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Risks Relating to Our Business As a business operating in the financial services industry, our business and operations may be
adversely affected in numerous and complex ways by weak economic conditions. Our businesses and operations, which
primarily consist of lending money to clients in the form of loans, borrowing money from clients in the form of deposits and
investing in securities, are sensitive to general business and economic conditions in the United States and to a lesser degree
secondary effects of global geopolitical events. If the U. S. economy weakens, our growth and profitability from our lending,
deposit and investment operations could be constrained. Uncertainty about the federal fiscal policymaking process, the medium-
term and long- term fiscal outlook of the federal government, and future tax rates is a concern for businesses, consumers and
investors in the United States. In addition, economic conditions in foreign countries could affect the stability of global financial
markets, which could hinder U. S. economic growth. Weak economic conditions are characterized by deflation, fluctuations in
debt and equity capital markets, a lack of liquidity and / or depressed prices in the secondary market for mortgage loans,
increased delinquencies on mortgage, consumer and commercial loans, residential and commercial real estate price declines and
lower home sales and commercial activity. All of these factors are detrimental to our business, and the interplay between these
factors can be complex and unpredictable. Our business is also significantly affected by monetary and related policies of the U.
S. federal government and its agencies. Changes in any of these policies are influenced by macroeconomic conditions and other
factors that are beyond our control. Adverse economic conditions and government policy responses to such conditions could
have a material adverse effect on our business, financial condition, results of operations and prospects. We may not be able to
adequately measure and limit our credit risk, which could lead to unexpected losses. The business of lending is inherently risky,
including risks that the principal of or interest on any loan will not be repaid timely or at all or that the value of any collateral
supporting the loan will be insufficient to cover our outstanding exposure. These risks may be affected by the strength of the
borrower’ s business sector and local, regional and national market and economic conditions. Our risk management practices,
such as monitoring the concentration of our loans within specific industries and our credit approval practices, may not
adequately reduce credit risk, and our credit administrators, policies and procedures may not adequately adapt to changes in
economic or any other conditions affecting clients and the quality of the loan portfolio. Finally, many of our loans are made to
middle- market businesses that may be less able to withstand competitive, economic and financial pressures than larger
borrowers. A failure to effectively measure and limit the credit risk associated with our loan portfolio could have a material
adverse effect on our business, financial condition, results of operations and future prospects. Our ACL- Loans may not be
adequate to absorb losses inherent in our loan portfolio, which could have a material adverse effect on our financial condition
and results of operations. We maintain an Allowance for Credit Losses for Loans (" ACL- Loans") to provide for losses inherent
in our loan portfolio. Maintaining an adequate ACL- Loans is critical to our financial results and condition. The level of our
ACL- Loans reflects management’ s continuing evaluation of general economic conditions, diversification and seasoning of the
loan portfolio, historic loss experience, identified credit problems, delinquency levels and adequacy of collateral. The
determination of the appropriate level of the ACL- Loans is inherently highly subjective and requires us to make significant
estimates of and assumptions regarding current credit risks and future trends, all of which may undergo material changes.
Inaccurate management assumptions, continuing deterioration of economic conditions affecting borrowers, new information
regarding existing loans, identification of additional problem loans and other factors, both within and outside of our control, may
require us to increase our ACL- Loans. In addition, our regulators, as an integral part of their examination process, review our
loans and the adequacy of our ACL- Loans and may direct us to make additions to our ACL- Loans based on their judgments
about information available to them at the time of their examination. If actual charge- offs in future periods exceed the amounts
allocated to our ACL- Loans, we may need additional provision for {ean-credit losses to restore the adequacy of our ACL-
Loans. If we are required to materially increase our level of ACL- Loans for any reason, such increase could have a material
adverse effect on our business, financial condition, results of operations and future prospects. Our concentration of large loans to
certain borrowers may increase our credit risk. As of December 31, 2823-2024 , our five largest relationships ranged in exposure
from approximately $ 85-80 . 0 million to $ 92-94 . 0 million. In addition to other typical risks related to any loan, such as
deterioration of the collateral securing the loans, this high concentration of borrowers presents a risk to our lending operations. If
any one of these borrowers becomes unable to repay a loan obligation (s) for any reason, our nonperforming loans and our
ACL- Loans could increase significantly, which could adversely and materially affect our business, financial condition and
results of operations. Our commercial real estate loan, commercial loan and construction loan portfolios expose us to potentially
elevated risks. Our loan portfolio includes non- owner- occupied commercial real estate loans for individuals and businesses for
various purposes, which are secured by commercial properties. These loans typically involve repayment dependent upon income
generated, or expected to be generated, by the property securing the loan in amounts sufficient to cover operating expenses and
debt service. Commercial real estate loans may be affected to a greater extent than residential loans by adverse conditions in real
estate markets or the economy because commercial real estate borrowers’ ability to repay their loans depends on successful
leasing of their properties, in addition to the factors affecting residential real estate borrowers. These loans also involve greater
risk because they generally are not fully amortizing over the loan period, but have a balloon payment due at maturity. A
borrower’ s ability to make a balloon payment typically will depend on being able to either refinance the loan or sell the
underlying property in a timely manner. These loans expose a lender to greater credit risk than loans secured by residential real
estate because the collateral securing these loans typically cannot be liquidated as easily as residential real estate. Non- owner-



occupied commercial real estate loans generally involve relatively large balances to single borrowers or related groups of
borrowers. Accordingly, charge- offs on non- owner occupied commercial real estate loans may be larger on a per loan basis
than those incurred with our residential or consumer loan portfolios. Commercial loans are typically based on the borrowers’
ability to repay the loans from the cash flow of their businesses. These loans may involve greater risk because the availability of
funds to repay each loan depends substantially on the success of the business itself. In addition, the assets securing the loans
have the following characteristics: (a) they depreciate over time, (b) they are difficult to appraise and liquidate, and (c) they
fluctuate in value based on the success of the business. Risk of loss on a construction loan depends largely upon whether our
initial estimate of the property’ s value at completion of construction equals or exceeds the cost of the property construction
(including interest), the availability of permanent takeout financing, the completion of the project and / or the builder’ s ability to
ultimately lease or sell the property. During the construction phase, a number of factors can result in delays and cost overruns. If
estimates of value are inaccurate or if actual construction costs exceed estimates, the value of the property securing the loan may
be insufficient to ensure full repayment when completed through a permanent loan or by sale of collateral. Our underwriting,
review and monitoring cannot eliminate all of the risks related to these loans. Unexpected deterioration in the credit quality of
our commercial real estate loan, commercial loan or construction loan portfolios would require us to increase our provision for
fean-credit losses, which would reduce our profitability and could have a material adverse effect on our business, financial
condition, results of operations and future prospects. Lack of seasoning of our loan portfolio could increase risk of credit
defaults in the future. As a result of our growth in recent years, a large portion of loans in our loan portfolio and of our lending
relationships are of relatively recent origin. In general, loans do not begin to show signs of credit deterioration or default until
they have been outstanding for some period of time, a process referred to as ““ seasoning. ”” As a result, a portfolio of older loans
will usually behave more predictably than a newer portfolio. Because a large portion of our portfolio is relatively new, the
current level of delinquencies and defaults may not represent the level that may prevail as the portfolio becomes more seasoned
and may not serve as a reliable basis for predicting the health and nature of our loan portfolio, including net charge- offs and the
ratio of nonperforming assets in the future. Our limited experience with these loans does not provide us with a significant
payment history pattern with which to judge future collectability. As a result, it may be difficult to predict the future
performance of our loan portfolio. If defaults increase, we could experience an increase in delinquencies and charge- offs and
we may be required to increase our ACL- Loans, which could have a material adverse effect on our business, financial condition,
results of operations and prospects. Our lending limit may restrict our growth and prevent us from effectively implementing our
business strategy. We are limited in the amount we can loan to a single borrower by the amount of our capital. Based upon our
current capital levels and our internal limit on loans, the amount we may lend both in the aggregate and to any one borrower is
significantly less than that of many of our competitors and may discourage potential borrowers who have credit needs in excess
of our lending limit from doing business with us. We accommodate larger loans by selling participations in those loans to other
financial institutions, but this strategy may not always be available. If we are unable to compete effectively for loans from our
target clients, we may not be able to effectively implement our business strategy, which could have a material adverse effect on
our business, financial condition, results of operations and future prospects. A prolonged downturn in the real estate market
could result in losses and adversely affect our profitability. A high percentage our loan portfolio is comprised of commercial real
estate loans. The sale of real estate collateral in each case provides an alternate source of repayment in the event of default by the
borrower and may deteriorate in value during the time the credit is extended. A decline in real estate values could impair the
value of our collateral and our ability to sell the collateral upon any foreclosure, which would likely require us to increase our
ACL- Loans. In the event of a default with respect to any of these loans, the amounts we receive upon sale of the collateral may
be insufficient to recover the outstanding principal and interest on the loan. If we are required to re- value the collateral securing
a loan to satisfy the debt during a period of reduced real estate values or to increase our ACL- Loans, our profitability could be
adversely affected, which could have a material adverse effect on our business, financial condition, results of operations and
prospects. We are subject to interest rate risk that could negatively impact our profitability. Our profitability, like that of most
financial institutions, depends to a large extent on our net interest income, which is the difference between our interest income
on interest- earning assets, such as loans and investment securities, and our interest expense on interest bearing liabilities, such
as deposits and borrowings. Interest rates are highly sensitive to many-numerous factors that are beyond our control, including
general economic conditions and policies of various governmental and regulatory agencies asd-, most notably in-partientar-the
FRB through —Buring-the Federal Open Market Committee. Beginning in 2022 —2623-, the FRB initiated an aggressive
monetary tightening cycle to combat rising inflation . the FRB-resulting in a significant and rapid iereased-- increase in
the-targetrangefor-the federal funds rate H-times-te-stow-inflattonr-buthasheld-sueh-. This tightening cycle culminated in the
target federal funds rates— rate steady-atrange reaching a high of 5. 25 %- 5. 50 % sineeJuly-. While the FRB
subsequently decreased the target range by 100 basis points in 2023-2024 , citing severat-factors sineludingredueed-such as
moderating inflationary pressare-pressures and steady-continued job and wage growth , the cumulative effect of the prior
increases continued to shape the interest rate environment . Changes in monetary policy, inelading-particularly changes in
interest rates, influenees— influence notenly-the interest we reeetve-earn on loans and securities and-, the interest we pay on
deposits and borrowmgs but—and our ablllty to orlglnate loans and attract deposits. Furthermore, such changes eeuld-alse
affect eour-ability § sits;-the fair value of our financial assets and liabilities, and-as well as the
average duration of our r assets. If the-interest rates paid on deposits and other borrowmgs increase ata-faster rate-than the
interest rates we reeetved— receive on loans and other investments, our net interest income, and therefere-consequently our net
income, could be adversely affected. A-protonged-period-Periods of extremely-volatie-and-unstable-market eonditions-volatility
and instability may increase our funding costs and negatively affect our market risk mitigation strategies. Any Fartherany
substantial, unexpected, or prolonged change in market interest rates could have a material adverse effect on our business,
financial condition, results of operations , and future prospects. In addition, increased interest rates could also have a negative




impact on our results of operations by reducing the ability of borrowers to repay their current loan obligations. These
circumstances could not only result in increased loan defaults, foreclosures and charge- offs, but also necessitate further
increases to our ACL- Loans, each of which could have a material adverse effect on our business, results of operations, financial
condition and future prospects. Strong competition could reduce our profits and slow growth. Competition in the financial
services industry is strong. Numerous commercial banks, savings banks and savings associations maintain offices or are
headquartered in or near our market area. Commercial banks, savings banks, savings associations, money market funds,
mortgage brokers, finance companies, credit unions, insurance companies, investment firms and private lenders compete with us
for various segments-components of our business. These competitors often have far greater resources than we do and are able to
conduct more intensive and broader based promotional efforts to reach both commercial and individual clients. Our ability to
compete successfully will depend on a number of factors, including, among other things: * Our ability to build and maintain
long- term client relationships while ensuring high ethical standards and safe and sound banking practices; * The scope,
relevance, and pricing of products and services that we offer;  Client satisfaction with our products and personalized services;
Industry and general economic trends; and ¢ Our ability to keep pace with technological advances and to invest in new
technology. Increased competition could require us to increase the rates we pay on deposits or lower the rates we offer on loans,
which could reduce our profitability. Our failure to compete effectively could cause us to lose market share and could have a
material adverse effect on our business, financial condition, results of operations and future prospects. Our ability to maintain
our reputation is critical to the success of our business. Our reputation is one of the most valuable components of our business.
We strive to conduct our business in a manner that enhances our reputation. This is done, in part, by recruiting, hiring and
retaining employees who share our core values of delivering superior service to our clients, caring about our clients and
associates, and being an integral part of the communities we serve. If our reputation is negatively affected by the actions of our
employees, or otherwise, our business and, therefore, our operating results may be materially adversely affected. We are
dependent on our executive management team and other key employees, and we could be adversely affected by the unexpected
loss of their services. We are led by an experienced executive management team and our operating strategy focuses on providing
products and services through long- term relationship managers. Accordingly, our success depends in large part on the
performance of our key employees, as well as on our ability to attract, motivate and retain highly qualified senior and middle
management. Competition for employees is intense, and the process of identifying qualified candidates with the combination of
skills and attributes required to execute our business plan may be lengthy. The general economic conditions plus other factors
have made it more difficult to retain employees and to attract new employees. We believe that retaining the services and skills of
our executive management team is important to our success. The unexpected loss of services of any of our key employees could
have an adverse impact on us because of their skills, knowledge of our market, years of industry experience and the difficulty of
promptly finding qualified replacement employees. If any of our key employees should become unavailable for any reason, we
may be unable to identify and hire qualified candidates on acceptable terms, which could cause a material adverse effect on our
business, financial condition, results of operations and future prospects. We may not be able to execute our strategic plan. As
part of our strategic plan, we pursue initiatives focused on the organic development and growth of our franchise. Our initiatives
focus on delivering superior service to our clients, coupling technology with our deep client relationships. Our ability to execute
these initiatives requires investment in resources as well as hiring and retaining skilled employees. Our success will depend on
the ability of our management team to manage multiple, concurrent initiatives designed to improve our operational systems and
expand our product offerings. Our inability to execute on these initiatives may negatively impact our ability to attract new client
relationships, maintain existing client relationships and may adversely impact our operating results. Failure or disruption of the
operating systems and technologies we use, including those of third parties, could adversely affect our business. We rely on
communication and information systems to conduct business, many of which are provided by third- party providers. Potential
failures, interruptions or breaches in system security could result in disruptions or failures in our key systems, such as general
ledger, deposit or loan systems as well as online banking , including our online account opening channel, Bankwell Direct .
The risk of electronic fraudulent activity within the financial services industry, especially in the commercial banking sector due
to cyber criminals targeting bank accounts and other client information is on the rise. We have developed policies and
procedures aimed at preventing and limiting the effect of failure, interruption or security breaches, including cyber- attacks of
information systems; however, there can be no assurance that these incidences will not occur, or if they do occur, that they will
be appropriately addressed. Furthermore, we may not be able to ensure all our third- party providers have appropriate controls in
place to protect themselves and our information in the event of a cyber- attack. The occurrence of any failures, interruptions, or
security breaches, including cyber- attacks of our information systems and those of our third- party providers could damage our
reputation, result in the loss of business, subject us to increased regulatory scrutiny or to civil litigation and possible financial
liability, any of which could have an adverse effect on our results of operation and financial condition. Unauthorized access,
cyber- crime, and other threats to data security, including those posed by artificial intelligence, and-other-threats-to-data
seewrity-may require significant resources, harm our reputation, and adversely affect our business. We necessarily collect, use
and hold personal and financial information concerning individuals and businesses with which we have a banking relationship.
Threats to data security, including unauthorized access and cyber- attacks, rapidly emerge and change, exposing us to additional
costs for protection or remediation and competing time constraints to secure our data in accordance with client expectations and
statutory and regulatory privacy and other requirements. It is difficult or impossible to defend against every risk being posed by
changing technologies, including the deployment of artificial intelligence (" AI") as well as criminals intent on committing
cyber- crime. The increasing sophistication of cyber- criminals and terrorists make keeping pace with new threats difficult and
could result in a breach. Controls employed by our information technology department and our other employees and third- party
providers could prove inadequate. We could also experience a breach due to intentional or negligent conduct on the part of
employees or other internal sources, software bugs or other technical malfunctions, or other causes. As a result of any of these



threats, our client accounts may become vulnerable to account takeover schemes or cyber- fraud. Our systems and those of our
third- party providers may also become vulnerable to damage or disruption due to circumstances beyond our or their control,
such as from catastrophic events, power anomalies or outages, natural disasters, network failures, and viruses and malware. A
breach of our security, or that of any of our third- party providers, which results in unauthorized access to our data could expose
us to a disruption or challenges relating to our daily operations as well as to data loss, litigation, damages, fines and penalties,
significant increases in compliance costs, and reputational damage, any of which could have a material adverse effect on our
business, results of operations, financial condition and future prospects. We are subject to losses due to fraudulent and negligent
acts on the part of loan applicants, our clients, vendors, bad actors, and / or our employees. When we originate loans, we rely
heavily upon information supplied by third parties, including the information contained in the loan application, property
appraisal, title information and employment and income documentation. Additionally, the current and potential future utilization
of Al by the Company in support of loan origination could create additional risk for misrepresented information. If any of this
information is intentionally or negligently misrepresented and such misrepresentation is not detected prior to loan funding, the
value of the loan may be significantly lower than expected. Whether a misrepresentation is made by the loan applicant, our
clients, vendors, bad actors, and / or one of our employees, we generally bear the risk of loss associated with the
misrepresentation. A loan subject to a material misrepresentation is typically unsaleable or subject to repurchase if it is sold
prior to detection of the misrepresentation, and the persons and entities involved are often difficult to locate and it is often
difficult to collect any monetary losses that we have suffered from them. We cannot provide assurance that we have detected or
will detect all misrepresented information in our loan originations, however, we have controls and processes designed to help us
identify misrepresented information in our loan origination operations, including human oversight of Al activity. As a financial
institution, we are inherently exposed to risk in the form of theft and other fraudulent activities by clients, vendors, bad actors,
and / or employees targeting the Bank or our clients. Sael-These aetivity-activities may-take-can manifest in many forms,
including check fraud, electronic fraud, wire fraud, phishing, social engineering, and other dishonest acts. The increasing
sophistication of fraudulent activity fremrpessible-perpetrators-could damage our reputation, result in the loss of business,
subject us to increased regulatory scrutiny or to civil litigation and possible financial liability ;-any-. Any of whieh-these
outcomes could have an adverse effect on our results of operation and financial condition. To mitigate this-these riskrisks , we
maintain effective policies and internal controls aleng-with, leverage technology, and provide ongoing employee training te
focused on identify-identifying and prevent-preventing such incidents. We may be unsuccessful in identifying and completing
the acquisition of whole financial institutions or related lines of business. In addition to pursuing organic growth, we may
consider the acquisition of whole financial institutions or related lines of business to achieve desired growth. There are numerous
execution risks with acquisitions, and we cannot assure you that we will be successful in such pursuits. We may consider
acquisition opportunities that we believe complement our activities and can enhance our profitability. Acquisition activities
could be material to our business and involve a number of risks and challenges, including but not limited to: * Incurring time and
expense associated with identifying and evaluating potential acquisitions and negotiating potential transactions, resulting in our
attention being diverted from the operation of our existing business; « Encountering competition for acquisitions from financial
institutions and other entities with similar business strategies that have greater financial resources, relevant experience and more
employees; ¢ Obtaining regulatory approvals with respect to acquisitions, and ensuring that we will not become subject to
regulatory actions in the future that could restrict our growth; « Using inaccurate estimates and judgments to evaluate credit,
operations, management and market risks with respect to the target institution or assets; ¢ Potential exposure to unknown or
contingent liabilities of banks and businesses we acquire; * The time and expense required to integrate the operations and
employees of the combined businesses;  Inconsistencies in standards, controls, procedures and policies that adversely affect our
ability to maintain relationships with clients, depositors and employees or to achieve the anticipated benefits of the acquisition;
or  Risks of impairment to goodwill or other than temporary impairment. Depending on the condition of any institution or
assets or liabilities that we may acquire, that acquisition may, at least in the near term, adversely affect our capital and earnings
and, if not successfully integrated with our organization, may continue to have such effects over a longer period. We may not be
successful in overcoming these risks or any other problems encountered in connection with pending or potential acquisitions,
and any acquisition we may consider will be subject to prior regulatory approval. Our inability to overcome these risks could
have an adverse effect on our profitability, return on equity and return on assets, our ability to grow and enhance shareholder
value, which, in turn, could have a material adverse effect on our business, financial condition, results of operations and
prospects. Further, if we experience difficulties with the integration process, the anticipated benefits of the investment or
acquisition transaction may not be realized fully or at all or may take longer to realize than expected. Some institutions we may
acquire may have distressed assets and there can be no assurance that we would be able to realize the value we predict from
these assets or that we would make sufficient provision for future losses in the value of, or accurately estimate the future write
downs taken in respect of, these assets. Declines in real estate prices and / or weak general economic conditions may result in
increases in delinquencies and losses in the loan portfolios and other assets of financial institutions that we may acquire in
amounts that exceed our initial forecasts developed during the due diligence investigation prior to acquiring those institutions. In
addition, asset values may be impaired in the future due to factors we cannot predict, including significant deterioration in
economic conditions and further declines in collateral values and credit quality indicators. Any of these events could adversely
affect the financial condition, liquidity, capital position and value of any institutions that we acquire and of the Company as a
whole. As a result of an investment or acquisition transaction, we may be required to take write- downs or write- offs,
restructuring and impairment or other charges that could have a significant negative effect on our financial condition and results
of operations, which could cause you to lose some or all of your investment. We must conduct due diligence investigations of
target institutions we intend to acquire. Intensive due diligence is time consuming and expensive due to the operations,
accounting, finance and legal professionals who must be involved. Even if we conduct extensive due diligence on a target



institution, this diligence may not reveal all material issues that may affect a particular target institution, and factors outside the
control of the target institution and outside of our control may later arise. If, during our diligence process, we fail to identify
issues specific to a target institution or the environment in which the target institution operates, we may be forced to later write
down or write off assets, restructure our operations, or incur impairment or other charges that could result in our reporting
losses. These charges may also occur if we are not successful in integrating and managing the operations of the target institution
with which we combine. In addition, charges of this nature may cause us to violate net worth or other covenants to which we
may be subject as a result of assuming preexisting debt held by a target institution or by virtue of our obtaining debt financing.
We may be required to repurchase mortgage loans or indemnify buyers against losses in some circumstances, which could harm
liquidity, results of operations and financial condition. When mortgage loans are sold, whether as whole loans or pursuant to a
securitization, we are required to make customary representations and warranties to purchasers, guarantors and insurers,
including government- sponsored entities, about the mortgage loans and the manner in which they were originated. Whole loan
sale agreements require us to repurchase or substitute mortgage loans, or indemnify buyers against losses, in the event we breach
these representations or warranties. In addition, we may be required to repurchase mortgage loans as a result of early payment
default of the borrower on a mortgage loan. If repurchase and indemnity demands increase and such demands are valid claims
and are in excess of our provision for potential losses, our liquidity, results of operations and financial condition may be
adversely affected. The fair value of our investment securities can fluctuate due to factors outside of our control. 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. These factors include, but are not limited to, rating agency actions with respect to individual
securities, defaults by the issuer or with respect to the underlying securities, changes in market interest rates, and continued
instability in the capital markets. Any of these factors, among others, could cause credit losses and realized and / or unrealized
losses in future periods and declines in other comprehensive income, which could materially and adversely affect our business,
results of operations, financial condition and prospects. The process for determining whether credit losses of a security usually
requires complex, subjective judgments about the future financial performance and liquidity of the issuer and any collateral
underlying the security in order to assess the probability of receiving all contractual principal and interest payments on the
security. We are subject to environmental liability risk associated with our lending activities. In the course of our business, we
may purchase real estate, or we may foreclose on and take title to real estate. As a result, we could be subject to environmental
liabilities with respect to these properties. We may be held liable to a governmental entity or to third parties for property
damage, personal injury, investigation and clean- up costs incurred by these parties in connection with environmental
contamination or may be required to investigate or clean up hazardous or toxic substances or chemical releases at a property.
The costs associated with investigation or remediation activities could be substantial. In addition, if we are the owner or former
owner of a contaminated site, we may be subject to common law claims by third parties based on damages and costs resulting
from environmental contamination emanating from the property. Any significant environmental liabilities could cause a material
adverse effect on our business, financial condition, results of operations and future prospects. Climate change and related
legislative and regulatory initiatives may materially affect the Company’ s business and results of operations. The effects of
climate change continue to create an alarming level of concern for the state of the global environment. As a result, the global
busrness communrty has 1ncreased its pohtrcal and somal awareness surroundrng the issue Tand-the-Untted-States-has-entered

. Further, U. S.

Congress state legrslatures and federal and state regulatory agencres contrnue to propose numerous initiatives to supplement the
global effort to combat : d-ev v ;

: pHfities pately : limate change The 1ack of emprrlcal data
surroundlng the credlt and other ﬁnanmal risks posed by climate change render it impossible to predict how specifically climate
change may impact our financial condition and results of operations; however, the physical effects of climate change may also
directly impact us. Specifically, unpredictable and more frequent weather disasters may adversely impact the value of real
property securing the loans in our portfolios. Additionally, if insurance obtained by our borrowers is insufficient to cover any
losses sustained to the collateral, or if insurance coverage is otherwise unavailable to our borrowers, the collateral securing our
loans may be negatively impacted by climate change, which could impact our financial condition and results of operations.
Further, the effects of climate change may negatively impact regional and local economic activity, which could lead to an
adverse effect on our clients and impact the communities in which we operate. Overall, climate change, its effects and the
resulting, unknown impact could have a material adverse effect on our financial condition and results of operations. Adverse
developments affecting the financial services industry, such as bank failures, may adversely affect the Bank’ s results of
operations and financial condition, including capital and liquidity. Bank failures may have a profound impact on the national,
regional, and local business environment in which the Bank operates. Although we were not directly affected by the bank
failures which occurred in 2023, the speed and ability of depositors to withdraw their funds from these and other financial
institutions contributed to the broader volatility in the banking sector observed during the year. In response to these failures and
the resulting market reaction, various agencies of the U. S. government took steps to protect depositors and bolster banks’
liquidity, but it is uncertain that these or any other potential future actions will be sufficient to reduce the risk of future bank
failures or significant depositor withdrawals. Any future bank failure events may adversely impact the Bank’ s future operating
results and financial condition, including capital and liquidity. Risks Applicable to the Regulation of our Industry We operate in
a highly regulated environment, which could have a material and adverse impact on our operations and activities, financial
condition, results of operations, growth plans and future prospects. Banking is highly regulated under federal and state law. We



are subject to extensive regulation and supervision that governs almost all aspects of our operations. As a registered bank
holding company, we are subject to supervision, regulation and examination by the Federal Reserve. As a commercial bank
chartered under the laws of Connecticut, the Bank is subject to supervision, regulation and examination by the State of
Connecticut Department of Banking and the FDIC. The primary goals of the bank regulatory system are to maintain a safe and
sound banking system and to facilitate the conduct of sound monetary policy. This system is intended primarily for the
protection of the FDIC’ s Deposit Insurance Fund and bank depositors, rather than our shareholders and creditors. The banking
agencies have broad enforcement power over bank holding companies and banks, including the authority, among other things, to
enjoin “ unsafe or unsound ” practices, require affirmative action to correct any violation or practice, issue administrative orders
that can be judicially enforced, direct increases in capital, direct the sale of subsidiaries or other assets, limit dividends and
distributions, restrict growth, assess civil monetary penalties, remove officers and directors, and, with respect to banks, terminate
our charter, terminate our deposit insurance or place the Bank into conservatorship or receivership. In general, these enforcement
actions may be initiated for violations of laws and regulations or unsafe or unsound practices. Compliance with the myriad of
laws and regulations applicable to our organization can be difficult and costly. In addition, these laws, regulations and policies
are subject to continual review by governmental authorities, and changes to these laws, regulations and policies, including
changes in interpretation or implementation of these laws, regulations and policies, could affect us in substantial and
unpredictable ways and often impose additional compliance costs. Further, any new laws, rules and regulations, could make
compliance more complex or expensive. All of these laws and regulations, and the supervisory framework applicable to our
industry, could have a material adverse impact on our operations and activities, financial condition, results of operations, growth
plans and future 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 Connecticut Department of Banking periodically examine
our business, including our compliance with laws and regulations. If, as a result of an examination, a regulatory 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, it may take a
number of different remedial actions as it deems 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
monetary penalties against our officers or directors, to 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 agalnst us could have a materlal adverse effect on our business, results of
operations, financial cond1t10n and future prospects - : ; : are-re

-Eeenefnie—Gfewt-hﬁet— The Bank’ sF DIC dep0s1t insurance premlums an assessments may increase. The dep0s1ts of the Bank
are insured by the FDIC up to legal limits and, consequently, subject it to the payment of FDIC deposit insurance assessments.
The Bank’ s regular assessments are determined by its risk classification, which is based on its regulatory capital levels and the
level of supervisory concern that it poses. Any future special assessments, increases in assessment rates or required prepayments
in FDIC insurance premiums could reduce our profitability or limit our ability to pursue certain business opportunities, which
could materially and adversely affect our business, financial condition, results of operations and prospects. The Bank is subject
to further reporting requirements under FDIC regulations. We are subject to reporting requirements under the rules of the FDIC,
including a requirement for management to prepare a report that contains an assessment by management of the Bank’ s
effectiveness of internal control structure and procedures for financial reporting as of the end of such fiscal year. In addition, we
are required to obtain an independent public accountant’ s attestation report concerning our internal control structure over
financial reporting. The rules for management to assess the Bank’ s internal controls over financial reporting are complex, and
require significant documentation, testing and possible remediation. The effort to comply with regulatory requirements relating
to internal controls eause-causes us to incur increased expenses and a-diverston—-- diverts ef-management’ s time and other
internal resources. If the Bank cannot favorably assess the effectiveness of its internal controls over financial reporting, or if its
independent registered public accounting firm is unable to provide an unqualified attestation report on the Bank’ s internal
controls, the price of our common stock as well as investor confidence could be adversely affected and we may be subject to
additional regulatory scrutiny. We are subject to numerous laws designed to protect consumers, including the Community
Reinvestment Act, or CRA, and fair lending laws, and failure to comply with these laws could lead to a wide variety of
sanctions. Various laws impose nondiscriminatory lending requirements on financial institutions, including the CRA, the Equal
Credit Opportunity Act and the Fair Housing Act. A successful regulatory challenge to an institution’ s performance under the
CRA or fair lending laws and regulations could result in a wide variety of sanctions, including 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 have the ability to challenge an institution’ s performance under fair
lending laws in private class action litigation. Such actions could have a material adverse effect on our business, financial
condition, results of operations and prospects. We face a risk of noncompliance and enforcement action with the Bank Secrecy
Act and other anti- money laundering statutes and regulations. Financial institutions are required to institute and maintain an
effective anti- money laundering program and file suspicious activity and currency transaction reports as appropriate under The
Bank Secrecy Act, The USA PATRIOT ACT of 2001 and certain other laws and regulations. Significant civil penalties can be




assessed by a variety of regulators and governmental agencies for violations of these laws and regulations. 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
materially and adversely affect our business, financial condition, results of operations and prospects. General Risk Factors
Resources could be expended in considering or evaluating potential acquisitions that are not consummated, which could
materially and adversely affect subsequent attempts to locate and acquire or merge with another business. We anticipate that the
process of identifying and investigating institutions for potential acquisitions and the negotiation, drafting and execution of
relevant agreements, disclosure documents and other instruments will require substantial management time and attention and
substantial costs for accountants, attorneys and others. If a decision is made not to complete a specific acquisition transaction,
the costs incurred up to that point for the proposed transaction likely would not be recoverable. Furthermore, even if an
agreement is reached relating to a specific target institution, we may fail to consummate the transaction for any number of
reasons, including those beyond our control. Any such event will result in a loss to us of the related costs incurred, which could
materially and adversely affect subsequent attempts to locate and acquire or merge with another institution. We may be
adversely affected by the soundness of other financial institutions. Our ability to engage in routine funding transactions could be
adversely affected by the actions and commercial soundness of other financial institutions. Financial services companies are
interrelated as a result of trading, clearing, counterparty, and other relationships. We have exposure to different industries and
counterparties, and through transactions with counterparties in the financial services industry, including broker- dealers,
commercial banks, investment banks, and other financial intermediaries. Further, our private banking channel relies on
relationships with a number of other financial institutions for referrals. As a result, declines in the financial condition of, or even
rumors or questions about, one or more financial institutions, financial service companies or the financial services industry
generally, may lead to market- wide liquidity, asset quality or other problems and could lead to losses or defaults by us or by
other institutions. These problems, losses or defaults could have a material adverse effect on our business, financial condition,
results of operations and future prospects. We rely on third parties to provide key components of our business infrastructure, and
failure of these parties to perform for any reason could disrupt our operations. Our business depends on the successful and
uninterrupted functioning of our information technology and telecommunications systems and third- party servicers. The failure
of these systems (including cyber attacks), 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. If significant, sustained or repeated, a system
failure or service denial could compromise our ability to operate effectively, damage our reputation, result in a loss of client
business, and subject us to additional regulatory scrutiny and possible financial liability, any of which could have a material
adverse effect on our business, financial condition, results of operations and prospects. We may incur impairment to goodwill.
We test our goodwill for impairment at least annually. Significant negative industry or economic trends, reduced estimates of
future cash flows or disruptions to our business, could indicate that goodwill might be impaired. Our valuation methodology for
assessing impairment requires management to make judgments and assumptions based on historical experience and to rely on
projections of future operating performance. Projections of future operating results and cash flows may vary significantly from
actual results. Additionally, if our analysis results in impairment to our goodwill, we would be required to record a non- cash
charge to earnings in our financial statements during the period in which such impairment is determined to exist. Any such
charge could have a material adverse effect on our results of operations. Increasing scrutiny and evolving expectations from
clients, regulators, investors, and other stakeholders with respect to our environmental, social and governance practices may
impose additional costs on us or expose us to new or additional risks. Companies are facing increasing scrutiny from clients,
regulators, investors, and other stakeholders related to their environmental, social and governance (“ ESG ) practices and
disclosure. Investor advocacy groups, investment funds and influential investors are also increasingly focused on these
practices, especially as they relate to the environment, health and safety, diversity, labor conditions and human rights. Increased
ESQG related compliance costs could result in increases to our overall operational costs. Failure to adapt to or comply with
regulatory requirements or investor or stakeholder expectations and standards could negatively impact our reputation, ability to
do business with certain partners, and our stock price. New government regulations could also result in new or more stringent
forms of ESG oversight and expanding mandatory and voluntary reporting, diligence, and disclosure. 27



