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Our business, financial condition and results of operations are subject to various risks, including those discussed below. The
risks discussed below are those that we believe are the most significant risks, although additional risks not presently known to us
or that we currently deem less significant may also materially and adversely affect our business, financial condition and results
of operations ;-pethaps-matertally-. Summary of Risk Factors Risks Related to Our Operations e Interruptions, cyberattacks,
fraud and other security breaches e Difficulties from our third- party providers e Failure to attract and retain well-
qualified directors, management and other skilled professionals ® The soundness of other financial institutions e Failure
of our risk management framework e Team member misconduct e Inaccurate information provided to us by clients or
counterparties ¢ Environmental, social and governance practices ® Severe weather, natural disasters, pandemics, acts of
war or terrorlsm, soclal unrest and other external events RlSkS Related to Our Busmess O—U-&fa-vefab}e—geﬂefa-l-busmess;

G@%%B-—H—paﬂdeﬁne— (Jeog,raphle concentrdtlon in the (Jreatel San FIdnClS(,O Bay Arca e Meﬂefaﬁ'—pe-l-tetes—&ﬂd—Fallure to
malntaln a favorable fegu}aﬁew reputatlon w1th our chents and communities e-Competition-for-etstomer-deposits-o

stey-Risks Related to Our Loans e Negative changes #rthe
eeeﬁeﬁay—dﬁeetmo Ieal estate values and llquldlty ° Rlsks involved with land and construction aneHand-development loans e
Increased scrutiny by regulators of commercial real estate concentrations @ Unreliability of loan appraisals used in real property
loan decisions ® Commercial loans are more sensitive to the borrower’ s successful operations or property development @ Small
and medium business loans are subject to greater risks from adverse business developments e-Underwriting-eriteria-and
practices-may-notprevent-poortoanperformanee-Risks Related to Our SBA Loan Program e Dependence on U. S. federal
government SBA loan plogram ° Reeogmtlon of gains on sale of loans and servicing asset valuations reflect Celtam
assumptions we use ; G ;

assets-require-management-time-toresolve-and-ean-affeet-our-finane The allowance 1 f01 Cledlt losses on loans may be

msumment Nonperformmg assets Reat-estate-market-volatiity may -have-an
can adverse-effeet-affect on-dispesition-ofotherreal-estate-owned-our financial results and require management time to

resolve e Exposure to environmental liabilities on foreclosed real estate collateral Risks Related to our Growth Strategy
Geﬂefa-l—ﬂsks—Rlsks associated with aequlsmons mcludms, av dlldblllty 01‘ suitable targets and integration risks e-DPilution-affeet
A RS-0 Impalrment of the goodwill recorded from an
t Managing our branch growth strategy e
Mdndgmg risks of adding new lines of busmess and new products Rlsks Related to Our Financial Strength and Liquidity e
Actual or perceived reduction in our financial strength e Increased challenges in credit markets ® Fluctuations in interest
rates may reduce net income and inereased-ehallenges-inereditmarkets-impact our business o Failure to maintain effective
internal controls over financial reporting e Significant deferred tax assets may not be fully realized  Unrealized losses
on our securities portfolio, particularly from the impact of increased interest rates on our securities available- for- sale portfolio
e Adverse changes in credit ratings e Liquidity risks, particularly from limited access to lines of credit, deposits, and other
traditional forms of funding Risks Reldted to Our C dpltdl ° M01e stringent capltal quunements RlSkS Related to Our Legal
and Regulatory Environment o Rai beyo
Complexity and scope of regulatory 0vers1ght and the costs of managmg compllance with applncable laws and regulations
e Changes in accounting standards Oursteeess-depends-on-the-skills-and-retentionof our-managemen o Competition
Litigation, regulatory actions, investigations -fer—~ or 51mllar matters, could sub]ect us skrl-}ed-aﬁd-expeﬂerteed—maﬁagemeﬂt-
level-andsentorlevelemployeesRisks Related-to Our-uninsured liabilities and Reputatierrreputational harm and otherwise

materially affect our business, financial condition and results of epefaﬁeﬁs—operatlons . ® Costs and rlsks assoclated
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our common stock is not an insured deposit e Velatite-tradingpriee-Dilution affect resulting from the issuance of eur
common steek29--- stock consideration for acquisitions e Limited trading volume e Volatile trading price of our common
stock e Dividends may change without notice and payment thereof is subject to restrictions e Limitations on director

liability for monetary damages for failure to exercise their fiduciary duty e Petential-diuttonfrom-issuanee-ofaddittonal-equity

seeurities-o-Issuance of preferred stock which may have rights and preferences over our common stock ® Holders of Faiure-to
satisfy-our debt obligations may have rights and preferences over holders underoursubordinated-notes-wounld-preetude-the
payment-of dividends-our common stock e Our charter documents and California law may have an anti- takeover effect
limiting changes of controlRisks Relating to Our BustnessOur-OperationsInterruptions, cyberattacks, fraudulent activity or
other securlty breaches may have a material adverse effect on our Business-business or-be difficult to replace. teadership
Leadership changes will occur from time to time,and we cannot always-antteipate-predict whether significant resignations
w1ll oceur or whether eeﬂtfel—the—&mrﬂg—e%&tese—ehanges—&mrl&rly—\& e w1ll e&nﬁet—e—ffeﬁassttf&ﬂee—t-hﬂ-t—we—wetﬁd—be abl eto

financial services and bankmg industry is intense,which means the cost of hnmg,paymg incentives and 1etdmmg skllled
personnel may continue to increase. We need to continue to attract and retain key personnel and to recruit qualified
individuals to succeed existing key personnel to ensure the continued growth and successful operation of our business.
Our ability to effectively compete effeetively-for senior executives and other qualified teadership-personnel by offering
competitive compensation and benefit arrangements may increase our potential costs eompensation-and-administrative
expenses-and may be restricted by applicable banking laws and regulations.The loss of the services of any direeters-senior
executive or other key personnel,or the inability to recruit and retain qualified personnel in the future,could could be adversely
affected by unfaverable-economte-the deterioration of other financial institutions or the financial service industry’ s
reputation. Our ability to engage in routine funding transactions could be adversely affected by the actions and
commercial soundness of other financial institutions. Financial services companies are interrelated as a result of trading,
clearing, counterparty and other relationships. We have exposure to different industries and counterparties, and
through transactions with counterparties in the financial services industry, including brokers and dealers, commercial
banks, investment banks and other institutional clients. As a result, defaults by, or even rumors or questions about, one
or more financial services companies, or the ﬁnancnal serv1ces 1ndustry generally, have led to mmket eeﬁd-rtreﬁs—euf
bttsrness— w1de llquldlty problems and epers v b d-ceo ;

ould lead to losses or defaults by us or by
dit-quali G o-borrow P ih | as redueed
demand-impact the tradlng prlces of our common stock These losses fei“ or t-he—pfeduets—defaults could have a material
adverse effect on our business, financial condition and results of operations. The 2023 high- profile bank failures of
Silicon Valley Bank, Signature Bank and First Republic have generated significant market volatility among publicly
traded bank holding companies. These market developments have negatively impacted client confidence in the safety
and soundness in the financial services we-industry, which persisted throughout 2024. We cannot offer —Fhese-eeonemie
assurances that the risks underlying negative publicity and public opinion have ameliorated or that adverse media

storles, other bank fallures, or geopohtlcal and market condmons fn—ﬂ&e—ﬁn&netal—sewrees—mdﬂsfryﬂﬁreﬁms—pefmﬁed-inte

Condltlons Partly as a result of these Condmom some community and Ieuondl bank deposnms have chosen to place their
deposits with larger financial institutions or to invest in higher yielding short- term fixed income securities,all of which have
unfavorably affected,and may continue to materially adversely impact our liquidity,cost of funding,loan funding capacity,net
interest margin,capital,and results of operations.In connection with high- profile bank failures,uncertainty and concern
has been,and may be in the future,compounded by advances in technology that increase the speed at which deposits can
arise-suddenty-be moved . as dicd-well as the speed and reach of media attention, including social media, and its ability to
disseminate concerns or rumors, in each case potentially exacerbating liquidity concerns. Further, any current or future
measures announced by the Department of the Treasury, the Federal Reserve, and the Federal Deposit Insurance
Corporation (“ FDIC ) intended to reassure depositors of the availability of the-their deposits may not be successful in
restoring client confidence in the banking system.Events such as these may also result in potentially adverse changes to
laws or regulations governing banks and bank holding companies or result in the imposition of restrictions through
superv 1501y or enfowement activities, mdudms_ hlgher Cdpltdl 1equ1rements W thh could hav e a material nnpad on our business

leve%s—er—te—tssue—&éd-rt—tenal—speeral—assessmeﬁfs— ()Lll rlsk mandvement hdme\\ ork may not be etfectl\ e in mitigating risks and /

or losses to us.Our risk management framework is comprised of various processes,systems and strategies,and is designed to
manage the types of risk to which we are subject,including,among others,credit,market,liquidity,interest rate and
compliance.Our risk management framework may not be effective under all circumstances and may not adequately mitigate any
risk or loss te-us-If our llSk management framew ork is not effective, we could suffer unexpeeted losses and our
business,financial d G d e - sfinanetal-condition and
results of operations could be materlally and adversely affected Empleyee—We may also be subject to potentially adverse
regulatory consequences.20Team member misconduct could expose us to significant legal liability and reputational harm.We
are vulnerable to reputational harm because we operate in an industry in which integrity and the confidence of our eustemers

clients arc of critical importance. Gur-employees-eonld-engage-in-Conduct by our team members that reflects




fraudulent,illegal,wrongful or suspicious activities, and-+or aetivittes-they act in a manner that resslting-results in consumer
harm that-;may adversely affeets— affect our eastomers-clients and / or our business.The precautions we take to detect and
prevent such misconduct may not always be effective and could result in regulatory sanctions and / or penalties, eriminal or
civil penalties and, serious harm to our reputation,financial condition, eustomer-client relationships,team member
relationships and ability to attract new eustomers-clients .In addition,improper use or disclosure of confidential information by
ur empleyees-team members .cven if inadvertent,could result in serious harm to our reputation,financial condition and current
and future business relationships.If our internal controls against operational risks fail to prevent or detect an occurrence of such
employee-team member error or misconduct,or if any resulting loss is not insured or exceeds applicable insurance limits, it
could have a material adverse effect on our business,financial condition and results of operations.We depend on the accuracy
and completeness of information provided by eustomers-clients and counterparties and any misrepresented information could
adversely affect our business,financial condition and results of operations.In deciding whether to extend credit or to enter into
other transactions with eustemers-clients and counterparties,we may rely on information furnished to us by or on behalf of
eustomers-clients and counterparties,including financial statements and other financial information.Some of the information
regarding eustemers-clients provided to us is also used in our proprietary credit decision making and scoring models,which we
use to determine whether to do business with eustemers-and-clients,Further, the risk profiles of such clients may eustomers
swhteh-are-subsequently be utilized by counterparties who may lend us capital to fund our operations. We may also rely on
representations of eustemers-clients and counterparties as to the accuracy and completeness of that information.In deciding
whether to extend credit,we may rely upon our eustemers-clients ’ representations that their financial statements conform to
stated GenerallyAceepted-Aeeounting-accounting Prineiptes-principles “GAAPH-and present fairly,in all material
respects,the financial condition,results of operations and cash flows of the eusterer-client . We also may rely on eustemer-client
representations and certifications,or other audit or accountants’ reports,with respect to the business and financial condition of
our eustomers-clients Whethel a mlsreplesentatlon is made by the apphcant another third palty or one of our eﬂap-}eyees-team

misrepresentation. We may not detect all mlsrepresented information in our originations or from service providers we engage to
assist in the approval process.Any such misrepresented information could have a material adverse effect on our
business,financial condition and results of eperationsinereasing-operations.Increasing scrutiny and evolving expectations from
eustomers-clients ,regulators,investors,and other stakeholders with respect to our environmental,social and governance practices
may impose additional costs on us or expose us to new or additional risks.Companies are facing increasing scrutiny from
eustomers-clients ,regulators,investors,and other stakeholders related to their environmental,social and governance ( +* ESG £
) practices and disclosure.Investor advocacy groups,investment funds and influential investors are also increasingly focused on
these practices,especially as they relate to the environment,health and safety,diversity,labor conditions and human
rights.Increased ESG- related compliance costs for us as well as among our suppliers,vendors and various other parties within
our supply chain could result in increases to our overall operational costs.New government regulations could also result in new
or more stringent forms of ESG oversight and expanding mandatory and voluntary reporting,diligence,and

disclosure. However,over the last few years there has been an increase in anti- ESG measures and proposals by investor advocacy
groups,shareholders and policymakers.The potential impact of the 2624-new presidential eleetion-administration on additional
changes in agency personnel,policies and priorities on the 45finanetal--- financial services industry cannot be predicted at this
time.Failure to adapt to or comply with evolving regulatory requirements or investor or stakeholder expectations and standards
could negatively impact our reputation,ability to do business with certain partners,access to capital,and our stock price.Severe
weather,natural disasters,pandemics,acts of war or terrorism,social unrest and other external events could significantly
impact our operations.Severe weather,natural disasters (including fires,earthquakes,and floods),wide spread disease or
pandemics,such as the COVID- 19 pandemic, acts of war or terrorism, social unrest and the-other full-adverse external
events have had in the past and could have in the future a significant impact ef-on our ability to conduct business and

create s1gn1ﬁcant volatlhty and dlsruptlon in global and U S economles. sueh—Such eeﬂd-r&eﬁs—ea-n—be—di-fﬁet&t—te-pred-tet—lﬁ

atititof
financial markets - reduce access to llquldlty espeeta-l-l-y—rn—Eufepe

and-emerging-markets- 21impair our cllent’ d-financial markets
here-in-condition, affect the U-mted—Sf&tes—I—f—stablhty of our dep0s1t base, 1mpa1r the ablllty of borrowers to repay

outstanding loans, impair the value of collateral securing loans, cause significant property damage, result in loss of
revenue and / or cause us to incur natienral-- additional expenses. The majority of our branches are located in the San Jose

fegieﬁ&l—aﬁd—}eea'l-eeeﬂefﬂ'tes-san Franclsco, Oakland areas, whlch in the past have expertenee-experienced both severe
earthquakes w g wihrand highlevels-of unemployment-wildfires. We do

not carry earthquake i insurance on our propertles. Earthquakes wildfires et or growth-and-profitability-other natural
disasters could severely disrupt our operations. Operations in our market could be disrupted eenstrained—Weak-eceonomie
eeﬁdrrt-teﬁs—&re—eharae’eeﬂzeel-by both —&meﬂg—et-her——— the evacuatlon méeﬁeﬁhdeﬂ&ﬁerl—na-ﬂaﬁeﬁ—e}eva{ed—}eve}s—of large




&i-reet—l-y—a—ffeet—perferm&nee—ol eﬂHeans—seewed—bﬂrreal—esfafe—Bebt—markefs—&ffeet—thc populatlon as well as damage

serviee-our banklng and 0perat10n facllltles. Although management has estabhshed dlsaster recovery p011c1es and
procedures, their—- the occurrence of any 7

pfe&‘tdefs—aﬂd-et-her—m&rket—p&r&eﬂ-paﬂfs—()m BusmessOur plolndblhlv is depundcm upon the geographic concentration of the

markets in which we operate. We operate primarily in the general San Francisco Bay Area of California in the counties of
Alameda, Contra Costa, Marin, San Benito, San Francisco, San Mateo, and Santa Clara and, as a result, our business, financial
condition and results of operations are subject to the demand for our products in those areas and is also subject to changes in the
economic conditions in those areas. Our success depends upon the business activity, population, income levels, deposits and real
estate activity in these markets. Although eursubstdiary—s;-Bay View Funding, the Bank’ s factoring subsidiary, and our
eustomerst-clients’ business and financial interests may extend well beyond these market areas, adverse economic conditions
that affect these market areas could reduce our growth rate, affect the ability of our eustemers-clients to repay their loans to us
and-, could impair the value of the collateral securing our loans, or otherwise generally could affect our business, financial
condition and results of operations. Because of our geographic concentration, we are less able than regional or national financial
institutions to diversify demand for our products or our credit risks across multiple markets. Meonetary-potietes-Similarly,
geologic, weather- related, and regutations-ofthe-other Federal Reserve-hazards such as wildfires, earthquakes, droughts,
floods and storms, frequently threaten our markets, and in certain circumstances could be expected to have a
disproportionate effect on our business as compared to financial institutions whose client and asset bases are more
diversified. Such events may harm our business directly or may harm our clients and prospective clients in a way that
increases the risks of defaults on our loans, reduces the value of our collateral, and increases clients’ need for liquidity,
thus reducing our deposit base and potentially increasing our costs of funds. Our ability to maintain our reputation is
critical to the success of our business, and the fallure to do SO may materlally ad\'crsclv 1I‘I‘cc1 our business, financial
condition and results of operations. We Ha o i arti A

are a community bank, and our reputation 4

FederalReserve-is to-regulate-the-money—- one of 78
Reserve-to-implement-these—- the most valuable components ebjeefﬁfes—&re—qaen—m&rket—purehases—&nd-sa-}es-( U—our

business . S-Threats to our reputation can come from many sources, including adverse sentiment about financial
institutions generally, unethical practices, team member misconduct, cybersecurity failures or disruptions, failure to
deliver minimum standards of service or quality, compliance deficiencies, and questionable or fraudulent activities of
our clients or third parties . Negative publicity regarding our business, team members, or clients, with or without merit,
may result in the loss of chents, mvestors and team members, costly lltlgatlon, a declme in revenues and mcreased




affeet-our-finanetal-position-and results of eperation-operations . Risks Related to Our LoansBecause a significant portion of our
loan portfolio is comprised of real estate loans, negative changes #rthe-eeenemy-affecting real estate values and liquidity could
impair the value of collateral securing our reat-estate-loans and result in loan and other losses. Real estate lending (including
commercial, land development and construction, home equity, multifamily, and residential mortgage loans) is a large portion of
our loan portfolio. At December 31, 2823-2024 , approximately $ 2. 879 billion, or $5-84 % of our loan portfolio, was
comprised of loans with real estate as a primary or secondary component of collateral. Included in CRE loans were owner
occupied loans of § 583-601 . 3-6 million, or 17 % of total loans. The real estate securing our loan portfolio is concentrated in
California. The market value of real estate can fluctuate significantly in a short period of time as a result of market conditions in
the geographic area in which the real estate is located. Real estate values and real estate markets are generally affected by
changes in national, regional or local economic conditions, the rate of unemployment, fluctuations in interest rates and the
availability of loans to potential purchasers, fluctuations in vacancy rates-22rates , changes in tax laws and other governmental
statutes, regulations and policies , access to insurance coverage, and acts of nature, such as wildfires, earthquakes and other
natural disasters or adverse events . Adverse changes affecting real estate values and the liquidity of real estate in one or more
of our markets could increase the credit risk associated with our loan portfolio, significantly impair the value of property
pledged as collateral on loans and affect our ability to sell the collateral upon foreclosure without a loss or additional losses,
which would adversely affect profitability. Such declines and losses would have a material adverse effect on our business,
financial condition, and results of operations. Our land and construction ardHand-development loans are based upon estimates
of costs and value associated with the eemplete-completed project. These estimates may be inaccurate and we may be exposed
to more losses on these projects than on other loans. At December 31, 2623-2024 , land and construction loans, (including land
acquisition and development loans) totaled $ +48-127 . 5-8 million or 4 % of our portfolio. Of these loans, +3-18 % were
comprised of owner occupied and 8782 % non- owner occupied land and construction anddand-loans. These loans involve
additional risks because funds are advanced upon the security of the project, which is of uncertain value prior to its completion,
and costs may exceed realizable values in declining real estate markets. Because of the uncertainties inherent in estimating
construction costs and the realizable market value of the completed project and the effects of governmental regulation of real
property, it is relatively difficult to evaluate accurately the total funds required to complete a project and the related loan- to-
value ratio. As a result, construction loans often involve the disbursement of substantial funds with repayment dependent, in
part, on the success of the ultimate project and the ability of the borrower to sell or lease the property, rather than the ability of
the borrower or guarantor to 32repay—- repay principal and interest. If our appraisal of the value of the completed project
proves to be overstated or market values or rental rates decline, we may have inadequate security for the repayment of the loan
upon completion of project construction. If we are forced to foreclose on a project prior to or at completion due to a default, we
may not be able to recover all of the unpaid balance of, and accrued interest on, the loan as well as related foreclosure and
holding costs. In addition, we may be required to fund additional amounts to complete the project and may have to hold the
property for an unspecified period of time while we attempt to dispose of it. Increased scrutiny by regulators of commercial real
estate concentrations could restrict our activities and impose financial requirements or limits on the conduct of our business.
Banking regulators are giving commercial real estate lending greater scrutiny, and may require banks with higher levels of
commercial real estate loans to implement improved underwriting, internal controls, risk management policies and portfolio
stress testing, as well as possibly higher levels of allowances for credit losses on loans and capital levels as a result of



commercial real estate lending growth and exposures. Therefore, we could be required to raise additional capital or restrict our
future growth as a result of our higher level of commercial real estate loans. Our use of appraisals in deciding whether to make a
loan on or secured by real property does not ensure the value of the real property collateral. In considering whether to make a
loan secured by real property we generally require an appraisal of the property. However, an appraisal is only an estimate of the
value of the property at the time the appraisal is conducted, and an error in fact or judgment could adversely affect the reliability
of an appraisal. In addition, events occurring after the initial appraisal may cause the value of the real estate to decrease. As a
result of any of these factors the value of collateral securing a loan may be less than estimated, and if a default occurs, we may
not recover the outstanding balance of the loan. Many of our loans are to commercial borrowers, which may have a higher
degree of risk than other types of borrowers. At December 31, 2623-2024 , commercial loans totaled $ 463-531 . 8-4 million or
-1-4-15 % of our loan portfollo (1nc1ud1ng SBA loans -P-P-P—k-)ans—asset based lending, and factored receivables) ~Commeretat

p . Commercial loans are often larger and involve greater
risks than other types of lending. Because payments on such loans are often dependent on the successful operation or
development of the property or business involved, repayment of such loans is often more sensitive than other types of loans to
adverse conditions in the real estate market or the general business climate and economy. Accordingly, a downturn in the real
estate market and a challenging business and economic environment may increase our risk related to commercial loans,
particularly commercial real estate loans. Unlike home mortgage loans, which generally are made on the basis of the borrowers’
ability to make repayment from their employment and other income and which are secured by real property whose value tends
to be more easily ascertainable, commercial loans typically are made on the basis of the borrowers’ ability-23ability to make
repayment from the cash flow of the commercial venture. Our commercial and industrial loans are primarily made based on the
identified cash flow of the borrower and secondarily on the collateral underlying the loans. Most often, collateral consists of
accounts receivable, inventory and equipment and may incorporate a personal guarantee . [nventory and equipment may
depreciate over time, may be difficult to appraise and may fluctuate in value based on the success of the business. Accounts
receivable may be uncollectable. If the cash flow from business operations is reduced, the borrower’ s ability to repay the loan
may be impaired. Vacancy rates can also negatively impact cash flows from business operations . Thus, HBC’ s borrowers
and their guarantors could be adversely impacted by a downturn in these sectors of the economy which could further
impact the borrower’ s ability to repay their loans . Due to the larger average size of each commercial loan as compared with
other loans such as residential loans, as well as collateral that is generally less readily- marketable, losses incurred on a small
number of commercial loans could have a material adverse effect on our business, financial condition and results of operations.
The small and medium- sized businesses that we lend to may have fewer resources to weather adverse business developments,
which may impair a borrower’ s ability to repay a loan, and such impairment could adversely affect our business, financial
condition and results of operation. We target our business development and marketing strategy primarily to serve the banking
and financial services needs of small to medium- sized businesses. These businesses generally have fewer financial resources in
terms of capital or borrowing capacity than larger entities, frequently have smaller market shares than their competition, may be
more vulnerable to economic downturns, often need substantial additional capital to expand or compete and may experience
33substantial-—- substantial volatility in operating results, any of which may impair a borrower’ s ability to repay a loan. In
addition, the success of a small and medium- sized business often depends on the management talents and efforts of one or two
people or a small group of people, and the death, disability or resignation of one or more of these people could have a material
adverse impact on the business and its ability to repay its loan. Negative general economic conditions in our markets where we
operate that adversely affect our medium- sized business borrowers may impair the borrower’ s ability to repay a loan and such
11npa1rrnent could have a materlal adverse effect on our busrness flnancral condltlon and results of operatlon —We-may-suffer

foantoss-. Risks Related to our SBA Loan PrograrnSmall Busrness Admrnrstratron lendlng is an 1rnp0rtant part of our busrness
Our SBA lending program is dependent upon the U. S. federal government, and we face specific risks associated with
originating SBA loans. At December 31, 2023-2024 , SBA loans totaled $ 34-29 . 49 million, which are included in the
commercial loan portfollo SBA loans held for- sale totaled $ 2. 2-4 million at December 31, 2623-2024 Jnadditton;the

yvha 0 . Our SBA lending program is dependent upon the U. S.
federal government. As an approved partrclpant in the SBA Preferred Lender’ s Program (an “ SBA Preferred Lender ™), we
enable our clients to obtain SBA loans without being subject to the potentially lengthy SBA approval process necessary for
lenders that are not SBA Preferred Lenders. The SBA periodically reviews the lending operations of participating lenders to
assess, among other things, whether the lender exhibits prudent risk management. When weaknesses are identified, the SBA
may request corrective actions or impose enforcement actions, including revocation of the lender’ s SBA Preferred Lender
status. If we lose our status as an SBA Preferred Lender, we may lose some or all of our eustemers-clients to lenders who are
SBA Preferred Lenders, and as a result we could experience a material adverse effect to our financial results. Any changes to the
SBA program, including but not limited to changes to the level of guarantee provided by the federal government on SBA loans,
changes to program specific rules impacting volume eligibility under the guaranty program, as well as changes to the program
amounts authorized by Congress may also have a material adverse effect on our business. In addition, any default by the U. S.
government on its obligations or any prolonged government shutdown could, among other things, impede our ability to originate
SBA loans or sell such loans in the secondary market, which could have a material adverse effect on our business, financial
condition and results of operations. The SBA’ s 7 (a) Loan Program is the SBA’ s primary program for helping start- up and




existing small businesses, with financing guaranteed for a variety of general business purposes. Generally, we sell the
guaranteed portion of our SBA 7 (a) loans in the secondary market. These sales result in premium income for us at the time of
sale and create a stream of future servicing income, as we retain the servicing rights to these loans. For the reasons described
above, we may not be able to continue originating these loans or sell them in the secondary market. Furthermore, even if we are
able to continue to originate and sell SBA 7 (a) loans in the secondary market, we might not continue to realize premiums upon
the sale of the guaranteed portion of these loans or the premiums may decline due to economic and competitive factors. When
we originate SBA loans, we incur credit risk on the non- guaranteed portion of the loans, and if a eustemer-client defaults on a
loan, we share-24share any loss and recovery related to the loan pro- rata with the SBA. If the SBA establishes that a loss on an
SBA guaranteed loan is attributable to significant technical deficiencies in the manner in which the loan was originated, funded
or serviced by us, the SBA may seek recovery of the principal loss related to the deficiency from us. Generally, we do not
maintain reserves or loss allowances for such potential claims and any such claims could materially adversely affect our
business, financial condition and results of operations. In addition, the Company’ s SBA loans include loans under the U. S.
Department of Agriculture guaranteed lending programs. 34Fhe—- The laws, regulations and standard operating procedures that
are applicable to SBA loan products may change in the future. We cannot predict the effects of these changes on our business
and profitability. Because government regulation greatly affects the business and financial results of all commercial banks and
bank holding companies and especially our organization, changes in the laws, regulations and procedures applicable to SBA
loans could adversely affect our ability to operate profitably. The recognition of gains on the sale of loans and servicing asset
valuations reflect certain assumptions. We expect that gains on the sale of U. S. government guaranteed loans will contribute to
noninterest income. The gains on such sales recognized for the year ended December 31, 2023-2024 was $ 482-473 , 000. The
determination of these gains is based on assumptions regarding the value of unguaranteed loans retained, servicing rights
retained and deferred fees and costs, and net premiums paid by purchasers of the guaranteed portions of U. S. government
guaranteed loans. The value of retained unguaranteed loans and servicing rights are determined based on market derived factors
such as prepayment rates, current market conditions and recent loan sales. Deferred fees and costs are determined using internal
analysis of the cost to originate loans. Significant errors in assumptions used to compute gains on sale of loans or servicing asset
valuations could result in material revenue misstatements, which may have a material adverse effect on our business, financial
condition and results of operations. We originated $ 49-38 . 4-8 million of SBA loans for the year ended December 31, 2623
2024 . We sold $ 75 . 9 million of the guaranteed portion of our SBA loans for the year ended December 31, 2623-2024 . We
generally retain the non- guaranteed portions of the SBA loans that we originate. Consequently, as of December 31, 2623-2024 ,
we held $ 36-32 . 6-3 million of SBA loans (including loans held- for- sale) on our balance sheet, $ 2+-18 . 5-3 million of which
consisted of the non- guaranteed portion of SBA loans, and $ 45-14 . +-0 million of which consisted of the guaranteed portion of
SBA loans. At December 31, 20232024 , $ 2. 2-4 million, or 67 . 2-35 %, consisted of the guaranteed portion of SBA loans
which we intend to sell in 2624-2025 . The non- guaranteed portion of SBA loans have a higher degree of credit risk and risk of
loss as compared to the guaranteed portion of such loans and make up a substantial majority of our remaining SBA loans. When
we sell the guaranteed portion of SBA loans in the ordinary course of business, we are required to make certain representations
and warranties to the purchaser about the SBA loans and the manner in which they were originated. Under these agreements, we
may be required to repurchase the guaranteed portion of the SBA loan if we have breached any of these representations or
warranties, in which case we may record a loss. In addition, if repurchase and indemnity demands increase on loans that we sell
from our portfolios, our liquidity, results of operations and financial condition could be adversely affected. Further, we generally
retain the non- guaranteed portions of the SBA loans that we originate and sell, and to the extent the borrowers of such loans
experience financial difficulties, our financial condition and results of operations could be adversely impacted. Risks Related to
our Credit QualityOur business depends on our ability to successfully manage credit risk. The operation of our business requires
us to manage credit risk. As a lender, we are exposed to the risk that our borrowers will be unable to repay their loans according
to their terms, and that the collateral securing repayment of their loans, if any, may not be sufficient to ensure repayment. In
addition, there are risks inherent in making any loan, including risks with respect to the period of time over which the loan may
be repaid, risks relating to proper loan underwriting, risks resulting from changes in economic and industry conditions and risks
inherent in dealing with individual borrowers. In order to successfully manage credit risk, we must, among other things,
maintain disciplined and prudent underwriting standards and ensure that our bankers follow those standards. The weakening of
these standards for any reason, a lack of disetpline-25discipline or diligence by our employees-team members in underwriting
and monitoring loans, the inability of our empleyees-team members to adequately adapt policies and procedures to changes in
economic or any other conditions affecting borrowers and the quality of our loan portfolio, may result in loan defaults,
foreclosures and additional charge- offs and may necessitate that we significantly increase our allowance for credit losses on
loans, each of which could adversely affect our net income. As a result, our inability to successfully manage credit risk could
have a material adverse effect on our business, financial condition and results of operations. 350us—- Our allowance for credit
losses on loans may prove to be insufficient to absorb potential losses in our loan portfolio. We maintain an allowance for credit
losses on loans to provide for loan defaults and non- performance , which reflects our estimate of the current expected credit
losses in our loan portfolio at the relevant balance sheet date . This-Our allowance for credit losses was $ 49. 0 million , or
1. 40 % expressed as a percentage of loans ywas+—43-%-, at December 31, 2023-2024 . Allowance for credit losses on loans is
funded from a provision for credit losses on loans, which is a charge to our income statement. The Company had a provision for
credit losses on loans of § 749:-680-2. 1 million for the year ended December 31, 2023-2024 . The processes we use to estimate
the allowance for credit losses on loans refleets-eur-and to measure the fair value of financial instruments, as well as the
processes used to estimate the effects of changing interest rates and the-other market measures on eurrent-expeeted-eredit
tesses-our financial condition and results of operations, depends upon the use of analytical models which takes into
account known risks, composition and growth of the loan portfolio at-and economic forecasts. These models may not be



accurate, particularly in times of market stress, unforeseen circumstances or due to flaws in the relevantbalaneesheet
model’ s design or implementation. If the models we use for interest date-rate risk and asset- liability management are
inadequate, we may incur increased or unexpected losses upon changes in market interest rates or other market
measures . etuelf the models we use for determmmg the allowance for credit lo%qeq on loan% are 1nadequate -ts—based—eﬁ—ettf

credlt 10ggeq on loan@ ﬁ—an—mhefeﬁtl-yhdifﬁeiﬁt—aﬂd-wbjeetﬂﬁ—pfeeess-may not be sufﬁclent to support future charge- offs. If
the models we use to measure the fair value of financial instruments are inadequate , requiring-eomplexjudgments;andis
based-the fair value of such financial instruments may fluctuate unexpectedly or may not accurately reflect what we

could realize upon sale or settlement of such financial 1nstruments. Any such fallure in our analytlcal models could result

-lesses—less—t-haﬂ—t-he—&l—lewaﬂee— ln addmon we evaluate all loan@ 1dent1ﬁed as 1nd1Vldually evaluated loan@ and allocate an
allowance based upon our estimation of the potential loss associated with those problem loans. While we strive to carefully
manage and monitor credit quality and to identify loans that may be deteriorating, at any time there are loans included in the
portfolio that may result in losses, but that have not yet been identified as nonperforming or potential problem loans. Through
established credit practices, we attempt to identify deteriorating loans and adjust the allowance for credit losses on loans
accordingly. However, because future events are uncertain and because we may not successfully identify all deteriorating loans
in a timely manner, there may be loans that deteriorate in an accelerated time frame. We cannot be sure that we will be able to
identify deteriorating loans before they become nonperforming assets, or that we will be able to limit losses on those loans that
have been so identified. Although management believes that the allowance for credit losses on loans is adequate to absorb losses
on any existing loans that may become uncollectible, we may be required to take additional provisions for credit losses on loans
in the future to further supplement the allowance for credit losses on loans, either due to management’ s decision to do so or
because our banking regulators require us to do so. Our bank regulatory agencies will periodically review our allowance for
credit losses on loans and the value attributed to nonaccrual loans or to real estate acquired through foreclosure and may require
us to adjust our determination of the value for these items. If our allowance for credit losses on loans is inaccurate, for any of
the reasons discussed above (or other reasons), and is inadequate to cover the loan losses that we actually experience, the
resulting losses could have a material adverse effect on our business, financial condition and results of operations.
Nonperforming assets adversely affect our results of operations and financial condition, and take significant time to resolve. As
of December 31, 2823-2024 , our nonperforming loans (which consist of nonaccrual loans, loans past due 90 days or more and
still accruing interest) totaled $ 7. 7 million, or 0. 23-22 % of our loan portfolio, and our nonperforming assets (which include
nonperforming loans plus other real estate owned) also totaled $ 7. 7 million, or 0. 45-14 % of total assets. Our nonperforming
assets adversely affect our net income in various ways. We do not record interest income on nonaccrual loans or other real estate
owned, thereby adversely affecting our net interest income, net income and returns es-260n assets and equity, and our loan
administration costs increase, which together with reduced interest income adversely affects our efficiency ratio. Further, when
we place a loan on nonaccrual status, we reverse any accrued but unpaid interest receivable, which decreases interest income.
Subsequently, we continue to have a cost to fund the loan, which is reflected as interest expense, without any interest income to
offset the associated funding expense. When we take collateral in foreclosure and similar proceedings, we are required to mark
the collateral to its then- fair market value, which may result in a loss. These nonperforming loans and other real estate owned
also increase our risk profile and the level of capital our regulators believe is appropriate for us to maintain in light of such risks.
The resolution of nonperforming assets requires significant time commitments from management and can be detrimental to the
performance of their other responsibilities. If we experience increases in nonperforming loans and nonperforming assets, our net
interest income may be negatively 36impaeted—- impacted and our loan administration costs could increase, each of which
could have a matenal adver%e elfect on our bu%lnes@ hnanc1al condition and reqults of Opelathl’B Realestate-market-volatitity

llab1lme§ with respect to properties to which we tal(e t1tle In the course of our business, we may fmeclo%e and take title to real
estate, and could be subject to environmental liabilities with respect to these properties. We may be held liable to a governmental



entity or to third —parties for property damage, personal injury, investigation and clean- up costs incurred by these parties in
connection with environmental contamination, or may be required to investigate or clean up hazardous or toxic substances, or
chemical releases at a property. The costs associated with investigation or remediation activities could be substantial. In
addition, if we are the owner or former owner of a contaminated site, we may be subject to common law claims by third —parties
based on damages and costs resulting from environmental contamination emanating from the property. Significant
environmental liabilities could have a material adverse effect on our business, financial condition, and results of operations.
Risks Related to Our Growth StrategyWe face risks related to any future acquisitions we may-make. We plan to continue to
grow our business organically. However, from time to time, we may consider opportunistic strategic acquisitions that we believe
support our long- term business strategy. We face significant competition from numerous other financial services institutions,
many of which will have greater financial resources than we do, when considering acquisition opportunities. Additionally, the
process for obtaining any required regulatory approvals has become substantially more difficult, which could affect our
evaluation or completion of strategic and competitively significant business opportunities. Accordingly, attractive
acquisition opportunities may not be available to us. We may not be successful in identifying or completing any future
acquisitions, and we may incur expenses as a result of seeking these opportunities regardless of whether they are consummated.
Acquisitions of financial institutions involve operational risks and uncertainties and acquired companies may have unforeseen
liabilities, exposure to asset quality problems, key employee and eustemer-client retention problems and other problems that
could negatively affect our organization. If we complete any future acquisitions we may not be able to successfully integrate
the operations, management, products and services of the entities that we acquire and eliminate redundancies. The integration
process could result in the loss of key employees or disruption of the combined entity’ s ongoing business erineensisteneiesin
standards;-eontrols; proeedures;and-pohietes-that adversely affect our ability to maintain relationships with eustemers-clients and
employees or achieve the anticipated benefits of the transaction. The 1ntegrat10n process may also require significant time and
attention from our management that they would otherwise direct at servicing existing business and developing new business.
We may not be able to realize any projected cost savings, synergies or other benefits associated with any such acquisition we
complete. We cannot determine all potential events, facts and circumstances that could result in loss and our investigation or
mitigation efforts may be insufficient to protect against any such loss. 37In addition, we must generally satisfy...... market price
of our common stock. If the goodwill that we recorded in connection with a business acquisition becomes impaired, it could
require charges to earnings, which would have a negative impact on our financial condition and results of operations. Goodwill
represents the amount by which the cost of an acquisition exceeded the fair value of net assets we acquired in connection with
the purchase. At December 31, 2023-2024 , our acquisition- related goodwill as reflected on our balance sheet was $ 167. 6
million. Wereview-Management assesses whether it is necessary to perform a quantitative impairment test of goodwill on
a quarterly basis. In addition, the Company hires a third- party vendor to test goodwill for impairment atdeastannually as
of November 30 or mefe—frequeﬂt-ly—on an mterlm basis if an events— event triggering orchanges-ineireumstanees-indieate
v : atred-impairment assessment may have occurred . \We determine
27determine 1mpa1rment by Comparmg the 1mpl1ed fair value of the reporting unit goodwill with the carrying amount of that
goodwill. Estimates of fair value are determined based on a complex model using cash flows, the fair value of our Company as
determined by our stock price, and company comparisons. If management’ s estimates of future cash flows are inaccurate, fair
value determined could be inaccurate and impairment may not be recognized in a timely manner. If the carrying amount (book
value) of the reporting unit geedwitt-exceeds the #mphed-fair value of that-geedwitt-the reporting unit , an impairment loss is
recognized in an amount equal to that excess. Any such adjustments are reflected in our results of operations in the periods in
which they become known. There can be no assurance that our future evaluations of goodwill will not result in findings of
1mpa1rment and related write- downs Wthh may have a mater1al adverse effect on our ﬁnanc1al condltlon aﬁd—resu-lts—e—f

; and results of operations. We must effectively manage our
branch growth strategy We seek to expand our franchlse safely and consistently. A successful growth strategy requires us to
manage multiple aspects of our business simultaneously, such as following adequate loan underwriting standards, balancing loan
and deposit growth without increasing interest rate risk or compressing our net interest margin, maintaining sufficient capital,
maintaining proper system and controls, and recruiting, training and retaining qualified professionals. We also may experience a
lag in profitability associated with new branch openings. As part of our general growth strategy we may expand into additional
communities or attempt to strengthen our position in our current markets by opening new offices, subject to any regulatory
constraints on our ability to open new offices. To the extent that we are able to open additional 38effiees—- offices , we are
likely to experience the effects of higher operating expenses relative to operating income from the new operations for a period of
time which could have a material adverse effect on our business, financial condition and results of operations. New lines of
business or new products and services may subject us to additional risks. From time to time, we may implement or may acquire
new lines of business or offer new products and services within existing lines of business. There are substantial risks and
uncertainties associated with these efforts, particularly in instances where the markets are not fully developed. In developing

and marketing new lines of business and new products and services we may invest significant time and resources. We may not
achieve target timetables for the introduction and development of new lines of business and new products or services and price
and profitability targets may not prove feasible. External factors, such as regulatory compliance obligations, competitive



alternatives, and shifting market preferences, may also impact the successful implementation of a new line of business or a new
product or service. Furthermore, any new line of business and / or new product or service could have a significant impact on the
effectiveness of our system of internal controls. Failure to successfully manage these risks in the development and
implementation of new lines of business or new products or services could have a material adverse effect on our business,
financial condition and results of operations. Risks Related to Our Financial Strength and Liquidity An actual or perceived
reduction in our financial strength may cause others to reduce or cease doing business with us, which could result in a decrease
in our net interest income and fee revenues. Our eusterers-clients rely upon our financial strength and stability and evaluate the
risks of doing business with us. If we experience diminished financial strength or stability, actual or perceived, including due to
market or regulatory developments, announced or rumored business developments or results of operations, or a decline in stock
price, enstemers-clients may withdraw their deposits or otherwise seek services from other banking institutions and prospective
eustemers-clients may select other service providers. The risk that we may be perceived as less creditworthy relative to other
market participants is increased in the current market environment, where the consolidation of financial institutions, including
major global financial institutions, is resulting in a smaller number of much larger counterparties and competitors. If eusterers
clients reduce their deposits with us or select other service providers for all or a portion of the services that we provide them, net
interest income and fee revenues will decrease accordingly, and could have a material adverse effect on our results of
operations. Increasing challenges in credit markets and the effects on our current and future borrowers have adversely affected,
and in the future may adver%ely affect our loan portfoho and may reiult in losses or 1ncrea%1ng provmon expense. Although
: y ; arre-g the Federal Reserve began
: -8y : vtow-System (commonly referred to
s “ the Fed ”) has recently made modest 1ncremental 28reductlons in benchmark interest rates —As-, the current interest
rate environment remains significantly elevated from thosc meastres-were-reversed-of the recent past, and recent
indications as of the date of this report are that further reductions are unlikely in the near future. Interest rates affect
both our ability to reprice variable- rate loans and to originate new fixed- rate loans, and in times of significant
uncertainty about interest rates, such as the present, clients and prospective investors often reduce their borrowing
levels, which tends to have a deflating effect on our outstanding loan balances and thus on our interest income. During
the third and fourth quarters of 2024 , the Federal Reserve Open Markets eemmittee-Committee iereased-cut benchmark
interest rates fromnearzere-to-more-three times and for the first time since 2020. Whlle we do not presently expect than

that the Fed w1ll resume -ﬁve—pefeeﬁt—m—}ess—ﬂ&aﬂ—twe—ye&rs.—"Phese—mcrea%es hav

interest rates appeat-, we are unable to
have—pe&ked—evefpredlct changes in future 1nterest rates. Further, the condltlons that led the Fed to make the-these fast
fiseal-yearreductions remain uncertain and volatile , i#f-and thus are highly unpredictable. This is particularly true of the
risks of political instability associated with the new presidential administration and subsequent governmental and
economic reactions. If rates resume increasing, or if they continue to remain at relatively elevated levels for prolonged periods,
our borrowers may experience increasing difficulty in repaying their loans. #Further, borrowers may defer additional
borrowing decisions pending the resolution of both the political uncertainties and the potential for further market
adjustments in response to these-those trends-eontinte-matters and to general economic conditions. To the extent interest
rates remain relatively elevated . or if economic conditions affecting our borrowers worsen, our allowance for credit losses
and related provision could be negatively impacted, which would result in a reduction in net income for the corresponding
3O9period--- period , or in some cases we may experience losses in excess of established reserves, which would have a similar
effect. At the same time, even if interest rates stabilize or if reductions are less significant than clients expect, we may
confront a loss of demand that adversely affects our interest earning assets. Either of These-these outcomes, alone or in
combination with other factors, may have a material adverse effect on our results of operations. Fluctuations in interest rates
may reduce net interest income and otherwise negatively affect our business, financial condition and results of operations. Shifts
in short- term interest rates may reduce net interest income, which is the principal component of our earnings. Net interest
income is the difference between the amounts received by us on our interest- earning assets and the interest paid by us on our
interest- bearing liabilities. When interest rates rise, the rate of interest we receive on our assets, such as floating interest rate
loans, rises more quickly than the rate of interest that we pay on our interest- bearing liabilities, such as deposits, which may
cause our profits to increase. When interest rates decrease, the rate of interest we receive on our assets, such as floating interest
rate loans, declines more quickly than the rate of interest that we pay on our interest- bearing liabilities, such as deposits, which
may cause our profits to decrease. Changes in interest rates could influence our ability to originate loans and deposits.
Historically, there has been an inverse correlation between the demand for loans and interest rates. Loan origination volume
usually declines during periods of rising or high interest rates and increases during periods of declining or low interest rates.
Changes in interest rates can also affect the level of loan refinancing activity, which impacts the amount of prepayment penalty
income we receive on loans we hold. Because prepayment penalties are recorded as interest income when received, the extent to
which they increase or decrease during any given period could have a significant impact on the level of net interest income and
net income we generate during that time. A decrease in our prepayment penalty income resulting from any change in interest
rates or as a result of regulatory limitations on our ability to charge prepayment penalties could therefore adversely affect our net
interest income, net income or results of operations. An increase in interest rates that adversely affects the ability of borrowers to




pay the principal or interest on loans may lead to an increase in nonperforming assets and a reduction of income recognized,
which could have a material adverse effect on our results of operations and cash flows. Further, when we place a loan on
nonaccrual status, we reverse any accrued but unpaid interest receivable, which decreases interest income. Subsequently, we
continue to have a cost to fund the loan, which is reflected as interest expense, without any interest income to offset the
associated funding expense. Thus, an increase in the amount of nonperforming assets would have an adverse impact on net
interest income. Changes in interest rates also can affect the value of loans, securities and other assets. Rising interest rates will
result in a decline in value of the fixed- rate debt securities we hold in our investment securities portfolio. The unrealized losses
resulting from holding these securities would be recognized in accumulated other comprehensive income and reduce total
shareholders’ equity. Unrealized losses do not negatively impact our regulatory capital ratios. However, tangible eemmeot
29common equity and the associated ratios would be reduced. If debt securities in an unrealized loss position are sold, such
losses become realized and will reduce our regulatory capital ratios. Rising-Failure to maintain effective internal controls
over financial reporting could have a material adverse effect on our business and stock price.We are required to comply
with the Securities and Exchange Commission’ s (“ SEC ) rules implementing Section 302,Section 404,and Section 906 of
the Sarbanes- Oxley Act,which will require management to certify financial and other information in our quarterly and annual

reporti and pr0V1de an annual management report as to the effectiveness of control% over-finanetal-reportingIn-partienlar; we-are

material Weakneqﬂes in our internal control over ﬁnanmal reporting or are unable to comply with the requnement% of Section
404 in a timely manner or assert that our internal control over financial reporting is effective,or if our independent registered
public accounting firm is unable to express an opinion as to the effectiveness of our internal control over financial
reporting,investors,counterparties and eusterrers-clients may lose confidence in the accuracy and completeness of our financial
statements and reports;our liquidity,access to capital markets and perceptions of our creditworthiness could be adversely
affected;and the market price of our common stock could decline.In addition,we could become subject to investigations by the
stock exchange on which our securities are listed,the SEC.the Federal Reserve,the FDIC,the California Department of
Financial Protection and Innovation (“ DFPI ”) or other regulatory authorities,which could require additional financial and
management resources. These events could have a material adverse effect on our business and stock price.We have significant
deferred tax assets and cannot assure that they will be fully realized.Deferred tax assets and liabilities are the expected future tax
amounts for the temporary differences between the carrying amounts and tax basis of assets and liabilities computed using
enacted tax rates.We regularly assess available positive and negative evidence to determine whether it is more likely than not
that our net deferred tax assets will be realized.Realization of a deferred tax asset requires us to apply significant judgment and
is inherently speculative because it requires estimates that cannot be made with certainty. At December 31, 2623-2024 ,we had a
net deferred tax asset of $ 29-27 .8 million.If we were to determine at some point in the future that we will not achieve sufficient
future taxable income to realize our net deferred tax asset,we would be required,under generally accepted accounting
principles,to establish a full or partial valuation allowance which would require us to incur a charge to income for the period in
which the determination was made.Fluctuations in market interest rates may have &eefeased-a materlal effect on the value
efapertionrof the Company’ s securities portfolio ;8 v
seeuritiesto-meettiquidityreeds-. As of December 31, %92—3—2024 the fan Value of our securities portfoho was approxunately $
+753 . 6-3 bitlienrmillion , of which approximately $ 256. 3 million were categorized as available- for- sale . Fixed- rate
investment sccurities aequﬁed—by—us—are— such as bonds, treasuries and mortgage- backed securities, generally decline
subjeetto-deereases-in matket-value when interest rates risc above the rates applicable to such securities . As-arestlt
Correspondingly, declining interest rates tend to increase the value of fixed- rate securities issued in times of relatively
higher rates, but those declines also affect our net interest income because they force us to pay above- market rates on
certificates of deposit and other longer- term obligations, and clients tend to exit those investments less frequently under
those conditions because their earning capacity in other investments is relatively less attractive. In response to
inflationary pressures and other general economic conditions, the Federal Open Market Committee of the Board of Governors
of the Fed FederalReserve-Systenrhas-rapidly and significantly increased interest rates ever-between early 2022 and mid-
2024, which resulted in declines in the fast-carrying value of both our held- twe— to years— maturity and, particularly, our
avallable- for- sale securltles portfolms JWheﬁ—Market interest rates merease—ﬁxe&-—rateﬁmfestment—seetmﬁesh&ﬂd—}eaﬂs—he}&

&ebt—seeurrt—tes—t-h&t—have declmed modestly in response to a—yte{d—t-h&t—ts—}eweﬁ-ha-n—t-hese——— the Fed’ s recent e&mmg—&t—a
newly—inereased-market-interest rate reductions . These-However, the economy remains highly uncertain with respect to

various factors, including inflation and employment statistics, and it is thus extremely difficult for management to
predict when, to what degree, or in which direction the Fed may attempt to adjust rates further. Such fluctuations have in
the past resulted in declines, and in the future may cause further declines, in the carrying value of our available- for- sale
securities portfolio and our portfolio of fixed rate loans, as well as the value of securities pledged as collateral for certain
borrowing lines. These trends can be exacerbated if the Company were required to sell such securities to meet liquidity needs,
including in the event of deposit outflows or slower deposit growth. Correspondingly, additional rate reductions may affect
our net interest income as we seek to price our deposit products in a way that remains competitive and attractive to
clients, while also mitigating the risk that future declines may leave us with elevated borrowing costs. 46Additionat
30Additional factors beyond our control can further significantly influence the fair value of securities in our portfolio and can
cause potential adverse changes to the fair value of these securities. Additional factors include, but are not limited to, rating
agency downgrades of the securities or our own analysis of the value of the security, defaults by the issuer or individual




mortgagors with respect to the underlying securities, and continued instability in the credit markets. Any of the foregoing factors
could cause credit- related impairment in future periods and result in realized losses. The process for determining whether
impairment is credit related usually requires difficult, subjective judgments about the future financial performance of the issuer
and any collateral underlying the security in order to assess the probability of receiving all contractual principal and interest
payments on the security. Because of changing economic and market conditions affecting interest rates, we may recognize
realized and / or unrealized losses in future periods, or we may face periods of compressed net interest margins, either of
which could have a material adverse effect on our business, financial condition and results of operations. Adverse changes to our
credit ratings could limit our access to funding and increase our borrowing costs. Credit ratings are subject to ongoing review by
rating agencies, which consider a number of factors, including our financial strength, performance, prospects and operations as
well as factors not under our control. Other factors that influence our credit ratings include changes to the rating agencies’
methodologies for our industry or certain security types; the rating agencies’ assessment of the general operating environment
for financial services companies; our relative positions in the markets in which we compete; our various risk exposures and risk
management policies and activities; pending litigation and other contingencies; our reputation; our liquidity position, diversity
of funding sources and funding costs; the current and expected level and volatility of our earnings; our capital position and
capital management practices; our corporate governance; current or future regulatory and legislative initiatives; and the
agencies’ views on whether the U. S. government would provide meaningful support to us or our subsidiaries in a crisis. Rating
agencies could make adjustments to our credit ratings at any time, and there can be no assurance that they will maintain our
ratings at current levels or that downgrades will not occur. Any downgrade in our credit ratings could potentially adversely
affect the cost and other terms upon which we are able to borrow or obtain funding, increase our cost of capital and / or limit our
access to capital markets. Credit rating downgrades or negative watch warnings could negatively impact our reputation with
lenders, investors and other third parties, which could also impair our ability to compete in certain markets or engage in certain
transactions. In particular, holders of deposits may perceive such a downgrade or warning negatively and withdraw all or a
portion of such deposits. While certain aspects of a credit rating downgrade are quantifiable, the impact that such a downgrade
would have on our liquidity, business and results of operations in future periods is inherently uncertain and would depend on a
number of interrelated factors, including, among other things, the magnitude of the downgrade, the rating relative to peers, the
rating assigned by the relevant agency pre- downgrade, individual client behavior and future mitigating actions we might take.
Liquidity risks could affect operations and jeopardize our business, financial condition, and results of operations. Liquidity is
essential to our business. An inability to raise funds through deposits, borrowings, the sale of loans and / or investment
securities, and from other sources could have a substantial negative effect on our liquidity. Our most important source of funds
consists of our eusterer-client deposits . If the Company is unable to maintain or grow its deposits, it may be subject to
paying higher funding costs . The composition of our deposit base, and particularly the extent to which our deposits are not
federally insured, may present a heightened risk of withdrawal. Such deposit balances can decrease during periods of economic
uncertainty or when eustemers-clients perceive alternative investments are providing a better risk / return tradeoff. Our measures
to mitigate these risks, including correspondent deposit relationships, may not be completely effective in retaining and
reassuring eustomers-clients about their deposits and may increase the costs of maintaining or growing those deposits resulting
in higher funding costs . Further, significant economic fluctuations, or eustemers-clients ° expectations about such events
(whether or not those expectations materialize) may exacerbate depositors’ sensitivity to the availability of cash to fund
immediate withdrawals. If eastemers-clients move money out of bank deposits and into other investments, we could face a
material decrease in the volume of our deposits and lose a relatively low cost source of funds, thereby increasing our funding
costs and reducing net interest income and net income. We could have to raise interest rates to retain deposits, thereby increasing
our funding costs and reducing net interest income and net income. Additional liquidity is provided by our ability to borrow
from the Federal Reserve Bank of San Francisco and the Federal Home Loan Bank of San Francisco. We also may borrow from
third- party lenders from time to time. Our access to funding sources in amounts adequate to finance or capitalize our activities
on terms that are acceptable to us could be 4+mpaired-31limpaired by factors that affect us directly or the financial services
industry or economy in general, such as disruptions in the financial markets or negative views and expectations about the
prospects for the financial services industry. Any decline in available funding could adversely impact our ability to continue to
implement our strategic plan, including our ability to originate loans, invest in securities, meet our expenses, or to fulfill
obligations such as repaying our borrowings or meeting deposit withdrawal demands, any of which could have a material
adverse effect on our liquidity, business, financial condition and results of operations. Risks Related to Our Capital We may be
subject to more stringent capital requirements in the future. We are subject to current and changing regulatory requirements
specifying minimum amounts and types of capital that we must maintain. The failure to meet applicable regulatory capital
requirements could result in one or more of our regulators placing limitations or conditions on our activities, including our
growth initiatives, or restricting the commencement of new activities, and could affect enstomer-client and investor confidence,
our costs of funds and FDIC insurance costs, our ability to pay dividends on our common stock , our ability to fund share
repurchases , our ability to make acquisitions, and could materially adversely affect our business, financial condition and
results of operations. We may need to raise additional capital in the future, and if we fail to maintain sufficient capital, whether
due to losses, an inability to raise additional capital or otherwise, our financial condition, liquidity and results of operations, as
well as our ability to maintain regulatory compliance, would be adversely affected. We face significant capital and other
regulatory requirements as a financial institution. We may need to raise additional capital in the future to provide us with
sufficient capital resources and liquidity to meet our commitments and business needs, which could include the possibility of
financing acquisitions. Our ability to raise additional capital depends on conditions in the capital markets, economic conditions
and a number of other factors, including investor perceptions regarding the banking industry, market conditions and
governmental activities, and on our financial condition and performance. Any occurrence that may limit our access to the capital



markets may adversely affect our capital costs and our ability to raise capital. Moreover, if we need to raise capital in the future,
we may have to do so when many other financial institutions are also seeking to raise capital and would have to compete with
those institutions for investors. We, therefore, may not be able to raise additional capital if needed or on terms acceptable to us.
Risks Related to Our Legal and Regulatory EnvironmentWe are subject to extensive and complex regulations which are
costly to comply with and may subject us to significant penalties for noncompliance. Our operations are subject to
extensive regulation by federal, state and local governmental authorities, including the FDIC, the Federal Reserve and
the California Department of Financial Protection and Innovation, and to various laws and judicial and administrative
decisions imposing requirements and restrictions on part our—- or Management-all of our operations. Many of these laws
are complex, especially those governing fair lending, predatory or unfair or deceptive practices, and other consumer-
focused practices. Similarly, these laws and regulations have expanded substantially in terms of scope and complexity in
recent years, and this expansion can be expected to continue. The complexity of those rules creates additional potential
liability for us because noncompliance could result in significant regulatory action, including restrictions on operations
and fines, and could lead to class action lawsuits from shareholders, consumers and employees. In addition, various
states, particularly California, where substantially all our operations and banking activities take place, have their own
laws and regulations. These state- specific regulations include heightened data privacy, employment law and consumer
protection regulations, and the cost of complying with state rules that differ from federal rules can significantly increase
compliance costs. The laws, rules and regulations to which we are subject evolve and change frequently, including
changes that come from judicial or administrative agency interpretations of laws and regulations outside of the
legislative process that may be more difficult to anticipate, and changes to our regulatory environment are often driven
by shifts of political power in the federal government. In addition, we are subject to various examinations by our
regulators during the course of the year. Regulatory authorities who conduct these examinations have extensive
discretion in their interpretation of various 32laws and regulations and in their supervisory and enforcement activities,
including the authority to restrict our operations and certain corporate actions. Administrative and judicial
interpretations of the rules that apply to our business may change the way such rules are applied, which also increases
our compliance risk if the interpretation differs from our understanding or prior practice. Moreover, an increasing
amount of the regulatory authority that pertains to financial institutions is in the form of informal “ guidance ” such as
handbooks, guidelines, examination manuals, field interpretations by regulators or similar provisions that could affect
our business or require changes in our practices in the future even if they are not formally adopted as laws or
regulations. Any such changes could adversely affect our cost of doing business and our profitability and may create
operational and legal risks that are difficult to anticipate or to mitigate. In addition, changes in regulation of our
industry have the potential to create higher costs of compliance, including short- term costs to meet new compliance
standards, limit our ability to pursue business opportunities and increase our exposure to potential fines, penalties and
litigation. Changes in accounting standards could materially impact our financial statements. From time to time, the
Financial Accounting Standards Board or the SEC, may change the financial accounting and reporting standards that
govern the preparation of our financial statements. Such changes may result in us being subject to new or changing
accounting and reporting standards. In addition, the bodies that interpret the accounting standards (such as banking
regulators or outside auditors) may change their interpretations or positions on how these standards should be applied.
These changes may be beyond our control, can be hard to predict and can materially impact how we record and report
our financial condition and results of operations. In some cases, we could be required to apply a new or revised standard
retrospectively, or apply an existing standard differently, also retrospectively, in each case resulting in our needing to
revise or restate prior period financial statements. Restating or revising our financial statements may result in
reputational harm or may have other adverse effects on us. Litigation, regulatory actions, investigations or similar
matters, could subject us to uninsured liabilities and reputatlonal harm and 0therw1se materlally affect our business,
ﬁnanclal COIldlthIl and results of operatlons We are hig

1111;&111011 regulatory actlons, investigations or xmnhu matters arising out of our business.These matters may include
supervisory or enforcement actions by our regulators,criminal proceedings by prosecutorial authorities,claims by clients
or by former and current employees,including class,collective and representative actions,or environmental lawsuits
stemming from property that we may hold as OREO following a foreclosure action in the course of our business.It is
inherently difficult to assess the outcome of these matters, and we may not pluml In any plmudln"\ or lmaalmn Any e}a-lfﬁs

and-awsuits;and-the-disposttionrefsuch matters elaims-and

consuming and expensive to resolve ,involve regulatory sanct10ns,c1v1l money penaltles or ﬁnes dl\ ert management attention
from executing our business plan,and lead to attempts en-th 0 e A as
againstus;regardless-on the part of other parties to pursue s1mllar claims. Any proceedmgs or clalms asserted agamst us,
regardless of merit or eventual outcome may harm our reputation. To mitigate the cost of some of these matters, we
maintain insurance coverage in amounts and with deductibles that we believe are appropriate for our operations.
However, our insurance coverage does not cover any civil monetary penalties, punitive damages or fines imposed by
government authorities and may not cover all other claims that might be brought against us, including certain wage and
our-hour management-class, collective and representative actions brought by clients, tcam members ;-and-thetoss-ofour—
or sentor-exeeutive-offteers-former team members, and ponzi schemes. In addition, such insurance coverage may not
continue to be available to us at a reasonable cost or at all. As a result, we may be exposed to substantial uninsured

liabilities, reputational harm, regulatory sanctions or other key-employees-effects which could harmourability-te-implement




adversely affect our business, prospects, financial condition and-,
results of opemtlons and capltal position . eufThe failure to protect our clients' confidential information, data and
privacy could adversely affect our business. We are subject to federal and state privacy regulations and confidentiality
obligations, including the California Consumer Privacy Act of 2018 and the California Privacy Rights Act of 2020, that,
among other things restrict the use and dissemination of, and sueeess-access depends-to , irlarge-degree-certain
information that we produce , store or maintain in the course of our business and establishes a new state agency to
enforce these rules. We also have contractual obligations to protect certain confidential information we obtain from our
existing vendors and clients. These obligations generally include protecting such confidential information in the same
manner and to the same extent as we protect our own confidential information, and in some instances may impose
indemnity obligations on the-skills-us relating to unlawful or unauthorized disclosure of any such 33information. The
continued development and enhancement of our information security controls, processes and practices designed to
protect client information, our systems, computers, software, data and networks from attack damage or unauthorlzed
access remain a priority for our management tea
Our-sentor-management-team-has— as s*g-mﬁe&nt—m&usﬁﬂy—we increase our onhne and moblle banklng offerlngs. As cyber
threats continue to evolve, including supply chain risks, our costs to combat the cybersecurity threat can be expected to
increase. Nonetheless, our measures may be insufficient to prevent all physical and electronic break- ins, denial of service
and other cyber- attacks or security breaches. If we do not properly comply with privacy regulations and contractual
obligations that require us to protect confidential information, or if we experience a security breach or network
compromise , and-we could face regulatory sanctions, penalties or fines, increased compliance costs, remedial costs such
as providing credit monitoring or their—- other knowledge-services to affected clients, litigation and relationships-damage to
our reputation, which in turn could result in decreased revenues and loss of clients, any or all of which would be difficult
to replace. Leadership changes...... qualified personnel in the future, could have a material adverse effect on our business,

fmdnClal condition and-, results of operations —42-Rtsks—Re}ated-te-9tnLReput&t-ten—dnd Operatlons Our ablhty to maintain our

fundlng capacity, net interest margin, capltdl

g : v - position of restrictions
through supervisory or enforcement activities...... to capital, and our stock price . Risks from Competition We face strong
competition from financial services companies and other companies that offer commercial banking services, which could harm
our business. We face substantial competition in all phases of our operations from a variety of different competitors. Our
competitors, including larger commercial banks, community banks, savings and loan associations, mutual savings banks, credit
unions, consumer finance companies, insurance companies, securities dealers, brokers, mortgage bankers, investment advisors,
money market mutual funds and other financial institutions, compete with lending and deposit gathering services offered by us.
Many of these competing institutions have much greater financial and marketing resources than we have. Due to their size,
many competitors can achieve larger economies of scale and may offer a broader range of products and services than we can. If
we are unable to offer competitive products and services, our business may be negatively affected. Some of the financial
services organizations with which we compete are not subject to the same degree of regulation as is imposed on bank holding
companies and federally insured financial institutions or are not subject to increased supervisory oversight arising from
regulatory examinations. As a result, these non- bank competitors have certain advantages over us in accessing funding and in
providing various services. We anticipate intense competition will continue for the coming year due to the recent consolidation
of many financial institutions and more changes in legislation, regulation and technology. Further, we expect loan demand to
continue to be challenging due to the uncertain economic climate and the intensifying competition for creditworthy borrowers,
both of which could lead to loan rate concession pressure and could impact our ability to generate profitable loans. We expect
we may see tighter competition in the industry as banks seek to take market share in the most profitable eustemer-client
segments, particularly the small business segment and the mass affluent segment, which offers a rich source of deposits as well
as more profitable and less risky eastomer-client relationships. Further, swith-if the-there is a rebound of higher interest rates our
deposit eustomers-clients may perceive alternative investment opportunities as providing superior expected returns. Efforts and
initiatives we undertake to retain and increase deposits, including deposit pricing, can increase our costs. When our eustomers
clients move money into higher yielding deposits or in favor of alternative investments, we can lose a relatively inexpensive
source of funds, thus increasing our funding costs. New technology and other changes are allowing parties to effectuate
financial transactions that previously required the involvement of banks. For example, consumers can maintain funds in
brokerage accounts or mutual funds that would have historically been held as bank deposits. Consumers can also complete
transactions such as paying bills and transferring funds directly without the assistance of banks. The process of eliminating
banks as intermediaries, known as “ disintermediation, ”’ could result in the loss of fee income, as well as the loss of eustomer
client deposits and the related income generated from those deposits. Increased competition in our markets may result in
reduced loans, deposits, and fee income, as well as reduced net interest margin and profitability. If we are unable to attract and




retain banking eustomers-clients and expand our loan and deposit growth, then we may be unable to continue to grow our
business which could have a material adverse effect on our financial condition and results of operations. ¥W-e-34We have a
continuing competitive need for technological change, and we may not have the resources to effectively implement new
technology or we may experience operational challenges when implementing new technology. The financial services industry is
continually undergoing rapid technological change with frequent introductions of new, technology- driven products and services.
The effective use of technology increases efficiency and enables financial institutions to better serve enstomers-clients and to
reduce costs. Our future success depends, in part, upon our ability to address the needs of our eustemers-clients by using
technology to provide products and services that will satisfy eustemer-client demands, as well as to create additional efficiencies
in our operations. Many of our competitors have substantially greater resources to invest in technological improvements than we
do. As a result, they may be able to offer additional or superior products to those that we will be able to offer, which would put
us at a competitive disadvantage. We may not be able to effectively 46implement--- implement new, technology- driven
products and services or be successful in marketing these products and services to our eustemers-clients . In addition, the
implementation of technological changes and upgrades to maintain current systems and integrate new ones may also cause
service interruptions, transaction processing errors and system conversion delays and may cause us to fail to comply with
applicable laws. Failure to successfully keep pace with technological change affecting the financial services industry and avoid
interruptions, errors and delays could have a material adverse effect on our business, financial condition and results of
operations. Risks Related to Other BusinessThe costs and effects of litigation...... results of operations. Risks Related to Our
Common StockAn investment in our common stock is not an insured deposit. An investment in our common stock is not a bank
deposit and, therefore, is not insured against loss by the FDIC, any other deposit insurance fund or by any other public or private
entity. Investment in our common stock is inherently risky for the reasons described herein, and is subject to the same market
forces that affect the price of common stock in any company. As a result, if you acquire our common stock, you could lose
some or all of your investment S2The trading volume in our common stock is less than that of other larger financial services
companies.Although our common stock is listed for trading on Fhe-the Nasdaq SteekMarketEHEC-(“Nasdag)-its trading
volume is less than that of other,larger financial services companies,and investors are not assured that a liquid market will exist
at any given time for our common stock.A public trading market having the desired characteristics of depth,liquidity and
orderliness depends on the presence in the marketplace at any given time of willing buyers and sellers of our common stock.This
presence depends on the individual decisions of investors and general economic and market conditions over which we have no
control.Given the lower trading volume of our common stock,significant sales of our common stock,or the expectation of these
sales,could cause our stock price to fall. . The price of our common stock may fluctuate significantly, and this may make it
difficult for you to resell shares of common stock owned by you at times or at prices you find attractive. The stock market and,
in particular, the market for financial institution stocks, has experienced significant volatility. In some cases, the markets have
produced downward pressure on stock prices for certain issuers without regard to those issuers’ underlying financial strength.
As a result, the trading volume in our common stock may fluctuate more than usual and cause significant price variations to
occur. Fhe-35The trading price of the shares of our common stock will depend on many factors, which may change from time to
time and which may be beyond our control, including, without limitation, our financial condition, performance, creditworthiness
and prospects, future sales or offerings of our equity or equity related securities, and other factors identified above under
Cautionary Note Regarding Forward Looking Statements ” and *“ Risk Factors ” contained in this report. These broad market
fluctuations have adversely affected and may continue to adversely affect the market price of our common stock, some of which
are out of our control. Among the factors that could affect our stock price are: ® changes in business and economic condition; ®
actual or anticipated quarterly fluctuations in our operating results and financial condition; e actual occurrence of one or more of
the risk factors outlined above; ® recommendations by securities analysts or failure to meet, securities analysts’ estimates of our
financial and operating performance, or lack of research reports by industry analysts or ceasing of coverage; ® speculation in the
press or investment community generally or relating to our reputation, our operations, our market area, our competitors or the
financial services industry in general; ® strategic actions by us or our competitors, such as acquisitions, restructurings,
dispositions or financings; e actions by institutional investors; @ fluctuations in the stock price and operating results of our
competitors; ® future sales of our equity, equity related or debt securities; ® proposed or adopted regulatory changes or
developments; e anticipated or pending investigations, proceedings, or litigation that involve or affect us; e the level and extent
to which we do or are allowed to pay dividends; e trading activities in our common stock, including short selling; ® deletion
from well- known index or indices; ® domestic and international economic factors unrelated to our performance; and ® general
market conditions and, in particular, developments related to market conditions for the financial services industry. 52The trading
volume in our common stock...... cause our stock price to fall. Our dividend policy may change without notice, and our future
ability to pay dividends is subject to restrictions. Historically, our Board has declared quarterly dividends on our common stock.
However, we have no obligation to continue doing so and may change our dividend policy at any time without notice to holders
of our common stock. Holders of our common stock are only entitled to receive such cash dividends as our Board, in its
discretion, may declare out of funds legally available for such payments. Furthermore, consistent with our strategic plans,
growth initiatives, capital availability, projected liquidity needs, and other factors, we have made, and will continue to make,
capital management decisions and policies that could adversely impact the amount of dividends paid to holders of our common
stock. HCC is a separate and distinct legal entity from HBC. We receive substantially all of our revenue from dividends patet
36paid to us by HBC, which we use as the principal source of funds to pay our expenses and to pay dividends to our
shareholders, if any. Various federal and / or state laws and regulations limit the amount of dividends that HBC may pay us .
The Basel III capital rules also provide for risk- based capital, leverage and liquidity standards, including capital
conservation buffers, that result in restrictions on HBC and the Company' s ability to make dividend payments,
redemptions or other capital distributions . [f the HBC does not receive regulatory approval or does not maintain a level of



capital sufficient to permit it to make dividend payments to us while maintaining adequate capital levels, our ability to pay our
expenses and our business, financial condition and results of operations could be materially adversely impacted. As a bank
holding company, we are subject to regulation by the Fed Federal-Reserve-. The Fed Federal-Reserve-has indicated that bank
holding companies should carefully review their dividend policy in relation to the organization’ s overall asset quality, current
and prospective earnings and level, composition and quality of capital. The guidance provides that we inform and consult with
the Fed FederalReserve-prior to declaring and paying a dividend that exceeds earnings for the period for which the dividend is
being paid or that could result in an adverse change to our capital structure, including interest on our debt obligations. If
required payments on our debt obligations are not made or are deferred, or dividends on any preferred stock we may issue are

not pald we erl be prohrbrted frorn payrng drvrdend% on our common qtoek the-Gap-rta-l—Rt&es-a-lse—mtre&ueed-a—new—e&pﬁa}

hmrted the circumstances in Wthh our drrector% erl be hable for monetary damages We have included in our artlcles of
incorporation a provision to eliminate the liability of directors for monetary damages to the maximum extent permitted by
California law. The effect of this provision will be to reduce the situations in which we or our shareholders will be able to seek
monetary damages from our directors. Our bylaws also have a provision providing for indemnification of our directors and
executive officers and advancement of litigation expenses to the fullest extent permitted or required by California law, including
circumstances in which indemnification is otherwise discretionary. Also, we have entered into agreements with our officers and
directors in which we qrmllarly agreed to provide indemnification that is otherwise discretionary. Such indemnification may be

available for liabilities arising in connectron with future offerrngs —S3Future-equity-issuances-eoutd-resultindiution-whieh

steele We may issue shares of preferred stock in the future Wthh Could make it drfﬁcult for another company to acquire us or
could otherwise adversely affect holders of our common stock, which could depress the price of our common stock. Although
there are currently no shares of our preferred stock issued and outstanding, our articles of incorporation authorize us to issue up
to 10 million shares of one or more series of preferred stock. The board also has the power, without shareholder approval
(subject to Nasdaq shareholder approval rules), to set the terms of any series of preferred stock that may be issued, including
voting rights, dividend rights, preferences over our common stock with respect to dividends or in the event of a dissolution,
liquidation or winding up and other terms. In the event that we issue preferred stock in the future that has preference over our
common stock with respect to payment of dividends or upon our liquidation, dissolution or winding up, or if we issue preferred
stock with voting rights that dilute the voting power of our common stock, the rights of the holders of our common stock or the
market price of our common stock could be adversely affected. In addition, the ability of our Board to issue shares of preferred
stock without any action on the part of our shareholders may impede a takeover of us and prevent a transaction perceived to be
favorable to our sharcholders. The holders of our debt obligations will have priority over our common stock with respect to
payment in the event of liquidation, dissolution or winding up and with respect to the payment of interest and dividends. The
holders of our debt obligations will have priority over our common stock with respect to payment in the event of liquidation,
dissolution or winding up and with respect to the payment of interest and dividends. In any liquidation, dissolution or winding up
of the Company, our common stock would rank below all claims of the holders of outstanding debt issued by the Company. As
of December 31, 2823-2024 , we had $ 40. 0 million principal amount of subordinated notes outstanding due May 15, 2032. In
such event, holders of our common stock would not be entitled to receive any payment or other distribution of assets upon the
liquidation, dissolution or winding up of the Company until after all of the Company’ s obligations to the debt holders were
satisfied and holders of the subordinated debt had received any payment or distribution due to them. In addition, we are required
to pay interest on the subordinated notes and if we are in default in the payment of interest we would not be able to pay any
dividends on our common stock. 37 P ; a-ta ay-havea OV







