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The following is a summary of the material risks we are exposed to in the course of our business activities. The below summary
does not contain all of the information that may be important to you, and you should read the below summary together with the
more detailed discussion of risks set forth under “ Item 1A. Risk Factors, ” as well as under ““ Item 7. Management’ s Discussion
and Analysis of Financial Condition and Results of Operations. ” Risks Related to Our Strategy e The effects of the prevailing
economic environment on successfully implementing and executing a new strategic plan or achieving a successful
strategic transaction e The impact of the prolonged suspens1on of our remdentnal loan orlgmatlon function coupled w1th
the prlor termination of our Advanta;;e Loan Pros_ram

sharehotder-Risks Related to the Economy dnd Fmancml Markets ° The effects of fiscal and monetuy pollcles and reguldtlons
of the federal government and Board of Governors of the Federal Reserve System (the “ FRB ") @ Macroeconomic and
geopolitical challenges and uncertainties affecting the stability of regions and countries around the globe and the effect of
changes in the economic and political relations between the U. S. and other nations e The disruptions to the economy and
the U. S. banking system caused by recent bank failures ® Changes in the state of the general economy and the financial
markets and their eﬁects on the demand for our loan services ® The eﬁects of hscal challenoes facing the U. S government

t-he—U—S—&nd—et-hernﬁ&eﬁs-R—rsks—Related to Credlt ° The credit risks of lendlng activities, 1ncludmg chanoes in the levels of
delinquencies and nonperforming assets and changes in the financial performance and / or economic condition of our borrowers,
including the effects of continued inflation and the possibility of a recession ® Our concentration in residential real estate loans
e The geographic concentration of our loans and operations in California @ The potential insufficiency of our allowance for
credit losses to cover current expected credit losses in our loan tesses-portfolio Risks Related to eovertosses-Interest Rates
o Negative impacts of future changes in interest rates Risks Related to Liquidity e Our ability to ensure we have
adequate liquidity e Our ability to obtain external financing on favorable terms, our—- or at all, in the future  The
quality of our real estate toan-loans pertfetioRisks-and our ability to sell our loans to the secondary market ® Our deposit
account balances that exceed the Federal Deposit Insurance Corporation (the “ FDIC ”) insurance limits may expose the
Bank to enhanced liquidity riskRisks Related to the Advantage Loan Program e Compliance with the Plea Agreement
and the effect of the Plea Agreement on our reputation and ability to raise capital e The costs of cooperating with
ongoing governmental investigations of certain individuals e The exhaustion of our directors and officers insurance
policies (“ D & O Insurance ”) covering various matters related to our former Advantage Loan Program e The costs of
legal proceedings, including settlements and judgments e Potential claims for advancement and indemnification from
certain directors and officers related to the governmental investigations and potential litigation against us or
counterclaims by our controlling shareholderRisks Related to Our Highly Regulated Industry @ The extensive laws and
regulations affecting the financial services industry, tﬂeﬁdmg—ﬂ%e—qﬁ&hﬁed-ﬂaﬂft—}eﬂde%(—‘eweﬁ—the continued effects of
the Dodd- Frank Wall Street Reform and Consumer Protection Act (the ““ Dodd- Frank Act ) and related rulemaking, changes
in banking and securities laws and regulations and their application by our regulators and the Community Reinvestment Act (the
“CRA 7)) and fair lending laws , including as a result of the recent bank failures e Failure to comply with banking laws and
regulations ® Enforcement priorities of the federal bank regulatory agenciesRisks Related to Competition ® Strong competition
within our market areas or with respect to our products and pricing ® Our reputation as a community bank and the effects of
continued negative publicity ® Our ability to keep pace with technological change and introduce new products and services ®
Consumers de01d1ng not to use banks to complete their financial transactlonsOther -t-faﬁsaet—teﬂs-Rtsks—Re}a’éed-te—I-rﬁefes-t—R&tes

abﬁtﬁe—seﬁ—etrﬁeaﬁs—te—&re—seeeﬂéaﬁ—m&ﬂée@fheﬁRlslm Reldted to Our Busmess e Our ablhty to attract dnd retain key

employees and other qualified personnel ® Our operational, technological and organizational infrastructure, including the
effectiveness of our enterprise risk management framework at mitigating risk and loss to us ® Operational risks from a high
volume of financial transactions and increased reliance on technology, including risk of loss related to cybersecurity or privacy
breaches and the increased frequency and sophistication of cyberattacks @ The operational risk associated with third- party
vendors and other financial institutions ® The ability of customers and counterparties to provide accurate and complete
information and the soundness of third parties on which we rely ® Our employees’ adherence to our internal policies and
procedures-procedures4 e The effects of natural disasters on us and our California borrowers and the adequacy of our business
continuity and disaster recovery plans e Environmental, seetal-Social and gevernanee-Governance (“ ESG ) matters and their
effects on our reputation and the market price of our securities ® Climate change and related legislative and regulatory initiatives
e Adverse conditions internationally and their effects on our customers ® Fluctuations in securities markets, including changes



to the valuation of our securities portfolio ® The reliance of our critical accounting policies and estimates, including for the
allowance for tean-credit losses, on analytical and forecasting techniques and models ® Other economic, competitive,
governmental, regulatory and technological factors affecting our operations, pricing, products and services and the other risks
described elsewhere herein or in the documents incorporated by reference herein and our other filings with the SECRisks
Related to Governance Matters ® The Seligman family’ s ability to influence our operations and control the outcome of matters
submitted for shareholder approval e Our ability to pay dividendsThe foregoing risk factors should not be construed as an
exhaustive list and should be read in conjunction with the cautionary statements that are included under *“ Cautionary Note
Regarding Forward- Looking Statements ” above and elsewhere in this Annual Report on Form 10- K, as well as the items set
forth under “ Item 1 A. Risk Factors. ” 4PARTF-SPART IITEM 1. BUSINESSOVERVIEWGeneralWe are a unitary thrift
savings-anddoan-holding company incorporated in 1989 and headquartered in Southfield, Michigan —Gur-and our primary
business is the operation of our wholly- owned subsidiary, Sterling Bank ;- threttgh-Through whieh-Sterling Bank, we
currently have-historieally-originated— originate residential-and-commercial real estate loans ;eenstrietion-and commercial
and industrial loans, eemmeretaHines-oferedit-and othereonsumerloans-and-provided- provide deposit products, consisting
primarily of checking, savings and term certificate accounts. Sterling-Historically, the Company’ s largest asset class has
been residential mortgage loans; however, the Bank suspended all residential loan originations in early 2023. The Bank
also engages in mortgage banking activities and, kas-— as 28-such, acquires, sells and services residential mortgage loans.
The Bank operates through a network of 27 branches ineluding26-of which 25 branches are located in the San Francisco
and area;stx-ingreater-Los Angeles, ene-California metropolitan areas with the remaining braneh-branches located in New
York €ity-, New York and Southfield, eurheadeuartersbranehir-Michigan . In August 2023, our election to become a
covered savings association under the Home Owners’ Loan Act (“ HOLA ”) became effective, allowing us to operate as a
commercial bank without being subject to the requirement that a savings institution maintain at least 65 % of its
portfolio assets in certain qualified thrift investments (primarily residential mortgages and related investments,
including certain mortgage- backed and related securities) in at least nine months out of each 12- month period as
required by the qualified thrift lender (“ QTL ) test under HOLA. This will allow greater flexibility on the future
composition of our balance sheet. The Company is currently performing an evaluation of its alternatives for new
banking products and services . Our results of operations are dependent primarily on our net interest income, which is the
difference between the interest earned on our assets, primarily our loan and securities portfolios, and the interest paid on our
deposits and borrowings. Our net income is also affected by our provision for teascredit losses, non- interest income, non-
interest expense (general and administrative expense) and income tax expense. Non- interest income includes service charges
and fees; net gain on sales of loans and securities; mortgage servicing fee income, net; income from company- owned life
insurance ;-3 and other non- interest income. General and administrative expense consists of salaries and employee benefits
expense; occupancy and equipment expense; federal deposit insurance assessments; data processing expense; professional fees;
and other non- interest expenses. Our net income is also significantly affected by general economic and competitive conditions,
partlculdrly changes in market interest rates and U S. Treasury yleld curves, ,g_overnment policies and actions of reguldtory

efedtt—eveﬁhe past t-hfee-several years, we ha\ e been Cooperatmg w1th formal nv estléatlons by the Ol‘hce of the C omptloller
of the Currency (the “ OCC ”), the U. S. Department of Justice (the “ DOJ ”) and the SEC reldted toa pre\/lous residential
loan product referred to as the Advantage Loan Proudm 0 v

Order with the O( C sthat resol\ ed the OCC’ s inv estléatlon dnd the occC te1m1nated the formal agreement between the
Bank and the OCC entered into on June 18, 2019 (the “ OCC Agreement ), which marked the completion of certain
remediation requirements. Puring2622-In the same year , we also settled a shareholder derivative action filed against us, under
which we agreed to adopt and implement substantial corporate governance reforms, many of which were already underway at
the time. We also improved our credit profile and metrics through the sale of several pools of loans. In July $6aMareh—5;
2023, we received final court approval of the Cempany-entered-nto-a-Plea Agreement (the “ Plea Agreement ) entered into
with the DOJ, resolving the DOJ’ s investigation of the Bank and the Company relating to the Bank’ s former residential loan
product, marketed as the Advantage Loan Program, and related matters. HaderIn addition, in June 2023, the Plea-Agreement
Company received a letter from the Division of Enforcement of the SEC informing the Company that the Division of
Enforcement had concluded its investigation of the Company and did not intend to recommend an enforcement action
by the SEC against the Company. With the resolution of the various government investigations that targeted the Bank
and the Company, we commenced a full evaluation of our business and strategic alternatives. 6We have engaged a
consulting firm to help us develop a comprehensive strategic plan that we expect will include the incorporation of new
banking products and services in light of our new status as a covered savings association. We have not yet established
fixed timelines or milestones for the completion of this process, and we expect that any repositioning of the Bank
pursuant to the resulting plan will take significant time and expense. As part of the board of directors’ strategic planning
process , the Company has agreed-also engaged Keefe, Bruyette & Woods as a financial advisor to assist the board plead
guilty-to-one-eount-of directors seeurittes-fraud-primarity relating-to diselosures-with-respeet-to-explore and evaluate potential
strategic alternatives. Some of the possible strategic alternatives the board of directors may consider are a sale of the
Company, a merger or the-other Advantage-LoanProgranreontainedirrbusiness combination, a sale of all or a material
portion of the Company’ s assets 20+7HPO-Registration-Statement-and a recapitalization itsimmediatelyfoHowingAnnuaat



dlrectors has met multiple times in 2023

-mfema-l—eeﬁtfe-}s—wrt-}rfespeet—to dlscuss prellmmary seettfmes—}weeﬂ%ph&ﬂee—&ﬂd-pfmmaeﬂedie—reports recelved te—t-he

rthe consultmg ﬁrm Ad

v-and financial advisor fhe—B&nHem&rn—tmder—rmfesﬁgaﬁeﬂ—byﬂ&e—SEG
fe}afed—te—t-he—Adiﬁf&&ge—I:e&n—Pfegf&m— and t-he—eeﬁap&n-y—cunently believes that prevailing economic conditions and the
SEE*s-investigation-lack of a robust capital market for community banks create significant limitations on pursuing a new
strategic direction. The creation of new banking products and services focused on the California market will netresaltin
be expensive to build out an-and enfereement-aetionagainst-challenging to recruit and retain appropriate additional
personnel to pursue and support. Further, the Company would require access to capital markets that would allow the
Company to efficiently raise capital to cover the significant expense of a new platform buildout without unreasonable
dilution of the existing shareholder base. Accordingly, the board of directors has elected to be patient and wait for
market conditions to improve before pursuing these strategies and will continue to evaluate new banking products and

services alternatlves See “Item 1A. Rlsk Factors — Rlsks Related to Our Strategy &W

us-t0 manage beg P viable-grovwthplan st ate andmﬂaﬁeﬂaﬁ'—eﬂﬁfefm&eﬁf
llquldlty rlsk w1th the prlmary goa of Ppr eservmg capltal We also pfaeﬁea-l-}y—}nﬁtts—ﬂ%e—few—eppef&mtﬁes—we—hwe—fw

Aeeefd-'rng-l—y—fer%@%?y—we—remdm focused on our efforts to de- rlsk our balance sheet 1ncludmg mdlntalmng our fouus on credit
quality ;-and exploring alternative sources of loan production ane-, which could include purchasing addittenal-loan pools and
loan participations . SubsidiariesIn addition to the Bank, the Company has one indirect subsidiary, which is inactive. OUR
BUSINESSLending ActivitiesOne- to- Four Family Residential Loans. We previously originated residential loans. In May
2022, the Company outsourced the residential loan origination function to a third- party residential lending service
provider. As a result, the Company reduced its workforce in its in- house mortgage origination area. In November 2022,
the service provider notified the Company of its intention to cease conducting business. The Company explored possible
other service providers but decided to suspend the origination of residential lending in early 2023. We may continue to
purchase loan pools and loan participations. The origination of mortgage loans to enable borrowers to purchase or refinance
existing homes was historically was-our most significant loan origination activity , and such loans continue to comprise the
largest portion of our loan portfolio. We effer-offered fixed- rate and adjustable- rate mortgage loans with terms of up to 30
yecus Hlstorlcdlly our most ugmhcant produd was our Advantdoe Loan Plooram and btrt—as—a—fesa-l-t—e—flt-he—tefm-rﬂa&eﬂ—ef—the

-}e’v‘e}s—Neveft-he}ess—thls former loan produd — one-, three-, h\ e- or seven- year ddjustable rate mortgages thdt requned down
payments of at least 35 % — continues to be the largest portlon of our gross loans, comprising 63-58 % of our residential loans
at December 31, 2022-2023 . An internal review of this program indicated that certain employees engaged in misconduct in
connection with the origination of a significant number of such loans, including with respect to the verification of income, the
amount of income reported for borrowers, reliance on third parties, and related documentation, which led to the termination of
the program . We discontinued originating loans under the Advantage Loan Program at the end of 2019 . For additional
information related to the risks of the Advantage Loan Program, see “ Item 1A. Risk Factors — Risks Related to the Advantage
Loan Program. ” Fe-7Te avoid the uncertainty of audits and inquiries by third- party investors in Advantage Loan Program
loans sold to the secondary market, beginning at the end of the second quarter of 2020, we commenced making offers to each of
those investors to repurchase 100 % of our previously sold Advantage Loan Program loans. As of December 31, 2022-2023 , we
had repurchased such loans with an aggregate principal balance of $ 309. 1 million and had outstanding commitments to
repurchase an additional $ 2416 . 3-9 million through July 2025. At December 31, 2022-2023 , the unpaid principal balance of
residential mortgage loans sold under the Advantage Loan Program that were subject to potential repurchase obligations for
bredgh of repIesentdtlons and w arrantles 1r1c1ud1r10 loans subject to binding repurchase Commltments totaled b 43—33 -3—0

teinatio i seto Ong reudentldl loan produets— product 5
we preVIOusly e*peet—te—eeﬂt—mtte—te—effefoffered are-was our tenant in- common —efloans (“ TIC loans ”), which are similar

to traditional co- op loans. Our primary market areas of San Francisco and Los Angeles contain a substantial number of two- to
six- unit residential buildings and a large amount of condominium conversions. Through our TIC loan program, we {end-offered
loans to owners of individual units within the building based on their relative ownership share. At December 31, 2023, we had
total outstanding TIC loans of $ 396 4 mllllon. Our TIC loans genelally eeﬂsts{—consmted of tlnee , five- dnd seven- year
adjustable- rate mortgages 5w ageb dinrg 10
as-of Deeember31+-2022- We also e*peet—te—eeﬂt—mtte—te—effefoffered COllVellthlldl Contmmmé fixed- rate locms w1th terms of
either 15, 20, or 30 years for mortgages at the Federal Housing Finance Agency limits for those markets where we etiginate




originated loans. The bulk of our conforming mortgage loans are-were originated with the intent to sell, after which we
typically retainrretained the servicing rights to these loans. In addition, we hawe-had a jumbo loan program for residential real
estate loans of up to $ 2. 5 million, for which we effer-offered both fixed and adjustable rates. Across our portfolio, our
adjustable- rate mortgage loans are based on a 30- year amortization schedule and generally interest rates and payments adjust
annually after a one-, three-, five- or seven- year initial fixed period. Interest rates on our adjustable- rate loans eriginated-prior
to-Marel8;2024-adjust to a rate typlcdlly equal to 350 to 450 bzms pomts above the one- year secured overnlght ﬁnanclng
rate (“ SOFR ”) or : d
- and five - year constant maturlty Treasury

adversel—y—a—ffeet—etﬁesu}ts-ef—epeﬂmeﬁs#Amoss our reudentldl portfoho our loan- to- leue ratio (dehned as culrent loan

amount compared to appraised value at the time of loan origination) was 52-51 % as of December 31, 2622-2023 . For
discussion reécudmg rlsks partlcular to our reudentldl redl est'lte loans, see “ ltem lA Risk Factors — Risks Related to Credlt

Commercial Loans. We offer a varlety of commelcml loan products consisting primarily of commercial real estdte loans
construction loans and commercial Hnes-eferedit-and industrial loans . The majority of our commercial loans are secured by
real estate or other business assets . Our underwriting practice for commercial loans requires the identification and
documentation of the sources of repayment, risks to repayment, mitigating factors and the aggregate exposure of the
lending relationship for each commercial loan. We have several levels of lending authority. Lending limits are based on
total exposure to the borrower including all extensions of credit, both used and unused, guarantees, co- signatures or
endorsements . Our commercial loans are almost exclusively recourse loans, as we endeavor to secure personal guarantees on
each loan we underwrite. Commercial Real Estate Loans. Our commercial real estate loan portfolio includes loans secured by
hotels, office, industrial, retail, multifamily and mixed- use properties. We focus on prejeets-properties within or contiguous to
our branch footprint, focusing on borrowers with income- producing properties, strong cash flow characteristics and strong
collateral profiles. Our loan- to- value policy limit is 75 % for commercial real estate loans. Income producing
commercial real estate loans are subject to a minimum debt service coverage ratio at origination which varies by
property type. At December 31, 2622-2023 , commercial real estate loans totaled $ 237. 0 million, 43 % of which are
secured by multifamily propertles. At December 31,2023 , approximately 63-60 % of our commercial real estate loan

portfolio cons1sted of adjustable- rate loans with an av erage reset of -3-1—25 months —GuHeaﬂ—te—V&l-ue—pe-hey—hﬁﬁts-&re%%

originated constructlon loans in greater frequency, but we currently orlglnate such loans on a limited ba51s, generally in
connection with the Bank’ s CRA considerations . We eentinteto-have § 44-10 . 54 million of construction loans on our
balance sheet at December 31, 2622-2023 , which are comprised primarily of residential construction, commercial construction
and mixed- use development loans. Interest reserves are generally established on construction loans. The interest reserve
allows the borrower to draw loan funds to pay interest charges on the outstanding balance of the loan when financial
condition precedents are met. These construction loans were-are typically based on the prime rate of interest and had-have
maturmes of up to 36 months Our most recent -Pﬂeﬁe—Beeeﬂaber—Z-@%@—eleoan to- value pohcy hmlts were-&@-are 70 % for

and—ﬁnanetal—eend-t&en—?@emmerem%—SCommercml I:rnes—e-f—efed-rt—and Industrlal Loans We also oﬁer commercml and
industrial loans consisting of certain term loans and commercial lines of credit to businesses and individuals for business
purposes. The commercial and industrial portfolio totaled $ 15. 8 million at December 31, 2023. These term loans are
secured by inventory, equipment, accounts receivable, other assets and in some instances by commercial real estate
properties. These loans are typically extended to finance companies or other non- bank lenders with terms of less than §
years. Also, our commercial lines of credit are typically secured by real estate, inventory, equipment, accounts receivable and

other assets. Investment fPhe—te%a-l-eeﬂafﬂefetal—hneshef—efedﬁ-peﬁ-fehe-PortfolloAs of tetaled-$1-4-millionand $-0-4-millionat

December 31, 2022-2023 = , the fair value of our
investment portfollo totaled $ 348—423 29 1n11110r1 w1th an average eﬂectlve yield of 2—3 4-1—34 %, and the estimated duration
on the fixed income portion of our investment portfolio (fair value of $ 343-419 . 6-2 million) is 2-1 . 74-95 years. The primary
objectives of the investment portfolio are to provide liquidity, generate economic value, be responsive to cash needs and assist in
managing interest rate risk. As of December 31, 2022-2023 , 48-59 % of our investment portfolio consists of U. S. treasuries
Treasury and ageney-Agency notes-securities , with the balance in mortgage- backed securities, collateralized mortgage and
debt obligations and equity securities. We regularly evaluate the composition of our investment portfolio as the interest rate
yield curve changes and may sell investment securities from time to time to adjust our exposure to interest rates or to provide




liquidity. Our investment policy is reviewed at least annually by our board of directors. Overall investment goals are established
by our board of directors , Ehief-chief Exeeutive-executive Officer-officer , Chief-chief Finanetal-financial Offieer-officer and
members of our Asset and Liability Committee {“AEE€O->)-. Our board of directors has delegated the responsibility of
monitoring our investment activities to our management and ABCO-Asset and Liability Committee . Day- to- day activities
pertalnlng to the securltles portfoho are conducted unde1 the supervmon of our Gh-tef—chlef -F-rﬂ&ﬂeta-l-ﬁnanclal Offieer-officer -
6 v OREO 8 . DepositsWe offer
tradmonal depomory products 1nclud1ng checklng, savings, money market 1nd1wdual retlrement accounts and certificates of
deposits, to individuals and businesses throughout our market areas. Our deposits are insured by the Federal-Depesitinsuranee
Cerperation-{the“~FDIC Zup to statutory limits. We offer customers traditional retail deposit products through our branch
network and the ability to access their accounts through online and mobile banking platforms. We seek to grow our deposits
through the use of competitive rates, a focused marketing campaign, and multi- product clubs in which we offer varying benefits
depending on the overall relationship with the customer. Our bankers are incentivized to acquire and maintain quality, core
deposits as we depend on deposits to fund the majority of our loans. Brokered deposits are obtained when needed to build
liquidity at favorable rates. Market AreaThe primary markets in which we operate are the San Francisco and greater-Los
Angeles metropolitan areas , and our 26-25 - branch network in these areas is our core distribution channel. In addition, we
have one branch in New York City and our headquarters branch in Southfield, Michigan. We strive to take advantage of our
core footprint and deep- rooted relationships to target local customers with a diversified product offering. Our local branch
network enables us to gather deposits, promote the Sterling brand and customer loyalty, originate loans and other products and
maintain relationships with our customers through regular community involvement. CompetitionThe financial services industry
is highly competitive as we compete for loans, deposits and customer relationships in our market. Competition involves efforts
to retain current clients, make new loans and obtain new deposits, increase the scope and sophistication of services offered and
offer competitive interest rates paid on deposits and charged on loans. Within our branch footprint, we primarily face
competition from national, regional and other local financial institutions that have established branch networks throughout the
San Francisco and Los Angeles metropolitan areas as well as the New York City market, giving them visible retail presence to
customers. #1-9In mortgage banking, we face competition from a wide range of national financial institutions, regional and local
community banks, as well as credit unions and national mortgage underwriters. In commercial banking, we face competition to
underwrite loans to sound, stable businesses and real estate projects at competitive price levels that make sense for our business
and risk profile. Our major commercial bank competitors include larger national, regional and local financial institutions that
may have the ability to make loans on larger projects than we can or provide a larger mix of product offerings. We also compete
with smaller local financial institutions that may have aggressive pricing and unique terms on various types of loans and,
increasingly, financial technology platforms that offer their products exclusively through web- based portals. 8t In retail
banking, we primarily compete with national and local banks that have a visible retail presence and personnel in our market
areas. The primary factors driving competition in consumer banking are customer service, interest rates, fees charged, branch
location and hours of operation and the range of products offered. We compete for deposits by advertising, offering competitive
interest rates and seeking to provide a higher level of personal service. We also face competition from non- traditional
alternatives to banks such as credit unions, internet- based banks, money centers, money market mutual funds and cash
management accounts. For further discussion regarding the competitive factors and uncertainties impacting our business, see “
Item 1A. Risk Factors —— Risks Related to Competition. ” Resolution of Department of Justice InvestigationOn July 19,
2023, the United States District Court for the Eastern District of Michigan approved the Plea Agreement entered into
with the DOJ on March 15, 2023, which resolved the DOJ’ s investigation focused on the Bank’ s Advantage Loan
Program and related issues, including residential lending practices and public disclosures about that program contained
in the Company’ s filings with the SEC. Under the Plea Agreement, the Company pleaded guilty to one count of
securities fraud primarily relating to disclosures with respect to the Advantage Loan Program contained in the
Company’ s 2017 Registration Statement for its initial public offering and its immediately following Annual Reports on
Form 10- K filed in March 2018 and March 2019. Consistent with the Plea Agreement, the sentence issued by the court
required the Company to pay $ 27. 2 million in restitution for the benefit of non- insider victim shareholders; further
enhance its compliance program and internal controls with respect to securities law compliance; and provide periodic
reports to the DOJ with respect to compliance matters. The restitution amount was paid by the Company in the third
quarter of 2023 and will be administered by a special master appointed by the court. No criminal fine was imposed. The
Company’ s obligations under the Plea Agreement are generally effective for three years. This resolution released the
Company, as well as the Bank, from further prosecution for securities fraud and underlying mortgage fraud in the
Advantage Loan Program. HUMAN CAPITAL RESOURCESOverviewWe-RESOURCESOverviewOur culture remains
focused on integrity, inclusion, continuous learning and synergy as the Company continues to bulld on the employee
experience. We continue to focus on 1mt1at1ves that 6 y g 70 0

engage-employees-and-promote a
hﬁmaﬁ—feseﬂfees—}nfefma&eﬁ—systeﬂa—lauﬂehed—employee engagement through the 1ntroductlon of technology suweys—&ﬂd

introdueed-our-eore-eompetenetes-to al-improve communication and transparency with our employment practices. In
2023, we implemented a Human Resources Information System, which provides employees with access to their

information through the self- service portal . We-Further, we currently plan to establish a management- level Human
Resources committee that would perform annual reviews of related policies and ongoing survey activities. The Company
eontiftie-continues tewards-to be invested in building a culture of engagement that promotes giving back to the communities

we serve, our shareholders and employees. Management-ralues-the-eeHabeorative-Collaboration relationships-and teamwork
remain that-existat the Banlk-core of our focus . As of December 31, 2622-2023 , we had a total of 276-248 full time and five




seven part time employees, located predominately in California, Michigan and New York. During the seeend-first quarter of
2622-2023 , we reduced our workforce by 35-12 full- time- equivalent employees and in eenneetion-the fourth quarter of 2023
we eliminated four full- time positions that were impacted by the elimination of our residential lending program. The
reduction in force, along with natural attrition and the eutseureing-implementation of eurresidentiaHoan-origination
funettorrnew technology, has contributed to the reduced headcount from 2022 to 2023 . Our employees are not represented
by a collective bargaining unit or are parties to a collective bargaining agreement. We believe that our relations-relationship
with our employees are-good-is built on trust, transparency, and inclusivity and because of that, we continue to have a
dedicated and engaged workforce . €ulture-10Culture and EngagementWe strive to amplify the eontinte-otreffortsin
suppotting-ouremployees— employee and-providing-voice through communication using multiple channels, one being thent
- the with-employee engagement survey. We conducted our annual employee engagement survey in May 2023 an-and
enhaneed-overall participation was 86 %. The level of employee engagement, which is a measure gleaned from the survey
results of the employee experience as it pertains to satisfaction in addition to meaning, autonomy, growth, impact and
connection, was 81 %. Participation in the May 2023 survey increased by 4 % and overall engagement increased by 4 %
from the 2022 survey. In addition to the survey, we are committed to publishing an internal news bulletin on a quarterly
basis to inform employees of what is happening at the Company and recognize employees and teams for their
contributions at work, in our communities and with our customers. Overall, our culture is one that eelebrates-promotes
our core competencles, and we will continue to blllld on 1ntegr1ty, 1nclus10n, contlnuous learmng and synergy in t-hern»

. i aeh-year te—ele—se— Management values -l-n—reeeﬂt—ye&rs—we—h&'v‘e
fepes-l-t—teﬂed-om employees httman—e&pi-ta-l—efferts—dnd expanded-continues to work with the human resources team on

improving on the employee experience from recruitment through departure. We believe the implementation of the
Human Resources Information System has added to the employee application, recruitment and on- boarding practices
that contribute toward building a culture of engagement. Human resources technology is being implemented across the
organization to help with communication and provide mere-suppertfercmployces ;-with the information they need
through the Human Resources Informatlon System discussed above. We continue to strive to build a culturc and

rrteg 6 o eatning-atd v veloped-to-farther-suppeort Dl\ ers1ty Equity,
lnclusmn and BelonulmAs of Deeember 31 %92—2—2023 56—5 % of employees were female, and 64-68 % identified within an
ethnically diverse 010up t-Within the greupefemployees at the level of assistant vice president or higher, 49-40 % were
female and 56-60 % identified within an ethnically diverse group. We continue to promote diversity, equity, inclusion and
belonging within our culture asis-refleeted-rourcore-competenetesunderdnelusion-. We are committed to providing a
workplace that is free of harassment and discrimination by taking proactive measures and providing all employees with non-
discrimination and sexual harassment prevention training on an annual basis. We continue to support and provide diversity
training to all employees to increase cultural competency and collaboration. We believe in having an inclusive and diverse
workforce in which employees feel valued, empowered and that they are making a positive difference within our
communities, workplace and within the lives of the customers we serve. 9Falent-- Talent Acquisition, Retention and
Developmentlt-DevelopmentThe Company continues to provide an adaptable work arrangement model to provide
employees the opportunity to work remotely, on a hybrid schedule or in the office based on their position, responsibilities
and locatlon. It is our goal to attract, retain and dev elop employees and p10\ ide 0ppo1tumtles for growth. We belleve the pool

a-ppreerated—expanded due to our ﬂex1ble work env1ronment prov1ded by the adaptable work arrangement model W e
understand that our ability to retain employees leads to the retention of customers and allows us to build strong relationships
based on trust, so we continue to invest in the professional development of our employees. Our customers depend on the
capabilities and knowledge of our employees , which is why we have been investing in the growth of our team. For further
discussion 1eg¢udmg retention of our emplovees see “ Item 1A. R1sk Factors — Other Risks Reldted to Our Busmess —©Our
acta : P a a ” We strive to

competltlve beneﬁts to eur—'Fetal—Rew&rds—te&m—w%e—eversees—all employees eempeﬂsaﬁeﬂ—related-praeﬁees—pel-tetes—&né
d . Our Gempeﬂs&t-reﬁ—&ﬂd-benehts include

health beﬂeﬁts-care a 401 (k) plan with an employer contribution in
Company stock e-Pt-he—Gemp&n—y— hndncml education and counseling, partial tuition reimbursement, wellness initiatives
(including programs designed to help our employees meet their health goals) and paid time off. We-In addition, in 2023, we
formalized our learning and development policy, and we continue to offer over 600 technical and professional development
courses and educational 1e1mbursement for approved external tr: ammg opponumnes Respeﬂse—Our goal Is to promote a




and-we-eontintte-continuous learning in whlch Wi
developing both interpersonally —W
sehedules-and professionally fu-l-lry—femefe—weﬂesehedt&es—to meet 6
fequﬁedjeb-eluﬁes—We—fem&rn—ﬂwdﬁn—euﬁef&ﬂﬁe—ﬂ&e—thelr career goals efﬁee—pfeteeeh-&uﬁe—t-he—eh&ngmg—eeﬁdtﬁeﬂs

eﬂap-}eyees—te-t-he—best—mtent—pesﬁb-}e- -S-U-PE—R—\LI-S-IQN—IISUPERVISION AND REGU-ImAr’HGNG-eﬁefa-IAS
REGULATIONGeneralSterling Bank is a federal-federally chartered stock savings bank that has elected to operate as a
covered savings association , Sterling-effective August 9, 2023. As a covered savings association, the Bank will generally
function as a commercial bank without the constraints applicable to a thrift institution. For instance, for so long as the
Bank continues to operate as a covered savings association, the Bank is not required to satisfy the QTL test that applies
generally as a matter of federal law to thrift institutions. The Bank is subject to primary examination and regulation by the
OCC and, as an insured depository institution, the FDIC. The federal system of regulation and supervision establishes a
comprehensive framework of activities in which Sterling Bank may engage and is intended primarily for the protection of
depositors and the FDIC” s Deposit Insurance Fund (the “ DIF ) rather than our shareholders. In connection with its election
to operate as a covered savings association, Sterling Bank was required to become a member of the Federal Reserve
System and subscribe to the capital stock of the Federal Reserve Bank of Chicago. Sterling Bank also is a member of, and
owns stock in, the Federal Home Loan Bank (the “ FHLB ) of Indianapolis, which is one of the 11 regional banks in the FHLB
system. As a unitary thrift holding company, Sterling Bancorp is required to comply with the rules and regulations of the FRB.
As a company that controls a depository institution that has elected to operate as a covered savings association, Sterling
Bancorp is treated for most regulatory purposes as a bank holding company. We are required to file certain reports with the
FRB and are subject to examination by and the enforcement authority of the FRB. Sterling Bancorp is also subject to the rules
and regulations of the SEC under the federal securities laws. +06nder—-- Under this system of regulation, the regulatory
authorities have extensive discretion in connection with their supervisory, enforcement, rulemaking and examination activities
and policies, including rules or policies that: establish minimum capital levels; restrict the timing and amount of dividend
payments; govern the classification of assets; determine the adequacy of the allowance for fean-credit losses for regulatory
purposes; and establish the timing and amounts of assessments and fees. Moreover, as part of their examination authority, the
banking regulators assign numerical ratings to banks and savings institutions relating to capital, asset quality, management,
liquidity, earnings and other factors. These ratings are inherently subjective and the receipt of a less than satisfactory rating in
one or more categories may result in enforcement action by the banking regulators against a financial institution. A less than
satisfactory rating may also prevent a financial institution, such as Sterling Bank or Sterling Bancorp, from obtaining necessary
regulatory approvals to access the capital markets, pay dividends, acquire other financial institutions or establish new branches.
In addition, we must comply with significant anti- money laundering (“ AML ) and anti- terrorism laws and regulations, the
CRA and regulations implemented thereunder, and fair lending laws and regulations. Government agencies have the authority to
impose monetary penalties and other sanctions on institutions that fail to comply with these laws and regulations, which could
significantly affect our business activities, including our ability to expand our branch network or acquire other financial
institutions. Finally, we are also subject to the laws and regulations of the State of Michigan, in which our main office is located,
and other states in which we do business, including California and New York. Any change in applicable laws or regulations,
whether by the OCC, the FDIC, the FRB, the SEC, state regulators, or Congress, could have a material adverse impact on the
operations and financial performance of Sterling Bancorp and Sterling Bank. Set forth below is a brief description of material
regulatory requirements that are or will be applicable to Sterling Bancorp and Sterling Bank and-Sterling-Baneerp-. The
description is limited to certain material aspects of the statutes and regulations addressed and is not intended to be a complete
description of such statutes and regulations and their effects on Sterling Bancorp and Sterling Bank and-StetlingBaneorp-
Federal-12Federal Banking RegulationBusiness Activities. A federal savings bank derives its lending and investment powers
from the-Home-Owners™oanAet-as-amended-HOLA ;-and applicable federal regulations. A federal savings bank that
elects to operate as a covered savings association, including Sterling Bank, retains its federal savings bank charter and
continues to be treated as such for certain enumerated purposes; however, covered savings associations generally are
afforded the same rights and privileges as national banks under the National Bank Act and other applicable federal laws
and regulations. Under these laws and regulations, Sterling Bank may invest in mortgage loans secured by residential and
commercial real estate, commercial business and consumer loans, certain types of debt securities and certain other assets, subject
to applicable limits. Sterling Bank may also establish subsidiaries that may engage in certain activities not otherwise permissible
for Sterling Bank, including wealth and investment management. Corporate and Risk Governance. We are required as a
supervisory matter to implement an effective corporate and risk governance framework commensurate with our size,
complexity and risk profile. Fundamental components of this framework include the authorities and responsibilities of
directors and senior managers to govern the operations and structure of the Company and the Bank, as well as the
implementation and management of systems and processes designed to identify, measure, monitor and control the risks
to the organization, specifically including strategic, reputation, compliance and operational risks. Further, the federal
banking agencies have in recent years increased their focus on banks’ third- party risk management controls and
practices. In June 2023, the federal banking agencies, including the OCC, adopted interagency guidance on risk
management of third- party relationships. The guidance applies broadly to any business agreement between a banking
organization and another entity, by contract or otherwise (including affiliated entities), and requires banking
organizations to analyze the risks associated with each third- party relationship and establish effective governance and
risk management processes for all stages of a third- party relationship, including planning, due diligence and third-
party selection, contract negotiation, ongoing monitoring and termination. See “ Item 1A. Risk Factors — Other Risks



Related to Our Business > for additional discussion of this topic. Capital Requirements. Prior to January 1, 2023, the
Federal regulations require-required Sterling Bancorp and Sterling Bank to meet several minimum capital standards under the
risk- based capital rules implemented by the federal banking agencies pursuant to the Dodd- Frank Act. In general, subject to
certain exceptions as discussed further below, minimum capital standards include a common equity Tier 1 capital to risk-
weighted assets ratio of 4. 5 %, a Tier 1 capital to risk- weighted assets ratio of 6. 0 %, a total adjusted capital to risk- weighted
assets ratio of 8. 0 %, and a Tier 1 capital to adjusted-average total assets leverage ratio of 4. 0 %. In determining the amount of
risk- weighted assets for purposes of calculating risk- based capital ratios, all assets, including certain off- balance sheet assets
(for example, recourse obligations, direct credit substitutes and residual interests) are multiplied by a risk- weight factor
assigned by the regulations based on the risks believed inherent in the type of asset. Higher levels of capital are required for
asset categories believed to present greater risk. Common equity Tier 1 capital is generally defined as common shareholders’
equity and retained earnings. Tier 1 capital is generally defined as common equity Tier 1 and additional Tier 1 capital.
Additional Tier 1 capital includes certain noncumulative perpetual preferred stock and related surplus , and minority interests in
equity accounts of consolidated subsidiaries. Total capital includes Tier 1 capital (common equity Tier 1 capital plus additional
Tier 1 capital) and Tier 2 capital. Tier 2 capital is comprised of capital instruments and related surplus, meeting specified
requirements, and may include cumulative preferred stock and long- term perpetual preferred stock, mandatory convertible
securities, intermediate preferred stock and subordinated debt. Also included in Tier 2 capital is the allowance for tean-credit
losses limited to a maximum of 1. 25 % of risk- weighted assets. Calculation of all types of regulatory capital is subject to
deductions and adjustments specified in the regulations. In assessing an institution’ s capital adequacy, the OCC takes into
consideration not only these numeric factors, but qualitative factors as well, and has the authority to establish higher capital
requirements for individual institutions where deemed necessary. +H+¥he-- The Bank, after consultation with the OCC,
determined during 2022 that a risk- weighting of 100 % should be applied to its Advantage Loan Program loans under the risk
weighting requirements for first- lien residential mortgage exposure set forth under the Basel III capital rules. Previously, the
Company and the Bank generally applied a 50 % risk weight to the Advantage Loan Program loans. The new risk weighting
was applied as of December 31, 2021. ##-13In addition to establishing the minimum regulatory capital requirements, the capital
rules limit capital distributions and certain discretionary bonus payments to management if the institution does not hold a capital
conservation buffer (iGGBl)-wnsisting of 2. 5 % of common equity Tier 1 capital to risk- weighted assets above the amount
necessary to meet its minimum rlsk based Caprtal requrrements The capital Effeetive-as-of January+2026;-a-finatruterules
provide for published 0 A edueed-an optional simplified measure of capital adequacy for
qualifying community banklng 0rgan12at1ons (that is, the community bank leverage ratio (the “ CBLR ) framework), as
provided by the Economic Growth, Regulatory Relief and Consumer Protection Act of 2018 (the “ EGRRCPA ). The CBLR
framework is designed to reduce burden by removing the requirements for calculating and reporting risk- based capital ratios for
qualifying community banking organizations that opt into the framework. In order to qualify for the CBLR framework, a
community banking organization must have (i) a Tier 1 leverage ratio of greater than 9. 0 %, (ii) less than $ 10 billion in total
consolidated assets, and (iii) limited amounts of off- balance- sheet exposure and trading assets and liabilities. A qualifying
community banking organization that opts into the CBLR framework and meets all requirements under the framework will be
considered to have met the well capitalized ratio requirements under prompt corrective action regulations and will not be
required to report or calculate risk- based capital. Failure to meet the qualifying criteria within the grace period or maintain a
leverage ratio of 8 % or greater requires the institution to comply with the generally applicable capital requirements. The Bank is
a qualifying community bank organization and has-elected to opt into the CBLR framework, effective as of January 1, 2023. As
discussed above, by opting into the CBLR framework, we will-are not be-required to meet minimum standards under the risk-
based capital rules implemented by the federal banking agencies pursuant to the Dodd- Frank Act. Instead, maintaining a Tier 1
leverage ratio of greater than 9. 0 % is witkbe-considered to have satisfied the risk- based and leverage capital requirements in
the regulatory agencies’ generally applicable capital rules and to have met the well capitalized ratio requirements. Tier 1
leverage ratio is defined as Tier 1 capital to average total consolidated assets ratio. At December 31, 2622-2023 , the Company
and the Bank met the requlrement to have a T1er 1 leverage ratio greater than 9. 0 % and-would-have-metthe-CBER

to- One Borrower Generally, a federal savings bank may not make a loan or extend creditto a srngle or related group of
borrowers in excess of 15 % of unimpaired capital and surplus. An additional amount may be loaned, equal to 10 % of
unimpaired capital and surplus, if the loan is secured by readily marketable collateral, which generally includes certain financial
instruments (but not real estate). As of December 31, %92%2023 the Bank was in complrance with the loans to- one borrower
lnnltatlons. es eralHawrequiressavingss ations-to-meeta 3 derthe-testa-sa 3

%92—2—t-he—Baﬁlesat-is—ﬁed—t-he—QTHest— Cap1tal Drstrrbutrons Federal regulatrons impose limitations on caprtal drstrlbutrons by a
federal savings bank, which include cash dividends, stock repurchases and other transactions charged to the savings bank’ s
capital account. A federal savings bank must file an application with the OCC for approval of a capital distribution under
various circumstances, including, for example, if the savings bank’ s total capital distributions for the applicable calendar year



exceed the sum of its net income for that year to date plus its retained net income for the preceding two years; the savings bank
would not be at least adequately capitalized or otherwise would not remain an “ eligible savings association ”” under applicable
OCC regulations following the distribution; or the distribution would violate any applicable law, regulation or agreement with,
or order or notice approved by, the OCC. Even if an application is not otherwise required, every savings bank that is a
subsidiary of a unitary thrift holding company, such as Sterling Bank, must still file a notice with the FRB at least 30 days
before its board of directors declares a dividend or approves a capital distribution. FRB approval is also required for any
repurchase of capital stock by a financial institution with over $ 3 billion in assets, unless an exception applies. A notice or
application related to a capital distribution or share repurchase may be disapproved by the OCC if: e the federal savings bank
would be undercapitalized following the distribution; e the proposed capital distribution raises safety and soundness concerns;
or e the capital distribution would violate a prohibition contained in any statute, regulation or agreement, or any condition
imposed upon the savings bank in an application or notice approved by the OCC. In addition, the Federal Deposit Insurance Act
provides that an insured depository institution may not make any capital distribution if, after making such distribution, the

1n§t1tut10n Would f"ul to meet any apphcable regulatory capltal requlrement As—a—resu}t—e-ﬁﬂ&e—GGSvLHB-—}%aﬁderﬂ-re—t-he—feéefa}

F air Lendmg LaW§ Under the CRA, as 1mplemented by federal regulations, all federal savings banks have a contrnurng and
affirmative obligation, consistent with its safe and sound operation, to help meet the credit needs of its entire community,
including low- and moderate- income borrowers. The CRA does not establish specific lending requirements or programs for
financial institutions, nor does it limit an institution’ s discretion to develop the types of products and services that it believes are
best suited to its particular community, consistent with the CRA. The CRA requires the OCC, in connection with its
examination of a federally chartered savings association, to assess the institution’ s record of meeting the credit needs of its
community and to take such record into account in its evaluation of certain applications by such institution. A savings bank’ s
failure to comply with the provisions of the CRA could, at a minimum, result in denial of certain corporate applications such as
branch expansion or mergers, or in restrictions on its activities. The CRA requires a written evaluation of an institution” s CRA
performance utilizing a four- tiered descriptive rating system. All institutions insured by the FDIC must publicly disclose their
rating. Sterling Bank received a satisfactory CRA rating in its most recent federal examination. In October 2023, the federal
banking agencies issued a joint final rule to revise the regulations implementing CRA. Under the final rule, the agencies
will evaluate a bank’ s CRA performance based upon the varied activities that it conducts and the communities in which
it operates. CRA evaluations and data collection requirements will be tailored based on bank size and type. +3The—- The
Bank is considered a “ large bank ” under the final rule and therefore will be evaluated under new lending, retail
services and products, community development financing and community development services tests. The final rule
includes CRA assessment areas associated with mobile and online banking and new metrics and benchmarks to assess
retail lending performance. In addition, the final rule emphasizes smaller loans and investments that can have a high
impact and be more responsive to the needs of low- and moderate- income communities. The final rule will take effect on
April 1, 2024; however, compliance with the majority of the final rule’ s provisions will not be required until January 1,
2026, and the data reporting requirements of the final rule will not take effect until January 1, 2027. The CRA, the Equal
Credit Opportunity Act, the Fair Housing Act and other fair lending laws and regulations impose nondiscriminatory lending
requirements on financial institutions. The fair lending laws prohibit discrimination in the provision of banking services on the
basis of prohibited factors including, among others, race, color, national origin, gender, and religion. The enforcement of these
laws has been an increasing focus for the Consumer Financial Protection Bureau (the “ CFPB ), the Department of Housing and
Urban Development ¢HEB-2j-and other regulators. Under the fair lending laws, a lender may be liable for policies that result
in a disparate treatment of or have a disparate impact on a protected class of applicants or borrowers. If a pattern or practice of
lending discrimination is alleged by a regulator, then that agency may refer the matter to the DOJ for investigation. Pursuant to a
Memorandum of Understanding entered into by the DOJ and CFPB, the agencies have agreed to share information and
coordinate investigations and have also generally committed to strengthen their coordination efforts, including in respect of fair
lending investigations. A successful challenge to an institution’ s performance under the CRA or fair lending laws and
regulations could result in a wide variety of sanctions, including the required payment of damages and civil money penalties,
injunctive relief, imposition of restrictions on mergers and acquisitions activity and restrictions on expansion activity. Private
parties may also have the ability to challenge an 1n§t1tut10n ] perforrnance under fair lendlng lawq in prlvate class actron
htrgatron —OnMa &t ;

t-h-ts—t-rme— ATR / QM Ruleq The CFPB S ablhty to- repay (“ ATR ) and quahfled mortgage (- QM ”) ruleq require, in



connection with the origination of residential real estate loans within its scope, that a mortgage lender must make a reasonable
and good faith determination at or before consummation that the consumer will have a reasonable ability to repay the loan
according to its terms. Among other requirements, a creditor must verify the information on which it bases its repayment ability
determination by using reasonably reliable, written third- party records. These rules prohibit creditors, such as Sterling Bank,
from extending residential real estate loans without regard for the consumer’ s ability to repay and add restrictions and
requirements to residential mortgage origination and servicing practices. In addition, these rules restrict the imposition of
prepayment penalties and compensation practices relating to residential real estate loan origination. Mortgage lenders are
required to determine consumers’ ability to repay in one of two ways. The first alternative requires the mortgage lender to
consider eight underwriting factors when making the credit decision. The mortgage lender may also originate QMs, which are
entitled to a presumption that the creditor making the loan satisfied the ATR requirements. In general, a QM is a residential real
estate loan that does not have certain high- risk features, such as negative amortization, interest- only payments, balloon

payments o, a term exceeding 30 years or —I-n—add-r&eﬁ—te—be-a—QNHea-n—&te—pemts—a-r& an -fees—p&td—annual percentage rate

that exceeds appllcable llmlts prescrlbed by rule ;

Aet—created anew Category of QMS presumed to satlsfy ablhty to- repay requlrements of the ATR / QM rules underfor loans
that meet certain criteria and are held in portfolio by banks with less than $ 10 billion in assets, including the Bank. Qur-150ur
residential real estate loans originated under our former programs, such as TIC loan program and eurfermer-Advantage Loan
Program , are not QMs, as our underwriting processes for those programs do not follow applicable regulatory guidance required
for such qualification; however, our remalnmg Conformmg residential real estate loans orlgmated in 2021 and 2022 were QMs.

y : p it =’ for additional dlscussmn of th1s toplc. Transactions Wlth Related
Partles A federal savings bank’ s authority to engage in transactions with its affiliates is limited by Sections 23A and 23B of the
Federal Reserve Act and federal regulation. An affiliate is generally a company that controls, or is under common control with,
an insured depository institution such as Sterling Bank. Sterling Bancorp is an affiliate of Sterling Bank because of its control of
Sterling Bank. A subsidiary of a bank that is not also a depository institution or a financial subsidiary under federal law is not
treated as an affiliate of the bank for the purposes of Sections 23A and 23B; however, the OCC has the discretion to treat
subsidiaries of a bank as affiliates on a case- by- case basis. Section 23A limits the extent to which a bank or its subsidiaries may
engage in covered transactions with any one affiliate to 10 % of the bank” s capital stock and surplus. The amount of covered
transactions with all affiliates is limited efto 20 % of the bank” s capital stock and surplus. “ Covered transactions ” include,
among other things, the making of a loan to an affiliate, a purchase of assets from an affiliate, the issuance of a guarantee on
behalf of an affiliate and the acceptance of securities of an affiliate as collateral for a loan. All such transactions are required to
be on terms and conditions that are consistent with safe and sound banking practices and no transaction may involve the
acquisition of any low- quality asset from an affiliate. Certain covered transactions, such as loans to or guarantees on behalf of
an affiliate, must be secured by collateral in amounts ranging from 100 to 130 percent of the loan amount, depending upon the
type of collateral. In addition, Section 23B requires that any covered transaction (and specified other transactions) between a
bank and an affiliate must be on terms and conditions that are substantially the same, or at least as favorable, to the bank, as
those that would be provided to a non- affiliate. A bank’ s loans to its executive officers, directors, any owner of more than 10 %
of'its stock (each, an ““ insider ) and certain entities affiliated with any such person (an insider’ s “ related interest ) are subject
to the conditions and limitations imposed by Section 22 (h) of the Federal Reserve Act and the FRB’ s Regulation O. The
aggregate amount of a bank’ s loans to any insider and the insider’ s related interests may not exceed the loans- to- one-
borrower limit applicable to national banks. Aggregate loans by a bank to its insiders and insiders’ related interests may not
exceed the bank’ s unimpaired capital and unimpaired surplus. With certain exceptions, such as education loans and certain
residential mortgages, a bank’ s loans to its executive officers, may not exceed the greater of $ 25, 000 or 2. 5 % of the bank’ s
unimpaired capital and unimpaired surplus, but in no event more than $ 100, 000. Regulation O also requires that any loan to an
insider or a related interest of an insider be approved in advance by a majority of the board of directors of the bank, with any
interested director not participating in the voting, if the loan, when aggregated with any existing loans to that insider or the
insider” s related interests, would exceed the lesser of $ 500, 000 or 5 % of the bank’ s unimpaired capital and surplus.
Generally, such loans must (i) be made on substantially the same terms as and follow credit underwriting procedures that are no
less stringent than, those that are prevailing at the time for comparable transactions with unaffiliated persons and that do not
present more than a normal risk of repayment or present other unfavorable features, and (ii) not exceed certain limitations on the
amount of credit extended to such persons, individually and in the aggregate, which limits are based, in part, on the amount of
Sterling Bank’ s capital. An exception is made for extensions of credit made pursuant to a benefit or compensation plan of a



bank that is widely available to employees of the bank and that does not give any preference to insiders of the bank over other
employees of the bank. +5Enfereement-16Enforcement . The OCC has primary enforcement responsibility over federal savings
banks and has authority to bring enforcement action against all institution- affiliated parties, including directors, officers,
shareholders, attorneys, appraisers and accountants who knowingly or recklessly participate in wrongful action likely to have an
adverse effect on a federal savings bank. Formal enforcement action by the OCC may range from the issuance of a capital
directive, formal agreement (such as the agreement described below) or cease and desist order to removal of officers and / or
directors of the institution and the appointment of a receiver or conservator. Civil penalties cover a wide range of violations and
actions, and range up to $ 25, 000 per day, unless a finding of reckless disregard is made, in which case penalties may be as high
as $ 1 million per day. The FDIC also has the authority to terminate deposit insurance or recommend to the OCC that
enforcement action be taken with respect to a particular savings bank. If such action is not taken, the FDIC has authority to take
the action under specified circumstances. As discussed above under *“ Item 1. Business — General ” and in “ Item 7.
Management’ s Discussion and Analysis of Financial Condition and Results of Operations, ” the Bank entered into the OCC
Agreement on June 18, 2019 and was under formal investigation. Further, on September 27, 2022, the Bank was assessed a $ 6
million civil money penalty by the OCC with regard to the Bank” s credit underwriting processes and Bank Secrecy Act (“ BSA
”) and AML laws and regulations (“ BSA / AML ) compliance controls relating to its Advantage Loan Program, resolving the
OCC’ s investigation of the Bank. In connection with such assessment, the OCC determined that the Bank had implemented all
corrective actions required by OCC Agreement, and as a result, such agreement was terminated. Standards for Safety and
Soundness. The federal banking agencies have adopted the Interagency Guidelines for Establishing Standards for Safety and
Soundness (the “ Guidelines ). The Guidelines establish certain safety and soundness standards for all depository institutions.
The operational and managerial standards in the Guidelines relate to the following: (1) internal controls and information
systems; (2) internal audit systems; (3) loan documentation; (4) credit underwriting; (5) interest rate exposure; (6) asset growth;
(7) compensation, fees and benefits; (8) asset quality; and (9) earnings. Rather than providing specific rules, the Guidelines set
forth basic compliance considerations and guidance with respect to a depository institution. Failure to meet the standards in the
Guidelines, however, could result in a request by the OCC to one of the federal savings banks to provide a written compliance
plan to demonstrate its efforts to come into compliance with such Guidelines. Failure to provide a plan or to implement a
pr0V1ded plan requlres the approprlate federal banklng agency to issue an order to the institution requlrlng comphance As

At strents-and-th al-impact-on-the Bankareur f .Interstate Banklng and Branchlng
Federal law permits well capitalized and well managed holding companies to acquire banks in any state, subject to FRB
approval, certain concentration limits and other specified conditions. Interstate mergers of banks are also authorized, subject to
regulatory approval and other specified conditions. Among other things, banks may establish de novo branches on an interstate
basis provided that branching is authorized by the law of the host state for the banks chartered by that state. Prompt Corrective
Action. Federal law requires, among other things, that federal bank regulators take prompt corrective action with respect to
institutions that do not meet minimum capital requirements. For this purpose, the law establishes five capital categories: well
capitalized, adequately capitalized, undercapitalized, significantly undercapitalized and critically undercapitalized. An
institution is deemed to be well capitalized if it has a total risk- based capital ratio of 10. 0 % or greater, a Tier 1 risk- based
capital ratio of 8. 0 % or greater, a leverage ratio of 5. 0 % or greater and a common equity Tier 1 ratio of 6. 5 % or greater. An
institution is adequately capitalized if it has a total risk- based capital ratio of 8. 0 % or greater, a Tier 1 risk- based capital ratio
of 6. 0 % or greater, a leverage ratio of 4. 0 % or greater and a common equity Tier 1 ratio of 4. 5 % or greater. An institution is
undercapitalized if it has a total risk- based capital ratio of less than 8. 0 %, a Tier 1 risk- based capital ratio of less than 6. 0 %, a
leverage ratio of less than 4. 0 % or a common equity Tier 1 ratio of less than 4. 5 %. An institution is deemed to be significantly
undercapitalized if it has a total risk- based capital ratio of less than 6. 0 %, a Tier 1 risk- based capital ratio of less than 4. 0 %, a
leverage ratio of less than 3. 0 % or a common equity Tier 1 ratio of less than 3. 0 %. An institution is considered to be critically
undercapitalized if it has a ratio of tangible equity (as defined in the regulations) to total assets that is equal to or less than 2. 0
%. +6A+-17At each successive lower capital category, an insured depository institution is subject to more restrictions and
prohibitions, including restrictions on growth, restrictions on interest rates paid on deposits, restrictions or prohibitions on
payment of dividends, and restrictions on the acceptance of brokered deposits. Furthermore, if an insured depository institution
is classified in one of the undercapitalized categories, it is required to submit a capital restoration plan to the appropriate federal
banking agency, and the holding company must guarantee the performance of that plan. Based upon its capital levels, a bank
that is classified as well capitalized, adequately capitalized or undercapitalized may be treated as though it were in the next
lower capital category if the appropriate federal banking agency, after notice and opportunity for hearing, determines that an
unsafe or unsound condition, or an unsafe or unsound practice, warrants such treatment. An undercapitalized bank’ s compliance
with a capital restoration plan is required to be guaranteed by any company that controls the undercapitalized institution in an
amount equal to the lesser of 5. 0 % of the institution’ s total assets when deemed undercapitalized or the amount necessary to
achieve the status of adequately capitalized. If an undercapitalized bank fails to submit an acceptable plan, it is treated as if it is
significantly undercapitalized. Significantly undercapitalized banks must comply with one or more of a number of additional
restrictions, including but not limited to an order by the applicable regulatory authority to sell sufficient voting stock to become
adequately capitalized, requirements to reduce total assets, cease receipt of deposits from correspondent banks or dismiss



directors or officers, and restrictions on interest rates paid on deposits, compensation of executive officers and capital
distributions by the parent holding company. Critically undercapitalized institutions are subject to additional measures
including, subject to a narrow exceptlon the apporntment of a receiver or conservator within 270 days after 1t obtalns such
status. 2 g met-the-requirements e-considered-well-eapite

discussed in * Caprtal Requrrements section above a quahfylng community banking organization that opts into the CBLR
framework and meets all requirements under the framework is s#be-considered to have met the well capitalized ratio
requirements under prompt corrective action regulations and swH-s not be-required to calculate or report ereatentate-risk- based
capital ratios . Under the CBLR framework, which each of Sterling Bancorp and Sterling Bank has elected to adopt as of
January 1, 2023, a Tier 1 leverage ratio of greater than 9. 0 %, calculated on a consolidated basis, is s#Hbe-considered to have
met the well capitalized ratio requirements applicable to each entity . Sterling Bancorp and the Bank each satisfied this
requirement as of December 31, 2023 . Federal Insurance of Deposit Accounts. The DIF insures deposits at FDIC- insured
financial institutions such as Sterling Bank. Deposit accounts at Sterling Bank are insured by the FDIC generally up to a
maximum of $ 250, 000 per separately insured depositor. The FDIC charges insured depository institutions premiums to
maintain the DIF. The Dodd- Frank Act increased the minimum target DIF ratio from 1. 15 % of estimated insured deposits to 1.
35 % of estimated insured deposits. Insured institutions with assets of $ 10 billion or more were given the responsibility for
funding the increase. The Dodd- Frank Act eliminated the prior 1. 5 % maximum fund ratio, instead leaving the target fund ratio
to the discretion of the FDIC, which has exercised that discretion by establishing a long- term target fund ratio of 2 %. Under the
FDIC” s risk- based assessment system, insured institutions are assigned to one of four risk categories based on supervisory
evaluations, regulatory capital levels and certain other risk factors. Rates are based on each institution’ s risk category and
certain specified risk adjustments. Institutions deemed to be less risky pay lower rates while institutions deemed riskier pay
higher rates. Assessment rates (inclusive of possible adjustments) currently range from 21 / 2 to 45 basis points of each
institution’ s total assets less tangible capital. However, on October 18, 2022, the FDIC adopted a final rule to increase initial
base deposit insurance assessment rate schedules uniformly by 2 basis points, beginning in the first quarterly assessment period
of 2023. The FDIC may increase or decrease the scale uniformly, except that no adjustment can deviate more than two basis
points from the base scale without notice and comment rulemaking. Any significant increase in deposit insurance assessments
would have an adverse effect on the operating expenses and results of operations of Sterling Bank. We cannot predict what
assessment rates will be in the future. Insurance of deposits may be terminated by the FDIC upon a finding that an institution has
engaged in unsafe or unsound practices, is in an unsafe or unsound condition to continue operations, or has violated any
applicable law, regulation, rule, order or regulatory condition imposed by the FDIC. We do not know of any practice, condition
or violation that might lead to termination of our deposit insurance. +7Regutation-18Regulation of Brokered Deposits. Section
29 of the Federal Deposit Insurance Act establishes, among other things, a general prohibition on the acceptance by any insured
depository institution that is not well capitalized of any deposit obtained, directly or indirectly, by or through any deposit broker.
This statutory prohibition is further implemented through the regulations of the FDIC and, historically, numerous published and
unpubhshed F DlC staff 1nterpretatrons of the statute and the FDIC’ s regulation. The A-finalrute-adopted-by-the FBICon
e*ts-tiﬁg—regu-}atefy—fr&meweﬁefeﬁbrokered deposits

regulatlon provrdes a framework —Neotable-aspeets h e-inehade(H-the-establishmen standards-for
determining whether an entity meets the statutory definition of [ deposrt broker . ” Among other thlngs, the regulation (2-1)
ldentlfies the-tdentifieattonof-a number of business relationships in which the agent or nominee of the depositor is not deemed
to be a ““ deposit broker ” because the primary purpose of the agent or nominee is not the placement of funds with depository
1nst1tutrons (32) provrdes for an the-establishment-ofamore-transparent-application process for entities that seek to rely upon

“ primary purpose ” exception, but do not qualify as one of the enumerated business relationships to which the exception is
deemed to apply; and (4-3 ) establishes the-elarifteation-that a third party with parties-thathave-an exclusive deposit-
placement arrangement with only one bank is not considered a deposit broker. Additionally, as mandated by the EGRRCPA
Feonomie-GrowthAet-, the regulation establishes FDIc-s-finalrale-ineludes-a limited exceptron for reciprocal deposits for
banks that are well rated and well capitalized (or adequately capitalized and have obtained a waiver from the FDIC). Under the
limited exception, qualified banks are able to except from treatment as ““ brokered ” deposits up to $ 5 billion or 20 percent of the
institution’ s total liabilities in reciprocal deposits (which is defined as deposits received by a financial institution through a
deposit placement network with the same maturity (if any) and in the same aggregate amount as deposits placed by the

institution in other network member banks). The Bank’ s acceptance FuH—eenaphanee—wrﬂa—th&s—ﬁnal—ru&e—was—reqwred—as—of

Jantary120622-Ynder-the-amended-brokered deposits reg
medifted;-whieh-could have an impact on its the-Banle—s-deposit i lnsurance premiums, capltal and liquidity rlsk management

planning and regulatory monitoring and reporting obligations. Supervisory Assessments. OCC- chartered banks are required to
pay supervisory assessments to the OCC to fund its operations. The amount of the assessment paid by a federally- chartered
bank to the OCC is calculated on the basrs of the 1nst1tut10n s total assets, 1nclud1ng consolidated subsrdlarres as reported to the

; he publishe atesfo the 2023 calendar year, fed-uetng—the OCC reduced
the rates in the general assessment fee schedule and ma-tﬂta-mtﬂg—mamtalned assessment rates from 2622-the prior calendar
year for the independent trust and independent credit card fee schedules. Specifically, the general assessment schedule for 2023
treludes-included reductions in assessment rates of 40 % for all banks on their first $ 200 million in balance sheet assets and 20
% for all banks on balance sheet assets above $ 200 million and up to $ 20 billion. On December 1, 2023, the OCC published



its assessment rates for the 2024 calendar year. The OCC elected to maintain its general assessment schedule from
calendar year 2023 with no adjustments for inflation. Data Privacy and Cybersecurity. We are subject to a number of U. S.
federal, state, local and foreign laws and regulations relating to consumer privacy and data protection. Under the privacy
protection provisions of the Gramm- Leach- Bliley Act and related regulations, we are limited in our ability to disclose non-
public information about consumers to nonaffiliated third parties. These limitations require disclosure of privacy policies to
consumers and, in some circumstances, allow consumers to prevent disclosure of certain personal information to a nonaffiliated
third party. Federal banking agencies, including the OCC, have adopted guidelines for establishing information security
standards and cybersecurity programs for implementing safeguards under the supervision of the board of directors. These
guidelines, along with related regulatory materials, increasingly focus on risk management and processes related to information
technology and the use of third parties in the p10\ ision of financial services. The changlng {-SGei*r&rn-states—h&V&&dep’fed-

eyberseetrity-and-data-privacy laws a in the United States eertainrrisk
managementeosts—Notably-, Europe and elsewhere create new 1nd1v1dual prlvacy rlghts and impose increased obligations

on companies handling personal information, including the California Consumer Privacy Act ef2048-(the-~CEPA-,
Whieh—bee&me—effeetwe—eﬂ—}&ﬂu&ry—l—ze%e—aﬂd—was— as dmended eﬁ—NeveﬂabeH%G’zle—by a—b&l-}et—rmﬁaﬁve—t-rt-}ed—the

--- exempt -fre-m—under t e Cahfornla Consumer GGP—A—s—pfwaey

-federal—a-nd—state data—consumer privacy laws ) a-nd—regu-}&t-teﬂs— ﬂ&ay—feqﬂﬁe—the es-tab-l-tsh—meﬁt—by—Steﬂ-mg—Callfornla

Consumer Privacy Act applies to the personal information of our employees and job applicants based in California as

well as representatlves of any busmess contacts that the Bank engages e%eeﬁatn—reg&}atefyheemph&ﬂee—&ﬂd—ﬂs-k

federal Iegulatory agencies may enact smnlcu laws, or promulgate 1e0ulat10ns that could Create new indiv 1dua] privacy rights
and impose increased obligations on companies handling personal data. Of note OrNevember23;2024, the federal banking
agencies published-afinatrale-have adopted joint regulations that w-impose upon banking organizations and their service
providers aew-notification requirements for significant cybersecurity incidents. Specifically, the regulations finalrale-reqtires—
require banking organizations to notify their primary federal regulator promptly, and no later than 36 hours after, the discovery
of'a “ computer- security incident  that rises to the level of a ““ notification incident ” within the meanings attributed to those
terms by the finatrule. Banks’ service providers are required snderthe-finatrte-to notify any affected bank to or on behalf of
which they provide services “ as soon as possible ” after determining that they have experienced any incident that materially
disrupts, degrades, or is reasonably likely to disrupt or degrade, covered services provided to a bank for four or more hours.
19Recent and ongoing developments may also impact our data security- and privacy- related internal controls and risk
profile. On October 19, 2023, the CFPB announced a proposed rule regarding personal financial data rights that is
designed to promote “ open banking. ” If enacted as proposed, the regulation would require, among other things, that
data providers, including any financial institution, make available to consumers and certain authorized third parties
upon request certain covered transaction, account and payment information. Further, on October 30, 2023, the current
Presidential Administration issued an Executlve Order on the use of and risks assoc1ated w1th artlﬁclal 1ntelhgence
systems. The Executive Order fina :
requires to-comply-with-certain federal agencles, mcludmg the fu-}e-CFPB to address potentlal dlscrlmmatlon in the
housing and consumer financial markets relating to the use by Maytfinancial institutions of artificial intelligence
technologies. Prior to the issuance of the Executive Order ., 2022-the CFPB published a report addressing the use by
financial institutions of artificial intelligence chatbots in the provision of financial products and services, which report
also highlighted the limitations and various risks posed by such activity . BSA / AML Regulation, USA PATRIOT Act and
National Defense Authorization Act. The BSA, the USA PATRIOT Act and other laws and regulations require financial
institutions, among other duties, to institute and maintain an effective AML program and to file timely reports such as suspicious
activity reports and currency transaction reports. We are required to comply with these and other AML requirements. The




federal banking agencies and the Financial Crimes Enforcement Network (“ FinCEN ”) 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 DOJ, Drug Enforcement Administration and Internal Revenue Service. We
are also subject to increased scrutiny of compliance with the sanctions programs administered by the Office of Foreign Assets
Control. The USA PATRIOT Act gives federal agencies additional powers to address terrorist threats through enhanced
domestic security measures, expanded surveillance powers, increased information sharing, and broadened AML requirements.
The USA PATRIOT Act mandates that financial service companies implement additional policies and procedures and take
heightened measures designed to address any or all of the following matters: customer identification programs, money
laundering, terrorist financing, identifying and reporting suspicious activities and currency transactions, currency crimes, and
cooperation between financial institutions and law enforcement authorities. #36#-On January 1, 2021, Congress passed the
National Defense Authorization Act, which enacted the most significant overhaul of the BSA and related AML laws since the
USA PATRIOT Act. Notable amendments include (1) significant changes to the collection of beneficial ownership information
and the establishment of a beneficial ownership registry, which requires corporate entities (generally, any corporation, limited
liability company or other similar entity with 20 or fewer employees and annual gross income of $ 5 million or less) to report
beneficial ownership information to FinCEN (which information will be maintained by FinCEN and made available upon
request to financial institutions); (2) enhanced whistleblower provisions, which provide that one or more whistleblowers who
voluntarily provide original information leading to the successful enforcement of violations of the AML laws in any judicial or
administrative action brought by the Secretary of the Treasury or the Attorney General resulting in monetary sanctions
exceeding $ 1 million (including disgorgement and interest but excluding forfeiture, restitution, or compensation to victims) will
receive not more than 30 percent of the monetary sanctions collected and will receive increased protections; (3) increased
penalties for violations of the BSA; (4) improvements to existing information sharing provisions that permit financial
institutions to share information relating to suspicious activity reports with foreign branches, subsidiaries, and affiliates (except
those located in China, Russia, or certain other jurisdictions) for the purpose of combating illicit finance risks; and (5) expanded
duties and powers of FinCEN. On September 29 2022, FmCEN 1ssued the fmal regulatron 1mplement1ng the amendments with
respect to beneficial ownership —W 0 ; 0 . Prohibitions
Against Tying Arrangements Federal savmgs banks are prohlblted subject to some exceptrons from extendmg credit to or
offering any other service, or fixing or varying the consideration for such extension of credit or service, on the condition that the
customer obtain some additional service from the institution or its affiliates or not obtain services of a competitor of the
institution. €hmate-20Climate - Related Regulation and Risk Management. In recent years , the federal banking agencies have
increased their focus on climate- related risks impacting the operations of banks, the communities they serve and the broader
financial system. Accordingly, the agencies have begun to enhance their supervisory expectations regarding the climate risk
management practices of larger banking organizations, including by encouraging such banks to: ensure that management of
climate- related risk exposures has been incorporated into existing governance structures; evaluate the potential impact of
climate- related risks on the bank’ s financial condition, operations and business objectives as part of its strategic planning
process; account for the effects of climate change in stress testing scenarios and systemic risk assessments; revise expectations
for credit portfolio concentrations based on climate- related factors; consider investments in climate- related initiatives and
lending to communities disproportionately impacted by the effects of climate change; evaluate the impact of climate change on
the bank’ s borrowers and consider possible changes to underwriting criteria to account for climate- related risks to mortgaged
properties; incorporate climate- related financial risk into the bank’ s internal reporting, monitoring and escalation processes;
and prepare for the transition risks to the bank associated with the adjustment to a low- carbon economy and related changes in
laws, regulations, governmental policies, technology, and consumer behavior and expectations. ©m-In October 24;-2021, the
Financial Stability Oversight Council published a report identifying climate- related financial risks as an “ emerging threat ” to
financial stability. In October OnDeeember16;20214-2023 |, the OCC issued-propesed-, the FDIC and the FRB jointly
finalized principles for climate- related ﬁnancral rlsk management for ﬁat-teﬁa-l—banks—bankmg orgamzatmns Wrth more than $
100 brlllon in total assets. ! v ; OWH-proposed

vely byt antking-organizations: Although these rrsk management prmcrples do —1-f
adep’eed—as—pfepesed,—weu-ld—not apply to the Bank directly based upon our current size, the regulators have indicated that all
banks, regardless of the1r size, may have materral exposures to climate- related financial and other risks that require prudent

mm As Cllmate related supervisory guldance is further formahzed and relevant
risk areas and corresponding control expectations are further refined, we may be required to expend significant capital and incur
compliance, operating, maintenance and remediation costs in order to conform to such requirements. 26FIn addition, states in
which we conduct business have taken, or are considering taking, similar actions on climate- related financial risks. For
example, in September-July 2622-2023 , the Governor a-sweepingpaekage-of 46-Michigan signed four bipartisan bills was-,
which streamline processes for solar energy in the state and expand the eligibility of properties and projects that can
utilize Commercial Property Assessed Clean Energy financing for energy efficiency, clean energy and climate resiliency
projects. Then, in October 2023, the Governor of California signed two climate- related disclosure bills into law . The
Climate Corporate Data Accountability Act requires both public and private U. S. businesses with revenues greater than
$ 1 billion doing business in California aimed-atredueingairpottation-to report their emissions comprehensively . ot

eonsumption-including scopes 1, 2 fesst-faeluse-in-butdings-and-transpertation-, and 3 refinery-potution, while-ereating



beginning in 2026 (for 2025 data) and also requires reporting companies to get third- party assurance of their reports.
The Climate- Related Financial Risk Act mandates that U. S. businesses with annual revenues over $ 500 mittions—
million efnew—jobs-operating in California to bi- annually disclose climate- related financial risks and saving-the-their
mitigation strategies to state-bithions-efdolarsby-aveiding-the damages-ofpoHution-public, beginning January 1, 2026 . In

additton-November 2023 | several-bills-were-signed-into-lawinrNew—Yorkrefated-to-the Michigan legislature passed the
Clean Energy Future package and the Clean Energy Jobs Act. amoenrg-Among other things, the Clean Energy Future

package sets a zero—emisstorr-vehiele-mandate-100 % clean energy standard by 2040; requires all utilities to offer energy
efficiency programs; increases energy efficiency standards for sehoel-both electric and natural gas utilities; allows for
electrification and fuel switching in energy efficiency programs; deems solar facilities as a permitted buses— uses and-for
farmland under a development rights agreement under the state’ s fleetFarmland and Open Space Preservation Act; and
allows new considerations for climate , addressinglegat-environmental justice and affordability by the Michigan Public
Service Commission. The Clean Energy and Jobs Act creates the Office of Worker and Community Economic
Transition, and- an office regulatory-barriers-to utilitiesdevelopment-of thermal-protect workers and communities who
have hosted fossil generation during the ongoing cnergy networks-transition , and requiring-streamlines processes for
deploying renewable energy projects. That same month, the comment period closed on the New York State Department of
Environmental Conservation draft policy implementing te—eeﬂ&uet—a—sfudy—eﬁ—the tmpaets—enwronmental Justlce pr0v1s10ns
of the Climate Leadership and Community Protectlon Act d

Miehigan-New York ’ s blueprint B

Ghmafe—P%aﬂ—w-hteh—rnehrdeﬁeeemmeﬂd&&eﬁs—fe}ated-to reduce greenhouse gas emissions eﬂvrreﬂmeﬂ%a-ljﬂsﬁee—e}eetﬂe

geﬂefa-l—rn—sttppef&ﬂg—t-he—SE%s—Prepesed—proposed Ru%es—fe#Phe—Enhaﬁeeﬂ&eﬁt—aﬁd—S’faﬁd&rd-rz&&eﬁ—e-f—the Ghma-te——Re}&teé
Diselosure-fortnvestors Fe No—S7—16-22-policy would require additional permit review procedures if the project is
determined to likely affect a disadvantaged community . State- level legislative initiatives such as those mentioned above
may require us to expend capital to conform to any requirements that apply to us. In March 2024, the SEC adopted a rule
requiring registrants, such as the Company, to disclose climate- related information (including, among other things,
governance, strategy, risk management, climate- related goals and greenhouse gas emissions metrics) in their periodic
reports. The new rules are extensive with multiple effective dates based on the registrant’ s filing status, with the first
disclosures by the Company likely due with its Annual Report on Form 10- K for fiscal year 2026. fneentive-21Incentive
Compensation Policies and Restrictions. In July 2010, the federal banking agencies issued guidance on sound incentive
compensation policies that applies to all banking organizations supervised by the agencies (thereby including both Sterling
Bancorp and the-Sterling Bank). Pursuant to the guidance, to be consistent with safety and soundness principles, a banking
organization’ s incentive compensation arrangements should: (1) provide employees with incentives that appropriately balance
risk and reward; (2) be compatible with effective controls and risk management; and (3) be supported by strong corporate
governance including active and effective oversight by the banking organization’ s board of directors. Monitoring methods and
processes used by a banking organization should be commensurate with the size and complexity of the organization and its use
of incentive compensation. The Dodd- Frank Act requires the federal banking agencies and the SEC to establish joint
regulations or guidelines for specified regulated entities, such as us, having at least $ 1 billion in total assets, to prohibit
incentive- based payment arrangements that encourage inappropriate risk- taking by providing an executive officer, employee,
director or principal shareholder with excessive compensation, fees, or benefits or that could lead to material financial loss to the
entity. #r-Oetober-Pursuant to the SEC rule adopted in 2022 -and the related Nasdaq listing rule approved by the SEC

thereafter, we ddopted an -ﬁ-na-l—ru{es—rm-p-}eme&&ﬁg—t-he—mcenm e- based Compensatlon recov er (or cldwbaek ) pollcy

-pehetes—to recover incentive- based Compensatlon from current or fmmel executive oﬁlcers in the event of material

noncompliance with any financial reporting requirement under the securities law-laws and-te-diselose-theirelawbaekpolietes

and-their-aetions-under-those-polietes-. A copy 0f our fPhe—Nasdaq—has—Sﬂbﬁnﬁed—rPs—pfepesed—cldwbaek pohey -l-rsfmg—staﬂéa-rés
to-the-SE€+is attached as Exhibit 97 :
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part of its standard, risk- focused examination process, the incentive compensatlon armlmelnents of banking organlzcltlons such
as Sterling Bancorp, that are not ““ large, complex banking organizations. ” These reviews will be tailored to each organization
based on the scope and complexity of the organization’ s activities and the prevalence of incentive compensation arrangements.
The findings of the supervisory initiatives will be included in reports of examination. Deficiencies will be incorporated into the
organization’ s supervisory ratings, which can affect the organization’ s ability to make acquisitions and take other actions.
Enforcement actions may be taken against a banking organization if its incentive compensation arrangements, or related risk-
management control or governance processes, pose a risk to the organization’ s safety and soundness and the organization is not
taking prompt and effective measures to correct the deficiencies. The scope and content of the federal banking agencies’ policies
on executive compensation may continue to evolve in the near future. It cannot be determined at this time whether compliance
W 1th such poheles will adv elsely dffect our ablllty to hire, retam and motiv ate #s-our key employees %I-G-eveﬁarﬂeﬁt—&ﬂé




these-borrewersimpaeted-by-COVD-—9-. Other Regulationsinterest and other charges collected or contracted for by Sterling
Bank are subject to state usury laws and federal laws concerning interest rates. Loan operations are also subject to state and
federal laws applicable to credit transactions, such as the: ® Truth- In- Lending Act, governing disclosures of credit terms to
consumer borrowers; ® Home Mortgage Disclosure Act of 1975 ¢“HMBPAY-, requiring financial institutions to provide
information to enable the public and public officials to determine whether a financial institution is fulfilling its obligation to
help meet the housing needs of the community it serves. Notably, the EGRRCPA Eeenemie-Growth-Aetcxempted banks that
originate fewer than 500 open- end and 500 closed- end mortgages from HMBA-Home Mortgage Disclosure Act ° s expanded
data disclosures; ® Fair Debt Collection Act, governing the manner in which consumer debts may be collected by collection
agencies; ® Truth in Savings Act; governing disclosure of information about deposit accounts to customers; ® Fair Credit
Reporting Act of 1978, governing the use and provision of information to credit reporting agencies; and ® Rules and regulations
of the various federal and state agencies charged with the responsibility of implementing such federal and state laws. Fhe-22The
deposit operations of Sterling Bank also are subject to, among others, the: ® Right to Financial Privacy Act, which imposes a
duty to maintain confidentiality of consumer financial records and prescribes procedures for complying with administrative
subpoenas of financial records; ® Check Clearing for the 21st Century Act (also known as Check 21), which gives substitute
checks, such as digital check images and copies made from that image, the same legal standing as the original paper check;
and22—- and e Electronic Funds Transfer Act and Regulation E promulgated thereunder, which govern automatic deposits to
and withdrawals from deposit accounts and customers’ rights and liabilities arising from the use of automated teller machines
and other electronic banking services. Federal Home Loan Bank SystemSterling Bank is a member of the FHLB system, which
consists of 11 regional FHLBs. The FHLB provides a central credit facility primarily for member institutions. The Bank is
required to acquire and hold shares of capital stock in the FHLB of Indianapolis and was in compliance with this requirement at
December 31, 28222023 . Based on redemption provisions of the FHLB of Indianapolis, the stock has no quoted market value
and is carried at cost. The Bank reviews for impairment, based on the ultimate recoverability, the cost basis of the FHLB of
Indianapolis stock. Federal Reserve Bank SystemSterling Bank is a member of its regional Federal Reserve Bank. As a
covered savings association, the Bank is required to acquire and hold shares of capital stock of the Federal Reserve Bank
of Chicago and was in compliance with this requirement at December 31, 2622-2023 . Based on the redemption provisions
of the Federal Reserve Bank of Chicago . the stock has no quoted market value and is carried at cost. The Bank reviews
for impairment has-beenreeognized-, based on the ultimate recoverability, the cost basis of the Federal Reserve Bank of
Chicago stock . Business Continuity ManagementThe Company is required to implement and maintain business continuity and
disaster recovery plans to ensure its resilience and continued operations in the event of significant business disruptions related to
cybersecurity events, natural disasters and other potentially catastrophic events. Such plans are intended to be aligned with
banking organizations’ risk profiles and roles within the overall financial services sector. Plans must contain proactive measures
to safeguard banking organizations’ employees, customers and products and establish response procedures in the event of
significant business disruptions. The Federal Financial Institution Examination Council ( #he~FFHEE+comprising the FRB,
the FDIC, the OCC, the National Credit Union Administration and the CFPB) updated its business continuity planning guidance
in response to the COVID- 19 pandemic to include additional considerations related to pandemic planning. The guidance
identifies actions beyond a traditional business continuity planning that should be taken to address certain unique challenges
posed by pandemics. Specifically, a financial institution” s planning should provide for, among other things; a preventative
program (including monitoring of potential outbreaks, educating employees, providing appropriate hygiene training and tools,
and coordinating with critical service providers); a documented strategy that provides for scaling the institution’ s pandemic
efforts to be consistent with the effects of a particular stage of a pandemic outbreak; a comprehensive framework of facilities,
systems, or procedures that provide the firm with the capability to continue critical operations during prolonged staff shortages;
and a testing program to ensure that the planning practices and capabilities are effective and will allow critical operations to
continue. seofititationine A . a a




fesa-l-fs—ef—epeﬁrt-teﬁH%He-ldmg» Holdlng Company RegulatlonSterhng Bancorp isa unltary thrlft holdlng company subject
to regulation and supervision by the FRB. The FRB has enforcement authority over Sterling Bancorp and its non- savings

institution subsidiaries. Among other things, this authority permits the FRB to restrict or prohibit activities that are determined
to be a risk to Sterling Bancorp. As-23As a unitary thrift holding company, Sterling Bancorp’ s activities are limited to those
activities permissible by law for financial holding companies. A financial holding company may engage in activities that are
financial in nature, incidental to financial activities or complementary to a financial activity. Such activities include lending and
other activities permitted for bank holding companies under Section 4 (c) (8) of the Bank Holding Company Act of 1956, as
amended fthe“BHEA-, insurance and underwriting equity securities. Federal law prohibits a unitary thrift holding company,
directly or indirectly, or through one or more subsidiaries, from acquiring more than 5 % of another savings institution or unitary
thrift holding company without prior written approval of the FRB, and from acquiring or retaining control of any depository
institution. In evaluating applications by holding companies to acquire savings institutions, the FRB must consider such things
as the financial and managerial resources and future prospects of the company and institution involved, the effect of the
acquisition on and the risk to the DIF, the convenience and needs of the community and competitive factors. A unitary thrift
holding company may not acquire a savings institution in another state and hold the target institution as a separate subsidiary
unless it is a supervisory acquisition under Section 13 (k) of the Federal Deposit Insurance Act or the law of the state in which
the target is located authorizes such acquisitions by out- of- state companies. Notwithstanding Sterling Bancorp’ s status as a
unitary thrift holding company, as a company that controls a depository institution that has elected to be treated as a
covered savings association, Sterling Bancorp generally is treated as a bank holding company for regulatory purposes.
Capital Requirements. As a unitary thrift holding company, Sterling Bancorp is subject to consolidated regulatory capital
requirements that are similar to those that apply to Sterling Bank. As discussed above, the Company and the Bank presently
are subject to the minimum Tier 1 leverage ratio requirement established under the CBLR framework. See 2 — Federal
Banking Regulation — Capital Requirements. ” The Dodd- Frank Act extended the source of strength doctrine to unitary thrift
holding companies. The FRB has promulgated regulations implementing the source of strength policy that require holding
companies to act as a source of strength to their subsidiary depository institutions by providing capital, liquidity and other
support in times of financial stress. The FRB has issued a policy statement regarding the payment of dividends and the
repurchase of shares of common stock by bank holding companies and unitary thrift holding companies. In general, the policy
provides that dividends should be paid only out of current earnings and only if the prospective rate of earnings retention by the
holding company appears consistent with the organization’ s capital needs, asset quality and overall financial condition.
Regulatory guidance provides for prior regulatory consultation with respect to capital distributions in certain circumstances such
as where the company’ s net income for the past four quarters, net of dividends previously paid over that period, is insufficient
to fully fund the dividend or the company’ s overall rate of earnings retention is inconsistent with the company’ s capital needs
and overall financial condition. The ability of a holding company to pay dividends may be restricted if a subsidiary bank
becomes undercapitalized. The policy statement also states that a holding company should inform the FRB supervisory staff
prior to redeeming or repurchasing common stock or perpetual preferred stock if the holding company is experiencing financial
weaknesses or if the repurchase or redemption would result in a net reduction, as of the end of a quarter, in the amount of such
equity instruments outstanding compared with the beginning of the quarter in which the redemption or repurchase occurred. We
are currently required to obtain the approval of the FRB prior to declaring any cash dividend on our capital stock or engaging in
any repurcha@e of our common stock. We are also requ1red to obtain the apploval of the FRB prlor to 1squlng any debt. {-n—efdef

wrt-h—t-he—Q%fequemeﬂH*&Gh&nge» Change n Control Regulatlon%Under the Change n Bank Control Act no person may

acquire control of a unitary thrift holding company such as Sterling Bancorp unless the FRB has been given 60 days prior
written notice and has not issued a notice disapproving the proposed acquisition, taking into consideration certain factors,
including the financial and managerial resources of the acquirer and the competitive effects of the acquisition. Control, as
defined under federal law, means ownership, control of or holding irrevocable proxies representing more than 25 % of any class



of voting stock, control in any manner of the election of a majority of the institution’ s directors, or a determination by the
regulator that the acquirer has the power, directly or indirectly, to exercise a controlling influence over the management or
policies of the institution. Acquisition of more than 10 % of any class of a unitary thrift holding company’ s voting stock
constitutes a rebuttable determination of control under the regulations under certain circumstances including where, as in our
case, the company has registered securities under Section 12 of the Securities Exchange Act of 1934 (the" Exchange Act") . In
241n addition, federal regulations provide that no company may acquire control of a unitary thrift holding company without the
prior dppIO\’dl of the FRB. Any company that dcquues such control becomes subject to re(rlstmtlon examnmtlon dnd regulation

Under de A
Aet—Seeﬁens—2—3A—&nd—2—3—B—eﬂPthe F ederal Reserve s regulatlons 1mplement1ng the Bank Holdlng Company Aet of 1956 as
HSHAP W , control determinations are te-be
made dccordnm to a metre-rules- based methodology Plesumptlons of Control Generdlly are based on ow nership of voting equity
and total equity in a company, director representation and ability to elect directors, director and management interlocks,
contractual rights to determine management or operational decisions, and business relationships. The regulations finalrute
establishes—- establish a general three- prong test for determining whether a company controls a bank or savings association.
Pursuant to this test, a company controls another company if the first company, directly or indirectly or acting through one or
more other persons, (i) owns, controls or has power to vote 25 % or more of any class of voting securities of the second
company, (ii) controls in any manner the election of a majority of the directors of the other company, or (iii) based on the facts
and circumstances of the investment, directly or indirectly exercises a controlling influence over the management or policies of
the other company. The finalrale-regulations also irelades— include rebuttable presumptions of control based on a tiered
framework focused on equity ownership, business relationships, control over the election of directors, director and senior
management interlocks, as well as business terms and contractual arrangements. In addition to the rebuttable presumptions under
the tiered framework, the regulations establish finalrale-tnelades-other rebuttable presumptions of control and non- control
focused on prior control relationships, management agreements, investment adviser arrangements, consolidation under generally
accepted accounting principles, and equity ownership levels. As a general matter, the tiers will vary based on percentage of
voting ownership with additional requirements to qualify for the rebuttable presumption at voting ownership levels of 5 % or

greater, 10 % or greater and 15 % or greater. Separately fPhe—ﬁnal—ru-}e—kms—had— the federal banklng agenc1es and-wiltikely

merger transactlons aﬂd—&eqwsrﬁeﬂs-%M—&—A—)—mel-ud-mg
ori-. On Inadditten;en-March 25, 2022, the FDIC

issued a request for publlc Comment on the etfectlveness 01‘ the existing frdmework for evaluating bank M-&A-merger and
acquisition transactions under the Federal Deposit Insurance Act. Fhe-On January 29, 2024, the OCC — after conducting ts
its eonsidering-eonditiontng-own review of bank merger policy and regulations — announced a proposed rule to amend
the procedures and principles followed by the OCC when reviewing proposed national bank merger transactions under
the Bank Merger Act. If adopted as proposed, the rule would eliminate existing regulatory procedures under the OCC’ s
regulations providing for expedited review and streamlining of Bank Merger Act applications for acquiring institutions
that meet certain minimum qualifications. Additionally, the proposed rule would codify an agency policy statement
outlining general principles to be followed by the OCC staff when reviewing applications under the Bank Merger Act.
Such principles would among other thlngs, estabhsh 1nd1cators of proposed transactlons that generally are consistent

arge-b ; , as well >whieh-wouldresultin

b 0 § as those appheab%e—that raise supervisory or

regulatory concerns and therefore would requlre apphcants to G}ebal—Systeﬁnea-l-lry—I-mpeft&ﬂt—address or remediate
specific areas of concern in order to secure regulatory approval. Of note, any transaction whereby the resulting
institution would have combined assets of $ 50 billion or more would not be generally consistent with regulatory
approval, nor would any transaction for which the applicant has insufficient CRA or examination ratings, is the subject
of an open or pending BSA / AML or fair lending enforcement action or has failed to comply with the terms of an
existing enforcement action. In such cases, Bainks—- Bank Merger Act applications would be subject to additional scrutiny

tor-G—SIBs)—Further;the Federal- Frade-Commisston(“FFEand the-DOJ-announeed-are more likely to involve
extended processing periods and / or result in Jantary2022-denials of approval or regulatory requests to withdraw the

apphcatlon. The proposed rule is sub]ect toa je'lﬂ't—pub]l(, comment perlod mqufry—anﬁed—&t—streﬁgtheﬂ-mg—&re—ageﬁeres—

v A v . the FFC-111d DOJarebelievedto-bemore
5 S B the -ﬁﬂ&netal-seﬁ‘tees—seeter—that—ha-ve—the—peteﬁ&al—te
-l-nﬁrt—eempet-rt-teﬂ—T—he—tlmmg dnd prospects for the -ferma-l—adoptlon by the OCC -feder&l—baﬂ-krﬁg—ageﬂetes-of a final rule are

- certain at this time . If the
proposed rule 1s adopted as proposed our ablhty to further grow through bank acqu1s1tlons may be adversely affected.
Further, should we pursue future bank acquisitions, we expect the bank regulatory approval process to be prolonged
and more costly than we have experlenced in the past For additional information, see “ ltem 1A. Rlsk F actors — Rlsks




lI\ F()RM ATI()N()ul lnlunel dddlesx 1S WWw. \tulln(rlmnk com. We will make available free 0[ LhdlgL in the investor
relations section of our website our Annual Reports on Form 10- K, Quarterly Reports on Form 10- Q, Current Reports on Form
8- K and amendments to those reports as soon as reasonably practicable after such materials are electronically filed with (or
furnished to) the SEC. Information contained on our website is not incorporated by reference into this Annual Report on Form
10- K. In addition, the SEC maintains an Internet site, sec. gov, that includes filings of and information about issuers that file
electronically with the SEC. 26 FEM-25ITEM 1A. RISK FACTORSWe face a number of significant risks and uncertainties in
connection with our operations. Our business and the results of our operations could be materially adversely affected by the
factors described below. The risks described below are not the only risks facing our operations. Risks and uncertainties not
currently known to us or that we currently deem to be immaterial also could have a material adverse impact on our business and
results of operations. Risks Related to Our StrategyThe successful implementation of a new strategic plan may be difficult,
and we may not be able to fully execute a new strategic plan, which may adversely impact our business, results of
operations, and financial condition. We have historically been a community bank with a thrift charter, offering deposit
products and focusing on one- to four- family residential loans, commercial loans, commercial real estate loans,
construction loans and commercial lines of credit. Over the past several years, we have resolved formal investigations of
the Company by the OCC, DOJ and SEC related to a prev1ous res1dent1al loan product referred to as the Advantage Loan
Program. During 2023 Pregram v es-, reputational-damage;-the
impeositiorrwe discontinued all res1dent1al lendmg followmg our ellmmatlon of s&net—teﬂs—&ﬁd-ethef—— the negative
conseqtienees-Advantage Loan Program several years earlier and after being informed in late 2022 by our third- party
service provider to whom we outsourced our residential mortgage origination function of its intent to cease conducting
business. Last year, we also made a formal election to be treated as a covered savmgs assoclatlon, whlch allows us to
construct a balance sheet without being subject to the QTL test that € A A8
operatingresults-otherwise requires us to be significantly invested in mortgage- related assets fl"—he—ln addltlon, in 2023
the Bank distributed $ 90. 0 million has-— as a dividend to reeetvedgrandjury-subpoenas-from-the DO beginningin
Company to fund the redemption of the Company’ s 7 % Fixed to Floating Subordinated Notes, due April 15, 2626-2026
requesting-( the produetion-of doenments-“ Subordinated Notes ) and infermation-the restitution payment due under the
Plea Agreement. Although the Bank and the Company remain in eenneetiorrcompliance with aninvestigation-thatis
foeused-omrall applicable regulatory capital requirements, these distributions reduced the Bank’ s Advantagetoan
Program-excess capital, which otherwise could have supported future growth. With the resolution in mid- 2023 of the last
of the government investigations that targeted the Bank and the Company, we commenced a full evaluation of our
business and strategic alternatives. To that end, we engaged a consulting firm to help us develop a comprehensive
strategic plan that we expect will include the incorporation of new banking products and services in light of our new
status as a covered savings association as well as a financial advisor to assist with the exploration and evaluation of
potential strategic alternatives. However, the economic volatility caused by fears of a recession and the prevailing high
interest rate environment have made it difficult for us to project a viable growth plan. The creation of new banking
products and services focused on the California market will be expensive to build out and challenging to recruit and
retain appropriate additional personnel to pursue and support. Further, the Company would require access to capital
markets that would allow the Company to efficiently raise capital to cover the significant expense of a new platform
buildout without unreasonable dilution of the existing shareholder base. We believe that prevailing economic conditions
and the lack of a robust capital market for community banks create significant limitations on pursuing a new strategic
direction. Accordingly, the execution and implementation of any new strategic plan may be further delayed. If the
execution and implementation of any new strategic option continues to be further delayed, the effect of the prevailing
economic environment on our current strategy is likely to result in our balance sheet continuing to decline in size rather
than growing along with limited profitability and the potential to incur net losses, all of which is likely to have and-- an
related-issues-adverse effect on our business, results of operations and financial condition. There are risks and
uncertainties associated with the implementation and execution of a new strategic plan , including residential-Hending
praetices-the investment of significant time, money and publie-disetosures-aboutresources, the possibility that pregram
eontaited-such strategic plan will ultimately be unprofitable, and the risk of additional liabilities associated with such
strategic plan. In addition, we believe our ability to successfully execute on any new initiatives will depend in part on our
ability to attract and retain talented individuals to help manage and grow these new operations. Our successful execution
of any strategic plan will require satisfactory market conditions that will allow us to grow profitably. Furthermore, the
existence of alternative strategies may not necessarily result in a more viable growth path for us or that the strategic
alternative chosen will result in short- term growth, and any alternative strategies have their own respective risks. To the
extent we are unable to successfully develop, implement, and execute a new strategic plan, or if we experience further




delays in the planning and implementation process, our business, financial condition and results of operations may be
adversely affected. 26The evaluation of strategic alternatives may not result in a strategic transaction, which may
adversely impact our business, results of operations, and financial condition. As part of our board of directors’ strategic
planning process, we engaged a financial advisor to assist with the exploration and evaluation of potential strategic
alternatives, which may include a sale of the Company, a merger or other business combination, a sale of all or a
materlal portlon of 1 he C ompam s -ﬁ-l-rngs—wx-t-h—t-he—S-E@assets ora recapltallzatlon The current Buring262+-the DOJ

e g-and future market for sentortoan-offieer
i banl\ stocks and for bank combmatlons may not be

y-to that-eharge

engagmg ina strateglc transactlon in the near- term Tl e e urrent market for strateglc transactlons ermna-l—rn—ferm&&eﬁ

-Beeefnbei%-l—z-e%z— In dddmon there are a number of s1gn1ﬁcant proposed regulatlons from the federal bankmg agencies
that may impact the market for bank combinations, including an expected update to the Bank Merger Guidelines
promulgated by the agencies. Uncertainty as to the final result of these regulations along with the prevailing economic

condltlons may reduce the pool of strategic transaction partners for lhe C ompdn\ rem&rns—un&era—ferma-l—rrwest—rg&ﬁeﬂ

undeﬂnvest-rg&txen—by—ﬂae—S-E%\\ ¢ receive . an acceptable
proposal for a strategic transaction enforeementactionragainstthe-Company—Hewever-, there is eamrbe-no assurance that
we can successfully negotiate a definitive agreement or obtain the requisite shareholder and regulatory approvals to
proceed with such a transaction. Accordingly, we can provide no assurance that our process of evaluating strategic
alternatives will result in a transaction or if a transaction is undertaken as to its terms or timing. Further, if we do not

ineut-materia-Hosses-due-to-damages-engage in a transaction with a strategic partner , penalties-our future success will

depend on our ability to effectively develop , implement and execute a new strategic plan, which is likely to be expensive
and require a capital infusion to cover the related costs and #allow er-for expenses-as-aresulit-of sueh-investigationorany
future nvestigations;-growth. The prolonged suspension of er-our residential loan origination function may adversely (i)
sueh—}esses—er—net—ha-ve—a—ma-teﬂa-l-lmmu of-our business, results of operatlons and financial (,Olldlll()n eﬁesu-l-ts—e-f

fes-u-}ts-e-ﬁeper&ﬁeﬁs—aﬂd-wrl-l-eeﬂﬂnue—te-d&se— ()m termination 0[ th Ad\dmdLL Loan Pl(wldm over three—four years ago

eliminated th \m(*l ldl gest source of loan oumnallons for the Company and has yet to be leldLLd Begmnmgd-ue—te—the
sovernmentinvesties wel-as+h : A in the second hatf
quarter 0f 2022 —\Vhr}e—the—Gempany—v&A-l-l—eeﬂﬁﬂue-, we outsourced our res1dent1al loan orlgmatlon function to werk-oen
inttiatives-to-diversify-its-overatt-a third- party service provider, which provided community banks with an outsourced
residential lending service for mortgage loan production and-. In November 2022, our vendor advised us of its intent to
review-cease conducting business, and in early 2023, we discontinued originating residential loans. While we have
engaged a consulting firm to help us develop a comprehensive strategic plan that we expect will include the
incorporation of new banking residentiaHoan-products and services in light of our status as a covered savings association ,
the implementation of any new loan products takes time and will be costly to implement. Such new products and services
also may be sub]eu to the )1101 review and dpplo\dl of appllmbk banl\ regulatory dLllhOllllL\ We-therefore-have-experieneed;
atrd e e on oan duettor—In addition, repayments from our loan
port 0110 W-rl-l-may need to u)nlmue lo be invested in lower weldmg assets or utilized to fund any net deposit withdrawals,
thus further reducing the size of our balance sheet until new loan programs can commence. Accordingly, we expect that the
termination-discontinuance of all residential lending the-AdvantageFeanProgran-will continue to materially and adversely




condmon aﬁd-resu-l-ts—e-ﬁeperat—teﬂ— Further the ofﬁcerq and dlrectors that...... clalm% by Mr Sehgman 28R1§k§ -- Risks Re]dted
to the Economy and Financial Markets As a business operating in the financial services industry, our business, financial
condition and results of operations may be adversely affected in numerous and complex ways by weak economic conditions and
fiscal and monetary policies and regulations of the federal government and the FRB. Our business and operations, which
primarily consist of lending money to customers in the form of loans, borrowing money from customers in the form of deposits
and investing in securities, are sensitive to general business and economic conditions in the United States. If the U. S. economy
weakens, our growth and profitability from our lending, deposit and investment operations could be constrained. Uncertainty
about the federal fiscal policymaking process, the medium- and long- term fiscal outlook of the federal government and future
tax rates is a concern for businesses, consumers and investors in the United States. In addition, economic conditions in foreign
countries could affect the stability of global financial markets, which could hinder U. S. economic growth. Weak economic
conditions are characterized by deflation or elevated inflation, fluctuations in debt and equity capital markets, a lack of liquidity
and / or depressed or inflated prices in the secondary market for mortgage loans, increased delinquencies on mortgage, consumer
and commercial loans, residential and commercial real estate price declines and lower home sales and commercial activity. Fhe
27The current economic environment is characterized by uncertainty as to whether underlying economic indicators point to
a recession and what the negative impacts of a recession may be. Economists are split, predicting either a “ soft landing ”
or a recession in 2024, emphasizing and weighing underlying economic indicators differently. Such indicators include ,
among other-others faetors-, clevated (but easing) inflation, high signifieantinereases-irinterest rates as a result of significant
rate increases that occurred everthe-pasttwelve-menths-from March 2022 to July 2023 , the effect of supply-—chain

disruptions;-a sensitive-and-evolving-currently inverted U. S. Treasury yield curve, a tlghtenlng labor market , declining
savmgs (specnﬁcally from the exhaustlon of pandemlc- related assnstance), coohng wage growth and market volatlllty

geopohtlcal challenges and tnd-rv—tdua—ls—mstablhty The y1eld curve has been 1nverted (w1th shorter- term interest rates
exceeding longer- term interest rates) since the second half of 2022, which tends to pressure the net interest margin of
financial institutions like us because the duration of the interest- earning assets we typically enter (e. g., loans or debt
securities) is generally longer than that of our interest- bearing liabilities (e. g., deposits) . All of these faetors-indicators
are detrimental to our business, and the interplay between them these-faeters-can be complex and unpredictable. Our business is
also significantly affected by monetary and related policies of the U. S. federal government and its agencies. Changes in any of
these policies are influenced by macroeconomic conditions and other factors that are beyond our control. Further, we cannot
predict for how long the U. S. Treasury yield curve will be inverted. If the U. S. Treasury yield curve remains inverted,
our net interest margin could continue to further compress. Adverse economic conditions and government policy responses
to such conditions could have a material adverse effect on our business, financial condition, results of operations and prospects.
Notably, our net income and growth are affected by the policies of the FRB. An important function of the FRB is to regulate the
money supply and credit conditions. Among the instruments used by the FRB to implement these objectives are open market
purchases and sales of U. S. government securities, adjustments of the federal discount rate and changes in banks’ reserve
requnements against bank deposns For more 1nf0rmat10n reédrdmg the FRB’ s increases of the tars_et federal funds rate, see ¢

mﬂuence overdll economic Growth and the d1st1 1but10n of cred1t bank 10:111% investments and deposns Then use also affects
interest rates charged on loans or paid on deposits. The monetary policies and regulations of the FRB have had a significant
effect on the operating results of banks in the past and are expected to continue to do so in the future. The FRB reduced the pace
of its open market purchases as-wel-as-monitoringinterest-during 2023, and the Federal Open Market Committee (“ FOMC
) paused the increases of the target range for the federal funds rates— rate in September 2023 in hght of eleva-ted—easmg

inflation, tightening credit and moderating labor market conditions 4
effects of such policies upon our business, financial condition and results of operauons cannot be pred1cted The combmatlon

Inraddition-the-tightening-of the FRB-FOMC ’ s pause 1n the ve-increases rto
the target range-for-the-federal funds rate 4 0 with the global

eongoing-economie-andgeopohtieat-instability inereases-has created uncertamty w1th respect to the risk of an economic
recession. Adtheugh-The financial markets responded positively to the pause in target federal funds rate increases in
September 2023, with Treasury yields declining and federal funds futures rates suggesting a decrease in rates as early as
the second quarter of 2024 — all despite inflation easing below year- over- year levels, but still moderately elevated. On



the other hand, recent global instability may adversely affect the economy and financial markets in numerous ways,
including new supply chain disruptions (possibly leading to increased prices), volatility of commodity prices and
resulting impacts to the financial markets. Further, economic indicators currently show that the growth of the U. S.
gross domestic product slowed in the fourth quarter of 2023 and that the U. S. gross domestic product was currently
projected to increase more slowly over the next two years. Together, these factors have caused forecasts have-varted-to
vary ., many-and although fewer economists are projecting that the United States U—S—eeeﬂeﬁne—gfewﬂa—\\ il stow-and
inflation-with-enter into a recession in 2024 than a year ago, the risk of a recessnon feﬁaa-rn-remalns e}ev&ted—rn-due to lhu
prolonged high interest rate environment and geopolitical instability comingg 0 y g ;
of U—S—gross-domestie-outpatinr2023-. Any such economic downturn may ady usd\ affect our asset qulll\ dquoul levels,
loan demand and results of operations. 28In particular 29A S eal-factorsdise be
finanetaHnstitutions-also-we expect to face heightened credit 11\k in —ameﬂg—et-heﬁ the -fefms-event of ﬁs-lea recession . ()1
note, because we have a significant amount of real estate loans, decreases in real estate values could adversely affect the value of
property used as collateral, which, in turn, can adversely affect the value of our loan and investment portfolios. The OCC
recently reported that although residential real estate values have continued to rise in many markets, the rate of appreciation has
slowed in recent quarters , and the potential for declining asset values could place pressure on certain borrower segments
and loan vintages . Adverse economic developments -— specifically including inflatierrthe impacts of the tightening labor
market (and the resulting effect on wage growth), declining savings (particularly excess savings from pandemic - related
mpaets-assistance) , higher interest rates and sticky inflation — may have a negative effect on the ability of our borrowers to
make timely repayments of their loans or to finance future home purchases. Moreover, while commercial real estate values have
returned to pre- pandemic levels in several-certain markets, overall such values have declined 43-10 % over the past twelve
months. The outlook for commercial real estate remains dependent on the broader economic environment and, specifically, how
major subsectors respond to a ristng-high interest rate environment , hybrid working arrangements and higher prices for
commodities, goods and services. In each case, credit performance over the medium- and long- term is susceptible to economic
and market forces , and therefore forecasts remain uncertain. Instability and uncertainty in the commercial and residential real
estate markets, as well as in the broader commercial and retail credit markets, due to a recession could have a material adverse
effect on our financial condition and results of operations. Macroeconomic and geopolitical challenges and uncertainties
affecting the stability of regions and countries around the globe, particularly the Russian military invasion of Ukraine,
could have a negative impact on our business, financial condition and results of operations. Our business and operations
are also sensitive to global business and economic conditions. Accordingly, macroeconomic and geopolitical challenges,
uncertainties and volatility occurring across the globe may have a negative impact on our business and results of
operations. For instance, the military invasion of Ukraine by Russian forces has created instability in that region and has
escalated tensions between Russia and the United States and across Europe. In response to the actions taken by Russia,
the United States has imposed, and is likely to continue to impose, significant financial and economic sanctions and
export controls against certain Russian organizations and individuals, with similar actions being taken by the European
Union, the United Kingdom and other jurisdictions. The actions taken by Russia in Ukraine, and any further measures
that may be taken by the United States or its allies in response to such actions, have had and could continue to have
certain negative impacts on global and regional financial markets and economic conditions. The United States has
banned Russian imports of oil, natural gas and coal and other jurisdictions have taken, or are contemplating taking,
similar actions. In addition, the attacks by Hamas on Israel in October 2023, Israel’ s response and the ensuing armed
conflict in the Middle East are likely to continue impacting the global economy, including that of the United States.
Skirmishes between Israel and militias in neighboring countries have also added to concerns of a widening conflict in the
Middle East. In particular, oil prices have become increasingly volatile in the aftermath of the attacks on Israel, placing
additional upward pressure on fuel and energy prices — which already were rising based on other factors including a
return to pre- pandemic levels of consumption, insufficient global production to match increasing demand and the global
response to Russia’ s invasion of Ukraine — and militia attacks against commercial ships in the Red Sea have caused
shipping delays and other supply chain issues, including added costs for such imported goods. In addition, Ukraine’ s
ability to function as a significant supplier of commodities — including wheat, neon and platinum — used in the
production of key energy, food and industrial outputs has been limited by Russia’ s actions and has caused global prices
in certain markets to fluctuate. The military invasion of Ukraine by Russian forces has been more protracted than
expected and, as a result, global financial conditions were volatile throughout 2022 and 2023, and the escalation of armed
conflict in the Middle East has amplified existing economic uncertainty experienced across the globe and could continue
to have negative impacts on global and regional financial markets and economic conditions. For additional information,
see “ — Risks Related to Interest Rates. ” In addition, economic trade and political tensions between the United States
and China pose a risk to our business and customers. A substantial number of our customers have economic and
cultural ties to China and are likely to feel the effects of adverse economic and political conditions in China, including the
effects of rising inflation or slowing growth and volatility in the real estate and stock markets in China and other regions.
United States and global economic and trade policies, military tensions and unfavorable global economic conditions may
adversely impact the Chinese economy. As a result, we may experience a decrease in the demand for our financial
products, a deterioration in the credit quality of the loans extended to customers affected by the foregoing circumstances,
changes in loan repayment speeds or increased deposit outflows. 29Each of the developments described above, or any
combination of them, could adversely affect our business, financial condition and results of operations. Volatility in the
banking sector, triggered by the failures of Silicon Valley Bank, Signature Bank and First Republic Bank, has resulted in
agency rulemaking activities and changes in agency policies and priorities that could subject the Company and the Bank




to enhanced government regulation and supervision. On March 10, 2023, Silicon Valley Bank (“ SIVB ”) was closed by
the California Department of Financial Protection and Innovation (the “ CDFPI ). Two days later, on March 12, 2023,
Signature Bank (“ SBNY ”) also failed. Nearly two months later, on May 1, 2023, First Republic Bank (“ FRC ”) was
closed by the CDFPL. In each case, the FDIC was appointed as receiver. In the cases of SIVB and SBNY, the FDIC,
together with the FRB and the U. S. Treasury Secretary, took action under applicable emergency systemic risk authority
to fully protect the depositors of each bank as the institutions were wound down. SIVB and SBNY each had substantial
business relationships with, and exposure to, entities within the innovation sector, including financial technology and
digital asset companies, and had received an influx of deposits over the course of several years which coincided with the
rapid growth of that sector. In Reeentrecent periods, however, SIVB and SBNY each began to experience significant
deposit losses. These losses increased rapidly in early March, ultimately causing each institution to fail. While FRC’ s
business model was different in certain respects than those of SIVB and SBNY, FRC also experienced rapid growth. In
the aftermath of the failures of SIVB and SBNY, FRC experienced significant deposit losses, which led ultimately to the
failure of the institution. Investor and customer confidence in the banking sector, particularly with regard to mid- size
and larger regional banking organizations, waned in response to the failures of SIVB, SBNY and FRC. Notably, the
Company’ s share price decreased by approximately 9 % during March 2023, consistent with other regional banking
organizations. According to data published by the FRB, deposits at domestic commercial banks decreased by
approximately $ 280 billion between the end of February 2023 and the week ended March 29, 2023. The Bank’ s total
deposits decreased by $ 32. 2 million, or 2 %, during the first quarter of 2023. Congress and the federal banking agencies
have reviewed, and continue to evaluate, the events leading to the failures of SIVB, SBNY and FRC to ascertain
explanations for these developments and to identify potential corrective actions. Legislators and the leadership of the
federal banking agencies have noted that inadequate prudential regulation of regional banking organizations (generally,
institutions with less than $ 250 billion in total assets), insufficient supervision of such organizations, poor management
and inadequate risk management practices — specifically with respect to interest rate and liquidity risks in
consideration of each institution’ s business model — and substantial uninsured deposit liabilities contributed to the
failures of these institutions. Further evaluation of recent developments in the banking sector has led to governmental
initiatives intended to prevent future bank failures may-eause-disruptions-to-the-eeonomy-and stem significant deposit
outflows from the B—S-banking systemrsector, including (i) agency rulemaking to modify and enhance relevant
regulatory requirements, specifically with respect to liquidity risk management, deposit concentrations, capital
adequacy, stress testing and contingency planning, and safe and sound banking practices, and (i) enhancement of the
agencies’ supervision and examination policies and priorities . rMareh-Notably, in July 2023, twe-large-banks-were-elosed
and-placed-intoreeetvership-the federal banking agencies issued a notice of proposed rulemakmg that would substantially
revise the regulatory capltal framework for bankmg orgamzatlons W uh total assets of $ 100 billion the- FBIc—Although-we

v w-01 more attempt-to-withdraw-thetr
-fuﬂds—freﬁa—t-hese—and bankmg orgamzatlons w1th s1gmf1cant tradlng act1v1ty Among other thmgs -ﬁﬁanetal—rns-&ttmeﬁs—as
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fedueﬁeﬁs—te—t-herﬁnclude in regulatory capltal unrecogmzed gains and losses on availabl
Hvestment-secur mcx peﬁ-fe-hes—frem—m accumulated t-he—other comprehenswe income ﬁsmg—rnterest—ra-te—enﬂrenmeﬂt—lﬂ

d old 0 sses-. In addmon the—F-RB—anﬂetmeed—rt—bankmg orgamzatlons w1th
over $ 100 bllllOIl in assets \ ould make—wa-rlable—aéd-rt—rena-l—be subject to the supplementary leverage ratio and
countercyclical capital buffer. The proposed rule, if adopted as proposed, would not apply to the Bank directly based on
the Bank’ s current asset size. The federal banking agencies may also re- evaluate applicable liquidity risk management
standards, such as by reconsidering the mix of assets that are deemed to be high- quality liquid assets and / or how high-
quality liquid assets holdings and cash inflows and outflows are tabulated and weighted for liquidity management
purposes. Exammers at the federal bankmg agencles generally have mcreased thelr focus on levels of umnsured depos1ts,

b y Osttors -l-t—rs—Although we cannot predict w1th uneerta—rn——— certamty
whlch proposed rules whet-heihthese—sfeps—by—t-he—gevefnment—\\ ill be suffietent-to-ealm-adopted or if the-other initiatives may
be pursued by lawmakers and agency leadership, nor can we predict the terms and scope of any such initiatives,
including whether community banks such as the Bank would be impacted, any of the proposed or potential changes
referenced above could among other thlngs, subJect us to addltlonal costs, limit the types of financial services markets;

efts-and products therebyreduee-therisk-ofadditional-bank

-f&rlufes—ﬁs—a—resu-lt—e-ﬁthese—reeeﬁt—eveﬁts—\\ e may offer -faee—t-he—petent—ral—fe%reputaﬁenal—ﬁsle depositoutflows-and inereased
ereditrisklimit our future growth, any of which Hindividually-erinthe-aggregate;-could have-a-material-materially and

adverse-adversely effeetaffect errour business, results of operations or financial condition and-results-efoperations-. Our
300ur customer activity is affected by changes in the state of the general economy and the financial markets, a slowdown or
downturn of which could adversely affect demand for our loan services and our results of operations. Our customer activity is




intrinsically linked to the health of the economy generally and of the financial markets specifically. In addition to the economic
factors discussed above, a downturn in the real estate or commercial markets generally, which might occur as a result of, among
other things, an increase in unemployment, farther-disraptions-to-the-sapply-ehaim;-a decrease in real estate values , declining
savings or a slowdown in housing demand, could cause our customers and potential customers to exit the market for real estate
or commercial loans. As a result, we believe that fluctuations, disruptions, instability or downturns in the general economy and
the financial markets could disproportionately affect demand for our residential and commercial loan serviees-products . If such
conditions occur and persist, our business and financial results, including our liquidity and our ability to fulfill our debt
obligations, could be materially adversely affected. 36Fiseal-- Fiscal challenges facing the U. S. government could negatively
impact financial markets which, in turn, could have an adverse effect on our financial position or results of operations. Recent
federal budget deficit concerns and political conflict over legislation to raise the U. S. government’ s debt limit of § 31. 4 trillion
have increased the possibility of a default by the U. S. government on its debt obligations, related credit- rating downgrades, or
an economic recession in the United States. The U. S. Department of Treasury projected that the U. S. government’ s debt limit
of $ 31. 4 trillion would be reached in January 2023 and advised Congress that the U. S. Department of Treasury would need to
take extraordinary measures to prevent default if such limit was reached; since then, the U. S. Department of Treasury has
implemented a debt issuance suspension and curtailed its investment in certain governmental funds in response to the lack of
legislation enacted to raise the U. S. government’ s debt limit. Many of our investment securities are issued by the U. S.
government and government agencies and sponsored entities. As a result of uncertain domestic political conditions, including
the possibility of the federal government defaulting on its obligations for a period of time due to debt ceiling limitations or other
unresolved political issues, investments in financial instruments issued or guaranteed by the federal government pose liquidity
risks. In connection with prior political disputes over U. S. fiscal and budgetary issues leading to the U. S. government shutdown
in 2011, S-Standard & P-Poor’ s lowered its long- term sovereign credit rating on the United States B—S—from AAA to AA . A
further downgrade, or a similar downgrade by other rating agencies, in response to current political dynamics, as well as
soverelgn debt issues facing the governments of other Countrles could have a material adverse impact on ﬁnan01al markets and
economlc conditions in the US4 v ; : i

v v at-fo ; ; anr-and worldwid
extended perlod Of tlme due to COVID ...... , financial condmon and results of operatlons RISkS Related to Credit Changes in
economic conditions, including continued mﬂatlon and the possibility of a recession, could cause an increase in delinquencies
and nonperforming assets, including loan charge offs, which could depress our net income and growth. Our loan portfolio
includes primarily secured real estate seeured-loans, demand for which may decrease and delinquencies of which may increase
during economic downturns as a result of, among other things, an increase in unemployment, a decrease in real estate values, an
increase in interest rates and a slowdown in housing. Significant ongoing financial risk continues to affect economic conditions

in the Unlted States as a whole and in the markets that we serve —’Phe—@GGhas—feeeﬁt-ly—fepeﬁed—t-h&t— including a-l-t-heugh—Gfess

.Asa result of the economic uncertalnty and should the economy
worsen , we could experience higher delinquencies and loan charge offs, as well as increases in nonaccrual loans and loan
modifications tretubled-debtrestraetarings-, which would reduce our net income and adversely affect our financial condition. In
addition, a decline in real estate values as a result of adverse developments in the markets we serve could reduce the value of the
real estate collateral securing our real estate loans, which could cause some of our real estate loans to be inadequately
collateralized or affect our ability to sell such collateral upon foreclosure without a loss or additional losses. Furthermore, to the
extent that real estate collateral is obtained through foreclosure, the costs of holding and marketing the real estate collateral, as
well as the ultimate values obtained from disposition, could reduce our net income and adversely affect our financial condition.
326ur-310ur concentration in residential real estate loans exposes us to risks. At December 31, 2023 and 2022 and2624-, one-
to- four family residential real estate loans amounted to $ 1.1 bllllon and $ 1 4 billion aﬂd—$—l—7—b-1-1-1-teﬁ— or 80 % and 84 %
and-83-%, respectively, of our total gross loans s-and- y
nonperforming residential real estate loans decreased from $ 54—3—m1-1-1-teﬂ—et—]9eeeﬁ=tber—3-l—292—l—te—$—35 6 m11110n at December
31,2022 to $ 9. 0 million at December 31, 2023 . Residential mortgage lending is generally sensitive to regional and local
economic conditions that significantly impact the ability of borrowers to meet their loan payment obligations, making loss levels
difficult to predict. For example, in our residential lending markets in California, the current unemployment rate is higher than
the national average. If borrowers are unable to meet their loan repayment obligations, our results of operations would be
materially and adversely affected. In addition, a decline in residential real estate values as a result of an economic downturn in
the markets we serve would reduce the value of the real estate collateral securing these types of loans. Such declines in real
estate values could cause some of our residential mortgages to be inadequately collateralized, which would expose us to a risk of
loss if we sought to recover on defaulted loans by selling the real estate collateral. Our commercial real estate loans are subject
to credit risks, including changes in operating cash flows from the underlying properties or businesses, that may adversely
impact our results of eperatien-operations and financial condition. At December 31, 2622-2023 , our commercial real estate




loans totaled $ 223-237 . 2-0 million, or +3-18 % of our total gross loans. Commercial real estate loans generally have more risk
than residential real estate loans and generally have a larger average size compared to other types of loans, so losses incurred on
a small number of commercial loans could have a disproportionate and material adverse impact on our financial condition and
results of operations. The repayment of commercial real estate 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 because it is dependent on the successful
operation or development of the property or business involved. In addition, the collateral for commercial real estate loans is
generally less readily marketable than for residential real estate loans, and its value may be more difficult to determine. A
primary repayment risk for commercial real estate loans is the interruption or discontinuation of operating cash flows from the
properties or businesses involved, which may be influenced by economic events, changes in governmental regulations ,
vacancies or other events not under the control of the borrower. Adverse developments affecting commercial real estate values
in our market areas could increase the credit risk associated with these loans, impair the value of property pledged as collateral
for these loans and affect our ability to sell the collateral upon foreclosure without a loss or additional losses. Mereovers-as-of
August2-Commercial real estate markets have been facing downward pressure since 2022 due in large part to higher
interest rates . declining property values and a slowed transaction market. Accordingly, the federal banking agencies,
including the OCC, together-have expressed concerns over weaknesses in the current commercial real estate market and
have applied increased scrutiny to institutions with the FBIc-commercial real estate loan portfolios that are growing
quickly or are large relative to and-- an theNational-Credit Unton-Administratiorrinstitution’ s total capital. To address
supervisory expectations regarding financial institutions’ handling of commercial real estate borrowers experiencing
financial difficulties , has-propesed-anew-in June 2023, the federal banking agencies issued an interagency policy
statement addressing prudent commercial real estate loan accommodations, changes in accounting principles, and revisions and
additions to commercial real estate loan workouts . Our failure whieh;if-adopted, mayrequire-tis-to re—evaluate-our
implement adequate risk management controls for commercial real estate credit underwriting and servicing praetiees-and-, as
well as reldted dccountmg processes aﬁd-t-herefere—could adversely affect our busmess n th1s area. A Guneeﬁstrueﬁeﬁ—le&ns

are in thtorma and therefore our business is partlcularly vulnerable to a downturn in the local economies in Wthh we operate
Unlike larger financial institutions that are more geographically diversified, a large portion of our business is concentrated
primarily in the state of California, specifically in the San Francisco and Los Angeles metropolitan arcas. As of December 31,
2022-2023 , approximately §2-80 % of our loan portfolio was based in California with concentrations in the San Francisco and
Los Angeles metropolitan areas of 54-56 % and 28-24 %, respectively. If the local California economies, and particularly local
real estate markets, decline, the rates of delinquencies, defaults, foreclosures, bankruptcies and losses in our loan portfolio
would likely increase. Similarly, catastrophic natural events such as earthquakes or wildfires could have a disproportionate effect
on our financial condition. More, an ongoing financial slowdown within the technology industry may pose unique financial
hardships to the San Francisco Bay Area due to industry concentration in the region, thus impacting the overall regional
economy. As a result of this lack of geographic diversification in our loan portfolio, a downturn in the local economies generally
and in real estate markets specifically could significantly reduce our profitability and growth and have a material adverse effect
on our results of operations and financial condition. ©#-320ur allowance for tean-credit losses may not be sufficient to cover
losses in our loan portfolio, and any resulting increase in our allowance for tean-credit losses or loan charge offs could decrease

our net income. Loaneustomers-may-notrepay-As of January 1, 2023, we adopted their—- the leans-aceordingto-the-terms-of
current expected credlt loss model for accountlng for thew the estlmate -leans—and—t-he—eellateral—seetmg—&re—payrnent—of

measured at amortlzed cost , 1nclud1ng loan recelvables and other contracts, such as off- balance sheet credit exposure,
specifically, loan commitments and standby letters of credit, financial guarantees and other similar instruments. Under
the current expected credit loss model, the allowance for credlt losses is establlshed based upon our current estimate of
expected lifetime credit losses, for which of
available information related to past events, current condltlons and reasonable and supportable forecasts . In determining
the total ameunt-efthe-allowance for credit losses, we calculate the quantitative portion of the allowance for credit losses




using the Probability of Default / Probability of Attrition model, which is a logistic regression model, and add the
qualitative adjustments to the model results along w1th the results from any mleldual loan lesses;management
petiodieally-assesses-assessments va v 0 to-. The determination of
the appropriate level of allowance for lean-credit losses is subject to various assumptions and Judgments and requires us to
make significant estimates of current credit risks and the collectability of loans, the value of real estate and other assets serving
as collateral for the repayment of loans and future trends, all of which are subject to material changes. If our assumptions and
estimates prove to be incorrect, the allowance for fean-credit losses may not cover inenrred-current expected credit losses in
the loan portfolio at the date of the financial statements. Significant adéditions-increases to the allowance for tean-credit losses
would materially decrease net income. Nonperforming loans may increase, and nonperforming or delinquent loans may
adversely affect future performance. In addition, federal regulators periodically review the allowance for teamcredit losses and
may require an increase in the allowance for tean-credit losses or the recognition of further loan charge offs. Any significant
increase in our allowance for Jean-credit losses or loan charge offs as required by these regulatory agencies could have a
material adverse effect on our results of operations and financial condition. The Financial Accounting Standards Board has
issued...... strategic, regulatory and compliance risks. Risks Related to CompetitionStrong competition within our market......
condition and results of operations. 40Risks Related to Interest RatesFuture changes in interest rates could reduce our net
interest income and otherwise negatively impact our financial condition and results of operations. The majority of our banking
assets are monetary in nature and subject to risk from changes in interest rates. Like most financial institutions, our net income
and cash flows depend to a great extent upon the level of our net interest income, or the difference between the interest income
we earn on loans, investments and other interest earning assets and the interest we pay on interest- bearing liabilities, such as
deposits and borrowings. Changes in interest rates can increase or decrease our net interest income, which makes up a majority
of our income, because different types of assets and liabilities may react differently, and at different times, to market interest rate
changes. To help address the impact of the COVID- 19 pandemic on the economy and financial markets,in March 2020 the
“FOMC Zreduced the benchmark federal funds rate to a target range of 0 % to— 0.25 %,and
the yields on 10- and 30- year Treasury notes declined to historic lows.However,in January2022-light of elevated inflation,a

strong labor market and supply cham dlsruptlons at the time ,the FOMC 51gn1ficantly anneuneed—t-hat—rt—wmﬁd—be—s-}ewmg

mcreased durmg%@%—Z—t-he—FGMGhad—r&tsed—the ta1get range for the federal funds rate from 0 00 % -0.25 % to 4-5. 25 % -5
.50 % over the period from March 2022 to July 2023 4-75-%-,as i-the FOMC believes-believed ongoing-such increases in the
target range switbwould be appropriate to return target 1nﬂat10n to 2 % over time. The FOMC has since paused increases to
the target federal funds rates— rate w d ; €
eontraetaal-pertod-oftime-. Fike-33Like many savings institutions, our hablhtles generally have shortel Contractual maturmes
than our assets. When interest- bearing liabilities mature or reprice more quickly, or to a greater degree than interest earning
assets in a period, an increase in interest rates could reduce net interest income or adversely affect our overall balance sheet
mix or liquidity . Similarly, rising wh arftig-a ; y : ;

interest—bearing-habilities;fathng-interest rates could also
may;-amengotherthings;reduce the demand for certain feadeﬂﬁa-l—meftgage—and-et-heﬂoans and—euﬁ or abrl-rty—cause certaln
borrowers to eriginate-repay loans slower and-deerease-loanrepaymentrates-. A decrease in the general level of interest rates

may affect us through, among other things, increased prepayments on our loan portfolio and mortgage- backed securities as
borrowers refinance their debt to reduce their borrowing costs , a decrease in demand for our deposit products resulting in
withdrawals of deposits from the Bank or a combination of the foregoing that may result in a further decrease of our
balance sheet . This-To limit the extent of deposit withdrawals and maintain liquidity in a declining rate environment, we
may need to maintain deposit rates at levels higher than the prevailing market rates, thus adversely impacting our net
interest income. A decrease in interest rates can also ereates— create reinvestment risks-whiehs-the-risk that we may not be
able to reinvest prepayments at rates that are comparable to the rates we earned on the prepaid loans or securities and repricing
risk that our loans and debt securities may reprice at a faster pace than we may be able to reprice our deposits without
significantly affecting the demand for our deposit products . Furthermore, an inverted interest rate yield curve, where short-
term interest rates (which are usually the rates at which financial institutions borrow funds) are higher than long- term interest
rates (which are usually the rates at which financial institutions lend funds for fixed- rate loans) can reduce our net interest
margin and create financial risk for financial institutions like eus-us . Also impacting our net interest income and net interest
rate spread is the level of prepayment activity on our mortgage- related assets. Mortgage prepayment rates will vary due to a
number of factors, including the regional economy where the mortgage loan or the underlying mortgages of the mortgage-
backed security were originated, seasonal factors, demographic variables, prevailing market interest rates, related mortgage
refinancing opportunities and competition. Generally, the level of prepayment activity directly affects the yield earned on those
assets, as the payments received on the interest- earning assets will be reinvested at the prevailing market interest rate. In a rising
high interest rate environment, prepayment rates tend to decrease and, therefore, the yield earned on our existing mortgage-
related assets wit-may remain constant or instead-efinereasing-increase ; however, were interest rates to fall, prepayments
could increase, which could decrease the yield earned on our mortgage- related assets . This wewld-could adversely affect
our net interest margin and, therefore, our net interest income. The interest we earn on our assets is primarily from our
residential real estate loans, which comprises 84-80 % of our total gross loans at December 31, 2622-2023 and H-56 % of the
1nterest earned from all of our 1nterest earnlng assets for the year ended December 31, %922—2023 —\Ve—e-ffeﬁﬁxed-—f&te—aﬁd

resldentlal real estate loan portfolio and 94—92 % of our total loan portfoho were adjustable rate loans. To that end, 63—67 % of



our adjmtable rate residential real estate loans’ repricing dates are currently scheduled to occur within the next 12 months, 36
27 % after 12 months and up to 60 months, and 76 % thereafter. That is, in addition to the risk that the demand for residential
mortgage and-ether-loans may be redueed-greater than the demand for our deposit products in an environment where interest
rates are sistag-falling , our existing loan portfolio may reprice betoeked-into an-interestrate-thatistess-than-the prevailing
lower market rates tramrinereasing-mterestrate-environment-. | his likewise creates reinvestment risk, as..... to 2 % over time.
41Accordingly -- Accordingly , changes in the level of market interest rates affect our net yield on interest - earning assets,
demand for tearn-loans erigination-volume-and deposits, and our overall results. We expect the operating environment to
remain very challenging as the FRB continues to focus their efforts on the economy. We cannot predict future FRB actions or
other factors that may cause interest rates to change. If we were to experience a ristag-decreasing interest rate environment
where our cost of funds inereased-decreased faster-slower than the yields on our loan portfolio, it may adversely affect our net
interest income, net interest spread and net interest margin, and may cause us to change our operating leverage model or
portfolio mix to compensate. Although our asset- liability management strategy is designed to control and mitigate exposure to
the risks related to changes in market interest rates, those rates are affected by many factors outside of our control, including
governmental monetary policies, inflation, deflation, recession, changes in unemployment, the money supply, rternattonat
diserder-geopolitical conflicts and instability in domestic and foreign financial markets. Such changes in interest rates could
materially and adversely affect our results of operations and overall profitability. Inereasing-34An accelerated decrease in
mterest rates could 1eduee our net interest income and otherwise negatl\ ely impact our hndncml condition and 1esu1ts of

ina;-the FOMC anneuneedHinrMareh s September 2022
2023 meetlng, the F OMC paused 'l't-ltS weu-}d-rnefease-mcreases to the target federal funds range, c1t1ng a tlghtemng labor

Sﬂpp-}y—eha-m—dtsr&pt-teﬂs—rne}ud-mg—tOS 25%—5 50%.At

eﬂ—ﬂ‘ru-l-&p-}e-eeeasteﬁs—resu-l-&ﬁg—m—&ﬂ—and easmg (but stlll elevated) mﬂatlon tnefease-rn—t-he—target—rfmge—freﬂa—e—ee—%-—e%
The FOMC has signaled that

it remains hlghly attentlve to 1nﬂat10n, whlch remains above its target rate, and that it will take into account any lags
with which its monetary policy affects economic activity and inflation. However, there remains uncertainty among
economists with respect to the risk of an economic recession. Accordingly, in response to the pause in target federal funds
rate increases in September 2023, Treasury yields have declined, with federal funds futures rates suggesting a decrease
in rates as early as the second quarter of 2024. Our balance sheet is currently in an asset- sensitive position. In the event
of a significant decrease of the target federal funds rate by the FOMC in response to improved inflation outlook,
particularly if at a similar pace at which the FOMC raised the target federal funds rate in 2022 and 2023, we may temper
fature-inereases-not be able to the-targetrange-lower our deposit rates at a similar pace in order to avoid significant deposit

withdrawals as inflatterrtevels-begin-to-nermalize: nevertheless-customers seek the highest yield possible for their funds. A
s1gn1ﬁcant tnefeases—te-pfev&ﬁ-mg—rapld decrease in mterest rates could tﬂﬂueﬂee—net—efﬂ-rﬂ&e—rf&erest—we—reeeﬂfe-eﬂ—}eans

3 v y botro b alse-affect (1) the
demand of our abrhw—wm depos1t products (11) our llquldlty p0s1t10n if our depositors
were to withdraw the-their funds fair-value-ofour-finaneial-assets-and-tiabilities-; and-(iii) the expected yield of our loan
portfolio and debt securities; (iv) the average duration of our mertgage-loan portfolio and debt securities; (v) ether—- the fair
value of our financial assets and liabilities; and (vi) our balance sheet mix and composition. In addition, the lack of
robust loan originations will inhibit our ability to reinvest loan prepayments that occur as interest —rates decline in
interest carning assets —trpattiewlar-at the higher end of the yield curve , aceelerated-thus either narrowing our interest rate
inereases-spread and net interest margin or resulting in further significant decline in the size of our balance sheet. As a
result, interest income may eause-ourtabilitiesto-repriee-decline much more quickly in response to market rates-— rate

declmes mueh—fasteihaﬂd—mere—eﬁeﬂswe}y—thdn eurassets—@tﬂ'—abﬁ-rw—te—redﬂee—om mtelest expense may-be-limited-at-eurrent




Related to LiquidityA lack of liquidity could adversely affect our financial condition and results of operations and result in
regulatory limits being placed on the Company. Liquidity is essential to our business. We rely on our ability to generate deposits
and effectively manage the repayment and maturity schedules of our feans-investment securities to ensure that we have
adequate liquidity to fund our operations. An inability to raise funds through deposits, borrowings, the sale of loans and other
sources could have a substantial negative effect on our liquidity. Our most important source of funds is deposits. Deposit
balances can decrease when customers perceive alternative investments as providing a better risk / return tradeoff. If customers
move money out of deposits such as money market funds, we will lose a relatively low- cost source of funds, increasing our
funding costs and reducing our net interest income and net income. Moreover, depending on the capitalization and regulatory
treatment of depository institutions, including whether an institution is subject to a supervisory prompt corrective action
directive, certain additional regulatory restrictions and prohibitions may apply, including restrictions on growth, restrictions on
interest rates paid on deposits, restrictions or prohibitions on payment of dividends and restrictions on the acceptance of
brokered deposits. In the event such restrictions on interest rates paid on deposits become applicable to us, we may need to
reduce our interest rates paid on a segment of our deposits, which could result in deposit withdrawals. In addition, as of



December 31, 2022-2023 , approximately 2422 % of our total deposits are not FDIC- insured, and a significant portion of those
deposits could be withdrawn in the event of volatile economic conditions. Significant deposit withdrawals could materially
reduce our liquidity, and, in such an event, we may be required to replace such deposits with higher cost —eesting-borrowings.
Other primary sources of funds consist of cash flows from operatlons from the repayment of loans and sa-}es—from the
maturities and principal receipts of investment see d A
Additional liquidity is provided by our ability to borrow hom the FHLB of Indmndpohs or our ablhty to sell portlons of our loan
portfolio. We also 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 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. Our access to funding sources
could also be affected by a decrease in the ability to sell mortgage portfolios as a result of a downturn in our markets or by one
or more adverse regulatory actions against us. A lack of liquidity could also attract increased regulatory scrutiny and potential
restraints imposed on us by regulators. Any decline in available funding could adversely impact our ability to originate loans,
invest in securities, meet our expenses or 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. 44We-36We are currently disqualified from the small offering and private placement safe harbor exemptions
otherwise available under the federal securities laws, which may adversely affect our ability to offer or sell our securities
and raise capital in an efficient manner. As a result of the guilty plea and criminal conviction pursuant to our Plea
Agreement with the DOJ, we fall within the “ bad actor ” disqualification provisions of Regulation A and Regulation D
under the Securities Act. These provisions prohibit an issuer from offering or selling securities in a private placement in
reliance on Regulation A for certain small offerings and Regulation D for certain private placement transactions for a
period of up to ten years under certain circumstances if, among other things, the issuer has been convicted of any felony
or misdemeanor, or other “ disqualifying event ” under the rule. The SEC or the court may waive such disqualification
upon a showing of good cause that disqualification is not necessary under the circumstances for which the safe harbor
exemptions are being denied. Absent a waiver, we will be restricted in our ability to raise capital in a private placement
in reliance on Regulation A or Regulation D, although we would remain eligible as an SEC registrant to access the equity
capital markets through an SEC- registered offering or through another exemption from the registration requirements.
We have submitted to the SEC a waiver request from the “ bad actor ” disqualifications. There is no assurance that the
SEC will grant this request. If the SEC were to deny our waiver request, we will be limited in our ability to raise capital
through a private placement under Regulation A or Regulation D. The application of the “ bad actor ” disqualifications
to us could make capital raising more costly or inhibit our ability to raise capital. Reduced or more costly access to
capital could inhibit our ability to pursue certain strategic alternatives for adding new products and services and
potentially grow our balance sheet. Reduced or more costly access to capital is particularly critical to our ability to
pursue certain strategic alternatives because the Bank reduced its excess capital when it distributed $ 90. 0 million as a
dividend to the Company in 2023 to fund the redemption of the Subordinated Notes and the restitution payment due
under the Plea Agreement, both of which reduced the Bank’ s excess capital and which otherwise could have supported
future growth. Reduced access to capital also could adversely impact our ability to comply with regulatory capital
requirements in the event of adverse economic circumstances in which we were to incur financial losses. Therefore, the
failure to obtain a waiver of the “ bad actor ” disqualification could have an adverse impact on our business, financial
condition and results of operations. We rcly on external financing to fund our operations, and the failure to obtain such
financing on favorable terms, or at all, in the future could materially and adversely impact our growth strategy and prospects.
We rely in part on advances from the FHLB and brokered deposits to fund our operations. Although we consider such sources of
funds adequate for our current needs, we may need to seekissue additional debt or equity in the future to (i) restore capital
the-futare-that has been depleted due to adverse results from and costs to defend government 1nvest1gat10ns and lltlgatlon,
(ii) restore capital that may be depleted in the future due to te o5 6
htigation;-adverse-eeonomte-eondittons-and-other risks identified helem ﬁs—wel-l—as—te-and (iii) fund future ;Drowth The sale of
equity or equity- related securities in the future may be dilutive to our shareholders, and debt financing arrangements may
require us to pledge some of our assets and enter into various affirmative and negative covenants, including limitations on
operational activities and financing alternatives. Future financing sources, if sought, might be unavailable to us or, if available,
could be on terms unfavorable to us and may require regulatory approval. In addition, we currently are required to obtain the
prior approval of the FRB in order for the Company to issue any new debt. If financing sources are unavailable or are not
available on favorable terms or we are unable to obtain regulatory approval, our capital base, growth strategy and future
prospects could be materially and adversely impacted. H37If the market for the sale of our mortgage loans to the secondary
market were to significantly contract, or if purchasers were to lose confidence in the quality of our loans, our net income would
be negatively affected and our ability to manage our balance sheet would be materially and adversely affected. From time to
time, we manage our liquidity and balance sheet risk by selling loans in our mortgage portfolio into the secondary market. If the
market for our mortgages were to contract or our counterparties were to lose confidence in our asset quality, we would lose a key
piece of our liquidity strategy and would need to find alternative means to manage our liquidity that may be less effective. In
addition, in connection with residential mortgages packaged for sale in the secondary market, we make representations and
warranties, which, if breached, may require us to repurchase such loans, substitute other loans or indemnify the purchasers of
such loans for actual losses incurred in respect of such loans. To avoid the uncertainty of audits and inquiries by third- party
investors in Advantage Loan Program loans sold to the secondary market, beginning at the end of the second quarter of 2020,
we commenced making offers to each of those investors to repurchase 100 % of our previously sold Advantage Loan Program




loans. As of December 31, 2022-2023 , we had repurchased such loans with an aggregate unpaid principal balance of $ 309. 1
million and had outstanding commitments to repurchase an additional $ 24-16 . 3-9 million through July 2025. At December 31,
2022-2023 , the unpaid principal balance of residential mortgage loans sold under the Advantage Loan Program that were
subject to potential repurchase obligations for breach of representations and warranties totaled $ 43-33 . 3-0 million. If we
experience loan repurchase demands in excess of what we have anticipated, our liquidity, capital ratios and financial condition
may be materially and adversely affected. The debtserviee-proportion of our deposit account balances that exceed FDIC
insurance limits may expose the Bank to enhanced liquidity risk in times of financial distress. A significant factor in the
failures of SIVB, SBNY and FRC appears to have been the proportion of the deposits held by each institution that
exceeded FDIC insurance limits. In response to the failures of SIVB, SBNY and FRC, many large depositors across the
industry have withdrawn deposits in excess of applicable deposit insurance limits and deposited these funds in other
financial institutions and, in many instances, moved these funds into money market mutual funds or other similar
securities accounts in an effort to diversify the risk of further bank failure (s). Uninsured deposits historically have been
viewed by the FDIC as less stable than insured deposits. According to statements made by the FDIC staff and the
leadership of the federal banking agencies, customers with larger uninsured deposit account balances often are small-
and mid- sized businesses that rely upon deposit funds for payment of operational expenses and, as a result, are more
likely to closely monitor the financial condition and performance of their depository institutions. As a result, in the event
of financial distress, uninsured depositors historically have been more likely to withdraw their deposits. As of December
31, 2023, approximately 22 % of our total deposits of $ 2. 0 billion were not insured by the FDIC. If a significant portion
of our deposits were to be withdrawn within a short period of time such that additional sources of funding would be
required to meet withdrawal demands, we may be unable to obtain funding at favorable terms, which may have an
adverse effect on our net interest margin. Obtaining adequate funding to meet our deposit obligations may be more
challenging during periods of related-- elevated prevailing interest rates, such as the present, and our ability to attract
depositors during a time of actual et or suberdinatednotes-will-reduee-perceived distress or instability in the funds
marketplace may be limited. Further, interest rates paid for borrowings generally exceed the interest rates paid on
deposits, and this spread may be exacerbated by higher prevailing interest rates. In addition, because the fair value of
our available for sale investment securities decreases when interest rates increase, after- tax proceeds resulting from the
sale of such assets may be diminished during perlods when interest rates are elevated At December 31 2023 our
accumulated other comprehensive loss related business rd-th RS-at veran o;-and-0 any
fature-indebtedness-unrealized net losses on investment securltles was $ 15.2 mllhon eeﬂﬂ}d—advefsel-y-whlch currently
does not impact our finanetal-performanee-andregulatory capital ratios. However, should we sell all or a material portion
of our investment securities portfoho to increase llL]ul(lll\ —\Ve—have—eﬁst&n&mg%—é%.—@—mﬂheﬁ—m the face 0f depos1t0r
withdrawals in the current aggreg OHAto stboerdita eApt : otd
beat-interest-at-a-variable-interest rate env1ronment we may recognize significant losses that w0uld in turn, reduce our
regulatory capital position. Under such circumstances, we may access funding from sources such as the FRB’ s discount
window to manage our liquidity risk and mitigate the risk to our regulatory capital position. The occurrence of any of
these events could materially and adversely affect our business, results of operations or financial condition. 38Risks
Related to the Advantage Loan ProgramOur guilty plea and criminal conviction pursuant to the Plea Agreement may
harm our reputation, harm our ability to engage with certain third parties and disqualify us from certain safe harbor
exemptions from offering or selling our securities, and the failure to comply with the terms of the Plea Agreement may
subject us to further prosecution. In July 2023, the Company was convicted of one count of securities fraud primarily
relating to disclosures with respect to the Advantage Loan Program contained in the Company’ s 2017 Registration
Statement for its initial public offering and its immediately following Annual Reports on Form 10- K filed in March 2018
and March 2019, all in accordance with the Plea Agreement entered into earlier in the year. In addition to the
reputational risk and the negative publicity we have already received regarding the Advantage Loan Program, our
criminal conviction pursuant to the Plea Agreement may cause further damage to our reputation in the communities we
serve. Further, our criminal conviction pursuant to the Plea Agreement may cause third parties, including certain quasi-
governmental agencies or exchanges, to elect to cease doing business with us, where the-they have the discretion to do
such. Any such damage to our reputation and our ability to conduct business with third parties could materially
adversely affect our business, results of operations and financial condition. In addition, as a result of the guilty plea and
criminal conviction pursuant to our Plea Agreement with the DOJ, we fall within the “ bad actor ” disqualification
provisions of Regulation A and Regulation D under the Securities Act, which prohibit an issuer from offering or selling
securities in a private placement that rely on such exemptions. See “ — Risks Related to Liquidity ” for further detail.
Furthermore, if the Company were to breach the Plea Agreement, the Company would be subject to prosecution for any
known or newly discovered criminal violations, including additional charges. In such an event, our ability to develop or
introduce new loan products would once again be curtailed and become uncertain, which would have an adverse impact
on our business and results of operations. We continue to incur costs in connection with our ongoing cooperation with
government investigations of certain individuals involved with the now- terminated Advantage Loan Program, including
claims from individuals for advancement of expenses and indemnification for which our D & O Insurance covering such
matters has recently been exhausted. The Company and the Bank were previously under investigations by the DOJ and
the OCC focused on the Bank’ s now- terminated Advantage Loan Program and related issues. Although the
investigations targeting the Company and the Bank have been finally resolved, the DOJ and the OCC continue to
investigate certain individuals involved with the now- terminated Advantage Loan Program. The Company and the
Bank continue to fully cooperate with these government investigations. This cooperation typically takes the form of




production of documents and interviews of current and former employees and directors. Other government agencies
also may request information or conduct investigations into the Advantage Loan Program and related matters. As we
continue to cooperate with these investigations, we may incur costs and / or expenses as a result of our cooperation with
any such investigations. In addition, management’ s time and resources may be diverted to address requests made by the
DOJ or the OCC in connection with such investigations. In addition, as these matters have proceeded or concluded, as
applicable, over the past three years —month- EHBORrate-plas-amarginof 5-82-%-For 2022, the-average-interestrate-we
have received claims from current and former directors, officers and employees, was— as 7—56-%-well as from our
controlling shareholder , and-Scott J. Seligman, for the interestrate-advancement or reimbursement of legal fees under
applicable provisions of the Company’ s and the Bank’ s respective charters and bylaws, as well as pursuant to applicable
law. In some instances, we have determined that advancement and indemnification is not consistent with applicable law
and have denied the-those firstinterestrequests. The officers and directors that we have not deemed eligible for
advancement and indemnification may commence legal action against us seeking such advancement and
indemnification, and several have threatened to do so. Should such actions commence, there is no assurance that we
would be successful in any defense thereof, and such actions, if ultimately successful, may have a material adverse impact
on our financial condition and results of operations. 39Furthermore, our D & O Insurance is exhausted, with our final
payment peﬂed-recelved in December 2023 was—‘)— However 96-%-at-Deeember31-, 2022Pursuant-to reeent-federal-and-New
egislation, upon-theeessa - the extent —month- EIBORrateeurrently-expeeted-in
J-u-ne%@%—the government mvestlgatlons with respect to 1nd1v1duals continue and involve the cooperation subordinated
notes-with-bear-iterest-at-arate-based-on-SOFR—As-aresult-of oursubordinated-notes-individuals entitled to advancement
and indemnification , we arc eurrently;-likely to continue to receive and pay such claims in accordance with our legal
obligations but for which we no longer have insurance. However, to the extent we deny-elaims-Further,the officers and
directors that we have not deemed eligible for advancement and indemnification erreimbursementin-aceordanee-with
appleablelaw;individuals-may commence legal action against us seeking such advancement and indemnification,and
several have threatened to do so.Should such actlons commence,there is no assurance that we would be successful in any
defense thereof, ab G
ultlmately successful
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operation .We are involved in litigation against the Company’ s controlling shareholder,Scott J.Seligman,and related family
trusts.In October 2022,the Company and the Bank commenced an action against the Bank’ s controlling shareholder,Scott
J.Seligman,alleging a breach of fiduciary duties to the Company and the Bank by using his position to develop and direct the
now- terminated Advantage Loan Program to advance his own interests and unjustly enrich himself at the expense of the
Company,the Bank,and the Company’ s minority shareholders.Mr.Seligman retaliated by commencing an action against the
Company in November 2022,which he voluntarily withdrew in January 2023 without prejudice,meaning he may bring such
action at a later date,a direct action or counterclaim in the current action by the Company.Mr.Seligman has filed a motion to
dismiss the Company’ s action in which he threatens possible counterclaims.Accordingly,should Mr.Seligman commence
litigation against the Company or proceed with counterclaims,we may incur additional significant legal fees in connection
with such matter.In addition,there is no assurance that we would be successful in pursuing our claims against
Mr.Seligman or that we will be successful in the defense of any claims by Mr.Seligman.28Risks incur additional
significant debt-legal fees in connection with such matter. In addition, the-there fiture-is no assurance that we would be
successful in pursuing our claims against Mr. Seligman or that we will be successful in the defense of any claims by Mr.
Seligman. Risks Related to Our Highly Regulated IndustryOur business is limited by the highly regulated environment
in which we operate and could be adversely affected by the extensive laws and regulations that govern our activities ,
operations, corporate governance and accounting principles, or changes in any of them. As a unitary thrift holding
company, we are subject to risks-typteally-asseetated-te-cxtensive examination,supervision and comprehensive regulation by
various federal agencies that govern almost all aspects of our operations.These laws and regulations,among other
things,prescribe minimum capital requirements,impose limitations on the business activities in which we can engage,limit the
dividend or distributions that the Bank can pay to us,restrict the ability of institutions to guarantee our debt and impose certain
specific accounting requirements on us.These laws and regulations are not intended to protect our shareholders.Rather,these laws
and regulations are intended to protect customers, depos1t01s the DIF and the ov erall fmdncml stability of the United States.
Compliance with : G ; with-these laws and regulations is difficult
and costly,and changes to these laws and re;:ulatlons often impose dddltlondl compliance costs.Our failure to comply with these
laws and regulations,even if the failure follows good faith effort or reflects a difference in interpretation,could subject us to
restrictions on our business activities,fines and other penalties,any of which could materially adversely affect our results of
operations,capital base and the price of our securities.Further,any new laws,rules and regulations could make compliance more
difficult or expensive. Fattare-40The Dodd- Frank Act may continue to satisf-the-affect our business,governance
structure, finaneing-financial condition or results of operations. The Dodd- Frank Act,among other things,imposed new capital
requirements on thrift holding companies;changed the base for FDIC insurance assessments to a bank’ s average consolidated
total assets minus average tangible equity,rather than upon its deposit base;permanently raised the current standard deposit
insurance limit to $ 250,000;and expanded the FDIC’ s authority to raise insurance premiums.The Dodd- Frank Act also
established the CFPB as an independent entity within the FRB,which has broad rulemaking,supervisory and enforcement




authority over consumer financial products and services,including deposit products,residential mortgages,home- equity loans
and credit cards and contains provisions on mortgage- related matters -, such as insuffietent-eash-flow-steering incentives,
determinations as to meetreguired-debt-a borrower” s ability to repay and prepayment penalties. Although the applicability of
certain elements of the Dodd- Frank Act is limited to institutions with more than $ 10 billion in assets,there can be no guarantee
that such applicability will not be extended in the future or that regulators or other third parties will not seek to impose such
requirements on institutions with less than $ 10 billion in assets,such as the Company.The Dodd- Frank Act has had and may
continue to have a material impact on our operations,particularly through increased regulatory burden and compliance costs.The
CFPB has adopted strict enforcement policies in respect of the fair lending laws and the prohibition against unfair,deceptive and
abusive acts and practices.The CFPB has broad rulemaking authority to administer the provisions of the Dodd- Frank Act
regarding financial institutions that offer covered financial products and services to consumers.The CFPB was directed under the
Dodd- Frank Act to write rules identifying practices or acts that are unfair,deceptive or abusive in connection with any
transaction with a consumer for a consumer financial product or service payment-obligations-, or the offering of a consumer
financial product or service. Under the current Administration and leadership of the agency, the CFPB has pursued a
more aggressive enforcement policy with respect to a range of regulatory compliance matters. Of note, the Director of
the CFPB has indicated that the CFPB will prioritize enforcement of the Equal Credit Opportunity Act, as implemented
by the CFPB’ s Regulation B . which prohibits discrimination in any aspect of a credit transaction. To that end, in March
2022, the CFPB revised its Supervision and Examination Manual to explicitly incorporate anti- discrimination
considerations in respect of evaluations of potential unfair, deceptive or abusive acts and practices. Although the
Supervision and Examination Manual is not applicable to the Bank due to its asset size, the CFPB’ s action represents
not only a continuation of the agency’ s commitment to a more aggressive enforcement approach, but also a shift in
superv1smn and exammatlon pohcy and procedure that may tnerease—l-ﬁresult in the commencement beﬂehmar}erate—fer

ated-financial sta-temeﬁts-lnstltutlons 1nvolv1ng a broader range of c1ted
v1olatlons of the federal consumer ﬁnanclal laws and expanded allegatlons of unfalr, deceptive, for— or abusive acts and
practices aed otes—. In addition, eursubordinated-notes
the CFPB — w1th the support of the current Pres1dent1al Administration — launched and-- an initiative to scrutinize so-
called consumer “ junk fees. ” In 2023, the CFPB brought enforcement actions against a number of financial institutions
for overdraft practices that the CFPB alleged to be unlawful and ordered such institutions to pay consumer restitution
and civil money penaltles. In t-he—these cases a-broa :

repeatedly charged : A-Rev G
insufficient funds in their accounts,lmposed overdraft fees w1thout adequate dlsclosures,charged overdraft fees without
proper consent and misled customers about thetr the terms and cost of overdraft coverage.Also,as part of this effort ,the
CFPB has taken action to constrain “ pay- to- pay ” fees , and-has-announced a rulemaking proceeding on credit card late fees
and -On-Oetober26;2022;the-CFPB-issued guidance to banks on how to avoid charging unlawful overdraft and depositor fees
.The CFPB expects to commence a rulemaking addressing overdraft fee practices in the coming months . There is likely
no immediate impact arising from this shift in enforcement policy and regulatory guidance from the CFPB because the Bank has
suspended the origination of residential loans.However,should the Bank recommence residential lending,the CFPB’ s policies
and guidance would likely increase the Bank’ s compliance costs or result in additional compliance risk.We are subject to
stringent capital requirements.We are subject to the regulatory capital rules implemented by the U.S.federal banking agencies in
accordance with Basel III regulatory capital reforms and the Dodd- Frank Act.The regulatory capital rules are generally
applicable to all U.S.banks as well as to unitary thrift holding companies with assets over $ 1 billion,such as the Company.The
regulatory capital rules establish minimum regulatory capital ratios,including a common equity Tier 1 capital ratio,and require
maintenance of a €€B-capital conservation buffer .The rules prescribe criteria that capital instruments must meet in order to
be considered additional Tier 1 and Tier 2 capital for the purposes of the above requirements. 36ln-41In order to be a well
capitalized depository institution under the regulatory capital rules,an institution must maintain a common equity Tier 1 capital
ratio of 6.5 % or more;a Tier 1 capital ratio of 8 % or more;a total capital ratio of 10 % or more;and a leverage ratio of 5 % or
more.Institutions must also maintain a ©&B-capital conservation buffer consisting of common equity Tier 1
capital.Further,qualifying community banking organizations may elect to utilize the CBLR framework,which provides a
simplified measure of capital adequacy.In order to qualify for the CBLR framework,a community banking organization must
have (i) a Tier 1 leverage ratio of greater than 9.0 %,(ii) less than $ 10 billion in total consolidated assets,and (iii) limited
amounts of off- balance- sheet exposure and trading assets and liabilities.The Company and the Bank have each elected to
comply with the CBLR framework,effective as of January 1,2023.Although we will-have benefit-benefitted from this election
in terms of our ability to add a variety of assets to our consolidated balance sheet without the need to evaluate the highly
complicated regulatory risk weight weighting system, se-our election may be-required- require us to maintain an overall
higher capital base,potentially limiting our future total growth opportunities.The failure to meet applicable regulatory capital
requirements could result in one or more of our regulators placing limitations or conditions on our activities,including our
growth initiatives,or restricting the commencement of new activities,and could materially adversely 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
acqmsmons and our business, results of operatlons and financial ee-nd-l-t—teﬁs—~ condltlon ,generally We 5Phe—€empa-1‘ry—faees=

to the adoptlon of future legislation and
potentlal changes in federal regulatory agency pohcles and prlorltles. Congress may enact legislation from time to time




that affects the regulation of the financial services industry . and state legislatures may enact legislation from time to time
affecting the regulation of financial institutions chartered by or operating in those states. Federal and state regulatory
agencies also periodically propose and adopt changes to their regulations or change the manner in which existing
regulations are applied. The substance or impact of pending or future legislation or regulation, or the application
thereof, cannot be predicted, although enactment of the proposed legislation could impact the regulatory structure under
which we operate and may significantly increase our costs, impede the efficiency of our internal business processes,
require us to increase our regulatory capital and modify our business strategy, and limit our ability to pursue business
opportunities in an efficient manner. Congressional oversight has been and likely will continue to be prominent in
Congress. Congressional committees with jurisdiction over the financial services sector have pursued oversight in a
variety of areas, including addressing climate- related risks, promoting diversity and equality within the banking
industry and addressing other ESG matters, improving competition in the banking sector and increasing oversight of
bank mergers and acquisitions and establishing a regulatory framework for digital assets. We believe the prospects for
the enactment of major banking reform legislation under the current Congress are unlikely at this time. However, the
federal banking agencies continue to pursue a full rulemaking agenda, which was enhanced following the bank failures
in the first half of 2023. These initiatives have included enhanced capital regulations for the largest banking
organizations and enhanced risk management and resolution planning requirements for mid- size and regional banking
organizations. It is not yet known whether or to what extent community banks will be impacted by much of this
rulemaking. We are subject to the CRA and fair lending laws, and failure to comply with these laws could lead to
material penalties. The CRA, the Equal Credit Opportunity Act, the Fair Housing Act and other fair lending laws and
regulations impose nondiscriminatory lending requirements on financial institutions. The CRA requires the OCC, in
connection with its examination of a federally chartered savings association, to assess the institution’ s record of meeting
the credlt needs of 1ts communlty and to take such record into account in its evaluatlon of celtam erretnﬁst&nees—p}aee

msured by the F Dl( must publicly dlsclose their rating. As discussed in * Item 1. Busnness — Superv1s10n and Regulatlon —
Federal Banking Regulation — CRA and Fair Lending Laws,” in October 2023,the federal banking agencies issued a
joint final rule to revise the regulations implementing CRA. The Bank is considered a “ large bank ” under the final rule
and therefore will be evaluated under new lending,retail services and products,community development financing and
community development services tests in respect of our compliance with the statute and rule.The final rule also imposes
certain data reporting requirements that will apply to the Bank.As we prepare for implementation of the final rule,we
expect to incur increased compliance costs,and we may be exposed to compliance- related risks after the final rule has
been implemented in full.42The fair lending laws prohibit discrimination in the provision of banking services on the basis of
prohibited factors including,among others,race,color,national origin,gender,and religion. The enforcement of these laws has been
an increasing focus for the CFPB, Hb-the Department of Housing and Urban Development and other regulators.Under the
fair lending laws,we may be liable if our policies result in a disparate treatment of or have a disparate impact on a protected
class of applicants or borrowers and may also be subject to investigation by the DOJ.A successful challenge to our institution’ s
performance under the CRA or fair lending laws and regulations could result in a wide variety of sanctions,including the
required payment of damages and civil money penalties,injunctive relief,imposition of restriettons-on-mergers-restrictions on eur
mergers and acquisitions activity and restrlctlons on expansmn act1v1ty Prlvate partles may also have the ablllty to
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lmgdtlon Fedeldl Ie(’LIIdIOIS perlodlcally examine our busmess ,and we may be 1equned to lemedmte ad\ erse examination
findings.The FRB and the OCC periodically examine our business operations,including our sales practices,supervisory
procedures and internal controls,recordkeeping practices and financial position,to determine our compliance with applicable
laws and regulations and to protect the solvency and safety and soundness of our organization.If,as a result of an examination,a
federal banking agency were to determine that our financial condition,capital resources,asset quality,earnings
prospects,management,interest rate risk and liquidity or other aspects of any of our operations had become unsatisfactory,or that
we were in violation of any law or regulation,it may take a number of different remedial actions as it deems appropriate. These
actions include,among others,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 monetary penalties against our officers or directors,to 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.If we become subject to any regulatory
actions,it could have a material adverse effect on our business,results of operations,financial condition and growth prospects.The
FRB or OCC may require us to commit capital resources to support the Bank.As a matter of policy,the FRB expects a-bank
holding companies and unitary thrift holding eempany-companies to act as a source of financial and managerial strength for &
their subsidiary bankbanks and to commit resources to support such subsidiary bamdebanks . The Dodd- Frank Act codified the



FRB’ s policy on serving as a source of financial strength. As a result of the Bank’ s election to operate as a covered savings
association,Sterling Bancorp is treated as a bank holding company for most regulatory purposes;however,the source of
strength applies to Sterling Bancorp in any case. Under the source of strength doctrine,the FRB may require a unitary thrift
holding company to make-eapital-injeetions-make capital injections into a troubled subsidiary bank and may charge the
unitary thrift 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 bank are subordinate in right of payment to deposits and to certain other indebtedness of the subsidiary bank.
In the event of a unitary thrift’ 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
distributions—- - 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 and-- an enter-inte-adverse effect on our business, financial condition and results of operations. The
requlrement that we serve as a source of strength to our Bank may be exacerbated by occC requlrements to maintain
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funds to do so,which would further materially adversely affect our business,financial condition and results of operations.
38Reeent- 43Recent actions by the U.S. Gevernment-government regarding competition in the financial services and
technology sectors may adversely 1mpact OLll business. ©a-In July 9;-2021,an Executive Order on Promoting Competition in the
American Economy = was issued. Among other initiatives, the-this Executive Order (1) eneotrages
encouraged the federal banking agencies to review their current merger oversight practices under the Bank Holding Company
Act of 1956,as amended,and the Bank Merger Act and,within 180 days of the date of the Executive Order,adopt a plan for
revitalization of such practices;and (ii) direets-directed the CFPB to commence or continue a rulemaking to facilitate the
portability of consumer financial transaction data for the purpose of providing consumers with greater flexibility in switching
financial institutions and using innovative financial products.In addition,the Director of the CFPB has publicly sought a greater
role for the CFPB in the evaluation of proposed bank mergers. In addition,in December 2023,the Federal Trade Commission
and DOJ jointly issued the 2023 Draft Merger Guidelines,which represent a significant revision of the regulatory
framework for merger enforcement and are designed to address business markets and practices in the modern
economy,while also strengthening the agencies’ oversight of mergers that may violate the federal antitrust laws.The
federal banking agencies continue to deliberate on potential enhancements to the regulatory standards governing bank
mergers and acquisitions. Any enhanced regulatory scrutiny of bank mergers and acquisitions and the revision of the
framework for merger application review may adversely affect the marketplace for such transaettons-Any-sueh-transactions .
Any such enhanced scrutiny or new rules that possibly limit the size of financial institutions may adversely impact
certain strategic alternatives that may be available to us , including aequisition-possibly combining with a larger financial
institution. With regard to CFPB rulemaking activity addressing financial transaction data portability,in October
2023,the CFPB announced a proposed rule regarding personal financial data rights that is designed to promote data
portability and “ open banking.” The adoption of a final rule could result in increased volatility of consumer accounts
and expose the Company to additional operational,strategic,regulatory and compliance risks.Risks Related to
CompetitionStrong competition within our market areas or with respect to our products and pricing may limit our growth and
profitability.Competition in the banking and financial services industry is intense.In our market area,we compete with
commercial banks,savings institutions,mortgage brokerage firms,credit unions,finance companies,mutual funds,insurance
companies,brokerage and investment banking firms and unregulated or less regulated non- banking entities,operating locally and
elsewhere.Many of these competitors have substantially greater resources and higher lending limits than we have and offer
certain services that we do not or cannot provide.In addition,some of our competitors offer loans with lower interest rates on
more attractive terms than loans we offer and / or deposit accounts with higher interest rates than we offer .Competition
also makes it increasingly difficult and costly to attract and retain qualified employees.Our profitability depends upon our
continued ability to successfully compete in our market areas.If we must raise interest rates paid on deposits or lower interest
rates charged on our loans,our net interest margin and profitability could be adversely affected.Our strategy-for-ability to grow
in the future growthrelies in part on growth in the communities we serve and our ability to develop relationships in particular
locations,and we expect to continue to face strong competition from competitors in all of our markets.In addition,our
Competltors may seek to beneht trom the recent negdtlve pubhc1ty sunoundmg, our termination of the Advantage Loan Proudm

g If we fail to s&ﬁsfy—eﬂe-compete effectlvely agamst or-our
competitors me . we world-be-in-defanitundersuehnetes-and-may be required
unable to fepay—s*deh—debt—expand our market share in our ex1st1ng markets, and we may be unable to retain our existing
market share in key growth markets or in those markets in which we have traditionally had a strong presence. Failure to
protect our market share on a regional level or to grow our market share in key growth markets and product categories
could have a material adverse effect on our overall market share and on our profitability. Furthermore, we suspended




all residential loan originations in early 2023, though we may decide to resume originating residential real estate loans in
connection with eapital-from-our current strategic planning process.If we decide to proteetreenter the residential loan
origination market,the extenswe competition in this space w1ll make reentry more difficult,which may adversely affect

y 9%440111‘ modest size
mdkes it more dn‘hcult to compete w 1th other financial institutions, Wthh are generally larger and able to achieve economies of
scale and can more easily afford to invest in the marketing and technologies needed to attract and retain customers and to offer
better pricing for the type of products and services we provide.Because our principal source of income is the net interest income
we earn on our loans and investments after deducting interest paid on deposits and ether-other sources —Jnder-of funds, our
ability to generate the revenues needed to cover our expenses and finance such eireumstanees-investments is limited by
the size of our loan and investment portfolios. Accordingly , knewn-we are not always able to offer new products and
services as “disintermediation-quickly as our competitors.As a smaller institution , 2-eould-result-in-we are also
dlsproportlonately affected by the J:es}s—contmually mcreasmg costs of -fee—rﬂeeme—comphance w1th new bankmg and t-he

festl-l-ts—e—f—epefa-t—teﬁs— We are a community bdl]k and our reputatlon is c11tlcdl to the success of our business but may continue to
be affected by negative publicity.We are a community bank,and our reputation is one of the most valuable components of our
business. Reeentnegative-Negative publicity over the past four years regarding the Advantage Loan Program ,including our
criminal conviction for securities fraud pursuant to the terms of the Plea Agreement, has caused substantial damage to our
reputation in the communities we serve , and the outcome of the pending-government investigations may further damage our
reputation.Significant harm to our reputation can arise from various ether-other sources , including officer, director or
employee misconduct; actual or perceived unethical behavior; conflicts of eapital-interest;security breaches;litigation or
regulatory outcomes;compensation practices;failing to deliver minimum or required standards of service and quality;failing to
address customer and agency complaints;compliance failures;unauthorized release of personal,proprietary ,sensitive or
confidential information due to cyberattacks or otherwise;perception of our ESG envirenmental;soetal-and-governanee-practices
and disclosures;and the activities of our clients,customers and counterparties,including vendors.Actions by the financial services
industry generally or by institutions or individuals in the industry also can adversely affect our reputation indirectly,by
association.In addition,adverse publicity or negative information posted on social media,whether or not factually correct,may
affect our business prospects.All of these could adversely affect our growth,results of eperatier-operations and financial
condition. We must keep pace with technological change to remain competitive and introduce new products and
services.Financial products and services have become increasingly technologically driven.Our ability to meet the needs of our
customers competitively and introduce new products in a cost- efficient manner is dependent on the ability to keep pace with
technological advances,to invest in new technology as it becomes available,establish and implement adequate risk management
processes related to new technology and to obtain and maintain related essential personnel. Many of our competitors have already
implemented critical technologies and have greater resources to invest in technology than we do and may be better equipped to
market new technologically driven products and services.In addition ,we may not have the same ability to rapidly respond to
technological innovations as our competitors do. Furthermore, the introduction of new technologies and products by
financial technology companies and financial technology platforms, including the potential utilization of blockchain
technology to provide alternative high speed payment systems and the adoption of artificial intelligence, may adversely
affect our ability to obtain new customers and successfully grow our business. The increased demand for, and
availability of, alternative payment systems and currencies not only increases competition for such services, but has
created a more complex operating environment that, in certain cases, may require additional or different controls to
manage fraud, operational, legal and compliance risks. The financial services industry could become even more
competitive as a result of legislative and regulatory changes and continued consolidation. For example, in recent years,
the OCC has begun to accept applications from financial technology companies to become special purpose national
banks. The ability to keep pace with technological change is important, and the failure to do so, due to cost, proficiency
or otherwise, could have a material adverse impact on our business and therefore on our financial condition and results
of operations. 45Consumers may decide not to use banks to complete their financial transactions. Technology and other
changes are allowing parties to complete financial transactions through alternative methods that historically have
involved banks. For example, consumers can now maintain funds that would have historically been held as bank deposits
in brokerage accounts, mutual funds or general- purpose reloadable prepaid cards. Consumers can also complete
transactions, such as paying bills and / or transferring funds directly without the assistance of banks. Transactions
utilizing digital assets, including cryptocurrencies, stablecoins and other similar assets have increased substantially.
Certain characterlstlcs of digital asset transactlons, such as the speed with whlch such transactlons can be ava-r}ab-}e

ea-n—be—eeﬂd-uefed-t-he—abﬂ-r&y—te—tmnsdct w 1thout the inv olvement of 1e<’ulated mtelmedldnes dnd the dblllty to engage in
transactions across multiple jurisdictions are appealing to certain consumers,notwithstanding the various risks posed by such
transactions.Accordingly,digital asset service providers — which,at present,are not subject to the extensive regulation as
banking organizations and other financial institutions — have become active competitors for our customers’ banking business.
Further,the initiative by the CFPB to promote “ open and decentralized banking > through its proposal of a personal
financial data rights regulation could lead to greater competition for products and services among banks and nonbanks
alike. The process of eliminating banks as intermediaries,known as ““ disintermediation,” could result in the loss of fee income



and the loss of customer deposits and the related income generated from those deposits.The loss of these revenue streams and
the lower cost of deposits as a source of funds could have a material adverse effect on reasenable-terms-or-our at-al-financial
condition and results of operations . 450ther—- Other Risks Related to Our BusinessOur future success depends on our ability
to identify, attract and retain key employees and other qualified personnel. We have undergone significant effort to strategically
hire new employees and retain existing employees, while also continuing to explore exiting certain unproductive or ancillary
activities. However, we may not be successful in retaining our key employees, or replacing contract employees or departed
employees, and the unexpected loss of services of one or more of our officers or directors could have a material adverse effect
on our business because of their skills, knowledge of our market and financial products, years of industry experience and the
difficulty of finding qualified replacement personnel . Qur ability to successfully and strategically hire and retain
appropriate personnel is particularly critical to our ability to pursue and support the implementation of any new
strategic plan . We recognize that the banking industry is competitive and replacing executive officers and key employees may
be difficult and may take an extended period of time because of the limited number of individuals in our industry with the
breadth of skills and experience required to successfully manage, develop and grow in the banking industry. If we fail to identify
and develop or recruit successors, we are at risk of being harmed by the departures of key employees. We face risks related to
our operational, technological and organizational infrastructure. Our ability to grow and compete, including to develop and
deliver new products that meet the needs of our existing customers and attract new ones, is dependent on our ability to build or
acquire the necessary operational and technological infrastructure and to manage the cost of that infrastructure as we expand.
Our ability to run our business in compliance with applicable laws and regulations is also dependent on that infrastructure.
Operational risk can manifest itself in many ways, such as errors related to failed or inadequate processes, faulty or disabled
computer systems, fraud by employees or outside persons and exposure to external events, and we are dependent on our
operational infrastructure to help manage these risks. In addition, we are heavily dependent on the strength and capability of our
technology systems, which we use both to interface with our customers and to manage our internal financial records and other
systems. Any shortcomings in our technology systems subjects us to risk of misconduct by our employees that may go
undetected. We monitor our operational and technological capabilities and make modifications and improvements when we
believe it will be cost effective to do so. If we experience difficulties, fail to comply with banking regulations or keep up with
increasingly sophisticated technologies, our operations could be interrupted. If an interruption were to continue for a significant
period of time, our business, financial condition and results of operations could be adversely affected, perhaps materially. Even
if we are able to replace them, it may be at a higher cost to us, which could materially adversely affect our business, financial
condition and results of operations. Fhird-46Third - party vendors provide key components of our business infrastructure and
our technology framework, such as internet connections, network access and core application processing. While we have
selected these third - party vendors carefully in accordance with supervisory requirements, we do not control their actions. Any
problems caused by these third parties, including as a result of their not providing us their services for any reason or their
performing their services poorly, could adversely affect our ability to deliver products and services to our customers and
otherwise to conduct our business. Replacing these third - party vendors could also entail significant delay and expense. These
third- party vendors are also subject to the same cyber risks and other risks that we encounter. These third- party risks continue
to be an area of supervisory focus, so we will need to ensure the proper framework is in place to address them. If our enterprise
risk management framework is not effective at mitigating risk and loss to us, we could suffer unexpected losses and our results
of operations could be materially adversely affected. Our enterprise risk management framework seeks to achieve an appropriate
balance between risk and return, which is critical to optimizing shareholder value. We have established processes and
procedures intended to identify, measure, monitor, report and analyze the types of risk to which we are subject, including credit,
liquidity, operational, regulatory, compliance and reputational risks. However, as with any risk management framework, there
are inherent limitations to our risk management strategies as there may exist, or develop in the future, risks that we have not
appropriately anticipated or identified. If our risk management framework proves ineffective, we could suffer unexpected losses
and our business and results of operations could be materially adversely affected. 46We-We face significant operational risks
because the financial services business involves a high volume of transactions and increased reliance on technology, including
risk of loss related to cybersecurity or privacy breaches. We operate in diverse markets and rely on the ability of our employees
and systems to process a high number of transactions and to collect, process, transmit and store significant amounts of
confidential information regarding our customers, employees and others, as well as our own business, operations, plans and
strategies. Operational risk is the risk of loss resulting from our operations, including but not limited to, the risk of fraud by
employees or persons outside our eempany-Company , the execution of unauthorized transactions, errors relating to transaction
processing and technology, systems failures or interruptions, breaches of our internal control systems and compliance
requirements, and business continuation and disaster recovery. We face an increasing number of regulations and regulatory
scrutiny related to our information technology systems, and security or privacy breaches with respect to our data could result in
regulatory fines, reputational harm and customer losses, any of which would significantly impact our financial condition. As
cybersecurity threats are inherently difficult to predict and can take many forms, insurance coverage may not be available for
losses associated with cyberattacks or information security breaches, or where available, such losses may exceed insurance
limits. In addition, we may not be able to rely on indemnification or another source of third- party recovery in the event of a
breach of such functions. In addition, we outsource some of our data processing to certain third- party providers. If these third-
party providers encounter difficulties, including as a result of cyberattacks or information security breaches, or if we have
difficulty communicating with them, our ability to adequately process and account for transactions could be affected, and our
business operations could be materially and adversely affected. Althetngh-47Although we have implemented and intend to
continue to implement and enhance security technology and establish operational procedures to prevent such damage, there can
be no assurance that these security measures will be successful in deterring or mitigating the effects of every cyberthreat that we



face. In addition, advances in computer capabilities, new discoveries in the field of cryptography, quantum computing ,
artificial intelligence or other developments could result in a compromise or breach of the algorithms we and our third- party
service providers use to protect client transaction data, other customer data and employee data. Any successful eyberattack
eyber—attaelcor other information security breach involving the misappropriation, loss or other unauthorized disclosure of
sensitive or confidential customer information or that compromises our ability to function could severely damage our
reputation, erode confidence in the security of our systems, products and services, expose us to the risk of litigation and liability,
disrupt our operations and have a material adverse effect on our business. Any successful cyberattack eyber—attaelmay also
subject the Company to regulatory investigations, litigation or enforcement, or require the payment of regulatory fines or
penalties or undertaking costly remediation efforts with respect to third parties affected by a cybersecurity incident, all or any of
which could adversely affect the Company’ s business, financial condition or results of operations and damage its reputation.
Cyberattacks, including those targeting critical infrastructure sectors, have become more frequent and sophisticated . Risk
related to cybersecurity remains elevated as cyberattacks evolve and have a greater and more pervasive economic
impact . Critical infrastructure sectors, including financial services, increasingly have been the targets of cyberattacks, including
attacks emanating from foreign countries such as the attack on the information technology company SolarWinds, which affected
many Fortune 500 companies as well as U. S. government agencies. We have previously experienced cyberattacks on our
business, none of which have had a material effect on our business or operations, and expect to continue to be the target
of future cyberattacks. Cyberattacks involving large financial institutions, including distributed denial of service attacks
designed to disrupt external customer- facing services, nation state cyberattacks and ransomware attacks designed to deny
organizations access to key internal resources or systems or other critical data , and targeted social engineering and phishing
email and text message attacks designed to allow unauthorized persons to obtain access to an institution’ s information systems
and data or that of its customers , are becoming more common and increasingly sophisticated and can be difficult to prevent.
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’vﬁu-l-ﬂefabi-l-tttes-&ﬂd-ﬂsks—47-€&ﬁeﬁt—thredt trends have shown more SOphlSthdted Cyberattdcks on fmdncml systems throu;:hout
the United States, with an increase in business email compromises targeting executives . Reports of ransomware incidents
specifically have increased in recent years and information technology software supply chain attacks, including the-those
paststx-months-involving financial institutions, also have increased during this period, some of which have resulted in
temporary, but impactful, disruptions to the functioning of critical infrastructure sectors or the operations of specific
financial institutions. Threat actors are increasingly seeking to target vulnerabilities in software systems and weak
authentication controls used by large numbers of banking organizations to conduct malicious cyber activities. These
types of attacks have resulted in increased supply chain and third- party risk. In addition, cybersecurity risks for
financial institutions have evolved as a result of the use of new technologies, devices and delivery channels to transmit
data and conduct financial transactions . The adoptlon of new products as—serv1ces and delivery channels contribute to a
resuit-more complex operating environment which increases
operational risk and presents the potential for additional structural vulnerabllltles :Pheseéeve}epﬁwﬂts—have—&mphﬁed
existing-eeonomie-theertainty-As such,a single cyberattack is now able to compromise hundreds of organizations and have
impaeted-rates-affect a significant number of inflation-consumers.In addition , the ongoing and eerresponding-economie
eonditions;experieneed-aeross-widespread remote work environment that has resulted from the glebe-COVID- 19
pandemlc has subjected 1nst1tut10ns to addltlonal cybersecurlty vulnerablhtles and rlsks Fer—addrt-teﬁa-l—rnfefn&at-teﬁ—see—

our ﬂsleexposure to ﬂetheﬁ&feas—mest—netab-l—y—ew—cybersecunty risk. The U.S. Gevefﬁmeﬂt—government has Wdrned
institutions operating in critical sectors,such as the financial services sector,of the potential for Russia to engage in malicious
cyber activities in response to the international economic sanctions that have been imposed against the Russian government and
organizations and individuals within Russia.Institutions that provide critical services,including all members of the financial
sector such as the Company and the Bank-Bank eentintes-to-review-, have been encouraged by the Administration and the
federal banking agencies meﬂrteﬂts—ey%efseewrtyheeﬁtfe-}s—&ﬂd—pfeeesses—to enstre-eustomer-enhance cyber- defense
systems and eempany-take steps to further secure their data is-seettre-in anticipation of potential malicious cyber activity
by the Russian government or other Russian actors . Any-48Any successful cyberattack or other security breach involving
the misappropriation, loss , leak or other unauthorized disclosure of sensitive or confidential customer information or that
compromises our ability to function could severely damage our reputation, erode confidence in the security of our systems,
products and services, expose us to the risk of litigation and liability, disrupt our operations and have a material adverse effect on
our business. Any successful cyberattack may also subject us to regulatory investigations, litigation or enforcement, or require



the payment of regulatory fines or penalties or undertaking of costly remediation efforts with respect to third parties affected by
a cybersecurity incident, all or any of which could adversely affect our business, financial condition or results of operations and
damage its reputation. Additionally, any failure by us to communicate cyberattacks or other security breaches appropriately to
relevant parties could result in regulatory and reputational risk. Other potential attacks have attempted to obtain unauthorized
access to sensitive or confidential information or destroy data, often through the introduction of computer viruses or malware,
cyberattacks and other means. To date and to the best of our knowledge, none of these types of attacks have had a material effect
on our business or operations. Such security attacks can originate from a wide variety of sources, including persons who are
involved with organized crime or who may be linked to terrorist organizations or hostile foreign governments. Those same
parties may also attempt to fraudulently induce employees, customers or other users of our systems to disclose sensitive
information in order to gain access to our data or that of our customers or clients. We are also subject to the risk that our
employees may intercept and transmit unauthorized sensitive, confidential or proprietary information. An interception, misuse
or mishandling of personal , sensitive , confidential or proprietary information being sent to or received from a customer or third
party could result in legal liability, remediation costs, regulatory action and reputational harm. We have operational risk
associated with third- party vendors and other financial institutions. We rely upon certain third- party vendors to provide
products and services necessary to maintain our day- to- day operations. Accordingly, our operations are exposed to the risk that
these vendors might not perform in accordance with applicable contractual arrangements or service level agreements. The
failure of an external vendor to perform in accordance with applicable contractual arrangements or service level agreements
could be disruptive to our operations and could have a material adverse effect on our financial condition or results of operations
and / or damage our reputation. Further, third- party vendor risk management continues to be a point of regulatory emphasis. A
failure to follow applicable regulatory guidance in this area could expose us to regulatory sanctions. The commercial soundness
of many financial institutions may be closely interrelated as a result of credit, trading, execution of transactions or other
relationships between the institutions. As a result, concerns about, or a default or threatened default by, one institution could
lead to significant market- wide liquidity and credit problems, losses or defaults by other institutions. This risk is sometimes
referred to as ““ systemic risk ” and may adversely affect financial intermediaries, such as clearing agencies, clearing houses,
banks securities firms and exchanges with which we 1nteract ona dally basis, and therefore Could adversely affect us. -I-ﬂ
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on the accuracy and completeness of information provided by customers and counterparties. ln decrdlng 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 are accurate. 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 commercial clients. Our financial condition, results of operations, financial reporting and reputation could be
materially adversely affected if we rely on materially misleading, false, inaccurate or fraudulent information. We-49We could
be adversely affected by the soundness of other financial institutions and other third parties we rely on. Financial services
institutions are interrelated as a result of trading, clearing, counterparty or other relationships. We have exposure to many
different industries and counterparties, and routinely execute transactions with counterparties in the financial services industry,
including banks, brokers and dealers, investment banks and other institutional entities. Many of these transactions expose us to
credit risk in the event of a default by a counterparty or client. In addition, our credit risk may be exacerbated when our collateral
cannot be foreclosed upon or is liquidated at prices not sufficient to recover the full amount of the credit due. Adherence to our
internal policies and procedures by our employees is critical to our performance. Our internal policies and procedures are a
critical component of our corporate governance and, in some cases, compliance with applicable regulations. We adopt internal
policies and procedures to guide management and employees regarding the operation and conduct of our business. Any
deviation or non- adherence to these internal policies and procedures, such as the conduct leading to the termination of the
Advantage Loan Program, whether intentional or unintentional, could have a detrimental effect on our management, operations



or financial condition. We and our borrowers in our California communities may be adversely affected by earthquakes , floods
or other natural disasters, and our business continuity and disaster recovery plans may not adequately protect us from a serious
disaster. The majority of our branches are located in the San Francisco and Los Angeles, California metropolitan areas, which
in the past have experienced beth-severe earthquakes , floods and wildfires. We do not carry earthquake insurance on our
properties. Earthquakes, wildfires or other natural disasters could severely disrupt our operations, and have a material adverse
effect on our business, results of operations, financial condition and prospects. In addition, our customers and loan collateral
may be severely impacted by such events, resulting in losses. 49H-If a natural disaster, power outage or other event occurred
that prevented us from using all or a significant portion of our branches, that damaged critical infrastructure or that otherwise
disrupted operations, it may be difficult or, in certain cases, impossible, for us to continue our business for a substantial period
of time in the San Francisco and / or Los Angeles, California metropolitan arcas. The disaster recovery and business continuity
plan that we have in place currently is limited and is unlikely to prove adequate in the event of a serious disaster or similar
event. We may incur substantial expenses as a result of the limited nature of our disaster recovery and business continuity plans,
which, particularly when taken together with our lack of earthquake insurance, could have a material adverse effect on our
business. We are subject to ESG eﬂﬂfemﬂeﬂfa-l—seeta{-aﬂd-gevemaﬂee—rlsks that could adversely affect our reputation and the
market price of our securities. We are subject to a variety of risks arising from ESG matters. ESG matters include climate risk,
hiring practices, the diversity of our work force, and racial and social justice issues involving our personnel, customers and third
parties with whom we otherwise do business. Risks arising from ESG matters may adversely affect, among other things, our
reputation and the market price of our securities. We may be exposed to negative publicity based on the identity and activities of
those to whom we lend and with which we otherwise do business and the public’ s view of the approach and performance of our
customers and business partners with respect to ESG matters. Any such negative publicity could arise from adverse news
coverage in traditional media and could also spread through the use of social media platforms. Our relationships and reputation
with our existing and prospective customers and third parties with which we do business could be damaged if we were to
become the subject of any such negative publicity. This, in turn, could have an adverse effect on our ability to attract and retain
customers and employees and could have a negative impact on the market price for securities. Investors have begun to consider
the steps taken and resources allocated by financial institutions and other commercial organizations to address ESG matters
when making investment and operational decisions. Certain investors are beginning to incorporate the business risks of climate
change and the adequacy of companies’ responses to the risks posed by climate change and other ESG matters into their
investment theses. These shifts in investing priorities may result in adverse effects on the market price of our securities to the
extent that investors determine that the Company has not made sufficient progress on ESG matters. €limate-S0Climate change
and related legislative and regulatory initiatives may materially affect the Company’ s business and results of operations. The
current and anticipated effects of climate change are creating an increasing level of concern for the state of the global
environment. As a result, political and social attention to the issue of climate change has increased. In recent years, governments
across the world have entered into international agreements to attempt to reduce global temperatures, in part by limiting
greenhouse gas emissions. The U. S. Congress, state legislatures and federal and state regulatory agencies have continued to
propose and advance numerous legislative and regulatory initiatives seeking to mitigate the effects of climate change. Such
initiatives have been pursued with rigor under the current Administration. 5868-U . S. financial regulatory authorities recently
have sharpened their focus on the risks posed by climate change to the financial sector and the institutions within it. ©a-In
October 24;-2021, the Financial Stability Oversight Council “FS6€5-, whose members include the federal banking agencies
(including the OCC), published a report on climate- related financial risk. In that report the FS©€-Financial Stability
Oversight Council concluded, for the first time, that climate change represents an emerging and increasing threat to U. S.
financial stability. Accordingly, FS©€-Financial Stability Oversight Council has recommended that its member agencies
accelerate their existing efforts to further assess climate- related risks to financial stability, enhance financial institutions’
climate- related disclosure obligations, improve upon the availability of and access to actionable climate- related data for use in
measuring and assessing climate- related financial risk, and expand upon existing capacity and expertise to ensure that climate-
related financial risks are identified and managed properly. Further, es-in November 352021, the leadership of the OCC and
FRB announced their support for the Glasgow Declaration issued by the Network of Central Banks and Supervisors for
Greening the Financial System {the-“NGFS2>-, which is comprised of over 100 central banks and supervisors from across the
global financial system, in which the NGES-Network of Central Banks and Supervisors for Greening the Financial System
expressed its members’ commitment to improve the resilience of the financial system to climate- related and environmental risks
and set forth a number of targeted workstreams to be undertaken in the coming years in order to do so. Consistent with the
objectives outlined above, the leadership of each of the OCC, FRB and the U. S. Treasury Department has emphasized that
climate- related risks are faced by banking organizations of all types and sizes, specifically including physical and transition
risks; is in the process of enhancing supervisory expectations regarding banks’ risk management practices; and has indicated
increased expectations for larger financial institutions to measure, monrtor and manage chmate related rrsk as part of therr
enterprlse rrsk management processes In October h P i a
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in stress testing scenarios and systemic risk assessments, revising expectations for credit portfolio concentrations based on
climate- related factors, evaluating the impact of climate change on their borrowers, considering possible changes to
underwriting criteria to account for climate- related risks to mortgaged properties, incorporating climate- related financial risk
into their internal reporting and monitoring and escalation processes, planning for transition risk posed by the adjustments to a
low- carbon economy and investing in climate- related 1n1t1at1ves and lending to communmes dlsproportlonately 1mpacted by
the effects of clnnate change ; aSPe atter 0

To the extent that these nntlanves lead to the promulgatlon of new regulatlons or supervisory guidance apphcable to us, we
would expect to experience increased compliance costs and other compliance- related risks . In March 2024, the SEC adopted
a rule requiring registrants, such as the Company, to disclose climate- related information (including, among other
things, governance, strategy, risk mangement, climate- related goals and greenhouse gas emissions metrcis) in their
periodic reports. The new rules are extensive with multiple efftective dates based on the registrant’ s filing status, with
the first disclosures by the Comnpany likely due with its Annual Report on Form 10- K for fiscal year 2026. We are
beginning to evaluate the impact of the new rules, and we may incur increased costs in order to comply with them .
51The effects of climate change continue to create an alarming level of concern for the state of the global environment. As a
result, the global community has increased its political and social awareness surrounding the issue and have entered into
international agreements in an attempt to reduce global temperatures , such as the Paris Agreement, which the United States re-
joined as of February 49;-2021. Further, the U. S. Congress, state legislatures and federal and state regulatory agencies continue
to propose numerous initiatives to supplement the global effort to combat climate change. Similar initiatives are expected under
the current administration, including potentially increasing supervisory expectations with respect to banks’ risk management
practices, accounting for the effects of climate change in stress testing scenarios and systemic risk assessments, revising
expectations for credit portfolio concentrations based on climate- related factors and encouraging investment by banks in
climate- related initiatives and lending to communities disproportionately impacted by the effects of climate change. Such
measures may also result in the imposition of taxes and fees, the required purchase of emission credits and the implementation
of significant operational changes, each of which may require the Company to upend significant capital and incur compliance,
operating, maintenance and remediation costs. The lack of empirical data surrounding the credit and other financial risks posed
by climate change render it impossible to predict how specifically climate change may impact our financial condition and results
of operations; however, the physical effects of climate change may also directly impact and present certain unique risks to us.
Specifically, unpredictable and more frequent weather disasters may adversely impact the value of real property securing the
loans in our portfolios. Further, the effects of climate change may negatively impact regional and local economic activity, which
could lead to an adverse effect on our customers and impact our ability to raise and invest capital in potentially impacted
communities. Overall, climate change, its effects and the resulting, unknown impact could have a material adverse effect on our
financial condition and results of operations. Adverse conditions internationally could adversely affect our customers and
business. Many of our customers are recent immigrants or foreign nationals. U. S. and global economic policies, military
tensions, and unfavorable global economic conditions may adversely impact the economies in which our customers have family
or business ties. A significant deterioration of economic conditions internationally, and in Asia in particular, could expose us to,
among other things, economic and transfer risk, and we could experience an outflow of deposits by those of our customers with
connections to Asia. In addition, foreign currency restrictions, particularly on the movement of cash from abroad, could
adversely affect many of our customers, including with respect to their ability to repay loans. Adverse economic conditions
abroad, and in China or Taiwan in particular, may also negatively impact the profitability and liquidity of our customers with
ties to these regions. Changes in the valuation of our securities portfolio could hurt our profits and reduce our sharecholders’
equity. Our securities portfolio may be impacted by fluctuations in market value, potentially reducing accumulated other
comprehensive income (loss) and / or net income. Fluctuations in market value may be caused by changes in market interest
rates, lower market prices for securities and limited investor demand. Managementevaluates-At December 31, 2023, we owned
available for sale debt sccurities with a carrying value of $ 419. 2 million, which largely consisted of our positions in
obllgatlons of the U S. government and government- sponsored enterprlses. Our avallable for sale et-hef-—t-h&ﬂ-—temper&w
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which is a component of sharcholders’ equity by-the-ameunt-ofehange-. We evaluate our investment securities on at least a
quarterly basis, and more frequently when economic and market conditions warrant such an evaluation. For available
for sale debt securities in an unrealized loss position, we assess whether we intend to sell, or it is more likely than not that
we will be required to sell, the estimated-security before recovery of its amortized cost basis. If either of the criteria
regarding intent or requirement to sell is met, the security’ s amortized cost basis is written down to fair value through



income. Because of the-avatlable—changing economic and market conditions affecting issuers, we may be required to
record an allowance for -—sa-le—credlt losses related to these %ecuntles —net—ef—ta*es— Thls Deehﬂes—tn-m&rket—va-lue—eeul&

W W he at-could have a material
lmpact advefse—effeet—on our results of operatlons ﬂet—tﬁeeﬂae—aﬁd—eapﬁa-l—levels— 520ur crltlcal accountlng policies and
estimates, risk management processes and controls rely on analytical and forecasting techniques and models, management
judgments and assumptions about matters that are uncertain and may not accurately predict future events. Our accounting
policies and methods are fundamental to how we record and report our financial condition and results of operations. Our
management must exercise judgment in selecting and applying many of these accounting policies and methods, so they comply
with accounting principles generally accepted in the United States of America (“ U. S. GAAP ) and reflect management’ s
judgment of the most appropriate manner in which to report our financial condition and results of operations . In some cases,
management must select the accounting policy or method to apply from two or more alternatives, any of which may be
reasonable under the circumstances, yet which may result in our reporting materially different results than would have been
reported under a different alternative. Certain accounting policies are critical to presenting our financial condition and results of
operations. They require management to make difficult, subjective or complex judgment% about matters that are uncertain.
Materially different amounts could be reported under different conditions or using different assumptions or estimates. These
critical accounting policies include the allowance for leanrcredit losses ;legat-eontingenetes-andHitigation-aeeruals-and the fair
value of financial instruments. Because of the uncertainty of estimates involved in these matters, we may be required to
significantly increase the allowance for tear-credit losses or sustain tean-credit losses that are significantly higher than the
reserve-allowance for credit losses provided or reduce the carrying value of an asset measured at fair value. Any of these could
have a material adverse effect on our business, financial condition or results of operations. Our internal controls, disclosure
controls, processes and procedures and corporate governance policies and procedures are based in part on certain assumptions
and can provide only reasonable (not absolute) assurances that the objectives of the system are met. Any failure or
circumvention of our controls, processes and procedures or failure to comply with regulations related to controls, processes and
procedures could necessitate changes in those controls, processes and procedures, which may increase our compliance costs,
divert management attention from our business or subject us to regulatory actions and increased regulatory scrutiny. Any of
these Could have a material adverse effect on our business, ﬁnan01al condition or result% of 0perat10ns We-areno-longer-an

fepeft-rﬁg—eemp&mesé%—lhskb Rlsks Related to Governance Mattequhe Sehgman farnlly, dlrectly and through the famlly s
trusts, has influenced and has the ability to continue to influence our operations and to control the outcome of matters submitted
for shareholder approval and may have interests that differ from those of our other sharcholders. Scott J. Seligman and others of
his family were the original founders of the Bank, and Mr. Seligman has had a variety of senior roles and positions over the
course of many years. Prior to 2000, he served as a member of the Bank’ s board and as chief executive officer of the Bank.
After 2000 and through December 31, 2019, he served as a consulting director to the board of the Bank and retained the title of
vice president of the Company. In these roles, Mr. Seligman participated in the conduct of the affairs of the Bank and had a
significant influence over the Bank’ s operations. In addition, Mr. Seligman previously caused the Bank to engage in various
transactions with other Seligman- controlled businesses. Mr. Seligman resigned from his positions as consulting director to the
board of the Bank and as vice president of the Company , effective December 31, 2019. Trustees of the trusts established by and
for the benefit of Scott J. Seligman have voting and dispositive power over approximately 47 % of our common stock,
effectively giving such trusts and Mr. Seligman control over the outcome of the shareholder votes on most matters. The trustee
of the trusts created by Sandra Seligman has voting and dispositive power over approximately 18 % of our common stock, and
Seth Meltzer has voting and dispositive power, individually or through trust, over approximately 3 % of our common stock.
Minority stockholders, therefore, cannot decide the outcome of a stockholder vote without the support of any of Scott J.
Seligman, Sandra Seligman, and / or Seth Meltzer. €ertain-S3Certain provisions of our corporate governance documents and
Michigan law could discourage, delay or prevent a merger or acquisition at a premium price. Our second amended and restated
articles of incorporation contain provisions that may make the acquisition of our Company more difficult without the approval
of our board of directors. These include provisions that, among other things: @ permit the board to issue up to 10 million shares
of preferred stock, with any rights, preferences and privileges as they may determine (including the right to approve an
acquisition or other change in control); @ provide that the authorized number of directors may be fixed only by the board in
accordance with our second amended and restated bylaws; ® do not provide for cumulative voting rights (therefore allowing the
holders of a majority of the shares entitled to vote in any election of directors to elect all of the directors standing for election); e
provide that all vacancies and newly created directorships may be filled by the affirmative vote of at least 80 % of directors then
in office, even if less than a quorum; e prohibit removal of directors without cause; ® prohibit shareholders from calling special



meetings of shareholders; ® require unanimous consent for shareholders to take action by written consent without approval of
the action by our board; e provide that shareholders seeking to present proposals before a meeting of shareholders or to
nominate candidates for election as directors at a meeting of shareholders must provide advance notice in writing and also
comply with specified requirements related to the form and content of a shareholder’ s notice; ® require at least 80 %
supermajority shareholder approval to alter, amend or repeal certain provisions of our third amended and restated articles of
incorporation; and54—- and e require at least 80 % supermajority shareholder approval in order for shareholders to adopt,
amend or repeal certain provisions of our second amended and restated bylaws. These provisions may frustrate or prevent any
attempts by our shareholders to replace or remove our current management by making it more difficult for shareholders to
replace members of the board of directors, which is responsible for appointing members of our management. Any matters
requiring the approval of our shareholders will require the approval of the Seligman family and their trustees, which may have
interests that differ from those of our other shareholders. In addition, the 2017 Omnibus Equity Incentive Plan and the 2020
Omnibus Equity Incentive Plan each provide that restricted stock awards become fully vested in the event of a change in control
and permit the board of directors or a committee thereof to accelerate, vest or cause the restrictions to lapse with respect to other
outstdndmg, awards mcludum stock optlons in the ev ent 01‘ or 1mmedldtely prior to, a chans,e in control. Such Ve%tlllL or




