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; ; A anee—Vonetary p011c1es and regulatlons of the F ederal Reserve Board could
adversely affect our busmess ﬁnan01al condition and results of operations. In addition to being affected by general economic
conditions, our earnings and growth are affected by the policies of the Federal Reserve Board. An important function of the
Federal Reserve Board is to regulate the money supply and credit conditions. Among the instruments used by the Federal
Reserve Board to implement these objectives are open market purchases and sales of U. S. government securities, adjustments of
the discount rate and changes in banks’ reserve requirements against bank deposits. These instruments are used in varying
combinations to influence overall economic growth and the distribution of credit, bank loans, investments and deposits. Their
use also affects interest rates charged on loans or paid on deposits. The monetary policies and regulations of the Federal Reserve
Board have had a significant effect on the operating results of financial institutions in the past and are expected to continue to do
so in the future. The effects of such policies upon our business, financial condition and results of operations cannot be predicted.
38-Strong traditional and non- traditional competition within our market areas may limit our growth and profitability. We face
intense competition in making loans and attracting deposits. Price competition from other financial institutions, credit unions,
money market and mutual funds, insurance companies, and other non- traditional competitors such as financial technology
companies for loans and deposits sometimes results in us charging lower interest rates on our loans and paying higher interest
rates on our deposits and may reduce our net interest income. Competition also makes it more difficult and costly to attract and
retain qualified employees. Many of the institutions with which we compete have substantially greater resources and lending
limits than we have and may offer services that we do not provide. Our competitors also may price loan and deposit products
aggressively when they enter into new lines of business or new market areas. We expect competition to increase in the future as
a result of legislative, regulatory, and technological changes and the continuing trend of consolidation in the financial services
industry. If we are not able to compete effectively in our market area, our profitability may be negatively affected. The greater
resources and broader offering of deposit and loan products of some of our competitors may also limit our ability to increase our
interest- earning assets. Government responses to economic conditions may adversely affect our operations, financial condition
and earnings. The Dodd- Frank Wall Street Reform and Consumer Protection Act has changed the bank regulatory framework,
created an independent consumer protection bureau that has assumed the consumer protection responsibilities of the various
federal banking agencies, and established more stringent capital standards for savings associations and savings and loan holding
companies, subject to a transition period. Bank regulatory agencies also have been responding aggressively to concerns and
adverse trends identified in examinations. Ongoing uncertainty and adverse developments in the financial services industry and
the domestic and international credit markets, and the effect of the Dodd- Frank Act and regulatory actions, may adversely
affect our operations by restricting our business activities, including our ability to originate or sell loans, modify loan terms, or
foreclose on property securing loans. These risks could affect the performance and value of our loan and investment securities
portfolios, which also would negatively affect our financial performance. We operate in a highly regulated environment and may
be adversely affected by changes in laws and regulations. We are subject to extensive regulation, supervision, and examination
by the Office of the Comptroller of the Currency and the Federal Deposit Insurance Corporation. Federal regulations govern the
activities in which we may engage, and are primarily for the protection of depositors and the Deposit Insurance Fund. These
regulatory authorities have extensive discretion in connection with their supervisory and enforcement activities, including the
imposition of restrictions on the operations of a savings association, the classification of assets by a savings association, and the
adequacy of a savings association’ s allowance for loan losses. Any change in such regulation and oversight, whether in the
form of regulatory policy, regulations or legislation, could have a material impact on 36 our results of operations. Because our
business is highly regulated, the laws, rules and applicable regulations are subject to regular modification and change. Any
legislative, regulatory or policy changes adopted in the future could make compliance more difficult or expensive or otherwise
adversely affect our business, financial condition or prospects. Further, we expect any such new laws, rules or regulations will
add to our compliance costs and place additional demands on our management team. Non- compliance with the USA PATRIOT
Act, Bank Secrecy Act, or other laws and regulations could result in fines or sanctions. The USA PATRIOT and Bank Secrecy
Acts require financial institutions to develop programs to prevent financial institutions from being used for money laundering
and terrorist activities. If such activities are suspected, financial institutions are obligated to file suspicious activity reports with
the U. S. Treasury’ s Office of Financial Crimes Enforcement Network. These rules require financial institutions to establish
procedures for identifying and verifying the identity of customers seeking to open new financial accounts. Failure to comply



with these regulations could result in fines or sanctions, including restrictions on pursuing acquisitions or establishing new
branches. The policies and procedures we have adopted that are designed to assist in compliance with these laws and regulations
may not be effective in preventing violations of these laws and regulations. Furthermore, these rules and regulations continue to
evolve and expand. We have not been subject to fines or other penalties, or have suffered business or reputational harm, as a
result of money laundering activities in the past. 39-Legal and regulatory proceedings and related matters could adversely affect
us. We have been and may in the future become involved in legal and regulatory proceedings. We consider most of the
proceedings to be in the normal course of our business or typical for the industry; however, it is inherently difficult to assess the
outcome of these matters, and we may not prevail in any proceedings or litigation. There could be substantial costs and
management diversion in such litigation and proceedings, and any adverse determination could have a materially adverse effect
on our business, brand or image, or our financial condition and results of our operations. Societal responses to climate change
could adversely affect our business and performance, including indirectly through impacts on our customers. Concerns over the
long- term impacts of climate change have led and will continue to lead to governmental efforts around the world to mitigate
those impacts. Consumers and businesses also may change their behavior on their own as a result of these concerns. We and our
customers will need to respond to new laws and regulations as well as consumer and business preferences resulting from climate
change concerns. We and our customers may face cost increases, asset value reductions, operating process changes, and the
like. The impact on our customers will likely vary depending on their specific attributes, including reliance on or role in carbon
intensive activities. Among the impacts to us could be a drop in demand for our products and services, particularly in certain
sectors. In addition, we could face reductions in creditworthiness on the part of some customers or in the value of assets
securing loans. Our efforts to take these risks into account in making lending and other decisions, including by increasing our
business with climate- friendly companies, may not be effective in protecting us from the negative impact of new laws and
regulations or changes in consumer or business behavior. ITEM 1B. UNRESOLVED STAFF COMMENTS None. 46-37



