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The material risks that management believes affect the Company are described below. You should carefully consider the risks,
together with all of the information included herein. The risks described below are not the only risks the Company faces.
Additional risks not presently known or that the Company believes are immaterial also may have a material adverse effect on
the Company’ s results of operations and financial condition. Macroeconomic and Credit Risks A decline in general business
and economic conditions and any regulatory responses to such conditions could have a material adverse effect on our business,
financial position, results of operations and growth prospects. Our business and operations are sensitive to business and
economic conditions in the United States, generally, and particularly the state of Illinois and the St. Louis metropolitan area. If
the national, regional and local economies experience worsening economic conditions, our growth and profitability could be
harmed. Weak economic conditions are characterized by, among other indicators, elevated levels of unemployment, fluctuations
in debt and equity capital markets, increased delinquencies on mortgage, commercial and consumer loans, residential and
commercial real estate price declines, and lower home sales and commercial activity. All of these factors are generally
detrimental to our business. Our business is significantly affected by monetary and other regulatory policies of the U. S. federal
government, its agencies and government- sponsored entities. Changes in any of these policies are influenced by
macroeconomic conditions and other factors that are beyond our control, are difficult to predict and could have a material
adverse effect on our business, financial position, results of operations and growth prospects. If we do not effectively manage
our credit risk, we may experience increased levels of nonperforming loans, charge- offs and delinquencies, which could require
increases in our provision for credit losses on loans. There are risks inherent in making any loan, including risks inherent in
dealing with individual borrowers, risks of nonpayment, risks resulting from uncertainties as to the future value of collateral and
cash flows available to service debt , and risks resulting from changes in economic and market conditions. We cannot guarantee
that our credit underwriting and monitoring procedures will reduce these credit risks, and they cannot be expected to completely
eliminate our credit risks. If the overall economic climate in the United States, generally, or our market areas, specifically,
declines, our borrowers may experience difficulties in repaying their loans, and the level of nonperforming loans, charge- offs
and delinquencies could rise and require further increases in the provision for credit losses on loans, which would cause our net
income, return on equity and capital to decrease. We maintain our allowance for credit losses on loans at a level that
management considers adequate to absorb expected credit losses on loans based on an analysis of our portfolio and market
environment. As of December 31, 2822-2023 , our allowance for credit losses on loans as a percentage of total loans was -1 . 9%
12 % and as a percentage of total nonperforming loans was +23-121 . 53-56 %. Although management believed, as of such date,
that the allowance for credit losses on loans was 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.
These adjustments may adversely affect our business, financial condition and results of operations. A Beeause-a-significant
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, approximately 49-52 . 5-8 % of our loan portfolio was comprised of loans with real estate as a primary or secondary component
of collateral. As a result, adverse developments affecting real estate values in our market areas could increase the credit risk
associated with our real estate loan portfolio. The market value of real estate can fluctuate significantly in a short period of time
as a result of interest rate levels and by market conditions in the area in which the real estate is located. 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 could result in losses that would adversely affect
profitability. Such declines and losses would have a material adverse impact on our business, results of operations and growth
prospects. In addition, if hazardous or toxic substances are found on properties pledged as collateral, the value of the real estate
could be impaired. If we foreclose on and take title to such properties, we may be liable for remediation costs, as well as for
personal injury and property damage. Environmental laws may require us to incur substantial expenses to address unknown
liabilities and may materially reduce the affected property’ s value or limit our ability to use or sell the affected property. Many
of our loans are to commercial borrowers, which have a higher degree of risk than other types of loans. Commercial loans
represented 6770 . 78 % of our total loan portfolio at December 31, 2622-2023 . Commercial loans are often larger and involve
greater risks than other types of lending. Because payments on such loans often depend 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 residential mortgage loans, which generally are made on the basis of the
borrowers— borrower ' s ability to make repayment from their employment and other income and which are secured by real
property, the value of which tends to be more easily ascertainable, commercial loans typically are made on the basis of the



borrowers— borrower =' s ability to make repayment from the cash flow of the commercial venture. Our operating commercial
loans are primarily made based on the identified cash flow of the borrower and secondarily on the collateral underlying the
loans. Most often, this collateral consists of accounts receivable, inventory and equipment. Inventory and equipment may
depreciate over time, may be difficult to appraise and may fluctuate in value based on the success of the business. If the cash
flow from business operations is reduced, the borrower’ s ability to repay the loan may be impaired. 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 even a small number of commercial loans could have a material adverse impact on our
financial condition and results of operations. The small to midsized 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 results of operations and financial condition. We target our business development and marketing strategy
primarily to serve the banking and financial services needs of small to midsized 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 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 or midsized 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. If general economic conditions negatively impact the markets in
which we operate and small to midsized businesses are adversely affected or our borrowers are otherwise affected by adverse
business developments, our business, financial condition and results of operations may be adversely affected. Real estate
construction loans are based upon estimates of costs and values associated with the complete project. These estimates may be
inaccurate, and we may be exposed to significant losses on loans for these projects. Real estate construction loans comprised
approximately 5-7 . +4 % of our total loan portfolio as of December 31, 2622-2023 , and such lending involves 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 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 construction of
the project. 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. Real estate market volatility and future changes in our disposition strategies could result
in net proceeds that differ significantly from our other real estate owned fair value appraisals. As of December 31, 2622-2023 ,
we had $ 69 . 71 million of other real estate owned. Our other real estate owned portfolio consists of properties that we
obtained through foreclosure or through an in- substance foreclosure in satisfaction of loans. Properties in our other real estate
owned portfolio are recorded at the lower of the recorded investment in the loans for which the properties previously served as
collateral or the “ fair value, ”” which represents the estimated sales price of the properties on the date acquired less estimated
selling costs. In response to market COl’ldlthIlS and other economlc factors we may utilize alternative sale strategies other than
orderly disposition as-pa al-esta A posttion egy-, such as immediate liquidation sales. In this event,
as a result of the significant Judgments requlred in estlmatlng fair value and the variables involved in different methods of
disposition, the net proceeds realized from such sales transactions could differ significantly from appraisals, comparable sales
and other estimates used to determine the fair value of our other real estate owned properties , potentially resulting in
additional losses . Nonperforming assets take significant time to resolve and adversely affect our results of operations and
financial condition, and could result in further losses in the future. 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 income and returns on assets and equity, increasing our loan administration costs and adversely affecting our efficiency ratio.
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 impacted and our loan administration costs could increase, each of which could have an adverse effect on our net
income and related ratios, such as return on assets and equity. Operational, Strategic and Reputational Risks The occurrence of
fraudulent activity, breaches or failures of our information security controls or cybersecurity- related incidents could have a
material adverse effect on our business, financial condition, results of operations and growth prospects. As a bank, we are
susceptible to fraudulent activity, information security breaches and cybersecurity- related incidents that may be committed
against us or our clients, which may result in financial losses or increased costs to us or our clients, disclosure or misuse of our
information or our client information, misappropriation of assets, privacy breaches against our clients, litigation or damage to
our reputation. Such fraudulent activity may take many forms, including check fraud, electronic fraud, wire fraud, phishing,
social engineering and other dishonest acts. Information security breaches and cybersecurity- related incidents may include
fraudulent or unauthorized access to systems used by us or our clients, denial or degradation of service attacks and malware or




other cyber- attacks . See Item 1C-" Cybersecurity" appearing elsewhere in this Annual Report on Form 10- K for
additional information . [n recent periods, there continues to be a rise in electronic fraudulent activity, security breaches and
cyber- attacks within the financial services industry, especially in the commercial banking sector due to cyber criminals
targeting commercial bank accounts. Moreover, in recent periods, several large corporations, including financial institutions and
retail companies, have suffered major data breaches, in some cases exposing not only confidential and proprietary corporate
information, but also sensitive financial and other personal information of their customers and employees and subjecting them to
potential fraudulent activity. Some of our clients may have been affected by these breaches, which could increase their risks of
identity theft and other fraudulent activity that could involve their accounts with us. Information pertaining to us and our clients
is maintained, and transactions are executed, on networks and systems maintained by us and certain third party partners, such as
our online banking, mobile banking or accounting systems. The secure maintenance and transmission of confidential
information, as well as execution of transactions over these systems, are essential to protect us and our clients against fraud and
security breaches and to maintain the confidence of our clients. Breaches of information security also may occur through
intentional or unintentional acts by those having access to our systems or the confidential information of our clients, including
employees. In addition, increases in criminal activity levels and sophistication, advances in computer capabilities, new
discoveries, vulnerabilities in third party technologies (including browsers and operating systems) or other developments could
result in a compromise or breach of the technology, processes and controls that we use to prevent fraudulent transactions and to
protect data about us, our clients and underlying transactions, as well as the technology used by our clients to access our
systems. Our third party partners’ inability to anticipate, or failure to adequately mitigate, breaches of security could result in a
number of negative events, including losses to us or our clients, loss of business or clients, damage to our reputation, the
incurrence of additional expenses, disruption to our business, additional regulatory scrutiny or penalties or our exposure to civil
litigation and possible financial liability, any of which could have a material adverse effect on our business, financial condition,
results of operations and growth prospects. We depend on information technology and telecommunications systems of third
parties, and any systems failures, interruptions or data breaches involving these systems could adversely affect our operations
and financial condition. Our business is highly dependent on the successful and uninterrupted functioning of our information
technology and telecommunications systems, third party servicers, accounting systems, mobile and online banking platforms
and financial intermediaries. We outsource to third parties many of our major systems, such as data processing and mobile and
online banking. The failure of these systems, or the termination of a third party software license or service agreement on which
any of these systems is based, could interrupt our operations. Because our information technology and telecommunications
systems interface with and depend on third party systems, we could experience service denials if demand for such services
exceeds capacity or such third party systems fail or experience interruptions. A system failure or service denial could result in a
deterioration of our ability to process loans, gather deposits or provide customer service, compromise our ability to operate
effectively, result in potential noncompliance with applicable laws or regulations, damage our reputation, result in a loss of
customer business or subject us to addittenatregulatory seratiy-action and possible financial liability, any of which could have
a material adverse effect on our business, financial condition, results of operations and growth prospects. In addition, failures of
third parties to comply with applicable laws and regulations, or fraud or misconduct on the part of employees of any of these
third parties, could disrupt our operations or adversely affect our reputation. It may be difficult for us to replace some of our
third party vendors, particularly vendors providing our core banking and information services, in a timely manner if they are
unwilling or unable to provide us with these services in the future for any reason, and even if we are able to replace them, it may
be at higher cost or result in the loss of customers. Any such events could have a material adverse effect on our business,
financial condition, results of operations and growth prospects. Our operations rely heavily on the secure processing, storage and
transmission of information and the monitoring of a large number of transactions on a minute- by- minute basis, and even a short
interruption in service could have significant consequences. We also interact with and rely on retailers, for whom we process
transactions, as well as financial counterparties and regulators. Each of these third parties may be targets of the same types of
fraudulent activity, computer break- ins and other cyber security breaches described above, and the cyber security measures that
they maintain to mitigate the risk of such activity may be different than our own and may be inadequate. As a result of financial
entities and technology systems becoming more interdependent and complex, a cyber incident, information breach or loss, or
technology failure that compromises the systems or data of one or more financial entities could have a material impact on
counterparties or other market participants, including ourselves. As a result of the foregoing, our ability to conduct business may
be adversely affected by any significant disruptions to us or to third parties with whom we interact. We are subject to certain
operational risks, including, but not limited to, customer or employee fraud and data processing system failures and errors.
Employee errors and employee and customer misconduct could subject us to financial losses or regulatory sanctions and
seriously harm our reputation. Misconduct by our employees could include hiding unauthorized activities from us, improper or
unauthorized activities on behalf of our customers or improper use of confidential information. It is not always possible to
prevent employee errors and misconduct, and the precautions we take to prevent and detect this activity may not be effective in
all cases. Employee errors could also subject us to financial claims for negligence. We maintain a system of internal controls
and insurance coverage to mitigate against operational risks, including data processing system failures and errors and customer
or employee fraud. If our internal controls fail to prevent or detect an occurrence, 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. The COVID pandemic could continue to adversely affect the U. S. economy and our customers. The COVID
pandemic could continue to negatively impact the United States and world economy. In recent months, the pandemic and global
responses have continued to disrupt large portions of the global economy, affecting supply-ehains;tabor-market-partieipation
rates;rates of inflation, work and lifestyle patterns, the real estate market and other matters. These trends have, among other
things, negatively impacted the fair value of our securities portfolio, loan demand, the value of collateral securing our loans, our



ctstomers-an btis . Our strategy of pursuing growth via acqulsltlons exposes us
to financial, executlon and operatlonal rrsks that could have a material adverse effect on our business, financial position, results
of operations and growth prospects. Our acquisition activities could require us to use a substantial amount of cash, or other liquid
assets and / or incur debt. There are risks associated with an acquisition strategy, including the following: « We may incur time
and expense associated with identifying and evaluating potential acquisitions and negotiating potential transactions, resulting in
management’ s attention being diverted from the operation of our existing business. * We are exposed to potential asset and
credit quality risks and unknown or contingent liabilities of the banks or businesses we acquire. If these issues or liabilities
exceed our estimates, our earnings, capital and financial condition may be materially and adversely affected. * The acquisition of
other entities generally requires integration of systems, procedures and personnel of the acquired entity. This integration process
is complicated and time consuming and can also be disruptive to the customers and employees of the acquired business and our
business. If the integration process is not conducted successfully, we may not realize the anticipated economic benefits of
acquisitions within the expected time frame, or ever, and we may lose customers or employees of the acquired business. We
may also experience greater than anticipated customer losses even if the integration process is successful. * To finance an
acquisition, we may borrow funds or pursue other forms of financing, such as issuing voting and / or non- voting common stock
or preferred stock, which may have high dividend rights or may be highly dilutive to holders of our common stock, thereby
increasing our leverage and diminishing our liquidity. « We may be unsuccessful in realizing the anticipated benefits from
acquisitions. For example, we may not be successful in realizing anticipated cost savings. We also may not be successful in
preventing disruptions in service to existing customer relationships of the acquired institution, which could lead to a loss in
revenues. In addition to the foregoing, we may face additional risks in acquisitions to the extent we acquire new lines of
business or new products, or enter new geographic areas, in which we have little or no current experience, especially if we lose
key employees of the acquired operations. We cannot assure you that we will be successful in overcoming these risks or any
other problems encountered in connection with acquisitions. Our inability to overcome risks associated with acquisitions could
have an adverse effect on our ability to successfully implement our acquisition growth strategy and grow our business and
profitability. We may not be able to continue growmg our busrness partrcularly 1f we cannot make acqursrtrons or 1ncrease 1oans
through organic loan growth h 3 ; e
erotherwise-. While we intend to contlnue to grow our busrness through strategic acqu1s1t10ns coupled w1th organic loan growth
because certain of our market areas are comprised of mature, rural communities with limited population growth, we anticipate
that much of our future growth will be dependent on our ability to successfully 1mp1ement our acqu1s1t10r1 growth strategy A
risk exists, however, that we will not be able to execute this strategy tden 3 d e q 5.
addition;even-Even if suitable targets are identified, we expect to compete for such businesses w1th other potential bidders,
many of which may have greater financial resources than we have, which may adversely affect our ability to make acquisitions
at attractive prices. Furthermore, many acquisitions we may wish to pursue would be subject to approvals by bank regulatory
authorities, and we cannot predict whether any targeted acquisitions will receive the required regulatory approvals. In light of
the foregoing, our ability to continue to grow successfully will depend to a significant extent on our capital resources and
relationships with our regulators . Our growth will alse depend sinpart-upon our ability to attract deposits and to identify
favorable loan and investment opportunities and on whether we can continue to fund growth while maintaining cost controls and
asset quality, as well on other factors beyond our control, such as national, regional and local economic conditions and interest
rate trends. We are highly dependent on our management team, and the loss of our senior executive officers or other key
employees could harm our ability to implement our strategic plan, impair our relationships with customers and adversely affect
our business, results of operations and growth prospects. Our success is dependent, to a large degree, upon the continued service
and skills of our existing executive management team, particularly Mr. Jeffrey G. Ludwig, our President and Chief Executive
Officer, and Mr. Eric T. Lemke, our Chief Financial Officer. Our business and growth strategies are built primarily upon our
ability to retain employees with experience and business relationships within their respective market areas. The loss of Mr.
Ludwig, Mr. Lemke or any of our other key personnel could have an adverse impact on our business and growth because of their
skills, years of industry experience, knowledge of our market areas and the difficulty of finding qualified replacement personnel,
particularly in light of the fact that we are not headquartered in a major metropolitan area. In addition, although we have non-
competition agreements with each of our executive officers and with several others of our senior personnel, we do not have any
such agreements with other employees who are important to our business, and in any event the enforceability of non-
competition agreements varies across the states in which we do business. While our mortgage originators, loan officers and
wealth management professionals are generally subject to non- solicitation provisions as part of their employment, our ability to
enforce such agreements may not fully mitigate the injury to our business from the breach of such agreements, as such
employees could leave us and immediately begin soliciting our customers. The departure of any of our personnel who are not
subject to enforceable non- competition agreements could have a material adverse impact on our business, results of operations
and growth prospects. The termination of our partnership with GreenSky could have an adverse effect on loan growth and
profitability. On January 24, 2023, we notified GreenSky that, effective October 21, 2023, we would terminate our participation
in GreenSky’ s consumer loan origination program. As the existing loans from our GreenSky portfolio pay off, we plan to
reinvest the cash flows into either new loan originations or investment securities, or use the cash flows to pay off higher cost
funding sources, which is expected to mitigate the impact of the loan payoffs on our earnings. Should the pace of payoffs in the
GreenSky portfolio exceed a normalized level and we do not have sufficient opportunities to reinvest most of the cash flows into
new loan originations, there could be an adverse impact on our overall loan growth and profitability during the period of time in
which the GreenSky portfolio runs off. We may be liable to purchasers of mortgage loans and mortgage servicing rights,
including as a result of any breach of representations and warranties we make to the purchasers. When we sell or securitize




mortgage loans in the ordinary course of business, we are required to make certain representations and warranties to the
purchaser about the mortgage loans and the manner in which they were originated. Under these agreements, we may be required
to repurchase mortgage loans 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. In addition, we have sold residential mortgage servicing rights to
third parties pursuant to customary purchase agreements, under which we could be required to indemnify the purchasers for
losses resulting from pre- closing servicing errors or breaches of our representations and warranties, which could affect our
results of operations. Our ability to maintain our reputation is critical to the success of our business, and the failure to do so may
materially adversely affect our business and the value of our stock. We are a community bank, and our reputation is one of the
most valuable components of our business. Similarly, each of our subsidiaries operate in niche markets where reputation is
critically important. As such, we strive to conduct our business in a manner that enhances our reputation. This is done, in part,
by recruiting, hiring and retaining employees who share our core values of being an integral part of the communities we serve,
delivering superior service to our customers and caring about our customers and associates. If our reputation is negatively
affected, by the actions of our employees or otherwise, our business and, therefore, our operating results and the value of our
stock may be materially adversely affected. We have a continuing 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 undergoing rapid technological changes with frequent introductions of new
technology- driven products and services , such as those using artificial intelligence . [n 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 upon our ability to address the needs of our customers by using technology to provide products and services that
will satisfy customer demands for convenience as well as to create additional efficiencies in our operations as we continue to
grow and expand our market area. We may experience operational challenges as we implement these new technology
enhancements, or seek to implement them across all of our offices and business units, which could result in us not fully realizing
the anticipated benefits from such new technology or require us to incur significant costs to remedy any such challenges in a
timely manner. Many of our larger competitors have substantially greater resources to invest in technological improvements. 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. Accordingly, a risk exists that we will not be able to effectively implement new technology- driven
products and services or be successful in marketing such products and services to our customers. We depend on the accuracy and
completeness of information provided by customers and counterparties. In deciding whether to extend credit or enter into other
transactions with customers and counterparties, we may rely on information furnished to us by or on behalf of customers and
counterparties, including financial statements and other financial information. We also may rely on representations of customers
and counterparties as to the accuracy and completeness of that information. In deciding whether to extend credit, we may rely
upon our customers’ representations that their financial statements conform to H+—S—generally-aceepted-aceounting prineiples{=
GAAP Zyand present fairly, in all material respects, the financial condition, results of operations and cash flows of the customer.
We also may rely on customer representations and certifications, or other audit or accountants’ reports, with respect to the
business and financial condition of our clients. Our financial condition, results of operations, financial reporting and reputation
could be negatively affected if we rely on materially misleading, false, inaccurate or fraudulent information. We face strong
competition from financial services companies and other companies that offer banking, mortgage, leasing, and wealth
management services, which could harm our business. Our operations consist of offering banking and mortgage services, and
we also offer trust, wealth management and leasing services to generate noninterest income. Many of our competitors offer the
same, or a wider variety of, banking and related financial services within our market areas. These competitors include national
banks, regional banks and other community banks. We also face competition from many other types of financial institutions,
including savings and loan institutions, finance companies , private credit funds , brokerage firms, insurance companies, credit
unions, mortgage banks and other financial intermediaries. In addition, a number of out- of- state financial intermediaries have
opened production offices or otherwise solicit deposits in our market areas. Additionally, we face growing competition from so-
called “ online businesses ” with few or no physical locations, including online banks, lenders and consumer and commercial
lending platforms, and FinTech companies, as well as automated retirement and investment service providers. Increased
competition in our markets may result in reduced loans, deposits and commissions and brokers’ fees, as well as reduced net
interest margin and profitability. Ultimately, we may not be able to compete successfully against current and future competitors.
If we are unable to attract and retain banking, mortgage, leasing and wealth management customers, we may be unable to
continue to grow our business and our financial condition and results of operations may be adversely affected. Consumers and
businesses are increasingly using non- banks to complete their financial transactions, which could adversely affect our business
and results of operations. Technology and other changes are allowing consumers and businesses to complete financial
transactions that historically have involved banks through alternative methods. For example, the wide acceptance of internet-
based commerce has resulted in a number of alternative payment processing systems and lending platforms in which banks play
only minor roles. Customers can now maintain funds in prepaid debit cards or digital currencies, and pay bills and transfer funds
directly without the direct assistance of banks. The diminishing role of banks as financial intermediaries has resulted and could
continue to result in the loss of fee income, as well as the loss of customer deposits and the related income generated from those
deposits. The loss of these revenue streams and the potential loss of lower cost deposits as a source of funds could have a
material adverse effect on our business, financial condition and results of operations. The development of our Banking—as—a-
Serviee-{-BaaS *J-platform may expose us to liability for compliance violations by BaaS partners or fall short of its targeted
impact on our financial performance. During 2022, we invested in the development of a BaaS platform that will enable us to
enter into partnerships with financial technology companies whetreby-through which we will provide banking services to the



customers of these companies. We believe that these partnerships will contribute to loan production, deposit gathering, and fee
income generation in future years. We intend to be very selective in our approach to developing BaaS partnerships to ensure that
any partners that are added meet our high standards for risk management. However, we are subject to compliance and regulatory
risk if partners do not follow our servicing policies, lending laws, and regulations. Our bank regulators may hold us responsible
for the activities of our BaaS partners with respect to the marketing or administration of their programs, which may result in
increased compliance costs for us or potentially compliance violations as a result of BaaS partner activities. In addition, we may
not find enough suitable partnerships for the BaaS platform to have a meaningful impact on our overall financial performance.
Legal, Accounting and Compliance Risks 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. We review goodwill for impairment at least annually, or more frequently if events or changes
in circumstances indicate that the carrying value of the asset might be impaired. We determine impairment by comparing the
implied fair value of the reporting unit goodwill with the carrying amount of that goodwill. If the carrying amount of the
reporting unit goodwill exceeds the implied fair value of that goodwill, 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 impairment and related write- downs,
which may have a material adverse effect on our financial condition and results of operations. Our risk management framework
may not be effective 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 framework also includes financial or other modeling methodologies that
involve management assumptions and judgment. Our risk management framework may not be effective under all circumstances
or may not adequately mitigate risk or loss to us. If our framework is not effective, we could suffer unexpected losses and our
business, financial condition, results of operations or growth prospects could be materially and adversely affected. We may also
be subject to potentially adverse regulatory consequences. We are and may become involved from time to time in suits, legal
proceedings, information- gathering requests, investigations and proceedings by governmental and self- regulatory agencies that
may lead to adverse consequences. Many aspects of our business and operations involve the risk of legal liability, and in some
cases we or our subsidiaries have been named or threatened to be named as defendants in various lawsuits arising from our
business activities. For example, some of the services we provide, such as wealth management services, require us to act as
fiduciaries for our customers and others. From time to time, third parties make claims and take legal action against us pertaining
to the performance of our fiduciary responsibilities. In addition, companies in our industry are frequently the subject of
governmental and self- regulatory agency information- gathering requests, reviews, investigations and proceedings. The results
of such proceedings could lead to significant civil or criminal penalties, including monetary penalties, damages, adverse
judgments, settlements, fines, injunctions, restrictions on the way in which we conduct our business, or reputational harm.
Although we establish accruals for legal proceedings when information related to the loss contingencies represented by those
matters indicates both that a loss is probable and that the amount of loss can be reasonably estimated, we do not have accruals
for all legal proceedings where we face a risk of loss. In addition, due to the inherent subjectivity of the assessments and
unpredictability of the outcome of legal proceedings, amounts accrued may not represent the ultimate loss to us from the legal
proceedings in question. Accordingly, our ultimate losses may be higher, and possibly significantly so, than the amounts accrued
for legal loss contingencies, which could adversely affect our financial condition and results of operations. Legislative and
regulatory actions taken now or in the future may increase our costs and impact our business, governance structure, financial
condition or results of operations. Compliance with applicable bank regulations by us and our third party vendors has
resulted, and may continue to result, in additional operating and compliance costs and restrictions that could have a material
adverse effect on our business, financial condition, results of operations and growth prospects. In addition, new proposals for
legislation may continue to be introduced in the U. S. Congress that could further substantially change regulation of the bank
and non- bank financial services industries and impose restrictions on the operations and general ability of firms within the
industry to conduct business consistent with historical practices. Federal and state regulatory agencies also frequently adopt
changes to their regulations or change the manner in which existing regulations are applied. Legislation and regulations may be
impacted by the political ideologies of the executive branches of the U. S. government as well as the heads of regulatory and
administrative agencies, which may change as a result of elections. Certain aspects of current or proposed regulatory or
legislative changes to laws applicable to the financial industry, if enacted or adopted, may impact the profitability of our
business activities, require more oversight or change certain of our business practices, including the ability to offer new
products, obtain financing, attract deposits, make loans and achieve satisfactory interest spreads and could expose us to
additional costs, including increased compliance costs. These changes also may require us to invest significant management
attention and resources to make any necessary changes to operations to comply and could have an adverse effect on our
business, financial condition and results of operations. We are subject to stringent capital requirements, and failure to comply
with these requirements may impact dividend payments and limit our activities. As a result of the implementation of the Basel
III Rule, we are required to meet minimum capital requirements. The failure to meet applicable regulatory capital requirements
of the Basel III Rule 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 customer and investor confidence,
our costs of funds and FDIC insurance costs, our ability to pay dividends on our common stock, our ability to make acquisitions,
and our business, results of operations and financial conditions, generally. In addition, banking institutions that do not maintain a
capital conservation buffer, comprised of Common Equity Tier 1 Capital, of 2. 5 % above the regulatory minimum capital
requirements face constraints on the payment of dividends, stock repurchases and discretionary bonus payments to executive



officers based on the amount of the shortfall, unless prior regulatory approval is obtained. Accordingly, if the Bank or the
Company fails to maintain the applicable minimum capital ratios and the capital conservation buffer, distributions by the Bank
to the Company, or dividends or stock repurchases by the Company, may be prohibited or limited. Federal and state regulators
periodically examine our business, and we may be required to remediate adverse examination findings. The Federal Reserve, the
FDIC and the DFPR periodically examine our business, including our compliance with laws and regulations. If, as a result of an
examination, a banking agency were to determine that our financial condition, capital resources, asset quality, earnings
prospects, management, liquidity or other aspects of any of our operations had become unsatisfactory, or that we were in
violation of any law or regulation, they may take a number of different remedial actions as they deem appropriate. These actions
include the power to enjoin “ unsafe or unsound ” practices, to require affirmative action to correct any conditions resulting from
any violation or practice, to issue an administrative order that can be judicially enforced, to direct an increase in our capital, to
restrict our growth, to assess civil money penalties, to fine or remove officers and directors and, if it is concluded that such
conditions cannot be corrected or there is an imminent risk of loss to depositors, to terminate our deposit insurance and place us
into receivership or conservatorship. Any regulatory action against us could have an adverse effect on our business, financial
condition and results of operations We face a risk of noncompliance and enforcement action with the Bank Secrecy Act and
other anti- money laundering statutes and regulations.The Bank Secrecy Act,the USA PATRIOT Act and other laws and
regulations require financial institutions,among other duties,to institute and maintain an effective anti- money laundering
program and to file reports such as suspicious activity reports and currency transaction reports. We are required to comply with
these and other anti- money laundering requirements.The federal banking agencies and Financial Crimes Enforcement Network
are authorized to impose significant civil money penalties for violations of those requirements and have recently engaged in
coordinated enforcement efforts against banks and other financial services providers with the U.S.Department of Justice,Drug
Enforcement Administration and Internal Revenue Service.We are also subject to increased scrutiny of compliance with the
rules enforced by the Office of Foreign Assets Control.If our policies,procedures and systems are deemed deficient, tnelading
these-ofour-third-party-venders;-we eountd-would be subject to liability,including fines and regulatory actions,which may include
restrictions on our ability to pay dividends and the necessity to obtain regulatory approvals to proceed with certain aspects of our
business plan,including our acquisition plans.Failure to maintain and implement adequate programs to combat money laundering
and terrorist financing could also have serious reputational consequences for us.Any of these results could have a material
adverse effect on our business,financial condition,results of operations and growth prospects. . We are subject to numerous
laws designed to protect consumers, including the Community Reinvestment Act and fair lending laws, and failure to comply
with these laws could lead to a wide variety of sanctions. The CRA, the Equal Credit Opportunity Act, the Fair Housing Act and
other fair lending laws and regulations prohibit discriminatory lending practices by financial institutions. The U. S. Department
of Justice, federal banking agencies, and other federal agencies are responsible for enforcing these laws and regulations. A
challenge to an institution’ s compliance with fair lending laws and regulations could result in a wide variety of sanctions,
including damages and civil money penalties, injunctive relief, restrictions on mergers and acquisitions activity, restrictions on
expansion, and restrictions on entering new business lines. Private parties may also challenge an institution’ s performance
under fair lending laws in private class action litigation. Such actions could have a material adverse effect on our business,
financial condition, results of operations and growth prospects. We face a risk of noncompliance and...... results of operations
and growth prospects. The Federal Reserve may require us to commit capital resources to support the Bank. As a matter of
policy, the Federal Reserve expects a bank holding company to act as a source of financial and managerial strength to a
subsidiary bank and to commit resources to support such subsidiary bank. The Dodd- Frank Act codified the Federal Reserve’ s
policy on serving as a source of financial strength. Under the “ source of strength ” doctrine, the Federal Reserve may require a
bank holding company to make capital injections into a troubled subsidiary bank and may charge the bank holding company
with engaging in unsafe and unsound practices for failure to commit resources to a subsidiary bank. A capital injection may be
required at times when the holding company may not have the resources to provide it and therefore may be required to borrow
the funds or raise capital. Any loans by a holding company to its subsidiary banks are subordinate in right of payment to
deposits and to certain other indebtedness of such subsidiary bank. In the event of a bank holding company’ s bankruptcy, the
bankruptcy trustee will assume any commitment by the holding company to a federal bank regulatory agency to maintain the
capital of a subsidiary bank. Moreover, bankruptcy law provides that claims based on any such commitment will be entitled to a
priority of payment over the claims of the institution’ s general unsecured creditors, including the holders of its note obligations.
Thus, any borrowing that must be done by the Company to make a required capital injection becomes more difficult and
expensive and could have an adverse effect on our business, financial condition and results of operations. The financial services
industry, as well as the broader economy, may be subject to new legislation, regulation, and government policy. At this time, it
is difficult to predict the legislative and regulatory changes that will result from having a new President of the United States.
The new administration and Congress may cause broad economic changes due to changes in governing ideology and governing
style. New appointments to the Board of Governors of the Federal Reserve could affect monetary policy and interest rates, and
changes in fiscal policy could affect broader patterns of trade and economic growth. Future legislation, regulation, and
government policy could affect the banking industry as a whole, including our business and results of operations, in ways that
are difficult to predict. In addition, our results of operations also could be adversely affected by changes in the way in which
existing statutes and regulations are interpreted or applied by courts and government agencies. Market and Interest Rate Risks
Monetary policies and regulations of the Federal Reserve could adversely affect our business, financial condition and results of
operations. In addition to being affected by general economic conditions, our earnings, capital ratios and growth are affected by
the policies of the Federal Reserve. In the past year, the Federal Reserve has significantly increased the target Federal Funds
rate as part of its efforts to decrease inflation, which has helped drive a significant increase in prevailing interest rates. Fhis-trend
The elevated interest rate environment is expected to continue. While this helped increase our net interest income, it has also



harmed the value of our securities portfolio, which had $ +65-99 . 49 million in unrealized losses at December 31, 20222023 ,
and which has negatively affected our tangible book value. Future actions of the Federal Reserve could continue to have
negative effects on our business, by decreasing loan demand, increasing our costs of deposits and other sources of funding,
further harming the value of our securities portfolio, and negatively impacting the earnings of our wealth management business.
Higher interest rates can also negatively affect our customers’ businesses and financial condition, and the value of collateral
securing loans in our portfolio. Fluctuations in interest rates may reduce net interest income and otherwise negatively impact our
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 pay
on our liabilities, such as deposits, generally rises more quickly than the rate of interest that we receive on our interest- bearing
assets, such as loans, which may cause our profits to decrease. The impact on earnings is more adverse when the slope of the
yield curve flattens, that is, when short- term interest rates increase more than long- term interest rates or when long- term
interest rates decrease more than short- term interest rates. Interest rate increases often result in larger payment requirements for
our borrowers, which increases the potential for default. At the same time, the marketability of the underlying property may be
adversely affected by any reduced demand resulting from higher interest rates. In a declining interest rate environment, there
may be an increase in prepayments on loans as borrowers refinance their mortgages and other indebtedness at lower rates.
Changes in interest rates also can affect the value of loans, securities and other assets. An increase in interest rates that adversely
affects the ability of borrowers to pay the principal or interest on loans , or that adversely affects the value of collateral
securing those 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. If short- term interest
rates remain at low levels for a prolonged period, and assuming longer term interest rates fall, we could experience net interest
margin compression as our interest earning assets would continue to reprice downward while our interest- bearing liability rates
could fail to decline in tandem. This would have a material adverse effect on our net interest income and our results of
operations. We could recognize losses on securities held in our securities portfolio, particularly if interest rates continue to
increase or economic and market conditions deteriorate. Factors beyond our control can significantly influence the fair value of
securities in our portfolio and can cause potential adverse changes to the fair value of these securities. For example, fixed- rate
securities acquired by us are generally subject to decreases in market value when interest rates rise, which we expect to continue
in 2623-2024 . 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 an other- than- temporary impairment in
future periods and result in realized losses. The process for determining whether impairment is other- than- temporary 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, the financial condition of issuers of the securities and the
performance of the underlying collateral, we may recognize realized and / or unrealized losses in future periods, which could
have an adverse effect on our financial condition and results of operations. Downgrades in the credit rating of one or more
insurers that provide credit enhancement for our state and municipal securities portfolio may have an adverse impact on the
market for and valuation of these types of securities. We invest in tax- exempt state and local municipal securities, some of
which are insured by monoline insurers. Even though management generally purchases municipal securities on the overall credit
strength of the issuer, the reduction in the credit rating of an insurer may negatively impact the market for and valuation of our
investment securities. Such downgrade could adversely affect our liquidity, financial condition and results of operations. Our
mortgage banking profitability could significantly decline if we are not able to originate and resell a high volume of mortgage
loans. Mortgage production, especially refinancing activity, declines in rising interest rate environments, and in a rising interest
rate environment, there can be no assurance that our mortgage production will continue at historical levels. Because we sell a
substantial portion of the mortgage loans we originate, the profitability of our mortgage banking business also depends in large
part on our ability to aggregate a high volume of loans and sell them in the secondary market at a gain. Thus, in addition to our
dependence on the interest rate environment, we are dependent upon (i) the existence of an active secondary market and (ii) our
ability to profitably sell loans or securities into that market. If our level of mortgage production declines, the profitability will
depend upon our ability to reduce our costs commensurate with the reduction of revenue from our mortgage operations.
Liquidity and Funding Risks 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 customer deposits, including escrow deposits held in connection with our commercial
mortgage servicing business. Such deposit balances can decrease when customers perceive alternative investments, such as the
stock market, as providing a better risk / return tradeoff, or, in connection with our commercial mortgage servicing business,
third parties for whom we provide servicing choose to terminate that relationship with us. If customers move money out of bank
deposits and into other investments, we could lose a relatively low cost source of funds, which would require us to seek
wholesale funding alternatives in order to continue to grow, thereby increasing our funding costs and reducing our net interest
income and net income. Our access to funding sources in amounts adequate to finance or capitalize our activities or on terms
that are acceptable to us could be impaired 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 originate loans, invest in securities, meet our expenses, pay dividends to our shareholders or to fulfill obligations
such as repaying our borrowings or meeting deposit withdrawal demands, any of which could have a material adverse impact on
our liquidity, 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. The Company, on a
consolidated basis, and the Bank, on a stand- alone basis, must meet certain regulatory capital requirements and maintain
sufficient liquidity. Importantly, regulatory capital requirements could increase from current levels, which could require us to
raise additional capital or contract our operations. 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. Accordingly, we cannot assure
you that we will be able to raise additional capital if needed or on terms acceptable to us. If we fail to maintain capital to meet
regulatory requirements, our financial condition, liquidity and results of operations would be materially and adversely affected.
We may be adversely affected by the soundness of other financial institutions. Our ability to engage in routine funding
transactions and the perceived strength of our Bank 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 financial services
industry generally, have led to market- wide liquidity problems and deposit velatility, and could lead to losses or defaults by us
or by other institutions. These issues tosses-er-defardts-could have a material adverse effect on our business, financial condition,
results of operations and growth prospects. Additionally, if our competitors were extending credit on terms we found to pose
excessive risks, or at interest rates which we believed did not warrant the credit exposure, we may not be able to maintain our
business volume and could experience deteriorating financial performance.



