	Secrecy	Act	and	other
anti-	money	laundering	statutes	and	regulations	could	result	in	fines	or	sanctions	against	us.	The	Bank	Secrecy	Act	and	other
laws	and	regulations	require	financial	institutions,	among	other	duties,	to	institute	and	maintain	an	effective	anti-	money
laundering	program	and	to	file	reports	such	as	suspicious	activity	reports	and	currency	transaction	reports.	We	are	required	to
comply	with	these	and	other	anti-	money	laundering	requirements.	38The	--	The	bank	regulatory	agencies	and	Financial	Crimes
Enforcement	Network	are	authorized	to	impose	significant	civil	money	penalties	for	violations	of	those	requirements	and	have
recently	engaged	in	coordinated	enforcement	efforts	against	banks	and	other	financial	services	providers	with	the	U.	S.
Department	of	Justice,	Drug	Enforcement	Administration	and	IRS.	We	are	also	subject	to	increased	scrutiny	of	compliance	with
the	rules	enforced	by	the	OFAC.	If	our	policies,	procedures	and	systems	are	deemed	deficient,	we	would	be	subject	to	liability,
including	fines	and	regulatory	actions,	which	may	include	restrictions	on	our	ability	to	pay	dividends	and	the	necessity	to	obtain
regulatory	approvals	to	proceed	with	certain	aspects	of	our	business	plan,	including	our	acquisition	plans.	Failure	to	maintain
and	implement	adequate	programs	to	combat	money	laundering	and	terrorist	financing	could	also	have	serious	reputational
consequences	for	us.	Any	of	these	results	could	have	a	material	adverse	effect	on	our	business,	financial	condition,	results	of
operations	and	growth	prospects.	Regulations	relating	to	privacy,	information	security	and	data	protection	could	increase	our
costs,	affect	or	limit	how	we	collect	and	use	personal	information	and	adversely	affect	our	business	opportunities.	We	are
subject	to	various	privacy,	information	security	and	data	protection	laws,	including	requirements	concerning	security	breach
notification,	and	we	could	be	negatively	affected	by	these	laws.	For	example,	our	business	is	subject	to	the	Gramm-	Leach-
Bliley	Act	which,	among	other	things	(i)	imposes	certain	limitations	on	our	ability	to	share	nonpublic	personal	information
about	our	clients	with	nonaffiliated	third	parties,	(ii)	requires	that	we	provide	certain	disclosures	to	clients	about	our	information
collection,	sharing	and	security	practices	and	afford	clients	the	right	to	“	opt	out	”	of	any	information	sharing	by	us	with
nonaffiliated	third	parties	(with	certain	exceptions)	and	(iii)	requires	that	we	develop,	implement	and	maintain	a	written
comprehensive	information	security	program	containing	appropriate	safeguards	based	on	our	size	and	complexity,	the	nature
and	scope	of	our	activities	and	the	sensitivity	of	client	information	we	process,	as	well	as	plans	for	responding	to	data	security
breaches.	Various	state	and	federal	banking	regulators	and	states	have	also	enacted	data	security	breach	notification
requirements	with	varying	levels	of	individual,	consumer,	regulatory	or	law	enforcement	notification	in	certain	circumstances	in
the	event	of	a	security	breach.	Moreover,	legislators	and	regulators	in	the	United	States	are	increasingly	adopting	or	revising
privacy,	information	security	40security	and	data	protection	laws,	including	with	respect	to	the	use	of	artificial	intelligence	by
financial	institutions	and	their	service	providers,	that	potentially	could	have	a	significant	impact	on	our	current	and	planned
privacy,	data	protection	and	information	security-	related	practices,	our	collection,	use,	sharing,	retention	and	safeguarding	of
consumer	or	employee	information	and	some	of	our	current	or	planned	business	activities.	This	could	also	increase	our	costs	of
compliance	and	business	operations	and	could	reduce	income	from	certain	business	initiatives.	This	includes	increased	privacy-
related	enforcement	activity	at	the	federal	level,	by	the	Federal	Trade	Commission	and	the	CFPB,	as	well	as	at	the	state	level,
such	as	with	regard	to	mobile	applications.	Compliance	with	current	or	future	privacy,	data	protection	and	information	security
laws	(including	those	regarding	security	breach	notification)	affecting	client	or	employee	data	to	which	we	are	subject	could
result	in	higher	compliance	and	technology	costs	and	could	restrict	our	ability	to	provide	certain	products	and	services,	which
could	have	a	material	adverse	effect	on	our	business,	financial	condition,	results	of	operations	and	growth	prospects.	Our	failure
to	comply	with	privacy,	data	protection	and	information	security	laws	could	result	in	potentially	significant	regulatory	or
governmental	investigations	or	actions,	litigation,	fines,	sanctions	and	damage	to	our	reputation,	which	could	have	a	material



adverse	effect	on	our	business,	financial	condition,	results	of	operations	and	growth	prospects.	The	Federal	Reserve	may	require
us	to	commit	capital	resources	to	support	the	Bank.	As	a	matter	of	policy,	the	Federal	Reserve	expects	a	bank	holding	company
to	act	as	a	source	of	financial	and	managerial	strength	to	a	subsidiary	bank	and	to	commit	resources	to	support	such	subsidiary
bank.	The	Dodd-	Frank	Act	codified	the	Federal	Reserve’	s	policy	on	serving	as	a	source	of	financial	strength.	Under	the	“
source	of	strength	”	doctrine,	the	Federal	Reserve	may	require	a	bank	holding	company	to	make	capital	injections	into	a
troubled	subsidiary	bank	and	may	charge	the	bank	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	be	required	to	borrow	the	funds	or	raise	capital.	Any	loans	by	a	holding	company
to	its	subsidiary	bank	are	subordinate	in	right	of	payment	to	deposits	and	to	certain	other	indebtedness	of	such	subsidiary	bank.
In	the	event	of	a	bank	holding	company’	s	bankruptcy,	the	bankruptcy	trustee	will	assume	any	39commitment	--	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
institution’	s	general	unsecured	creditors,	including	the	holders	of	its	note	obligations.	Thus,	any	borrowing	that	must	be	done
by	the	Company	to	make	a	required	capital	injection	becomes	more	difficult	and	expensive	and	could	have	a	material	adverse
effect	on	our	business,	financial	condition,	results	of	operations	and	growth	prospects.	The	financial	reporting	resources	we	have
put	in	place	may	not	be	sufficient	to	ensure	the	accuracy	of	the	additional	information	we	are	required	to	disclose	as	a	publicly
listed	company.	As	a	result	of	being	a	publicly	listed	company,	we	are	subject	to	the	heightened	financial	reporting	standards
under	GAAP	and	SEC	rules,	including	more	extensive	levels	of	disclosure.	Complying	with	these	standards	required
enhancements	to	the	design	and	operation	of	our	internal	control	over	financial	reporting	as	well	as	additional	financial	reporting
and	accounting	staff	with	appropriate	training	and	experience	in	GAAP	and	SEC	rules	and	regulations.	If	we	are	unable	to	meet
the	demands	that	are	placed	upon	us	as	a	public	company,	including	the	requirements	of	Sarbanes-	Oxley,	we	may	be	unable	to
report	our	financial	results	accurately,	or	report	them	within	the	timeframes	required	by	law	or	stock	exchange	regulations.
Failure	to	comply	with	Sarbanes-	Oxley,	when	and	as	applicable,	could	also	potentially	subject	us	to	sanctions	or	investigations
by	the	SEC	or	other	regulatory	authorities.	If	material	weaknesses	or	other	deficiencies	occur,	our	ability	to	report	our	financial
results	accurately	and	timely	could	be	impaired,	which	could	result	in	late	filings	of	our	annual	and	quarterly	reports	under	the
Exchange	Act,	restatements	of	our	consolidated	financial	statements,	a	decline	in	our	stock	price,	suspension	or	delisting	of	our
common	stock	from	the	Nasdaq	Stock	Market,	and	could	have	a	material	adverse	effect	on	our	business,	financial	condition,
results	of	operations	and	growth	prospects.	Even	if	we	are	able	to	report	our	financial	statements	accurately	and	in	a	timely
manner,	any	failure	in	our	efforts	to	implement	the	improvements	or	disclosure	of	material	weaknesses	in	our	future	filings	with
the	SEC	could	cause	our	reputation	to	be	harmed	and	our	stock	price	to	decline	significantly.	Certain	41Certain	banking	laws
and	certain	provisions	of	our	third	amended	and	restated	articles	of	incorporation	may	have	an	anti-	takeover	effect.	Provisions
of	federal	banking	laws,	including	regulatory	approval	requirements,	could	make	it	difficult	for	a	third	party	to	acquire	us,	even
if	doing	so	would	be	perceived	to	be	beneficial	to	our	shareholders.	Acquisition	of	10	%	or	more	of	any	class	of	voting	stock	of	a
bank	holding	company	or	depository	institution,	including	shares	of	our	common	stock,	generally	creates	a	rebuttable
presumption	that	the	acquirer	“	controls	”	the	bank	holding	company	or	depository	institution.	Also,	a	bank	holding	company
must	obtain	the	prior	approval	of	the	Federal	Reserve	before,	among	other	things,	acquiring	direct	or	indirect	ownership	or
control	of	more	than	5	%	of	the	voting	shares	of	any	bank,	including	the	Bank.	There	are	also	provisions	in	our	third	amended
and	restated	articles	of	incorporation	and	second	amended	and	restated	bylaws,	such	as	limitations	on	the	ability	to	call	a	special
meeting	of	our	shareholders,	that	may	be	used	to	delay	or	block	a	takeover	attempt.	In	addition,	our	board	of	directors	is
authorized	under	our	third	amended	and	restated	articles	of	incorporation	to	issue	shares	of	preferred	stock,	and	determine	the
rights,	terms	conditions	and	privileges	of	such	preferred	stock,	without	shareholder	approval.	These	provisions	may	effectively
inhibit	a	non-	negotiated	merger	or	other	business	combination,	which,	in	turn,	could	have	a	material	adverse	effect	on	the
market	price	of	our	common	stock.	Our	second	amended	and	restated	bylaws	have	an	exclusive	forum	provision,	which	could
limit	a	shareholder’	s	ability	to	obtain	a	favorable	judicial	forum	for	disputes	with	us	or	our	directors,	officers	or	other
employees.	Our	second	amended	and	restated	bylaws	have	an	exclusive	forum	provision	providing	that,	unless	we	consent	in
writing	to	an	alternative	forum,	the	state	or	federal	courts	in	Hennepin	County,	Minnesota	shall	be	the	sole	and	exclusive	forum
for	(i)	any	derivative	action	or	proceeding	brought	on	behalf	of	the	Company,	(ii)	any	action	asserting	a	claim	for	breach	of	a
fiduciary	duty	owed	by	any	director,	officer,	employee,	or	agent	of	the	Company	to	the	Company	or	the	Company’	s
shareholders,	(iii)	any	action	asserting	a	claim	arising	pursuant	to	any	provision	of	the	Minnesota	Business	Corporation	Act,	the
articles	or	the	bylaws	of	the	Company,	or	(iv)	any	action	asserting	a	claim	governed	by	40the	--	the	internal	affairs	doctrine,	in
each	case	subject	to	said	courts	having	personal	jurisdiction	over	the	indispensable	parties	named	as	defendants	therein.	Any
person	purchasing	or	otherwise	acquiring	any	interest	in	any	shares	of	our	capital	stock	shall	be	deemed	to	have	notice	of	and	to
have	consented	to	this	provision	of	our	bylaws.	The	exclusive	forum	provision	may	limit	a	shareholder’	s	ability	to	bring	a	claim
in	a	judicial	forum	that	it	finds	favorable	for	disputes	with	us	or	our	directors,	officers	or	other	employees,	which	may
discourage	such	lawsuits.	Alternatively,	if	a	court	were	to	find	the	exclusive	forum	provision	to	be	inapplicable	or	unenforceable
in	an	action,	we	may	incur	additional	costs	associated	with	resolving	such	action	in	other	jurisdictions,	which	could	have	a
material	adverse	effect	on	our	business,	financial	condition,	results	of	operations	and	growth	prospects.	Market	and	Interest	Rate
RisksOur	business	is	subject	to	interest	rate	risk,	and	fluctuations	in	interest	rates	may	adversely	affect	our	earnings.	Fluctuations
in	interest	rates	may	negatively	affect	our	business	and	may	weaken	demand	for	some	of	our	products.	Our	earnings	and	cash
flows	are	largely	dependent	on	our	net	interest	income,	which	is	the	difference	between	the	interest	income	that	we	earn	on
interest	earning	assets,	such	as	loans	and	investment	securities,	and	the	interest	expense	that	we	pay	on	interest	bearing
liabilities,	such	as	deposits	and	borrowings.	Additionally,	changes	in	interest	rates	also	affect	our	ability	to	fund	our	operations
with	client	deposits	and	the	fair	value	of	securities	in	our	investment	portfolio	and	derivatives	portfolio.	Therefore,	any	change	in



general	market	interest	rates,	including	changes	in	federal	fiscal	and	monetary	policies,	can	have	a	significant	effect	on	our	net
interest	income	and	results	of	operations.	Our	interest	earning	assets	and	interest	bearing	liabilities	may	react	in	different	degrees
to	changes	in	market	interest	rates.	Interest	rates	on	some	types	of	assets	and	liabilities	may	fluctuate	prior	to	changes	in	broader
market	interest	rates,	while	rates	on	other	types	of	assets	and	liabilities	may	lag	behind.	The	result	of	these	changes	to	rates	may
cause	differing	spreads	on	interest	earning	assets	and	interest	bearing	liabilities.	We	cannot	control	or	accurately	predict	changes
in	market	rates	of	interest.	It	42It	is	currently	expected	that	during	2024	2025	,	the	Federal	Open	Market	Committee	of	the
Federal	Reserve,	or	FOMC,	could	continue	to	maintain	relatively	elevated	levels	of	interest	rates	to	reduce	the	rate	of	inflation
to	towards	its	target	level	of	2	%	.	Since	Beginning	in	2022,	the	FOMC	increased	the	target	range	for	the	federal	funds	rate
from	0.	00	%	to	0.	25	%	to	a	range	of	5.	25	%	to	5.	50	%	through	August	2024	.	All	of	Since	August	2024,	and	through	these	-
-	the	end	of	2024	increases	were	expressly	made	in	response	to	inflationary	pressures	,	however	there	--	the	is	FOMC
decreased	the	federal	funds	target	rate	1.	00	%	to	a	possibility	range	of	4.	25	%	to	4.	50	%.	While	the	FOMC	has	signaled
that	due	to	moderating	further	rate	cuts	may	occur	in	2025,	levels	of	inflation	,	or	weakness	in	the	jobs	market	will
ultimately	impact	the	path	of	the	federal	funds	rate.	Although	the	FOMC	may	reduce	the	target	fed	funds	range	at	some
point	during	2024.	Although	the	FOMC	may	decide	to	further	decrease	the	targeted	federal	funds	rates,	overall	interest	rates
may	behave	differently,	which	may	impact	the	national	economy.	In	addition,	our	net	interest	income	could	be	affected	if	the
rates	we	pay	on	deposits	and	borrowings	remain	elevated.	Elevated	interest	rates	also	may	reduce	the	demand	for	loans	and	the
value	of	fixed-	rate	investment	securities.	These	effects	from	interest	rate	changes	or	from	other	sustained	economic	stress	or	a
recession,	among	other	matters,	could	have	a	material	adverse	effect	on	our	business,	financial	condition,	liquidity,	results	of
operations,	and	growth	prospects.	We	seek	to	mitigate	our	interest	rate	risk	by	entering	into	interest	rate	swaps	and	other	interest
rate	derivative	contracts	from	time	to	time	with	counterparties.	Our	hedging	strategies	rely	on	assumptions	and	projections
regarding	interest	rates,	asset	levels,	and	general	market	factors	and	subject	us	to	counterparty	risk.	There	is	no	assurance	that
our	interest	rate	mitigation	strategies	will	be	successful,	and	if	our	assumptions	and	projections	prove	to	be	incorrect	or	our
hedging	strategies	do	not	adequately	mitigate	the	impact	of	changes	in	interest	rates,	we	may	incur	losses	that	could	adversely
affect	our	earnings.	As	of	December	31,	2023	2024	,	we	had	$	757	800	.	0	8	million	of	noninterest	bearing	deposit	accounts	and
$	2	3	.	95	29	billion	of	interest	bearing	deposit	accounts.	We	do	not	know	what	future	market	rates	will	be,	and	based	on	recent
guidance	from	the	Federal	Reserve,	we	currently	expect	some	level	of	continued	moderation	or	perhaps	a	decrease	in	interest
the	federal	funds	rates	-	rate	in	2024	2025	.	If	In	2023,	we	substantially	increased	the	need	to	offer	higher	interest	rates	on
these	accounts	interest	bearing	products	to	maintain	current	and	clients	or	attract	new	clients	.	As	a	result	,	our	interest	expense
will	increased	and	may	increase	,	perhaps	materially	further	if	rates	stay	at	current	levels	or	increase	.	Furthermore,	if	we	fail	to
offer	interest	in	a	sufficient	amount	to	keep	these	demand	deposits,	our	core	deposits	may	be	reduced,	which	would	require	us	to
obtain	funding	in	other	ways	or	risk	slowing	our	future	asset	growth.	41We	We	could	recognize	losses	on	securities	held	in	our
securities	portfolio,	particularly	if	interest	rates	increase	or	economic	and	market	conditions	deteriorate.	As	of	December	31,
2023	2024	,	the	fair	value	of	our	securities	portfolio	was	approximately	$	604	768	.	1	2	million,	or	13	15	.	1	2	%	of	our	total
assets.	Factors	beyond	our	control	can	significantly	influence	the	fair	value	of	securities	in	our	portfolio	and	can	cause	potential
adverse	changes	to	the	fair	value	of	these	securities.	For	example,	fixed-	rate	securities	acquired	by	us	are	generally	subject	to
decreases	in	market	value	when	interest	rates	rise.	Additional	factors	include,	but	are	not	limited	to,	the	intent	to	sell	the	security,
rating	agency	downgrades	of	the	securities	or	our	own	analysis	of	the	value	of	the	a	security,	defaults	by	the	issuer	or	individual
mortgagors	with	respect	to	the	underlying	securities	and	instability	in	the	credit	markets.	Any	of	the	foregoing	factors	could
cause	impairment	in	future	periods	and	result	in	realized	losses.	Because	of	changing	economic	and	market	conditions	affecting
interest	rates,	the	financial	condition	of	issuers	of	the	securities	and	the	performance	of	the	underlying	collateral,	we	may
recognize	realized	or	unrealized	losses	in	future	periods,	which	could	have	a	material	adverse	effect	on	our	business,	financial
condition,	results	of	operations	and	growth	prospects.	A	large	percentage	of	our	investment	securities	classified	as	available-	for-
sale	have	fixed	interest	rates.	As	is	the	case	with	many	financial	institutions,	our	emphasis	on	increasing	the	development	of
core	non-	maturity	deposits	has	resulted	in	our	interest-	bearing	liabilities	having	a	shorter	duration	than	our	interest-	earning
assets.	This	imbalance	can	create	significant	earnings	volatility	because	interest	rates	change	over	time.	As	interest	rates	have
increased	in	recent	years	,	our	cost	of	funds	has	increased	more	rapidly	than	the	yields	on	a	substantial	portion	of	our	interest-
earning	assets.	In	addition,	the	market	value	of	our	fixed-	rate	assets,	for	example,	our	investment	securities,	has	declined	in
since	2022	when	the	FOMC	began	increasing	interest	rates,	which	effects	have	not	been	fully	mitigated	by	recent	periods
FOMC	rate	cuts	.	In	line	with	the	foregoing,	we	have	experienced	and	may	continue	to	experience	an	increase	in	elevated	level
of	the	cost	of	interest-	bearing	liabilities	,	primarily	due	to	higher	raising	the	rates	we	pay	on	some	of	our	deposit	products	to
stay	competitive	within	our	market	and	higher	an	increase	in	borrowing	costs	from	increases	in	the	elevated	level	of	the	federal
funds	rate.	At	43At	December	31,	2023	2024	,	we	had	$	31	27	.	7	million	of	unrealized	losses,	net	of	tax,	in	our	securities
portfolio.	If	we	are	forced	to	liquidate	any	of	those	investments	prior	to	maturity,	including	because	of	a	lack	of	liquidity,	we
would	recognize	as	a	charge	to	earnings	the	losses	attributable	to	those	securities.	Monetary	policies	of	the	Federal	Reserve
could	adversely	affect	our	financial	condition	and	results	of	operations.	In	the	current	environment,	economic	and	business
conditions	are	significantly	affected	by	U.	S.	monetary	policy,	particularly	the	actions	of	the	Federal	Reserve	in	its	effort	to	fight
elevated	levels	of	inflation.	The	Federal	Reserve	is	mandated	to	pursue	the	goals	of	maximum	employment	and	price	stability,
and	throughout	2022	and	2023	made	a	series	of	significant	increases	to	the	target	Federal	Funds	rate	as	part	of	an	effort	to
combat	elevated	levels	of	inflation	affecting	the	U.	S.	economy	.	Following	a	period	of	no	action	on	interest	rates	,	which
may	continue	the	FOMC	began	easing	monetary	policy	by	cutting	the	federal	funds	rate	in	September	of	2024.	This
Monetary	policy	in	recent	years	has	resulted	in	a	significant	increase	and	structure	structural	change	in	prevailing	interest
rates	and,	while	this	has	had	a	negative	effect	on	our	net	interest	income,	it	also	harmed	the	value	of	our	securities	portfolio,
which	had	$	31	27	.	7	million	in	unrealized	losses,	net	of	tax,	in	our	available	for	sale	investment	securities	portfolio	at	as	of



December	31,	2023	2024	.	This	decline	in	value	has	negatively	affected	our	tangible	book	value.	Higher	interest	rates	can	also
negatively	affect	our	clients’	businesses	and	financial	condition,	and	the	value	of	collateral	securing	loans	in	our	portfolio.	Given
the	complex	factors	affecting	the	strength	of	the	U.	S.	economy,	including	uncertainties	regarding	the	persistence	of	inflation,
geopolitical	developments	such	as	current	ongoing	conflicts	between	Israel	and	Palestine	in	the	Middle	East	and	between
Russia	and	Ukraine	and	tight	,	changing	labor	market	conditions	as	well	as	fiscal	policy	and	supply	chain	issues	new
presidential	administration	priorities	,	there	is	a	meaningful	risk	that	the	Federal	Reserve	and	other	central	banks	may	keep
interest	rates	at	or	near	their	current	elevated	levels	,	thereby	limiting	economic	growth	and	potentially	causing	an	economic
recession	or	other	political	instability.	As	noted	above,	this	could	decrease	loan	demand,	harm	the	credit	characteristics	of	our
existing	loan	portfolio	and	decrease	the	value	of	collateral	securing	loans	in	the	portfolio.	Our	stock	is	relatively	thinly	traded.
Although	our	common	stock	is	traded	on	the	Nasdaq	Stock	Market,	the	average	daily	trading	volume	of	our	common	stock	is
relatively	low	compared	to	many	public	companies.	The	desired	market	characteristics	of	depth,	liquidity,	and	orderliness
require	the	substantial	presence	of	willing	buyers	and	sellers	in	the	marketplace	at	any	given	42time	--	time	.	In	our	case,	this
presence	depends	on	the	individual	decisions	of	a	relatively	small	number	of	investors	and	general	economic	and	market
conditions	over	which	we	have	no	control.	Due	to	the	relatively	low	trading	volume	of	our	common	stock,	significant	sales	of
our	common	stock,	or	the	expectation	of	these	sales,	could	cause	the	stock	price	to	fall	more	than	would	be	justified	by	the
inherent	worth	of	the	Company.	Conversely,	attempts	to	purchase	a	significant	amount	of	our	stock	could	cause	the	market	price
to	rise	above	the	reasonable	inherent	worth	of	the	Company.	The	price	of	our	common	stock	could	be	volatile	and	other	factors
could	cause	our	stock	price	to	decline.	Stock	price	volatility	may	make	it	more	difficult	for	you	to	resell	your	common	stock
when	you	want	and	at	prices	you	find	attractive.	The	market	price	of	our	common	stock	may	be	volatile	and	could	be	subject	to
wide	fluctuations	in	price	in	response	to	various	factors,	some	of	which	are	beyond	our	control.	These	factors	include,	among
other	things:	●	Actual	actual	or	anticipated	variations	in	our	quarterly	results	of	operations;	●	recommendations	or	research
reports	about	us	or	the	financial	services	industry	in	general	published	by	securities	analysts;	●	the	failure	of	securities	analysts
to	cover,	or	continue	to	cover	us;	●	operating	and	stock	price	performance	of	other	companies	in	the	industry	or	that	investors	or
analysts	deem	comparable	to	us;	●	news	reports	relating	to	trends,	concerns	and	other	issues	in	the	financial	services	industry;	●
perceptions	in	the	marketplace	regarding	us,	our	competitors	or	other	financial	institutions;	44	●	future	sales	of	our	common
stock;	●	departure	of	members	of	our	strategic	leadership	team	or	other	key	personnel;	●	new	technology	used,	or	services
offered,	by	competitors;	●	significant	acquisitions	or	business	combinations,	strategic	partnerships,	joint	ventures	or	capital
commitments	by	or	involving	us	or	our	competitors;	●	changes	or	proposed	changes	in	laws	or	regulations,	or	differing
interpretations	of	existing	laws	and	regulations,	affecting	our	business,	or	enforcement	of	these	laws	and	regulations;	●	litigation
and	governmental	investigations;	and	●	geopolitical	conditions	such	as	acts	or	threats	of	terrorism	or	military	conflicts.	In
addition,	if	the	market	for	stocks	in	our	industry,	or	the	stock	market	in	general,	experiences	a	loss	of	investor	confidence,	the
trading	price	of	our	common	stock	could	decline	for	reasons	unrelated	to	our	business,	financial	condition,	results	of	operations
or	growth	prospects.	If	any	of	the	foregoing	occurs,	it	could	cause	our	stock	price	to	fall	and	may	expose	us	to	lawsuits	that,
even	if	unsuccessful,	could	be	costly	to	defend	and	a	distraction	to	management.	An	investment	in	our	common	stock	is	not	an
insured	deposit.	An	investment	in	our	common	stock	is	not	a	bank	deposit	and,	therefore,	is	not	insured	against	loss	by	the
FDIC,	any	other	deposit	insurance	fund	or	by	any	other	public	or	private	entity.	Investment	in	our	common	stock	is	inherently
risky	for	the	reasons	described	in	this	report,	and	is	subject	to	the	same	market	forces	that	affect	the	price	of	common	stock	in
any	company.	As	a	result,	if	you	acquire	our	common	stock,	you	could	lose	some	or	all	of	your	investment.	We	do	not	intend	to
pay	cash	dividends	on	our	common	stock	in	the	foreseeable	future.	Consequently,	your	ability	to	achieve	a	return	on	your
investment	will	depend	on	appreciation	in	the	price	of	our	common	stock.	Holders	of	our	common	stock	are	entitled	to	receive
only	such	dividends	as	our	board	of	directors	may	declare	out	of	funds	legally	available	for	such	payments.	We	expect	that	we
will	retain	all	earnings,	if	any,	for	operating	capital,	and	we	do	not	expect	our	board	of	directors	to	declare	any	dividends	on	our
common	stock	in	the	foreseeable	future.	43Even	--	Even	if	we	have	earnings	in	an	amount	sufficient	to	pay	cash	dividends,	our
board	of	directors	may	decide	to	retain	earnings	for	the	purpose	of	funding	growth.	We	cannot	assure	you	that	cash	dividends	on
our	common	stock	will	ever	be	paid.	You	should	not	purchase	shares	of	common	stock	offered	hereby	if	you	need	or	desire
dividend	income	from	this	investment.	In	addition,	we	are	a	financial	holding	company,	and	our	ability	to	declare	and	pay
dividends	is	dependent	on	certain	federal	regulatory	considerations,	including	the	guidelines	of	the	Federal	Reserve	regarding
capital	adequacy	and	dividends.	It	is	the	policy	of	the	Federal	Reserve	that	bank	and	financial	holding	companies	should
generally	pay	dividends	on	capital	stock	only	out	of	earnings,	and	only	if	prospective	earnings	retention	is	consistent	with	the
organization’	s	expected	future	needs,	asset	quality	and	financial	condition.	Further,	if	we	are	unable	to	satisfy	the	capital
requirements	applicable	to	us	for	any	reason,	we	may	not	be	able	to	make,	or	may	have	to	reduce	or	eliminate,	the	payment	of
dividends	on	our	common	stock	in	the	event	we	decide	to	declare	dividends.	Any	change	in	the	level	of	our	dividends	or	the
suspension	of	the	payment	thereof	could	have	a	material	adverse	effect	on	the	market	price	of	our	common	stock.	Future
issuances	of	common	stock	could	result	in	dilution,	which	could	cause	our	common	stock	price	to	decline.	We	are	generally	not
restricted	from	issuing	additional	shares	of	our	common	stock,	up	to	the	75,	000,	000	shares	of	common	stock	authorized	in	our
second	amended	and	restated	articles	of	incorporation,	which	could	be	increased	by	a	vote	of	the	holders	of	a	majority	of	our
shares	of	common	stock.	We	may	issue	additional	shares	of	our	common	stock	in	the	future	pursuant	to	current	or	future	equity
compensation	plans,	upon	conversions	of	preferred	stock	or	debt,	or	in	connection	with	future	acquisitions	or	financings.	If	we
choose	to	raise	capital	by	issuing	and	selling	shares	of	our	45	common	stock	for	any	reason,	the	issuance	would	have	a	dilutive
effect	on	the	holders	of	our	common	stock	and	could	have	a	material	negative	effect	on	the	market	price	of	our	common	stock.
The	holders	of	our	debt	obligations	and	preferred	stock	will	have	priority	over	our	common	stock	with	respect	to	payment	in	the
event	of	liquidation,	dissolution	or	winding	up	and	with	respect	to	the	payment	of	interest	and	dividends.	In	any	liquidation,
dissolution	or	winding	up	of	the	Company,	our	common	stock	would	rank	below	all	claims	of	debt	holders	against	us	and	claims



of	all	of	our	outstanding	shares	of	preferred	stock.	As	of	December	31,	2023,	we	had	$	80.	0	million	of	subordinated	debentures
outstanding	and	$	69.	0	million	of	preferred	stock	outstanding.	As	a	result,	holders	of	our	common	stock	will	not	be	entitled	to
receive	any	payment	or	other	distribution	of	assets	upon	the	liquidation,	dissolution	or	winding	up	of	the	Company	until	after	all
of	our	obligations	to	our	debt	holders	have	been	satisfied	and	holders	of	senior	equity	securities,	including	the	preferred	shares,
have	received	any	payment	or	distribution	due	to	them.	We	cannot	guarantee	that	our	stock	repurchase	program	will	be	fully
implemented	or	that	it	will	enhance	long-	term	shareholder	value.	On	August	17,	2022,	the	Company’	s	board	of	directors
approved	a	new	stock	repurchase	program	which	authorizes	the	Company	to	repurchase	up	to	$	25.	0	million	of	its	common
stock,	subject	to	certain	limitations	and	conditions.	The	new	stock	repurchase	program	will	expire	on	August	16,	2024.	The
repurchase	program	does	not	obligate	the	Company	to	repurchase	any	shares	of	its	common	stock,	and	other	than	repurchases
that	have	been	completed	to	date,	there	is	no	assurance	that	the	Company	will	do	so	or	that	the	Company	will	repurchase	shares
at	favorable	prices.	The	repurchase	program	may	be	suspended	or	terminated	at	any	time	and,	even	if	fully	implemented,	the
repurchase	program	may	not	enhance	long-	term	shareholder	value.	44


