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Our business exposes us to certain risks. Risks and uncertainties that management is not aware of or focused on may also
adversely affect our business and operation. The following is a discussion of the most significant risks and uncertainties that
may affect our business, financial condition and future results. Risks Related to Our Industry We are subject to extensive
regulation that could limit or restrict our activities and impose financial requirements or limitations on the conduct of our
business, and changes in the laws and regulations to which we are subject could adversely affect our profitability. We and our
bank subsidiary are subject to extensive federal and state regulation and supervision. As a registered bank holding company, we
are primarily regulated by the Federal Reserve Board. Our bank subsidiary is also primarily regulated by the Federal Reserve
Board and the Arkansas State Bank Department. Banking industry regulations are primarily intended to protect depositors’
funds, federal deposit insurance funds and the banking system as a whole, not security holders. Complying with such regulations
is costly and may limit our growth and restrict certain of our activities, including payment of dividends, mergers and
acquisitions, investments, loans and interest rates charged, interest rates paid on deposits and locations of offices. We are also
subject to capital requirements by our regulators. Violations of various laws, even if unintentional, may result in qigniﬁcant fines
or other penalties, including restrictions on branching or bank acquisitions. Congress and federal regulatory agencies continually
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fhefe-eeu}d—be-add-r&eﬁa-l-new—federal or state laws regulatlons and pohcleq feg&fd-rng—may contmue to be enacted and
implemented that could affect lending and funding practices and liquidity standards. Additionally, financial institution
regulatory agencies may continue have-intenstfied-thetrresponse-to aggressively scrutinize and address any concerns and
trends identified in examinations, including through the issuance of formal enforcement actions. Negative developments in the
financial services industry or other new legislation or regulations could adversely impact our operations and our financial
performance by subjecting us to additional costs, restricting our business operations, including our ability to originate or sell
loans, and / or increasing the ability of non- banks to offer competing financial services. As regulation of the banking industry
continues to evolve, we-expeetthe costs of compliance te-may continue to increase and, thus-in turn , te-adversely affect our
ability to operate profitably. In addition, industry, legislative or regulatory developments may cause us to materially change our
existing strategic direction, capital strategies, compensation or operating plans. Further, any changes to or repeal of existing
laws, regulations or policies relating to our business, as well as changes in interpretation, implementation or enforcement
of such laws, regulations or policies, could affect us in substantial and unpredictable ways. Among other impacts, the
repeal or revision of laws and regulations could necessitate that we implement new processes and procedures, which
could divert management time and attention from initiatives designed to grow the Company or enhance our
profitability. [f these-any such developments negatively impact our ability to implement our business strategies, it may have a
material adverse effect on our results of operations and future prospects. We are subject to heightened regulatory requirements as
our total assets exceed $ 10 billion. Because our total assets exceed $ 10 billion, we and our bank subsidiary are subject to
increased regulatory requirements. The Dodd- Frank Act and its implementing regulations impose various additional
requirements on bank holding companies with $ 10 billion or more in total assets. In addition, banks with $ 10 billion or more in
total assets , at present, are primarily examined by the CFPB with respect to various federal consumer financial protection laws
and regulations. Previously, our bank subsidiary had been subject to regulations adopted by the CFPB, but the Federal Reserve
was primarily responsible for examining our bank subsidiary’ s compliance with consumer protection laws and those CFPB
regulations. As a relatively new agency with evolving regulations and practices, the CFPB’ s examination and regulatory
authority , including its continued existence as a supervisory agency, has been and continues to be the subject of policy
debates and uncertainty among lawmakers and differing presidential administrations, and thus we cannot ascertain the impact, if
any, that future changes to or discontinuation of the CFPB may have on our business. Banks with assets in excess of $ 10
billion are subject to a deposit assessment based on a scorecard issued by the FDIC that considers, among other things, the bank’
s CAMELS rating, results of asset- related stress testing and funding- related stress, as well as our use of core deposits, among
other things. Depending on the results of the bank’ s performance under that scorecard, the total base assessment rate is between
2. 5 to 42 basis points. Any increase in our bank subsidiary’ s deposit insurance assessments may result in an increased expense
related to our use of deposits as a funding source. Additionally, banks with over $ 10 billion in total assets are no longer exempt
from the requirements of the Federal Reserve’ s rules on interchange transaction fees for debit cards. Our bank subsidiary is
limited to receiving only a “ reasonable ” interchange transaction fee for any debit card transactions processed using debit cards
issued by our bank subsidiary to our customers. The Federal Reserve has determined that it is unreasonable for a bank with more



than $ 10 billion in total assets to receive more than $ 0. 21 plus 5 basis points of the transaction plus a $ 0. 01 fraud adjustment
for an interchange transaction fee for debit card transactions. This limit in the amount of interchange fees we receive for
electronic debit interchange has the effect of reducing our revenues. Prior to becoming subject to the heightened regulatory
requirements, we hired additional compliance personnel and implemented structural initiatives to address these requirements.
While some of these requirements, such as annual stress testing, were eliminated by the-subsequently enacted reforms enaeted
#May2648-, our continued compliance with the remaining requirements and compliance with any additional requirements that
may be imposed in the future may necessitate that we hire additional compliance or other personnel, design and implement
additional internal controls, or incur other significant expenses, any of which could have a material adverse effect on our
business, financial condition or results of operations. Our regulators may also consider our compliance with these regulatory
requirements when examining our operations generally or considering any request for regulatory approval we may make, even
requests for approvals on unrelated matters. Difficult market and economic conditions may adversely affect our industry and our
business. Economic downturns historically have had a significant adverse impact on the banking industry, and particularly
community banks. Declines in the housing market, with falling home prices and increased delinquencies and foreclosures, can
negatively impact the credit performance of mortgage and construction loans and result in significant write- downs of assets by
financial institutions. Any reduced availability of commercial credit or periods of sustained higher unemployment can further
negatively impact the credit performance of commercial and consumer credit, resulting in additional write- downs. Any such
market conditions could cause commercial and consumer deficiencies, low customer confidence, market volatility and generally
sluggish business activity in our industry. Unlike larger financial institutions that are more geographically diversified, our
profitability depends primarily on the general economic conditions in our primary market areas. Local economic conditions have
a significant impact on our residential real estate, commercial real estate, construction, commercial and industrial and consumer
lending, including, the ability of borrowers to repay these loans and the value of the collateral securing these loans. Certain
economic indicators, such as real estate asset values, rents and unemployment, may vary between geographic markets and may
lag behind the overall economy. These economic indicators typically affect certain industries, such as real estate and financial
services, more significantly than other economic sectors. Additionally, our success significantly depends upon the growth in
population, income levels, deposits and housing starts in our markets. If the communities in which we operate do not grow or if
prevailing economic conditions deteriorate locally or nationally, our business may be adversely affected. We are less able than a
larger institution to spread the risks of unfavorable local economic conditions across a large number of diversified economies.
The adverse effects of any future economic downturn on us, our customers and the other financial institutions in our market may
result in increased foreclosures, delinquencies and customer bankruptcies as well as more restricted access to funds. Any such
negative events may have an adverse effect on our business, financial condition, results of operations and stock price . The
impacts of national or international...... condition, liquidity or results of operations . Our FDIC insurance premiums and
assessments could increase and result in higher noninterest expense. Our bank subsidiary’ s deposits are insured by the FDIC up
to legal limits, and accordingly, we are subject to FDIC deposit insurance assessments. As our bank subsidiary exceeds $ 10
billion in assets, we are subject to higher FDIC assessments. Our bank subsidiary’ s regular assessments are calculated under the
large bank pricing rule using its average consolidated total assets minus average tangible equity as well as by risk classification,
which includes regulatory capital levels. We are generally unable to control the amount and timetable for payment of premiums
that we are required to pay for FDIC insurance. There is no guarantee that our assessment rate will not increase in the future.
Additionally, if there is an increase in bank or financial institution failures or there is a future need to strengthen the DIF reserve
ratio, the FDIC may further revise the assessment rates or the risk- based assessment system. Such changes may require us to
pay higher FDIC premiums than our current levels, or the FDIC may charge additional special assessments, either of which
would increase our noninterest expense. Our profitability is vulnerable to interest rate fluctuations and monetary policy and
could be adversely affected by any future actions taken by the Federal Reserve Board to address tisintg-inflation or other
economic developments . Our results of operations are affected by the monetary policies of the Federal Reserve Board. Most of
our assets and liabilities are monetary in nature, and thus subject us to significant risks from changes in interest rates.
Consequently, our results of operations can be significantly affected by changes in interest rates and our ability to manage
interest rate risk. Changes in market interest rates, changes in the relationships between short- term and long- term market
interest rates, or changes in the relationship between different interest rate indices can affect the interest rates charged on
interest- earning assets differently than the interest paid on interest- bearing liabilities. This difference could result in an increase
in interest expense relative to interest income or a decrease in interest rate spread. In addition to affecting our profitability,
changes in interest rates can impact the valuation of our assets and liabilities. Changes in interest rates can also affect our
business and profitability in numerous other ways. For example, increases in interest rates can have a negative impact on our
results of operations by reducing loan demand and the ability of borrowers to repay their current obligations, while decreases in
interest rates may affect loan prepayments. In response to reeent-inflation and its affects on U. S. business and consumers, the
Federal Reserve Board implemented a series of cleven interest rate increases sitee-beginning in March 2022. However, in
response to recent slowmg inflation, -}t—ls—e*peefed—t-h&t—the Federal Reserve Board reduced will-beginrredueing-interest rates
seretime-three times in 2024. Future economic developments and the Federal Reserve Board’ s policies in response, however,
cannot be predicted with certainty. At this time, it is unknown how future action by the Federal Reserve Board involving
monetary policies will affect our business and the banking industry. There can be no assurance that any future actions by the
Federal Reserve Board involving monetary policies W111 not cause any of the adverse effects described above on our deposit
levels, loan demand or busmess and earnings ¥ y ; At-tre ;




adversely affect us, and we may incur losses on investments in other ﬁnan01al institutions. The financial system is highly
interrelated, including as a result of lending, trading, clearing, counterparty, and other relationships. We have exposure to and
routinely execute transactions with a wide variety of financial institutions, including brokers, dealers, commercial banks,
investment banks and other substantial participants. In addition, we currently hold and may in the future acquire additional
investments in the debt or equity securities of other financial institutions. Some of the institutions or other participants with
whom we transact business or in which we hold investments may experience instability due to financial challenges in the
banking industry or may be perceived to be unstable. If any of these institutions or participants were to fail in meeting its
obligations in full and on time, or were to enter bankruptcy, conservatorship, or receivership, the consequences could ripple
throughout the financial system and may adversely affect our business, results of operations, financial condition, or prospects.
Our investments in any such institutions could decline in value or become valueless, which could result in us incurring losses in
our investment portfolio that may have a materially adverse effect our operating results. Further, our stock price may be
negatively impacted by failures of other financial institutions and their effects on consumer and investor confidence, and we
may experience increased deposit insurance premiums, increased regulatory scrutiny and other adverse effects on our business,
profitability or financial condition as a result of these failures .The impacts of national or international pandemics could
materially and adversely affect our business,financial condition and results of operations.Our operations and those of our
customers and third- party service providers may be adversely affected by the widespread outbreak of contagious disease,
treluding-such as the COVID- 19 virus. The COVID- 19 pandemic disrupted U.S.and global supply chains and altered business
and economic conditions throughout the U.S.and globally.Its economic impacts lowered equity market valuations;created
significant volatility and disruption in financial markets;contributed to a decrease in the rates and yields on U.S.Treasury
securities;resulted in ratings downgrades,credit deterioration,and defaults in many industries;increased demands on capital and
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portfolios and increases in our allowance for credit losses.The extent to which any future outbreaks of the COVID- 19 virus or
other contagious diseases may impact general economic and business conditions is highly uncertain and unpredictable.As part of
these uncertainties,we could be subject to a number of risks,any of which could have a material,adverse effect on our
business,financial condition,liquidity,results of operations,and ability to execute our growth strategy.These risks include,but are
not limited to,increased loan losses or other impairments in our loan portfolios and increases in our allowance for loan
losses;further volatility in the valuation of real estate and other collateral supporting loans;impairment of our goodwill and our
financial assets;increased cost of capital;inability to satisfy our minimum regulatory capital ratios and other supervisory
requirements;or a downgrade in our credit ratings.We could also face an increased risk of governmental and regulatory scrutiny
as a result of the effects of a pandemic on market and economic conditions and actions governmental authorities take in
response to those conditions.Any such occurrence could have a significant adverse impact on our business,financial
condition,liquidity or results of operations . Risks Related to Our Business Our decisions regarding credit risk could be
inaccurate and our allowance for credit losses may be inadequate, which would materially and adversely affect us. Management
makes various assumptions and judgments about the collectability of our loan portfolio, including the creditworthiness of our
borrowers and the value of the real estate and other assets serving as collateral for the repayment of our secured loans. We
endeavor to maintain an allowance for credit losses that we consider adequate to absorb future losses that may occur in our loan
portfolio. As of December 31, 2823-2024 , our allowance for credit losses was approximately $ 288-275 . 2-9 million, or 2-1 . 88
87 % of our total loans. In determining the size of the allowance, we analyze our loan portfolio based on our historical loss
experience, volume and classification of loans, volume and trends in delinquencies and non- accruals, national and local
economic conditions, and other pertinent information. During the fourth quarter of 2024, we completed a company- wide
asset quality cleanup project, which resulted in net charge- offs for the quarter of $ 53. 4 million and a reduction in our
allowance for credit losses of $ 36. 7 million from $ 312. 6 million, or 2. 11 % of total loans, at September 30, 2024. The
reduction resulting from charge- offs was partially offset by a $ 16. 7 million provision for credit losses during the fourth
quarter related to Hurricanes Helene and Milton. However, no additional provision for credit losses on loans was
recorded for the quarter ended December 31, 2024, as the current level of reserves was considered adequate for the loan
portfolio. If our assumptions are incorrect, our current allowance may be insufficient to absorb future loan losses, and we may
determine that increased loan loss reserves may be needed to respond to different economic conditions or adverse
developments in our loan portfolio. When there is an economic downturn, it is more difficult for us to estimate the losses that
we will experience in our loan portfolio. In addition, federal and state regulators periodically review our allowance for credit
losses and may require us to increase our allowance for credit losses or recognize further loan charge- offs based on judgments
different than those of our management. Any increase in our allowance for credit losses or loan charge- offs could have a
negative effect on our operating results. Our high concentration of real estate loans and especially commercial real estate loans
exposes us to increased lending risk. As of December 31, 2623-2024 , approximately 7274 . 5-2 % of our total loan portfolio
was comprised of loans with real estate as a primary or secondary component of collateral. This includes commercial real estate
loans (excluding construction / land development) of § 5. 88-76 billion, or 48-39 . 8-1 % of total loans, construction / land
development loans of $ 2. 29-74 billion, or +5-18 . 9-5 % of total loans, and residential real estate loans of $ 2. 28-45 billion, or
14516 . 8-6 % of total loans. This high concentration of real estate loans could subject us to increased credit risk in the event of a




decrease in real estate values in our markets, a real estate recession or a natural disaster. Also, in any such event, our ability to
recover on defaulted loans by foreclosing and selling real estate collateral would be diminished, and we would be more likely to
suffer losses on defaulted loans. In addition to the risks associated with the high concentration of real estate- secured loans, the
commercial real estate and construction / land development loans, which comprised $56-57 . 76 % of our total loan portfolio as
of December 31, 2023-2024 , expose us to a greater risk of loss than our residential real estate loans, which comprised +5-16 . §
6 % of our total loan portfolio as of December 31, 2623-2024 . Commercial real estate and land development loans typically
involve larger loan balances to single borrowers or groups of related borrowers compared to residential loans. Consequently, an
adverse development with respect to one commercial loan or one credit relationship exposes us to a significantly greater risk of
loss compared to an adverse development with respect to one residential mortgage loan. The repayment of loans secured by
commercial real estate is typically dependent upon the successful operation of the related real estate or commercial project. If
the cash flows from the project are reduced, a borrower’ s ability to repay the loan may be impaired. This cash flow shortage
may result in the failure to make loan payments. In such cases, we may be compelled to modify the terms of the loan, or in the
most extreme cases, we may have to foreclose. If a decline in economic conditions or other issues cause difficulties for our
borrowers of these types of loans, if we fail to evaluate the credit of these loans accurately when we underwrite them or if we do
not continue to adequately monitor the performance of these loans, our lending portfolio could experience delinquencies,
defaults and credit losses that could have a material adverse effect on our business, financial condition or results of operations.
Our geographic concentration of banking activities and loan portfolio makes us more vulnerable to adverse conditions in our
local markets. Our bank subsidiary operates through branch locations in Arkansas, Florida, Texas, Alabama and New York City
and loan production offices in Los Angeles, California, Dallas, Texas, Miami, Florida, Chesapeake, Virginia and Baltimore,
Maryland. However, approximately 79. 8§ % of our total loans and 84-83 . 6-7 % of our real estate loans as of December 31,
2023-2024 , are to borrowers whose collateral is located in Arkansas, Florida, Texas, Alabama and New York, the states in
which the Company has its branch locations. An adverse development with respect to the market conditions of any of these
specific market areas or a decrease in real estate values in those market areas could expose us to a greater risk of loss than a
portfolio that is spread among a larger geographic base. If the value of real estate were to deteriorate, a significant portion of our
loans could become under- collateralized, which could have a material adverse effect on us. As of December 31, 2023-2024 ,
approximately #2-74 . 5-2 % of our total loans were secured by real estate. In prior years, difficult local economic conditions
have adversely affected the values of our real estate collateral, and they could do so again if the economic conditions markets
were to deteriorate in the future. The real estate collateral in each case provides an alternate source of repayment on our loans in
the event of default by the borrower but may deteriorate in value during the time credit is extended. If we are required to
liquidate the collateral securing a loan to satisfy the debt during a period of reduced real estate values, our earnings and capital
could be adversely affected. Because we have a concentration of exposure to a number of individual borrowers, a significant loss
on any of those loans could materially and adversely affect us. We have a concentration of exposure to a number of individual
borrowers. Under applicable law, our bank subsidiary is generally permitted to make loans to one borrowing relationship up to
20 % of its Tier 1 capital plus the allowance for credit losses. As of December 31, 2623-2024 , the legal lending limit of our
bank subsidiary for secured loans was approximately $ 556-576 . -1 million. Our board of directors has established an in- house
lending limit of $ 40. 0 million to any one borrowing relationship without obtaining the approval of #we-efthe follewing-eur
Chairman, John W. Allison, and our Vice Chairman, Jack E. Engelkes jer-otr-direetorRichard-H—Ashtey-. As of December 31,
2023-2024 , we had a total of $ 6-7 . 93-54 billion, or 48-51 . 1 % of our total loans, committed to the aggregate group of
borrowers whose total debt exceeds the established in- house lending limit of $ 40. 0 million. Our cost of funds may increase as
a result of general economic conditions, interest rates and competitive pressures. Our cost of funds may increase as a result of
general economic conditions, interest rates and competitive pressures. We have traditionally obtained funds principally through
local deposits, and we have a base of lower cost transaction deposits. Generally, we believe local deposits are a more stable
source of funds than other borrowings because interest rates paid for local deposits are typically lower than interest rates
charged for borrowings from other institutional lenders. In addition, local deposits reflect a mix of transaction and time deposits,
whereas brokered deposits typically are less stable time deposits, which may need to be replaced with higher cost funds. Our
costs of funds and our profitability and liquidity are likely to be adversely affected if and to the extent we must rely upon higher
cost borrowings from other institutional lenders or brokers to fund loan demand or liquidity needs, and changes in our deposit
mix and growth could adversely affect our profitability and the ability to expand our loan portfolio. The loss of key employees
may materially and adversely affect us. Our success depends significantly on our Chairman, Chief Executive Officer and
President, John W. Allison, and our executive officers, especially Brian S. Davis, J. Stephen Tipton and Kevin D. Hester plus
Centennial Bank Chairman, €hiefExeeutive-Offieer-and-Prestdent-1racy M. French, as well as other key Centennial Bank
personnel. Centennial Bank, in particular, relies heavily on its management team’ s relationships in its local communities to
generate business. The loss of services from a member of our current management team may materially and adversely affect our
business, financial condition, results of operations and future prospects. The value of securities in our investment portfolio may
decline in the future. As of December 31, 2623-2024 , we owned $ 3. 5107 billion of available- for- sale investment securities.
The fair value of our available- for- sale investment securities may be adversely affected by market conditions, including
changes in interest rates, and the occurrence of any events adversely affecting the issuer of particular securities in our
investments portfolio. We evaluate all securities quarterly to determine if any securities in a loss position requires a provision for
credit losses in accordance with ASC 326, Measurement of Credit Losses on Financial Instruments. The Company first assesses
whether it intends to sell or is more likely than not that the Company will be required to sell the security before recovery of its
amortized cost basis. If either of the criteria regarding intent or requirement to sell is met, the security’ s amortized cost basis is
written down to fair value through income. For securities that do not meet these criteria, the Company evaluates whether the
decline in fair value has resulted from credit losses or other factors. In making this assessment, the Company considers the



extent to which fair value is less than amortized cost, and changes to the rating of the security by a rating agency, and adverse
conditions specifically related to the security, among other factors. If this assessment indicates that a credit loss exists, the
present value of cash flows expected to be collected from the security are compared to the amortized cost basis of the security.
If the present value of cash flows expected to be collected is less than the amortized cost basis, a credit loss exists and an
allowance for credit losses is recorded for the credit loss, limited by the amount that the fair value is less than the amortized cost
basis. Any impairment that has not been recorded through an allowance for credit losses is recognized in other comprehensive
income. Changes in the allowance for credit losses are recorded as provision for (or reversal of) credit loss expense. Losses are
charged against the allowance when management believes the uncollectability of a security is confirmed or when either of the
criteria regarding intent or requirement to sell is met. Because of changing economic and market conditions affecting issuers, we
may be required to record provisions for credit losses in future periods, which could have a material adverse effect on our
business, financial condition or results of operations. As of December 31, 2623-2024 , we owned $ 1. 28 billion of held- to-
maturity investment securities. Securities held- to- maturity (" HTM"), which include any security for which we have the
positive intent and ability to hold until maturity, are reported at historical cost adjusted for amortization of premiums and
accretion of discounts. Premiums and discounts are amortized / accreted to the call date to interest income using the constant
effective yield method over the estimated life of the security. The Company evaluates all securities quarterly to determine if any
securities in a loss position require a provision for credit losses in accordance with ASC 326. The Company measures expected
credit losses on HTM securities on a collective basis by major security type, with each type sharing similar risk characteristics.
The estimate of expected credit losses considers historical credit loss information that is adjusted for current conditions and
reasonable and supportable forecasts. The Company has made the election to exclude accrued interest receivable on HTM
securities from the estimate of credit losses and report accrued interest separately on the consolidated balance sheets. Changes in
the allowance for credit losses are recorded as provision for (or reversal of) credit loss expense. Losses are charged against the
allowance when management believes the uncollectability of a security is confirmed. Because of changing economic and market
conditions affecting issuers, we may be required to record provisions for credit losses in future periods, which could have a
material adverse effect on our business, financial condition or results of operations. Our recent results do not indicate our future
results and may not provide guidance to assess the risk of an investment in our common stock. We are unlikely to sustain our
historical rate of growth and may not even be able to expand our business at all. Further, our growth in prior years may distort
some of our historical financial ratios and statistics. Various factors, such as economic conditions, regulatory and legislative
considerations and competition, may also impede or prohibit our ability to expand our market presence. If we are not able to
successfully grow our business, our financial condition and results of operations could be adversely affected. We may not be
able to raise the additional capital we need to grow and, as a result, our ability to expand our operations could be materially
impaired. Federal and state regulatory authorities require us and our bank subsidiary to maintain adequate levels of capital to
support our operations. While we believe that our existing capital (which well exceeds the federal and state capital
requirements) will be sufficient to support our current operations, anticipated expansion and potential acquisitions, factors such
as faster than anticipated growth, reduced earnings levels, operating losses, changes in economic conditions, revisions in
regulatory requirements, or additional acquisition opportunities may lead us to seek additional capital. Our ability to raise
additional capital, if needed, will depend on our financial performance and on conditions in the capital markets at that time,
which are outside our control. If we need additional capital but cannot raise it on terms acceptable to us, our ability to expand
our operations could be materially impaired, our business, financial condition, results of operations and prospects may be
adversely affected, and our stock price may decline. Our growth and expansion strategy may not be successful, and our market
value and profitability may suffer. Growth through the acquisition of banks or specific bank assets or liabilities, including FDIC-
assisted transactions, and-de-novo-branchingrepresentrepresents an important eempenents— component of our business
strategy. Bank acquisitions are subject to regulatory approval, and we cannot assure that we will be able to obtain approval for a
proposed acquisition in a timely manner or at all. Any future acquisitions we might make will also be accompanied by other
risks commonly encountered in acquisitions. These risks include, among other things: * credit risk associated with the acquired
bank’ s loans and investments; * the use of inaccurate estimates and judgments to evaluate credit, operations, management and
market risks with respect to the target institution or assets; ¢ the potential exposure to unknown or contingent liabilities related to
the acquisition; « the time and expense required to integrate an acquisition; « the effectiveness of integrating operations,
personnel and customers; ¢ risks of impairment to goodwill or other than temporary impairment; and ¢ potential disruption of our
ongoing business. We expect that competition for suitable acquisition candidates may be significant. We may compete with
other banks or financial service companies with similar acquisition strategies, many of which are larger and have greater
financial and other resources. We cannot assure you that we will be able to successfully identify and acquire suitable acquisition
targets on acceptable terms and conditions. We may continue to have opportunities from time to time to acquire the assets and
liabilities of failed banks in FDIC- assisted transactions. These acquisitions involve risks similar to acquiring existing banks even
though the FDIC might provide assistance to mitigate certain risks such as sharing in exposure to loan losses and providing
indemnification against certain liabilities of the failed institution. However, because these acquisitions are structured in a manner
that would not allow us the time normally associated with preparing for integration of an acquired institution, we may face
additional risks in FDIC- assisted transactions. These risks include, among other things, the loss of customers, strain on
management resources related to collection and management of problem loans and problems related to integration of personnel
and operating systems. In addition to the acquisition of existing financial institutions or their assets or liabilities, as opportunities
arise, we may alse grow through de novo branching. De novo branching, and any acquisition carry with them numerous risks,
including the following: « the inability to obtain all required regulatory approvals; « the significant upfront costs and anticipated
operating losses associated with establishing a de novo branch or a new bank; ¢ the inability to secure the services of qualified
senior management; * the local market receptivity for branches established or banks acquired outside of those markets in which



we currently maintain a material presence; ¢ the local economic conditions within the market to be served by the de novo branch
or new bank; ¢ the inability to obtain attractive locations within a new market at a reasonable cost; and ¢ the additional strain on
management resources and internal systems and controls. We cannot assure that we will be successful in overcoming these risks
or any other problems encountered in connection with acquisitions (including FDIC- assisted transactions) and de novo
branching. Our inability to overcome these risks could have an adverse effect on our ability to achieve our business strategy and
maintain our market value and profitability. If we acquire additional banks or bank assets in the future, there may be
undiscovered risks or losses associated with such acquisitions which would have a negative impact upon our future income. Our
growth strategy includes strategic acquisitions of banks or bank assets. We have acquired 23 banks since we started our first
subsidiary bank in 1999 1nclud1ng a total of 18 banks since 2010 We eompleted-the-aequisition-of Happy Baneshares;

A wre-will continue to consider future strategic acquisitions,
with a primary focus on Texas Arkansas Florida, Alabama and other nearby markets. In most cases, our acquisition of a bank
includes the acquisition of all or a substantial portion of the target bank’ s assets and liabilities, including all or a substantial
portion of its loan portfolio, although we have in the past acquired and may in the future acquire specific lending divisions or
loan portfolios. There may be instances when we, under our normal operating procedures, may find after the acquisition that
there may be additional losses or undisclosed liabilities with respect to the assets and liabilities of the target bank, and, with
respect to its loan portfolio, that the ability of a borrower to repay a loan may have become impaired, the quality of the value of
the collateral securing a loan may fall below our standards, or our determination of the fair value of any such loan may be
inadequate. One or more of these factors might cause us to have additional losses or liabilities, additional loan charge- offs, or
increases in our allowance for credit losses, which would have a negative impact upon our financial condition and results of
operations. If the goodwill that we may record or have recorded in connection with a business acquisition becomes impaired, it
could require charges to earnings. When we acquire a business, a portion of the purchase price of the acquisition is generally
allocated to goodwill and other identifiable intangible assets. The amount of the purchase price that is allocated to goodwill and
other intangible assets is determined by the excess of the purchase price over the net identifiable assets acquired. At December
31,2023-2024 , our goodwill and other identifiable intangible assets were $ 1. 4544 billion. Under current accounting standards,
if we determine goodwill or intangible assets are impaired because, for example, the acquired business does not meet projected
revenue targets or certain key employees leave, we are required to write down the carrying value of these assets. We conduct a
review at least annually to determine whether goodwill is impaired. Our annual goodwill impairment evaluation performed
during the fourth quarter of 2623-2024 indicated no impairment of goodwill for our reporting segments. We cannot provide
assurance, however, that we will not be required to take an impairment charge in the future. Any impairment charge would have
an adverse effect on our shareholders’ equity and financial results and could cause a decline in our stock price. Competition
from other financial institutions and financial service providers may adversely affect our profitability. We face substantial
competition in all phases of our operations from a variety of different competitors. We experience strong competition, not only
from commercial banks, savings and loan associations and credit unions, but also from mortgage banking firms, consumer
finance companies, securities brokerage firms, insurance companies, money market funds and other financial services providers
operating in or near our market areas. We compete with these institutions both in attracting deposits and in making loans. Many
of our competitors are much larger national and regional financial institutions. We may face a competitive disadvantage against
them as a result of our smaller size and resources and our lack of geographic diversification. Due to their size, larger competitors
can achieve economies of scale and may offer a broader range of products and services or more attractive pricing than us. If we
are unable to offer competitive products and services, our business may be negatively affected. Many of our competitors are not
subject to the same degree of regulation that we are as an FDIC- insured institution, which gives them greater operating
flexibility and reduces their expenses relative to ours. As a result, these non- bank competitors have certain advantages over us
in accessing funding and in providing various services. We also compete against community banks that have strong local ties.
These smaller institutions are likely to cater to the same small and mid- sized businesses that we target and to use a relationship-
based approach similar to ours. In addition, our competitors may seek to gain market share by pricing below the current market
rates for loans and paying higher rates for deposits. The banking business in our primary market areas is very competitive, and
the level of competition facing us may increase further, which may limit our asset growth and financial results. We continually
encounter technological change, and we may have fewer resources than many of our competitors to continue to invest in
technological improvements and innovations. The financial services industry continues to undergo rapid technological changes,
including the development and use of artificial intelligence (" AI"). Frequent introductions of new technology- driven products
and services, including innovative ways that customers can make payments or manage their accounts, such as through the use of
digital wallets or digital currencies, are continually occurring. In addition to better serving customers, effective use of
technology increases efficiency and enables financial institutions to reduce costs. Our future success will depend, in part, 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 to create additional efficiencies in our operations. New and evolving Al use, including
generative Al, may make us susceptible to uncertain risks and may require additional investment to develop responsible use
frameworks. Many of our competitors have substantially greater resources to invest in technological improvements. We may not
be able to effectively implement new technology- driven products and services or be successful in marketing these products and
services to our clients, which may adversely affect our results of operations and future prospects. A failure in or breach of our
operational or security systems, or those of our third- party service providers, including as a result of cyber- attacks, could
disrupt our business, result in unintentional disclosure or misuse of confidential or proprietary information, damage our
reputation, increase our costs and cause losses. As a financial institution, our operations rely heavily on the secure processing,
storage and transmission of confidential and other information on our computer systems and networks. Any failure, interruption
or breach in security or operational integrity of these systems could result in failures or disruptions in our online banking system,




customer relationship management, general ledger, deposit and loan servicing and other systems. The security and integrity of
our systems are increasingly threatened by a variety of interruptions or information security breaches, including those caused by
computer hacking, cyber- attacks, electronic fraudulent activity or attempted theft of financial assets. Our information systems
have from time to time experienced such interruptions er-and breaches despite our best efforts to prevent them. We cannot
assure you that any future failures, interruption or security breaches will not occur, or if they do occur that they will be
adequately addressed, or that any such events that have occurred or may occur in the future will not result in material harm to
our business, operations, reputation or profitability. While we have certain protective policies and procedures in place, the nature
and sophistication of the threats continue to evolve. We may be required to expend significant additional resources in the future
to modify and enhance our protective measures. Additionally, we face the risk of operational disruption, failure, termination or
capacity constraints of any of the third parties that facilitate our business activities, including exchanges, clearing agents,
clearing houses or other financial intermediaries. Such parties could also be the source of an attack on, or breach of, our
operational systems. Any failures, interruptions or security breaches in our information systems could damage our reputation,
result in a loss of customer business, result in a violation of privacy or other laws, or expose us to civil litigation, regulatory fines
or losses not covered by insurance. We may incur losses as a result of unforeseen or catastrophic events, including extreme
weather events or other natural disasters. As illustrated Hrreeent-years-by the tmpaet-impacts of Hurricanes Helene Miehaeltan
and 1dalia-Milton this past year, our markets in Alabama and Florida, like other coastal areas, are susceptible to hurricanes and
tropical storms. Such weather events can disrupt our operations, result in damage to our properties and negatively affect the
local economies in which we operate. We cannot predict whether or to what extent damage that may be caused by future
unforeseen catastrophic events, including hurricanes, other extreme weather events and natural disasters, will affect our
operations or the economies in our market areas, but such events could result in a decline in loan originations, a decline in the
value or destruction of properties or other collateral securing our loans and an increase in the delinquencies, foreclosures and
loan losses. Our business or results of operations may be adversely affected by these and other negative effects of such events.
We may incur environmental liabilities with respect to properties to which we take title. A significant portion of our loan
portfolio is secured by real property. In the course of our business, we may own or foreclose and take title to real estate and
could become subject to environmental liabilities with respect to these properties. In addition, we acquire branches and real
estate in connection with our acquisitions of banks. We may become responsible to a governmental agency or third parties for
property damage, personal injury, investigation and clean- up costs incurred by those 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 environmental investigation or remediation activities could be substantial. If we were to become
subject to significant environmental liabilities, it could have a material adverse effect on our results of operations and financial
condition. Our operations could be interrupted if certain external vendors on which we rely experience difficulty, terminate their
services or fail to comply with banking laws and regulations. We depend to a significant extent on relationships with third party
service providers. Specifically, we utilize third- party core banking services and receive credit card and debit card services,
branch capture services, Internet banking services and services complementary to our banking products from various third- party
service providers. If these third- party service providers experience difficulties or terminate their services and we are unable to
replace them with other service providers, our operations could be interrupted. It may be difficult for us to replace some of our
third- party vendors, particularly vendors providing our core banking, credit card and debit card services, in a timely manner if
they were unwilling or unable to provide us with these services in the future for any reason. If an interruption were to continue
for a significant period of time, it could have a material adverse effect on our business, financial condition or results of
operations. Even if we are able to replace them, it may be at higher cost to us, which could have a material adverse effect on our
business, financial condition or results of operations. In addition, if a third- party provider fails to provide the services we
require, fails to meet contractual requirements, such as compliance with applicable laws and regulations, or suffers a cyber-
attack or other security breach, our business could suffer economic and reputational harm that could have a material adverse
effect on our business, financial condition or results of operations. Our earnings could be adversely impacted by incidences of
fraud and compliance failure. Financial institutions are inherently exposed to fraud risk. A fraud can be perpetrated by a
customer of our bank subsidiary, an employee, a vendor, or members of the general public. We are most subject to fraud and
compliance risk in connection with the origination of loans, ACH transactions, wire transactions, ATM transactions, and
checking transactions. Our largest fraud risk, associated with the origination of loans, includes the intentional misstatement of
information in property appraisals or other underwriting documentation provided to us by third parties. Compliance risk is the
risk that loans are not originated in compliance with applicable laws and regulations and our standards. There can be no
assurance that we can prevent or detect acts of fraud or violation of law or our compliance standards by the third parties that we
deal with. Repeated incidences of fraud or compliance failures would adversely impact the performance of our loan portfolio.
Risks Related to Owning Our Stock The rights of our common shareholders are subordinate to the holders of any debt securities
that we may issue from time to time and may be subordinate to the holders of any series of preferred stock that may issue in the
future. We currently have outstanding OnJantary 18,2022 wweissted-$ 300. 0 million of 3. 125 % fixed- to- floating rate
subordinated notes, which mature in 2032, and en-Apri;2022;-the-Company-aequired-5 140. 0 million of subordinated notes
fremHappy-, which mature in 2030 and carry a fixed rate of 5. 500 % for the first five years. Thereafter, the notes bear interest
at 3- month Secured Overnight Funding Rate (SOFR) plus 5. 345 %, resetting quarterly. Because these subordinated notes are
senior to our shares of common stock, in the event of our bankruptcy, dissolution or liquidation, the holders of any such
subordinated notes then outstanding must be satisfied before any distributions can be made to the holders of our common stock.
Our board of directors has the authority to issue in the aggregate up to 5, 500, 000 shares of preferred stock, and to incur senior
or subordinated indebtedness, generally without shareholder approval. Our preferred stock could be issued with voting,
liquidation, dividend and other rights that may be superior to the rights of our common stock. In addition, like our outstanding



subordinated debentures, any future indebtedness that we incur would be expected to be senior to our common stock with
respect to payment upon liquidation, dissolution or winding up. Accordingly, common shareholders bear the risk that our future
issuances of debt or equity securities or our incurrence of other borrowings will negatively affect the market price of our
common stock. We may be unable to, or choose not to, pay dividends on our common stock. Although we have paid a quarterly
dividend on our common stock since 2003 and expect to continue this practice, we cannot assure you of our ability to continue.
Our ability to pay dividends depends on the following factors, among others: « We may not have sufficient earnings since our
primary source of income, the payment of dividends to us by our bank subsidiary, is subject to federal and state laws that limit
the ability of that bank to pay dividends. ¢ Federal Reserve Board policy requires bank holding companies to pay cash dividends
on common stock only out of net income available over the past year and only if prospective earnings retention is consistent
with the organization’ s expected future needs and financial condition. * Before dividends may be paid on our common stock in
any year, payments must be made on our subordinated debentures. « Our board of directors may determine that, even though
funds are available for dividend payments, retaining the funds for internal uses, such as expansion of our operations, is a better
strategy. If we fail to pay dividends, capital appreciation, if any, of our common stock may be the sole opportunity for gains on
an investment in our common stock. In addition, in the event our bank subsidiary becomes unable, due to regulatory restrictions,
capital planning needs or otherwise, to pay dividends to us, we may not be able to service our debt, pay our other obligations or
pay dividends on our common stock. Accordingly, our inability to receive dividends from our bank subsidiary could also have a
material adverse effect on our business, financial condition and results of operations and the value of your investment in our
common stock.



