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Our	operations	and	financial	results	are	subject	to	various	risks	and	uncertainties	that	could	adversely	affect	our	financial
position,	results	of	operations	and	cash	flows.	The	risks	described	below	should	carefully	be	considered	together	with	the	other
information	contained	in	this	report.	Risks	Related	to	Lending	Activities.	We	originate	commercial	and	multi-	family	real	estate,
commercial	and	industrial,	and	construction	and	land	development	loans,	which	involve	credit	risks	that	could	adversely	affect
our	financial	condition	and	results	of	operations.	At	December	31,	2022	2023	,	commercial	real	estate	loans	totaled	$	111	123	.
4	6	million,	or	32.	8	7	%	of	our	loan	portfolio,	commercial	and	industrial	loans	totaled	$	25	16	.	7	9	million,	or	7	4	.	6	5	%	of	our
loan	portfolio,	construction	and	land	development	loans	totaled	$	27	55	.	9	5	million,	or	8	14	.	2	7	%	of	our	loan	portfolio	and
multi-	family	loans	totaled	$	24	19	.	6	1	million,	or	7	5	.	2	1	%	of	our	loan	portfolio.	Given	their	larger	balances	and	the
complexity	of	the	underlying	collateral,	commercial	and	multi-	family	real	estate,	construction	and	land	development	loans,	and
commercial	and	industrial	loans	generally	have	more	risk	than	the	one-	to-	four	family	residential	real	estate	loans	we	originate.
Because	the	repayment	of	commercial	real	estate	and	commercial	and	industrial	loans	depends	on	the	successful	management
and	operation	of	the	borrower’	s	properties	or	related	businesses,	repayment	of	such	loans	can	be	affected	by	adverse	conditions
in	the	local	real	estate	market	or	economy.	Because	construction	and	development	loans	rely	on	the	demand	for	lots	and
housing,	the	ability	of	developers	to	repay	loans	can	be	impacted	by	the	economy’	s	impact	on	consumers.	A	downturn	in	the
real	estate	market	or	the	local	economy	could	adversely	impact	the	value	of	properties	securing	the	loan	or	the	revenues	from
the	borrower’	s	business,	thereby	increasing	the	risk	of	nonperforming	loans.	Further,	unlike	residential	mortgage	loans,
commercial	and	industrial	loans	may	be	secured	by	collateral	other	than	real	estate,	such	as	inventory	and	accounts	receivable,
the	value	of	which	may	depreciate	over	time,	may	be	more	difficult	to	appraise	and	may	be	more	susceptible	to	fluctuation	in
value	at	default.	A	downturn	in	the	economy	may	also	impact	landlords’	ability	to	retain	and	find	new	tenants	in	non-	owner-
occupied	real	estate	properties.	In	addition,	the	physical	condition	of	non-	owner-	occupied	properties	may	be	below	that	of
owner-	occupied	properties	due	to	lax	property	maintenance	standards,	which	have	a	negative	impact	on	the	value	of	the
collateral	properties.	As	our	commercial	and	multi-	family	real	estate	and	commercial	and	industrial	loan	portfolios	increase,	the
corresponding	risks	and	potential	for	losses	from	these	loans	may	also	increase.	Our	business	may	be	adversely	affected	by
credit	risk	associated	with	residential	property.	At	December	31,	2022	2023	,	$	136	148	.	4	5	million,	or	40	39	.	2	3	%,	of	our
total	loan	portfolio,	was	secured	by	one-	to-	four	family	residential	real	estate.	One-	to-	four	family	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.	A	decline	in	residential	real	estate	values	as	a	result	of	a
downturn	in	the	Pennsylvania	housing	market	could	reduce	the	value	of	the	real	estate	collateral	securing	these	types	of	loans.
As	a	result,	we	have	increased	risk	that	we	could	incur	losses	if	borrowers	default	on	their	loans	because	we	may	be	unable	to
recover	all	or	part	of	the	defaulted	loans	by	selling	the	real	estate	collateral.	In	addition,	if	borrowers	sell	their	homes,	they	may
be	unable	to	repay	their	loans	in	full	from	the	sale	proceeds.	For	these	reasons,	we	may	experience	higher	rates	of	delinquencies,
defaults	and	losses	on	our	residential	mortgage	loans.	We	have	a	significant	number	of	loans	secured	by	real	estate,	and	a
downturn	in	the	local	real	estate	market	could	negatively	impact	our	profitability.	We	have	a	significant	volume	of	loans	secured
by	real	estate,	and	a	downturn	in	the	local	real	estate	market	could	negatively	impact	our	profitability.	At	December	31,	2022
2023	,	approximately	$	312	357	.	7	8	million,	or	92	94	.	1	6	%,	of	our	total	loan	portfolio,	was	secured	by	real	estate,	most	of
which	is	located	in	our	primary	lending	market	areas.	Future	declines	in	the	real	estate	values	in	our	primary	lending	markets
and	surrounding	markets	as	a	result	of	the	economic	downturn	could	significantly	impair	the	value	of	the	particular	collateral
securing	our	loans	and	our	ability	to	sell	the	collateral	upon	foreclosure	for	an	amount	necessary	to	satisfy	the	borrower’	s
obligations	to	us.	This	could	require	increasing	our	allowance	for	loan	credit	losses	to	address	the	decrease	in	the	value	of	the
real	estate	securing	our	loans,	which	could	have	a	material	adverse	effect	on	our	business,	financial	condition,	results	of
operations	and	growth	prospects.	Unlike	larger	financial	institutions	that	are	more	geographically	diversified,	our	profitability
depends	primarily	on	the	general	economic	conditions	in	our	primary	market	areas.	Local	economic	conditions	have	a
significant	impact	on	our	residential	real	estate,	commercial	real	estate,	construction,	commercial	and	industrial	and	consumer
lending,	including,	the	ability	of	borrowers	to	repay	these	loans	and	the	value	of	the	collateral	securing	these	loans.
Deterioration	in	economic	conditions	in	our	primary	market	areas	could	result	in	the	following	consequences,	any	of	which
could	have	a	material	adverse	effect	on	our	business,	financial	condition,	liquidity	and	results	of	operations:	•	demand	for	our
products	and	services	may	decrease;	•	loan	delinquencies,	problem	assets	and	foreclosures	may	increase;	•	collateral	for	loans,
especially	real	estate,	may	decline	in	value,	thereby	reducing	customers'	future	borrowing	power,	and	reducing	the	value	of	the
assets	and	collateral	associated	with	existing	loans;	•	the	value	of	our	securities	portfolio	may	decrease;	and	•	the	net	worth	and
liquidity	of	loan	guarantors	may	decrease,	thereby	impairing	their	ability	to	honor	commitments	made	to	us.	Moreover,	a
significant	decline	in	general	economic	conditions,	caused	by	inflation,	acts	of	terrorism,	an	outbreak	of	hostilities	or	other
international	or	domestic	calamities	or	other	factors	beyond	our	control	could	further	impact	these	local	economic	conditions
and	could	further	negatively	affect	our	financial	performance.	In	addition,	deflationary	pressures,	while	possibly	lowering	our
operating	costs,	could	have	a	significant	negative	effect	on	our	borrowers,	especially	our	business	borrowers,	and	the	values	of
underlying	collateral	securing	loans,	which	could	negatively	affect	our	financial	performance.	If	our	allowance	for	loan	credit
losses	is	not	sufficient	to	cover	actual	loan	losses,	our	earnings	could	decrease.	In	originating	loans	there	is	a	substantial
likelihood	that	we	will	experience	credit	losses.	The	risk	of	loss	will	vary	with,	among	other	things,	general	economic



conditions,	the	type	of	loan,	the	creditworthiness	of	the	borrower	over	the	term	of	the	loan	that	represents	management’	s	best
estimate	of	probable	losses	within	the	existing	portfolio	of	loans.	We	make	various	assumptions	and	judgments	about	the
collectability	of	our	loan	portfolio,	including	the	creditworthiness	of	borrowers	and	the	value	of	the	real	estate	and	other	assets
serving	as	collateral	for	the	repayment	of	loans.	In	determining	the	adequacy	of	the	allowance	for	loan	credit	losses,	we	rely	on
our	experience	and	our	evaluation	of	economic	conditions.	If	our	assumptions	prove	to	be	incorrect,	our	allowance	for	loan
credit	losses	may	not	be	sufficient	to	cover	losses	inherent	in	our	loan	portfolio	and	adjustment	may	be	necessary	to	allow	for
different	economic	conditions	or	adverse	developments	in	our	loan	portfolio.	Consequently,	a	problem	with	one	or	more	loans
could	require	us	to	significantly	increase	the	level	of	our	provision	for	loan	credit	losses.	In	addition,	federal	regulators
periodically	review	our	allowance	for	loan	credit	losses	and	as	a	result	of	such	reviews,	we	may	have	to	adjust	our	allowance
for	loan	credit	losses	or	recognize	further	loan	charge-	offs.	However,	regulatory	agencies	are	not	directly	involved	in	the
process	of	establishing	the	allowance	for	loan	credit	losses,	as	the	process	is	our	responsibility	and	any	adjustment	of	the
allowance	is	the	responsibility	of	management.	Material	additions	to	the	allowance	would	materially	decrease	our	net	income	.
Effective	January	1,	2023,	we	will	adopt	the	Current	Expedited	Credit	Loss	("	CECL")	standard	for	determining	the	amount	of
our	allowance	for	credit	losses	which	we	expect	will	increase	our	allowance	for	loan	and	lease	losses	and	cause	our	historic
allowance	for	loan	and	lease	losses	not	to	be	indicative	of	how	we	will	maintain	our	allowance	for	credit	losses	going	forward.
The	Company	is	estimating	an	overall	increase	in	its	allowance	for	credit	losses	ranging	from	$	67,	000	to	$	408,	000,	or	an
allowance	for	credit	losses	to	total	loans	of	between	1.	30	%	and	1.	40	%	as	of	December	31,	2022.	The	adoption	of	this	standard
on	January	1,	2023,	will	be	recognized	as	a	cumulative	effect	adjustment	to	the	January	1,	2023	retained	earnings	balance.	There
is	no	impact	on	the	Company'	s	available	for	sale	securities	or	other	instruments	.	The	CECL	standard	became	effective	for	the
Bank	on	January	1,	2023.	Under	CECL,	the	allowance	for	credit	loss	losses	is	an	estimate	of	the	expected	credit	losses	on
financial	assets	measured	at	amortized	cost,	which	is	measured	using	relevant	information	about	past	events,	including	historical
credit	loss	experience	on	financial	assets	with	similar	risk	characteristics,	current	conditions,	and	reasonable	and	supportable
forecasts	that	affect	the	collectability	of	the	remaining	cash	flows	over	the	contractual	term	of	the	financial	assets.	Changes	in
economic	forecasts,	loan	portfolio	composition	and	credit	quality,	changes	in	model	assumptions	and	other	factors	will	influence
the	CECL	outcomes	and	the	resulting	calculation	of	our	allowance	for	credit	losses.	This	will	change	the	current	method	of
providing	allowances	for	credit	losses	that	are	incurred	or	probable,	which	would	likely	require	us	to	increase	our	allowance	for
credit	losses,	and	to	greatly	increase	the	types	of	data	we	will	need	to	collect	and	review	to	determine	the	appropriate	level	of	the
allowance	for	credit	losses.	We	anticipate	that	if	there	is	an	onset	of	economic	distress	that	management	believes	is	likely	to
materially	increase	our	non-	performing	loans,	CECL	will	likely	have	the	effect	of	causing	management	to	accelerate	the
increase	in	our	allowance	for	credit	losses,	as	compared	to	our	prior	loan	loss	methodology.	Liquidity,	primarily	through
deposits,	in	essential	to	our	business	model	and	a	lack	of	liquidity,	or	an	increase	in	the	cost	of	liquidity	could	materially	impair
our	ability	to	fund	our	operations	and	jeopardize	our	results	of	operation,	financial	condition	and	cash	flows.	Liquidity
represents	an	institution’	s	ability	to	provide	funds	to	satisfy	demands	from	depositors,	borrowers	and	other	creditors	by	either
converting	assets	into	cash	or	accessing	new	or	existing	sources	of	incremental	funds.	Liquidity	risk	arises	from	the	possibility
that	we	may	be	unable	to	satisfy	current	or	future	funding	requirements	and	needs.	Deposit	levels	may	be	affected	by	several
factors,	including	rates	paid	by	competitors,	general	interest	rate	levels,	returns	available	to	customers	on	alternative
investments,	customers	seeking	to	maximize	deposit	insurance	by	limiting	their	deposits	at	a	single	financial	institution	to	$	250,
000,	general	economic	and	market	conditions	and	other	factors.	Loan	repayments	are	a	relatively	stable	source	of	funds	but	are
subject	to	the	borrowers’	ability	to	repay	loans,	which	can	be	adversely	affected	by	a	number	of	factors	including	changes	in
general	economic	conditions,	adverse	trends	or	events	affecting	business	industry	groups	or	specific	businesses,	declines	in	real
estate	values	or	markets,	business	closings	or	lay-	offs,	inclement	weather,	natural	disasters	and	other	factors.	Furthermore,
loans	generally	are	not	readily	convertible	to	cash.	From	time	to	time,	if	deposits	and	loan	payments	are	not	sufficient	to	meet
our	needs,	we	may	be	required	to	rely	on	secondary	sources	of	liquidity	to	meet	growth	in	loans,	deposit	withdrawal	demands	or
otherwise	fund	operations.	Such	secondary	sources	include	FHLB	advances,	brokered	deposits,	secured	and	unsecured	federal
funds	lines	of	credit	from	correspondent	banks,	Federal	Reserve	borrowings	and	/	or	accessing	the	equity	or	debt	capital
markets.	The	availability	of	these	secondary	funding	sources	is	subject	to	broad	economic	conditions,	to	regulation	and	to
investor	assessment	of	our	financial	strength	and,	as	such,	the	cost	of	funds	may	fluctuate	significantly	and	/	or	the	availability
of	such	funds	may	be	restricted,	thus	impacting	our	net	interest	income,	our	immediate	liquidity	and	/	or	our	access	to	additional
liquidity.	Additionally,	if	we	fail	to	remain	“	well-	capitalized	”	our	ability	to	utilize	brokered	deposits	may	be	restricted.	We
have	somewhat	similar	risks	to	the	extent	high	balance	core	deposits	exceed	the	amount	of	deposit	insurance	coverage	available.
We	anticipate	we	will	continue	to	rely	primarily	on	deposits,	loan	repayments,	and	cash	flows	from	our	investment	securities	to
provide	liquidity.	Additionally,	when	necessary,	the	secondary	sources	of	borrowed	funds	described	above	will	be	used	to
augment	our	primary	funding	sources	.	In	March	2023,	the	Federal	Reserve	announced	the	creation	of	a	new	Bank	Term
Funding	Program	in	an	effort	to	minimize	the	need	for	banks	to	sell	securities	at	a	loss	in	times	of	stress.	We	may	use	the	Bank
Term	Funding	Program	on	an	as	needed	basis	.	An	inability	to	maintain	or	raise	funds	(including	the	inability	to	access
secondary	funding	sources)	in	amounts	necessary	to	meet	our	liquidity	needs	would	have	a	substantial	negative	effect,
individually	or	collectively,	on	our	liquidity.	Our	access	to	funding	sources	in	amounts	adequate	to	finance	our	activities,	or	on
terms	attractive	to	us,	could	be	impaired	by	factors	that	affect	us	specifically	or	the	financial	services	industry	in	general.	For
example,	factors	that	could	detrimentally	impact	our	access	to	liquidity	sources	include	our	financial	results,	a	decrease	in	the
level	of	our	business	activity	due	to	a	market	downturn	or	adverse	regulatory	action	against	us,	a	reduction	in	our	credit	rating,
any	damage	to	our	reputation,	counterparty	availability,	changes	in	the	activities	of	our	business	partners,	changes	affecting	our
loan	portfolio	or	other	assets,	or	any	other	event	that	could	cause	a	decrease	in	depositor	or	investor	confidence	in	our
creditworthiness	and	business.	Those	factors	may	lead	to	depositors	withdrawing	their	deposits	or	creditors	limiting	our



borrowings.	Our	access	to	liquidity	could	also	be	impaired	by	factors	that	are	not	specific	to	us,	such	as	general	business
conditions,	interest	rate	fluctuations,	severe	volatility	or	disruption	of	the	financial	markets,	bank	closures	or	negative	views	and
expectations	about	the	prospects	for	the	financial	services	industry	as	a	whole,	or	legal,	regulatory,	accounting,	and	tax
environments	governing	our	funding	transactions.	In	addition,	our	ability	to	raise	funds	is	strongly	affected	by	the	general	state
of	the	U.	S.	and	world	economies	and	financial	markets	as	well	as	the	policies	and	capabilities	of	the	U.	S.	government	and	its
agencies,	and	may	remain	or	become	increasingly	difficult	due	to	economic	and	other	factors	beyond	our	control.	Any	such
event	or	failure	to	manage	our	liquidity	effectively	could	affect	our	competitive	position,	increase	our	borrowing	costs	and	the
interest	rates	we	pay	on	deposits,	limit	our	access	to	the	capital	markets	and	have	a	material	adverse	effect	on	our	results	of
operations	or	financial	condition.	Risks	Related	to	Our	Business	Strategy.	Our	business	strategy	includes	growth,	and	our
financial	condition	and	results	of	operations	could	be	negatively	affected	if	we	fail	to	grow	or	fail	to	manage	our	growth
effectively.	Growing	our	operations	could	also	cause	our	expenses	to	increase	faster	than	our	revenues.	Our	business	strategy
includes	growth	in	assets,	deposits	and	the	scale	of	our	operations.	Achieving	such	growth	will	require	us	to	attract	customers
that	currently	bank	at	other	financial	institutions	in	our	market	area.	Our	ability	to	successfully	grow	will	depend	on	a	variety	of
factors,	including	our	ability	to	attract	and	retain	experienced	bankers,	the	continued	availability	of	desirable	business
opportunities,	competition	from	other	financial	institutions	in	our	market	area	and	our	ability	to	manage	our	growth.	Growth
opportunities	may	not	be	available	or	we	may	not	be	able	to	manage	our	growth	successfully.	If	we	do	not	manage	our	growth
effectively,	our	financial	condition	and	operating	results	could	be	negatively	affected.	Furthermore,	there	can	be	considerable
costs	involved	in	opening	branches	and	expanding	lending	capacity	that	generally	require	a	period	of	time	to	generate	the
necessary	revenues	to	offset	their	costs,	especially	in	areas	in	which	we	do	not	have	an	established	presence.	Accordingly,	any
such	business	expansion,	if	done	without	proper	due	diligence	and	consideration	of	unexpected	outcomes,	could	be	expected	to
negatively	impact	our	earnings	for	some	period	of	time	until	certain	economies	of	scale	are	reached.	Our	expenses	could	be
further	increased	if	we	encounter	delays	in	the	opening	of	new	branches.	We	depend	on	our	management	team	and	other	key
personnel	to	implement	our	business	strategy	and	execute	successful	operations	and	we	could	be	harmed	by	the	loss	of	their
services.	We	are	dependent	upon	the	services	of	the	members	of	our	senior	management	team	who	direct	our	strategy	and
operations.	Members	of	our	senior	management	team,	or	lending	personnel	who	possess	expertise	in	our	markets	and	key
business	relationships,	could	be	difficult	to	replace.	Competition	for	employees	is	intense,	and	the	process	of	locating	key
personnel	with	the	combination	of	skills	and	attributes	required	to	execute	our	business	strategy	may	be	lengthy.	In	2021,	there
has	been	a	dramatic	increase	in	workers	leaving	their	positions	throughout	our	industry	(and	other	industries)	that	is	being
referred	to	as	the"	great	resignation,"	and	the	market	to	build,	retain	and	replace	talent	has	become	even	more	highly
competitive.	Our	loss	of	these	persons,	or	our	inability	to	hire	additional	qualified	personnel,	or	the	cost	of	replacing	such
personnel,	could	impact	our	ability	to	implement	our	business	strategy	and	could	have	a	material	adverse	effect	on	our	results	of
operations	and	our	ability	to	compete	in	our	markets.	We	currently	have	a	comprehensive	succession	plan	in	place	for	key
members	of	our	senior	management	team.	Risks	Related	to	Economic	Conditions.	Future	changes	in	interest	rates	could	reduce
our	profits	and	asset	values.	Net	income	is	the	amount	by	which	net	interest	income	and	non-	interest	income	exceeds	non-
interest	expense,	provision	for	loan	credit	losses,	and	taxes.	Net	interest	income	makes	up	a	majority	of	our	income	and	is	based
on	the	difference	between:	•	the	interest	income	we	earn	on	interest-	earning	assets,	such	as	loans	and	securities;	and	•	the
interest	expense	we	pay	on	interest-	bearing	liabilities,	such	as	deposits	and	borrowings.	The	rates	we	earn	on	our	assets	and	the
rates	we	pay	on	our	liabilities	are	generally	fixed	for	a	contractual	period	of	time.	Like	many	savings	institutions,	our	liabilities
generally	have	shorter	contractual	maturities	than	our	assets.	This	imbalance	can	create	significant	earnings	volatility	because
market	interest	rates	change	over	time.	In	a	period	of	rising	interest	rates,	the	interest	income	we	earn	on	our	assets	may	not
increase	as	rapidly	as	the	interest	we	pay	on	our	liabilities.	In	a	period	of	declining	interest	rates,	the	interest	income	we	earn	on
our	assets	may	decrease	more	rapidly	than	the	interest	we	pay	on	our	liabilities,	as	borrowers	prepay	mortgage	loans,	and
mortgage-	backed	securities	and	callable	investment	securities	are	called,	requiring	us	to	reinvest	those	cash	flows	at	lower
interest	rates.	In	addition,	changes	in	interest	rates	can	affect	the	average	life	of	loans	and	mortgage-	backed	and	related
securities.	A	decline	in	interest	rates	results	in	increased	prepayments	of	loans	and	mortgage-	backed	and	related	securities	as
borrowers	refinance	their	debt	to	reduce	their	borrowing	costs.	This	creates	reinvestment	risk,	which	is	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.
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	a	financial	institution’	s	net	interest	margin	and	create	financial	risk	for	financial
institutions	who	originate	longer-	term,	fixed	rate	mortgage	loans.	Any	substantial,	unexpected,	prolonged	change	in	market
interest	rates	could	have	a	material	adverse	effect	on	our	financial	condition,	liquidity	and	results	of	operations.	Changes	in	the
level	of	interest	rates	also	may	negatively	affect	the	value	of	our	assets	and	ultimately	affect	our	earnings.	Inflation	may	have	an
adverse	impact	on	our	business	and	on	our	customers.	Inflation	risk	is	the	risk	that	the	value	of	assets	or	income	from
investments	will	be	worth	less	in	the	future	as	inflation	decreases	the	value	of	money.	Recently,	there	have	been	market
indicators	of	a	pronounced	rise	in	inflation	and	the	Federal	Reserve	Board	has	raised	certain	benchmark	interest	rates	in	an	effort
to	combat	inflation.	The	Federal	Reserve	Board	has	signaled	that	further	increases	may	be	necessary	to	control	inflation.	As
inflation	increases,	the	value	of	our	investment	securities,	particularly	those	with	longer	maturities,	would	decrease,	although
this	effect	can	be	less	pronounced	for	floating	rate	instruments.	In	addition,	inflation	increases	the	cost	of	goods	and	services	we
use	in	our	business	operations,	which	increases	our	noninterest	expenses.	Furthermore,	our	customers	are	also	affected	by
inflation	and	the	rising	costs	of	goods	and	services	used	in	their	households	and	businesses,	which	could	have	a	negative	impact
on	their	ability	to	repay	their	loans	with	us.	Risks	Related	to	Competitive	Markets.	Strong	competition	within	our	market	areas
may	limit	our	growth	and	profitability.	Competition	in	the	banking	and	financial	services	industry	is	intense	and	we	experience



strong	competition	from	many	other	financial	institutions	as	well	as	financial	technology	companies	(“	fintechs	”).	In	our	market
area,	we	compete	with	commercial	banks,	savings	institutions,	mortgage	brokerage	firms,	credit	unions,	finance	companies,
mutual	funds,	insurance	companies,	and	brokerage	and	investment	banking	firms	and	unregulated	or	less	regulated	non-	banking
entities,	operating	locally	and	elsewhere.	Because	technology	and	other	changes	have	lowered	barriers	to	entry	and	made	it
possible	for	non-	banks	to	offer	products	and	services	traditionally	provided	by	banks,	we	also	compete	with	fintechs	seeking	to
disrupt	conventional	banking	markets.	In	particular,	the	activity	of	fintechs	has	grown	significantly	over	recent	years	and	is
expected	to	continue	to	grow.	Fintechs	have	and	may	continue	to	offer	bank	or	bank-	like	products	and	a	number	of	fintechs
have	applied	for	bank	or	industrial	loan	charters.	In	addition,	other	fintechs	have	partnered	with	existing	banks	to	allow	them	to
offer	deposit	products	to	their	customers.	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.	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	area.	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.	The	financial	services	industry	could	become	even	more	competitive	as	a	result	of
new	legislative,	regulatory	and	technological	changes	and	continued	consolidation.	Banks,	securities	firms	and	insurance
companies	can	merge	under	the	umbrella	of	a	financial	holding	company,	which	can	offer	virtually	any	type	of	financial	service,
including	banking,	securities	underwriting,	insurance	(both	agency	and	underwriting)	and	merchant	banking.	Also,	technology
has	lowered	barriers	to	entry	and	made	it	possible	for	non-	banks	to	offer	products	and	services	traditionally	provided	by	banks,
such	as	automatic	transfer	and	automatic	payment	systems.	Many	of	our	competitors	have	fewer	regulatory	constraints	and	may
have	lower	cost	structures.	Additionally,	due	to	their	size,	many	competitors	may	be	able	to	achieve	economies	of	scale	and,	as	a
result,	may	offer	a	broader	range	of	products	and	services	as	well	as	better	pricing	for	those	products	and	services	than	we	can.
We	expect	competition	to	increase	in	the	future	as	a	result	of	legislative,	regulatory	and	technological	changes	and	the
continuing	trend	of	consolidation	in	the	financial	services	industry.	Our	asset	size	makes	it	more	difficult	for	us	to	compete.	Our
asset	size	makes	it	more	difficult	to	compete	with	other	financial	institutions	that	are	larger	and	can	more	easily	afford	to	invest
in	the	marketing	and	technologies	needed	to	attract	and	retain	customers.	Our	ability	to	diversify	economic	risks	is	limited	by
our	own	local	markets	and	economies.	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	other	sources	of	funds,	our	ability	to	generate	the	revenues	needed
to	cover	our	expenses	and	finance	such	investments	is	limited	by	the	size	of	our	loan	and	investment	portfolios.	Accordingly,	we
are	not	always	able	to	offer	new	products	and	services	as	quickly	as	our	competitors.	In	addition,	our	smaller	customer	base	may
make	it	difficult	to	generate	meaningful	non-	interest	income	from	such	activities	as	securities	and	insurance	brokerage.	Finally,
compared	to	larger	institution,	we	are	disproportionately	affected	by	the	continually	increasing	costs	of	compliance	with	new
banking	and	other	regulations.	Risks	Related	to	Laws	and	Regulations.	We	may	be	materially	and	adversely	affected	by	the
highly	regulated	environment	in	which	we	operate.	The	Bank	is	subject	to	extensive	regulation,	supervision	and	examination	by
the	OCC,	and	the	Company	is	subject	to	extensive	regulation,	supervision	and	examination	by	the	Federal	Reserve	Board.	Such
supervision	and	regulation	governs	the	activities	in	which	an	institution	and	its	holding	company	may	engage	and	are	intended
primarily	for	the	protection	of	the	federal	deposit	insurance	fund	and	the	depositors	and	borrowers	of	the	Bank,	rather	than	for
our	stockholders.	Regulatory	authorities	have	extensive	discretion	in	their	supervisory	and	enforcement	activities,	including	the
imposition	of	restrictions	on	our	operations,	the	classification	of	our	assets	and	determination	of	the	level	of	our	allowance	for
loan	credit	losses.	These	regulations,	along	with	existing	tax,	accounting,	securities,	insurance	and	monetary	laws,	rules,
standards,	policies,	and	interpretations,	control	the	methods	by	which	financial	institutions	conduct	business,	implement
strategic	initiatives	and	tax	compliance,	and	govern	financial	reporting	and	disclosures.	Any	change	in	such	regulation	and
oversight,	whether	in	the	form	of	regulatory	policy,	regulations,	legislation	or	supervisory	action,	may	have	a	material	impact	on
our	operations.	Further,	changes	in	accounting	standards	can	be	both	difficult	to	predict	and	involve	judgment	and	discretion	in
their	interpretation	by	us	and	our	independent	accounting	firms.	These	changes	could	materially	impact,	potentially	even
retroactively,	how	we	report	our	financial	condition	and	results	of	operations.	Uncertainty	exists	with	regard	to	regulation	of
holding	companies	of	covered	savings	associations.	Effective	July	1,	2019,	the	Bank	qualified	as	a	“	covered	savings	association
”	and	elected	to	hold	such	status.	On	May	24,	2019,	the	OCC	issued	a	final	rule	and	outlined	the	nature	and	powers	of	a	covered
savings	association	as	well	as	the	applicable	regulatory	structure.	Although	as	a	covered	savings	association	we	are	subject	to
the	same	reporting	and	regulatory	requirements	as	a	federal	savings	bank,	neither	the	OCC	nor	the	Federal	Reserve	Board	has
adopted	regulations	on	the	treatment	of	covered	savings	association	holding	companies.	Based	on	guidance	from	the	Federal
Reserve	Board,	the	Company	is	a	bank	holding	company	of	a	covered	savings	association.	However,	ambiguity	remains	on	the
ongoing	treatment	and	regulation	of	such	entities.	Non-	compliance	with	the	USA	PATRIOT	Act,	Bank	Secrecy	Act,	or	other
laws	and	regulations	could	result	in	fines	or	sanctions.	The	USA	PATRIOT	and	Bank	Secrecy	Acts	require	financial	institutions
to	develop	programs	to	prevent	financial	institutions	from	being	used	for	money	laundering	and	terrorist	activities.	If	such
activities	are	detected,	financial	institutions	are	obligated	to	file	suspicious	activity	reports	with	the	U.	S.	Treasury’	s	Office	of
Financial	Crimes	Enforcement	Network.	These	rules	require	financial	institutions	to	establish	procedures	for	identifying	and
verifying	the	identity	of	customers	seeking	to	open	new	financial	accounts.	Failure	to	comply	with	these	regulations	could	result
in	fines	or	sanctions,	including	restrictions	on	conducting	acquisitions	or	establishing	new	branches.	The	policies	and	procedures
we	have	adopted	that	are	designed	to	assist	in	compliance	with	these	laws	and	regulations	may	not	be	effective	in	preventing
violations	of	these	laws	and	regulations.	We	are	subject	to	stringent	capital	requirements,	which	may	adversely	impact	our	return
on	equity,	require	us	to	raise	additional	capital,	or	limit	our	ability	to	pay	dividends	or	repurchase	shares.	Federal	regulations
establish	minimum	capital	requirements	for	insured	depository	institutions,	including	minimum	risk-	based	capital	and	leverage
ratios	and	define	what	constitutes	“	capital	”	for	calculating	these	ratios.	The	minimum	capital	requirements	are:	(1)	a	common



equity	Tier	1	capital	ratio	of	4.	5	%;	(2)	a	Tier	1	to	risk-	based	assets	capital	ratio	of	6	%;	(3)	a	total	capital	ratio	of	8	%;	and	(4)
a	Tier	1	leverage	ratio	of	4	%.	The	regulations	also	require	unrealized	gains	and	losses	on	certain	“	available-	for-	sale	”
securities	holdings	to	be	included	for	calculating	regulatory	capital	requirements	unless	a	one-	time	opt	out	is	exercised.	We
elected	to	exercise	our	one-	time	option	to	opt	out	of	the	requirement	to	include	certain	“	available-	for-	sale	”	securities	holdings
for	calculating	our	regulatory	capital	ratios.	The	regulations	also	establish	a	“	capital	conservation	buffer	”	of	2.	5	%,	resulting	in
the	following	minimum	ratios:	(1)	a	common	equity	Tier	1	capital	ratio	of	7.	0	%,	(2)	a	Tier	1	to	risk-	based	assets	capital	ratio
of	8.	5	%,	and	(3)	a	total	capital	ratio	of	10.	5	%.	An	institution	will	be	subject	to	limitations	on	paying	dividends,	repurchasing
its	shares,	and	paying	discretionary	bonuses,	if	its	capital	levels	fall	below	the	buffer	amount.	The	federal	banking	agencies
proposed	a	rule	to	establish	for	institutions	with	assets	of	less	than	$	10	billion	that	meet	other	specified	criteria	a	“	community
bank	leverage	ratio	”	(the	ratio	of	a	bank’	s	tangible	equity	capital	to	average	total	consolidated	assets)	of	9	%	that	such
institutions	may	elect	to	utilize	in	lieu	of	the	generally	applicable	leverage	and	risk-	based	capital	requirements	under	the	Basel
Committee	on	Banking	Supervision	(“	Basel	III	”).	A	“	qualifying	community	bank	”	with	capital	exceeding	9	%	will	be
considered	compliant	with	all	applicable	regulatory	capital	and	leverage	requirements,	including	the	requirement	to	be	“	well
capitalized.	”	The	rule	was	adopted	in	final	form,	effective	January	1,	2020.	We	have	analyzed	the	effects	of	these	capital
requirements,	and	we	believe	that	the	Bank	meets	all	of	these	requirements,	including	the	full	2.	5	%	capital	conservation	buffer.
Furthermore,	the	Bank	runs	an	annual	stress	test	on	its	loan	portfolio	to	determine	its	ability	to	maintain	the	full	capital
conservation	buffer	in	the	event	of	heightened	loan	losses	similar	or	greater	than	those	experienced	by	banking	peers	in	the
Great	Recession.	See	“	Supervision	and	Regulation	—	Federal	Banking	Regulation	—	Capital	Requirements.	”	Risks	Related	to
Operational	Matters.	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	cyber-	security	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	and
concerning	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	company,	the	execution	of	unauthorized
transactions	by	employees,	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.	Insurance
coverage	may	not	be	available	for	such	losses,	or	where	available,	such	losses	may	exceed	insurance	limits.	This	risk	of	loss	also
includes	the	potential	legal	actions	that	could	arise	as	a	result	of	operational	deficiencies	or	as	a	result	of	non-	compliance	with
applicable	regulatory	standards	or	customer	attrition	due	to	potential	negative	publicity.	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
cyber-	attacks	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	adversely	affected.	In	the	event	of	a
breakdown	in	our	internal	control	systems,	improper	operation	of	systems	or	improper	employee	actions,	disruptions	or	failures
in	the	physical	infrastructure	or	operating	systems	that	support	our	business	and	customers,	or	a	breach	of	our	security	systems,
including	if	confidential	or	proprietary	information	were	to	be	mishandled,	misused	or	lost,	we	could	suffer	financial	loss,
customer	attrition,	the	inability	of	our	customers	to	transact	business	with	us,	violations	of	applicable	privacy	and	other	laws,
regulatory	fines,	penalties	or	intervention,	reputational	damage,	reimbursement	or	other	compensation	costs,	and	/	or	additional
compliance	costs,	any	of	which	could	materially	adversely	affect	our	results	of	operations	or	financial	condition.	The	cost	of
additional	finance	and	accounting	systems,	procedures	and	controls	in	order	to	satisfy	our	new	public	company	reporting
requirements	will	increase	our	expenses.	As	a	result	of	our	stock	offering	in	July	2021,	we	became	a	public	reporting	company.
We	expect	that	the	obligations	of	being	a	public	company,	including	the	substantial	public	reporting	obligations,	will	require
significant	expenditures	and	place	additional	demands	on	our	management	team.	We	have	made,	and	will	continue	to	make,
changes	to	our	internal	controls	and	procedures	for	financial	reporting	and	accounting	systems	to	meet	our	reporting	obligations
as	a	stand-	alone	public	company.	However,	the	measures	we	take	may	not	be	sufficient	to	satisfy	our	obligations	as	a	public
company.	Section	404	of	the	Sarbanes-	Oxley	Act	of	2002	(the	“	Sarbanes	Oxley	Act	”)	requires	annual	management
assessments	of	the	effectiveness	of	our	internal	control	over	financial	reporting,	starting	with	the	second	annual	report	that	we
would	expect	to	file	with	the	SEC.	Any	failure	to	achieve	and	maintain	an	effective	internal	control	environment	could	have	a
material	adverse	effect	on	our	business	and	stock	price.	In	addition,	we	may	need	to	hire	additional	compliance,	accounting	and
financial	staff	with	appropriate	public	company	experience	and	technical	knowledge,	and	we	may	not	be	able	to	do	so	in	a
timely	fashion.	As	a	result,	we	may	need	to	rely	on	outside	consultants	to	provide	these	services	for	us	until	qualified	personnel
are	hired.	These	obligations	will	increase	our	operating	expenses	and	could	divert	our	management’	s	attention	from	our
operations.	Risks	Related	to	Accounting	Matters.	Changes	in	accounting	standards	could	affect	reported	earnings.	The	bodies
responsible	for	establishing	accounting	standards,	including	the	FASB	or	SEC	and	other	regulatory	bodies,	periodically	change
the	financial	accounting	and	reporting	guidance	that	governs	the	preparation	of	our	financial	statements.	These	changes	can	be
hard	to	predict	and	can	materially	impact	how	we	record	and	report	our	financial	condition	and	results	of	operations.	In	some
cases,	we	could	be	required	to	apply	new	or	revised	guidance	retroactively.	Changes	in	management’	s	estimates	and
assumptions	may	have	a	material	impact	on	our	consolidated	financial	statements	and	our	financial	condition	or	operating
results.	In	preparing	periodic	reports	we	will	be	required	to	file	under	the	Securities	Exchange	Act	of	1934,	including	our
consolidated	financial	statements,	our	management	is	and	will	be	required	under	applicable	rules	and	regulations	to	make
estimates	and	assumptions	as	of	a	specified	date.	These	estimates	and	assumptions	are	based	on	management’	s	best	estimates
and	experience	as	of	that	date	and	are	subject	to	substantial	risk	and	uncertainty.	Materially	different	results	may	occur	as
circumstances	change	and	additional	information	becomes	known.	The	areas	requiring	significant	estimates	and	assumptions	by
management	include	our	evaluation	of	the	adequacy	of	our	allowance	for	loan	credit	losses	and	our	determinations	with	respect



to	amounts	owed	for	income	taxes.	The	uncertainty	surrounding	the	lasting	effects	of	the	COVID-	19	pandemic	may	negatively
impact	results,	and	our	management	team’	s	assumptions	may	not	account	for	such	effects.	We	have	a	significant	amount	of	net
operating	losses	that	we	may	not	be	able	to	utilize.	During	the	Great	Recession,	we	generated	significant	net	operating	losses
and	unrealized	tax	losses	(collectively,	“	NOLs	”).	As	of	December	31,	2022	2023	,	we	had	an	estimated	federal	NOL
carryforward	of	$	2	1	.	6	5	million	and	an	estimated	state	NOL	carryforward	of	$	3.	8	2	million,	and	recognized	a	deferred	tax
asset	of	$	454,	000	0.	7	million	related	to	NOL	carryforwards.	These	NOLs	generally	may	be	carried	forward	for	a	20-	year
period	to	offset	future	taxable	income	and	reduce	our	federal	and	state	income	tax	liability,	respectively.	Our	federal	and	state
NOL	carry-	forwards	begin	to	expire	in	2031	unless	previously	utilized.	As	a	result	of	our	conversion	from	mutual	to	stock	form
of	ownership	and	our	contemporaneous	stock	offering,	it	is	possible	that	we	would	incur	an	“	ownership	change	”	under	Section
382	of	the	Internal	Revenue	Code	(“	Section	382	”).	An	ownership	change	will	occur	if	after	the	conversion,	the	persons	who
are	considered	“	owners	”	of	the	Bank	before	the	conversion	own	less	than	50	%	of	our	holding	company’	s	stock	immediately
after	the	conversion.	In	addition,	an	ownership	change	will	occur	if,	over	a	rolling	three-	year	period,	the	percentage	of	the
common	stock	of	the	Company	owned	by	stockholders	holding	5	%	or	more	of	our	common	stock	has	increased	by	more	than
50	%	over	the	lowest	percentage	of	common	stock	owned	by	such	stockholders	during	the	three-	year	period.	In	general,	if	a
company	incurs	an	ownership	change	under	Section	382,	the	company’	s	ability	to	utilize	an	NOL	carryforward	to	offset	its
taxable	income	becomes	limited	to	a	certain	amount	per	year.	This	limitation	is	computed	by	multiplying	the	company’	s	fair
market	value	immediately	before	the	ownership	change	by	a	rate	equal	to	the	long-	term	tax-	exempt	rate	for	the	month	in	which
the	ownership	change	occurs.	If	we	are	unable	to	fully	utilize	the	NOL	carryforwards	to	reduce	our	taxable	income	prior	to	their
expiration,	either	because	of	insufficient	taxable	income	or	a	limitation	imposed	under	Section	382,	we	will	need	to	write	off	any
remaining	deferred	tax	asset	and	will	incur	additional	income	tax	liability,	which	would	adversely	affect	our	results	of
operations.	Risks	related	to	the	Public	Health	Issues,	including	COVID-	19	Pandemic	and	the	Associated	Economic
Slowdown.	Outbreaks	of	communicable	diseases,	such	as	COVID-	19	and	its	variants,	have	led	to	periods	of	significant
volatility	in	financial	commodities	(including	oil	and	gas)	and	other	markets,	adversely	affected	our	ability	to	conduct
normal	business,	adversely	affected	our	clients,	and	are	likely	to	harm	our	businesses,	financial	condition	and	results	of
operations.	Pandemics	and	widespread	outbreaks	of	communicable	diseases	(such	as	COVID-	19)	have	caused	and	may
continue	to	cause	significant	disruption	in	the	international	and	United	States	economies	and	financial	markets	and	have
had	an	adverse	effect	on	our	business	and	results	of	operations.	This	has	recently	been	accompanied	by	a	surge	in	flu	and
other	respiratory	illnesses	of	varying	seriousness	and	magnitude.	The	ongoing	spread	of	these	diseases,	including	COVID
variants,	has	caused	illness	and	death	resulting	in	quarantines,	cancellation	of	events	and	travel,	business	and	school
shutdowns,	reduction	in	business	activity	and	financial	transactions,	supply	chain	interruptions,	and	overall	economic
and	financial	market	instability.	In	response	to	the	COVID-	19	pandemic	could	,	the	governments	of	the	states	in	which
we	have	branches,	an	and	most	other	states,	periodically	have	taken	preventative	or	protective	actions,	such	as	imposing
restrictions	on	travel	and	business	operations,	advising	or	requiring	individuals	to	limit	or	forego	their	time	outside	of
their	homes,	and	ordering	temporary	closures	of	businesses	that	have	been	deemed	to	be	non-	essential.	These
restrictions	and	other	consequences	of	public	health	issues	have	resulted	in	significant	adverse	effects	impact	on	our
financial	performance	and	results	of	operations.	As	the	COVID-	19	pandemic	has	evolved	from	its	emergence	in	early	2020,	so
has	its	impact.	Many	states	have	re-	instituted,	or	for	many	different	types	strongly	encouraged,	varying	levels	of	quarantines
and	in	some	cases	have	at	times	limited	operations	of	certain	businesses	and	taken	other	restrictive	measures	designed	to	help
slow	the	spread	of	COVID-	19	and	its	variants.	Governments	and	businesses	have	also	instituted	vaccine	mandates	and	testing
requirements	for	employees.	While	vaccine	availability	and	uptake	has	increased,	the	long-	term	macro-	economic	effects	on
global	supply	chains,	inflation,	labor	shortages	and	wage	increases	continue	to	impact	many	industries	,	including	the	collateral
underlying	certain	of	our	loans.	Moreover,	with	the	potential	for	new	strains	of	COVID-	19	to	emerge,	governments	and
businesses	may	re-	impose	aggressive	measures	to	help	slow	its	spread	in	the	future.	For	this	reason	,	among	others,	as	the	those
COVID-	19	in	the	hospitality	(including	hotels	and	lodging)	and	restaurant	industries,	and	resulted	in	a	significant
number	of	layoffs	and	furloughs	of	employees	nationwide	and	in	the	regions	in	which	we	operate.	Although	we	take
precautions	to	protect	the	safety	and	well	being	of	our	employees	and	customers,	the	unpredictability	of	the	pandemic
continues,	the	potential	impacts	are	uncertain	and	public	health	issues	could	result	difficult	to	assess.	Although	financial
markets	have	largely	rebounded	from	the	significant	declines	that	occurred	earlier	in	the	pandemic	and	global	economic
conditions	showed	signs	of	improvement	during	the	second	half	of	2020	and	throughout	2021,	many	of	the	circumstances	that
arose	or	became	more	pronounced	after	the	onset	of	the	COVID-	19	pandemic	persist,	which	may	subject	us	to	a	number	of
risks	including,	without	limitation,	the	following:	•	lower	loan	demand	and	an	increased	risk	of	loan	delinquencies,	defaults,	and
foreclosures	due	a	number	of	factors,	including	continuing	supply	chain	issues,	decreased	consumer	and	business	confidence
and	economic	activity;	•	collateral	for	loans,	especially	real	estate,	may	decline	in	value,	which	may	reduce	our	ability	to
liquidate	such	collateral	and	could	cause	loan	losses	to	increase	and	impair	our	ability	over	the	long	run	to	maintain	our	loan
origination	volume;	•	volatility	in	financial	and	capital	markets	and	interest	rates;	•	a	significant	decline	in	the	market	value	of
our	common	stock;	•	increased	demands	on	capital	and	liquidity;	•	heightened	cybersecurity,	information	security,	and
operational	risks	as	cybercriminals	attempt	to	profit	from	the	disruption	resulting	from	the	pandemic	given	increased	online	and
remote	activity,	including	as	a	result	of	work-	from-	home	arrangements;	•	disruptions	to	business	operations	experienced	by
counterparties	and	service	providers;	•	increased	risk	of	business	disruption	from	the	loss	of	employees	due	to	their	inability	to
work	effectively	because	of	illness,	quarantines,	government	actions,	failures	in	systems	or	technology	that	disrupt	work-	from-
home	arrangements,	or	other	effects	of	the	COVID-	19	pandemic,	including	the	increase	in	employee	resignations	currently
taking	place	throughout	the	United	States	in	connection	with	the	COVID-	19	pandemic,	which	is	commonly	referred	to	as	the	“
great	resignation	”;	and	•	decreased	demands	for	our	products	and	services.	We	have	also	experienced	and	may	continue	to



experience	other	negative	impacts	to	our	business	as	a	result	of	the	pandemic	that	could	exacerbate	other	risks	discussed	in	this	“
Risk	Factors	”	section.	The	ongoing	fluidity	of	this	situation	precludes	any	prediction	as	to	the	ultimate	adverse	impact	of
COVID-	19	on	economic	and	market	conditions,	and,	as	a	result,	presents	material	uncertainty	and	risk	with	respect	to	us.	A
worsening	of	economic	conditions	in	our	market	area	could	reduce	demand	for	our	products	and	services	and	/	or	result	in
increases	in	our	level	of	nonperforming	loans,	which	could	adversely	affect	our	operations,	financial	condition	and	earnings.
Local	economic	conditions	have	a	significant	impact	on	the	ability	of	our	borrowers	to	repay	loans	and	the	value	of	the
collateral	securing	loans.	A	deterioration	in	economic	conditions	could	have	the	following	consequences,	any	of	which	could
have	a	material	adverse	effect	on	our	business,	financial	condition,	liquidity	and	results	of	operations:	•	demand	for	our	products
and	services	may	decline;	•	collateral	for	loans,	especially	real	estate,	may	decline	in	value,	thereby	reducing	customers’	future
borrowing	power,	and	reducing	the	value	of	assets	and	collateral	associated	with	existing	loans;	and	•	the	net	worth	and	liquidity
of	loan	guarantors	may	decline,	impairing	their	ability	to	honor	commitments	to	us.	Moreover,	a	significant	decline	in	general
economic	conditions	caused	by	pandemics,	inflation,	recession,	acts	of	terrorism,	an	outbreak	of	hostilities	or	other	international
or	domestic	calamities,	unemployment	or	other	factors	beyond	our	control	could	further	impact	these	local	economic	conditions
and	could	further	negatively	affect	the	financial	results	of	our	banking	operations.	In	addition,	deflationary	pressures,	while
possibly	lowering	our	operating	costs,	could	have	a	significant	negative	effect	on	our	borrowers,	especially	our	business
borrowers,	and	the	values	of	underlying	collateral	securing	loans,	which	could	negatively	affect	our	financial	performance.
Other	Risks	related	to	Our	Business.	Legal	and	regulatory	proceedings	and	related	matters	could	adversely	affect	us.	We	have
been	and	may	in	the	future	become	involved	in	legal	and	regulatory	proceedings.	We	consider	most	of	the	proceedings	to	be	in
the	normal	course	of	our	business	or	typical	for	the	industry;	however,	it	is	inherently	difficult	to	assess	the	outcome	of	these
matters,	and	we	may	not	prevail	in	any	proceedings	or	litigation.	There	could	be	substantial	cost	and	management	diversion	in
such	litigation	and	proceedings,	and	any	adverse	determination	could	have	a	materially	adverse	effect	on	our	business,	brand	or
image,	or	our	financial	condition	and	results	of	our	operations.	We	are	subject	to	environmental	liability	risk	associated	with
lending	activities	or	properties	we	own.	A	significant	portion	of	our	loan	portfolio	is	secured	by	real	estate,	and	we	could
become	subject	to	environmental	liabilities	with	respect	to	one	or	more	of	these	properties,	or	with	respect	to	properties	that	we
own	in	operating	our	business.	During	the	ordinary	course	of	business,	we	may	foreclose	on	and	take	title	to	properties	securing
defaulted	loans.	In	doing	so,	there	is	a	risk	that	hazardous	or	toxic	substances	could	be	found	on	these	properties.	If	hazardous
conditions	or	toxic	substances	are	found	on	these	properties,	we	may	be	liable	for	remediation	costs,	as	well	as	for	personal
injury	and	property	damage,	civil	fines	and	criminal	penalties	regardless	of	when	the	hazardous	conditions	or	toxic	substances
first	affected	any	particular	property.	Environmental	laws	may	require	us	to	incur	substantial	expenses	to	address	unknown
liabilities	and	may	materially	reduce	the	affected	property’	s	value	or	limit	our	ability	to	use	or	sell	the	affected	property.	In
addition,	future	laws	or	more	stringent	interpretations	or	enforcement	policies	with	respect	to	existing	laws	may	increase	our
exposure	to	environmental	liability.	Our	policies,	which	require	us	to	perform	appropriate	environmental	due	diligence	when
originating	loans	secured	by	certain	types	of	commercial	properties,	may	not	be	sufficient	to	detect	all	potential	environmental
hazards,	particularly	at	the	point	of	foreclosure,	if	necessary.	The	remediation	costs	and	any	other	financial	liabilities	associated
with	an	environmental	hazard	could	have	a	material	adverse	effect	on	us.	Natural	disasters,	acts	of	terrorism	and	other	external
events	could	harm	our	business.	Natural	disasters	can	disrupt	our	operations,	result	in	damage	to	our	properties,	reduce	or
destroy	the	value	of	the	collateral	for	our	loans	and	negatively	affect	the	economies	in	which	we	operate,	which	could	have	a
material	adverse	effect	on	our	results	of	operations	and	financial	condition.	A	significant	natural	disaster,	such	as	a	hurricane,
pandemic,	tornado,	earthquake,	fire	or	flood,	could	have	a	material	adverse	impact	on	our	ability	to	conduct	business,	and	our
insurance	coverage	may	be	insufficient	to	compensate	for	losses	that	may	occur.	Acts	of	terrorism,	war,	civil	unrest,	violence,
pandemics	or	human	error	could	cause	disruptions	to	our	business	or	the	economy	as	a	whole.	While	we	have	established	and
regularly	test	disaster	recovery	procedures,	the	occurrence	of	any	such	event	could	have	a	material	adverse	effect	on	our
business,	operations	and	financial	condition.	We	are	a	community	bank	and	our	ability	to	maintain	our	reputation	is	critical	to
the	success	of	our	business	and	the	failure	to	do	so	may	materially	adversely	affect	our	performance.	We	are	a	community	bank,
and	our	reputation	is	one	of	the	most	valuable	components	of	our	business.	A	key	component	of	our	business	strategy	is	to	rely
on	our	reputation	for	customer	service	and	knowledge	of	local	markets	to	expand	our	presence	by	capturing	new	business
opportunities	from	existing	and	prospective	customers	in	our	market	area	and	contiguous	areas.	As	such,	we	strive	to	conduct
our	business	in	a	manner	that	enhances	our	reputation.	This	is	done,	in	part,	by	recruiting,	hiring	and	retaining	employees	who
share	our	core	values	of	being	an	integral	part	of	the	communities	we	serve,	delivering	superior	service	to	our	customers	and
caring	about	our	customers	and	associates.	If	our	reputation	is	negatively	affected,	by	the	actions	of	our	employees,	by	our
inability	to	conduct	our	operations	in	a	manner	that	is	appealing	to	current	or	prospective	customers,	or	otherwise,	our	business
and,	therefore,	our	operating	results	may	be	materially	adversely	affected	.	We	may	be	required	to	transition	from	the	use	of
LIBOR	interest	rate	index	in	the	future.	Certain	of	our	investment	securities	are	currently	indexed	to	LIBOR	to	calculate	the
loan	interest	rate.	The	continued	availability	of	the	LIBOR	index	is	not	guaranteed	after	2022.	We	cannot	predict	whether	and	to
what	extent	banks	will	continue	to	provide	LIBOR	submissions	to	the	administrator	of	LIBOR	or	whether	any	additional
reforms	to	LIBOR	may	be	enacted.	At	this	time,	no	consensus	exists	as	to	what	rate	or	rates	may	become	acceptable	alternatives
to	LIBOR	(with	the	exception	of	overnight	repurchase	agreements,	which	are	expected	to	be	based	on	the	Secured	Overnight
Financing	Rate,	or	SOFR).	The	language	in	our	LIBOR-	based	contracts	and	financial	instruments	has	developed	over	time	and
may	have	various	events	that	trigger	when	a	successor	rate	to	the	designated	rate	would	be	selected.	If	a	trigger	is	satisfied,
contracts	and	financial	instruments	may	give	the	calculation	agent	discretion	over	the	substitute	index	or	indices	for	the
calculation	of	interest	rates	to	be	selected	.	Risks	Related	to	our	Common	Stock	The	market	price	of	our	common	stock	may	be
subject	to	substantial	fluctuations,	which	may	make	it	difficult	for	you	to	sell	your	shares	at	the	volume,	prices	and	times
desired.	The	market	price	of	our	common	stock	may	be	highly	volatile,	which	may	make	it	difficult	for	you	to	resell	your	shares



at	the	volume,	prices	and	times	desired.	There	are	many	factors	that	may	affect	the	market	price	and	trading	volume	of	our
common	stock,	including,	without	limitation,	the	risks	discussed	elsewhere	in	this	“	Risk	Factors	”	section	and:	•	actual	or
anticipated	fluctuations	in	our	operating	results,	financial	condition	or	asset	quality;	•	changes	in	economic	or	business
conditions;	•	the	effects	of,	and	changes	in,	trade,	monetary	and	fiscal	policies,	including	the	interest	rate	policies	of	the	Federal
Reserve	Board;	•	publication	of	research	reports	about	us,	our	competitors	or	the	financial	services	industry	generally,	or
changes	in,	or	failure	to	meet,	securities	analysts’	estimates	of	our	financial	and	operating	performance,	or	lack	of	research
reports	by	industry	analysts	or	the	cessation	of	coverage;	•	operating	and	stock	price	performance	of	companies	that	investors
deem	comparable	to	us;	•	additional	or	anticipated	sales	of	our	common	stock	or	other	securities	by	us	or	our	existing
stockholders;	•	additions,	departures	or	inability	to	retain	of	key	personnel;	•	perceptions	and	speculations	in	the	marketplace
regarding	our	competitors	or	us;	•	price	and	volume	fluctuations	in	the	overall	stock	market	from	time	to	time;	•	litigation
involving	us,	our	industry	or	both;	•	investigations	by	regulators	into	our	operations	or	those	of	our	competitors;	•	new	laws	or
regulations	or	new	interpretations	of	existing	laws	or	regulations	applicable	to	our	business;	•	changes	in	accounting	standards,
policies,	guidelines,	interpretations	or	principles;	•	actual	or	anticipated	developments	in	our	business,	our	competitors’
businesses	or	the	competitive	landscape	generally;	•	significant	acquisitions	or	business	combinations,	strategic	partnerships,
joint	ventures	or	capital	commitments	by	or	involving	our	competitors	or	us;	•	other	economic,	competitive,	governmental,
regulatory	or	technological	factors	affecting	our	operations,	pricing,	products	and	services;	and	•	other	news,	announcements	or
disclosures	(whether	by	us	or	others)	related	to	us,	our	competitors,	our	core	market	or	the	financial	services	industry.	The	stock
market	and,	in	particular,	the	market	for	financial	institution	stocks	have	experienced	substantial	fluctuations	in	recent	years,
which	in	many	cases	have	been	unrelated	to	the	operating	performance	and	prospects	of	particular	companies.	In	addition,
significant	fluctuations	in	the	trading	volume	in	our	common	stock	may	cause	significant	price	variations	to	occur.	Increased
market	volatility	may	materially	and	adversely	affect	the	market	price	of	our	common	stock,	which	could	make	it	difficult	to	sell
your	shares	at	the	volume,	prices	and	times	desired.	In	addition,	in	the	past,	following	periods	of	volatility	in	the	overall	market
and	the	market	price	of	a	particular	company’	s	securities,	securities	class	action	litigation	has	often	been	instituted	against	these
companies.	Such	litigation,	if	instituted	against	us,	could	result	in	substantial	costs	and	a	diversion	of	our	management’	s
attention	and	resources.	The	implementation	of	the	2022	Equity	Incentive	Plan	may	dilute	your	ownership	interest.	In	2022,	we
adopted	the	TC	Bancshares,	Inc.	2022	Equity	Incentive	Plan,	which	authorized	the	issuance	of	up	to	700,	000	shares	of	our
common	stock.	To	the	extent	issuances	under	the	2022	Equity	Incentive	Plan	exceed	the	amount	of	the	Company’	s	open	market
purchases,	our	stockholders	will	experience	a	reduction	in	ownership	interest.	The	corporate	governance	provisions	in	our
articles	of	incorporation	and	bylaws	may	prevent	or	impede	the	holders	of	a	minority	of	our	common	stock	from	obtaining
representation	on	our	board	of	directors	and	may	also	prevent	or	impede	a	change	in	control.	Provisions	in	our	articles	of
incorporation	and	bylaws	may	prevent	or	impede	holders	of	a	minority	of	our	common	stock	from	obtaining	representation	on
our	board	of	directors.	For	example,	our	board	of	directors	is	divided	into	three	classes	with	staggered	three-	year	terms.	A
classified	board	makes	it	more	difficult	for	stockholders	to	change	a	majority	of	the	directors	because	it	generally	takes	at	least
two	annual	elections	of	directors	for	this	to	occur.	Second,	our	articles	of	incorporation	provides	that	there	will	not	be
cumulative	voting	by	stockholders	for	the	election	of	our	directors.	Also,	we	have	the	ability	to	issue	preferred	stock	without
stockholder	approval	with	voting	rights	to	third	parties	who	may	be	friendly	to	our	board	of	directors.	In	addition,	our	articles	of
incorporation	generally	provide	that,	for	a	period	of	three	years	from	July	20,	2021,	the	date	closing	of	our	initial	public
offering,	no	person	may	directly	or	indirectly	offer	to	acquire	or	acquire	the	beneficial	ownership	of	more	than	10	%	of	any	class
of	our	equity	securities	held	by	any	person	other	than	the	Company,	and	that	any	shares	acquired	in	excess	of	this	limit	would
not	be	entitled	to	be	voted	and	would	not	be	counted	as	voting	stock	in	connection	with	any	matters	submitted	to	the
stockholders	for	a	vote.	Under	Federal	Reserve	Board	regulations,	no	person	may	directly	or	indirectly	acquire	or	offer	to
acquire	beneficial	ownership	of	more	than	10	%	of	our	common	stock	without	prior	approval	of	the	Federal	Reserve	Board.
Under	federal	law,	subject	to	certain	exemptions,	a	person,	entity	or	group	must	notify	the	Federal	Reserve	Board	before
acquiring	control	of	a	bank	holding	company.	Acquisition	of	10	%	or	more	of	any	class	of	voting	stock	of	a	bank	holding
company	creates	a	rebuttable	presumption	that	the	acquirer	“	controls	”	the	holding	company.	Also,	a	bank	holding	company
must	obtain	the	prior	approval	of	the	Federal	Reserve	Board	before,	among	other	things,	acquiring	direct	or	indirect	ownership
or	control	of	more	than	5	%	of	any	class	of	voting	shares	of	any	bank,	including	the	Bank.	Our	management	team	has	limited
experience	managing	a	public	company,	and	regulatory	compliance	may	divert	its	attention	from	the	day-	to-	day	management
of	our	business.	Our	management	team	has	limited	experience	managing	a	publicly-	traded	company	or	complying	with	the
increasingly	complex	laws	pertaining	to	public	companies.	Our	management	team	may	not	successfully	or	efficiently	manage
our	transition	into	a	public	company,	which	will	be	subject	to	significant	regulatory	oversight	and	reporting	obligations	under
federal	securities	laws.	In	particular,	these	new	obligations	will	require	substantial	attention	from	our	management	and	may
divert	their	attention	away	from	the	day-	to-	day	management	of	our	business,	which	could	materially	and	adversely	impact	our
business	operations.	You	may	not	receive	dividends	on	our	common	stock.	Holders	of	our	common	stock	are	only	entitled	to
receive	dividends	as	our	board	of	directors	may	declare	out	of	funds	legally	available	for	such	payments.	The	declaration	and
payment	of	future	cash	dividends	will	be	subject	to,	among	other	things,	regulatory	restrictions,	our	then	current	and	projected
consolidated	operating	results,	financial	condition,	tax	considerations,	future	growth	plans,	general	economic	conditions,	and
other	factors	our	board	of	directors	deems	relevant.	See	the	sections	entitled	“	Supervision	and	Regulation	—	Federal	Banking
Regulation	—	Capital	Requirements	”;	“	—	Capital	Distributions	”;	and	“	—	Holding	Company	Regulation	”	in	Item	1	of	this
report.	The	Company	will	depend	primarily	upon	the	proceeds	it	retains	from	the	offering	as	well	as	earnings	of	the	Bank	to
provide	funds	to	pay	dividends	on	our	common	stock.	The	payment	of	dividends	by	the	Bank	also	is	subject	to	certain
regulatory	restrictions.	Federal	law	generally	prohibits	a	depository	institution	from	making	any	capital	distributions	(including
payment	of	a	dividend)	to	its	parent	holding	company	if	the	depository	institution	would	thereafter	be	or	continue	to	be



undercapitalized,	and	dividends	by	a	depository	institution	are	subject	to	additional	limitations.	As	a	result,	any	payment	of
dividends	in	the	future	by	the	Company	will	depend,	in	large	part,	on	the	Bank’	s	ability	to	satisfy	these	regulatory	restrictions
and	its	earnings,	capital	requirements,	financial	condition	and	other	factors.	We	are	an	emerging	growth	company,	and	any
decision	on	our	part	to	comply	only	with	certain	reduced	reporting	and	disclosure	requirements	applicable	to	emerging	growth
companies	could	make	our	common	stock	less	attractive	to	investors.	We	are	an	emerging	growth	company,	and,	for	as	long	as
we	continue	to	be	an	emerging	growth	company,	we	may	choose	to	take	advantage	of	exemptions	from	various	reporting
requirements	applicable	to	other	public	companies	but	not	to	“	emerging	growth	companies,	”	including,	but	not	limited	to,
reduced	disclosure	obligations	regarding	executive	compensation	in	our	periodic	reports	and	proxy	statements,	and	exemptions
from	the	requirements	of	holding	a	nonbinding	advisory	vote	on	executive	compensation	and	stockholder	approval	of	any
golden	parachute	payments	not	previously	approved.	As	an	emerging	growth	company,	we	also	will	not	be	subject	to	Section
404	(b)	of	the	Sarbanes-	Oxley	Act,	which	would	require	that	our	independent	auditors	review	and	attest	as	to	the	effectiveness
of	our	internal	control	over	financial	reporting.	We	have	also	elected	to	use	the	extended	transition	period	to	delay	adoption	of
new	or	revised	accounting	pronouncements	applicable	to	public	companies	until	such	pronouncements	are	made	applicable	to
private	companies.	Accordingly,	our	financial	statements	may	not	be	comparable	to	the	financial	statements	of	public	companies
that	comply	with	such	new	or	revised	accounting	standards.	We	could	remain	an	“	emerging	growth	company	”	for	up	to	five
years	following	the	completion	of	our	initial	public	offering,	or	until	the	earliest	of	(a)	the	last	day	of	the	first	fiscal	year	in
which	our	total	annual	gross	revenues	amount	to	$	1.	07	billion	or	more,	(b)	the	date	that	we	become	a	“	large	accelerated	filer	”
as	defined	in	Rule	12b-	2	under	the	Securities	Exchange	Act	of	1934,	as	amended,	which	would	occur	if	the	market	value	of	our
common	stock	that	is	held	by	non-	affiliates	exceeds	$	700	million	as	of	the	last	business	day	of	our	most	recently	completed
second	fiscal	quarter,	or	(c)	the	date	on	which	we	have	issued	more	than	$	1.	0	billion	in	non-	convertible	debt	during	the
preceding	three-	year	period.	As	a	result,	our	stockholders	may	not	have	access	to	certain	information	they	may	deem	important,
and	investors	may	find	our	common	stock	less	attractive	if	we	choose	to	rely	on	these	exemptions.	This	could	result	in	a	less
active	trading	market	for	our	common	stock	and	the	price	of	our	common	stock	may	be	more	volatile.	37


