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We assume and manage a certain degree of risk in order to conduct our business strategy. In addition to the risk factors
described below, other risks and uncertainties not specifically mentioned, or that are currently known to, or deemed to be
immaterial by management, also may materially and adversely affect our financial condition, results of operations and / or cash
flows. Before making an investment decision, you should carefully consider the risks described below together with all of the
other information included in this Form 10- K and our other filings with the SEC. If any of the circumstances described in the
following risk factors actually occur to a %igniﬁcant degree, the value of our common stock could decline, and you could lose all
or part of your investment. Thli Form 10-K i is quahﬁed in its entlrety by these risk factors. Risks Related to our Lending
Activities Qurteanpe eoreen oans-with-athig ess—Repayment of our commercial business loans,
consl%tmg of commercial and industrial loans as well as owner- occupled and non- owner occupied commercial real estate loans,
is often dependent on the cash flows of the borrower, which may be unpredictable, and the collateral securing these loans may
fluctuate in value. We offer differenttypes-a variety of commercial business loans across various te-a-vartety-of businessesin
industries such as real estate and-rental-and-teasing-, healthcare, accommodation and food services, retail trade and construction.
Fhe-Our primary types-of eommeretal-businesstoans— loan effered-are-offerings comprise lines of credit, term equipment
financing , and term real estate loans. We—a-}se—efigiﬂ&te-Additionally, we facilitate loans that-are-guaranteed by the SBA and
we-are-, holding the designation of a “ preferred lender ” ofby the SBA. Commercial business lending involves distinet risks
compared to that-are-differentfrom-those-asseetated-withresidential real estate lending. Our commercial business loans are
primarily made based on our assessment of the cash flow of the borrower and secondarily on the underlying collateral provided
by the borrower. The unpredictability of a borrower' s cash flow may-be-unpredietable;-and the potential fluctuations in
collateral seenring-values underscore the inherent risks in these loans may-flaetaate-in-vatae- Adthoughthese-While our
commercial business loans are often collateralized by equipment, inventory, accounts receivable or other business assets, the
liquidation of collateral in the event of default is often an insufficient source of repayment because accounts receivable may be
uncollectible and inventories may be obsolete or of limited use, among other things. Accordingly, the repayment of commercial
business loans depends-primarily relies on the borrower’ s cash flow and creditworthiness , supplemented by of the-berrower

i the underlying collateral previded-by-the-borrower-. At December 31, 2022-2023 , our commercial business
loans totaled $ 3. 22-37 billion, or 79-77 . 4-8 % of our total loan portfolio, of which $ 4. 5 —9—m11110n or 0.2-1 % —of
commerc1al busmess loans were clasqlﬁed as nonaccrual
e 3 ate-. Within Commermal bu%lne%i loans, agricultural loans totaled $ 5765 . 3
7 mllhon or 1.4-5 % of our total loan portfoho and 1. 89 % of our commercial business loans at December 31, 2022-2023 of
which § 825 2—6-mithien-, 000, or 4-1 . 5-3 % of agricultural loans were classified as nonaccrual loans at-Deeember3+;2022-.
Our portfolio encompasses owner and non- owner occupied commercial real estate loans, whiehinelsde-including multifamily
residential real estate loans -. These loans often involve higher principal amounts than-compared to other teans— loan types,
and their repayment ef—t-hese—}eans—may be dependent-contingent on factors eutside-beyond our ot or our borrowers'
control erthe-eentrotofeurborrowers-. We originate commercial real estate loans for individuals and businesses fer-vartous
parpeses-, which are secured by commercial properties. These loans typically involve higher principal amounts than other types
of loans and repayment is dependent upon income generated, or expected to be generated, by the property securing the loan in
amounts sufficient to cover operating expenses and debt service, which may be adversely affected by changes in the economy or
local market conditions. For example, if the project' s cash flow frenr-diminishes due to unobtained or unrenewed leases, the
borrower’ s capacity to repay the loan could be impaired. Additionally prejeetisreduced-as-aresult-ofleasesnotbeing
obtained-orrenewed-, many of these loans have adjustable rates and reprice periodically. A significant increase in rates
could increase the payment amount and could impact the borrower’ s ability to repay the loan meay-be-impaired-.
Commercial real estate teans-lending also expese-exposes us to greater credit risk than loans secured by residential real estate
beeause-. Typically, the collateral securing these loans is not typteatty-eannet-be-seld-as casily liquidated as residential
properties real-estate-. In addition, many of our commercial real estate loans are not fully amortizing and contain large balloon
payments upon maturity. Such balloon payments may require the borrower to either sell or refinance the underlying property i
erder-to-make-the-payment, potentially elevating whieh-may-inerease-the risk of default or non- payment. If we foreclose on a
commercial real estate loan, our holding period for the collateral typically is longer thanfer-compared to residential real estate
loans due to beeanse-there-are-fewer potential purchasers efthe-eeHateral-. Additionally, commercial real estate loans generally
have relatively large balances to single borrowers or related groups of borrowers —Aeeerdingly-, #f we-make-magnifying the
impact of any errors in judgment regarding the-their collectability . Consequently efourecommereial-real-estatetoans-, any
resulting charge- offs per loan may be larger ena-perdoan-basis-than those incurred with our residential or consumer loan
portfolios. As of December 31, 2622-2023 , our owner and non- owner occupied commercial real estate loans totaled $ 2. 52-66
billion, or 62-61 . 3-2 % of our total loan portfolio, of which $ 242-205 , 000 were classified as nonaccrual atPeeember 31,2022
. Our real estate construction and land development loans are based upon estimates of costs and net operating income and the
related value associated with the completed project. These estimates may be inaccurate. Construction lending involves
additional risks when compared with permanent commercial and residential real estate lending because funds are advanced
upon the collateral for the project based on an estimate of costs to thatwit-produce a future project value at completion.

Beeause-of the-uneertainties-inherentinrestimating-Estimating construction costs, as-wettas-the project’ s market value upon




of the-eomplete-completion projeet, and the effeets-impact of gevernmental-regulation— regulatory changes on real property
involve inherent uncertainties. ;-itis-relatively-difficult to-evaluate-acenrately-Accurately evaluating the total funds required
for to-eemplete-a project and the resulting eempleted-projeetloan- to- value ratio upon completion is challenging .

Unforeseen Changes-changes in demand and-or higher than-antieipated-building costs may eause-aetaal-restultsto-vary
significantly deviate from these-initial estimated-estimates . This type of lending also typically involves higher-large loan

principal amounts and may be concentrated with-among a smaH-limited number of builders. A downturn in the housing s-or the
real estate market ;-could increase delinquencies, defaults and foreclosures, and-significantly #mpair-impairing the value of our
collateral and our ability to sell it the-eeHateral-upon foreclosure. Further, Seme-some efeur-borrowers have multiple are
builders-with-more-thamrenetoan-loans outstanding with us —Censeqtiently-, exposing us amadverse-development-withrespeet
to enretoan-or-higher risk if one credit relationship encounters adverse developments ean-expose-us-to-a-signifteantlygreater
riskoftoss-. . Construction As-aresuitthese-loans often involve the disbursement of funds with repayment substantially
dependent on the success of the ultimate project and the ability of the borrower to sell or lease the property or obtain permanent
take- out financing, rather than the ability of the borrower or guarantor to repay principal and interest. If our appraisal of the
value of a completed project proves to be overstated, we may have inadequate security for the repayment of the loan upon
completion of construction of the project and may incur a loss. Because construction loans require active monitoring of the
building process, including cost comparisons and on- site inspections, these loans are more difficult and more costly to monitor.

Increases in market rates of interest can significantly impact may-have-a-mere-proneuneed-effeetonrconstruction loans ,
escalating byraptdly-inereasing-the-end- pufehaseiepurchasers s—borrowmg costs —t-hefeby'—pess*b}y—and potentially

hindering project financing or reducing wer-s-abiity-to-finanee he-projeetupon-eomp he-overall demand
for the project. Moreover, Properties-properties undel Con%tructlon are often dlfﬁcult to sell and typlcally must be completed i
erder-to be successfully sold Wﬂﬂ&ra-}se—eefnp{-teates-comphcatmg the preeess-resolution of werking-eutproblem
problematic construction loans. This may require us to advance additional funds and / or contract with another builder to
complete construction and assume the market risk of selling the project at a future market price, which may or may not enable
us to fully recover unpaid loan funds and associated construction and liquidation costs. In Farthermere;4n-the case of
speculative construction loans, there is added risk associated with identifying an end- tenant or end- purchaser for the finished
project. Land development loans also pose additional risk because of the lack of income being produced by the property and
potential-potentially illiquid nature of the collateral. These risks can be significantly impacted by supply and demand
conditions. As of December 31, 20222023 , our real estate construction and land development loans totaled $ 294-414 . +4
million, or 9 . 3-5 % of our total loan portfolio, of which $ 86-78 . 6 million, or | mithen;er2-. 6-8 % of our total loan
portfolio, were residential construction and $ 244-335 . 8-8 million, or 5-7 . 3-7 % of our total loan portfolio, were commercial
and multifamily construction. All Within-this-eategory; $37%-000-0f these eurtotalreal-estate-construetionandland
development-loans ;-were efassifted-performing in accordance with their repayment terms as of nenaeeraatat-December 31,
2622-2023 . Our ACL on loans may prove to be insufficient to absorb losses in our loan portfolio. Lending money is a
substantial part of our business. Every loan carries a certain risk that it will not be repaid in accordance with its terms or that any
underlying collateral will not be sufficient to assure repayment. This risk is affected by, among other things: ¢ the cash flow of
the borrower, guarantors and / or the project being financed; ¢ the changes and uncertainties as to the future value of the
collateral, in the case of a collateralized loan; ¢ the character and creditworthiness of a particular borrower or guarantor; ¢
changes in economic and industry conditions; and ¢ the duration of the loan. The ACL on loans is a valuation account that is
deducted from the amortized cost of loans receivable to present the net amount expected to be collected. Loans are charged- off
through the ACL on loans when management believes the uncollectibility of a loan balance is eenfirmed-considered probable .
Subsequent recoveries, if any, are recorded to the ACL on loans. The Banl-Company records the changes in the ACL on loans
through earnings as a" Provision for ( Reversal-reversal of) previstenfer-credit losses" on the Consolidated Statements of
Income. The determination of the appropriate level of ACL on loans inherently involves a high degree of subjectivity and
requires us to make significant estimates of current credit risks and future trends, all of which may undergo material changes. If
our estimates are incorrect, the ACL on loans may not be sufficient to cover eredit-expected losses #kerent-in our loan portfolio,
resulting in the need for increases in our ACL on loans through the provision for credit losses. Management also recognizes that
significant new growth in loan segments and new loan products can result in loans segments comprised of unseasoned loans that
may not perform in a historical or projected manner and will increase the risk that our ACL on loans may be insufficient to
absorb losses without significant additional provisions. Deterioration in 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 an increase in the ACL on loans. If current conditions in the housing and real estate markets weaken, we
expect we will experience increased delinquencies and credit losses. In-additton;-bank-Bank regulatory agencies also
periodically review our ACL on loans and may require an increase in the provision for credit losses or the recognition of further
loan charge- offs, based on their judgments about information available to them at the time of their examination. In addition, if
charge- offs in future periods exceed the ACL on loans, we will need additional provisions to increase the ACL on loans. Any
increases in the allowance for credit losses will result in a decrease in net income and, most likely, capital, and may have
a material negative effect on our financial condition and results of operations. Risks Related to our Business Strategy Our
strategy of pursuing acquisitions and de novo branching exposes us to financial and operational risks that could adversely affect
us. We—afe—pttfs'c&ng—a—As part of our business strategy of, we seek to supplementing—-- supplement our organic growth by
acquiring other financial institutions or their businesses to achieve that-we-believe-wilhelpus-falfilour strategic objectives
and bolster enhanee-eurcarnings. However, There-arerisks-assoetatedwith-this stratcgy entails several risks ;however;

neluding-the-following: we—may—be—e*pesed—te—pefe&t—t&l—Acqulred banks or busmesses mlght carry unforeseen asset
quality issues or arknewn-er-contingent liabilities © b bt ; . If these tssues-or
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habihittes-exceed our estimates, it could significantly impact our results-efeperations-and-financial condition and operational
results may-be-matertally-negatively-affeeted-; « There is a risk of higher - than expeeted— anticipated deposit attrition
following an acquisition, potentially affecting our funding base ; - potential-diverstonrof The acquisition process may
divert our management' s time and attention , impacting day- to- day operations and strategic initiatives ; * Acquired
entities might have we-may-be-expesedto-previousty-known or unknown regulatory compliance deficiencies fromr-the-aequired
nstitation-, exposing us to associated risks ; - Market conditions can influence acquisition prices at-whteh-. Difficulty in
making acceptable- priced acquisitions are-made-in specific markets could affect our growth strategy; * The integration of
systems, procedures, and personnel from acquired entities into our company is complex and time- consuming. It can
flaetaate-with-disrupt the acquired business and its customer base, potentially leading to customer and employee losses if
not managed effectively; ¢ Financing acquisitions using borrowed funds will increase our leverage and diminish our
liquidity. Raising additional capital to finance acquisition could dilute existing shareholders’ interests; * Sustaining our
historical growth rate may be difficult due to market eonditions-constraints and / or acqu1s1t10n complexntles We have

completed elght e*peﬂeﬂeed-&n&es—&&fmg—whteh—dcqumtlons

enhanced our growth rate over © v » v
the fatare-years ; * wwe-While our acqu1s1t10ns and branchmg activities are expeet-expected our-to boost net income er—
they might also increase fole etr-general and administrative expenses ate

eonsequently-initially, potentlally affectlng our emclency mnos may—aw}se—rnefease— Bltimately;-we-would-Successful
integration is crucial for achieving expeet-expected otreffieteney-efficiencies . If ratio-to-improve-howeverif-we arc not

sueeessfi-unsuccessful in our integration process, this may not occur, and our acquisitions or branching activities may not be
accretive to earnings in the short or long- term;  When acquisition te-the-extent-eurcosts e-P&n—aeqﬂ-ts-'r&eﬂ—exceed the fair
value of the net assets acquired, the-aequisttion-withgenerate-coodwill is recorded . As-diseussed-betow-tnder-Any future
impairment of goodwill could adversely affect our financial condltlon. See, the risk factor heading-titled “ We may
experience future <’oodw1ll 1mpanment which could reduce our earnmﬂs We—below, and ¢ Acqulred loans are feqﬁifed-te

hlg,h yleldmo loans can 1mpact our —This

eet\-}d—festl-l-t—rn—h-tgheﬂlet mtelest mdruns and mtelest income over tlme tn—eﬂﬁeﬂt—peﬂe&s—and—}ewefnet—rf&efes{—f&te—ﬁmgms

and results of operations could be negatively affected if we fall to afe—net—stleeessfu-l—tn—e*eeﬂt-r&g-execute this-our growth
strategy e%rﬂwe—fa—rl—te—gfew—m manage our growth etfectlvely Weﬂ-nfeﬁd-Our intention i is to pttfstte—a—supplement our growth

mcludum branch aequ—rsmeﬁs—expanswns e-nand ot her busrness—olowth opportunltles fm&atwes-eﬁn&eﬁakmgs— However,
Fhere-there is ean-be-no assuranee-guarantee that we will saeeessfully-identify apprepriate-suitable opportunities or

effectively ;that-we-will-be-able-to-ncgotiate er-and finance saeh-these activities . Even erthatsuehaetivittes;-if undertaken,
wviH-the success of such undertakings cannot be saeeessfut-assured . Our growth initiatives may require us to recruit
experienced personnel to assist in such initiatives, which will increase our compensation costs. In addition, the failure to identify
and retain such personnel would place significant limitations on our ability to successfully execute our growth strategy. To the
extent we expand our lending beyond our current market areas, we could also eetdd-incur additional risk related to those new
market areas. We may not be able to expand our market presence in our existing market areas or successfully enter new markets.
Inability to H-we-denotsteeessfully-execute our acquisition - focused growth plan might Hteewtd-adversely affect various
aspects of our business, finanetal-eondition-including finances , restlts-efoperations, reputation , and growth prospects. While
we believe in we-have-the strength of our exccutive management resenrees-and internal systems tn-plaee-to sueeessfully
manage eur-fitare-growth, there can be no assurance that suitable growth opportunities will be available or that we will
successfully manage our growth. Risks Related to Economic Conditions The current economic condition in the market areas we
serve may adversely impact our earnings and could increase the credit risk associated with our loan portfolio. Substantially all of
our loans are to businesses and individuals in the states of Washington and-, Oregon and Idaho . A return of recessionary
conditions or adverse economic conditions in the primary market areas of the Pacific Northwest in which we operate could



reduce our rate of growth, affect our customers' ability to repay loans and have a material adverse effect on our business,
financial condition, and results of operations. General economic conditions, including inflation, unemployment and money
supply fluctuations, also may adversely affect our profitability. Weakness in the global economy and global supply chain issues
have adv ersely dl‘fected many bus1nesses operatmg in our markets that are dependent upon 1nternat10nal trade and+tis-net

A ; 8 . Changes in agreements or
relatlonsh1ps between the United St"ltes and other countries may also affect these businesses. A deterioration in economic
conditions in our market areas of the Pacific Northwest as a result of inflation, a recession, the-effeets-of-COVID-—9-variants-or
other factors could result in the following consequences, any of which could have a materially adverse impact on our business,
financial condition and results of operations: * fear-Loan delinquencies, problem assets and foreclosures may increase; * we-We
may increase our ACL on loans and provision for credit losses; * the-The sale of foreclosed assets may be slow; * demanéd
Demand for our products and services may decline, possibly resulting in a decrease in our total loans; « eeHateral-Collateral for
loans made may decline further in value, exposing us to increased risk of loss on existing loans; * #he-The net worth and
liquidity of loan guarantors may decline, impairing their ability to honor commitments to us; and ¢ the-The amount of our
deposits may decrease and the composition of our deposits may be adversely affected. A decline in local economic conditions
may have a greater effect on our earnings and capital than on the earnings and capital of larger financial institutions whose real
estate loans are geographically diverse. Many of the loans in our portfolio are secured by real estate. Deterioration in the real
estate markets where collateral for a loan is located could negatively affect the borrower’ s ability to repay the loan and the
value of the collateral securing the loan. Real estate values are affected by various other factors, including changes in general or
regional economic conditions, governmental rules or policies and natural disasters such as earthquakes and flooding. If we are
required to liquidate a significant amount of collateral during a period of reduced real estate values, our financial condition and
profitability could be adversely affected. External economic factors, such as changes in monetary policy and Inflationr
inflation ean-and deflation, may have an adverse impaeteffect on our business , financial condition and emrresults of
operations. Our financial condition and results of operations are affected by credit policies of monetary authorities,
particularly the Board of Governors of the Federal Reserve System, otit— or eustomers-the Federal Reserve . Actions by
monetary and fiscal authorities, including the Federal Reserve, could lead to Inflatior-inflation risk—is-, deflation, or the
other ﬂs-leeconomlc phenomena that could adversely affect t-he—va-lue—ef—assets—erour ﬁnanclal performance tﬂeﬂme—ffem

of 2021 and thmuOhout 2022 at levels not seen for over 40 years. Inﬂatlonary pressures As—diseussed—belew—under—

tetiatingtnteres € dverse ee p abtlity-, >-while easing recently, remained elevated throughout the
first half of 2023. Small to medlum- 51zed busmesses may be impacted more during periods of high inflation as nflation
-rnereases—&nd—market—mterest—rates—ﬂse—the—they va-lue—are not able to leverage economlcs of scale to mltlgate e%meﬁm%f

f&te—tﬂsff&ﬂ&eﬂfs—lﬂ-&ddﬁteﬁ—tﬂ-ﬂﬁ&eﬁﬁﬂefe&ses—ﬂ&e—cost pressures compared to larger busmesses. Consequently, the ablhty
of geeds—&nd—sewrees—we—use—m—our business chents ; y

may deterlorate qulckly, wh1ch would adversely 1mpdct e-ﬁtl&e—G@lel-B—H—P&ndenﬁe—eet&d-eeﬂﬁﬁue—te-a-ffeet—our results of
operations and financial condition . Furthermore, a prolonged period of inflation could cause wages and other costs to the
Company to increase, which could adversely affect our results of operatlons —"Phe—eeleI-B—IQ—P&ndeﬁne—eet&d—eeﬁﬁﬁue—te

poserisks-and financial condltlon
Virtually all Fh andemichas-adversely-impacted "

geegraphies—'m—w-hieh—our assets ehents—epera-te—Gwen—rts—eﬁge-mg—and dyna-nﬁe-hablhtles are monetary in nature —rt—ts—drfﬁeul-t—

-P&ndeﬁne— an-y—ef—w—h-teh—eeu-ld—lnterest rates tend to ha\ ¢ a more 51gn1ﬁcant 1mpact m&terta-l—adverse—ef-feet—on our

performance than general levels business;-finanetal-eondition; tquidity, results-of inflation operations;-ability-to-exeente-our—

or deflation growthstrategyand-ability to-pay-dividends-. Interest rates do Theseriskstnelude, butare-not necessarily move
-l-nﬁrted-te,—ehanges—m defﬂand-the same dlrectlon -feie or etuepre&uets—by the same magmtude as the prlces of goods and

lntelest Rdte C hanges Fluetuatlnc 1nte1est rates can adversely affect our prof1t"lb1l1ty Our pl‘Ofltdblllty 1S dependent prlmarlly to
alarge-extent-upon net interest income, which is the difference (or “ spread ) between the interest earned on loans, investment
securities and other interest earning assets and the interest paid on deposits, borrowings, and other interest bearing liabilities.
Because of the differences in maturities and repricing characteristics of our interest earning assets and interest bearing liabilities,
changes in interest rates do not produce equivalent changes in interest income earned on interest earning assets and interest paid
on interest bearing liabilities. We principally manage interest rate risk by managing our volume and mix of our earning assets
and funding liabilities. Changes in monetary policy, including changes in interest rates, could influence not only the interest we



receive on loans and investment securities and the amount of interest we pay on deposits and borrowings, but these changes
could also affect (i) our ability to originate and / or sell loans and obtain deposits, (ii) the fair value of our financial assets and
liabilities, which could negatively impact shareholders’ equity, and our ability to realize gains from the sale of such assets, (iii)
our ability to obtain and retain deposits in competition with other available investment alternatives, (iv) the ability of our
borrowers to repay adjustable or variable rate loans, and (v) the average duration of our investment securities portfolio and other
interest earning assets. If the interest rates paid on deposits and other borrowings increase at a faster rate than the interest rates
received on loans and other investments, our net interest income, and therefore earnings, could be adversely affected. Earnings
could also be adversely affected if interest rates decrease as assets tend to reprice more quickly than liabilities. In a changing
interest rate environment, we may not be able to manage this risk effectively. If we are unable to manage interest rate risk
effectively, our business, financial condition and results of operations could be materially affected. Interest rates are highly
sensitive to many factors that are beyond our control, including general and forecasted economic conditions reflected in the rates
offered along the yield curve and the FHLB' s fixed- rate advance index, and policies of various governmental and regulatory
agencies and, #rpattiewtar-particularly --the Federal Reserve. During the year ended December 31, 20222023 , in response to
inflation, the FOMC of the Federal Reserve has increased the target range for the federal funds rate by 466-100 basis points to a
range of 4-5. 25 % to4-5 . 50 % as of December 31, 2622-2023 compared to a range of 0. 00 % to 0. 25 % at December 31,
2021 as-itseeksto-with the intention of eenﬁre-l—controllmg inflation without creating a recession. If the FOMC further
increases the targeted federal funds rate, overall interest rates will likely rise, which wwit-pesttively-impaet-ournet-interest
ieome-bat-may negatively impact both the housing market, by reducing refinancing activity and new home purchases, and the
U. S. economy. As is the case with many financial banks-and-saving-institutions, ear-emphasis-we have focused on growing
inereasing-the-developmentofcore deposits — {these-deposits bearingne-or-arelatively towrate-ofinterest-with no stated-or
low mterest rates and no speclfied rnaturlty dafe)—— whlch has been challengmg over ﬁsuked—r&mmm&fesfbeaﬂng

at - the deposttsin-past

couple years. In a rising interest rate env1r0nment retalnmg these deposns could result in higher funding costs . [f the
thaterestrates paid on deposits and other borrowmgs increase at-a-faster rate-than the interestrates reeetved-earned on loans and
ether-investments, our net interest income yand therefere-carnings s-could be adversely affected +er-. Conversely, if we do not
raise-adjust our deposit interest rates we-are-paying-on-depostts-to effeetivelyremain eempete-competitive with other banks or
alternative investment options, we may-see-might experience a decrease in deposits deeline-, potentially leading to either
reduced a—}ewer—}evel-e-ﬁearnlng assets or higher borrowings . Both scenarios -ettherofwhieh-wewnld-could potentially cause a
decline in earnings. Changes in interest rates also affect the value of our available for sale interestearning-assets-and-in
parttenlar-eur-investment securities portfolio. Generally, the fair value of fixed- rate investment securities fluctuates inversely
with changes in interest rates. Unrealized gains and losses on investment securities available for sale are reported as a separate
component of equity, net of tax. Decreases in the fair value of investment securities available for sale resulting from increases in
interest rates could have an adverse effect on stockholders’ equity. Stockholders' equity, specifically AOCI, is increased or
decreased by the amount of change in the estimated fair value of our securities available for sale, net of deferred income taxes.
Increases in interest rates generally decrease the fair value of securities available for sale, which adversely impacts stockholders'
equity. The Company could recognize an impairment loss for any security that has declined in fair value below its
amortized cost basis if management has the intent to sell the security or if it is more likely than not it will be required to
sell the security before recovery of its amortized cost basis. Although management believes it has implemented effective
asset and liability management strategies to reduce the potential effects of changes in interest rates on our results of operations,
any substantial, unexpected or prolonged change in market interest rates could have a material adverse effect on our financial
condition and results of operations. Also, our interest rate risk modeling techniques and assumptions likely may not fully predict
or capture the impact of actual interest rate changes on our balance sheet. For further discussion of how changes in interest rates
could impact us and additional information about our interest rate risk management, see Iltem 7A. Quantitative and Qualitative
Disclosures About Market Risk. Changes in the valuation of our investment securities portfolio could hurt our profits and reduce
capital levels. Factors beyond our control can significantly influence the fair value of investment securities in our portfolio and
can cause potential adverse changes to the fair value of these investment securities, potentially reducing AOCI and / or earnings.
These factors include, but are not limited to, rating agency actions in respect of the securities, defaults by, or other adverse
events affecting the issuer or with respect to the underlying securities, and changes in market interest rates and continued
instability in the capital markets. Our investment securities portfolio is evaluated for estimated credit losses and an ACL on
investment securities, as appropriate, is recorded as a contra asset on the financial statement of condition and a provision for
credit loss on investment securities through earnings. There can be no assurance that the declines in market value will not result
in credit losses, which would lead to accounting charges that could have a material adverse effect on our net income and capital
levels. Risks Related to Laws and Regulations Non- compliance with the USA PATRIOT Act, Bank Secrecy Act, or other laws
and regulations could result in fines or sanctions and limit our ability to get regulatory approval of acquisitions. The USA
PATRIOT and Bank Secrecy Acts require financial institutions to develop programs to prevent financial institutions from being
used for money laundering and terrorist activities. If such activities are detected, financial institutions are obligated to file
suspicious activity reports with the U. S. Treasury’ s Office of Financial Crimes Enforcement Network. These rules require
financial institutions to establish procedures for identifying and verifying the identity of customers seeking to open new
financial accounts. Failure to comply with these regulations could result in fines or sanctions and limit our ability to get
regulatory approval of acquisitions. While we have developed policies and procedures designed to assist in compliance with
these laws and regulations, no assurance can be given that these policies and procedures will be effective in preventing
violations of these laws and regulations. Failure to maintain and implement adequate programs to combat money laundering and
terrorist financing could also have serious reputational consequences for us and could have a material adverse effect on our




business, financial condition, results of operations and growth prospects. Monetary policies and regulations of the Federal
Reserve could adversely affect our business, financial condition and results of operations. In addition to being affected by
general economic conditions, our earnings and growth are affected by the policies of the Federal Reserve. An important function
of the Federal Reserve is to regulate the money supply and credit conditions. Among the instruments used by the Federal
Reserve to implement these objectives are open market purchases and sales of U. S. government securities, adjustments of the
discount rate and changes in banks’ reserve requirements against bank deposits. These instruments are used in varying
combinations to influence overall economic growth and the distribution of credit, bank loans, investments and deposits. Their
use also affects interest rates charged on loans or paid on deposits. The monetary policies and regulations of the Federal Reserve
have had a significant effect on the operating results of financial institutions in the past and are expected to continue to do so in
the future. The effects of such policies upon our business, financial condition and results of operations cannot be predicted.
Climate change and related legislative and regulatory initiatives may materially affect the Company’ s business and results of
operations. The potential effects of climate change are creating a heightened level of concern for the state of the globat
environment. As a result, the global business community has increased its political and social awareness surrounding the issue,
and the United States has entered into international agreements in an attempt to reduce global temperatures, such as reentering
the Paris Agreement. Further, the U. S. Congress, state legislatures and federal and state regulatory agencies continue to propose
aamerens-initiatives to supplement the global effort to combat climate change. Similar and even more expansive initiatives are
expected under the current administration, including potentially increasing supervisory expectations with respect to banks’ risk
management practices, accounting for the effects of climate change in stress testing scenarios and systemic risk assessments,
revising expectations for credit portfolio concentrations based on climate- related factors and encouraging investment by banks
in climate- related initiatives and lending to communities disproportionately impacted by the effects of climate change. The lack
of empirical data surrounding the credit and other financial risks posed by climate change render it difficult, or even 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, the occurrence of unpredictable and more frequent weather
disasters may adversely impact the real property, and / or the value of the 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, natural disasters and related events, 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 customers 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. Risks Related to Cybersecurity,
Third- Parties and Technology We rely on ether-eempantes-third party services and products to provide key components of
our technology and banking product business infrastructure. We rely on numereus-external-vendors-third party services to
provide ws-with-products and services in support of neeessary-to-maintairour-day- to- day operations. Aeeerdingly-Due to the
nature of the outsourced services , some portions of our technology offerings, computing environments, architecture, and
infrastructure, and banking eperations-operational processes arc exposed to the-risk-these-vendors— vendor wiltnetservice
risks. Risks include failure to contractually perform inaeeerdanee-, fraud, errors, delays, omissions, failure to comply with
een&aeted—aﬁaﬂgemeﬂfs—tmdeﬂegulatory and / or or legal requirements; and failure to ensure security and availability
and mtegrlty of service {evel-agfeemeﬂts—and / or accuracy of the prov1ded service . The bank’ fatlure-of an-external-vendor

regulatory agencies expeet—requlre financial

anec-ensure risks associated with outsourced providers
and services are approprlately 1dent1f1ed me}udiﬁg—aspee’es-ﬁ&neh—t-hey—de{ega’ee-assessed controlled, and continuously
monitored to third-parties-ensure risk is appropriately managed . Disruptions or failures in the physical infrastructure or
operating systems that support our business and customers, or cyber- attacks or security breaches of the networks, systems or
devices that our customers use to access our products and services could result in ¢ client attrition; regulatory fines, penalties or
intervention; reputational damage; reimbursement or other compensation costs and / or additional compliance costs, any of
which could materially adversely affect our results of operations or financial condition. We are subject to certain risks in
connection with our use of technology. Our security measures may not be sufficient to mitigate the risk of a cyber- attack.
Communteattons-Technology architecture, infrastructure, and information systems and platforms are essential to the
conduct efour business . as-we-tase-saeh-systems-Systems to manage our customer relationships, our core operating systems, our
general ledger , and virtually all other aspects of our business —Sur-eperations—rely on the secure processing, storage , and
transmission of confidential and ether-private information in our computing environments eempttersystems-and-networks-.
Although we take every protective measttes— measure and endeavor to ensure modify-them-as-eirenmstanees-watrant-the
security of our eomputer-computing environments and the data within the environments, systems, software and networks
may be vulnerable to breaches, fraudulent or unauthorized access, denial or degradation of service attaeks-, misuse of
information , eemputer-viruses, malware-er-other-malicious code and malware and / or ransomware cybercrime incidents
eyber—attacks-that-eould-have-aseenrity tmpaet-. [f one or more of these events occur, this-systems, software and / or network
avallablhty, and integrity could jeepardize-be compromised resultmg in the loss of the Company s and / O Or Or-oHt
customers - Conﬁdentlal and ﬁthefprlvate mformatlon ;




. We-may-be-required-to-expend-In the event of a security incident, significant additional resources may be

expended to modify our protective measures or to investigate and remediate vulnerabilities or other exposures and we may be
subject to litigation and financial losses that are either not insured against or not fully covered through any insurance maintained
by us. Security breaches in our internet banking activities could further expose us to possible liability and damage our
reputation. Increases in criminal activity levels and sophistication, advances in computer capabilities, new diseeveries-and
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 / or controls that we use to prevent fraudulent transactions and to protect
data about us, our clients and underlying transactions. Any compromise of our security could deter customers from using our
internet banklng services that involve the transrnrssron of confidential information —We—fel-y—eﬁ-staﬂdafd—r&tefnet—seet&&y-

y o-provid and-atth : ary-te AnSHSSt ata-. Although we have developed
and continue to invest in systems and processes that are desrgned to detect and prevent securrty breaches and cyber- attacks and
periodically test our security, these precautions may not protect our systems from compromises or breaches of our security
measures and could result in losses to us or our customers, our loss of business and / or customers, damage to our reputation,
incurrence of additional expenses, disruption to our business, our inability to grow our online services or other businesses,
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 and results of operations. Our security measures may not
protect us from system failures or interruptions. We have established policies and procedures to identify threats and
vulnerabilities and prevent or limit the impact of system breaches, failures, and interruptions. In addition, we outsource certain
aspects of our data processing and other operational functions to certain third- party providers. While the Company selects third-
party vendors carefully, it does not control their actions. If our third- party providers encounter difficulties, including those
resulting from breakdowns or other disruptions in communication services provided by a vendor, failure of a vendor to handle
current or higher transaction volumes, cyber- attacks and security breaches or if we otherwise have difficulty in communicating
with them, our ability to adequately process and account for transactions could be affected and to deliver products and services
to our customers and otherwise conduct business operations could be adversely impacted. Replacing these third- party vendors
could also entail significant delay and expense. Threats to information security also exist in the processing of customer
information through various other vendors and their personnel. We cannot assute-ensure that such breaches, failures or
interruptions will not occur or, if they do occur, that they will be adequately addressed by us or the third —parties on which we
rely. Further, while we believe we maintain adequate insurance to cover these risks, our insurance coverage may not cover all
losses resulting from breaches, system failures or other disruptions. The occurrence of any systems failure or interruption could
damage our reputation and result in a loss of customers and business, could subject us to additional regulatory scrutiny or could
expose us to legal liability. Any of these occurrences could have a material adverse effect on our business, financial condition ,
and results of operations. We are subject to certain risks in connection with our data management or aggregation. We are reliant
on our ability to manage data and our ability to aggregate data in an accurate and timely manner to ensure effective risk
reporting and management. Our ability to manage data and aggregate data may be limited by the effectiveness of our policies,
programs, processes , and practices that govern how data is acquired, validated, stored, protected and processed. While we
continuously update our policies, programs, processes , and practices, many of our data management and aggregation processes
are manual and subject to human error or system failure. Failure to manage data effectively and to aggregate data in an accurate
and timely manner may limit our ability to manage current and emerging risks, as well as to manage changing business needs.
Our business may be adversely affected by an increasing prevalence of fraud and other financial crimes. We The-Company-and
the-Bank-are susceptible to fraudulent activity that may be committed against us or our customers which may result in financial
losses or increased costs to us or our customers, disclosure or misuse of our information or our customer’ s information,
misappropriation of assets, privacy breaches against our customers, 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. Nationally, reported incidents of fraud and other financial crimes have increased. We have also experienced
losses due to apparent fraud and other financial crimes, although such losses have been relatively insignificant to date. While we
have pohcres and procedures desrgned to prevent such losses there can be no assurance that such losses will not occur -

; pta ; . The ﬁnancral services market is undergorng raprd technologrcal changes, and
1f we are unable to stay current with those changes, we may not be able to effectively compete. The financial services industry is
experiencing rapid technological changes with frequent introductions of new technology- driven products and services. Effective
use of technology increases efficiency and enables financial institutions to better serve customers and to reduce costs. Many of
our competitors have substantially greater resources to invest in technological improvements than we do. Our future success will
depend, to some degree, upon our ability to address the needs of our customers by using technology to provide products and
services that will satisfy customer demands for convenience, as well as create additional efficiencies in our operations. We may
not be able to effectively implement new technology- driven products or services or be successful in marketing these products
and services. Additionally, the implementation of technological changes and upgrades to maintain current systems and integrate
new ones may cause service interruptions, transaction processing errors and system conversion delays and may cause us to fail
to comply with applicable laws. There can be no assurance that we will be able to successfully manage the risks associated with



increased dependency on technology. Risks Related to Accounting Matters New or changing tax, accounting, and regulatory
rules and interpretations could significantly impact strategic initiatives, results of operations, cash flows, and financial condition.
The financial services industry is extensively regulated. Federal and state banking regulations are designed primarily to protect
the deposit insurance funds and consumers, not to benefit our stockholders. These regulations, along with the currently existing
tax, accounting, securities, insurance and monetary laws, regulations, rules, standards, policies and interpretations control the
methods by which financial institutions conduct business, implement strategic initiatives and tax compliance and govern
financial reporting and disclosures. These laws, regulations, rules, standards, policies and interpretations are constantly evolving
and may change significantly over time. Any new regulations or legislation, change in existing regulation or oversight, whether
a change in regulatory policy or a change in a regulator' s interpretation of a law or regulation, could have a material impact on
our operations, increase our costs of regulatory compliance and of doing business and adversely affect our profitability.
Regulatory authorities also have extensive discretion in connection with their supervisory and enforcement activities, including
the imposition of restrictions on the operation of an institution, the classification of assets by the institution and adequacy of an
institution' s ACL. These bank regulators also have the ability to impose conditions in the approval of merger and acquisition
transactions. We may experience fatare-goodwill impairment, which could reduce our earnings. Accounting standards require
that we use the purchase method of aeeeunt-accounting for acquisitions er-and business combinations using-the-purehase
method-ofaeeeunting- Under purchase accounting, if the purchase price of an acquired company exceeds the fair value of'its
net assets, the excess is carried on the acquirer’ s balance sheet as goodwill. In accordance with GAAP, we assess our goodwill
is-evatuated-for impairment emran-anmtat-annually basis-, or more frequently if specific events suggest ereirenmstanees
tndteate-a-potential impairment exists- Fhe-This evaluation incorporates various may-be-based-on-a-vartety-of-quantitative
factors, ireludinrg-such as the quoted price of our common stock, market prices of common stock of other banking
organizations, common stock trading multiples, discounted cash flows and data from comparable acquisitions. Additionally, we
may perform a qualitative assessment that considers takes-nto-eenstderatien-macroeconomic conditions, industry and market
conditions, cost or margin factors, and financial performance. Assessing Gur-evalnation-of-the fair value of goodwill involves
considerable a-substantialameunt-efjudgment. If our judgment was incorrect, or if events or circumstances change, and an
impairment of goodwill was deemed to exist, we would be required to write down our goodwill resulting in a charge against
income, which could materially adversely affect our results of operations and financial condition. We performed our annual
impairment assessment for goodwill as of December 31, 2022-2023 , and concluded there was no impairment. The Company’ s
reported financial results depend on management’ s selection of accounting methods and certain assumptions and estimates,
which, if incorrect, could cause unexpected losses in the future. The Company’ s accounting policies and methods are
fundamental to how the Company records and reports its financial condition and results of operations. The Company’ s
management must exercise judgment in selecting and applying many of these accounting policies and methods so they comply
with generally accepted accounting principles and reflect management’ s judgment regarding the most appropriate manner to
report the Company’ s 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 might be reasonable under the circumstances, yet might
result in the Company’ s reporting materially different results than would have been reported under a different alternative.
Certain accounting policies are critical to presenting the Company’ s 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 the ACL on loans, investments and unfunded commitments, and goodwill. Because of the uncertainty of estimates
involved in these matters, the Company may be required to do one or more of the following: significantly increase the ACL and
/ or sustain credit losses that are significantly higher than the reserve provided, or recognize significant losses on the impairment
of goodwill. For more information, refer to “ Critical Accounting Estimates ” included in Item 7. Management’ s Discussion and
Analysis of Financial Condition and Results of Operations of this Form 10- K. Other Risks Related to OperattonalMatters-Our
Business Managing reputational risk is important to attracting and maintaining customers, investors and employees.
Threats to our reputation can come from many sources, including adverse sentiment about financial institutions
generally, unethical practices, employee misconduct, failure to deliver minimum standards of service or quality,
compliance deficiencies and questionable or fraudulent activities of our customers. Ve switt-have policies and procedures
in place to protect our reputation and promote ethical conduct, but these policies and procedures may not be fully
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ﬁﬂgl—ﬂﬁﬁﬁﬁﬁ- Ineffective hquldlty management could adversely affect our ﬁnan01a1 results and condition. quuldlty is essential
to our business. We rely on several anumber-ofdifferentsources #rerderto meet our potential liquidity demands. Our primary
sources of liquidity are increases in deposit accounts, cash flows from loan payments and our securities portfolio. Borrowings
also provide us with a source of funds to meet liquidity demands. An inability to raise funds through deposits, borrowings, the
sale of loans or investment securities and other sources could have a substantial negative effect on our liquidity. We rely on
customer deposits and borrowings from the FHLB and certain other wholesale funding sources to fund our operations. Deposit
flows and the prepayment of loans and mortgage- related investment securities are strongly influenced by such external factors
as the direction of interest rates, whether actual or perceived, and the competition for deposits and loans in the markets we serve.
Further, changes to the FHLB' s underwriting guidelines for wholesale borrowings or lending policies may limit or restrict our
ability to borrow and could therefore have a significant adverse impact on our liquidity. Although we have historically been able
to replace maturing deposits and borrowings if desired, we may not be able to replace such funds in the future if, among other
things, our financial condition, the financial condition of the FHLB or market conditions change. Factors that could
detrimentally impact our access to liquidity sources include a decrease in the level of our business activity as a result of a
downturn in the markets in which our loans and deposits are concentrated, negative operating results, or adverse regulatory
action against us. Our ability to borrow could also be impaired by factors that are not specific to us, such as a disruption in the
financial markets or negative views and expectations about the prospects for the financial services industry or deterioration in
credit markets. Any decline in available funding in amounts adequate to finance our activities or on terms which are acceptable
could adversely impact our ability to originate loans, invest in securities, meet our expenses, or fulfill obligations such as
repaying our borrowings or meeting deposit withdrawal demands, any of which could, in turn, have a material adverse effect on
our business, financial condition and results of operations. Additionally, collateralized public funds are bank deposits of state
and local municipalities. These deposits are required to be secured by certain investment grade securities to ensure repayment,
which on the one hand tends to reduce our contingent liquidity risk by making these funds somewhat less credit sensitive, but on
the other hand reduces standby liquidity by restricting the potential liquidity of the pledged collateral. Although these funds
historically have been a relatively stable source of funds for us, availability depends on the individual municipality' s fiscal
policies and cash flow needs. See" Item 7. Management' s Discussion and Analysis of Financial Condition and Results of
Operations — Liquidity and Capital Resources" of this Form 10- K. If our enterprise risk management framework is not
effective at mitigating risk and loss to us, we could suffer unexpected losses and our results of operations could be materially
adversely affected. Our enterprise risk management framework seeks to achieve an appropriate balance between risk and return,
which is critical to optimizing stockholder value. We have established processes and procedures intended to identify, measure,
monitor, report, analyze and control the types of risk to which we are subject. These risks include liquidity risk; credit risk;
market risk; interest rate risk; operational risk; information technology and cybersecurity risk; legal and compliance risk; and
reputational risk, among others. We also maintain a compliance program to identify, measure, assess and report on our
adherence to applicable laws, policies and procedures. While we assess and improve these programs on an ongoing basis, there
can be no assurance that our risk management or compliance programs, along with other related controls, will effectively
mitigate all risk and limit losses in our business. As Hewever-as-with any risk management framework, there are inherent
limitations to our risk management strategies as there may exist, or develop in the future, risks that we have not appropriately
anticipated or identified. If our risk management framework proves ineffective, we could suffer unexpected losses and our
business, financial condition and results of operations could be materially adversely affected. We are dependent on key
personnel and the loss of one or more of those key personnel may materially and adversely affect our prospects. Competition for
qualified employees and personnel in the banking industry is intense and there are a limited number of qualified persons with
knowledge of, and experience in, the community banking industry where we conduct our business. The process of recruiting
personnel with the combination of skills and attributes required to carry out our strategies is often lengthy. Our success depends



to a significant degree upon our ability to attract and retain qualified management, loan origination, finance, administrative,
marketing and technical personnel and upon the continued contributions of our management and personnel. In particular, our
success has been and continues to be highly dependent upon the abilities of key executives, including our Chief Executive
Officer, Jeffrey J. Deuel, and certain other employees. The loss of key personnel could adversely affect our ability to
successfully conduct our business. Increasing scrutiny and evolving expectations from customers, 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 customers, 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 ESG 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. Risk Related to Holding Our Common Stock Our growth or future
losses may require us to raise additional capital in the future, but that capital may not be available when it is needed or the cost
of that capital may be very high; further, the resulting dilution of our equity may adversely affect the market price of our
common stock. We are required by federal and state regulatory authorities to maintain adequate levels of capital to support our
operations. At some point, we may need to raise additional capital to support our growth or replenish future losses. Our ability to
raise additional capital, if needed, will depend on conditions in the capital markets at that time, which are outside our control,
and on our financial condition and performance. Accordingly, we cannot make assurances we will be able to raise additional
capital, if needed, on terms that are acceptable to us or at all. If we cannot raise additional capital when needed, our ability to
further expand our operations through internal growth and acquisitions could be materially impaired and our financial condition
and liquidity could be materially and adversely affected. In addition, any additional capital we obtain may dilute result-in-the
difutierrof-the interests of existing holders of our common stock. Further, if we are unable to raise additional capital when
required by our bank regulators, we may be subject to adverse regulatory action. We rely on dividends from the Bank for
substantially all efour revenue at the holding company level. We are an entity separate and distinct from our subsidiary, the
Bank, and derive substantially all efour revenue at the holding company level in the form of dividends from that subsidiary.
Accordingly, we are, and will be, dependent upon dividends from the Bank to pay the principal of and interest on our
indebtedness, to satisfy our other cash needs and to pay dividends on our common stock. The Bank' s ability to pay dividends is
subject to its ability to earn net income and to meet certain regulatory requirements. In the event the Bank is unable to pay
dividends to us, we may not be able to pay dividends on our common stock. Also, our 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. 24



