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—The majority of our assets are loans, which are subject to credit risks and potential losses. The Bank, like other
lenders, is subject to credit risk, which is the risk of losing principal or interest due to borrowers’ failure to perform their
obligations in accordance with the terms of their credit agreements. Underwriting and documentation controls cannot mitigate
all credit risk. Accordingly, our results of operations will be directly affected by the volume and timing of loan losses, which for
several reasons can vary from period to period. The risks of loan losses may be exacerbated by a downturn in the economy or
the real estate market in our market areas or a rapid increase in interest rates, which could have a negative effect on collateral
values and borrowers’ ability to repay. To the extent borrowers do not timely pay our loans, the loans are placed on non- accrual
status, thereby reducing interest income. Further, under these circumstances, we may be required to make an additional
provision for loan and lease losses or unfunded commitments, which could reduce our income and capital. See Management’ s
Discussion and Analysis of Financial Condition and Results of Operations — “ Analysis of Asset Quality and Allowance for
Eoan-Credit Losses ”. A deterioration of national or local economic conditions could reduce our profitability. Our lending
operations and customers are primarily located in the eastern region of Northern California and Northern Nevada. As a result, a
significant majority of the loans in our loan portfolios as of December 31, 2822-2023 , were secured by properties and collateral
located within these regions. As of such date, approximately 98-92 % of the loans in our loan portfolio were made to borrowers
who primarily conduct business or live in Northern California or Northern Nevada. This geographic concentration imposes risks
from lack of geographic diversification, as adverse economic developments in Northern California or Northern Nevada, among
other things, could affect the volume of loan originations, increase the level of nonperforming assets, increase the rate of
foreclosure losses on loans and reduce the value of our loans and the underlying collateral. Any regional or local economic
downturn affecting Northern California or Northern Nevada or existing or prospective borrowers or property values in such
areas may affect us and our profitability more significantly and more adversely than depository organizations whose operations
are less geographically concentrated. A significant downturn in the national economy or the local economy due to the real estate
market, public policy decisions, agricultural commodity prices, natural disaster, fires, drought or other factors could result in a
decline in the local economy in general, which could in turn negatively impact our business, financial condition, results of
operations and prospects. If our allowance for Jean-credit losses is not sufficient to absorb actual loan losses, our profitability
could be reduced. The risk of loan losses is inherent in the lending business. We maintain an allowance for tean-credit losses
based upon our actual losses over a relevant time period and management’ s assessment of all relevant qualitative factors that
may cause future loss experience to differ from our historical loss experience. Although we maintain a rigorous process for
determining the allowance for tean-credit losses, we cannot be certain that it will be sufficient to cover future loan losses. If our
allowance for tean-credit losses is not adequate to absorb future losses, or if bank regulatory agencies require us to increase our
allowance for teancredit losses, our earnings could be significantly and adversely impacted. A deterioration in the real estate
market could have a material adverse effect on our business, financial condition and results of operations. As of December 31,
2622-2023 , approximately 77 % of our total loan portfolio is secured by real estate, the majority of which is commercial real
estate. The market value of real estate can fluctuate significantly in a short period of time as a result of 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 our markets
could increase the credit risk associated with our loan portfolio ;-and could result in losses that would adversely affect credit
quality, financial condition, and results of operation. Negative changes in the economy affecting real estate values and liquidity
in our market areas could 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. Collateral may have to be sold for less than the outstanding
balance of the loan, which could result in losses on such loans. Declines in real estate market values or increases in commercial
and consumer delinquency levels could require increased net charge- offs which could adversely affect our financial condition,
results of operations and cash flows . Inflationary pressures and rising prices may affect our results of operations and
financial condition. Inflation began to rise sharply at the end of 2021 and has remained at an elevated level through
2023. Small to medium- sized businesses may be impacted more during periods of high inflation as they are not able to
leverage economics of scale to mitigate cost pressures compared to larger businesses. Consequently, the ability of our
business customers to repay their loans may deteriorate, and in some cases this deterioration may occur quickly, which
would adversely impact our results of operations and financial condition. Furthermore, a prolonged period of inflation
could cause wages and other costs to the Company to increase, which could adversely affect our results of operations and
financial condition . Changes in interest rates could reduce our business and profitability. Although we maintain a rigorous
process for managing the impact of possible interest rate fluctuations on earnings, there is a risk that despite our efforts, our
earnings could be significantly and adversely impacted by changes in interest rates. Our earnings depend largely upon net
interest income, which is the difference between the total interest income earned on interest earning assets (primarily loans and
investment securities) and the total interest expense incurred on interest bearing liabilities (primarily deposits and borrowed
funds). The rate of interest that we earn on assets and pay on liabilities is affected principally by direct competition, and general
economic conditions at the state and national level and other factors beyond our control such as actions of the FRB, the general
supply of money in the economy, legislative tax policies, governmental budgetary matters, and other state and federal economic
policies. In a period of rising interest rates, the interest income we earn on our assets may not increase as rapidly as the interest
expense we incur on our liabilities. Likewise, in a period of falling interest rates, the interest expense we incur on our liabilities
may not decrease as rapidly as the interest income we earn on our assets. Historically, our liabilities have shorter contractual
mdturmes thdl] our assets. Thls creates a potential 1mbalanee as mtelest rates Chdnﬂe over time, which can Create ugmhcant

fattto-deehne-intandenr. Such an occurrence would have a material ad\ erse effect on our net interest income and our results of
operations. Interest rate increases often result in larger payment requirements for our borrowers, increasing the potential for
default. At the same time, the marketability of the property securing a loan may be adversely affected by any reduced demand
resulting from higher interest rates. Changes in interest rates can also affect the average life of our loans. A reduction in interest
rates causes increased prepayments of loans as borrowers tend to refinance their debt to reduce their borrowing costs. This
creates reinvestment risk, which is the risk that we may not be able to reinvest the funds from faster prepayments at rates that
are comparable to the rates earned on the prepaid loans. Changes We-eould-berequired-to-raise-additional-eapital-in interest
rates also affect the futare-value of our interest- earning assets , butthat-eapital-particularly our investment securities
portfolio. Generally, the value of fixed- rate securities fluctuates inversely with changes in interest rates, so the market
value of our investment securities may notbe-fall as interest rates rise. Unrealized gains and losses on securities available
whenitfor sale are reported as a separate component of equity, net of tax. Stockholders equlty, spec1ﬁcally accumulated
other comprehensive income (loss) (“ AOCI *), is increased b b

or-our- or decreased by existing shareholders. As a depository organization ...... dletrlbutlon or rationing of water. lf the amount
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999—’Phe—es-t—1mated—deehne—m 1nterest rates equlty, net of tax, w111 ...... , negatively impact our reputation, and Could have an
adverse effect on shareholders’ equity. A lack of liquidity could adversely affect our operations and jeopardize our
business, restlts-efoperations-and-financial condition and results of operations. Liquidity is essential to our business . We
rely on our ability to generate deposits and effectively manage the repayment and maturity schedules of our loans and
investment securities, respectively, to ensure that we have adequate liquidity to fund our operations. An inability to raise
funds through deposits, borrowings, securities sales, Federal Reserve Bank advances, the sale of loans and other sources
could have a substantial negative effect on our liquidity. Our most important source of funding consists of deposits.
Deposit balances may decrease if customers seek higher investment returns also-inetr-substantial-inereases-ineosts-inan
effort-to-minimize-or mitigate-eyber-seetrity-choose to move deposits to other banks or investments that are perceived as
havmg lower risks a-nd—te—respeﬂd—te-eybeihmetden’fs— If customers move money out fPhe—peteﬂt-ra-l—feeeperaﬁeﬂal—ﬂsk
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increasing our fundlng costs and reduclng our net interest income and net income. Other primarty—- primary hableto-our
eustomers-fortosses-arising-sources of funds consist of cash flows from a-breach-operations, investment maturities and
sales, loan repayments, and proceeds from the issuance and sale of any equity and debt a-vendors-dataseeurity-securities
systemr-to investors. Additional liquidity is provided by the ability to borrow from the Federal Reserve Bank of San
Francisco and the Federal Home Loan Bank and our ability to raise brokered deposits . We also rel~may borrow funds
from third- party lenders, such as other financial institutions. Our access to funding sources in amounts adequate to
finance or capitalize our act1v1t1es, or on terms that are acceptable to us, could be 1mpa1red by factors that affect us
directly ot or o y
the Veﬂder—re}at-teﬂs%nps—eet&d—disr&pt—ﬂ%e—bank or non- bank ﬁnanclal services 1ndustr1es or the economy in general such
as disruptions in the financial markets or negative views and expectations about the prospects for the bank or non- bank
financial services industries. Based on experience, we provide-believe that our deposit accounts are relatively stable
sources of funds. If we increase interest rates paid to eusterners—retaln depos1ts, our earnlngs may be adversely affected
which could have and-- an adverse effect es viees:
Gempany—depeﬂds—pﬂm&r&y—on the-our busmess, financ1al condltlon and results of operatlons e-ﬁt-he—Ba—rﬁHe—pay—d-ﬁﬂdeﬁds—
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in available funding
y 7 v ; ould adversely affect #s-our
ablhty to orlglnate loans, 1nvest in securities, pay our expenses, dlstrlbute dividends to our shareholders, and fulfill our
debt obligations or deposit withdrawal demands. In addition, a lack of liquidity could result in the sale of securities in an
unreallzed loss p0s1t10n. All of these factors could have a materlal adverse 1mpact on our hquldlty, business, financial

t-rme—te—t-rme— A IedUCtIOIl in the value, or 1mpanment of our investment securities, can impact our earnings and common
shareholders +? equity. Generally Accepted Accounting Principles (“ GAAP ) requires that we carry our available- for- sale
investment securities at fair value on our balance sheet. Unrealized gains or losses on these securities, reflecting the difference
between the fair market value and the amortized cost, net of its tax effect, are reported as a component of shareholders’ equity.
In certain instances, GAAP requires recognition through earnings of declines in the fair value of securities that are deemed to be
other than temporarily impaired. Changes in the fair value of these securities may result from a number of circumstances that
are beyond our control, such as changes in interest rates, the financial condition of municipalities, government sponsored
enterprises or insurers of municipal bonds, changes in demand for these securities as a result of economic conditions, or reduced
market liquidity. If our investment securities decline in market value and etherthen-temperary-impairments of these assets
results, we seutd-could be required to recognize a loss which could have a material adverse effect on our net income and capital
levels information systems,operational infrastructure and relationships with third parties and colleagues in day- to- day and
ongoing operations.A failure by any or all of these resources subjects us to risks that may vary in size,scale and scope.This
includes,but is not limited to,operational or systems failures,disruption of client operations and activities,ineffectiveness or
exposure due to interruption in third party support as well as the loss of key colleagues or failure on the part of key colleagues to
perform properly.We face risks relating to our reliance on third party vendors.We outsource a large portion of our data
processing to third parties who may encounter technological or . Damage to our reputation could significantly harm our business
and prospects. Our reputation is an important asset. Our relationship with many of our customers is predicated upon our
reputation as a high- quality provider of financial services that adheres to the highest standards of ethics, service quality and



regulatory compliance. Our ability to attract and retain customers, investors and employees depends upon external perceptions.
Damage to our reputation among existing and potential customers, investors and employees could cause significant harm to our
business and prospects and may arise from numerous sources, including litigation or regulatory actions, failing to deliver
minimum standards of service and quality, lending practices, inadequate protection of customer information, sales and
marketing efforts, compliance failures , cybersecurity breaches , unethical behavior and the misconduct of employees. Adverse
developments in the banking industry may also, by association, negatively impact our reputation or result in greater regulatory
or legislative scrutiny or litigation against us. We have policies and procedures in place intended to protect our reputation and
promote ethical conduct, but these policies and procedures may not be fully effective. Negative publicity regarding our business,
employees, or customers, with or without merit, may result in the loss of customers, investors, and employees, costly litigation,
a decline in revenues and increased governmental regulation. We are exposed to risk of environmental liabilities with respect to
real properties that we may acquire. If our borrowers are unable to meet their loan repayment obligations, we will initiate
foreclosure proceedings with respect to and may take actions to acquire title to the personal and real property that collateralized
their loans. As an owner of such properties, we could become subject to environmental liabilities and incur substantial costs for
any property damage, personal injury, investigation and clean- up that may be required due to any environmental contamination
that may be found to exist at any of those properties, even though we did not engage in the activities that led to such
contamination. In addition, if we were the owner or former owner of a contaminated site, we could be subject to common law
claims by third parties seeking damages for environmental contamination emanating from the site. If we were to become subject
to significant environmental liabilities or costs, our business, financial condition, results of operations and prospects could be
adversely affected. Risks Related to Regulation of the Company and the Bank We are subject to extensive regulation and may
face regulatory enforcement actions, incur fines, penalties and other negative consequences from regulatory violations. Our
operations are subject to extensive regulation by federal, state and local governmental authorities and are subject to various laws
and judicial and administrative decisions imposing requirements and restrictions on our operations. Over time, our business has
been increasingly affected by the growing breadth of these regulations, and this trend is likely to continue. Federal and state
banking regulators have significant discretion and authority to prevent or remedy unsafe or unsound practices or violations of
laws or regulations by bank holding companies and banks in the performance of their supervisory and enforcement duties. If
banking regulators determine that we have violated laws or engaged in unsafe or unsound practices, we could face enforcement
actions, incur fines, penalties, and other negative consequences. While we maintain systems and procedures designed to ensure
that we comply with applicable laws and regulations, we cannot be certain that these will be effective. We may also suffer other
negative consequences resulting from findings of noncompliance with laws and regulations which may also damage our
reputation, and this in turn might materially affect our business and results of operations. Further, some legal / regulatory
frameworks provide for the imposition of fines, restitution, or penalties for noncompliance even though the noncompliance was
inadvertent or unintentional and even though there were in place at the time systems and procedures designed to ensure
compliance. Ourpartietpation-Regulatory policies regarding loans secured by commercial real estate could limit our
ability to leverage our capital and adversely affect our growth and profitability. The federal banking agencies have
issued guidance regarding concentrations in commercial real estate (“ CRE ”) lending for banks that are deemed to have
particularly high concentrations of CRE loans within the-their SBA-PPP-lending portfolios. Under this guidance, a bank
that has (i) total reported loans for construction, land development, and other land which represent 100 % or more of
the bank’ s total risk- based capital; or (ii) total CRE representing 300 % or more of the bank’ s total risk- based capital,
where the outstanding balance of the bank’ s CRE loan programexposes-us-to-portfolio has increased 50 % or more
during the prior 36 months, is identified as having potential CRE concentration risks— risk relatedto-noncomphanee-.
While the agencies’ guidance does not limit the levels of a bank’ s CRE lending, banks with the-PPP-higher levels of CRE
loans are generally expected to implement enhanced underwriting, internal controls, risk management policies and
portfolio stress testing , as well as litigation-higher levels of allowances for credit losses and capital levels as a result of
CRE lending growth and exposures. As of December 31, 2023, our CRE loans for purposes of this guidance represented
242 % of our total risk relatedto- based capital. As of December 31, 2023, total loans secured by CRE under construction
and land development represented 54 % of our total risk- based capital. As a result, the FRB, which is the Bank’ s
federal banking regulator, could view the Bank as having a high concentration of CRE loans under this guidance.
Although we actively work to manage our CRE concentration and believe that our underwriting policies, management
information systems, independent credit administration process, and monitoring of the-PPP-real estate loan pregram
concentrations are appropriate to address our CRE concentration , which-we face heightened regulatory scrutiny as a
result of our CRE loan concentrations. Federal regulators could become concerned about our CRE loan concentrations,
and we could be required to reduce our levels of CRE lending, increase our capital, allocate greater resources to the
management of CRE risks, or any combination of these actions. The FRB could limit our ability to grow by, among other
things, restricting their approvals for the establishment or acquisition of branches, or approvals of mergers or other
acquisition opportunities. Further, we cannot guarantee that any risk management practices we implement will be
effective to prevent losses relating to our CRE portfolio. Any of these risks could have an amatertal-adverse impaet-effect
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y strara ; : y General Rlsk Factors The tradlng price of
our common stock may  be Volatlle or may dechne The trading price of our common stock may fluctuate as a result of a number
of factors, many of which are outside our control. Among the factors that could affect the trading price of our common stock
are: * actual or anticipated quarterly fluctuations in our operating results and financial condition; ¢ research reports and
recommendations by financial analysts; ¢ failure to meet analysts’ revenue or earnings estimates; ¢ speculation in the press or
investment community; ¢ our actions or those of our competitors, such as acquisitions or restructurings; ¢ actions by institutional
shareholders; ¢ fluctuations in the stock prices and operating results of other financial institutions; ¢ general market conditions
and, in particular, developments related to market conditions for the financial services industry; ¢ proposed or adopted
regulatory changes or developments; ¢ anticipated or pending investigations, proceedings or litigation that involve or affect us; ¢
domestic and international economic factors unrelated to our performance. A significant decline in the trading price of our
common stock price could result in substantial losses for individual shareholders and could lead to costly and disruptive
securities litigation. The trading volume of our common stock is limited. Although our common stock is traded on the Nasdaq
Stock Market, trading volume to date has been relatively modest. The limited trading market for our common stock may lead to
exaggerated fluctuations in market prices and possible market inefficiencies compared to more actively traded securities. It may
also make it more difficult for investors to sell our common stock at desired prices, especially for holders seeking to dispose of a
large number of shares of stock. Our disclosure controls and procedures may not prevent or detect all errors or acts of fraud. We
have designed and implemented controls and procedures to provide reasonable assurance that the information we are required to
disclose in the reports that we file with the SEC under the Exchange Act is accurately accumulated and communicated to our
management, and recorded, processed, summarized, and reported within the time periods specified in the SEC” s rules and
forms. However, no disclosure controls and procedures or internal controls and procedures, no matter how well conceived and
operated, can provide absolute assurance that the objectives of the control system are met. These inherent limitations include the
realities that judgments in decision- making can be faulty, that alternative reasoned judgments can be drawn, or that breakdowns
can occur because of a simple error or mistake. Additionally, controls can be circumvented by the individual acts of some
persons, by collusion of two or more people or by an unauthorized override of the controls. Accordingly, because of the inherent
limitations in our control systems, misstatements due to error or fraud may occur and not be detected, which could result in a
material weakness in our internal controls over financial reporting and the correction or restatement of previously disclosed
financial statements or information. We rely on key executives and personnel and the loss of any of them could have a material
adverse impact on our prospects. Competition for qualified employees and personnel in the banking industry is intense and there
are a limited number of qualified persons with knowledge of, and experience in, the California and Nevada community banking
industry. The process of recruiting personnel with the combination of skills and attributes required to carry out the Company’ s
strategies is often lengthy. Our success depends to a significant degree upon our ability to attract and retain qualified
management, loan origination, finance, administrative, marketing, compliance, and technical personnel and upon the continued
contributions of our management and personnel. In particular, our success has been and continues to be highly dependent upon
the abilities and relationships of key executives and certain other employees. Climate change may materially adversely affect the
Company - s business and results of operations. Concerns over the long- term impacts of climate change have led and will
continue to lead to governmental efforts around the world to mitigate those impacts. Consumers and businesses also may change
their behavior on their own as a result of these concerns. We and our clients will need to respond to new laws and regulations as
well as consumer and business preferences resulting from climate change concerns. We and our clients may face cost increases,
asset value reductions and operating process changes. The impact on our clients will likely vary depending on their specific
attributes, including reliance on or role in carbon intensive activities. Among the impacts to us could be a drop in demand for
our products and services, particularly in certain industry sectors. In addition, we could face reductions in creditworthiness on
the part of some clients or in the value of assets securing loans. Our efforts to take these risks into account in making lending
and other decisions, including by increasing our business with climate- friendly companies, may not be effective in protecting us
from the negative impact of new laws and regulations or changes in consumer or business behavior.



