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The following risk factors could affect our business, financial condition or results of operations. These risk factors should be
considered in connection with evaluating the forward- looking statements contained in this Annual Report because they could
cause the actual results and conditions to differ materially from those projected in forward- looking statements. Before you buy
our common stock, you should know that investing in our common stock involves risks, including the risks described below.
The risks that are highlighted here are not the only ones we face. If the adverse matters referred to in any of the risks actually
occur, our business, financial condition or operations could be adversely affected. In that case, the trading price of our common
stock could decllne and you may lose all or part of your 1nvest1nent Risks Related to Our Business €hangesir-We are subject
to 1nterest A y srate risk enﬁreﬂment—&nd-may—htu%
. Our earnings and cash flows are largely dependent upon our net interest income. Interest rates are
highly sensitive to many factors that are beyond our control, including general economic conditions and policies of various

governmental and regulatory agencres and in partrcular the F ederal Reserve Board —Frem—Mafeh—ZGQQ—t-hreugh—}tﬂy%G%—m

risk by managing the Volume and mix of our earnlng assets and fundrng llabllltres Changes in monetary policy, including
changes in interest rates, could influence not only the interest we receive on loans and investments and the amount of interest we
pay on deposits and borrowings, but these changes could also affect: (1) our ability to originate and / or sell loans and obtain
deposits ; (2) the fair value of our financial assets and liabilities, which could negatively impact shareholders’ equity, and our
ability to realize gains from the sale of such assets ; (3) our ability to obtain and retain deposits in competition with other
available investment alternatives ; (4) the ability of our borrowers to repay adjustable or variable rate loans ; and (5) the average
duration of our investment securities portfolio and other interest- earning assets. If the interest rates paid on deposits and
borrowings increase at a faster rate than the interest received on loans and other investments, our net interest income, and
therefore earnings, could be adversely affected. Earnings could also be adversely affected if the interest rates received on loans
and other investments decline more rapidly than the interest rates paid on deposits and other borrowings. In a changing interest
rate environment, we may not be able to manage this risk effectively. If we are unable to manage interest rate risk effectively,
our business, financial condition and results of operations could be materially affected. +8%We-We are subject to liquidity risk.
Our banking operations require liquidity to meet our deposit and debt obligations as they come due. There are many potential
factors that could reduce our access to liquidity sources, including rising-higher interest rates— rate environments , tightening
fiscal policy, a downturn in the U. S. economy, difficult credit markets or adverse regulatory actions. Our access to deposits
may also be affected by the liquidity needs of our depositors. A substantial majority of our liabilities are demand, savings,
interest checking and money market deposits, which are payable on demand or upon several days' notice, while by comparison,
a substantial portion of our assets are loans, which cannot be called or sold in the same time frame. We may not be able to
replace maturing deposits and advances as necessary in the future, especially if a large number of our depositors sought to
withdraw their accounts, regardless of the reason. Our access to deposits may be negatively impacted by, among other factors,
periods of low interest rates or higher interest rates which could promote increased competition for deposits, including from new
financial technology competitors, or provide customers with alternative investment options. Additionally, negative news about
us or the banking industry in general could negatively impact market and / or customer perceptions of our company, which
could lead to a loss of depositor confidence and an increase in deposit withdrawals, particularly among those with uninsured
deposits. Furthermore, as we and other regional banking organizations experienced in 2023, the failure of other financial
institutions may cause deposit outflows as customers spread deposits among several different banks so as to maximize their
amount of FDIC insurance, move deposits to banks deemed" too big to fail" or remove deposits from the banking system
entirely. As of December 31, 2823-2024 , approximately 49-54 % of our deposits were uninsured, and we rely on these deposits
for liquidity. A failure to maintain adequate liquidity could have a material adverse effect on our business, financial condition
and results of operations. Ynfaverable-10Unfavorable glebal-cconomic, geopolitical conflicts and other political conditions
could adversely affect our business, financial condition or results of operations. Our results of operations could be adversely
affected by general conditions in the local, national, and global eeeﬂefny—economles t-he—g-lebal—ﬁnancral markets and g-lebal-
political conditions. Our financial performance generally b
inflation-, higher-and in particular the ablllty of borrowers to pay interest fates—on and repay prlnclpal of outstandmg loans
and the value of collateral securing poter 0
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products and services we offer, is highly dependent upon the business environment in the markets where we operate. A




favorable business environment is generally characterized by, among other factors, economic growth, efficient capital +f
needed-markets, low inflation, low unemployment, high business and investor confidence, and strong business earnings.
Unfavorable or uncertain economic and market conditions can be caused by a decline in economic growth both in the U.
S. and internationally; declines in business activity or investor or business confidence; limitations on aceeptable-terms-the
availability of or increases in the cost of credit and capital; increases in inflation or interest rates; high unemployment;
natural disasters; global pandemics, trade policies and tariffs; or a combination of these or other factors. In addition,
financial markets and global supply chains may be adversely affected by the current or anticipated impact of global wars
/ military conflicts, terrorism or other geopolitical events . A weak or declining economy or political disruption, including
any international trade disputes, could also strain our manufacturers or suppliers, possibly resulting in supply disruptions, or
cause our customers to delay making payments for our products and services. Any of the foregoing could seriously harm our
business, and we cannot anticipate all of the ways in which the political or economic climate and financial market conditions
could seriously harm our business. Significant declines in the value of commercial real estate could adversely impact us.
Approximately 63 % of our total commercial loans, or about $8-52 % of our total loans, relate to commercial real estate .
Commercial real estate lending involves more risk than residential lending because loan balances are typically greater
and repayment is dependent upon the borrower’ s business operations . Stressed economic conditions may reduce the value
of commercial real estate and strain the financial conditions of our commercial real estate borrowers, especially in the land
development and non- owner occupied commercial real estate segments of our loan portfolio. Those difficulties could adversely
affect us and could produce losses and other adverse effects on our business. Additionally, in recent years, commercial real
estate markets have been particularly impacted by the economic disruption resulting from the COVID- 19 pandemic.
The COVID- 19 pandemic has also been a catalyst for the evolution of various remote work options that have impacted
the long- term performance of some types of office properties within our commercial real estate portfolio. Accordingly,
the federal banking regulatory agencies have expressed concerns about weaknesses in the current commercial real estate
market. Failures in our risk management policies, procedures and controls could adversely affect our ability to manage
this portfolio going forward and could result in an increased rate of delinquencies in, and increased losses from, this
portfolio, which, accordingly, could have a material adverse effect on our business, financial condition and results of
operations. HMarket—- Market volatility may adversely affect us. The capital and credit markets may experience volatility
and disruption. In some cases, the markets have produced downward pressure on stock prices and credit availability for certain
issuers without apparent regard to those issuers’ underlying financial strength. Future levels of market disruption and volatility
may have an adverse effect, which may be material, on our ability to access capital and on our business, financial condition and
results of operations. Our future success is dependent on our ability to compete effectively in the highly competitive banking
industry. We face substantial competition in all phases of our operations from a variety of different competitors. Our future
growth and success will depend on our ability to compete effectively in this highly competitive environment. We compete for
deposits, loans and other financial services with numerous Michigan- based and national and regional banks, thrifts, credit
unions and other financial institutions as well as other entities that provide financial services, including securities firms and
mutual funds. Some of the financial institutions and financial service organizations with which we compete are not subject to the
same degree of regulation as we are. Many of our competitors have been in business for many years, have established customer
bases, are larger, have substantially higher lending limits than we do and offer larger branch networks and other services which
we do not, including trust and international banking services. Most of these entities have greater capital and other resources than
we do, which, among other things, may allow them to price their services at levels more favorable to the customer and to
provide larger credit facilities than we do. This competition may limit our growth or earnings. Under specified circumstances
(that have been modified by the Dodd- Frank Act and EGRRCPA), securities firms and insurance companies that elect to
become financial holding companies under the Bank Holding Company Act may acquire banks and other financial institutions.
Federal banking law affects the competitive environment in which we conduct our business. The financial services industry is
also likely to become more competitive as further technological advances enable more companies to provide financial services.
These technological advances may diminish the importance of depository institutions and other financial intermediaries in the
transfer of funds between parties. Our risk management systems may fall short of their intended objectives. We seek to monitor
and control our risk exposure through a risk and control framework encompassing a variety of separate but complementary
financial, credit, operational, compliance and legal reporting systems, internal controls, management review processes and other
mechanisms. Our risk management process seeks to balance our ability to profit from investing or lending positions with our
exposure to potential losses. While we employ a broad and diversified set of risk monitoring and risk mitigation techniques,
those techniques and the judgments that accompany their application cannot anticipate every economic and financial outcome or
the specifics and timing of such outcomes. Thus, we may, in the course of our activities, incur losses. +2¥%We-11We may not be
able to successfully adapt to evolving industry standards and market pressures. Our success depends, in part, on our ability to
adapt products and services to evolving industry standards. There is increasing pressure to provide products and services at
lower prices. This can reduce net interest income and noninterest income from fee- based products and services. In addition, the
widespread adoption of new technologies could require us to make substantial capital expenditures to modify or adapt existing
products and services or develop new products and services. We may not be successful in introducing new products and services
in response to industry trends or developments in technology, or those new products may not achieve market acceptance. As a
result, we could lose business, be forced to price products and services on less advantageous terms to retain or attract clients, or




deferred-tax—assets-. Our inability to execute or integrate potential future acquisitions successfully could impede us from
realizing all of the benefits of the acquisitions, which could weaken our operations. In addition to pursuing organic growth, we
may also pursue strategic acquisition opportunities that we believe will fit our core philosophy and culture, enhance our
profitability and provide appropriate risk- adjusted returns. These acquisition opportunities could be material to our business and
involve a number of risks, including the following: © intense competition from other banking organizations and other acquirers
for potential merger candidates drives market pricing; ° time and expense associated with identifying and evaluating potential
acquisitions and negotiating potential transactions may divert human and capital resources without producing the desired
returns; ° estimates and judgments used to evaluate credit, operations, management and market risks with respect to the target
institution or assets are inherently complex and may be inaccurate; © potential exposure to unknown or contingent liabilities of
targets; and ° regulatory time frames for review of applications may limit the number and frequency of transactions we may be
able to consummate. 43H-If we are unable to successfully integrate potential future acquisitions, we could be impeded from
realizing all of the benefits of those acquisitions and could weaken our business operations. The integration process may disrupt
our business and, if implemented ineffectively, may preclude realization of the full benefits expected by us and could harm our
results of operations. In addition, the overall integration of the combining companies may result in unanticipated problems,
expenses, liabilities and competitive responses, and may cause our stock price to decline. The difficulties of integrating an
acquisition include, among others: ° unanticipated issues in integration of information, communications and other systems; °
unanticipated incompatibility of logistics, marketing and administrative methods; © maintaining employee morale and retaining
key employees; ° integrating the business cultures of both companies; ° preserving important strategic client relationships; °
coordinating geographically diverse organizations; and ° consolidating corporate and administrative infrastructures and
eliminating duplicative operations. Finally, even if the operations of an acquisition are integrated successfully, we may not
realize the full benefits of the acquisition, including the synergies, cost savings or growth opportunities we expect. These
benefits may not be achieved within the anticipated time frame as well. Our inability to overcome these risks could have an
adverse effect on our ability to implement our business strategy, which, in turn, could have an adverse effect on our business,
financial condition and results of operations. The soundness of other financial institutions could adversely affect us. Our ability
to engage in routine funding transactions could be adversely affected by the actions and commercial soundness of other financial
institutions. Financial services institutions are interrelated as a result of trading, clearing, counterparty or other relationships. We
have exposure to many different industries and counterparties, and we routinely execute transactions with counterparties in the
financial industry. As a result, defaults by, or even rumors or questions about, one or more financial services institutions, or the
financial services industry generally, have led to market- wide liquidity problems and could lead to losses or defaults by us or by
other institutions. Even routine funding transactions expose us to credit risk in the event of default of our counterparty or client.
In addition, our credit risk may be exacerbated when the collateral held by us cannot be realized upon or is liquidated at prices
not sufficient to recover the full amount of the financial instrument exposure due us. There is no assurance that any such losses
would not materially and adversely affect our results of operations. ©ur-120ur credit losses could increase and our allowance
may not be adequate to cover actual loan losses. Fhe-As the risk of nonpayment of loans is inherent in all lending activities, we
maintain allowances for credit losses on loans, securities and off- balance sheet credit exposures. Regardless, nonpayment,
when it occurs, may have a materially adverse effect on our earnings and overall financial condition as well as the value of our
common stock. Our focus on commercial lending may result in a larger concentration of loans to small businesses. As a result,
we may assume different or greater lending risks than other banks. We make various assumptions and judgments about the
eoHeetability-collectibility of our loan portfolio and provide an allowance for credit losses based on several factors. If our
assumptions are wrong, our allowance may not be sufficient to cover our losses, which would have an adverse effect on our



operating results. The actual amounts of future provisions for credit losses cannot be determined at this time and may exceed the
amounts of past provisions. Additienste-eur-Any increase in the allowance for credit losses on loans, securities and / or off-
balance sheet credit exposures will result in a decrease etr-in net income and, possibly, capital, and may have a material
adverse effect on our business, financial condition and results of operations . We rely heavily on our management and other
key personnel, and the loss of any of them may adversely affect our operations. We are and will continue to be dependent upon
the services of our management team, including our executive officers and our other senior managers. The unanticipated loss of
our executive officers, or any of our other senior managers, could have an adverse effect on our growth and performance. In
addition, we continue to depend on our key commercial loan officers. Several of our commercial loan officers are responsible, or
share responsibility, for generating and managing a significant portion of our commercial loan portfolio. Our success can be
attributed in large part to the relationships these officers as well as members of our management team have developed and are
able to maintain with our customers as we continue to implement our community banking philosophy. The loss of any of these
commercial loan officers could adversely affect our loan portfolio and performance, and our ability to generate new loans. Many
of our key employees have signed agreements with us agreeing not to compete with us in one or more of our markets for
specified time periods if they leave employment with us. However, we may not be able to effectively enforce such agreements.
Some of the other financial institutions in our markets also require their key employees to sign agreements that preclude or limit
their ability to leave their employment and compete with them or solicit their customers. These agreements make it more
difficult for us to hire loan officers with experience in our markets who can immediately solicit their former or new customers
on our behalf. +4Bireet—- Direct and indirect effects of climate change may adversely affect us. Climate change presents
immediate and long- term risks to us and to our customers and communities, with risks expected to increase over time. Climate
change refers to risk of life and property damage occurring due to naturally occurring events induced by human behavior and
can manifest in the form of physical risk and indirect risk. Physical risk refers to results of severe weather, such as floods,
hurricanes, rising sea levels, fires and water availability. Indirect risk refers to how changes in regulation, conscious consumer
choices, competition for sustainable products, and reduced demand for goods or services that produce significant green- house
gas emissions may impact the results and operations of a company. Physical effects of climate change to our offices, branches or
personnel could have an immediate adverse effect on our operations and financial condition, whereas indirect consequences may
result in increased expenditures to comply with climate- related regulations. Similarly, physical effects could have a severe
impact on the business and operations of our customers and vendors. Furthermore, consumer choices and shareholder demands
could require our customers to invest more in cleaner energy manufacturing and procurement and to compete with innovative
new products that generate lower emissions, which may or may not be successful. If our customers are not able to keep up with
evolving climate change effects, it could ultimately have an adverse effect on our business and results of operations. Lastly, like
other financial institutions, we also run a reputational risk of financing businesses that are responsible for significant green-
house gas emissions or are related to carbon- based energy sources. While our risk management framework monitors various
types of risks and applies risk mitigation techniques including for environmental risks, and while we have been conscious of our
own carbon footprint and have established an-ESG-a Sustainability Committee, introduction of new climate- related legislation
and related compliance costs as well as the unpredictable effects of climate change on us or our customers could have a negative
impact on our business, financial condition and results of operations, even if temporary in nature. Fature-13Failure to meet the
rapidly changing ESG expectations or standards, or achieve our ESG goals, could adversely affect our business, results of
operations, financial condition or stock price. There has-beenare rapidly changing discussions af-and inereased-foeus-from
regulatorsregulations surrounding and-steekholderson-ESG matters, including greenhouse gas emissions, sustainability and
climate- related risks; diversity, equity and inclusion; responsible sourcing and supply chain; human rights and social
responsibility; and corporate governance and oversight. Given our commitment to ESG, we actively manage these issues and
have established and publicly announced certain goals, commitments and targets which we may refine or even expand further in
the future. These goals, commitments and targets reflect our current plans and aspirations and are not guarantees that we will be
able to achieve them. Evolving stakeholder expectations and our efforts and ability to manage these issues, provide updates on
them and accomplish our goals, commitments and targets present numerous operational, regulatory, reputational, financial, legal
and other risks, any of which may be outside of our control or could have a material adverse impact on our business, including
on our reputation and stock price. Further, there is uncertainty around the accounting standards and climate- related disclosures
assomated with emerglng laws and reportlng requlrements and the related costs to comply w1th the emerglng regulatlons Our

reduee-ourstoekpriee—15Changes—- Changes in SOF R could adversely affect the amount of interest that accrues on SOFR-
linked instruments. Effective January 1, 2022, we replaced the 30- Day Libor Rate with the CME Term SOFR Rate for all new
floating rate commercial loan commitments. On or about June 30, 2023, all commercial loans tied to the 30- Day Libor Rate
converted to an equivalent fallback SOFR Rate. Because SOFR is published by the Federal Reserve Bank of New York ("
FRBNY") based on data received from other sources, we have no control over its determination, calculation or publication.
There can be no assurance that SOFR will not be discontinued or fundamentally altered in a manner that is materially adverse to
the interests of investors in SOFR- linked instruments. If the manner in which SOFR is calculated is changed, that change may
result in a change in the amount of interest that accrues on the SOFR- linked instruments. In addition, the interest rate on SOFR-
linked instruments may for any day not be adjusted for any modification or amendments to SOFR for that day that the FRBNY



may publish if the interest rate for that day has already been determined prior to such determination. There is no assurance that
changes in SOFR could not have a material adverse effect on the yield on, value of, and market for SOFR- linked instruments,
which could have a material adverse effect on our business. Further, SOFR is a relatively new interest rate, and the FRBNY or
any successor, as administrator of SOFR, may make methodological or other changes that could change the value of SOFR,
including changes related to the methodology by which SOFR is calculated, eligibility criteria applicable to the transactions used
to calculate SOFR or timing related to the publication of SOFR. If the manner in which SOFR is calculated is changed, the
change may result in a reduction of the amount of interest payable on loans we have made to customers, which could have a
material adverse effect on our business. The administrator of SOFR may withdraw, modify, suspend or discontinue the
calculation or dissemination of SOFR in its sole discretion and without notice, and has no obligation to consider the interests of
investors in calculating, withdrawing, modifying, amending, suspending or discontinuing SOFR. Our accounting policies and
methods are the basis for how we prepare our consolidated financial statements, and they require management to make
estimates about matters that are inherently uncertain. Accounting policies and processes are fundamental to how we record and
report our financial condition and results of operations. We must exercise judgment in selecting and applying many of these
accounting policies and processes so they comply with U. S. GAAP. In some cases, we must select the accounting policy or
method to apply from two or more alternatives, any of which may be reasonable under the circumstances, yet may result in our
reporting materially different results than would have been reported under a different alternative. We have identified certain
accounting policies as being critical because they require us to make difficult, subjective or complex judgments about matters
that are uncertain. Materially different amounts could be reported under different conditions or using different assumptions or
estimates. We have established detailed policies and control procedures that are intended to ensure these critical accounting
estimates and judgments are well controlled and applied consistently. In addition, the policies and procedures are intended to
ensure that the process for changing methodologies occurs in an appropriate manner. Because of the uncertainty surrounding
management’ s judgments and the estimates pertaining to these matters, we cannot guarantee that we will not be required to
adjust accounting policies or restate prior period financial statements. For additional information, see * Critical Accounting
Estimates ” beginning on page F- 3 of this Annual Report and “ Note 1 — Summary of Significant Accounting Policies ”
beginning on page F- 48-36 of this Annual Report. +6We-14We continually encounter technological change, and we may have
fewer resources than our competitors to continue to invest in technological improvements. The banking industry is undergoing
technological changes with frequent introductions of new technology- driven products and services, such as those related to
artificial intelligence, automation and algorithms. In addition to better serving customers, the effective use of technology
increases efficiency and enables financial institutions to reduce costs. Our future success will depend, in part, on our ability to
address the needs of our customers by using technology to provide products and services that will satisfy customer demands for
convenience as well as create additional efficiencies in our operations. Many of our competitors have substantially greater
resources to invest in technological improvements than we do. There can be no assurance that we will be able to effectively
implement new technology- driven products and services or be successful in marketing these products and services to our
customers. In addition, our implementation of certain new technologies, such as those related to artificial intelligence,
automation and algorithms, in our business processes may have unintended consequences due to their limitations or our failure to
use them effectively. Failure to successfully manage technological changes could have a material adverse effect on our business,
financial condition and results of operations. Damage to our reputation could materially harm our business. Our relationship
with many of our clients is predicated upon our reputation as a fiduciary and a service provider that adheres to the highest
standards of ethics, service quality and regulatory compliance. Adverse publicity, regulatory actions, litigation, operational
failures, the failure to meet client expectations and other issues with respect to one or more of our businesses could materially
and adversely affect our reputation, our ability to attract and retain clients or our sources of funding for the same or other
businesses. Preserving and enhancing our reputation also depends on maintaining systems and procedures that address known
risks and regulatory requirements, as well as our ability to identify and mitigate additional risks that arise due to changes in our
businesses and the marketplaces in which we operate, the regulatory environment and client expectations. If any of these
developments has a material effect on our reputation, our business will suffer. Our business is subject to operational risks. We,
like most financial institutions, are exposed to many types of operational risks, including the risk of fraud by employees or
outsiders, unauthorized transactions by employees or operational errors. To date, we have not experienced a significant
compromise, significant data loss or any material financial losses related to cybersecurity attacks, but our systems and those of
our customers and third- party service providers are under constant threat, and it is possible that we could experience a
significant event in the future. Operational errors may include clerical or record keeping errors or those resulting from faulty or
disabled computer or telecommunications systems. Given our volume of transactions, certain errors may be repeated or
compounded before they are discovered and successfully corrected. Our necessary dependence upon automated systems to
record and process our transaction volume may further increase the risk that technical system flaws or employee tampering or
manipulation of those systems will result in losses that are difficult to detect. We may also be subject to disruptions of our
operating systems arising from events that are wholly or partially beyond our control, including, for example, computer viruses
or electrical or telecommunications outages, which may give rise to losses in service to customers and to loss or liability to us.
We are further exposed to the risk that our external vendors may be unable to fulfill their contractual obligations to us, or will be
subject to the same risk of fraud or operational errors by their respective employees as are we, and to the risk that our or our
vendors’ business continuity and data security systems prove not to be adequate. We also face the risk that the design of our
controls and procedures proves inadequate or is circumvented, causing delays in detection or errors in information. Although we
maintain a system of controls designed to keep operational risks at appropriate levels, there can be no assurance that we will not
suffer losses from operational risks in the future that may be material in amount. +7We-1SWe face the risk of cyber- attack to
our computer systems. In the ordinary course of business, we collect and store sensitive data, including proprietary business



information and personally identifiable information of our customers and employees in systems and on networks. The secure
processing, maintenance and use of this information is critical to our operations. To date, we have not experienced a significant
compromise, significant data loss or any material financial losses related to cybersecurity attacks, but our systems and those of
our customers and third- party service providers are under constant threat, and it is possible that we could experience a
significant event in the future. Cybersecurity threats include unauthorized access, loss or destruction of data (including
confidential client information), account takeovers, unavailability of service, computer viruses or other malicious code, cyber-
attacks and other events. Remote working of employees introduces additional potential cybersecurity risks due to the use of
home networks, video conferencing and other remote work technologies over which we do not have as much control as our
internal systems. Cyber threats may derive from human error, fraud or malice on the part of employees or third parties, or may
result from accidental technological failure. We cannot assure that such breaches, failures or interruptions will not occur or, if
they do occur, that they will be adequately addressed by us or the third parties on which we rely. We may not be insured against
all types of losses as a result of third- party failures, and insurance coverage may be inadequate to cover all losses resulting from
breaches, systems failures or other disruptions. If one or more of these events occurs, it could result in the disclosure of
confidential client information, damage to our reputation with our clients and the market, additional costs to us (such as
repairing systems or adding new personnel or protection technologies), regulatory penalties and financial losses, to both us and
our clients and customers. Such events could also cause interruptions or malfunctions in our operations (such as the lack of
availability of our online banking system), as well as the operations of our clients, customers or other third parties. Risks and
exposures related to cybersecurity attacks are expected to remain high for the foreseeable future due to the rapidly evolving
nature and sophistication of these threats, as well as due to the expanding use of internet banking, mobile banking and other
technology- based products and services by us and our customers. Although we maintain safeguards to protect against these
risks, there can be no assurance that we will not suffer losses in the future that may be material in amount. As-a-banl-we-are

] : ; - ybersecurlty risks and dlsclosures are
1ncreasmgly regulated by various government agencies, including federal and state bank regulatory agencies and the Securities
and Exchange Commission. Failure to observe such guidance may result in supervisory identification of unsafe or unsound
practices or other deficiencies in risk management or other areas that do not constitute violations of law or regulation.
Regulatory Risks We are subject to significant government regulation, and any regulatory changes may adversely affect us. The
banking industry is subject to extensive regulation, supervision and legal requirements under both federal and state law that
govern almost all aspects of our operations. These regulations are primarily intended to protect customers, the federal deposit
insurance fund, and the stability of the U. S. financial system, not our creditors or shareholders. Existing state and federal
banking laws subject us to substantial limitations with respect to our activities, including the making of loans, the purchase of
securities, the payment of dividends and many other aspects of our business. Some of these laws may benefit us, others may
increase our costs of doing business, or otherwise adversely affect us and create competitive advantages for others. Regulations
affecting banks and financial services companies undergo continuous change, which may be accelerated by changes in the
administration of federal and state governments, and we cannot predict the ultimate effect of these changes, which could have a
material adverse effect on our profitability or financial condition. Federal economic and monetary policy may also affect our
ability to attract deposits, make loans and achieve satisfactory interest spreads. The implementation, amendment or repeal of
federal financial services laws or regulations may limit our business opportunities, impose additional costs on us, impact our
revenues or the value of our assets, or otherwise adversely affect our business, financial condition or results of operations.
HMinimum-16Minimum capital requirements may adversely affect our ability (and that of our bank) to pay cash dividends,
reduce our profitability, or otherwise adversely affect our business, financial condition or results of operations. We are subject to
extensive capital regulations imposed by federal and state banking regulations. These regulations, among other things, establish
minimum requirements to qualify as a “ well- capitalized > institution. If our bank were to fail to maintain its status of *“ well-
capitalized ” under the applicable regulatory capital regulations, we may lose our status as a financial holding company and be
subjected to a consent agreement requiring us to bring our bank back to a “ well- capitalized ” status. Such an agreement may
impose restrictions on our activities. If we were to fail to enter into such an agreement, or fail to comply with the terms of such
agreement, the Federal Reserve may impose more severe restrictions on our activities, including requiring us to cease and desist
activities permitted under the Bank Holding Company Act of 1956. The regulatory environment is constantly evolving, with
requirements frequently being introduced or amended. It is possible that increases in regulatory capital requirements and
changes in how regulatory capital is calculated could require us to increase our capital levels by issuing additional securities that
qualify as regulatory capital, thus potentially diluting our existing shareholders, or by taking other actions, such as selling assets,
in order to maintain required capital ratios. We may be unable to sell some of our assets, or we may have to sell assets at a
discount from market value, either of which could adversely affect our results of operations, cash flow and financial condition.
Risks Related to Our Stock Issuance of debt securities or sales of our common stock or other securities may dilute the value of
our common stock. We have issued both trust preferred securities and subordinated notes. In the event of our liquidation, the
holders of our debt securities would receive a distribution of our available assets before distributions are made to holders of our
common stock. In many situations, our Board of Directors has the authority, without any vote of our shareholders, to issue
shares of our authorized but unissued preferred or common stock, including shares authorized and unissued under our equity
incentive plans. In the future, we may issue additional debt or equity securities, through public or private offerings, in order to
raise additional capital. Any such issuance of equity securities would dilute the percentage of ownership interest of existing




shareholders and may dilute the per share book value of the common stock. In addition, option holders under our stock- based
incentive plans may exercise their options at a time when we would otherwise be able to obtain additional equity capital on
more favorable terms. RegulatoryRisks-We may need to raise additional capital in the future, and such capital may not be
available when needed or at all. We may need or want to raise additional capital in the future by issuing debt or equity securities
to provide us with sufficient capital resources and liquidity to meet our commitments and business needs, particularly if our asset
quality or earnings were to deteriorate significantly. Our ability to raise additional capital will depend on, among other things,
conditions in the capital markets at that time, which are outside of our control, and our financial performance. Economic
conditions and any loss of confidence in financial institutions generally may increase our cost of funding and limit access to
certain customary sources of capital. There can be no assurance that capital will be available on acceptable terms or at all. Any
occurrence that may limit our access to the capital markets, such as a decrease in our credit rating or a decline in the confidence
of equity or debt purchasers, or counterparties participating in the capital markets, may adversely affect our capital costs and our
ability to raise capital and, potentially, our liquidity. Also, 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. An inability to raise additional capital on acceptable terms when needed could have a materially adverse effect on our
business, financial condition and results of operations. +96ur-170ur Articles of Incorporation and-, By- laws ane-, the
corporate laws of the State of Michigan , and federal banking laws contain provisions that may discourage or prevent a
takeover of our company and reduce any takeover premium. Our Articles of Incorporation and-, By- laws, and-the corporate
laws of the State of Michigan, and federal banking laws include provisions which are designed to provide our Board of
Directors with time to consider whether a hostile takeover offer is in our and our shareholders’ best interest. These provisions,
however, could discourage potential acquisition proposals and could delay or prevent a change in control. The provisions also
could diminish the opportunities for a holder of our common stock to participate in tender offers, including tender offers at a
price above the then- current market price for our common stock. These provisions could also prevent transactions in which our
shareholders might otherwise receive a premium for their shares over then- current market prices, and may limit the ability of
our shareholders to approve transactions that they may deem to be in their best interest. The Michigan Business Corporation Act
contains provisions intended to protect shareholders and prohibit or discourage various types of hostile takeover activities. In
addition to these provisions and the provisions of our Articles of Incorporation and By- laws, federal banking tavw-laws requires
- require the Federal Reserve Board’ s approval prior to acquiring ““ control ” of a bank holding company. All of these
provisions may delay or prevent a change in control without action by our shareholders and could adversely affect the price of
our common stock. There is a limited trading market for our common stock. The price of our common stock has been, and will
likely continue to be, subject to fluctuations based on, among other things, economic and market conditions for bank holding
companies and the stock market in general, as well as changes in investor perceptions of our company. The issuance of new
shares of our common stock also may affect the market for our common stock. Our common stock is traded on the Nasdaq
Global Select Market under the symbol “ MBWM. ” The development and maintenance of an active public trading market
depends upon the existence of willing buyers and sellers, the presence of which is beyond our control. While we are a publicly =
traded company, the volume of trading activity in our stock is still relatively limited. Even if a more active market develops,
there can be no assurance that such a market will continue, or that our shareholders will be able to sell their shares at or above
the price at which they acquired shares. The value of securities in our investment securities portfolio may be negatively affected
by disruptions in securities markets. Prices and volumes of transactions in the nation’ s securities markets can be affected
suddenly by economic crises, or by other national or international crises, such as national disasters, acts of war or terrorism,
changes in commodities markets, or instability in foreign governments. Disruptions in securities markets may detrimentally
affect the value of securities that we hold in our investment portfolio, such as through reduced valuations due to the perception
of heightened credit and liquidity risks. There can be no assurance that declines in market value associated with these disruptions
will not result in a loss in principal value of these assets, which would lead to accounting charges that could have a material
adverse effect on our net income and capital levels. Item 1B. Unresolved Staff Comments



