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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, DC 20549

Form 10-K

XANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the Fiscal Year Ended December 31, 2022

December 31, 2023

or
[0 oTRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to

Commission file number: 001-40721

FINWISE BANCORP

(Exact Name of Registrant as Specified in its Charter)

Utah 83-0356689
(State or Other Jurisdiction of Incorporation or Organization) (I.R.S. Employer Identification No.)
756 East Winchester, Suite 100, Murray, Utah 84107
(Address of Principal Executive Offices) (Zip
Code)
(801)501-7200
(Registrant’s (Registrant’s Telephone Number, Including Area Code)
Securities registered pursuant to Section 12(b) of the Act:
Name of each exchange
Title of each class Trading Symbol(s) on which registered
Common Stock, par value $0.001 per share FINW The
NASDAQ
FINW Stock
Market
LLC
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Securities registered pursuant to Section 12(g) of the Act: None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yes CJo No Xlx

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or 15(d) of the Act. Yes [Jo No XIx

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12
months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes XIx No Co

Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted pursuant to Rule 405 of Regulation S-T (§232.405 of
this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit such files). Yes X x No [J

0o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a smaller reporting company, or an emerging growth company.
See the definitions of “large accelerated filer,” “accelerated filer,” “smaller reporting company,” and “emerging growth company” in Rule 12b-2 of the Exchange Act.

"

Smaller reporting Emerging growth
Large accelerated filer 0 o Accelerated filer O o Non-accelerated filer X company, X company, X

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any new or revised financial
accounting standards provided pursuant to Section 13(a) of the Exchange Act. do

Indicate by check mark whether the registrant has filed a report on and attestation to its management'’s assessment of the effectiveness of its internal control over financial reporting
under Section 404(b) of the Sarbanes-Oxley Act (15 U.S.C. 7262(b)) by the registered public accounting firm that prepared or issued its audit report. Clo

If securities are registered pursuant to Section 12(b) of the Act, indicate by check mark whether the financial statements of the registrant included in the filing reflect the correction of
an error to previously issued financial statements. Clo

Indicate by check mark whether any of those error corrections are restatements that required a recovery analysis of incentive-based compensation received by any of the
registrant’s executive officers during the relevant recovery period pursuant to §240.10D-1(b). O
o

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Securities Exchange Act of 1934). Yes CJo No Xx

The aggregate market value of the Registrant’s voting and non-voting common equity held by non-affiliates of the Registrant on the last business day of the Registrant's most
recently completed second fiscal quarter was $97.3 million$93.0 million. The Registrant had 12,824,572 shareshad 12,818,944 shares of common stock, $0.001 par value,
outstanding as of March 27, 2023 March 20, 2024.

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the registrant's proxy statement to be filed with the Securities and Exchange Commission pursuant to Regulation 14A in connection with the registrant's 2023 2024
Annual Meeting of Stockholders, which will be filed subsequent to the date hereof, are incorporated by reference into Part Il of this Form 10-K. Such proxy statement will be filed
with the Securities and Exchange Commission not later than 120 days following the end of the registrant’s fiscal year ended December 31, 2022 December 31, 2023.
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K (this “Report”) contains forward-looking statements made pursuant to the safe harbor provisions of the Private Securities Litigation Reform Act of
1995. These forward-looking statements reflect the Company’s current views with respect to, among other things, future events and its financial performance. These statements are
often, but not always, made through the use of words or phrases such as “may,” “might,” “should,” “could,” “predict,” “potential,” “believe,” “will likely result,” “expect,” “continue,”
“will,” “anticipate,” “seek,” “estimate,” “intend,” “plan,” “project,” “projection,” “forecast,” “budget,” “goal,” “target,” “would,” “aim” and “outlook,” or the negative version of those words
or other comparable words or phrases of a future or forward-looking nature. These forward-looking statements are not historical facts, and are based on current expectations,
estimates and projections about our industry and management'’s beliefs and certain assumptions made by management, many of which, by their nature, are inherently uncertain and
beyond our control. The inclusion of these forward-looking statements should not be regarded as a representation by us or any other person that such expectations, estimates and
projections will be achieved. Accordingly, we caution you that any such forward-looking statements are not guarantees of future performance and are subject to risks, assumptions
and uncertainties that are difficult to predict. Although we believe that the expectations reflected in these forward-looking statements are reasonable as of the date made, actual
results may prove to be materially different from the results expressed or implied by the forward-looking statements.

The following factors, among others, could cause our financial performance to differ materially from that expressed in such forward-looking statements,
including, but not limited to, the following:

. the success of the financial technology industry, the development and acceptance of which is subject to a high degree of uncertainty, as well as the continued evolution of the
regulation of this industry;

e « the ability of our Strategic Program or Fintech Banking Solutions service providers to comply with regulatory regimes, including laws and regulations applicable to consumer
credit transactions, and our ability to adequately oversee and monitor our Strategic Program and Fintech Banking Solutions service providers;

e + our ability to maintain and grow our relationships with our Strategic Program service providers;

. changes in the laws, rules, regulations, interpretations or policies relating to financial institutions, accounting, tax, trade, monetary and fiscal matters, including the
application of interest rate caps or maximums;

« changes in the laws, rules, regulations, interpretations or policies relating to financial institutions, accounting, tax, trade, monetary and fiscal matters, including the application of
interest rate caps or maximums;

e our ability to keep pace with rapid technological changes in the industry or implement new technology effectively;
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¢ conditions relating to Covid-19, including the severity and duration of associated economic impacts either nationally or in our market areas;

e « system failure or cybersecurity breaches of our network security;

« our reliance on third-party service providers for core systems support, informational website hosting, internet services, online account opening and other
processing services;

« general economic conditions, either nationally or in our market areas (including interest rate environment, government economic and monetary policies, the
strength of global financial markets and inflation and deflation), that impact the financial services industry and/or our business;

¢ increased competition in the financial services industry, particularly from regional and national institutions and other companies that offer banking services;

Index

« our ability to measure and manage our credit risk effectively and the potential deterioration of the business and economic conditions in our primary market
areas;

« the adequacy of our risk management framework;

« the adequacy of our allowance for loan losses (“ALL");

¢ the financial soundness of other financial institutions;

* new lines of business or new products and services;

¢ changes in Small Business Administration (“SBA”) rules, regulations and loan products, including specifically the Section 7(a) program, changes in SBA
standard operating procedures or changes to the status of the Bank as an SBA Preferred Lender;

« changes in the value of collateral securing our loans;

« possible increases in our levels of nonperforming assets;

« potential losses from loan defaults and nonperformance on loans;

« our ability to protect our intellectual property and the risks we face with respect to claims and litigation initiated against us;

¢ the inability of small- and medium-sized businesses to whom we lend to weather adverse business conditions and repay loans;

e our ability to implement aspects of our growth strategy and to sustain our historic rate of growth;

« our ability to continue to originate, sell and retain loans, including through our Strategic Programs;

« the concentration of our lending and depositor relationships through Strategic Programs in the financial technology industry generally;

« our ability to attract additional merchants and retain and grow our existing merchant relationships;

o interest rate risk associated with our business, including sensitivity of our interest earning assets and interest-bearing liabilities to interest rates, and the
impact to our earnings from changes in interest rates;

« the effectiveness of our internal control over financial reporting and our ability to remediate any future material weakness in our internal control over financial
reporting;

* potential exposure to fraud, negligence, computer theft and cyber-crime and other disruptions in our computer systems relating to our development and use
of new technology platforms;

« our reliance on third-party service providers for core systems support, informational website hosting, internet services, online account opening and other processing services;
* general economic and business conditions, either nationally or in our market areas;
« increased national or regional competition in the financial services industry;

« our ability to measure and manage our credit risk effectively and the potential deterioration of the business and economic conditions in our primary market areas;
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« the adequacy of our risk management framework;

» the adequacy of our allowance for credit losses (‘“ACL");
« the financial soundness of other financial institutions;

* new lines of business or new products and services;

« changes in Small Business Administration (“SBA”) rules, regulations and loan products, including specifically the Section 7(a) program or changes to the status of the Bank as
an SBA Preferred Lender;

« the value of collateral securing our loans;

Index

* our levels of nonperforming assets;

¢ losses from loan defaults;

* our ability to protect our intellectual property and the risks we face with respect to claims and litigation initiated against us;

« our ability to implement our growth strategy;

» our ability to continue to launch new products or services successfully;

« the concentration of our lending and depositor relationships through Strategic Programs in the financial technology industry generally;

¢ interest-rate and liquidity risks:

» the effectiveness of our internal control over financial reporting and our ability to remediate any future material weakness in our internal control over financial reporting;

* dependence on our management team and changes in management composition;

. the sufficiency of our capital, including sources of capital and the extent to which we may be required to raise additional capital to meet our goals; capital;

. compliance with laws and regulations, supervisory actions, the Dodd-Frank Act, capital requirements, the Bank Secrecy Act and other anti-money laundering laws, predatory
lending laws, and other statutes and regulations;

our ability to maintain a strong core deposit base or other low-cost funding sources;

Index

results of examinations of us by our regulators, including the possibility that our regulators may, among other things, require us to increase our ALL or to
write-down assets; regulators;

our involvement from time to time in legal proceedings, examinations and remedial actions by regulators;
further government intervention in the U.S. financial system; proceedings;

natural disasters and adverse weather, acts of terrorism, pandemics, an outbreak of hostilities or other international or domestic calamities, and other matters beyond our
control;

compliance with requirements associated with being a public company;

level of coverage of our business by securities analysts;

future equity and debt issuances; and

that the anticipated benefits new lines of business that we may enter or investments or acquisitions we may make are not realized within the expected time frame or at all as
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a result of such things as the strength or weakness of the economy and competitive factors in the areas where the Company and such other businesses operate; and

« other factors that are discussed in the section entitled “Risk Factors,” beginning on page 22.

11E).

The foregoing factors should not be construed as exhaustive and should be read together with the other cautionary statements included in this Report, including those discussed in
the section entitled “Risk Factors.” If one or more events related to these or other risks or uncertainties materialize, or if our underlying assumptions prove to be incorrect, actual
results may differ materially from our forward-looking statements. Accordingly, you should not place undue reliance on any such forward-looking statements. Any forward-looking
statement speaks only as of the date of this Report, and we do not undertake any obligation to publicly update or review any forward-looking statement, whether because of new
information, future developments or otherwise, except as required by law. New risks and uncertainties may emerge from time to time, and it is not possible for us to predict their
occurrence. In addition, we cannot assess the impact of each risk and uncertainty on our business or the extent to which any risk or uncertainty, or combination of risks and
uncertainties, may cause actual results to differ materially from those contained in any forward-looking statements.

PART |

Item1. Item1. Business

In this Report, unless we state otherwise or the context otherwise requires, references to “we,” “our,” “us,” “the Company” and “FinWise Bancorp” refer to FinWise Bancorp and its
wholly owned subsidiaries, FinWise Bank (which we sometimes refer to as “FinWise Bank,” “FinWise,” “the Bank” or “our Bank,”) and FinWise Investments, LLC. References to
“common stock” refer to our voting common stock.

Index Index

Overview

We are FinWise Bancorp, a Utah bank holding company headquartered in Murray, Utah. We operate through our wholly-owned subsidiary, FinWise Bank, a Utah state-chartered
bank. We currently operate one full-service banking location in Sandy, Utah. We are a nationwide lender to consumers and small businesses. We believe that traditional barriers to
servicing banking customers have been substantially lowered due to technological advances in the distribution and management of banking products and services. We seek to
capitalize on these advances by leveraging strategic relationships, as well as proprietary loan origination systems and data analytics technology, to expand our reach in marketing
channels utilized and credit products offered. As a technology-focused bank, we have utilized technology-oriented loan origination platforms in our Strategic Programs, SBA lending,
Residential & Owner Occupied Commercial Real Estate, and POS lending Equipment Financing business lines. We have also deployed our own in-house technology to deliver loan
and deposit solutions to our customers directly and through third parties.

The Company was formed in 2002 and acquired 100% of the stock of Utah Community Bank, a local community bank founded in 1999 focusing on real estate lending in and around
the Salt Lake City, Utah MSA. While the Bank is our primary asset we also have a 10% 20% membership interest in BFG, a Connecticut limited liability company, a nationally
significant referral source for SBA loans and a legal lending facilitator. As described below, we have a right of first refusal to purchase additional interests in BFG from any selling
member along with an option to purchase all of the interests from the remaining members through January 1, 2028. See “Our Relationship with Business Funding Group.”

We originate, sell or hold loans in four main lending areas: (i) nationwide Strategic Programs, (ii) a multi-state SBA 7(a) lending program, (iii) residential and
owner occupied commercial real estate lending, in and around the Salt Lake City, Utah MSA, and (iv) multi-state consumer lending primarily through our POS
lending program. Except in the case of PPP loans, we equipment financing. We have principally relied on core deposits, including Institutional Deposits, to fund
our lending activities but also have used brokered deposits, Health Savings Account (HSA) sourced through a third party, and borrowings when we deem
appropriate. In September 2022, we launched a core deposit program sourced through Lively, Inc. a Health Savings Account (HSA) provider.

The Company completed its Initial Public Offering (“IPO”) of 4,025,000 shares of its common stock at a public offering price of $10.50 per share on November

23, 2021. The common stock is traded on the NASDAQ Global Market under the ticker symbol “FINW.” The IPO generated aggregate net proceeds to the
Company of approximately $35.6 million after deducting underwriting discounts and offering expenses.

FinWise Bancorp serves as a registered bank holding company with respect to the Bank, subject to regulation and examination by the Utah Department of Financial Institutions
(“UDFI") and the Federal Reserve Board. FinWise Bancorp currently does not engage in any material business activity other than those relating to owning all of the capital stock of
FinWise Bank.

Our Relationship with Business Funding Group

BFG is a nationally significant referral source of small business loans. Included in these loans are SBA loans to be funded by financial institutions and other SBA lenders. BFG
works alongside a network of over 50 banks to refer business loans to small, independent businesses across various industries. Our relationship with BFG is an important
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component of our diversification strategy. Since the launch of our SBA lending program in 2014, BFG has been the primary source of SBA loan referrals for the Bank. In
consideration of marketing and referral services provided to the Bank, BFG receives a fee for SBA loans referred to the Bank that are closed and funded by the Bank. The fees on
each SBA loan referred to the Bank by BFG are determined on a loan-by-loan basis and based on the amount and terms of the principal SBA loan. The methodology for determining
such fees has been substantially consistent since 2019. Such fees are disclosed on SBA Form 159 and filed with SBA for each funded loan.

Index

Between March 2018 and July 2018, in exchange for cash proceeds, we sold 1,476,090 shares representing approximately 23.4% of our issued and outstanding
common stock at the time of such sale to four individuals associated with BFG and one individual not associated with BFG pursuant to change in control
applications filed with the Federal Reserve Bank and UDFI. The Federal Reserve Bank determined that these five individuals were acting in concert, but that the
shares purchased by the five individuals were not attributable to BFG for purposes of the Bank Holding Company Act of 1956, as amended.

In December of 2019, we acquired directly from four of the five individuals who acquired our shares in 2018, a 10% ownership interest in BFG in exchange for 950,784 newly issued
shares of our common stock, representing 10.9% of the Company’s outstanding common stock at the time of purchase. The UDFI approved the acquisition of the additional shares
of our common stock in the exchange by the four individuals and the Federal Reserve Bank did not object, provided that no individual owns more than 9.9% of our issued and
outstanding common stock (as calculated in accordance with the rules and regulations of the Federal Reserve Bank).

To strengthen our relationship with BFG, we also negotiated a right of first refusal and an option to acquire 100% of BFG. Subject to the terms of that certain
Right of First Refusal and Option Agreement, dated as of March 31, 2020, we were granted an option to acquire all of the ownership interests in BFG at any
time from January 1, 2021, to January 1, 2028, at

Index

an earnings multiple of 10 to 15 times BFG'’s net profit based on the fiscal year ended immediately prior to the exercise of the option. In addition, we have a right of first refusal, prior
to our exercise of our option, to acquire any ownership interests that any individual owner of BFG wishes to sell. As consideration for the right of first refusal and option, we issued
warrants to each BFG member (other than the Company) with the right to acquire shares of our common stock on a pro rata basis according to each such person’s percentage
ownership in BFG, not exceeding an aggregate of 270,000 shares, at an exercise price of $6.67 per share. Unless otherwise exercised, the warrants will expire on March 31, 2028.
Other than the Right of First Refusal and Option Agreement and the Standstill Agreement, there are no other agreements between us and BFG or among our respective
shareholders.

On July 25, 2023, the Company entered into a Membership Purchase Agreement, as amended (the "Purchase Agreement") with BFG and four members of BFG ("Sellers").
Pursuant to the Purchase Agreement, the Company acquired an additional 10% non-voting ownership interest in BFG (the "Transaction”). On February 5, 2024, the Transaction was
consummated and the Company issued in the aggregate 339,176 shares of Common Stock of the Company, par value $0.001 per share, in a private placement to the Sellers in
exchange for their 10% aggregate non-voting ownership interest in BFG When combined with the Company’s existing 5.3% non-voting ownership interest and 4.7% voting
ownership interest in BFG, the Company has a 20% ownership interest in BFG comprising a 4.7% voting ownership and a 15.3% nonvoting ownership interest.

BFG is not an affiliate of the Bank as defined under the Federal Reserve Act and Regulation W promulgated thereunder. Accordingly, we are not subject to restrictions imposed by
Regulation W with respect to transactions with BFG, and we are not aware of any other regulatory restrictions on the business relationship between the Bank and BFG.

Lending Activities

Overview. We maintain a diversified loan portfolio in terms of the types of loan products it contains and customer characteristics, with a focus on individual consumers and small
businesses.

The following table presents the composition of our total loan held for investment portfolio by lending program, as of December 31, 2022 December 31, 2023:

% of Loans in

Category of
(% in thousands) Total Loans Total Loans
% of
Loans in
Category
of
$in Total Total
($ in thousands) thousands)  Loans Loans
SBA $ 145,172 55.8% SBA $239,922 64.5 64.5 %
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Commercial

Commercial leases leases 38,110 10.2 %

Commercial,
non-real

Commercial, non-real estate 11,484 4.4 9% estate 2,457 0.7 0.7 %
Residential

Residential real estate 37,815 14.5% real estate 38,123 10.2 10.2 %
Strategic
Program

Strategic Program loans 47,848 18.4 % loans 19,408 5.2 52 %

Commercial real estate 12,063 4.7%

Commercial real estate:
Owner occupied

Owner occupied

Owner occupied 20,798 5.6 %
Non-owner
Non-owner occupied occupied 2,025 0.5 %
Consumer 5,808 2.2% Consumer 11,372 3.1 3.1 %
Total $ 260,190 100.0% Total $372,215 100.0 100.0 %

Note: SBA loans in the table above include $0.6 million $131.7 million of PPP loans as of December 31, 2022,

Index

SBA 7(a) loan balances that are guaranteed by the SBA.

SBA 7(a) Loans. Since 2014, we have utilized relationships with third parties (primarily BFG) to originate loans partially guaranteed by the SBA, to small businesses and
professionals. Once originated, we will either retain the loans or sell the SBA-guaranteed portion (generally 75% of the principal balance) of the loans we originate at a premium in
the secondary market while retaining all servicing rights and the unguaranteed portion. Loan terms generally range from 120 to 300 months and interest rates generally range from
the prime rate plus 200 basis points to the prime rate plus 275 basis points, as adjusted quarterly. During the year ended December 31, 2022 December 31, 2023, we originated
approximately $166.4 million $122.9 million in SBA 7(a) loans and held approximately $144.5 million $239.9 million of SBA 7(a) loans on our balance sheet as of December 31,
2022, excluding PPP loans, December 31, 2023 of which $49.5 million $131.7 million was guaranteed by the SBA and $95.0 million $108.2 million was unguaranteed. Excluding the
impactAs of an aggregate of $0.6 million in PPP loan balances outstanding as of December 31, 2022 December 31, 2023, our loan portfolio as of that date is comprised of
36.6% 29.1% in unguaranteed portions of SBA 7(a) loans and 19.1% 35.4% in guaranteed portions of SBA 7(a) loans.

As an experienced SBA 7(a) lender, we were an active participant in the first round of PPP lending. No PPP loans were originated by the Company during the
year ended December 31, 2022. In addition to a 1.0% interest rate paid by the borrower, the PPP loans also resulted in fees paid by the SBA to the Bank for
processing PPP loans, which fees are accreted into interest income over the life of the applicable loans. If a PPP loan is forgiven or paid off before maturity, the
remaining unearned fee is recognized into income at that time. For the year ended December 31, 2022, the Company recognized a

de minimis Indexamount in PPP-related SBA accreted deferred loan fees through interest income. A de minimis amount of deferred fees is remaining as of
December 31, 2022.

The SBA's 7(a) program provides 75%, 85% and 90% guarantees for eligible SBA 7(a) loans. The maximum 7(a) loan amount is $5 million. The guaranty is conditional and covers a
portion of the risk of payment default by the borrower, but not the risk of improper closing and servicing by the lender.

Our existing SBA 7(a) lending program is supported by referrals from BFG and others. BFG refers SBA loan applicants to the Bank for review and consideration. Only the Bank in its
sole capacity has the authority to approve SBA loan applications. In all circumstances, the Bank has the right to decline an SBA loan referred by BFG that is deemed not to meet its
credit standards. The Bank in its sole capacity has the discretion to determine whether to sell or retain the guaranteed portion of any or all SBA loans it funds. Fees are not paid
based on the secondary market premium received or the amount sold.

Strategic Programs. We have established Strategic Programs with various third-party consumer and commercial loan origination platforms that use technology to streamline the
origination of consumer and small commercial loans. We currently have eleventwelve Strategic Program relationships. The terms of our Strategic Programs generally require each
Strategic Program platform to establish a reserve deposit account with the Bank or another financial institution, intended to protect the Bank in the event a purchaser of loan
receivables originated through our Strategic Programs cannot meet its contractual obligation to purchase. This amount is usually set at a 1:1 ratio but may be restructured in certain
circumstances as the relationship seasons or if the Strategic Program platform is an established company. Collateral may include deposits held at the Bank, at another institution
where the Bank has control of the account or a combination of deposits and other vehicles such as letters of credit. We have selectively retained a portion of the loans or receivables
based on analytics generated by FinView™ and the capacity and appetite of the Bank. We have also selectively purchased pools of loans from our Strategic Program service
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providers. The Bank reserves for incurred loan losses associated with loans held-for-investment based on modeled loss projections and adjusts such reserves as needed. Our
Strategic Programs also cover a wide range of borrower credit profiles, loan terms and interest rates. Loan terms range from 1 month to 72 months. Interest rates currently range
from 8% to 160%. During the year ended December 31, 2022 December 31, 2023, we originated approximately $7.1 billion $4.1 billion in Strategic Program loans and we held for
investmenthad approximately $24.3 million $19.4 million in Strategic Program loans and approximately $23.6 million in Strategic Program loans held-for-sale as of December 31,
2022 held for investment on our balance sheet at December 31, 2023. Business checking and money market demand accounts associated with Strategic Program relationships held
balances of approximately $49.7 million $68.1 million (including $16.6 million $29.8 million held as collateral) as of December 31, 2022 December 31, 2023. Excluding the impact As
of $0.6 million in PPP loan balances outstanding as of December 31, 2022 December 31, 2023, our Strategic Program held-for-sale loans comprised 9.1% of the Bank’s loan
portfolio and our Strategic Program held-for-investment loans comprised of 9.3% 5.2% of the Bank’s loan portfolio.
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Residential and Commercial Real Estate Loans. We operate a single branch location in Sandy, Utah. From this branch, we offer commercial and consumer banking services
throughout the greater Salt Lake City, Utah MSA. These products are delivered using a high-touch service, relationship banking approach. The majority of the lending product
consists of residential non-speculative construction loans which generate both non-interest income and interest income. Construction loan terms generally range from 9 to 12
months and interest rates currently range from the prime rate to the prime rate plus 200 basis points. All the loans generated through this branch are held on our balance sheet. As
of December 31, 2022 December 31, 2023, our branch-based banking operations consisted of approximately $53.9 million $68.9 million in loans (including approximately $49.9
million $60.9 million of residential and commercial real estate loans) and approximately $50.7 million in deposits. The deposit operations at our branch focus on local businesses and
individual customers that are seeking personal service and the relationships developed with our local bankers. These deposits comprise demand deposits, NOW accounts, MMDAs,
savings accounts, and time deposits that are not brokered deposits. .

Primarily, our loans secured by real estate are made to established builders to construct residential properties, loans to developers of commercial real estate investment properties
and residential developments and loans to individual consumers for construction of single-family homes in our market areas. Our commercial real estate loans primarily include
owner-occupied and investment real estate deeds of trust. We also make loans for the acquisition of undeveloped land. Excluding the impact As of $0.6 million in PPP loan balances
outstanding as of December 31, 2022 December 31, 2023, our residential real estate loans comprised 14.6% 10.2% of the Bank's total loan loans held for investment portfolio, and
our commercial real estate loans comprised 4.7%6.1% of the Bank’s total loanloans held for investment portfolio. The majority of our commercial real estate loans are owner
occupied commercial real estate loans which comprise 5.6% of the Bank's loans held for investment portfolio. Construction loans are typically disbursed as construction progresses
and carry variable interest rates. Our construction and development loans typically have terms that range from six months to nine months but may be extended depending on factors
such as the type and size of the development and the financial strength of the borrower/guarantor. Loans are typically structured with an interest only construction period and mature
at the completion of construction.

Commercial Leases. Underwriting is generally based on commercial credit metrics where the primary repayment source is borrower cash flow, secondary is personal guarantor cash
flow (when applicable) and tertiary is the sale of collateral pledged. These leases are generally secured by liens on business assets. Historically, we have retained these leases on
our balance sheet for investment. As of December 31, 2023, our commercial leases comprised 10.2% of the Bank’s loans held for investment portfolio.

Commercial Non-Real Estate Loans. Commercial non-real estate includes loans made to commercial enterprises that are not secured by real estate. Any loan, line of credit, or letter
of credit (including any unfunded commitments), and any interest the Bank obtains in such loans made by another lender, to individuals, sole proprietorships, partnerships,
corporations, or other business enterprises for commercial, industrial, agricultural, or professional purposes, but not for
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personal expenditure purposes are included in this category. Underwriting is generally based on commercial credit metrics where the primary repayment source is borrower cash
flow, secondary is personal guarantor cash flow (when applicable) and tertiary is the sale of collateral pledged. These loans are generally secured by liens on business assets.
Historically, we have retained these loans on our balance sheet for investment. As of December 31, 2023, our commercial non-real estate loans comprised 0.7% of the Bank’s loans
held for investment portfolio.

Consumer Loans. Consumer loans consist primarily of loans originated through our POS Point of Sale ("POS") program. Since 2011, the Bank has offered collateralized and
uncollateralized loans without prepayment penalties to finance the purchase of retail goods and services. Loan applications are submitted at the point-of-sale through an online
portal. Historically, all of the loans originated through our POS lending program have been held on our balance sheet. We target super prime (FICO score of 720 and higher), prime
(FICO score of 661 through 719) and near-prime (FICO score of 640 through 660) borrowers. Loan terms are generally 60 months and interest rates current range from 7.0% to
14.5%. We utilize a high degree of automation in this program and track loan applications, analyze credit and approve loans by deploying a combination of FinView™ internal and
“off-the-shelf” technology solutions. The majority of the approximately $5.8 million $11.4 million in consumer loans outstanding as of December 31, 2022 December 31, 2023, that
were not generated through our Strategic Programs were originated in connection with our POS lending program. During the year ended December 31, 2022 December 31, 2023,
we originated approximately $3.3 million $8.4 million in POS loans and held approximately $4.4 million $9.7 million of POS loans on our balance sheet as of December 31,
2022 December 31, 2023. Excluding the impact As of $0.6 million in PPP loan balances outstanding as of December 31, 2022 December 31, 2023, our consumer loans comprised
2.2% 3.1% of the Bank’s total loan loans held for investment portfolio.

Commercial Non-Real Estate Strategic Program Loans Held For Sale. Commercial non-real estate includes leases and The majority of originations of Strategic Program loans made
to commercial enterprises that are not secured maintained by real estate. Any loan, linethe Company as loans held for investment. We have selectively retained a portion of
credit, the Strategic Program loans or letterreceivables based on the capacity and risk appetite of credit (including any unfunded commitments), and any interest the Bank
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obtains with the majority of Strategic Program originations being sold to investors. At December 31, 2023, the Company had $47.5 million in such Strategic Program loans made by
another lender, to individuals, sole proprietorships, partnerships, corporations, or other business enterprises for commercial, industrial, agricultural, or professional purposes, but not
for personal expenditure purposes are included in this category. Underwriting is generally based on commercial credit metrics where the primary repayment source is borrower cash
flow, secondary is personal guarantor cash flow (when applicable) and tertiary is the sale of collateral pledged. These loans are generally secured by liens on business assets.
Historically, we have retained these leases and loans on our balance sheet for investment. Excluding the impact of $0.6 million in PPP loan balances outstanding as of December
31, 2022, our commercial non-real estate loans comprised 4.4% of the Bank’s total loan portfolio. held-for-sale.
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Credit Administration and Loan Review

We maintain asset quality through an emphasis on market knowledge, long-term customer relationships, analysis of data, consistent and thorough underwriting for all loans,
surveillance and monitoring of our loan portfolio and a risk-based credit culture. We seek to maintain a broadly diversified loan portfolio in terms of type of loan product, credit
demographic, geographic area and in respect of our commercial customers, the industries in which they are engaged. We control credit risk both through disciplined underwriting of
each transaction, as well as active credit management processes and procedures to manage risk and minimize loss throughout the life of a loan, and our loan policies establish the
basic guidelines governing our lending operations.

Underwriting. In evaluating credit, we use both judgmental and statistically based approaches, depending on the specific credit product.

In taking the judgmental approach, we evaluate each potential loan relationship and adhere to a disciplined underwriting evaluation process that includes the following:

. understanding the customer’s financial condition and ability to repay the loan;

. evaluating management performance and expertise and industry experience;

. verifying that the primary and secondary sources of repayment are adequate in relation to the amount and structure of the loan;

. observing appropriate loan-to-value guidelines for collateral secured loans;

. maintaining our targeted levels of diversification for the loan portfolio, both as to type of borrower and type of collateral; and

. ensuring that each loan is properly documented with perfected liens on collateral.

In taking the statistical approach, we rely on data and automation to inform our credit decision-making. We create standardized underwriting criteria that are uniformly and
consistently applied to each product. When originating with a third party, we review and approve the credit approval models prior to the launch of the lending program. These models
are also periodically validated by independent third parties in accordance with regulatory guidance. For retained portfolios, we conduct vintage analyses to ensure credit is
performing as expected.

Index

Loan Approval Authority. Our lending activities follow written, non-discriminatory underwriting standards and loan origination procedures established by our board of directors and
management. We have established several levels of lending authority that have been delegated by the board of directors to our loan committee and other personnel in accordance
with our loan policy. The thresholds associated with lending authorities vary by loan product. Our loan committee is comprised of our Chief Executive Officer, our President, our
Chief Credit Officer, our Chief Financial Officer, certain other members of management and select senior loan officers, which is primarily responsible for day-to-day implementation
and oversight of our loan approval procedures. The levels of lending authority are periodically reviewed by the Bank’s board of directors. Authority limits are based on the total
exposure of the borrower, the loan product, and are conditioned on the loan conforming to the standards contained in the loan policy. Any loan policy exceptions are appropriately
monitored and fully disclosed to the approving authority. We believe that our credit approval process provides for thorough underwriting and efficient decision making.
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Ongoing Credit Risk Management. In addition to the tailored underwriting process described above, we perform ongoing risk monitoring and review processes for credit exposures.
Individual loan reviews encompass a loan’s payment status and history, current and projected paying capacity of the borrower and/or guarantor(s), current condition and estimated
value of any collateral, sufficiency of credit and collateral documentation, and compliance with Bank and regulatory lending standards. We record any necessary charge-offs
promptly and maintain adequate allowance levels for probable loan losses incurred in the loan portfolio. Management regularly reviews the status of the watch list and classified
assets portfolio as well as the larger credits in the portfolio. Once a loan is identified as a problem loan or a loan requiring a workout, the Bank makes an evaluation and develops a
plan for handling the loan. In developing such a plan, management reviews all relevant information from the loan file and any loan review reports. We have a conversation with the
borrower and update current and projected financial information (including borrower global cash flows when possible) and collateral valuation estimates. Following analysis of all
available relevant information, management adopts an action plan from the following alternatives: (a) continuation of loan collection efforts on their existing terms, (b) a restructure of
the loan’s terms, (c) a sale of the loan, (d) a charge-off or partial charge-off, (e) foreclosure on pledged collateral, or (f) acceptance of a deed in lieu of foreclosure. For loans
originated through our Strategic Program, the Bank does not currently grade individual loans held-for-investment due to their small balances and homogenous nature. As credit
quality for Strategic Program loans have been highly correlated with delinquency levels, Strategic Program loans are evaluated collectively by program. Pursuant to our credit policy,
our loan committee is required to consider loan grade updates at our quarterly meetings

Our loan committee and board members are updated on a regular basis on all servicing and liquidation efforts. We believe such routine and recurring discussions amongst our loan
committee members and board of directors help prevent oversight errors that may occur in improperly managed loan portfolios.

The Bank analyzes each loan application in a reasonable manner, consistent with prudent lending standards. Additional factors considered during underwriting
include, but are not limited to:

. whether the applicant has any other loans(s) (including through the PPP, SBA EIDL, other stimulus financing) that have repayment or contingent repayment requirements
which could impact cash flow;

« for commercial applicants, whether the business revenue and staffing levels were impacted by the Covid-19 pandemic and whether the business has a
contingency plan for revenues and operations for a minimum of the next 18 months;

o for individual applicants, whether his or her source of income has been or may be impacted;

. whether historical financial information can be reasonably relied upon based on current market conditions; and

. the impact current market conditions have on collateral adequacy.

Credit Concentrations. We actively monitor and manage the composition of our loan portfolio, including credit concentrations. Our credit policies establish concentration limits by
loan product to manage portfolio diversification. The Bank’s concentration management program couples quantitative data with a thorough qualitative approach to provide an in-
depth understanding of its loan portfolio concentrations. The Bank’s portfolio analysis includes concentration trends by portfolio product type, overall growth trends, pool correlations,
risk rating trends, policy and/or underwriting exceptions, nonperforming asset trends, stress testing, market and submarket analysis and changing economic conditions. The portfolio
concentration limits set forth in the Bank’s lending and collection policies are reviewed and approved by the Bank’s board of directors at least annually. Concentration levels are
monitored by management and reported to the Bank’s board of directors on a quarterly basis.
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Lending Limits

Our lending activities are subject to a variety of lending limits imposed by state and federal law. In general, the Bank is subject to a legal lending limit on loans to a single borrower
based on the Bank's capital level as dictated by the State of
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Utah. The dollar amounts of the Bank’s lending limit increases or decreases as the Bank’s capital increases or decreases. The Bank is able to sell participations in its larger loans to
other financial institutions, which allows it to better manage the risk and exposure involved with larger loans and to meet the lending needs of its customers requiring extensions of
credit in excess of Bank or regulatory limits. The Bank's legal lending limit on loans to a single borrower was approximately $16.5 million $20.2 million as of December 31,
2022 December 31, 2023.

Strategic Programs
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Overview. We currently source most of our loan originations through our Strategic Programs. Our Strategic Programs include a broad array of products for both prime and subprime
borrowers including both consumer and commercial loans that may be secured or unsecured, and open- or closed-end products, depending on the particular market targeted by the
Bank and the specific Strategic Program service provider. Minimum and maximum loan amounts range from $500 to $2.0 million and loan terms range from 6 to 72 months.

The Bank’s current Strategic Program service providers include OppFi, Reach Financial (formerly Liberty Lending), LendingPoint, American First Finance, Elevate, Upstart, Mulligan
Funding, Great American Finance, Edly, Empower, Stride, and Stride. Earnest. From time to time, we expect the number and composition of our Strategic Program service providers
to change as the business develops, contract terms expire or agreements with service providers are otherwise terminated. The Bank has engaged with other Strategic Program
service providers since we established our first Strategic Program in 2016 and we may enter into Strategic Programs with other service providers in the future.

Selection and Oversight. We select service providers for our Strategic Programs applying third party guidance promulgated by the FDIC, including comprehensive onboarding due
diligence covering strategic, operational, transaction, compliance, credit and other risks, and evaluating any potential reputational impact. Furthermore, the Bank conducts extensive
ongoing oversight and monitoring of the Strategic Program service providers in accordance with regulatory requirements and as augmented by Bank policies and the Bank's
compliance management systems developed for its oversight of the Strategic Program service providers.

Our oversight also impacts our decision to retain loans with Strategic Program service providers because the Bank may choose not to retain any loans or interest until the Strategic
Program service provider has satisfied certain audit requirements of the Bank. We seek service providers that offer credit products focused on amortizing loans to borrowers with a
demonstrated ability to repay and that are priced appropriately to the credit profile of the borrower (including credit history). Further, we seek service providers that instill our values
of moving a customer forward. This is characterized by high customer service standards and an emphasis on regulatory compliance and consumer protections that may not be
afforded these customers through a non-bank product.

Structure. In structuring a Strategic Program, the Bank and the Strategic Program service provider generally review and agree upon a set of program guidelines established by the
Bank and tailored to accommodate target borrowers within the Strategic Program. We require the Strategic Program service providers to adhere to specific Bank underwriting
criteria to originate loans to ensure that the borrowers are solicited and serviced in accordance with all applicable laws and regulatory requirements. The guidelines set forth various
loan approval considerations, including but not limited to the borrower's name, credit score, and other underwriting criteria. Loan applications are processed by the Strategic
Program service provider in accordance with the Bank’s guidelines and delivered to the Bank for approval. Loan applications generally involve automated loan decisions by use of
credit models, and decisions are typically rendered instantly after the submission of the loan application to the Bank. No loan is approved unless the Bank reviews and approves the
borrower’s application. Borrowers to whom we originate loans through our Strategic Programs generally include consumers considered super prime (FICO score of 720 and higher),
prime (FICO score of 661 through 719), near prime (FICO score of 640 through 660) and subprime (FICO score of 660 and below), as well as consumers that lack a credit history
as reported through one of the three credit bureaus. The application and approval process is generally performed electronically although some are underwritten manually. Each loan
originated by the Bank complies with applicable federal and state laws that apply to the Bank. As indicated, the Bank treats our Strategic Program service providers as its vendors
and subjects the service providers to the requirements of the FDIC for vendor and third-party management.
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We typically retain Strategic Program loans for a number of business days after origination during which the Bank generally receives interest income related to the loans. Following
this retention period, the Bank may sell either a portion of the loan or the whole loan to a special purpose investment vehicle or other investor as identified by us or our Strategic
Program service providers. Such purchase transactions typically require the purchaser to maintain a reserve account with the Bank or another financial institution to secure the
purchaser’s contractual obligations to purchase. Some of our Strategic Program service providers may also securitize the loans originated through the program and the Bank may
choose
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to participate in such securitizations for liquidity reasons. The Bank may also hold a portion of the loans or receivables for investment. Our retention parameters vary among different
Strategic Programs. The Bank’s retention obligations may be discretionary with respect to some Strategic Programs. In other Strategic Programs, the Bank may choose not to retain
any loans or interest until the Strategic Program service provider has satisfied certain audit requirements of the Bank.

Fees and Other Economics. The Bank may earn fees on its Strategic Programs as delineated in each Strategic Program contract and may vary by contract. Service providers may
also be required to pay minimum monthly fees to the Bank or reimburse the Bank for certain agreed-upon expenses. Some Strategic Programs require the service provider pay a
fee to the Bank if it enters into a similar strategic relationship with another bank or financial institution.

On October 13, 2021, we formed FinWise Investments, LLC, a limited liability company, as a wholly owned subsidiary of the Company to hold and manage private investments
made by the Company and the Bank. The Company currently holds and, in the future, may acquire equity in certain of our Strategic Program service providers through this
subsidiary. As of December 31, 2022 December 31, 2023, and 2021, 2022, this subsidiary holds $0.3 million and $0.1 million $0.3 million, respectively, of equity securities of one two
Strategic Program service provider.

providers.
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Servicing. The Bank generally services the loans originated through the Strategic Programs in consideration of servicing fees equal to a percentage of the loans generated under
the Strategic Program. In turn, the Strategic Program service providers, subject to the Bank’s approval and oversight, serve as sub-servicer and perform typical primary servicing
duties including loan collections, modifications, charging-off, reporting and monitoring.
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Funding and Deposits

Our deposits serve as the primary funding source for lending, investing and other general banking purposes. We provide a full range of deposit products, including a variety of
checking and savings accounts, time deposits, and money market accounts. We also provide a wide range of deposit services, including debit cards, remote deposit capture, online
banking, mobile banking, and direct deposit services. We also offer business accounts and cash management services, including business checking and savings accounts and
treasury services. We solicit deposits through our relationship-driven team of dedicated and accessible bankers and through community-focused marketing.

We use a diversified funding strategy with an emphasis on core deposits from our branch operations, deposits originated through SBA 7(a) lending programs
and Strategic Programs, coupled with brokered deposits and borrowings as needed. A significantmeaningful portion of our core deposits include funds
deposited through our Strategic Programs, to support reserve requirements. The terms of our Strategic Programs generally require each Strategic Program
platform to establish a reserve deposit account with the Bank, intended to protect the Bank in the event a purchaser of loan receivables originated through our
Strategic Programs cannot meet its contractual obligation to purchase. The reserve deposit account balance is typically required to at least equal the total
outstanding balance of loans held-for-sale by the Bank related to the Strategic Program. The Bank has the right to withdraw amounts from the reserve deposit
account to fulfill loan purchaser obligations created under the Strategic Program agreements. Depending on the strength of the relationship between the Bank
and our Strategic Program relationship, we may reduce the required amount of reserve deposits held and/or allow a portion of the requirement to be fulfilled by a
letter of credit. In addition to the reserve deposit account, certain Strategic Program relationships have opened operating deposit accounts at the Bank. The
charts below illustrate the composition of our deposit portfolio as of December 31, 2022.

Total Denosits Breakdown
leugraphic

Our core deposits, as of December 31, 2022 December 31, 2023, constituted 69.0% 42.6% of our funding sources (our core deposits comprise the sum of demand deposits, HSA
demand deposits sourced through Lively, Inc., NOW accounts, MMDA accounts, savings accounts, and time deposits under $250,000 that are not brokered deposits).
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Securities Portfolio

We manage our securities portfolio and cash to maintain adequate liquidity and to ensure the safety and preservation of invested principal, with a secondary focus on yield and
returns. Our investments were approximately $14.3 million $15.4 million as of December 31, 2022 December 31, 2023. Specific objectives of our investment policy and portfolio are
as follows:

. Ensure the Safety of Principal—Bank investments are generally limited to investment-grade instruments that fully comply with all applicable regulatory guidelines and
limitations. Allowable non-investment-grade instruments must be approved by the board of directors.

. Income Generation—The Bank’s investment portfolio is managed to maximize income on invested funds in a manner that is consistent with the Bank’s overall financial goals
and risk considerations.

Index

. Provide Liquidity—The Bank’s investment portfolio is managed to remain sufficiently liquid to meet anticipated funding demands either through declines in deposits and/or
increases in loan demand.

« Mitigate Interest Rate Risk—Portfolio strategies are used to assist the Bank in managing its overall interest rate sensitivity position in accordance with goals and objectives
approved by our board of directors.
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Our investment policy is reviewed and approved annually by our board of directors. Overall investment objectives are established by our board through our investment policy and
monitored through our asset-liability management committee. Day-to-day activities pertaining to the securities portfolio are conducted under the supervision of our Chief Financial
Officer. We actively monitor our investments on an ongoing basis to identify any material changes in our mix of securities. We also review our securities for potential impairment
(other-than-temporary impairments) at least quarterly.

Competition

The banking and financial services industry is highly-competitive, and we compete with a wide range of financial institutions within our markets, including local, regional and national
commercial banks, credit unions, and non-bank financial service providers such as financial technology companies and other financial intermediaries for certain of our products and
services. Some of our competitors are not currently subject to the regulatory restrictions and the level of regulatory supervision applicable to us.

Interest rates on loans and deposits, as well as prices on fee-based services, are typically significant competitive factors within the banking and financial
services industry. Many of our competitors are much larger financial institutions that have greater financial resources than we do and compete aggressively for
market share. These competitors attempt to gain market share through their financial product mix, pricing strategies and banking center locations.

Other important standard competitive factors in our industry and markets include office locations and hours, quality of customer service, community reputation, continuity of
personnel and services, capacity and willingness to extend credit, and ability to offer sophisticated banking products and services through multiple channels. While we seek to
remain competitive with respect to fees charged, interest rates and pricing, we believe that our banking product suite, our high-quality customer service culture, our strategic
relationships with third parties, our positive reputation and long-standing relationships will enable us to compete successfully within our markets and enhance our ability to attract
and retain customers.

Human Capital Resources

As of December 31, 2022 December 31, 2023, we employed 146 persons, of which 140 were employed on a 162 full-time basis. equivalent employees. None of
our employees are represented by any collective bargaining unit or are a party to a collective bargaining agreement. We believe the relationship with our
employees to be good.

15

Index

We believe that the success of a business is largely due to the quality of its employees and the development of each employee’s full potential. We encourage and support the
development of our employees and, whenever possible, strive to fill vacancies from within. Employee retention helps us operate efficiently and achieve our business objectives. We
also believe our ability to attract and retain employees is a key to our success. Accordingly, we strive to offer competitive salaries and employee benefits to all employees and
monitor salaries in our market areas.

Supervision and Regulation

General

We are extensively regulated under both federal and state law. These laws restrict permissible activities and investments and require compliance with various consumer protection
provisions applicable to lending, deposit, brokerage, and fiduciary activities. They also impose capital adequacy requirements and conditions on a bank holding company’s ability to
pay dividends to its shareholders, to repurchase stock or to receive dividends from its subsidiary banks. As a bank holding company, the Company is subject to regulation and
supervision by the Federal Reserve and the UDFI. We are required to file with the Federal Reserve quarterly and annual reports and such additional information as the Federal
Reserve may require pursuant to the BHC Act. The Federal Reserve conducts examinations of the Company and its subsidiaries. In addition, as a Utah state-chartered bank that is
not a member of the Federal Reserve, the Bank is subject to primary regulation, supervision, and examination by the FDIC and the UDFI. The Bank’s deposits are insured by the
FDIC through the Deposit Insurance Fund (“DIF"). Based on this deposit insurance function, the FDIC also has certain supervisory authority and powers over the Bank as well as all
other FDIC insured institutions. As a Utah-chartered commercial bank, the Bank is also subject to certain provisions of Utah law and the supervision of the UDFI. Additionally, as a
state-chartered bank that is not a member of the Federal Reserve System, the Bank is also subject to regulation and supervision by the FDIC. Both the UDFI and the FDIC conduct
routine examinations of the Bank. The Company’s and the Bank’s regulators generally have broad discretion to impose
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restrictions and limitations on our operations. Bank regulation is intended to protect depositors, consumers, and commercial customers, and not shareholders. This supervisory
framework could materially impact the conduct and profitability of our activities.

To the extent that the following information describes statutory and regulatory provisions, it is qualified in its entirety by reference to the text of applicable statutory and regulatory
provisions. Legislative and regulatory initiatives, which necessarily impact the regulation of the financial services industry, are introduced from time-to-time. We cannot predict
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whether or when potential legislation or new regulations will be enacted, and if enacted, the effect that new legislation or any implemented regulations and supervisory policies
would have on our financial condition and results of operations. Moreover, bank regulatory agencies can be more aggressive in responding to concerns and trends identified in
examinations, which could result in an increased issuance of enforcement actions to financial institutions requiring action to address credit quality, liquidity, risk management, and
capital adequacy, as well as other safety and soundness concerns.

Regulation of FinWise Bancorp

We are registered as a bank holding company under the BHC Act and are subject to regulation and supervision by the Federal Reserve. We are legally obligated to act as a source
of financial strength to the Bank and to commit resources to support the Bank in circumstances where we might not otherwise do so. The BHC Act, and the regulations promulgated
by the Federal Reserve thereunder, require us to secure the prior approval of the Federal Reserve before we own or control, directly or indirectly, more than 5% of the voting shares
or substantially all the assets of any bank, thrift, bank holding company or thrift holding company, or merge or consolidate with another bank or thrift holding company. Further, under
the BHC Act, our activities and those of any nonbank subsidiary are limited to: (i) those activities that the Federal Reserve determines to be so closely related to banking as to be a
proper incident thereto, and (i) investments in companies not engaged in activities closely related to banking, subject to quantitative limitations on the value of such investments.
Prior approval of the Federal Reserve may be required before engaging in certain activities. In making such determinations, the Federal Reserve is required to weigh the expected
benefits to the public, such as greater convenience, increased competition, and gains in efficiency, against the possible adverse effects, such as undue concentration of resources,
decreased or unfair competition, conflicts of interest, and unsound banking practices. Subject to various exceptions, the BHC Act and the Change in Bank Control Act, together with
related regulations, require Federal Reserve approval prior to any person or company acquiring “control” of a bank holding company, such as the Company.

Certain acquisitions of our voting stock may be subject to regulatory approval or notice under federal law. Investors are responsible for ensuring that they do not, directly or
indirectly, acquire shares of our stock in excess of the amount that can be acquired without regulatory approval under the Change in Bank Control Act and the BHC Act, which
prohibit any person or company from acquiring control of the Company without, in most cases, the prior written approval of the Federal Reserve. We are also subject to the
regulation of the UDFI. Under Utah Code Ann. § 7-1-503, we are prohibited from issuing or offering to sell any security without approval from the UDFI.

The BHC Act was substantially amended by the Gramm-Leach-Bliley Act, or the GLBA, which, among other things, allows a bank holding company that satisfies certain criteria to
elect to become a financial holding company, which would allow such company to engage in activities that are financial in nature, incidental to such activities, or complementary to
such activities. We have not elected financial holding company status.

There are several restrictions imposed on us by law and regulatory policy that are designed to minimize potential loss to depositors and to the DIF in the event that a subsidiary
depository institution should become insolvent. For example, the Federal Deposit Insurance Act (the “FDIA")and Federal Reserve regulations require a bank holding company to
serve as a source of financial and managerial strength to its bank subsidiaries. As a result, a bank holding company may be expected to commit resources to support its bank
subsidiary, including at times when the holding company may not be inclined or in a financial position to provide it. The Federal Reserve also has the authority under the BHC Act to
require a bank holding company to terminate any activity or to relinquish control of a nonbank subsidiary upon the Federal Reserve’s determination that such activity or control
constitutes a serious risk to the financial soundness and stability of any bank subsidiary of the bank holding company.

The FDIA provides that, in the event of the “liquidation or other resolution” of an insured depository institution, the claims of depositors of the institution (including the claims of the
FDIC as a subrogee of insured depositors) and certain claims for administrative expenses of the FDIC as a receiver will have priority over other general unsecured claims against
the institution. If an insured depository institution, such as the Bank, fails, insured and uninsured depositors, along with the FDIC, will have priority in payment ahead of unsecured,
non-deposit creditors, including the institution’s holding company, with respect to any extensions of credit they have made to such insured depository institution.
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The ability of any bank holding company to acquire another bank holding company or bank is also significantly impacted by discretionary decisions of federal regulators, including
political appointees, as to whether any proposed merger would be consistent with national financial institutions policies. Such views may have an impact on the ability of any bank
holding company to complete a merger transaction as an acquiror, a target, or in a “merger of equals.
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Regulation of FinWise Bank

The Bank is a Utah state-chartered bank and the operations and investments of our Bank are subject to the supervision, examination, and reporting requirements of the UDFI and
the FDIC. The UDFI supervises and regulates all areas of the Bank’s operations including, without limitation, the making of loans, the issuance of securities, the conduct of the
Bank’s corporate affairs, the satisfaction of capital adequacy requirements, the payment of dividends, and the establishment or closing of banking offices. The FDIC is the Bank’s
primary federal regulatory agency. In addition, the Bank’s deposit accounts are insured by the FDIC to the maximum extent permitted by law, and the FDIC has certain enforcement
powers over the Bank.

The UDFI and the FDIC periodically examine the Bank’s operations and financial condition and compliance with federal consumer-protection laws. If, based on an examination of
our Bank, the regulators should determine that the financial condition, capital resources, asset quality, earnings prospects, management, liquidity or other aspects of the Bank's
operations are unsatisfactory or that the Bank or our management is violating or has violated any law or regulation, various remedies are available to the regulators. Such remedies
include the power to enjoin unsafe or unsound practices, to require affirmative action to correct any conditions resulting from any violation or practice, to issue an administrative
order that can be judicially enforced, to direct an increase in capital, to restrict growth, to assess civil monetary penalties, to remove officers and directors and ultimately to request
the FDIC to terminate the Bank’s deposit insurance. As a Utah state-chartered bank, the Bank is authorized by statute, subject to certain limitations, to take and pay interest on,
savings and time deposits, to accept demand deposits, to make loans on residential and other real estate, to make consumer and commercial loans, to invest, with certain
limitations, in equity securities and in debt obligations of banks and corporations and to provide various other banking services for the benefit of the Bank’s customers. Various state
consumer laws and regulations also affect the operations of the Bank, including state usury laws, consumer credit and equal credit opportunity laws, and fair credit reporting. In
addition, the Federal Deposit Insurance Corporation Improvement Act of 1991, or FDICIA, generally prohibits insured state-chartered institutions from conducting activities as
principal that are not permitted for national banks.
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Utah-chartered banks are required to pay supervisory assessments to the UDFI to fund its operations. The amount of the assessment paid by a Utah bank to the UDFI is calculated
on an annual basis based on our average total assets for the prior year. During the year ended December 31, 2022 December 31, 2023, the Bank paid a de minimis assessment to
the UDFI.

Capital Adequacy Guidelines

Bank holding companies and banks are subject to various regulatory capital requirements administered by state and federal agencies. These agencies may establish higher
minimum requirements if, for example, a banking organization previously has received special attention or has a high susceptibility to interest rate risk. Risk-based capital
requirements determine the adequacy of capital based on the risk inherent in various classes of assets and off-balance sheet items. Under the Dodd-Frank Act, the Federal Reserve
must apply consolidated capital requirements to depository institution holding companies that are no less stringent than those currently applied to depository institutions. The Dodd-
Frank Act additionally requires capital requirements to be countercyclical so that the required amount of capital increases in times of economic expansion and decreases in times of
economic contraction, consistent with safety and soundness. The current requirements, which began to take effect in 2015, are based on the international Basel Il capital
framework.

On November 13, 2019, the federal regulators finalized and adopted a regulatory capital rule establishing a new community bank leverage ratio (‘CBLR”), which became effective
on January 1, 2020. Eligibility criteria to utilize CBLR instead of the Basel Il risk-based capital ratios include having total assets less than $10 billion and off-balance sheet
exposures that were less than 25% of total assets, among others. The Company and the Bank qualified for and elected to use CBLR beginning in the first quarter of 2020.

Federal law provides the federal banking regulators with broad power to take prompt corrective action to resolve the problems of undercapitalized institutions. Depending upon the
capital category to which an institution is assigned, the regulators' corrective powers include: requiring the submission of a capital restoration plan; placing limits on asset growth and
restrictions on activities; requiring the institution to issue additional capital stock (including additional voting stock) or to be acquired; restricting transactions with affiliates; restricting
the interest rate the institution may pay on deposits; ordering a new election of directors of the institution; requiring that senior executive officers or directors be dismissed;
prohibiting the institution from accepting deposits from correspondent banks; requiring the institution to divest certain

Index

subsidiaries; prohibiting the payment of principal or interest on subordinated debt; and ultimately, appointing a receiver for the institution. In general, a depository institution may be
reclassified to a lower category than is indicated by its capital levels if the appropriate federal depository institution regulatory agency determines the institution to be otherwise in an
unsafe or unsound condition or to be engaged in an unsafe or unsound practice. This could include a failure by the institution, following receipt of a less-than-satisfactory rating on
its most recent examination report, to correct the deficiency.

See “Part I, Item 8. Financial Statements and Supplementary Data — Notes to Consolidated Financial Statements — Note 7, Capital Standards” for additional regulatory capital
information, including the Bank’s and Company’s Leverage Ratio as of December 31, 2022 December 31, 2023.

Safety and Soundness Standards

The federal banking agencies have adopted guidelines designed to assist the federal banking agencies in identifying and addressing potential safety and soundness concerns
before capital becomes impaired. The guidelines set forth operational and managerial standards relating to: (i) internal controls, information systems and internal audit systems; (ii)
loan documentation; (iii) credit underwriting; (iv) asset growth; (v) earnings; and (vi) compensation, fees and benefits.
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In addition, the federal banking agencies have also adopted safety and soundness guidelines with respect to asset quality and for evaluating and monitoring earnings to ensure that
earnings are sufficient for the maintenance of adequate capital and reserves. These guidelines provide six standards for establishing and maintaining a system to identify problem
assets and prevent those assets from deteriorating. Under these standards, an insured depository institution should: (i) conduct periodic asset quality reviews to identify problem
assets; (ii) estimate the inherent losses in problem assets and establish reserves that are sufficient to absorb estimated losses; (iii) compare problem asset totals to capital; (iv) take
appropriate corrective action to resolve problem assets; (v) consider the size and potential risks of material asset concentrations; and (vi) provide periodic asset quality reports with
adequate information for management and the board of directors to assess the level of asset risk.

Transactions with Affiliates and Insiders

We are subject to federal laws, such as Sections 23A and 23B of the Federal Reserve Act (the “FRA"), and the Federal Reserve’s implementing Regulation W, as made applicable
to state non-member banks such as the Bank by Section 18(j) of the FDIA, that limit the size, number and terms of the transactions that depository institutions may engage in with
their affiliates. An affiliate of a bank is any company or entity that controls, is controlled by or is under common control with the bank. Under these provisions, covered transactions
by a bank with nonbank affiliates (such as loans to or investments in an affiliate by the bank) must be on arms-length terms and generally be limited to 10% of the bank’s capital and
surplus for all covered transactions with any one affiliate, and 20% of capital and surplus for all covered transactions with all affiliates. Any extensions of credit to affiliates, with
limited exceptions, must be secured by eligible collateral in specified amounts. Banks are also prohibited from purchasing any “low quality” assets from an affiliate. The Dodd-Frank
Act generally enhanced the restrictions on transactions with affiliates under

Section 23A and 23B of the FRA, including an expansion of the definition of “covered transactions” to include derivatives transactions, repurchase agreements, reverse repurchase
agreements and securities lending or borrowing transactions and an increase in the period of time during which collateral requirements regarding covered credit transactions must
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be satisfied. The Federal Reserve has promulgated Regulation W, which codifies prior interpretations under Sections 23A and 23B of the FRA and provides interpretive guidance
with respect to affiliate transactions. Affiliates of a bank include, among other entities, a bank’s bank holding company parent and companies that are under common control with the
bank. Accordingly, the Company is considered to be an affiliate of the Bank.

We are also subject to restrictions on extensions of credit to our executive officers, directors, shareholders who own more than 10% of our common stock, and their related interests.
Specifically, loans to executive officers, directors or to any person who directly or indirectly, or acting through or in concert with one or more persons, owns, controls or has the power
to vote more than 10% of any class of voting securities of the Bank, or to any political or campaign committee the funds or services of which will benefit those executive officers,
directors, or 10% stockholders or which is controlled by those executive officers, directors or 10% stockholders, are subject to Sections 22(g) and 22(h) of the FRA and the Federal
Reserve’s implementing Regulation O. Among other things, such extensions of credit must be made on substantially the same terms, including interest rates and collateral, as those
prevailing at the time for comparable transactions with third parties, and must not involve more than the normal risk of repayment or present other unfavorable features. Loans to
such persons and certain affiliated entities of any of the foregoing, may not exceed, together with all other outstanding loans to such person and affiliated entities, the institution’s
loans-to-one-borrower limit. Federal regulations also prohibit loans above amounts prescribed by the appropriate federal banking agency to directors, executive officers, and
shareholders who own more than 10% of an institution, and their respective affiliates, unless such loans are approved in advance by a

Index

majority of the board of directors of the institution. Any “interested” director may not participate in the voting. Regulation O prohibits loans to any of those individuals where the
aggregate amount exceeds an amount equal to 15% of an institution’s unimpaired capital and surplus plus an additional 10% of unimpaired capital and surplus in the case of loans
that are fully secured by readily marketable collateral, or when the aggregate amount on all of the extensions of credit outstanding to all of these persons would exceed the Bank’s
unimpaired capital and unimpaired surplus. Section 22(g) and Regulation O identifies limited circumstances in which banks are permitted to extend credit to executive officers.
Furthermore, we are prohibited from engaging in asset purchases or sales transactions with our officers, directors, or principal shareowners unless the transaction is on market
terms and, if the transaction represents greater than 10% of the capital and surplus of the bank, a majority of the bank’s disinterested directors has approved the transaction.
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Incentive Compensation

Federal banking agencies have issued guidance on incentive compensation policies intended to ensure that the incentive compensation policies of banking organizations do not
undermine the safety and soundness of such organizations by encouraging excessive risk-taking. The guidance, which covers all employees that have the ability to materially affect
the risk profile of an organization, is based upon the key principles that a banking organization’s incentive compensation arrangements should (i) provide incentives that
appropriately balance risk and rewards in a manner that does not encourage imprudent risk taking, (ii) be compatible with effective internal controls and risk management, and (iii)
be supported by strong corporate governance, including active and effective oversight by the organization’s board of directors. In accordance with the Dodd-Frank Act, the federal
banking agencies prohibit incentive-based compensation arrangements that encourage inappropriate risk taking by covered financial institutions (generally institutions that have over
$1 billion in assets) and are deemed to be excessive, or that may lead to material losses.

The Federal Reserve will review, as part of the regular, risk-focused examination process, the incentive compensation arrangements of banking organizations, such as the
Company, 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.

Deposit Insurance

As an FDIC-insured institution, our deposits are insured up to applicable limits by the DIF of the FDIC. The DIF is the successor to the Bank Insurance Fund and the Savings
Association Insurance Fund, which were merged in 2006. Deposit insurance is mandatory. The Dodd-Frank Act raised the limit for federal deposit insurance to $250,000 for most
deposit accounts and increased the cash limit of Securities Investor Protection Corporation protection from $100,000 to $250,000.

We are required to pay assessments to the FDIC on a quarterly basis. The assessment amount is the product of multiplying the assessment base by the assessment amount. The
assessment base against which the assessment rate is applied to determine the total assessment due for a given period is the depository institution’s average total consolidated
assets during the assessment period less average tangible equity during that assessment period. Tangible equity is defined in the assessment rule as Tier 1 Capital and is
calculated monthly, unless the insured depository institution has less than $1 billion in assets, in which case the insured depository institution calculates Tier 1 Capital on an end-of-
quarter basis. Parents or holding companies of other insured depository institutions are required to report separately from their subsidiary depository institutions.

The FDIC’s methodology for setting assessments for individual banks has changed over time, although the broad policy is that lower-risk institutions should pay lower assessments
than higher-risk institutions. The FDIC now uses a methodology, known as the “financial ratios method,” that began to apply on July 1, 2016, in order to meet requirements of the
Dodd-Frank Act. The statute established a minimum designated reserve ratio for the DIF of 1.35% of the estimated insured deposits and required the FDIC to adopt a restoration
plan should the reserve ratio fall below 1.35%. As of September 30, 2020, the FDIC announced that the ratio had declined to 1.30% due largely to consequences of the Covid-19
pandemic. The FDIC adopted a plan to restore the DIF to the 1.35% ratio within eight years but did not change its assessment schedule.

In November 2023, The FDIC finalized a special assessment to recoup losses to the DIF from protecting uninsured depositors following the closures of Silicon Valley Bank and
Signature Bank. The assessment base is equal to the amount of an insured depository institution’s uninsured deposits, as reported for the quarter ended December 31, 2022, minus
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up to $5 billion of uninsured deposits at the institution (or, if a banking organization has more than one insured depository

Index

institution, at the banking organization in the aggregate). Because we have less than $5 billion of uninsured deposits, the special assessment did not have any financial impact on
the Bank

A significant increase in insurance assessments would likely have an adverse effect on our operating expenses and results of operations. We cannot predict what insurance
assessment rates will be in the future. Furthermore, deposit insurance may be terminated by the FDIC upon a finding that an insured depository 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 condition imposed by the FDIC.
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Regulatory Restrictions on Dividends and Repurchases of Equity Securities

The Federal Reserve’s policy statement and supervisory guidance on the payment of cash dividends by a bank holding company, such as the Company, expresses the view that a
bank holding company should generally pay cash dividends on common stock only to the extent that (1) the bank holding company’s net income available over the past year is
sufficient to cover the cash dividend, (2) the rate of earnings retention is consistent with the organization’s expected future needs and financial condition, and (3) the minimum
regulatory capital adequacy ratios are met. Should an insured depository institution controlled by a bank holding company be “significantly undercapitalized” under the applicable
federal bank capital ratios, or if the bank subsidiary is “undercapitalized” and has failed to submit an acceptable capital restoration plan or has materially failed to implement such a
plan, federal banking regulators (in the case of the Bank, the FDIC) may choose to require prior Federal Reserve approval for any capital distribution by the bank holding company.

In addition, since we are a legal entity separate and distinct from the Bank and do not conduct stand-alone operations, an ability to pay dividends depends on
the ability of the Bank to pay dividends to us and the FDIC and the UDFI may, under certain circumstances, prohibit the payment of dividends to us from the
Bank. Utah corporate law also requires that dividends can only be paid out of funds legally available therefor.

The Federal Reserve policy statement also provides that a bank holding company should inform the Federal Reserve reasonably in advance of declaring or paying a dividend that
exceeds earnings for the period for which the dividend is being paid or that could result in a material adverse change to the bank holding company’s capital structure. Bank holding
companies also are required to consult with the Federal Reserve before materially increasing dividends. It is also the Federal Reserve’s policy that bank holding companies should
not maintain dividend levels that undermine their ability to be a source of strength to its banking subsidiaries. The Federal Reserve Board or the FRB could prohibit or limit the
payment of dividends by a bank holding company if it determines that payment of the dividend would constitute an unsafe or unsound practice.

Unless an exception applies, the Federal Reserve’s Regulation Y requires a bank holding company to give the Federal Reserve prior notice of any redemption or repurchase of its
own equity securities, if the consideration to be paid, together with the consideration paid for any repurchases in the preceding year, is equal to 10% or more of the bank holding
company’s consolidated net worth. A bank holding company is not required to obtain prior Board approval for the redemption or purchase of its equity securities if (i) both before and
immediately after the redemption, the bank holding company is well-capitalized, (ii) the bank holding company is well-managed under regulatory guidelines, and (iii) the bank holding
company is not the subject of any unresolved supervisory issues.

Commercial Real Estate Concentration Guidelines

In December 2006, the federal banking regulators issued guidance entitled “Concentrations in Commercial Real Estate Lending, Sound Risk Management Practices” to address
increased concentrations in commercial real estate loans. In addition, in December 2015, the federal bank agencies issued additional guidance entitled “Statement on Prudent Risk
Management for Commercial Real Estate Lending.” Together, these guidelines describe the criteria the agencies will use as indicators to identify institutions potentially exposed to
CRE concentration risk. An institution that has (i) experienced rapid growth in CRE lending, (ii) notable exposure to a specific type of CRE, (iii) total reported loans for construction,
land development, and other land representing 100% or more of the institution’s capital, or (iv) total non-owner-occupied CRE (including construction) loans representing 300% or
more of the institution’s capital, and the outstanding balance of the institutions CRE portfolio has increased by 50% or more in the prior 36 months, may be identified for further
supervisory analysis of the level and nature of its CRE concentration risk.

Community Reinvestment Act

The Community Reinvestment Act of 1977 and the regulations issued thereunder are intended to encourage banks to help meet the credit needs of the communities they serve,
including their assessment area(s) (as established for these purposes in accordance with current applicable regulations based principally on the location of branch offices). In
addition to substantial penalties and corrective measures that may be required for a violation of certain fair lending laws, the federal banking agencies may take compliance with
such laws and CRA into account when regulating and supervising other
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activities. Under the CRA, institutions are assigned a rating of “outstanding,” “satisfactory,” “needs to improve,” or “unsatisfactory. “substantial noncompliance.” An institution’s record
in meeting the requirements of the CRA is based on a performance-based evaluation system, and is made publicly available and is taken into consideration in evaluating any
applications it files with federal regulators to engage in certain activities, including approval of a branch or other deposit facility, mergers and acquisitions, office relocations, or
expansions into nonbanking activities. Our Bank operates under a CRA “strategic plan” and received a “satisfactory” rating in its most recent CRA evaluation.

20

REFINITIV CORPORATE DISCLOSURES | www.refinitiv.com | Contact Us 20/163
©2024 Refinitiv. All rights reserved. Republication or redistribution of Refinitiv content, including by framing or similar means, is prohibited without the prior written R E F I N I T I V I ‘

consent of Refinitiv. 'Refinitiv' and the Refinitiv logo are registered trademarks of Refinitiv and its affiliated companies.


https://www.refinitiv.com/
https://www.refinitiv.com/en/contact-us

Index

In May 2022, October 2023, the Federal Reserve, FDIC and OCC issued a final rule to amend their regulations implementing the CRA. The rule materially
revises the current CRA framework, including the assessments areas in which a bank is evaluated to include activities associated with online and mobile
banking, the tests used to evaluate the bank regulatory agencies issuedin its assessment areas, new methods of calculating credit for lending, investment and
service activities and additional data collection and reporting requirements. The rule is expected to result in a notice of proposed rulemaking called significant
increase in the Joint Proposalthresholds for large banks to Strengthen and Modernize Community Reinvestment Act Regulations (the “CRA Proposal’). receive
“satisfactory” or “outstanding” ratings in the future. The CRA Proposalrule maintained the option for a bank to operate under a strategic plan. The rule is
designed expected to update how CRA activities qualify for consideration, where CRA activities are considered, and how CRA activities are evaluated. More
specifically, the bank regulatory agencies described the goalstake effect on April 1, 2024, with most of the CRA Proposal as follows: (i) to expand access to
credit, investment, and basic banking services in low and moderate income communities; (ii) to adapt to changes in the banking industry, including mobile and
internet banking by modernizing assessment areas while maintaining a focus provisions becoming applicable on branch based areas; (iii) to provide greater
clarity, consistency, and transparency in the application of the regulations through the use of standardized metrics as part of CRA evaluation and clarifying
eligible CRA activities focused on low and moderate income communities and under—served rural communities; (iv) to tailor CRA rules and data collection to
bank size and business model; and (v) to maintain a unified approach among the regulators. A final rule has not yet been issued. If this rule is finalized as
proposed, it may become more challenging or costly for the Bank to achieve an “Outstanding” or “Satisfactory” CRA rating, which could negatively impact our
ability to obtain regulatory approval for an acquisition.

January 1, 2026.

Bank Secrecy Act, Anti-Terrorism, Anti-Money Laundering Legislation and OFAC

The Bank is subject to the Bank Secrecy Act (the “BSA”) and the Uniting and Strengthening America by Providing Appropriate Tools Required to Intercept and Obstruct Terrorism
Act of 2001 (the “USA Patriot Act”). These statutes and related rules and regulations impose requirements and limitations on specified financial transactions and accounts and other
relationships intended to guard against money laundering and terrorism financing. The principal requirements for an insured depository institution include (i) establishment of an anti-
money laundering (“AML") program that includes training and audit components, (ii) establishment of a “know your customer” program involving due diligence to confirm the
identities of persons seeking to open accounts and to deny accounts to those persons unable to demonstrate their identities, (iii) the filing of currency transaction reports for deposits
and withdrawals of large amounts of cash and suspicious activities reports for activity that might signify money laundering, tax evasion, or other criminal activities, (iv) additional
precautions for accounts sought and managed for non-U.S. persons and (v) verification and certification of money laundering risk with respect to private banking and foreign
correspondent banking relationships. For many of these tasks a bank must keep records to be made available to its primary federal regulator. AML rules and policies are developed
by a bureau within the Financial Crimes Enforcement Network (“FInCEN”"), but compliance by individual institutions is overseen by its primary federal regulator.

Privacy and Data Security

Federal and state law contains extensive consumer privacy protection provisions. The GLBA and the implementing regulations issued by federal regulatory agencies require
financial institutions (including banks, insurance agencies, and broker/dealers) to adopt policies and procedures regarding the disclosure of nonpublic personal information about
their customers to non-affiliated third parties. In general, financial institutions are required to explain to customers their policies and procedures regarding the disclosure of such
nonpublic personal information and, unless otherwise required or permitted by law, financial institutions are prohibited from disclosing such information except as provided in their
policies and procedures. Specifically, the GLBA established certain information security guidelines that require each financial institution, under the supervision and ongoing oversight
of its board of directors or an appropriate committee thereof, to develop, implement, and maintain a comprehensive written information security program designed to ensure the
security and confidentiality of customer information, to protect against anticipated threats or hazards to the security or integrity of such information, and to protect against
unauthorized access to or use of such information that could result in substantial harm or inconvenience to any customer. The Bank is subject to such standards, as well as
standards for notifying clients in the event of a security breach.

Consumer privacy protection continues to be an area of focus for state legislatures. Several states, including California, have recently adopted consumer privacy
protection laws that impose compliance obligations with respect to safeguarding personally identifiable information. The Company continues to monitor states in
which it has a physical presence with respect to consumer privacy protection compliance obligations.
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Cybersecurity

Federal banking regulators, as well as the SECU.S. Securities and Exchange Commission ("SEC") and related self-regulatory organizations, regularly issue guidance regarding
cybersecurity that is intended to enhance cybersecurity risk management among financial institutions. Recent cyber-attacks against banks and other financial institutions that
resulted in unauthorized access to confidential customer information have prompted the federal banking regulators to issue extensive guidance on cybersecurity. Among other
things, financial institutions are expected to design multiple layers of security controls to establish lines of defense and ensure that their risk management processes address the
risks posed by compromised customer credentials, including security measures to authenticate customers accessing internet-based
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services. A financial institution also should have a robust business continuity program to recover from a cyberattack and procedures for monitoring the security of third-party service
providers that may have access to nonpublic data at the institution.
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Banking organizations are required to notify their primary federal regulator of significant computer security incidents within 36 hours of determining that such an incident has
occurred. In addition, the SEC recently enacted rules, effective as of December 18, 2023, requiring public companies to disclose material cybersecurity incidents that they
experience on Form 8-K within four business days of determining that a material cybersecurity incident has occurred and to disclose on annual basis material information regarding
their cybersecurity risk management, strategy, and governance.

Federal Home Loan Bank Membership

The Bank is a member of the FHLB. Each member of the FHLB is required to maintain a minimum investment in the Class B stock of the FHLB. The Board of Directors of the FHLB
can increase the minimum investment requirements in the event it has concluded that additional capital is required to allow it to meet its own regulatory capital requirements. Any
increase in the minimum investment requirements outside of specified ranges requires the approval of the Federal Housing Finance Agency. Because the extent of any obligation to
increase the level of investment in the FHLB depends entirely upon the occurrence of a future event, we presently are unable to determine the extent of future required potential
payments to the FHLB. Additionally, if a member financial institution fails, the right of the FHLB to seek repayment of funds loaned to that institution will take priority (a super lien)
over the rights of all other creditors.

Available Information

The Company maintains an internet site at www.finwisebancorp.com on which it makes available, free of charge, its Annual Report on Form 10-K, Quarterly Reports on Form 10-Q,
Current Reports on Form 8-K, and all amendments to the foregoing as soon as reasonably practicable after these reports are electronically filed with, or furnished to, the SEC. In
addition, stockholders may access these reports and documents on the SEC'’s web site at www.sec.gov. The information on, or accessible through, our website or any other website
cited in this Report is not part of, or incorporated by reference into, this Report and should not be relied upon in determining whether to make an investment decision.

Item 1A.
Item 1A. RISK FACTORS

The following risks, some of which have occurred and any of which may occur in the future, can have a material adverse effect on our business or financial performance, which in
turn can affect the price of our publicly traded securities. These are not the only risks we face. There may be other risks we are not currently aware of or that we currently deem not
to be material but that may become material in the future. To the extent that any of the information contained in this document constitutes forward-looking statements, the risk factors
below should be reviewed as cautionary statements identifying important factors that could cause actual results to differ materially from those expressed in any forward-looking
statements made by us or on our behalf. See “Cautionary Note Regarding Forward-Looking Statements.”
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Risk Factor Summary

Our business, financial condition and results of operations are subject to a number of substantial risks and uncertainties. These risks are discussed more fully in this
“Item 1A. Risk Factors.” Some of these risks include the following:

. third-party service provider risk, including risks that we may be unable to maintain or increase loan originations facilitated through our Strategic Programs;
. legal, accounting and compliance risks, including risks related to the extensive state and federal regulation under which we operate and changes in such regulations;

. changes in the regulatory oversight environment impacting our Strategic Programs or non-compliance of federal and state consumer protection laws by our Strategic Program
service providers;

. legal and regulatory risks associated with “true lender” statutes associated with our Strategic Programs;

. reputational risks, including the risk that we may be subject to negative publicity about us or our industry, including the transparency, fairness, user experience, quality, and
reliability of our lending products or distribution channels;

Index

. legislative, regulatory, legal, and reputational risks related to our Strategic Programs, including those relating to our small dollar lending program;
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. securities market, inflation and interest rate risks, including risks related to interest rate fluctuations and the monetary policies and regulations of the Board of Governors of
the Federal Reserve System, or the Federal Reserve;

. risks related to cybersecurity breaches and system failures;

. operational and strategic risks, including the risk that we may not be able to implement our growth strategy, our continued ability to establish relationships with Strategic
Program service providers, and the possible loss of key members of our senior leadership team;

e « the impact and extent of Covid-19 (including the emergence of any new variants thereof) and the response of governmental authorities to Covid-19;

e credit risks, including risks related to the significance of SBA 7(a), Strategic Programs and construction loans in our portfolio, our relationship with BFG, our ability to
effectively manage our credit risk and the potential deterioration of the business and economic conditions in our markets;
. credit risks, including risks related to the significance of SBA 7(a), Strategic Programs and construction loans in our portfolio, our relationship with BFG, our ability to
effectively manage our credit risk and the potential deterioration of the business and economic conditions in our markets;

. liquidity and funding risks, including the risk that we will not be able to meet our obligations due to risks relating to our funding sources; and
. investment risks, including volatility in the trading of our common stock and limitations on our ability to pay dividends.
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Risks Related to Cybersecurity and Technology
System failure or cybersecurity breaches of our network security could subject us to increased operating costs as well as litigation and other potential losses.

Our computer systems and network infrastructure could be vulnerable to hardware and cybersecurity issues. Our operations are dependent upon our ability to protect our computer
equipment against damage from fire, power loss, telecommunications failure or a similar catastrophic event. We could also experience a breach by intentional or negligent conduct
on the part of employees or other internal sources. Any damage or failure that causes an interruption in our operations could have a material adverse effect on our financial
condition and results of operations. The importance of our on-line banking systems to the Company’s operations means that any problems in its functionality would have a material
adverse effect on the Company’s operations, business model and growth strategy.

Our operations are also dependent upon our ability to protect our computer systems and network infrastructure against damage from physical break-ins, cybersecurity breaches and
other disruptive problems caused by the internet or other users. Such computer break-ins and other disruptions would jeopardize the security of information stored in and
transmitted through our computer systems and network infrastructure, which may result in significant liability, damage our reputation and inhibit the use of our internet banking
services by current and potential customers. We could also become the target of various cyberattacks. We regularly add additional security measures to our computer systems and
network infrastructure to mitigate the possibility of cybersecurity breaches, including firewalls and penetration testing. However, it is difficult or impossible to defend against every
risk being posed by changing technologies as well as acts of cyber-crime. Increasing sophistication of cyber criminals and terrorists make keeping up with new threats difficult and
could result in a system breach. Controls employed by our information technology department and cloud vendors could prove inadequate. A breach of our security that results in
unauthorized access to our data could expose us to a disruption or challenges relating to our daily operations, as well as to data loss, litigation, damages, fines and penalties,
significant increases in compliance costs and reputational damage, any of which could have a material adverse effect on our business, financial condition and results of operations.

We have implemented remote working and workplace protocols for our employees in accordance with government requirements. Working outside of our
network protection may increase our risk exposure to cybersecurity breaches. An increase in the number of employees working offsite may correspond to an
increase in the size of our risk exposure to cyber disruptions.

Despite the implementation of security measures, our internal computer systems and those of our Strategic Program platforms, and other contractors and
consultants as well as third party vendors of IT and data security systems and services,

Index

are vulnerable to damage and interruptions from security breaches, computer viruses, fraud and similar incidents involving the loss or unauthorized access of confidential
information.
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We cannot be sure that our continued data protection efforts and investment in information technology will prevent future significant breakdowns, data leakages, breaches in our
systems or the systems of our third party contractors and collaborators, or other cyber incidents that could have a material adverse effect upon our reputation, business, operations
or financial condition. If such an event were to occur and cause interruptions in our operations, it could result in a material disruption of our programs and the development of our
product candidates could be delayed.

Our proprietary technologies and analytic models have not yet been extensively tested during down-cycle economic conditions. If these do not, or
are perceived not to, accurately gather and interpret performance data for loans and identify attractive risk-adjusted market sectors, our performance
may be worse than anticipated.

The technologies created by and relied upon by us, including our FinView™ Analytics Platform, may not function properly, or at all, which may have a material impact on our
operations and financial conditions. The performance of loans originated by us is dependent on the effectiveness of our FinView™ Analytics Platform used to evaluate borrowers’
credit profiles and likelihood of default. While our proprietary technologies and analytic models are continually adjusted to account for changes in various macroeconomic conditions,
the bulk of the data gathered and the development of our enterprise data warehouse have largely occurred during a period of sustained economic growth or during the COVID-19
pandemic when extraordinary government stimulus impacted the economy. Our FinView™ Analytics Platform has have not been extensively tested during other adverse economic
cycles. There is no assurance that our proprietary technologies can accurately predict loan performance during periods of adverse economic conditions. If our FinView™ Analytics
Platform is unable to accurately reflect the credit risk of loans under such economic conditions, we may experience greater than expected losses on such loans. For example, in
response to the COVID-19 pandemic, the federal government quickly implemented stimulus measures. The subsequent discontinuation of those stimulus measures has increased,
and may continue to increase, the delinquency and default rates of borrowers, which may increase uncertainty about the effectiveness of our FinView™ Analytics Platform.
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We may not have the resources to keep pace with rapid technological changes in the industry or implement new technology effectively.

The financial services industry is undergoing rapid technological changes with frequent introductions of new technology-driven products and services. Our future success will
depend, at least in part, upon our ability to address the needs of our customers by using technology to provide products and services that will satisfy customer demands for
convenience as well as to create additional efficiencies in our operations as we continue to grow and expand our products and service offerings. We may experience operational
challenges as we implement these new technology enhancements or products, which could impair our ability to realize the anticipated benefits from such new technology or require
us to incur significant costs to remedy any such challenges in a timely manner.

Many of our larger competitors have substantially greater resources to invest in technological improvements. Third parties upon which we rely for our technology needs may not be
able to develop, on a cost-effective basis, systems that will enable us to keep pace with such developments. As a result, our larger competitors may be able to offer additional or
superior products compared to those that we will be able to provide, which would put us at a competitive disadvantage. We may lose customers seeking new technology-driven
products and services to the extent we are unable to provide such products and services. The ability to keep pace with technological change is important and the failure to do so
could adversely affect our business, financial condition and results of operations.

Our operations could be interrupted if our third-party service providers or Strategic Program service providers experience operational or other
systems difficulties or terminate their services.

We outsource some of our operational activities to third parties and counterparties for certain services, including, but not limited to, loan marketing and origination, core systems
support, informational website hosting, internet services, online account opening and other processing services. Our business depends on the successful and uninterrupted
functioning of our information technology and telecommunications systems and third-party service providers. We also leverage the financial technology capabilities of our Strategic
Program service providers to meet our enterprise risk framework and enable us to realize operating efficiencies.

As a result, if these third-party service providers or our Strategic Program service providers experience difficulties, are subject to cybersecurity breaches, or
terminate their services, and we are unable to replace them with other service providers or alternative counterparties, particularly on a timely basis, our
operations could be interrupted. If an interruption
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were to continue for a significant period, our business, financial condition and results of operations could be adversely affected. Even if we can replace third-party service providers
or Strategic Program service providers, it may be at a higher cost to us, which could adversely affect our business, financial condition and results of operations.

Risks Related to Our Banking Business
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As a business operating in the financial services industry, our business and operations may be adversely affected in numerous and complex ways by weak economic
conditions.

Our business and operations, which primarily consist of lending money to clients in the form of loans, borrowing money from clients in the form of deposits and investing in interest
earning deposits in other banks and securities, are sensitive to general business and economic conditions in the United States. We solicit deposits and originate loans throughout
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. Adverse economic conditions could have a material adverse effect on our business, financial condition and results of operations.
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The U.S. economy contracted into a recession in the first half of 2020, primarily driven by the COVID-19 pandemic, and the U.S. government and Federal
Reserve responded with unprecedented measures. The U.S. economy has since strengthened despite the spread of COVID-19 variants, with historically higher
inflation and housing values beginning in 2021. Also, the ongoing global supply chain issues and the military conflict between Russia and Ukraine contributed to
higher inflation in 2022. In response, the Federal Reserve began normalizing monetary policy with its decision in late 2021 to taper its quantitative easing and
raising the federal funds rate beginning in March 2022.

Inflation remains elevated, reflecting supply and demand imbalances related to COVID-19 and its variants, higher food and energy prices from the military
conflict between Russia and Ukraine, and broader price pressures. The Federal Reserve has raised interest rates significantly throughout 2022 to lower inflation.
While certain factors point to improving economic conditions, including moderating inflation, uncertainty remains regarding the path of the economic recovery
and the mitigating impacts of government interventions. Recent government actions to curb inflation may cause the economy to enter into a recession, the
length and severity of which cannot be predicted.

Conditions related to inflation, global supply chains, labor market, volatile interest rates, international conflicts, changes in trade policies and other factors, such
as real estate values, state and local municipal budget deficits, government spending and the U.S. national debt may, directly and indirectly, adversely affect our
financial condition and results of operations. Inflationary and other economic pressure resulting in the inability of borrowers to repay loans could result in
increased loan defaults, foreclosures and charge-offs and negatively affect our business, financial condition, results of operations, cash flows and future
prospects.

Our Strategic Programs may also be susceptible to worsening economic conditions that place financial stress on our existing service providers and potential
new Strategic Program services providers. These service providers may experience liquidity and other financial issues or strategically slow down growth, any of
which could lead them to decrease or terminate their business with us.

Moreover, an inflationary environment combined with a competitive labor market and decreases in the market value of our equity awards could make it more costly for us to attract
or retain employees. In order to meet the compensation expectations of our prospective and current employees due to inflationary and other factors, we may be required to increase
our operating costs or risk losing skilled workers to competitors.

Concerns about the performance of international economies, especially in Europe and emerging markets, and economic conditions in Asia, particularly the economies of China,
South Korea and Japan, can impact the economy and financial markets here in the United States. If the national, regional and local economies experience worsening economic
conditions, including high levels of unemployment, our growth and profitability could be constrained. Our business is significantly affected by monetary and other regulatory policies
of the U.S. federal government, its agencies and government-sponsored entities. Changes in any of these policies are influenced by macroeconomic conditions and other factors
that are beyond our control, are difficult to predict and could have a material adverse effect on our business, financial position, results of operations and growth prospects. In
addition, decreases in real estate values within our service areas caused by economic conditions, recent changes in tax laws or other events could adversely affect the value of the
property used as collateral for our loans, which could cause us to realize a loss in the event of a foreclosure. Further, deterioration in economic conditions could drive the level of
loan losses beyond the level we have provided for in our ALL, ACL, which in turn could necessitate an increase in our provision for loan credit losses and a resulting reduction to our
earnings and capital. These factors can individually or in the aggregate be detrimental to our business, and the interplay between these factors can be complex and unpredictable.
Adverse economic conditions could have a material adverse effect on our business, financial condition and results of operations.
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Acts of terrorism, geopolitical and other external events could impact our ability to conduct business.

Financial institutions have been, and continue to be, targets of terrorist threats aimed at compromising operating and communication systems and remain central targets for potential
acts of terrorism. Such events could cause significant damage, impact the stability of our facilities and result in additional expenses, impair the ability of our borrowers to repay their
loans, reduce the value of collateral securing repayment of our loans, and result in the loss of revenue. 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. Additionally, financial markets may be adversely affected
by the
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current or anticipated impact of military conflict, including escalating military action between Russia and Ukraine, terrorism or other geopolitical events.

Unpredictable future developments related to or resulting from COVID-19 could materially and adversely affect our business and results of
operations.

The economic impact of COVID-19 and its variants have influenced and could further influence our financial condition and results of operations, including the
recognition of credit losses in our loan portfolios. Similarly, because of changing economic and market conditions affecting issuers, the securities we hold may
lose value. The extent to which COVID-19 and its variants impact our business, results of operations, and financial condition, as well as our regulatory capital
and liquidity ratios, will depend on future developments, which are highly uncertain and cannot be predicted.

We may continue to see the economic effects of COVID-19 and its variants even after the national emergency and public health emergency declarations are
lifted. Although government mandates to restrict daily activities have generally been lifted in the U.S. and the Biden Administration recently announced that it
intends to end the U.S. national emergency and public health emergency declarations on May 11, 2023, recovery varies globally and the effects of the COVID-
19 pandemic continue to evolve. For example, lockdowns to contain the spread of COVID-19 in China, which have only recently been loosened, impacted the
global macroeconomic environment.

Many of the actions of governmental authorities, including eviction forbearance, suspension of mortgage and other loan payments and foreclosures, enacted
during the outbreak of COVID-19 have ended. The impact of the discontinuation of these programs on the markets in which we operate in 2023 and beyond is
uncertain. The end of various governmental support may have negative impacts on our customers including increased risk of delinquencies, defaults,
foreclosures and losses on our loans.

Our commercial and consumer banking clients who participate in our real estate lending program and SBA 7(a) lending program are concentrated in certain geographic
areas and we are sensitive to adverse changes in those regional economies.

The success of our real estate lending programs depends substantially upon the general economic conditions in Utah, which we cannot predict with certainty. Adverse conditions in
the local Utah economy such as unemployment, recession, a catastrophic event or other factors beyond our control could impact the ability of borrowers participating in our real
estate lending program to repay their loans, which could impact our net interest income. In addition, our borrowers who participate in our SBA 7(a) lending program span across
multiple states, with a focus in New York and New Jersey. As in the case with Utah, we similarly cannot foresee or control the economic conditions in such states. A downturn in
these regional economies generally could make it more difficult for our borrowers to repay their loans and may lead to loan losses. For these reasons, any national, regional or local
economic downturn that affects our service regions, or existing or prospective borrowers in such regions, could have a material adverse effect on our real estate and SBA 7(a)
lending and the business, financial condition and results of operations.

We face strong competition from financial services companies and other companies that offer banking services.

We operate in the highly competitive financial services industry and face significant competition for customers from financial institutions located both within and beyond our principal
markets and product lines. We compete with commercial banks, savings banks, credit unions, nonbank financial services companies and other financial institutions operating both
within our market areas and nationally, and in respect of our financial technology initiative we also compete with other entities in the financial technology industry, including a limited
number of other banks that have developed strategic programs similar to our Strategic Programs.
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Many of our non-bank competitors are not subject to the same extensive regulations that govern our activities and may have greater flexibility in competing for
business. Our inability to compete successfully in the markets in which we operate could have a material adverse effect on our business, financial condition or
results of operations.

We may not be able to measure and limit our credit risk adequately, which could lead to unexpected losses.

Our business depends on our ability to successfully measure and manage credit risk. As a lender, we are exposed to the risk that the principal of, or interest on, a loan will not be
paid timely or at all or that the value of any collateral supporting a loan will be insufficient to cover our outstanding exposure. In addition, we are exposed to risks with respect to the
period of time over which the loan may be repaid, risks relating to proper loan underwriting, closing, servicing and liquidation, risks resulting from changes in economic and industry
conditions, and risks inherent in dealing with individual loans and borrowers. If the overall economic climate in the United States generally, or in any of our markets specifically,
experiences material disruption, our borrowers may experience difficulties in repaying their loans, the collateral we hold may decrease in value or become illiquid, and the level of
delinquencies, nonperforming loans, and charge-offs could rise and require significant additional provisions for loan losses.

Our risk management practices, such as monitoring the concentration of our loans within specific markets and our credit approval, review and administrative
practices, may not adequately reduce credit risk. A failure to effectively measure and limit the credit risk associated with our loan portfolio may result in loan
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defaults, foreclosures and additional charge-offs, and may necessitate that we significantly increase our ALL, ACL, each of which could adversely affect our net
income. As a result, our inability to successfully manage credit risk could have an adverse effect on our business, financial condition and results of operations.

Our ALL ACL may prove to be insufficient to absorb potential losses in our loan portfolio.

We maintain an ALL that represents management's judgment of probable losses and risks inherent in our loan portfolio. The level of the allowance reflects
management’s continuing evaluation of general economic conditions, diversification and seasoning of the loan portfolio, historic loss experience, identified credit
problems, delinquency levels and adequacy of collateral. The determination of the appropriate level of our ALL is inherently highly subjective and requires
management to make significant estimates of and assumptions regarding current credit risks, all of which may undergo material changes. Inaccurate
management assumptions, deterioration of economic conditions affecting borrowers, new information regarding existing loans, identification or deterioration of
additional problem loans, acquisition of problem loans and other factors (including third-party review and analysis), both within and outside of our control, may
require us to increase our ALL. If we are required to materially increase the level of our ALL for any reason, such increase could have an adverse effect on our
business, financial condition and results of operations.

The Financial Accounting Standards Board (the “FASB”) has issued an accounting standard for establishing allowances for loan and lease losses that replaces the prior approach
under GAAP, which generally considers only past events and current conditions, with a forward-looking methodology that reflects the expected credit losses over the lives of
financial assets, starting when such assets are first originated or acquired. As an emerging growth company relying on the extended transition period for new accounting standards,
this standard, referred to as Current Expected Credit Loss (“CECL"), became effective for us on January 1, 2023. The CECL standard will require requires us to record, at the time of
origination, credit losses expected throughout the life of the asset portfolio on loans and held-to-maturity securities, as opposed to the currentformer practice of recording losses
when it is probable that a loss event has occurred. Moreover, the CECL standard may create
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more volatility in the level of allowance for loan credit losses. If we are required to materially increase the level of our allowance for loan credit losses for any reason, such increase
could have an adverse effect on our business, financial condition, and results of operations. For further information, please see Note 1, Summary of Significant Accounting Policies —
Recent accounting pronouncements, of our audited consolidated financial statements included elsewhere in this Annual Report on Form 10-K.
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We maintain an ACL that represents management'’s judgment of probable losses and risks inherent in our loan portfolio. The level of the allowance reflects
management’s continuing evaluation of general economic conditions, diversification and seasoning of the loan portfolio, historic loss experience, identified credit
problems, delinquency levels and adequacy of collateral. The determination of the appropriate level of our ACL is inherently highly subjective and requires
management to make significant estimates of and assumptions regarding current credit risks, all of which may undergo material changes. Inaccurate
management assumptions, deterioration of economic conditions affecting borrowers, new information regarding existing loans, identification or deterioration of
additional problem loans, acquisition of problem loans and other factors (including third-party review and analysis), both within and outside of our control, may
require us to increase our ACL. If we are required to materially increase the level of our ACL for any reason, such increase could have an adverse effect on our
business, financial condition and results of operations.

New lines of business or new products and services may subject us to additional risks.

From time to time, we may implement or may acquire new lines of business or pilot programs or offer new products and services within existing lines of business. There are
substantial risks and uncertainties associated with these efforts, particularly in instances where the markets are not fully developed. To the extent we enter into new lines of
business, we will face numerous risks and uncertainties, including risks associated with the possibility that we have insufficient expertise to engage in such activities profitably or
without incurring inappropriate amounts of risk, the required investment of capital and other resources and the loss of investors due to the perception that we are no longer focusing
on our core business. In developing and marketing new lines of business and new products and services, we may invest significant time and resources. We may not achieve target
timetables for the introduction and development of new lines of business and new products or services and price and profitability targets may not prove feasible. External factors,
such as regulatory compliance obligations, competitive alternatives and shifting market preferences, may also impact the successful implementation of a new line of business or a
new product or service. Furthermore, any new line of business or new product or service could have a significant impact on the effectiveness of our system of internal controls.
Failure to successfully manage these risks in the development and implementation of new lines of business or new products or services could have a material adverse effect on our
business, results of operations and financial condition.

We may be subject to certain risks in connection with growing through mergers and acquisitions.

It is possible that we could acquire other banking institutions, other financial services companies, banking and servicing platforms, or branches of banks in the future. Acquisitions
typically involve the payment of a premium over book and trading values and, therefore, may result in the dilution of our tangible book value per share and/or our earnings per share.
Our ability to engage in future mergers and acquisitions depends on various factors, including: (1) our ability to identify suitable merger partners and acquisition opportunities; (2) our
ability to finance and complete transactions on acceptable terms and at acceptable prices; and (3) our ability to receive the necessary regulatory and, when required, shareholder
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approvals. Furthermore, mergers and acquisitions involve a number of risks and challenges, including our ability to achieve planned synergies and to integrate the branches and
operations we acquire, and the internal controls and regulatory functions into our current operations, as well as the diversion of management’s attention from existing operations,
which may adversely affect our ability to successfully conduct our business and negatively impact our financial results.

Our SBA lending program is dependent upon the U.S. federal government, and we face specific risks associated with originating SBA loans.

Our SBA lending program is dependent upon the U.S. federal government. We are an approved participant in the SBA Preferred Lenders Program (“PLP”). As an SBA Preferred
Lender, we are able to offer SBA loans to our clients without being subject to the potentially lengthy SBA approval process for application, servicing or liquidation actions necessary
for lenders that are not SBA Preferred Lenders. If we lose our status as an SBA Preferred Lender, we may lose some or all of our customers to lenders who are SBA Preferred
Lenders, and as a result we could experience a material adverse effect on our financial results. Any changes to the SBA program, including but not limited to changes to the level of
guarantee provided by the federal government on SBA loans, changes to program specific rules impacting volume eligibility under the guaranty program, as well as changes to the
program amounts authorized by Congress or exhaustion of the available funding for SBA programs, may have a material adverse effect on our business. In addition, any default by
the U.S.
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government on its obligations or any prolonged government shutdown could, among other things, impede our ability to originate SBA loans or sell such loans in the secondary
market, which could materially and adversely affect our business, financial condition and results of operations. When we originate SBA loans, we incur credit risk on the non-
guaranteed portion of the loans, and if a customer defaults on a loan, we share any loss and recovery related to the loan pro-rata with the SBA. If the SBA establishes that a loss on
an SBA guaranteed loan is attributable to significant technical deficiencies in the manner in which the loan was originated, funded or serviced by us, the SBA may seek recovery of
the principal loss related to the deficiency from us.
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As the funding and sale of the guaranteed portion of SBA 7(a) loans ishas been a major portion of our business and a significant portion of our noninterest
income, any significant changes to the SBA 7(a) program, such as its funding or eligibility requirements, may have an adverse effect on our prospects, financial
condition and results of operations. Even if we are able to continue to originate and sell SBA 7(a) loans in the secondary market, we might not continue to
realize premiums upon the sale of the guaranteed portion of these loans or the premiums may decline due to economic and competitive factors. Furthermore,
when we sell the guaranteed portion of SBA loans in the ordinary course of business, we are required to make certain representations and warranties to the
purchaser about the SBA loan and the manner in which they were originated. Under these agreements, we may be required to repurchase the guaranteed
portion of the SBA loan if we have breached any of these representations or warranties, in which case we may record a loss. In addition, if repurchase and
indemnity demands increase on loans that we sell from our portfolios, our liquidity, results of operations and financial condition could be adversely affected.

Generally, we do not maintain reserves or loss allowances for such potential claims and any such claims could materially and adversely affect our business,
financial condition and earnings.

The laws, regulations and standard operating procedures that are applicable to SBA loan products may change in the future. We cannot predict the effects of these changes on our
business and profitability. Because government regulation greatly affects the business and financial results of all commercial banks and bank holding companies and especially our
organization, changes in the laws, regulations and procedures applicable to SBA loans could adversely affect our ability to operate profitably.

We rely on BFG for loan referrals associated with our SBA 7(a) lending program, any disruption of that relationship may adversely impact our SBA
lending business.

BFG is a nationally significant referral source of small business loans. BFG has been the primary source of SBA loan referrals for the Bank since the Bank began its SBA lending
program in 2014. BFG referred 99.58%100% of the Bank’s SBA 7(a) loan originations for the year ended December 31, 2022 December 31, 2023. This relationship has permitted
the Bank to focus on the development of underwriting, processing and servicing expertise for SBA 7(a) loans. Any disruption of our relationship with BFG or reduction in SBA 7(a)
loan referrals could materially adversely impact our business, financial condition, results of operation and growth plans.

Because a significant portion of our loan portfolio held-for-investment within our local lending program, owner occupied commercial lending program and SBA 7(a)
lending program is secured by real estate, negative changes in the economy affecting real estate values and liquidity could impair the value of collateral securing our
real estate loans and result in loan and other losses.

As of December 31, 2022 December 31, 2023, approximately $49.9 million, $60.9 million, or 21.1% 16.4%, of our total gross loans held-for-investment were local
lending or owner occupied commercial lending program loans with real estate as a primary or secondary component of collateral. We also have approximately
$133.6 million, $220.8 million, or 56.5%59.3%, of our total gross loans held-for-investment in SBA loans that are secured with real estate as a component of
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collateral as of December 31, 2022 December 31, 2023. The market value of real estate can fluctuate significantly in a short period of time. As a result, adverse
developments affecting real estate values and the liquidity of real estate in our primary markets could increase the credit risk associated with our loan portfolio,
and could result in losses that adversely affect our credit quality, financial condition and results of operations. Negative changes in the economy affecting real
estate values and liquidity in our market areas could significantly impair the value of property pledged as collateral on loans and affect our ability to sell the
collateral upon foreclosure without a loss or additional losses. Collateral may have to be sold for less than the outstanding balance of the loan, which could
result in losses on such loans. Such declines and losses would have a material adverse effect on our business, financial condition and results of operations.
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Appraisals and other valuation techniques we use in evaluating and monitoring loans secured by real property, other real estate owned and repossessed business and
personal property may not accurately describe the net value of the asset.

In considering whether to make a loan secured by real property, we generally require an appraisal of the property which may not accurately describe the net value of the real
property collateral after the loan is made. As a result, we may not be able to realize the full amount of any remaining indebtedness if we foreclose on and sell the relevant property.
In addition, we rely on appraisals and other valuation techniques to establish the value of our other real estate owned, or OREO, and business and personal property that we
acquire through foreclosure proceedings and to determine certain loan impairments. If any of these valuations are inaccurate, our consolidated financial statements may not reflect
the correct value of our OREO, and our ALL ACL may not reflect accurate loan impairments. This could have a material adverse effect on our business, financial condition or results
of operations.

In the case of defaults on loans secured by real estate, we may be forced to foreclose on the collateral, subjecting us to the costs and potential risks associated with
the ownership of the real property, or consumer protection initiatives or changes in state or federal law that may substantially raise the cost of foreclosure or prevent
us from foreclosing at all.

Since we originate loans secured by real estate, we may have to foreclose on the collateral property to protect our investment and may thereafter own and operate such property for
some period, in which case we would be exposed to the risks inherent in the ownership of real estate. Our inability to manage the amount of costs or size of the risks associated
with the ownership of real estate, or write-downs in the value of other real estate owned, could have a material adverse effect on our business, financial condition and results of
operations.

Additionally, consumer protection initiatives or changes in state or federal law may substantially increase the time and expense associated with the foreclosure process or prevent us
from foreclosing at all. Some states in recent years have either considered or adopted foreclosure reform laws that make it substantially more difficult and expensive for lenders to
foreclose on properties in default. If new state or federal laws or regulations are ultimately enacted that significantly raise the cost of foreclosure or raise outright barriers, such laws
could have a material adverse effect on our business, financial condition and results of operation.

We may not be able to protect our intellectual property rights, and may become involved in lawsuits to protect or enforce our intellectual property,
which could be expensive, time consuming and unsuccessful.

We rely on a combination of copyright, trademark, trade secret laws and confidentiality provisions to establish and protect our proprietary rights. If we fail to successfully maintain,
protect and enforce our intellectual property rights, our competitive position could suffer. Similarly, if we were to infringe on the intellectual property rights of others, our competitive
position could suffer. Third parties may challenge, invalidate, circumvent, infringe or misappropriate our intellectual property, or such intellectual property may not be sufficient to
permit us to take advantage of current market trends or otherwise to provide competitive advantages, which could result in costly redesign efforts, discontinuance of certain product
or service offerings or other competitive harm. We may also be required to spend significant resources to monitor and police our intellectual property rights. Others, including our
competitors, may independently develop similar technology, duplicate our products or services or design around our intellectual property, and in such cases we may not be able to
assert our intellectual property rights against such parties. Further, our contractual arrangements may not effectively prevent disclosure of our confidential information or provide an
adequate remedy in the event of unauthorized disclosure of our confidential or proprietary information. We may have to litigate to enforce or determine the scope and enforceability
of our intellectual property rights, trade secrets and know-how, which could be time-consuming and expensive, could cause a diversion of resources and may not prove successful.
The loss of intellectual property protection or the inability to obtain rights with respect to third party intellectual property could harm our business and ability to compete. In addition,
because of the rapid pace of technological change in our industry, aspects of our business and our products and services rely on technologies developed or licensed by third parties,
and we may not be able to obtain or continue to obtain licenses and technologies from these third parties on reasonable terms or at all.
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Our origination of construction loans exposes us to increased lending risks.

We originate commercial construction loans primarily to professional builders for the construction of one-to-four family residences, apartment buildings, and commercial real estate
properties. As of December 31, 2022 December 31, 2023, we had approximately $32.1 million $28.3 million of construction loans, which represents approximately 13.6% 7.6% of our
total gross loan portfolio held-for-investment. Our construction loans present a greater level of risk than loans secured by improved, occupied real estate due to: (1) the increased
difficulty at the time the loan is made of estimating the building costs and the selling price of the property to be built; (2) the increased difficulty and costs of monitoring the loan; (3)
the higher degree of sensitivity to increases in market rates of interest; and (4) the increased difficulty of working out loan problems. In addition, construction
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costs may exceed original estimates as a result of increased materials, labor or other costs. Construction loans also often involve the disbursement of funds with repayment
dependent, in part, on the success of the project and the ability of the borrower to sell or lease the property or refinance the indebtedness.

The small- to medium-sized businesses that we lend to may have fewer resources to weather adverse business developments, which may impair our
borrowers’ ability to repay loans.

Small- to medium-sized businesses frequently have smaller market shares than their competition, may be more vulnerable to economic downturns, often need substantial additional
capital to expand or compete and may experience substantial volatility in operating results, any of which may impair a borrower’s ability to repay a loan. In addition, the success of a
small- and medium-sized business often depends on the management skills, talents and efforts of a small group of people, and the death, disability or resignation of one or more of
these people could have a material adverse effect on the business and its ability to repay its loan. If our borrowers are unable to repay their loans, our business, financial condition
and results of operations could be adversely affected.

Our concentration of large loans to a limited number of borrowers may increase our credit risk.

As of December 31, 2022 December 31, 2023, our 10 largest borrowing relationships accounted for approximately 14.3% 13.0% of our total gross loans held-for-
investment. This high concentration of borrowers presents a risk to our lending operations. If any one of these borrowers becomes unable to repay its loan
obligations because of economic or market conditions, or personal circumstances, such as divorce or death, our nonaccrual loans and our ALLACL could
increase significantly, which could have a material adverse effect on our assets, business, financial condition and results of operations.

A lack of liquidity could impair our ability to fund operations and adversely impact our business, financial condition and results of operations.

Liquidity is essential to our business. We rely on our ability to generate deposits and effectively manage the repayment and maturity schedules of our loans and investment
securities, respectively, to ensure that we have adequate liquidity to fund our operations.

Our most important source of funds is deposits. As of December 31, 2022 December 31, 2023, approximately $78.8 million $95.5 million, or 32.4% 23.6%, of our
total deposits were noninterest bearing demand accounts. These deposits are subject to potentially dramatic fluctuations due to certain factors that may be
outside of our control, such as a loss of confidence by customers in us or the banking sector generally, customer perceptions of our financial health and general
reputation, any of which could result in significant outflows of deposits within short periods of time increasing our funding costs and reducing our net interest
income and net income. If the balance of the Company’s deposits decreases relative to the Company’s overall banking operations, the Company may have to
rely more heavily on wholesale or other sources of external funding, or may have to increase deposit rates to maintain deposit levels in the future. Any such
increased reliance on wholesale funding, or increases in funding rates in general, could have a negative impact on the Company’s net interest income and,
consequently, on its results of operations and financial condition.
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Our Strategic Programs generally require each Strategic Program platform to establish a reserve deposit account with the Bank, intended to protect us in the
event a purchaser of loan receivables originated through our Strategic Programs cannot meet its contractual obligation to purchase. The reserve deposit
account balance is typically required to at least equal the total outstanding balance of loans held-for-sale by the Bank related to the Strategic Program. In the
event that a loan purchaser defaults on its obligation under the Strategic Program agreements and the reserve deposit account balance is lower than the loans
held-for-sale, the Bank may not be able to withdraw sufficient amount from the reserve deposit account to fulfill loan purchaser obligations and our liquidity may
be adversely impacted.

We also may borrow funds from third-party lenders, such as other financial institutions. We currently utilize three four secured lines of credit provided by the
FHLB, PPPLF and the Federal Reserve and two unsecured lines of credit provided by Bankers Bank of the West and Zions Bank. 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 one or more adverse regulatory actions against us.

Further, the Federal Housing Finance Agency, the regulator of FHLB and other federal home loan banks, launched a comprehensive review of the Federal
Home Loan Bank System including the mission, membership eligibility requirements,
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and operational efficiencies of the federal home loan banks in 2022. Any change to or termination of our ability to borrow from the FHLB or correspondent banks could have an
adverse effect on our financial condition and liquidity.

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, in turn, have a material adverse effect on our business, financial condition and results of operations.

We have a concentration of deposit accounts with our Strategic Program service providers that is a material source of our funding, and the loss of these deposits or
default on letters of credit by these Strategic Program service providers could force us to fund our business through more expensive and less stable sources.

As of December 31, 2022 December 31, 2023, approximately $49.7 million, $68.1 million, or approximately 20.4% 16.8%, of our total deposits consisted of
deposit accounts of our Strategic Program service providers. Generally, the terms of our Strategic Programs require each Strategic Program service provider or
purchasing entity to establish a reserve deposit account with the Bank in an amount at least equal to the total outstanding balance of loans held-for-sale by the
Bank related to the Strategic Program. This requirement is intended to protect the Bank in the event a purchaser of loan receivables originated through our
Strategic Programs cannot meet its contractual obligation to purchase. Depending on the strength of the relationship between the Bank and our Strategic
Program service providers, we may reduce the required amount of reserve deposits held and/or allow a portion of the requirement to be fulfilled by a letter of
credit. In addition to the reserve deposit account, certain Strategic Program service providers have opened operating deposit accounts at the Bank. If a Strategic
Program service provider defaults on its letter of credit or we experience additional unanticipated fluctuations in our Strategic Program deposit levels, we may be
forced to rely more heavily on other, potentially more expensive and less stable funding sources, which could have an adverse effect on our business, financial
condition and results of operations.

If we are unable to attract additional merchants and retain and grow our existing merchant relationships, our business, results of operations,
financial condition, and future prospects could be materially and adversely affected.

Our continued success is dependent, in part, on our ability to expand our merchant base and to grow our commercial leasing and POS lending revenue. In
addition, having a diversified mix of merchant relationships is important to mitigate risk associated with changing consumer spending behavior, economic
conditions and other factors that may affect a particular type of merchant or industry. If we fail to retain any of our merchant relationships, if we do not acquire
new merchant relationships, if we do not continually expand revenue and volume from the merchant relationships, or if we do not attract and retain a diverse mix
of merchant relationships, our business, results of operations, financial condition, and future prospects could be materially and adversely affected.
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We are subject to interest rate risk as fluctuations in interest rates may adversely affect our earnings.

Most of our banking assets and liabilities are monetary in nature and subject to risk from changes in interest rates. Like most financial institutions, our earnings are significantly
dependent on our net interest income, the principal component of our earnings, which is the difference between interest earned by us from our interest earning assets, such as loans
and investment securities, and interest paid by us on our interest-bearing liabilities, such as deposits and borrowings. We expect that we will periodically experience “gaps” in the
interest rate sensitivities of our assets and liabilities, meaning that either our interest-bearing liabilities will be more sensitive to changes in market interest rates than our interest
earning assets, or vice versa. In either case, if market interest rates should move contrary to our position, this gap will negatively impact our earnings. The impact on earnings is
more adverse when the slope of the yield curve flattens; that is, when short-term interest rates increase more than long-term interest rates or when long-term interest rates decrease
more than short-term interest rates.

In March 2020, the Federal Reserve lowered the target range for the federal funds rate to a range from 0 to 0.25 percent in response to the Covid-19 pandemic.
The federal funds rate remained in this range for all of 2021. After a period of low interest rates, the federal funds rate was increased rapidly to 4.25%-4.50% at
the end of 2022. It is anticipated the Federal Reserve will continue with further rate increases in 2023, though not2022, and to 5.25%-5.5% at the level
witnessed during 2022. end of 2023. Further changes to prevailing interest rates could influence not only the interest we receive on loans and investments and
the amount of interest we pay on deposits and borrowings, but such changes could also affect (i) our ability to originate loans at competitive rates and obtain
deposits; (i) the fair value of our financial assets and liabilities; (jii) the average duration of our loan portfolios and other interest-earning assets; and (iv) the mix
of lending products we originate. A prolonged period of extremely volatile and unstable market conditions could increase our funding costs and negatively affect
market risk mitigation strategies. Increased interest rates may decrease borrower demand for certain of our lending products, even as inflation places pressure
on consumer spending, borrowing and saving habits as consumers evaluate their prospects for future income growth and employment opportunities in the
current economic environment, and
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as borrowers face uncertainty about the impact of rising prices on their ability to repay a loan. A change in demand for our lending products and any steps we may take to mitigate
such change could impact our credit quality and overall growth.

Any future failure to maintain effective internal control over financial reporting could impair the reliability of our financial statements, which in turn could harm our
business, impair investor confidence in the accuracy and completeness of our financial reports and our access to the capital markets and cause the price of our
common stock to decline and subject us to regulatory penalties.

Our management is responsible for establishing and maintaining adequate internal control over financial reporting and for evaluating and reporting on that system of internal control.
Our internal control over financial reporting consists of a process designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles, or GAAP. Weaknesses in our internal control over financial reporting have
been discovered in the past and may be discovered in the future. If we fail to maintain effective internal control over financial reporting, we may not be able to report our financial
results accurately and in a timely manner, in which case our business may be harmed, investors may lose confidence in the accuracy and completeness of our financial reports, we
could be subject to regulatory penalties and the price of our common stock may decline.
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The accuracy of our financial statements and related disclosures could be affected if the judgments, assumptions or estimates used in our critical
accounting policies are inaccurate.

The preparation of financial statements and related disclosures in conformity with GAAP requires us to make judgments, assumptions and estimates that affect the amounts
reported in our consolidated financial statements and accompanying notes. Our critical accounting policies, which are included in “Iltem 7. Management’s Discussion and Analysis of
Financial Condition and Results of Operations,” describe those significant accounting policies and methods used in the preparation of our consolidated financial statements that we
consider critical because they require judgments, assumptions and estimates that materially affect our consolidated financial statements and related disclosures. As a result, if future
events or regulatory views concerning such analysis differ significantly from the judgments, assumptions and estimates in our critical accounting policies, those events or
assumptions could have a material impact on our consolidated financial statements and related disclosures, in each case resulting in our need to revise or restate prior period
financial statements, cause damage to our reputation and the price of our common stock and adversely affect our business, financial condition and results of operations.

We could recognize losses on investment securities held in our securities portfolio, particularly if interest rates increase or economic and market
conditions deteriorate.

We invest a portion of our total assets (3.6% (2.6% as of December 31, 2022 December 31, 2023) in investment securities with the primary objectives of
providing a source of liquidity, providing an appropriate return on funds invested, managing interest rate risk and meeting pledging requirements. As of
December 31, 2022 December 31, 2023, all securities were classified as held-to-maturity. Factors beyond our control can significantly and adversely influence
the fair value of securities in our portfolio. Because of changing economic and market conditions affecting interest rates, the financial condition of issuers of the
securities and the performance of the underlying collateral, we may recognize realized and/or unrealized losses in future periods, which could have a material
adverse effect on our business, financial condition and results of operations.

We are subject to certain operational risks, including, but not limited to, customer, employee or third-party fraud.

Employee errors and employee or customer misconduct could subject us to financial losses or regulatory sanctions and seriously harm our reputation. Misconduct by our employees
could include hiding unauthorized activities from us, improper or unauthorized activities on behalf of our customers or improper use of confidential information. It is not always
possible to prevent employee errors and misconduct, and the precautions we take to prevent and detect this activity may not be effective in all cases. Employee errors could also
subject us to financial claims for negligence. In addition, we rely heavily upon information supplied by third parties, including the information contained in credit applications, property
appraisals, title information and employment and income documentation, in deciding which loans we will originate, as well as the terms of those loans. If any of the information upon
which we rely is misrepresented, either fraudulently or inadvertently, and the misrepresentation is not detected prior to loan funding, the value of the loan may be significantly lower
than expected, or we may fund a loan that we would not have funded or on terms that do not comply with our general underwriting standards. The sources of the misrepresentations
are often difficult to locate, and it is often difficult to recover any of the resulting monetary losses we may suffer, which could adversely affect our business, financial condition and
results of operations.

Index

We rely heavily on our executive management team and other key employees, and we could be adversely affected by the unexpected loss of their services.

We are led by an experienced core management team with substantial experience in the markets that we serve, and our operating strategy focuses on providing products and
services through long-term relationship managers and ensuring that our largest clients have relationships with our senior management team. Accordingly, our success depends in
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large part on the performance of these key personnel, as well as on our ability to attract, motivate and retain highly qualified senior and middle management. If any of our executive
officers, other key personnel or directors leaves us or our Bank, our financial condition and results of operations may suffer because of his or her skills, knowledge of our market,
years of industry experience and the difficulty of promptly finding qualified personnel to replace him or her.
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Negative public opinion regarding the Company or failure to maintain our reputation within the industries we serve and across our product lines
could adversely affect our business and prevent us from growing our business.

If our reputation is negatively affected by the actions of our employees or otherwise, including because of a successful cyberattack against us or other unauthorized release or loss
of customer information, we may be less successful in attracting new talent and customers or may lose existing customers, and our business, financial condition and results of
operations could be adversely affected. Further, negative public opinion can expose us to litigation and regulatory action and delay and impede our efforts to implement our
expansion strategy, which could further adversely affect our business, financial condition and results of operations.

In addition, negative publicity about us or our industry, including the transparency, fairness, user experience, quality, and reliability of our lending products or channels, including auto
loans, construction loans, SBA loans, point-of-sale financing, or our Strategic Programs in general, effectiveness of our risk model, our ability to effectively manage and resolve
complaints, our privacy and security practices, litigation, regulatory activity, funding sources, originating bank partners, service providers, or others in our industry, the experience of
consumers and investors with our lending products, channels or services or point-of-sale lending platforms in general, or use of loan proceeds by consumers that have obtained
loans facilitated through us or other point-of-sale lending platforms for illegal purposes, even if inaccurate, could adversely affect our reputation and the confidence in, and the use
of, our services, which could harm our reputation and cause disruptions to our business. Any such reputational harm could further affect the behavior of consumers, including their
willingness to obtain loans facilitated through us or to make payments on their loans. As a result, our business, results of operations, financial condition, and prospects would be
materially and adversely affected.

We may be susceptible to deposit run-off risks.

The Bank relies significantly upon deposits for liquidity and funding business operations. Generally, deposits are a relatively stable and cost-effective source of funding for banks due
to many factors, including FDIC deposit insurance. Changes in deposit levels can be influenced substantially by many factors, including customer satisfaction and the interest rates
offered to deposit customers. Those rates, in turn, generally reflect prevailing market conditions. During the first quarter of 2023, the media has highlighted the risks of an extreme
form of deposit run-off, sometimes referred to as a “run on the bank.” The failures of Silicon Valley Bank, Signature Bank, and First Republic Bank in 2023 resulted in significant
disruption in the financial services industry and negative media attention, which has also adversely impacted the volatility and market prices of the securities of financial institutions
and resulted in outflows of deposits for many other financial institutions. More moderate levels of run-off can adversely affect banks but are less dramatic and have been significantly
less reported. The rapid rise in interest rates during 2022 and 2023 and the resulting industry-wide reduction in the fair value of securities portfolios, among other events, have
increased volatility and uncertainty with respect to the health of the U.S. banking system. We believe this has resulted in a heightened awareness around liquidity, uninsured
deposits, deposit composition, unrecognized investment losses, and capital. We believe that the increased level of public concern created by the current adverse business
environment, punctuated by media reports of potential or actual bank failures, have increased the risk of some level of deposit run-off for depository institutions at the present time.
That increased run-off risk applies both generally and in relation to deposits that exceed FDIC insurance coverage. To manage this risk, the Bank maintains cash reserves and
access to other liquidity sources to accommodate normal and, to a degree, unusual withdrawal activity, and the Bank plans to respond promptly and accurately to any customer
concerns that might arise.

We may not be able to raise the additional capital needed, in absolute terms or on terms acceptable to us, to fund our growth strategy in the future if
we continue to grow at our current pace.

We believe that we have sufficient capital to meet our capital needs for our immediate growth plans. However, we will continue to need capital to support our longer-term growth
plans. If capital is not available on favorable terms when we need it, we will have to either issue common stock or other securities on less than desirable terms or reduce our rate of
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growth until market conditions become more favorable. Any such events could have a material adverse effect on our business, financial condition and results of operations.

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 adversely affect customer and investor confidence, our costs of funds and FDIC insurance costs, our ability
to make acquisitions, and our business, results of operations and financial condition.
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Climate change or government action and societal responses to climate change could adversely affect our results of operations.

Climate change can increase the likelihood of the occurrence and severity of natural disasters and can also result in longer-term shifts in climate patterns such as extreme heat, sea
level rise and more frequent and prolonged drought. Such significant climate change effects may negatively impact our geographic markets, disrupting the operations of the
Company, our customers or third parties on which we rely. Damage to real estate collateral and declines in economic conditions in geographic markets in which our customers
operate may impact their ability to repay loans or maintain deposits due to climate change effects, which could increase our delinquency rates and average credit loss.

Our offices may be vulnerable to the adverse effects of climate change. We have a substantial physical presence in the Salt Lake City, Utah, region that is prone
to events such as seismic activity, drought, water scarcity and severe weather. This region has experienced and may continue to experience, climate-related
events and at an increasing rate. Although we maintain a disaster response plan and insurance, such events could disrupt our business, the business of our
customers or third-party suppliers, and may cause us to experience losses and additional costs to maintain and resume operations.

As the effects of climate change continue to create a level of concern for the state of the global environment, companies are facing increasing scrutiny from customers, regulators,
investors and other stakeholders related to their environmental, social and governance (“ESG”) practices and disclosure. New government regulations could result in more stringent
forms of ESG oversight and reporting and diligence and disclosure requirements. Increased ESG related compliance costs, in turn, could result in increases to our overall
operational costs. Failure to adapt to or comply with regulatory requirements or investor or stakeholder expectations and standards, including with respect to our involvement in
certain industries or projects associated with causing or exacerbating climate change, may negatively affect our reputation and commercial relationships, which could adversely
affect our business.

We expect to derive a percentage of our deposits, total assets and income from deposit accounts generated through our Fintech Banking Solutions relationships.

We expect to acquire deposit accounts through our Fintech Banking Solutions relationships and provide oversight over these relationships, which must meet our internal and
regulatory requirements. We may exit relationships where such requirements are not met or be required by our regulators to exit such relationships. Also, our Fintech Banking
Solutions customers could terminate their relationships with us for many reasons, including being able to obtain better terms from another provider or dissatisfaction with the level or
quality of our services. If a relationship were to be terminated, it could materially reduce our deposits, assets and income. We cannot assure you that we would be able to
successfully replace such relationships. If we cannot replace such relationships, we may be required to seek higher rate funding sources and interest expense might increase. We
may also be required to sell securities or other assets to meet funding needs which would reduce revenues or potentially generate losses.

Our strategy of pursuing business with our Fintech Banking Solutions customers has been adopted by other institutions with which we compete.

Several online banking operations as well as the online banking programs of conventional banks have instituted Fintech Banking Solutions strategies similar to ours. As a
consequence, we have encountered competition in this area and anticipate that we will continue to do so in the future. This competition may increase our costs, reduce our
revenues or revenue growth or, because we are a relatively small banking operation without the name recognition of other, more established banking operations, make it difficult for
us to compete effectively in obtaining these relationships.

Our agreements with Fintech Banking Solutions customers may expose us to credit risk.
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We may enter into agreements with our Fintech Banking Solutions customers pursuant to which our Fintech Banking Solutions customers may market bank consumer checking and
consumer or commercial line of credit (“LOC") accounts using their brands and digital platforms, make underwriting determinations for the LOC accounts, cover any losses on the
LOC accounts, provide cash collateral to the Bank to secure payment of such losses or be partial guarantors of losses on the LOC accounts. In the event the cash collateral amount
is not adequately maintained or is insufficient to cover the losses on the LOC accounts and the Fintech Banking Solutions customer does not or cannot otherwise meet its partial
guaranty or other obligations under its agreement with the Bank, the Bank may incur losses on the LOC accounts. Losses associated with the LOC accounts (or the portfolios of
other third parties with whom we enter into comparable Fintech Banking Solutions relationships) in such circumstances could have a material adverse effect on our net income,
results of operations and financial condition.

Our agreements with Fintech Banking Solutions customers may produce limited revenue and may expose us to liability for compliance violations by Fintech Banking
Solutions customer.

We expect to enter into agreements with Fintech Banking Solutions customers pursuant to which we will provide certain banking services for such Fintech Banking Solutions
customers, including serving as the issuing bank for credit or debit cards issued to their customers and establishing one or more settlement accounts for the purpose of settling
customer transactions. The agreements have varying terms and may be terminated by the parties under certain circumstances. If our Fintech Banking Solutions customers are not
successful in achieving customer acceptance of their programs or terminate the agreement before the end of its term, our revenue under the agreement may be limited or may
cease altogether. In addition, our bank regulators may hold us responsible for the activities of our Fintech Banking Solutions customers with respect to the marketing or
administration of their programs, which may result in increased compliance costs for us or potentially compliance violations as a result of Fintech Banking Solutions customer
activities. In recent years, a significant number of banks that provide Fintech Banking Solutions have become subject to enforcement actions relating to their customers’ activities,
indicating that banking regulators have made banks’ oversight over their Fintech Banking Solutions customers a supervisory priority and that there is an increased risk that we could
similarly become subject to additional regulatory scrutiny or enforcement. Additionally, financial weaknesses at our Fintech Banking Solutions customers could cause us to record
greater expenses or losses or suffer reputational harm.

Risks Related to Regulation
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We are subject to regulation, which increases the cost and expense of regulatory compliance and therefore reduces our net income and may restrict our growth and
ability to acquire other financial institutions.

As a bank holding company under federal law, we are subject to regulation under the Bank Holding Company Act of 1956, as amended, or the BHC Act, and the examination and
reporting requirements of the Federal Reserve. In addition to supervising and examining us, the Federal Reserve, through its adoption of regulations implementing the BHC Act,
places certain restrictions on the activities that are deemed permissible for bank holding companies to engage in. Changes in the number or scope of permissible activities could
have an adverse effect on our ability to realize our strategic goals.

As a Utah state-chartered bank that is not a member of the Federal Reserve System, the Bank is separately subject to regulation by both the FDIC and the UDFI. The FDIC and
UDFI regulate numerous aspects of the Bank’s operations, including adequate capital and financial condition, permissible types and amounts of extensions of credit and
investments, permissible non-banking activities and restrictions on dividend payments. The Bank undergoes periodic examinations by the FDIC and UDFI. Following such
examinations, the Bank may be required, among other things, to change its asset valuations or the amounts of required loan loss allowances or to restrict its operations, as well as
increase its capital levels, which would likely adversely affect our results of operations. Supervision, regulation, and examination of the Company and the Bank by the bank
regulatory agencies are intended primarily for the protection of consumers, commercial customers, bank depositors and the Deposit Insurance Fund of the FDIC, rather than holders
of our common stock. Particularly as a result of any changes in the regulations and regulatory agencies under the Dodd-Frank Act, we may be required to invest significant
management attention and resources to evaluate and make any changes necessary to comply with applicable laws and regulations. This allocation of resources, as well as any
failure to comply with applicable requirements, may negatively impact our results of operations and financial condition.
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Legislative and regulatory actions taken now or in the future may increase our costs and impact our business, governance structure, financial
condition or results of operations.

Federal and state regulatory agencies frequently adopt changes to their regulations or change the way existing regulations are applied, including the Dodd-Frank Act and the
Regulatory Relief Act. These and other changes are more fully discussed under “Supervision and Regulation.” Regulatory or legislative changes to laws applicable to the financial

Index

industry, if enacted or adopted, may impact the profitability of our business activities, require more oversight or change certain of our business practices, including the ability to offer
new products, obtain financing, attract deposits, make loans and achieve satisfactory interest spreads and could expose us to additional costs, including increased compliance
costs. These changes also may require us to invest significant management attention and resources to make any necessary changes to operations to comply and could have a
material adverse effect on our business, financial condition and results of operations.

Due to Section 162(m) of the Internal Revenue Code (the “Code”), we may not be able to deduct all of the compensation of some executives,
including executives of companies we may acquire in the future.

Section 162(m) of the Code generally limits to $1 million annual deductions for compensation paid to “covered employees” of any “publicly held corporation.” A “publicly held
corporation” includes any company that issues securities required to be registered under Section 12 of the Securities Exchange Act of 1934 or companies required to file reports
under Section 15(d) of the Exchange Act, determined as of the last day of the company’s taxable year. As a consequence, Section 162(m) of the Code will limit the deductibility of
compensation to our covered employees to $1 million beginning with the year ending ended December 31, 2021. Pursuant to Treasury regulations that were finalized on December
18, 2020, the definition of “covered employees” generally includes anyone who served as the chief executive officer or chief financial officer at any time during the taxable year; the
three highest compensated executive officers (other than the chief executive officer or the chief financial officer), determined under SEC rules; and any individual who was a covered
employee, including of a “predecessor company,” at any point during a taxable year beginning on or after January 1, 2017, even after the employee terminates employment. We
expect that in most if not all cases a publicly traded company that we might acquire in the future will be a “predecessor company.” Accordingly, we expect that the number of our
covered employees will increase if FinWise Bancorp acquires one or more publicly held corporations in the future.

Notably, under the American Rescue Plan Act of 2021, or the ARPA, which was signed into law on March 11, 2021, for tax years beginning after December 31,
2026, the definition of “covered employees” will be expanded to include FinWise Bancorp’s next five highest paid employees (in addition to those currently
included in the definition as described above).

As a result of the foregoing, under present law, we may not be able to deduct all of the compensation paid in 20222023 and future years if compensation paid to
“covered employees” exceeds the thresholds established by Section 162(m) of the Code. Losing deductions under Section 162(m) of the Code could increase
our income taxes and reduce our net income. A reduction in net income could negatively affect the price of our stock.

Because of the Dodd-Frank Act and related rulemaking, the Company is subject to more stringent capital requirements.
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The Bank’s failure to maintain the minimum leverage ratio under the Community Bank Leverage Ratio framework under the Regulatory Relief Act could result in one or more of our
regulators placing limitations or conditions on our activities, including our growth initiatives, or restricting the commencement of new activities, and could affect customer and
investor confidence, our costs of funds and FDIC insurance costs, our ability to pay dividends on our common stock, our ability to make acquisitions, and our business, results of
operations and financial condition. See “Supervision and Regulation—Capital Adequacy Guidelines.”
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Federal and state banking agencies periodically conduct examinations of our business, including our compliance with laws and regulations, and our
failure to comply with any regulatory actions, if any, could adversely impact us.

As part of the bank regulatory process, the Federal Reserve, the FDIC and the Utah Department of Financial Institutions (the “UDFI"), periodically conduct examinations of our
business, including compliance with laws and regulations. If, based on an examination, the UDFI or a federal banking agency were to determine that the financial condition, capital
resources, asset quality, earnings prospects, management, liquidity, asset sensitivity, risk management or other aspects of any of our operations have become unsatisfactory, or that
the Company or its management were in violation of any law or regulation, it may take such remedial actions as it deems appropriate. If we become subject to such regulatory
actions, our business, financial condition, results of operations and reputation would likely be adversely affected.

Financial institutions, such as the Bank, face risks of noncompliance and enforcement actions related to the Bank Secrecy Act and other anti-money
laundering statutes and regulations.

The Bank Secrecy Act, the Uniting and Strengthening America by Providing Appropriate Tools Required to Intercept and Obstruct Terrorism Act of 2001, or the USA PATRIOT Act,
and other laws and regulations require financial institutions, among other duties, to institute and maintain an effective anti-money laundering program and file suspicious activity and
currency transaction reports as appropriate. To administer the Bank Secrecy Act, FInCEN is authorized to impose
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significant civil money penalties for violations of those requirements and has recently engaged in coordinated enforcement efforts with the individual federal banking regulators, as
well as the U.S. Department of Justice, Drug Enforcement Administration and the IRS. There is also increased scrutiny of compliance with the sanctions programs and rules
administered and enforced by the Treasury Department’s Office of Foreign Assets Control.

Our compliance with the anti-money laundering laws is in part dependent on our ability to adequately screen and monitor our customers for their compliance with these laws. We
have developed policies and procedures to screen and monitor these customers. To comply with regulations, guidelines and examination procedures in this area, we have dedicated
significant resources to our anti-money laundering program. If our policies, procedures and systems are deemed deficient, we could be subject to liability, including fines and
regulatory actions such as restrictions on our ability to pay dividends and the inability to obtain regulatory approvals to proceed with certain aspects of our business plans, including
acquisitions and de novo branching.

We are subject to anticorruption laws, including the U.S. Foreign Corrupt Practices Act, or FCPA, and we may be subject to other anti-corruption
laws, as well as anti-money laundering and sanctions laws and other laws governing our operations, to the extent our business expands to non-U.S.
jurisdictions. If we fail to comply with these laws, we could be subject to civil or criminal penalties, other remedial measures, and legal expenses,
which could adversely affect our business, financial condition and results of operations.

We continue to may pursue deposit sourcing opportunities outside of the United States. We are currently subject to anti-corruption laws, including the FCPA. The
FCPA and other applicable anti-corruption laws generally prohibit us, our employees and intermediaries from bribing, being bribed or making other prohibited
payments to government officials or other persons to obtain or retain business or gain other business advantages. We may also participate in collaborations and
relationships with third parties whose actions could potentially subject us to liability under the FCPA or other jurisdictions’ anti-corruption laws. There is no
assurance that we will be completely effective in ensuring our compliance with all applicable anti-corruption laws, including the FCPA. If we are not in
compliance with the FCPA or other anti-corruption laws, we may be subject to criminal and civil penalties, disgorgement and other sanctions and remedial
measures, and legal expenses, which could have an adverse impact on our business, financial condition and results of operations. Similarly, any investigation of
any potential violations of the FCPA or other anti-corruption laws by authorities in the United States or other jurisdictions where we conduct business could also
have an adverse impact on our reputation, business, financial condition and results of operations.
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Regulations relating to privacy, information security and data protection could increase our costs, affect or limit how we collect and use personal
information and adversely affect our business opportunities.

We are subject to various privacy, information security and data protection laws, including requirements concerning security breach notification, and we could be negatively
impacted by these laws. Various state and federal banking regulators and states have also enacted data security breach notification requirements with varying levels of individual,
consumer, regulatory or law enforcement notification in certain circumstances in the event of a security breach. Moreover, legislators and regulators in the U.S. are increasingly
adopting or revising privacy, information security and data protection laws that potentially could have a significant impact on our current and planned privacy, data protection and
information security-related practices, our collection, use, sharing, retention and safeguarding of consumer or employee information, and some of our current or planned business
activities. This could also increase our costs of compliance and business operations and could reduce income from certain business initiatives. This includes increased privacy-
related enforcement activity at the federal level by the Federal Trade Commission, as well as at the state level. For example, in March 2022, Utah enacted the Utah Consumer
Privacy Act. Also, the Federal Trade Commission recently issued a staff report on digital “dark patterns,” sophisticated design practices that can trick or manipulate consumers into
buying products or services or giving up their private information, that, among other things, highlighted marketing and disclosure practices by some financial technology companies
that the Federal Trade Commission claimed were deceptive because of their use of dark patterns. Based upon prior enforcement actions, staff reports, and statements by Federal
Trade Commission officials, we believe this scrutiny of financial technology company marketing and disclosure practices will continue for the foreseeable future. Compliance with
current or future privacy, data protection and information security laws (including those regarding security breach notification) affecting customer or employee data to which we are
subject could result in higher compliance and technology costs and could restrict our ability to provide certain products and services, which could have a material adverse effect on
our business, financial conditions or results of operations. Our failure to comply with privacy, data protection and information security laws could result in potentially significant
regulatory or governmental investigations or actions, litigation, fines, sanctions and damage to our reputation, which could have a material adverse effect on our business, financial
condition or results of operations.
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We are subject to numerous laws and regulations, designed to protect consumers, including the Community Reinvestment Act and fair lending laws, and failure to
comply with these laws or regulations could lead to a wide variety of sanctions.

The Community Reinvestment Act, or CRA, directs all insured depository institutions to help meet the credit needs of the local communities in which they are located, including low-
and moderate-income neighborhoods. Each institution is examined periodically by its primary federal regulator, which assesses the institution’s performance. The Equal Credit
Opportunity Act, the Fair Housing Act and other fair lending laws and regulations impose nondiscriminatory lending requirements on financial institutions. The CFPB, the U.S.
Department of Justice and other federal agencies are responsible for enforcing these laws and regulations. The CFPB was created under the Dodd-Frank Act to centralize
responsibility for consumer financial protection with broad rulemaking authority to administer and carry out the purposes and objectives of federal consumer financial laws with
respect to all financial institutions that offer financial products and services to consumers. The CFPB is also authorized to prescribe rules applicable to any covered person or
service provider, identifying and prohibiting acts or practices that are “unfair, deceptive, or abusive” in any transaction with a consumer for a consumer financial product or service, or
the offering of a consumer financial product, or service. The ongoing broad rulemaking powers of the CFPB have potential to have a significant impact on the operations of financial
institutions offering consumer financial products or services. The CFPB has indicated that it may propose new rules on overdrafts and other consumer financial products or services,
which could have a material adverse effect on our business, financial condition and results of operations if any such rules limit our ability to provide such financial products or
services.
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For example, the CFPB has proposed rules that would restrict various fees that financial institutions can charge consumers, including credit card late fees and
certain insufficient funds fees.

A successful regulatory challenge to an institution’s performance under the CRA, fair lending or consumer lending laws and regulations could result in a wide variety of sanctions,
including damages and civil money penalties, injunctive relief, restrictions on mergers and acquisitions activity, restrictions on expansion, and restrictions on entering new business
lines. Private parties may also challenge an institution’s performance under fair lending laws in private class action litigation. Such actions could have a material adverse effect on
our reputation, business, financial condition and results of operations.

We may be subject to liability for potential violations of predatory lending laws, which could adversely impact our results of operations, financial
condition and business.

Various U.S. federal, state and local laws have been enacted that are designed to discourage “predatory” lending practices. The U.S. Home Ownership and Equity Protection Act of
1994, or HOEPA, prohibits inclusion of certain provisions in mortgages that have interest rates or origination costs in excess of prescribed levels and requires that borrowers be
given certain disclosures prior to origination. The Military Lending Act limits the interest rate that can be charged to active-duty servicemembers and their dependents. Some states
have enacted, or may enact, similar laws or regulations, which in some cases impose restrictions and requirements greater than those in HOEPA. In addition, under the anti-
predatory lending laws of some states, the origination of certain mortgages, including loans that are not classified as “high-cost” loans under applicable law, must satisfy a net
tangible benefit test with respect to the related borrower. Such tests may be highly subjective and open to interpretation. As a result, a court may determine that a home mortgage,
for example, does not meet the test even if the related originator reasonably believed that the test was satisfied. If any of our mortgages or other loans are found to have been
originated in violation of predatory or abusive lending laws, we could incur losses, which could adversely impact our results of operations, financial condition and business.

REFINITIV CORPORATE DISCLOSURES | www.refinitiv.com | Contact Us 37/163
©2024 Refinitiv. All rights reserved. Republication or redistribution of Refinitiv content, including by framing or similar means, is prohibited without the prior written R E F I N I T I V I ‘

consent of Refinitiv. 'Refinitiv' and the Refinitiv logo are registered trademarks of Refinitiv and its affiliated companies.


https://www.refinitiv.com/
https://www.refinitiv.com/en/contact-us

Regulatory agencies and consumer advocacy groups have asserted claims that the practices of lenders and loan servicers result in a disparate
impact on protected classes.

Antidiscrimination statutes, such as FHA and ECOA, prohibit creditors from discriminating against loan applicants and borrowers based on certain characteristics, such as race,
religion and national origin. Various federal regulatory agencies and departments, including the DOJ and the CFPB, have taken the position that these laws apply not only to
intentional discrimination, but also to facially neutral practices that have a disparate impact on a group that shares a characteristic that a creditor may not consider in making credit
decisions protected classes (i.e., creditor or servicing practices that have a disproportionate negative affect on a protected class of individuals). Further, the CFPB has issued an
update to its examination manual that contains a novel interpretation of its authority to prohibit unfair, deceptive, or abusive acts or practices that would authorize the agency to treat
any instance of discrimination against a protected class as an unfair act or practice under the Dodd-Frank Act.

These regulatory agencies, as well as consumer advocacy groups and plaintiffs’ attorneys, have focused greater attention on “disparate impact” claims. The
U.S. Supreme Court has confirmed that the “disparate impact” theory applies to cases
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brought under FHA, while emphasizing that a causal relationship must be shown between a specific policy of the defendant and a discriminatory result that is not justified by a
legitimate objective of the defendant. Although it is still unclear whether the theory applies under ECOA, regulatory agencies and private plaintiffs may continue to apply it to both
FHA and ECOA in the context of mortgage lending and servicing. To the extent that the “disparate impact” theory continues to apply, we are faced with significant administrative
burdens in attempting to comply and potential liability for failures to comply.

In addition to reputational harm, violations of FHA and ECOA can result in actual damages, punitive damages, injunctive or equitable relief, attorneys’ fees and
civil money penalties.
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Increases in FDIC insurance premiums could adversely affect our earnings and results of operations.

The deposits of our Bank are insured by the FDIC up to legal limits and, accordingly, subject it to the payment of FDIC deposit insurance assessments as determined according to
the calculation described in “Supervision and Regulation—Deposit Insurance.” In October 2022, the FDIC issued a final rule to increase the initial base deposit insurance
assessment rate by two basis points for all insured depository institutions beginning in 2023. Any future special assessments, increases in assessment rates or required
prepayments in FDIC insurance premiums could reduce our profitability or limit our ability to pursue certain business opportunities, which could have a material adverse effect on our
business, financial condition and results of operations.

Risks Relating to Our Strategic Programs

The Bank and our Strategic Program service providers are subject to borrower protection laws and federal and state consumer protection laws and may be subject to
public criticism by consumer advocacy groups.

The Bank and our Strategic Program service providers must comply with a variety of laws and regulations, including those applicable to consumer credit transactions, various
aspects of which are untested as applied to a marketplace. Certain state laws generally regulate interest rates and other charges and require certain disclosures. In addition, other
federal and state laws may apply to the origination and servicing of loans facilitated through our Strategic Programs. In particular, our Strategic Program service providers may be
subject to laws, including but not limited to Section 5 of the Federal Trade Commission Act, the Truth-in-Lending Act, the Fair Credit Reporting Act, Fair Debt Collection Practices
Act, Telephone Consumer Protection Act and other federal, state and municipal consumer protection laws and regulations that impose requirements related to, among other things,
fair lending, loan disclosures and terms, credit discrimination, credit reporting, debt servicing and collection, communications and unfair or deceptive business practices. Such laws
related to credit reporting, debt servicing and collection, communications and unfair or deceptive business practices may be of particular relevance while the Bank is the holder of a
consumer credit transaction; the time period of such status as the holder may vary.

Our Strategic Program service providers may not always have been, may not always be, and may be subject to legal proceedings alleging that they are not in
full compliance with these laws. Compliance with these laws is costly, time-consuming and limits operational flexibility. In addition, both we and our Strategic
Program service providers may be criticized by third party consumer advocacy groups regarding compliance with fair lending or consumer lending laws and
regulations, which may result in negative publicity of our Strategic Program service providers and the Bank. Non-compliance or alleged non-compliance could
subject a Strategic Program service provider, and/or the Bank, to damages, revocation of required licenses, arbitration, lawsuits (including class action lawsuits),
enforcement actions, increased regulatory scrutiny of the Bank’s internal controls and oversight of our third-party vendor risk management, penalties,
termination of our relationship with a Strategic Program service provider, injunctions which require the cessation or curtailment of a Strategic Program or
operation by the Bank, rescission rights held by investors in securities offerings and civil and criminal liability.
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Any of these actions may harm the Bank and/or our Strategic Program service providers, and may result in, among other penalties, borrowers rescinding their loans, imposition of
financial penalties against the Bank and/or our Strategic Program service providers, and/or injunctive relief against the Bank and/or our Strategic Program service providers
requiring the Bank and/or our Strategic Program service providers to cease or curtail certain operations. If any of the Strategic Program service providers with which we do business
suffers any of these consequences, we may be forced to create new relationships with Strategic Program service providers, which if not formed, could have an adverse effect on our
growth strategy, business, results of operation and financial condition. Additionally, the Bank may suffer economic penalties and consequences as a result of a financial penalty or
damages or injunctive relief. If the Bank and/or any of the Strategic Program service providers with which we do business suffers any of these consequences, the Bank may not be
able to recover economic damages and/or costs the Bank incurs from the Strategic Program service provider, whether under an
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indemnification right or other action against the service provider. The foregoing could adversely affect our growth, business prospects, financial condition and results of operations.
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The Bank and our Strategic Program service providers may be subject to consumer arbitration or litigation regardless of whether the claims have merit. Given the wide variety of
state and federal consumer financial protection laws, consumer claims are a regular and ordinary component of any consumer lending and servicing business. The Bank and our
Strategic Program service providers may face consumer claims (including class action claims) under state or federal laws governing fair debt collection, fair credit reporting,
electronic funds transfers, truth in lending, unfair or deceptive acts or practices, telecommunications, or other consumer protection laws. The Bank or our Strategic Program service
providers may be required to defend against such consumer claims in court or through arbitration. The litigation risks attendant in defending against these claims, which we intend to
do vigorously, may include increased legal fees, related costs and expenses, and reputational harm. Because litigation risk is generally unpredictable, we cannot estimate the
amount of damages (if any) that might be awarded in any case, foresee other forms of relief a competent tribunal may impose, or otherwise predict the impact of consumer claims
on the Bank’s or any Strategic Program service provider's operations or revenue.

If we are unable to maintain our relationships with our Strategic Program service providers, our business will suffer.

A significant portion of our loan origination is conducted through our Strategic Programs. Approximately $61.7 million $49.1 million, or 68.7%57.4% of our total
revenues for the year ended December 31, 2022 December 31, 2023, were generated through our Strategic Programs. Our agreements with service providers
to the Strategic Programs are non-exclusive and do not prohibit the service providers from working with our competitors upon payment of a fee or from offering
competing services. In addition, the Strategic Program service providers may not perform as expected under our agreements including potentially being unable
to accommodate our projected growth in loan volume and revenue. Although we have taken steps to secure relationships with our Strategic Program service
providers and key third-party relationships, we could in the future have disagreements or disputes with our Strategic Program service providers, which could
negatively impact or threaten our relationship.

Furthermore, our agreements with third parties could come under scrutiny by our regulators, and our regulators could raise an issue with, or object to, any term
or provision in such an agreement or any action taken by such third party vis-a-vis the Bank’s operations or customers, resulting in a material adverse effect to
us including, but not limited to, the imposition of fines and/or penalties and the material restructuring or termination of such agreement.

Inadequate oversight of our relationships with our Strategic Program service providers and POS merchants could result in regulatory actions
against the Bank, which could adversely affect our business, financial condition and result of operations.

The FDIC has issued guidance outlining the expectations for third-party service provider oversight and monitoring by financial institutions. The federal banking agencies, including
the FDIC, have also issued enforcement actions against financial institutions for failure in oversight of third-party providers and violations of federal banking law by such providers
when performing services for financial institutions. Our failure to adequately oversee the actions of our third-party service providers could result in regulatory actions against the
Bank. Furthermore, our regulators could require us to terminate certain relationships with our Strategic Program service providers or POS merchants or restrict our ability to form
new relationships with other Strategic Program service providers or POS merchants, either of which could result in a decrease in our loan originations, which in turn could adversely
affect our growth, business prospects, financial condition and results of operations.

The regulatory framework for Strategic Programs is evolving and uncertain as federal and state governments consider new laws to regulate online
marketplaces such as ours. New laws and regulations, including taxes on services provided through Strategic Programs, as well as continued
uncertainty regarding potential new laws or regulations, may negatively affect our business.

The regulatory framework for our Strategic Programs is evolving and uncertain. It is possible that new laws and regulations will be adopted in the United States and internationally,
or existing laws and regulations may be amended, removed or interpreted in new ways, that would affect the operation of our Strategic Program service providers and the way in
which they interact with borrowers and investors.
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Recognizing the growth in online marketplaces, in July 2015 the Treasury issued a request for information to study the marketplace lending industry, which led to
the release of a Treasury white paper on May 10, 2016, on the online marketplace lending industry. The white paper included several recommendations to the
federal government and private sector participants in order to encourage safe growth and access to credit. In April 2022, the CFPB announced that it intends to
examine nonbank financial companies, which may include some of our Strategic Program service providers, that
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pose risks to consumers and in June 2022, the Deputy Director of the CFPB indicated that relationships between banks and nonbank lenders will be an area of increased regulatory
focus for the agency in the near future. Subsequently, in November 2022, the Treasury Department issued a report encouraging the CFPB to increase its supervisory activity with
respect to larger nonbank lenders. The Office of the Comptroller of the Currency (the “OCC"), the prudential regulator for national banks, recently announced that it will be prioritizing
the review of third-party relationships between banks and financial technology companies, which may include some of our Strategic Program service providers, as part of the
agency’s bank supervisory priorities for the upcoming calendar year. Moreover, the CFPB has issued several interpretive statements and guidance documents that could impact
certain practices of our Strategic Programs including a May 2022 statement on compliance obligations under ECOA for companies that rely on complex algorithms when making
credit decisions. The CFPB also issued an interpretive rule expanding states’ authority to enforce requirements of federal consumer financial laws, including ECOA. State regulators
have also increased the level of regulatory scrutiny on financial technology companies. We cannot predict whether any legislation or proposed rulemaking will actually be introduced
or how any legislation or rulemaking will impact our business and results of operations of marketplace lenders going forward.

If the loans originated through a marketplace were found to violate a state’s usury laws and/or the Strategic Program’s service providers were determined to be the
“true lender” of loans originated on their marketplaces we and our Strategic Program service providers may have to alter our business models and, consequently, our
reputation, financial condition and results of operation could be harmed.

The interest rates that are charged to borrowers and that form the basis of payments to investors through marketplaces are enabled by legal principles including (i) the application of
federal law to enable an issuing bank that originates the loan to export the interest rates of the jurisdiction where it is located, (ii) the application of common law “choice of law”
principles based upon factors such as the loan document’s terms and where the loan transaction is completed to provide uniform rates to borrowers, or (iii) the application of
principles that allow the transferee of a loan to continue to collect interest as provided in the loan document. Certain states have no statutory interest rate limitations on personal
loans, while other jurisdictions have a maximum rate. In some jurisdictions, the maximum rate is less than the current maximum rate offered by the Bank through certain Strategic
Programs. If the laws of such jurisdictions were found to apply to the loans originated by the Bank through a marketplace, those loans could be in violation of such laws or it could
impact the ability to sell such loans to investors. Approximately $28.4 million $25.9 million, or 31.6% 30.3% of our total revenues for the year ended December 31, 2022 December
31, 2023, were generated from Strategic Programs with annual interest rates above 36%.

There has been (and will likely continue to be) litigation challenging lending arrangements where a bank or other third-party has made a loan and then sells and assigns it to an
entity that is engaged in assisting with the origination and servicing of a loan. If a borrower or regulator were to successfully bring claims against a Strategic Program service
provider for violations of state consumer lending laws, including usury and licensing requirements, the Strategic Program service provider could be subject to fines and penalties,
including the voiding of loans and repayment of principal and interest to borrowers and investors. Our Strategic Program service providers might decide to, among other actions,
limit the maximum interest rate and terms on certain loans facilitated through the Strategic Program service provider's platform, might decide to not offer certain products, might
decide to not offer products in certain geographic locations, and might decide to originate loans under the provider’s own state-specific licenses, to obtain a bank charter, or originate
loan products in partnership with another financial institution. These actions may substantially reduce a Strategic Program service provider’s operating efficiency and/or
attractiveness to investors, possibly resulting in a decline in operating results for the service provider, which could in turn adversely affect our business, financial condition and
results of operations. Furthermore, if the Bank were not deemed to be the “true lender,” then the Bank and our Strategic Program service provider could be subject to claims by
borrowers, as well as enforcement actions by regulators.

Index

Furthermore, if a borrower or regulator were to successfully bring claims against a Strategic Program service provider and/or the Bank for violations of state
consumer lending laws the Strategic Program service provider and/or the Bank could be subjected to damages, revocation of required licenses, individual and
class action lawsuits, enforcement actions, penalties, injunctions which require the cessation or curtailment of a Strategic Program or operation by the Bank,
rescission rights held by investors in securities offerings and civil and criminal liability. These actions could possibly result in a decline in operating results for the
Strategic Partner and/or the Bank, which could in turn adversely affect our business, financial condition and results of operations.

On May 25, 2020, the OCC issued a final rule reaffirming the enforceability of the interest rate terms of national banks’ loans following their sale, assignment, or
transfer. The FDIC followed suit with a final rule on June 25, 2020, that similarly reaffirmed the enforceability of the interest rate terms of loans made by state-
chartered banks and insured branches of foreign banks (collectively, state banks) following the sale, assignment, or transfer of a loan. The rules also provide
that whether interest on a loan is permissible is determined at the time the loan is made, and is not affected by a change in state
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law, a change in the relevant commercial paper rate, or the sale, assignment, or other transfer of the loan. These rules have been challenged by state attorneys general. On May 11,
2021, the U.S. Senate voted 52-47 to repeal the “true lender” rule adopted by the OCC. On June 24, 2021, the U.S. Senate resolution was passed by the U.S. House of
Representatives by a vote of 218 to 208. On June 30, 2021, President Biden signed a joint resolution to revoke the OCC's true lender rule. Repeal of the OCC rule is expected to
create uncertainty regarding whether state or federal laws apply to the Bank’s loans originated in the marketplace with the assistance of our Strategic Program service providers.

Several states have also adopted legislation that impacts our Strategic Programs. In 2021, lllinois and Maine enacted laws that regulate any person who holds, acquires, or
maintains, directly or indirectly, the predominant economic interest in a loan originated by an otherwise-exempt entity like a bank. Effective January 1, 2022, Hawaii instituted a new
licensing requirement for “installment lenders”, which is defined to capture loans offered under a bank partnership model (i.e., it applies to a person “who arranges a consumer loan
for a third party, or who acts as an agent for a third party, regardless of whether the third party is exempt from licensure.” H.B. 1192 (2021)). These laws also apply to any person or
entity who markets, brokers, arranges, or facilitates a loan and holds the right, requirement, or first right of refusal to purchase loans, receivables, or interests in the loans. These
licensing schemes, which may apply to our Strategic Programs, also impose interest-rate caps that are lower than the interest rates permitted under Utah law. These and other
matters could potentially impact a Strategic Program’s business, including the maximum interest rates and fees that can be charged and application of certain consumer protection
statutes. In addition, these matters could subject us to increased litigation risk, which could have a material and adverse impact on our reputation and business. We continue to
assess the impact of these final rules on our business and our Strategic Programs.

Fraudulent activity associated with a Strategic Program service provider could negatively impact operating results, brand and reputation and cause
the use of a Strategic Program’s loan products and services to decrease and its fraud losses to increase.

Our Strategic Program service providers are subject to the risk of fraudulent activity associated with the handling of borrower and investor information by its marketplace, issuing
banks, borrowers, investors and third parties. A company’s resources, technologies and fraud prevention tools may be insufficient to accurately detect and prevent fraud. High
profile fraudulent activity or significant increases in fraudulent activity could lead to regulatory intervention, negatively impact a company’s operating results, brand and reputation
and lead it to take steps to reduce fraud risk, which could increase its costs and consequently, adversely affect our business, financial condition and results of operations.
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Risks Related to Potential Strategic Transactions
We may pursue strategic acquisitions in the future, and we may not be able to overcome risks associated with such transactions.

Although we plan to continue to grow our business organically, we may explore opportunities to invest in, or to acquire, other financial institutions, financial service companies and
businesses that we believe would complement our existing business. Our investment or acquisition activities could be material to our business and involve a number of risks
including the following:

. difficulty in estimating the value of any target company;

. investing time and incurring expense associated with identifying and evaluating potential investments or acquisitions and negotiating potential transactions, resulting in our
attention being diverted from the operation of our existing business;

. the lack of history among our management team in working together on acquisitions and related integration activities;

. obtaining necessary regulatory approvals, which we may have difficulty obtaining or be unable to obtain;

o the time, expense and difficulty of integrating the operations and personnel of any combined businesses;

. unexpected asset quality problems with acquired companies;

e « inaccurate estimates and judgments used to evaluate credit, operations, management and market risks with respect to any target institution or assets;

. risks of impairment to goodwill or other-than-temporary impairment of investment securities;
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. potential exposure to unknown or contingent liabilities of banks and businesses we acquire;

. an inability to realize expected synergies or returns on investment;

. potential disruption of our ongoing banking business;

. maintaining adequate regulatory capital; and

. loss of key employees, key customers or key business counterparties following our investment or acquisition.

We may not be successful in overcoming these risks or other problems encountered in connection with potential investments or acquisitions. Our inability to overcome these risks
could have an adverse effect on our ability to implement our business strategy and enhance shareholder value, which, in turn, could have an adverse effect on our business,
financial condition and results of operations. Additionally, if we record goodwill in connection with any acquisition, our business, financial condition and results of operations may be
adversely affected if that goodwill is determined to be impaired, which would require us to take an impairment charge.

46

Index

We have entered into, and expect to continue to enter into, joint venture, strategic collaboration, teaming and other business arrangements, and
these activities involve risks and uncertainties. A failure of any such relationship could have a material adverse effect on our business and results of
operations.

We have entered into, and expect to continue to enter into, significant joint venture, strategic collaboration, teaming and other arrangements, including our Strategic Programs we
have established with various third-party consumer and commercial loan origination platforms. These activities involve risks and uncertainties, including the risk of the joint venture
or applicable Strategic Program platform failing to satisfy its obligations, which may result in certain liabilities to us for any related commitments, the uncertainty created by
challenges in achieving strategic objectives and expected benefits of the business arrangement, the risk of conflicts arising between us and our business collaborations and the
difficulty of managing and resolving such conflicts, and the difficulty of managing or otherwise monitoring such business arrangements. In addition, in these joint ventures, strategic
collaborations and alliances, we may have certain overlapping control over the operation of the assets and businesses. As a result, such joint ventures, strategic collaborations and
alliances may involve risks such as the possibility that a counterparty in a business arrangement might become bankrupt, be unable to meet its contractual obligations, have
economic or business interests or goals that are inconsistent with our business interests or goals, or take actions that are contrary to our instructions or to applicable laws and
regulations. In addition, we may be unable to take action without the approval of our business partners, or our partners could take binding actions without our consent.
Consequently, actions by a partner or other third party could expose us to claims for damages, financial penalties, and reputational harm, any of which could have an adverse effect
on our business, financial condition, and results of operations. A failure of our business relationships could have a material adverse effect on our business and results of operations.

Acquisitions and strategic collaborations may never materialize.

We intend to explore a variety of acquisitions and strategic collaborations with our existing Strategic Program service providers or other third parties, and related businesses in
various states. We are likely to face significant competition in seeking appropriate acquisitions or strategic collaborators, and these acquisitions and strategic collaborations can be
complicated and time consuming to negotiate and document. We may not be able to negotiate acquisitions and strategic collaborations on acceptable terms, or at all, and we are
unable to predict when, if ever, we will enter into any such acquisitions or strategic collaborations due to the numerous risks and uncertainties associated with them.

Risks Related to Ownership of 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, most of which are outside of our control.

The stock market and the market for financial institution stocks has 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
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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.
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Our executive management and board of directors have significant control over our business.

As of December 31, 2022 December 31, 2023, our directors and executive officers beneficially owned an aggregate of 2,758,2422,993,075 shares, or
approximately 21.5%22.8% of our issued and outstanding common stock. Consequently, our executive management and board of directors may be able to
significantly affect the outcome of the election of directors and the potential outcome of other matters submitted to a vote of our shareholders, such as mergers,
the sale of substantially all our assets and other extraordinary corporate matters. The interests of these insiders could conflict with the interests of our other
shareholders, including you.

We are an emerging growth company and smaller reporting company, and the reduced regulatory and reporting requirements applicable to emerging
growth companies and smaller reporting companies may make our common stock less attractive to investors.

We are an emerging growth company, as defined in the JOBS Act. For as long as we continue to be an emerging growth company we may take advantage of reduced regulatory
and reporting requirements that are otherwise generally applicable to public companies. These include, without limitation, not being required to comply with the auditor attestation
requirements of Section 404(b) of the Sarbanes-Oxley Act, reduced financial reporting requirements, reduced disclosure obligations regarding executive compensation and
exemptions from the requirements of holding non-binding shareholder advisory votes on executive compensation or golden parachute payments. The JOBS Act also permits an
emerging growth company such as us to take advantage of an extended transition period to comply with new or revised accounting standards applicable to public companies. We
have elected to, and expect to continue to, take advantage of certain of these and other exemptions until we are no longer an emerging growth company. Further, the JOBS Act
allows us to present only two years of audited financial statements and only two years of related management's discussion and analysis of financial condition and results of
operations.

We may take advantage of some or all of these provisions for up to five years or such earlier time as we cease to qualify as an emerging growth company, which
will occur if we have more than $1.235 billion in total annual gross revenue, if we issue more than $1.0 billion of non-convertible debt in a three-year period, or if
we become a “large accelerated filer,” in which case we would no longer be an emerging growth company as of the following December 31.

Even after we no longer qualify as an emerging growth company, we may still qualify as a “smaller reporting company,” as defined in Rule 12b-2 in the Exchange Act, which would
allow us to take advantage of many of the same exemptions from disclosure requirements, including not being required to provide an auditor attestation of our internal control over
financial reporting and reduced disclosure regarding our executive compensation arrangements in our periodic reports and proxy statements. Investors may find our common stock
less attractive because we intend to rely on certain of these exemptions, which may result in a less active trading market and increased volatility in our stock price.

Provisions in our governing documents and Utah law may have an anti-takeover effect, and there are substantial regulatory limitations on changes
of control of bank holding companies.

Our corporate organizational documents and provisions of federal and state law to which we are subject contain certain provisions that could have an anti-takeover effect and may
delay, make more difficult or prevent an attempted acquisition that you may favor or an attempted replacement of our board of directors or management.
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Our Articles and our Amended and Restated Bylaws (the “Bylaws”) may have an anti-takeover effect and may delay, discourage or prevent an attempted acquisition or change of
control or a replacement of our board of directors or management. Our governing documents and Utah law include provisions that provide for, among other things, a staggered
board, and limitations on the ability of shareholders to call a special meeting of shareholders, which can make minority shareholder representation on our board of directors more
difficult to establish. In addition, Utah corporate statutes contain provisions designed to protect Utah corporations and employees from the adverse effects of hostile corporate
takeovers. These statutory provisions reduce the possibility that a third party could effect a change in control without the support of our incumbent directors and may also strengthen
the position of current management by restricting the ability of shareholders to change the composition of the board of directors, to affect its policies generally and to benefit from
actions that are opposed by the current board.
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Furthermore, banking laws impose notice, approval, and ongoing regulatory requirements on any shareholder or other party that seeks to acquire direct or
indirect “control” of an FDIC-insured depository institution or its holding company. These
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laws include the BHC Act and the Change in Bank Control Act. These laws could delay or prevent an acquisition. Because the Bank is an “insured depository institution” within the
meaning of the Federal Deposit Insurance Act and the Change in Bank Control Act and we are a “financial institution holding company” within the meaning of the Utah Financial
Institutions Act, federal and Utah law and regulations generally prohibit any person or company from acquiring control of the Company or, indirectly, the Bank, without prior written
approval of the FDIC or the commissioner of the UDFI, as applicable. Under the Change in Bank Control Act, control is conclusively presumed if, among other things, a person or
company acquires 25% or more of any class of our voting stock. A rebuttable presumption of control arises if a person or company acquires 10% or more of any class of our voting
stock and is subject to a number of specified “control factors” as set forth in the applicable regulations. Although the Bank is an “insured depository institution” within the meaning of
the Federal Deposit Insurance Act and the Change in Bank Control Act, an investment in the Company is not insured or guaranteed by the FDIC, or any other agency, and is subject
to loss. Under the Utah Financial Institutions Act, control is defined as the power to vote 20% or more of any class of our voting securities by an individual or to vote more than 10%
of any class of our voting securities by a person other than an individual. Investors are responsible for ensuring that they do not, directly or indirectly, acquire shares of our common
stock in excess of the amount which can be acquired without regulatory approval.

Our Articles and Bylaws contain an exclusive forum provision that limits the judicial forums where our shareholders may initiate derivative actions
and certain other legal proceedings against us and our directors and officers.

Our Articles and Bylaws provide that the United States District Court for the District of Utah and any Utah state court sitting in Salt Lake County, Utah will, to the fullest extent
permitted by law, be the sole and exclusive forum for (a) any derivative action or proceeding brought on our behalf, (b) any action asserting a claim of breach of a fiduciary duty
owed by any of our directors, officers or other employees to the Company or the Company's shareholders, (c) any action asserting a claim against us or any of our directors or
officers arising pursuant to the Utah Revised Business Corporation Act, our Atrticles, or our Bylaws, or (d) any other action asserting a claim against us or any of our directors or
officers that is governed by the internal affairs doctrine. The choice of forum provision in our Articles and Bylaws may limit our shareholders’ ability to obtain a favorable judicial
forum for disputes with us. Alternatively, if a court were to find the choice of forum provision contained in our Articles and Bylaws to be inapplicable or unenforceable in an action, we
may incur additional costs associated with resolving such action in other jurisdictions, which could harm our business, operating results, and financial condition.

Our common stock is not an insured deposit and is subject to risk of loss.

Our common stock is not a savings account, deposit account or other obligation of any of the Bank or any of our other subsidiaries and will not be insured or guaranteed by the
FDIC or any other government agency. Investment in our common stock is subject to investment risk, including possible loss.
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Item 1B. Item 1B. UNRESOLVED STAFF COMMENTS

Not applicable.
Item 1C. CYBERSECURITY

The Company is exposed to cybersecurity threats and incidents that can range from uncoordinated individual attempts to gain unauthorized access to information systems to
sophisticated and targeted measures known as advanced persistent threats, directed at the Company or its third party service providers. Our customers, strategic relationships and
regulators expect us to maintain a suitable cybersecurity posture to identify, protect, detect, respond and recover from incidents that may impact the confidentiality, integrity and
availability of sensitive information we possess.We evaluate the risks of data theft (including theft of sensitive, proprietary and other data categories, in addition to personal data),
harm to customer or third party relationships and litigation or regulatory investigation or actions that could materially adversely affect our financial condition, results of operations and
reputation.Cybersecurity risk is assessed and managed primarily through our operations, risk management, and audit teams and is overseen by our Board of Directors.

Item 2. PROPERTIES

The Bank’s Information Security Officer (or ISO), who reports to our Chief Compliance & Risk Officer, is directly responsible for assessing and managing cybersecurity risks
pursuant to the Company’s Information Security Program, which is approved by our Board of Directors periodically.The current ISO has more than 5 years of cybersecurity
experience and holds multiple industry certifications.

Index
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The 1SO provides our Board of Directors with periodic reports regarding the Company’s cybersecurity condition, key activities and recommendations for improvement of the
Information Security Program.The ISO coordinates any incident responses with members of the Company’s executive management, regulators and third parties.The I1SO also

reports any matter relating to cybersecurity incident responses and control deficiencies to our Board of Directors and its Audit Committee, respectively.

The cybersecurity department of the Bank'’s Information Technology (or IT) department is responsible for the day-to-day operations of our cybersecurity controls and defenses.The
department is managed by the Bank’s Director of Information Systems and Security, who reports to the Bank’s Chief Technology Officer.The current Director of Information Systems
and Security has more than 24 years of technology and cybersecurity experience.Our Chief Technology Officer periodically reports information about the Company’s cybersecurity
risks and operational developments to our Board of Directors.

The IT department provides the 1ISO with access to its operations and alerts regarding cybersecurity events.Events that could become cybersecurity incidents are reviewed and
evaluated by the ISO in consultation with the IT department.Documented escalation procedures are tested regularly as part of tabletop exercises and other activities and include
notification to executive management during qualifying cybersecurity incidents.The IT department shares responsibility with the ISO for identifying and prioritizing improvements to
the Company's cybersecurity capabilities and resources.

The Bank’s IT Steering Committee, comprising the ISO and members of the Company’s executive management and IT department, generally meets on a monthly basis to review
developments regarding the Company’s cybersecurity risks, defenses and remediation activities.Minutes of the meetings of the IT Steering Committee are regularly reviewed by our
Board of Directors.

We perform periodic risk assessments of the Company’s information systems based on regulatory guidance issued by the Federal Financial Institutions Examination Council
(FFIEC) and state and federal regulators, including the FDIC and the UDFI.We use multiple real-time and interval-based monitoring and reporting mechanisms to detect and
respond to cybersecurity incidents.We also engage multiple independent third parties or cyber experts to detect and defend against cybersecurity threats and to assess information
security programs and practices including penetration testing. Additionally, we participate in various cybersecurity industry forums and have access to law enforcement analyses
regarding current threats.

The ISO, along with the Bank’s Third-Party Oversight Committee, evaluates cybersecurity risks and information systems of third parties whose information systems support
important Company operations or with whom the Company has significant business relationships at onboarding, on an ongoing basis and upon termination of the business
relationship.Such evaluations may include reviews of reports or performing assessments of a third party’s information systems pursuant to established cybersecurity frameworks
such as International Organization for Standardization (ISO) ISO 27001 or Cybersecurity Framework (CSF) published by the US National Institute of Standards and Technology, as
well as reviews of reports issued by a third party’s auditors developed under the attestation standards issued by the American Institute of Certified Public Accountants (AICPA).
When appropriate, the Company may include additional risk mitigation measures in its onboarding requirements for third parties to address any identified risk factors, such as
minimum required information security performance agreements to enable cybersecurity threats and incidents to be managed within applicable industry or regulatory standards,
disclosure obligations requiring reporting to the Company of the occurrence and mitigation of cybersecurity threats and incidents, and requirements to maintain adequate levels of
cybersecurity insurance coverage.

When a cybersecurity incident occurs, whether detected internally or from a third party, we evaluate the incident for criticality and potential materiality and disclosure. We consider
various factors in assessing the materiality of a cybersecurity incident, including the potential for misappropriation, destruction, corruption or unavailability of critical data and
confidential or proprietary information (our own or that of third parties) and business operation disruption, and may consult with external advisors, experts or legal counsel in
connection with our assessment.We have escalation procedures to notify members of our executive management, Board of Directors and regulators in a timely manner based on
the criticality and materiality of any cybersecurity incident.

Index

While we have experienced, and expect to continue to experience, cybersecurity threats, we did not experience any material cybersecurity incident in the year ended December 31,
2023.We may nevertheless be unsuccessful in the future in preventing or mitigating a cybersecurity incident that could have a material adverse effect on us.For additional
information regarding cybersecurity risks, see “Risk Factors - Risks Related to Cybersecurity and Technology”.

Item 2. PROPERTIES

Our headquarters office is currently located at 756 East Winchester, Suite 100, Murray, UT 84107. The following table summarizes pertinent details of our leased office properties.
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Type

Owned/
Owned/ Lease Lease of
- Leased o R ]
Location Leased Expiration Expiration Office
Corporate
Leased P
Murray, Utah Leased October 31, 2029 Headquarters
Retail Bank
Leased
Sandy, Utah Leased July 31, 2024 Branch

We believe that the leases to which we are subject have terms that are generally consistent with prevailing market terms. None of the leases involve any of our directors, officers or
beneficial owners of more than 5% of our voting securities or any affiliates of the foregoing. We believe that our facilities are in good condition and are adequate to meet our
operating needs for the foreseeable future. We expect to extend our Sandy, Utah branch lease for one year through July 31, 2025.

Item 3.
Item 3. LEGAL PROCEEDINGS

We are not currently subject to any material legal proceedings. We are from time to time subject to claims and litigation arising in the ordinary course of business. These claims and
litigation may include, among other things, allegations of violation of banking and other applicable regulations, competition law, labor laws and consumer protection laws, as well as
claims or litigation relating to intellectual property, securities, breach of contract and tort. We intend to defend ourselves vigorously against any pending or future claims and
litigation.

In the current opinion of management, the likelihood is remote that the impact of such ordinary course proceedings, either individually or in the aggregate, would have a material
adverse effect on our results of operations, financial condition or cash flows. However, one or more unfavorable outcomes in any claim or litigation against us could have a material
adverse effect for the period in which they are resolved. In addition, regardless of their merits or their ultimate outcomes, such matters are costly, divert management'’s attention and
may materially adversely affect our reputation, even if resolved in our favor.

Item 4.
Item 4. MINE SAFETY DISCLOSURES

Not applicable.
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PART Il

Item 5.
Item 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES
Market Information

The Company’s common stock has been publicly traded since November 19, 2021 and is currently traded on the Nasdag Global Market under the Symbol “FINW.”

Holders

There were approximately 141 132 shareholders of record of the Company’s common stock as of December 31, 2022 December 31, 2023. This number does not reflect the number
of persons or entities holding stock in nominee name through banks, brokerage firms or other nominees.

Dividends

Holders of our common stock are only entitled to receive dividends when, as and if declared by our board of directors out of funds legally available for dividends. We have not paid
any cash dividends on our common stock since inception, and we currently have no plans to pay dividends for the foreseeable future.

Because we are a bank holding company and do not engage directly in business activities of a material nature, our ability to pay dividends to our shareholders depends, in large
part, upon our receipt of dividends from the Bank, which is also subject to humerous limitations on the payment of dividends under Utah and federal banking laws, regulations and
policies. See “Item 1. Business-Supervision and Regulation-Regulatory Restrictions on Dividends.”

Our ability to pay dividends to our shareholders in the future will depend on regulatory restrictions, our liquidity and capital requirements, our earnings and
financial condition, the general economic climate, contractual restrictions, our ability to service any equity or debt obligations senior to our common stock and
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other factors deemed relevant by our board of directors.
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Recent Sales of Unregistered Securities and Issuer Repurchases of Common Stock

There were no unregistered sales of the Company’s stock during the fourth quarter of 2022.2023. The Company did not repurchase any of its shares and did not have
any authorized share repurchase programs during the fourth quarter of 2023.

During the three months ended December 31, 2022, we repurchased 100,000 shares of our common stock for $0.9 million (average per share purchase price of
$9.19) pursuant to our common stock repurchase program.

Index

Issuer Purchases of Equity Securities

Maximum Number of

Total Number of Shares that May
Average Price Shares Purchased as Yet Be Purchased

Total Number of Paid Part of Publicly Under the Plans or
Period Shares Purchased Per Share Announced Plans or Programs (1) Programs (1)
October 1, 2022 -
October 31, 2022 — — — 624,241
November 1, 2022 -
November 30, 2022 57,882 $9.34 57,882 566,359
December 1, 2022 -
December 31, 2022 42,118 $8.99 42,118 524,241
Total 100,000 $9.19 100,000 524,241

(1) On August 18, 2022, the Company announced that the Board has authorized, effective August 16, 2022, a common stock repurchase program to purchase up to 644,241
shares of the Company’s common stock in the aggregate. The repurchase program expires on August 31, 2024 but may be limited or terminated at any time without prior
notice. The repurchase program authorizes the repurchase by the Company of its common stock in open market transactions, including pursuant to a trading plan in
accordance with Rule 10b-18 promulgated under the Exchange Act or privately negotiated transactions. The authorization permits management to repurchase shares of the
Company’s common stock from time to time at management’s discretion. Repurchases may also be made pursuant to a trading plan under Rule 10b5-1 under the Exchange
Act, which would permit shares to be repurchased when the Company might otherwise be precluded from doing so because of self-imposed trading blackout periods or
other regulatory restrictions. The actual means and timing of any shares purchased under the program will depend on a variety of factors, including the market price of the
Company’s common stock, general market and economic conditions, and applicable legal and regulatory requirements. The repurchase program does not obligate the
Company to purchase any particular number of shares.
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Securities Authorized for Issuance Under Equity Compensation Plans

The following table provides information as of December 31, 2022 December 31, 2023, with respect to options outstanding and shares available for future awards under the
Company’s active equity incentive plans.
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Number of Securities

Number of Securities
Remaining Available
for
Future Issuance under

to be Weighted-Average Equity
Issued Upon Exercise Exercise Compensation Plans
of Price of Outstanding (excluding
Outstanding Options Options securities reflected in
or Restricted Stock or Restricted Stock the first
Plan Category Awards Awards column)
Equity compensation plans approved by security holders:
FinWise Bancorp 2016 Stock Option Plan 113,923 $ 5.53 2,189
FinWise Bancorp 2019 Stock Option Plan 908,527 7.18 333,853
Equity compensation plans not approved by security holders @) 250,914 5.43 NA
Total 1,273,364 $ 6.69 336,042
Number of Securities to be Number of Securities
Issued Upon Exercise of Weighted-Average Exercise Remaining Available for
Outstanding Options Price of Outstanding Options Future Issuance under Equity
Plan Category or Restricted Stock Awards or Restricted Stock Awards Compensation Plans (excluding securities reflected in the first column)

Equity compensation plans
approved by security holders:

FinWise Bancorp 2016 Stock

Option Plan 132,018 $ 5.23 894
FinWise Bancorp 2019 Stock
Option Plan 498,693 5.20 621,472
Equity compensation plans not
approved by security holders
1) 250,914 5.43 NA
Total 881,625 622,366

(1) Reflects (a) a grant to Kent Landvatter of 40,914 non-qualified stock options, (b) a grant to Javvis Jacobson of 60,000 non-qualified stock options, (c) a grant to James
Noone of 60,000 non-qualified stock options, (d) grants to Howard Reynolds of an aggregate of 18,000 non-qualified stock options, (e) grants to Gerald E. Cunningham of an
aggregate of 18,000 non-qualified stock options, (f) grants to Thomas E. Gibson of an aggregate of 18,000 non-qualified stock options, (g) grants to James N. Giordano of an
aggregate of 18,000 non-qualified stock options, (h) grants to Jeana Hutchings of an aggregate of 9,000 non-qualified stock options and (i) grants to Lisa Ann Nievaard of an

aggregate of 9,000 non-qualified stock options.

(€D)] Reflects (a) a grant to Kent Landvatter of 40,914 non-qualified stock options, (b) a grant to Javvis Jacobson of 60,000 non-qualified stock options, (c) a grant to James
Noone of 60,000 non-qualified stock options, (d) grants to Howard Reynolds of an aggregate of 18,000 non-qualified stock options, (e) grants to Gerald E. Cunningham of an
aggregate of 18,000 non-qualified stock options, (f) grants to Thomas E. Gibson of an aggregate of 18,000 non-qualified stock options, (g) grants to James N. Giordano of
an aggregate of 18,000 non-qualified stock options, (h) grants to Jeana Hutchings of an aggregate of 9,000 non-qualified stock options and (i) grants to Lisa Ann Nievaard of

an aggregate of 9,000 non-qualified stock options.
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Item?7. Item7. MANAGEMENT'’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis of our financial condition and results of operations should be read together with our consolidated financial statements and related notes
thereto and other financial information included elsewhere in this Report.

Overview

The Company is a Utah corporation and the parent company of FinWise Bank and FinWise Investment, LLC. The Company’s assets consist primarily of its investment in the Bank
and all of its material business activities are conducted through the Bank. The Company is a registered bank holding company that is subject to supervision by the UDFI and the
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Federal Reserve. As a Utah state-chartered bank that is not a member of the Federal Reserve System, the Bank is separately subject to regulations and supervision by both the
UDFI and the FDIC. The Bank’s deposits are federally insured up to the maximum legal limits.

Our banking business is our only business line. Our banking business offers a diverse range of commercial and retail banking products and services, and consists primarily of
originating loans in a variety of sectors. Attracting nationwide deposits from the general public, businesses and other financial institutions, and investing those deposits, together with
borrowings and other sources of funds, is also critical to our banking business. While our commercial and residential real estate lending and other products and services offered
from our branch continue to be concentrated in and around the Salt Lake City, Utah MSA, our third-party loan origination relationships have allowed us to expand into new markets
across the United States. These relationships were developed to support our ability to generate significant loan volume across diverse consumer and commercial markets and have
been the primary source of our significant growth and superior profitability. Our track record has demonstrated that these factors help deliver superior growth and profitability and
that the flexibility inherent in our model enhances our ability to manage credit risk. We gather deposits in the Salt Lake City, Utah MSA through our one branch and nationwide from
our Strategic Program service providers, SBA 7(a) borrowers, demand deposits sourced through Lively, Inc., institutional deposit exchanges, and brokered deposit arrangements.

Our financial condition and results of operations depend primarily on our ability to (i) originate loans using our strategic relationships with third-party loan origination platforms to earn
interest and noninterest income, (ii) effectively manage credit and other risks throughout the Bank, (iii) attract and retain low cost, stable deposits, and (iv) efficiently operate in
compliance with applicable regulations.

Our lending focuses on four main lending areas: (i) SBA 7(a) loans, (ii) Strategic Programs, (iii) residential and commercial real estate and (iv) commercial leasing. For a description
and analysis of the Company’s loan categories, see “Financial Condition.”

Critical Accounting Policies and Estimates

The preparation of our consolidated financial statements in accordance with GAAP requires us to make estimates and judgments that affect our reported amounts of assets,
liabilities, revenues and expenses and related disclosures of contingent assets and liabilities. We base our estimates on historical experience and on various other assumptions that
are believed to be reasonable under current circumstances, results of which form the basis for making judgments about the carrying value of certain assets and liabilities that are not
readily available from other sources. We evaluate our estimates on an ongoing basis. Actual results may differ from these estimates under different assumptions or conditions.

Accounting policies, as described in detail in the notes to our consolidated financial statements, included elsewhere in this Report, are an integral part of our financial statements. A
thorough understanding of these accounting policies is essential when reviewing our reported results of operations and our financial position. We believe that the critical accounting
policies and estimates discussed below require us to make difficult, subjective or complex judgments about matters that are inherently uncertain. Changes in these estimates, which
are likely to occur from period to period, or use of different estimates that we could have reasonably used in the current period, would have a material impact on our financial
position, results of operations or liquidity.

The JOBS Act permits us an extended transition period for complying with new or revised accounting standards affecting public companies. We have elected to take advantage of
this extended transition period, which means that the financial statements included in this Report, as well as any financial statements that we file in the future, will not be subject to
all
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new or revised accounting standards generally applicable to public companies for the transition period for so long as we remain an emerging growth company or until we
affirmatively and irrevocably opt out of the extended transition period under the JOBS Act.

The following is a discussion of the critical accounting policies and significant estimates that we believe require us to make the most complex or subjective decisions or
assessments.

Allowance for Credit Losses. On January 1, 2023, the Company adopted ASU 2016-13, Topic 326 which replaced the incurred loss methodology with CECL for financial
instruments measured at amortized cost and other commitments to extend credit. CECL requires the immediate recognition of estimated credit losses expected to occur over the
estimated remaining life of the asset. The forward-looking concept of CECL requires loss estimates to consider historical experience, current conditions and reasonable and
supportable economic forecasts of future events and circumstances.

The ACL on loans held for investment is the combination of the allowance for credit losses and the reserve for unfunded loan commitments. The allowance for credit losses is
reported as a reduction of the amortized cost basis of loans, while the reserve for unfunded loan commitments is included within "other liabilities” on the Consolidated Balance
Sheets. The estimate of credit loss incorporates assumptions for both the likelihood and amount of funding over the estimated life of the commitments, including adjustments for
current conditions and reasonable and supportable forecasts. Management periodically reviews and updates its assumptions for estimated funding rates. The amortized cost basis
of loans does not include accrued interest receivable, which is included in "accrued interest receivable" on the Consolidated Balance Sheets. The "Provision for credit losses" on the
Consolidated Statements of Income is a combination of the provision for credit losses and the provision for unfunded loan commitments.

With respect to the Bank's core portfolio which consists of commercial real estate, residential real estate, commercial and industrial, commercial leases and consumer loans, the
Bank pools similar loans that are collectively evaluated and determines an appropriate level of general allowance by portfolio segment using a non-discounted cash flow model
taking into account probability of default, loss in the event of default, and prepayment speed estimates based on industry specific collected data. The model captures losses over the
historical charge-off and prepayment cycle and applies those losses at a loan level over the remaining maturity of the loan. The model then calculates a historical loss rate using the
average losses over the reporting period, which is then applied to each segment utilizing a standard reversion rate. With respect to the Bank's active retained Strategic Program
loan portfolio, the Bank is using a methodology that compares the actual loan performance of a vintage to the worst performing loans within that vintage, known as the high-water
mark. The Bank records the expected credit losses based on the high-water mark loss rate. With respect to the Bank's inactive retained Strategic Program loan portfolio,
performance data at the summary level provided by the Strategic Programs is banded by credit profile and original loan term and compared to actual loan performance on a
quarterly basis. The expected loss rate is supplemented with adjustments for reasonable and supportable forecasts of relevant economic indicators, including but not limited to
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national unemployment rate forecasts. Expected credit losses are estimated over the contractual term of the loans, adjusted for expected prepayments when appropriate. Also
included in the ACL are qualitative factors based on the risks present for each portfolio segment. These qualitative factors include the following that are derived from the Interagency
Policy Statement on Allowance for Credit Losses: changes in lending policies and procedures; changes in international, national, regional, and local economic and business
conditions and developments that affect the collectability of the loan portfolio; changes in the nature and volume of the loan portfolio and in the terms of loans; changes in the
experience, ability, and depth of lending management and staff; changes in the volume and severity of past due loans, nonaccrual loans, and classified or graded loans; changes in
the quality of the Bank's loan review system; changes in the value of underlying collateral for loans that are not collateral-dependent; changes in the level of concentration of credit;
changes in the effect of competition, legal, and regulatory requirements on the level of estimated credit losses; and, if applicable, changes in the composition and volume of the loan
portfolio due to mergers, acquisitions, and other significant transactions not considered elsewhere. The Bank also considers as an additional qualitative factor any lingering "ripple"
effects of the Covid-19 pandemic, including lasting changes to consumer behavior, lending, and society at large. It is also possible that these factors could include social, political,
economic, and terrorist events or activities. All of these factors are susceptible to change, which may be significant.

When management identifies loans that do not share common risk characteristics (i.e., are not similar to other loans within a pool) they are evaluated on an individual basis. These
loans are not included in the collective evaluation. For loans identified as having a likelihood of foreclosure or that the borrower is experiencing financial difficulty, a collateral
dependent approach is used. These are loans for which the repayment is expected to be provided substantially through the operation or sale of the collateral. Under CECL, for
collateral dependent loans, the Company has adopted the practical expedient method to measure the allowance for credit losses based on the fair value of collateral. The allowance
for credit losses is calculated on an individual loan basis based on the shortfall between the fair value of the loan's collateral, which is
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adjusted for liquidation costs/discounts, and amortized cost. If the fair value of the collateral exceeds the amortized cost, no allowance is required.

The CECL methodology requires a significant amount of management judgment in determining the appropriate allowance for credit losses. Several of the steps in the methodology
involve judgment and are subjective in nature including, among other things: segmenting the loan portfolio; determining the amount of loss history to consider; selecting predictive
econometric regression models that use appropriate macroeconomic variables; determining the methodology to forecast prepayments; selecting the most appropriate economic
forecast scenario; determining the length of the reasonable and supportable forecast and reversion periods; estimating expected utilization rates on unfunded loan commitments;
and assessing relevant and appropriate qualitative factors. In addition, the CECL methodology is dependent on economic forecasts, which are inherently imprecise and will change
from period to period. Although the allowance for credit losses is considered appropriate, there can be no assurance that it will be sufficient to absorb future losses.

In determining an appropriate amount for the allowance, the Bank segments and aggregates the loan portfolio based on common characteristics. The following segments have been
identified:

Commercial Real Estate. These loans are generally secured by owner-occupied nonfarm, nonresidential properties, or by other nonfarm, nonresidential properties. Owner-occupied
commercial real estate loans are typically repaid first by the cash flows generated by the underlying business. Factors that may influence a business' cash flows include, but are not
limited to, demand for its products or services, quality and depth of management, degree of competition, regulatory changes, and general economic conditions. Non-owner occupied
commercial real estate loans are generally considered to have a higher degree of credit risk as they may be dependent on the ongoing success and operating viability of a fewer
number of tenants who are occupying the property and who may have a greater degree of exposure to economic conditions.

Commercial and Industrial. These loans are generally secured by business assets such as furniture, fixtures, equipment, accounts receivable, inventory, business vehicles, and
other business personal property. Commercial and industrial loans are typically repaid first by the cash flows generated by the borrower's business operations. The primary risk
characteristics are specific to the underlying business and its ability to generate sustainable profitability and resulting positive cash flows. Factors that may influence a business'
profitability include, but are not limited to, demand for its products or services, quality and depth of management, degree of competition, regulatory changes, and general economic
conditions.

Commercial Leases. Equipment financing and leasing typically involve the use of equipment as collateral for the loan. If the borrower defaults on the loan, the Bank may need to
repossess and sell the equipment to recover the outstanding debt. However, the value of the equipment may depreciate over time, or disappear, making it difficult for the Bank to
recover the full amount of the loan. In equipment leasing, the residual value of the equipment is an important consideration. The residual value is the estimated value of the
equipment at the end of the lease term. If the actual value of the equipment is lower than the residual value, the lessor may not be able to recover the full amount of the lease
payments.

Construction and Land Development. Risks common to construction loans are cost overruns, changes in market demand for property, supply chain interruption affecting
construction materials, inadequate long-term financing arrangements and declines in real estate values. Changes in market demand for property could lead to longer marketing
times resulting in higher carrying costs, declining values, and higher interest rates. Risks common to residential lot loans are those similar to other types of real estate construction
loans, as many customers finance the purchase of improved lots in anticipation of constructing a 1 to 4 family residence. Accordingly, common risks are changes in market demand
for property, supply chain interruption affecting construction materials, inadequate long-term financing arrangements and declines in real estate values. Changes in market demand
for property could lead to longer marketing times resulting in higher carrying costs, declining values and higher interest rates.

Consumer. These are loans to individuals for household, family, and other personal expenditures. Consumer loans generally have higher interest rates and shorter terms than
residential loans but tend to have higher credit risk due to the type of collateral securing the loan or in some cases the absence of collateral.

Residential Real Estate. These loans are generally secured by 1 to 4 family residential properties. The primary risk characteristics associated with residential mortgage loans
typically involve: major living or lifestyle changes to the borrower, including unemployment or other loss of income; unexpected significant expenses, such as for major medical
issues or catastrophic events; and divorce or death. In addition, residential mortgage loans that have adjustable rates could expose the borrower to higher debt service requirements
in a rising interest rate environment. Further, real estate values
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could drop significantly and cause the value of the property to fall below the loan amount, creating additional potential loss exposure for the Bank.

Residential Real Estate Multifamily. Risks common to multifamily loans are poor management, high vacancy rates and regulatory changes. The value of multi-family properties can
be impacted by changes in the local real estate market. If property values decline, the Bank may not be able to recover the full amount of the loan if the property needs to be
foreclosed.

Strategic Program Loans. Unsecured consumer loans and secured or unsecured business loans issued by the Company through these programs generally follow and are limited to
specific predetermined underwriting criteria. Strategic Program loans cover a wide range of borrower credit profiles, loan terms and interest rates. Strategic Program loans generally
have higher interest rates and shorter terms similar to consumer loans and tend to have higher credit risk due to the type of collateral securing the loan or in most cases the absence
of collateral.

The Company generally places loans on a nonaccrual status when: (1) payment is in default for 90 days or more unless the loan is well secured and in the process of collection; or
(2) full repayment of principal and interest is not foreseen. When a loan is placed on nonaccrual status, all accrued and uncollected interest on that loan is reversed. Past-due
interest received on nonaccrual loans is not recognized in interest income but is applied as a reduction of the outstanding principal of the loan consistent with the accounting for
impaired loans. A loan is relieved of its nonaccrual status when all principal and interest payments are brought current, the loan is well secured, and an analysis of the borrower’s
financial condition provides reasonable assurance that the borrower can repay the loan as scheduled.

A loan is considered impaired when, based on current information and events, it is probable that the Company will be unable to collect all amounts due in accordance with the
contractual terms of the loan agreement, including scheduled interest payments. Impaired loans, identified by classified loan grades (also know as risk rating), are removed from the
collectively assessed population and added to the individually assessed population of loans. Within the individually assessed population, the Company determines whether loan
repayment is expected from cash flow or from the liquidation of collateral. For individually assessed cash flow based repayment loans, the Company considers the net of the present
value of estimated future cash flows using the original loan terms, including the original effective interest rate. Loans that experience insignificant payment delays and payment
shortfalls are generally not individually evaluated. The Company considers the significance of payment delays on a case-by-case basis, taking into consideration the circumstances
of the loan and borrower, including the length of delay, the reasons for the delay, the borrower's prior payment record, and the amount of the shortfall in relation to principal and
interest owed. For individually assessed collateral based repayment loans, the Company estimates the net realizable value by evaluating the asset's present fair market value
(supported by current independent appraisals or evaluations) less liquidation expenses associated with the asset's sale or disposal. Common liquidation expenses considered are
commissions paid to brokers or auctioneers, property taxes, force-placed insurance premiums, legal fees, maintenance costs, and other care and preservation of collateral
expenses. Within the strategic program loan portfolio, the Company has Held for Investment ("HFI") strategic programs that it considers active and inactive. Strategic programs are
considered active when the Company is continuing to originate and retain vintages of loans with the strategic program. Strategic programs are considered inactive when the
Company is no longer originating and retaining vintages of loans with the strategic program. For the inactive HFI strategic programs there may still be outstanding loan balances
from previously originated vintages; however, those loan balances decrease month-over-month through a combination of prepayment, charge-off, and regular amortization. For the
active HFI strategic programs, the Company evaluates impairment collectively on a vintage basis employing a high-water vintage methodology. For the inactive HFI strategic
programs, the Company evaluates impairment collectively by calculating blended loss rates comparing the actual loan tapes against portfolio level data provided by the inactive HFI
strategic programs.

Stock-based Compensation. Our historical and outstanding stock-based compensation awards are described in Note 10 in our annual consolidated financial statements included
elsewhere in this Report.

We record stock-based compensation in accordance with ASC 718, Compensation — Stock Compensation (“ASC 718") and recognize stock-based compensation expense in the
period in which an employee or non-employee is required to provide service, which is generally over the vesting period of the individual stock-based payment award. Compensation
expense for awards is recognized over the requisite service period on a straight-line basis and we account for forfeitures as they occur. We classify our awards as equity awards and
these awards are valued as of the grant date based upon the underlying stock price and a number of assumptions, including volatility, performance period, risk-free interest rate and
expected dividends.
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The determination of the grant date fair value using an option pricing model is affected principally by our estimated fair value of our common stock and requires us to make a
number of other assumptions, including the expected term of the award, the expected volatility of the underlying shares, the risk-free interest rate and the expected dividend yield.
The assumptions used in our Black-Scholes option-pricing model represent management's best estimates at the time of measurement. These estimates are complex, involve a
number of variables, uncertainties and assumptions and the application of management’s judgment, as they are inherently subjective. We will continue to use judgment in evaluating
the expected volatility, expected terms and interest rates utilized for our stock-based compensation expense calculations on a prospective basis. If any assumptions change, our
stock-based compensation expense could be materially different in the future. These assumptions are estimated as follows:

* Expected Term. The expected term represents the period that our awards are expected to be outstanding. We calculated the expected term using a permitted simplified method,
which is based on the vesting period and contractual term for each tranche of awards.

*  Expected Volatility. Prior to our initial public offering, the expected volatility was based on the historical share volatility of several comparable publicly traded companies over a
period of time equal to the expected term of the awards, as we did not have any trading history to use the volatility of our own common shares. After the completion of our initial
public offering, it is no longer necessary to utilize the volatility of comparable publicly traded companies as we now have historical trading volatility data on our own common
shares.

* Risk-Free Interest Rate. The risk-free rate is based on the U.S. Treasury yield curve in effect at the time of grant for periods corresponding with the expected life.
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e Expected Dividend Yield. We have not paid dividends on our common shares nor do we expect to pay dividends in the foreseeable future. Therefore, we used an expected
dividend yield of zero.

For the years ended December 31, 2023 and 2022, stock-based compensation expense was $2.0 million and $0.8 million, respectively. As of December 31, 2023, we had $1.4
million of total unrecognized stock-based compensation costs, which we expect to recognize over an estimated weighted-average period of 1.5 years. We expect to continue to
grant options and other stock-based awards in the future, and to the extent that we do, our stock-based compensation expense recognized in future periods will likely increase.

Income Taxes. We account for income taxes under the asset and liability method. Under this method, deferred tax assets and liabilities are determined based on the differences
between the financial statement carrying amounts and tax bases of assets and liabilities using enacted tax rates expected to be in effect for the year in which the differences are
expected to reverse. Valuation allowances are established when necessary to reduce deferred tax assets to the amounts more likely than not to be realized. Realization of the future
tax benefits is dependent on our ability to generate sufficient taxable income within the carryforward period.

We assess all material positions taken in any income tax return, including all significant uncertain positions, in all tax years that are still subject to assessment or challenge by
relevant taxing authorities. Assessing an uncertain tax position begins with the initial determination of the position’s sustainability and is measured at the largest amount of benefit
that is more likely than not of being realized upon ultimate settlement. As of each balance sheet date, unresolved uncertain tax positions must be reassessed, and we will determine
whether (i) the factors underlying the sustainability assertion have changed and (ii) the amount of the recognized tax benefit is still appropriate. The recognition and measurement of
tax benefits requires significant judgment. Judgments concerning the recognition and measurement of a tax benefit might change as new information becomes available. Our
unrecognized tax benefits, if recognized, would not have an impact on our effective tax rate assuming we continue to maintain a full valuation allowance position. We do not expect
our unrecognized tax benefits to change significantly over the next 12 months.

Our policy is to recognize interest and penalties related to the underpayment of income taxes as a component of income tax expense or benefit. During the years ended December
31, 2023 and 2022, the Company recognized $0.3 million and de minimis interest and penalties, respectively.

Executive Summary

Net income for the year ended December 31, 2022, December 31, 2023 decreased $6.5 million $7.7 million to $25.1 million $17.5 million when compared to the prior year ended
December 31, 2022 due primarily to a $11.9 million reduction in gain on sale of loans primarily attributable to the Company's increased retention of the guaranteed portion of SBA
loans the Company originates to increase the interest income the Company receives from such loans, a $6.6 million reduction in strategic program fees resulting primarily from
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a decline in loan origination volumes, and an increase in non-interest expense of $1.4 million. Partially offsetting these declines were a $4.6 million reduction in the provision for loan
losses of $5.5 million asincome taxes, a result of increased charge off rates in our Strategic Programs loan portfolio and an aggregate increase of $9.2 million for all categories of
non-interest expenses as the Company continues to build its operating infrastructure by adding staff in our information technology and security division to support enhancements in
the infrastructure as well as an increase in contractual bonuses paid relating to the expansion of our Strategic Programs in the first half of 2022. Partially offsetting these expense
increases were increases in non-interest income of $5.6 million, mainly due to increases in our Strategic Program fees and gain on the sale of loans, net, as well as an$3.7 million
increase in net interest income, of $2.9 million due primarily to increased interest rates a $1.9 million reduction in the provision for credit losses, and loan volumes.

a $2.3 million increase in other miscellaneous income.

The net interest margin was 11.65% for the year ended December 31, 2023, compared to 14.04% for the year ended December 31, 2022, compared to 15.10% for the prior year. .
The decline in net interest margin was due primarily to a $44.7 million increase $26.6 million decrease in the average balances of interest earning assets along with lower average
yields related to the loans held for sale portfolio.

along with a shift in the Company's deposit portfolio mix from lower costing deposits to higher costing deposits, partially offset by an increase in average yield
and balances in the Company's interest bearing deposits.

Total assets increased by $20.6 million $185.4 million to $400.8 million $586.2 million as of December 31, 2022 December 31, 2023 compared to the prior year. December 31, 2022.
This increase was primarily attributable to increased brokered deposits utilized to fund a $26.1 million $134.3 million increase in net loans receivable, a $14.8 million $23.9 million
increase in cash and cash equivalents, a $5.0 million increase in operating lease assets, and a $6.2 million increase in net premises and equipment partially offset by a $37.2 million
decrease in Strategic Program loans held-for-sale.

held-for-sale, and a $16.4 million increase in the Company's interest-bearing deposits.

Originations of Strategic Program loans held-for-sale increased decreased by $638.9 million $3.0 billion to $7.0 billion $4.3 billion for the year ended December 31, 2023 compared
to the year ended December 31, 2022 compared to the prior year due mainly to the continued maturation of multiple platforms. adverse market and economic conditions affecting
loan purchasers and borrowers.

Results of Operations

Net Income
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The following table sets forth the principal components of net income for the periods indicated.

For the Years Ended

December 31,

(% in thousands) 2022 2021
Interest income $ 52,329 $ 49,243
Interest expense (1,434) (1,265)
Provision for loan losses (13,519) (8,039)
Non-interest income 37,411 31,844
Non-interest expense (38,756 ) (29,511)
Provision for income taxes (10,916 ) (10,689 )
Net income 25,115 31,583
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For the Years Ended
December 31,

($ in thousands) 2023 2022

Interest income $ 64,534 $ 52,329
Interest expense (9,975) (1,434)
Provision for loan losses (11,638) (13,519)
Non-interest income 21,080 37,411
Non-interest expense (40,188) (38,756)
Provision for income taxes (6,353) (10,916)
Net income $ 17,460 $ 25,115

Net income for the year ended December 31, 2022 December 31, 2023 was $25.1 million $17.5 million, a decrease of $6.5 million $7.7 million, or 20.5% 30.5%, from net income of
$31.6 million $25.1 million for the year ended December 31, 2021 December 31, 2022. The decrease was primarily attributable to an $11.9 million, or 87.6%, reduction in the gain on
sale of loans primarily attributable to the Company's increased retention of the guaranteed portion of SBA loans the Company originates to increase the interest income the
Company receives from such loans, lower strategic program fees of $6.6 million, or 29.2%, resulting primarily from a decline in loan origination volume, and an increase of $8.5
million, or 595.5%, in interest expense primarily associated with a shift in our deposit portfolio mix from lower costing deposits to higher costing deposits. Partially offsetting the
decrease in net income were an increase in total interest income of $12.2 million, or 23.3%, a reduction in provision for income taxes of $4.6 million, or 41.8%, a decrease of $1.9
million, or 13.9%, in provision for credit losses, and an increase of $2.3 million, or 871.3%, in other miscellaneous income due primarily to an increase of $5.5 million, or 68.2%, $1.1
million in rental income earned on the provision for loan losses primarily due to increased charge offs in our Strategic Programs loan Company's operating lease portfolio and an
aggregate increase of $9.2 million for all categories on non-interest expenses, or 31.3%, as the Company continues to build on its infrastructure and Strategic Programs. Partially
offsetting these expense increases were increases in non-interest income of $5.6 million, or 17.5%, mainly due to increases in our Strategic Program fees and a $0.6 million gain on
the sale resolution of loans, net, as well as an increase a forbearance agreement in net interest income of $2.9 million, or 6.1%, due primarily to increased interest rates and loan
volumes. the Company's SBA lending program.

Net Interest Income and Net Interest Margin Analysis

Net interest income was the primary contributor to our earnings in 2022 2023 and 2021. We believe our net interest income results were enhanced by using FinView™ to identify
attractive risk-adjusted lending opportunities and assist in the selection of Strategic Program loans that we chose to hold for investment. 2022. Net interest income is affected by
changes in the amount and mix of interest-earning assets and interest-bearing liabilities, referred to as “volume changes.” It is also affected by changes in yields earned on interest-
earning assets and rates paid on interest-bearing deposits and other borrowed funds, referred to as “rate changes.”

Index

For the year ended December 31, 2022 December 31, 2023, our net interest income increased $2.9 million $3.7 million, or 6.1% 7.2%, to $50.9 million, $54.6 million compared to the
year ended December 31, 2021 December 31, 2022. This increase was primarily due to increases in both the yieldyields on all interest earning asset categories and volume of
our was partially offset by decreases in the loans held for investment portfolio held-for-sale volume as well as rate increases increased rates on our interest-bearing deposits. Interest
income grew $3.1 million certificate of deposit portfolio. Average interest earning assets increased by $106.0 million, or 29.2%, to $52.3 million $468.5 million for the year ended
December 31, 2023 compared to the year ended December 31, 2022, while the related yield on average interest earning assets decreased by 66 basis points to 13.78%. The cost
of funds on interest bearing liabilities for the year ended December 31, 2023 increased by 306 basis points to 4.22%, and the average balance in interest bearing liabilities increased
by $113.3 million, or 92.0%, to $236.5 million compared to the prior year period. The increase in cost of funds was primarily attributable due to the growthrate increases in the
average balance of our loans held for investment portfolio of $10.4 million or 5.2%, time deposits as well as a 5.9% increase volume growth in yield, our interest bearing demand
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accounts. Our net interest margin decreased to 14.19% from 13.40%, due primarily to interest rate increases in the indices on which our variable rate loans are priced for the two
periods. Interest income generated by interest-bearing deposits increased $1.1 million to $1.2 million 11.65% for the year ended December 31, 2022 compared to the prior year, due
mainly to the 147 basis points increase in interest yields. Partially offsetting these increases in interest income was a $1.2 million decrease in interest earned on loans held-for-sale
to $21.2 million for the year ended December 31, 2022 compared to the prior year due to a 542 basis points decrease in the average yield which was partially offset by volume
increases in that portfolio.

The net interest margin decreased 106 basis points December 31, 2023 from 15.10% for the year ended December 31, 2021 to 14.04% for the year ended
December 31, 2022. The decrease in net interest margin was primarily attributable to a 14.4% decline in average yield on our loans held for sale, to 32.31% for
the year ended December 31, 2022 compared to 37.73% for the prior year due primarily to decreases in higher yielding loans average balances for the year
ended December 31, 2022. Also contributing to the net interest margin decrease was a 215 basis points increase in the average rate paid on our demand
account balances primarily due to higher interest rates for the new HSA deposits from Lively, Inc., a technology focused Health Savings Account provider.
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Average Balances and Yields. The following table presents average balances for assets and liabilities, the total dollar amounts of interest income from average interest-earning
assets, the total dollar amounts of interest expense on average interest-bearing liabilities, and the resulting average yields and costs. The yields and costs for the periods indicated
are derived by dividing the income or expense by the average balances for assets or liabilities, respectively, for the periods presented. Loan fees are included in interest income on
loans and represent net fees of approximately $1.0 million and

Index

$0.1 million for the year ended December 31, 2023 and 2022, respectively. Average balances have been calculated using daily averages.

Years Ended December 31,

2022 2021
Average Average Average Average

($ in thousands) Balance Interest Yield/Rate Balance Interest Yield/Rate
Interest earning assets:
Interest-bearing deposits with the Federal

Reserve, non
U.S. central banks and other banks $ 74,920 $ 1,180 158% $ 55,960 $ 61 0.11 %
Investment securities 12,491 208 1.67 % 3,298 47 1.43%
Loans held for sale 65,737 21,237 32.31 % 59,524 22,461 37.73 %
Loans held for investment 209,352 29,704 14.19 % 198,992 26,674 13.40 %
Total interest earning assets 362,500 52,329 14.44 % 317,774 49,243 15.50 %
Less: ALL (10,816 ) (7,548)
Non-interest earning assets _ 30,141 _ 17,002
Total assets i 381,825 i 327,228
Interest bearing liabilities: ; -
Demand $ 17,564 $ 531 3.02% $ 6,060 $ 53 0.87 %
Savings 7,310 7 0.10 % 7,897 10 0.13 %
Money market accounts 26,054 116 0.45 % 21,964 75 0.34 %
Certificates of deposit _ 71,661 778 1.09 % _ 72,311 1,000 1.38 %
Total deposits _ 122,589 1,432 1.17 % _ 108,232 1,138 1.05 %
Other borrowings _ 566 2 0.35 % _ 36,363 127 0.35 %
Total interest bearing liabilities _ 123,155 1,434 1.16 % _ 144,595 1,265 0.87 %
Non-interest bearing deposits 114,174 107,481
Non-interest bearing liabilities 15,781 11,392
Shareholders’ equity _ 128,715 _ 63,760
Total liabilities and shareholders’ equity E 381,825 i 327,228
Net interest income and interest rate spread - $ 50,895 13.28 % - $ 47,978 14.63 %
Net interest margin _ 14.04 % _ 15.10 %
Ratio of average interest-earning assets to a .

average interest- bearing liabilities _ 294.34 % _ 219.77 %
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($ in thousands)

Interest earning assets:

Interest-bearing deposits with the Federal

Reserve, non

U.S. central banks and other banks

Investment securities

Loans held for sale

Loans held for investment
Total interest earning assets
Non-interest earning assets
Total assets

Interest bearing liabilities:
Demand

Savings

Money market accounts
Certificates of deposit

Total deposits

Other borrowings

Total interest bearing liabilities
Non-interest bearing deposits
Non-interest bearing liabilities

Shareholders’ equity

Total liabilities and shareholders’ equity

Net interest income and interest rate spread

Net interest margin

Ratio of average interest-earning assets to
average interest- bearing liabilities

Years Ended December 31,

2023 2022
Average Average Average Average
Balance Interest Yield/Rate Balance Interest Yield/Rate
110,866 $ 5,751 5.19 % 74,920 $ 1,180 1.58 %
14,731 338 2.30 % 12,491 208 1.67 %
39,090 15,051 38.50 % 65,737 21,237 32.31%
303,784 43,394 14.28 % 209,352 29,704 14.19 %
468,472 64,534 13.78 % 362,500 52,329 14.44 %
25,269 19,325
493,740 381,825
45454 $ 1,856 4.08 % 17,564 $ 531 3.02 %
8,207 51 0.62 % 7,310 7 0.10 %
13,665 362 2.65 % 26,054 116 0.45 %
168,887 7,705 4.56 % 71,661 778 1.09 %
236,213 9,974 4.22 % 122,589 1,432 1.17 %
251 1 0.35 % 566 2 0.35 %
236,464 9,975 4.22 % 123,155 1,434 1.16 %
93,126 114,174
17,250 15,781
146,901 128,715
493,740 381,825
$ 54,559 9.56 % $ 50,895 13.28 %
11.65 % 14.04 %
198.12 % 294.34 %

Rate/Volume Analysis. The following table sets forth the effects of changing rates and volumes on our net interest income. The rate column shows the effects attributable to changes
in rate. The volume column shows the effects attributable to

Index

changes in volume. For purposes of this table, changes attributable to changes in both rate and volume that cannot be segregated have been allocated proportionally based on the
changes due to rate and the changes due to volume.

Years Ended December 31,

2022

2021

Increase (Decrease) Due to

Increase (Decrease) Due to

2023

Increase (Decrease) Due to
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($in
‘$ in thousands) Rate Volume Total Rate Volume Total thousands) Rate Volume Total Rate Volume Total

nterest income:
Interest-bearing deposits with
the Federal Reserve, non-
U.S. central banks and
other banks

Interest-bearing deposits with
the Federal Reserve, non-
U.S. central banks and
other banks

nterest-bearing deposits
with the Federal

Reserve, non-U.S.

central banks and other

banks $ 1092 $ 27 % 1,119 $ (219) $ 79 % (140)
nvestment securities 9 152 161 6) 19 13
_oans held-for-sale (4,460) 3,236 (1,224) (1,990) 13,891 11,901
—oans held for investment 1,603 1,427 3,030 6,735 1,228 7,963
Total interest income (1,756) 4,842 3,086 4,520 15,217 19,737
nterest expense:

Jemand 270 208 478 15 (24) 9)

Demand

Demand
Savings 2) 1) 3) (13) 7 6)
Vioney market accounts 25 16 41 (113) 84 (29)
Certificates of deposit (213) 9) (222) (992) 591 (401)
Dther borrowings — (125) (125) 2) (44) (46)
Total interest bearing

liabilities 80 89 169 (1,105) 614 (491)
\let interest income $ (1836) $ 4753 $ 2917 $ 5625 $ 14603 $ 20,228

Provision for Loan Credit Losses

On January 1, 2023, the Company adopted ASU 2016-13, Topic 326 which replaced the incurred loss methodology, allowance for loan losses (“ALL"), with CECL for financial
instruments measured at amortized cost and other commitments to extend credit. The provision for loan credit losses is a charge to income to bring our ALL allowance for credit
losses ("ACL") to a level deemed appropriate by management and approved by of our board of directors. We determine the provision for loan credit losses monthly in connection
with our monthly evaluation of the adequacy of our ALL.ACL. For a description of the factors we considered in determining the ALL ACL see “—Principal Factors Affecting Our
Financial Condition— Recently adopted accounting pronouncements - Allowance for Loan Losses” and “—Critical Credit Losses presented in Note 1 - "Summary of Significant
Accounting Policies and Estimates—Allowance for Loan Losses.”

Policies" in Part I, Item 1 of this Report.

Our provision for loan credit losses was $13.5 million $11.6 million and $8.0 million $13.5 million for the years ended December 31, 2022 December 31, 2023 and 2021, 2022,
respectively. The increase decrease of $5.5 million $1.9 million for the year ended December 31, 2022 December 31, 2023 compared to the prior year was primarily due to an
increase in charge offs relatedthe proportion of loan balances that are guaranteed by the SBA in our loans held for investment portfolio. Although the held for investment loan
portfolio balances grew by $135.6 million, the majority of that growth was in loan balances that are guaranteed by the SBA. At December 31, 2023, the Company maintained $131.7
million in loan balances that are guaranteed by the SBA compared to our Strategic Program $49.5 million in loan balances that are guaranteed by the SBA balances as of December
31, 2022. Also contributing to the decrease from the prior year was a reduction in strategic program loans portfolio. held for investment to which higher risk is attributable. In addition,
the provision for the prior year period was calculated under the incurred loss model rather than the current expected credit loss methodology as required under ASU 2016-13 and is
not necessarily comparable to the provisions charged in 2023.

Noninterest Income

The largest portion of our noninterest income is associated with our Strategic Program fees. Other sources of noninterest income include gain on sale of loans, net, SBA loan
servicing fees, change in fair value on investment in BFG and other miscellaneous fees. income.
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The following table presents, for the periods indicated, the major categories of noninterest income:

For the Years
Ended

December 31, Change
For the Years Ended For the Years Ended
December 31, December 31, Chi
($in

‘$ in thousands) 2022 2021 $ % thousands) 2023 2022 $ %
\oninterest

income:

Strategic Program

fees

Strategic Program

fees
Strategic

Program fees $22,467 $17,959 $ 4,508 25.1% $ 15,914 $22,467 $ $(6,553) (29.2) (29.2)
3ain on sale of Gain on sale

loans, net 13,550 9,689 3,861 39.8% of loans, net 1,684 13,550 13,550 (11,866) (11,866) (87.6)
SBA loan SBA loan

servicing fees 1,603 1,156 447 38.7% servicing fees 1,466 1,603 1,603 (137) (137) (8.5)
Change in fair Change in fair

value on value on

investment in investment in

BFG (478) 2,991 (3,469) (116.0%)BFG (600) (478) (478) (122) (122) 25.5
Dther Other

miscellaneous miscellaneous

income 269 49 220 449.0% income 2,616 269 269 2,347 2,347 872.5
Total Total

noninterest noninterest

income $37,411 $31,844 $ 5,567 17.5% income $21,080 $ $37,411 ¢ $(16,331) (43.7) (43

For the year ended December 31, 2022 December 31, 2023, total noninterest income increased $5.6 million decreased $16.3 million, or 17.5% 43.7%, to $37.4 million $21.1 million
compared to the year ended December 31, 2021 December 31, 2022. This increase decrease was primarily due to the increasesan $11.9 million, or 87.6%, reduction in Strategic
Program fees andthe gain on sale of loans net, and was partially offset by a negative change in fair value on investment in BFG. The increase in Strategic Program fees was
primarily due attributable to the Company's increased retention of the guaranteed portion of SBA loans the Company originates to increase the interest income the Company
receives from such loans and lower strategic program fees of $6.6 million, or 29.2%, primarily resulting from a decline in loan origination volume in our Strategic Programs. Strategic
Program fees were also positively impacted by the continued maturation of multiple platforms during the year ended December 31, 2022. The increase in gain on sale of loans, net
was primarily due to an increase in the number of SBA 7(a) loans sold and the establishment of a new Loan Trailing Fee Asset during the year ended December 31, 2022. The
decrease in fair value on investment in BFG for the year ended December 31, 2022, was primarily due to a softening in the values of its peer companies under the Guideline Public
Company valuation method during the same period. volume.

Noninterest Expense

Noninterest expense has increased as we have grown and as we have expanded and modernized our operational infrastructure and implemented continued to implement our plan
to build an efficient, technology-driven integrated fintech banking operation with significant capacity for growth.

The following table presents, for the periods indicated, the major categories of noninterest expense:

For the Years Ended

($ in thousands) December 31, Change
2022 2021 $ %
Noninterest expense:
Salaries and employee benefits $ 24,489 $ 21,744 $ 2,745 12.6 %
Professional services 5,454 1,670 3,784 226.6 %
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QOccupancy and equipment expenses
Impairment of SBA servicing asset
Other operating expenses

Total noninterest expense

(% in thousands)

Noninterest expense:

Salaries and employee benefits $
Professional services

Occupancy and equipment expenses

Impairment of SBA servicing asset

Other operating expenses

Total noninterest expense $

2,204 882 1,322 149.9 %
1,728 800 928 116.0 %
4,881 4,415 466 10.6 %
$ 38,756 29,511 $ 9,245 31.3%
For the Years Ended
December 31, Change
2023 2022 %

25,751 $ 24,489 $ 1,262 52 %
4,961 5,454 (493) (9.00%
3,312 2,204 1,108 50.3 %

(376) 1,728 (2,104) (121.8)%
6,540 4,881 1,659 34.0 %
40,188 $ 38,756 ¢ 1,432 3.7 %

For the year ended December 31, 2022 December 31, 2023, total noninterest expense increased $9.2 million $1.4 million, or 31.3% 3.7%, to $38.8 million $40.2 million compared to
the year ended December 31, 2021 December 31, 2022. For the year ended December 31, 2022, professional services increased $3.8 million to $5.5 million compared to the prior
year This increase was primarily due primarily to increased costs relating to services provided in connection with our Strategic Programs and legal expenses mainly related to our
public filings. Salaries and employee benefits increased $2.7 million to $24.5 million compared to the prior year due primarily to an increase in the other operating expenses primarily
related to data processing costs, an increase in salaries and employee benefits related to a higher number of employees, and increased occupancy and equipment expenses
related to our employees as we continue to increase staffing in connection with our growth plan. The $0.9 million increase to $1.7 million in the impairment of commercial operating
lease activity, and was partially offset by a recovery on the SBA servicing asset compared to during 2023 that did not occur in the prior year was due primarily to a softening of the

secondary market for SBA 7(a) loans. year.
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Financial Condition

The following table summarizes selected components of the Company’s consolidated balance sheets as of December 31, 2023 and 2022.

($ in thousands)

Total assets $
Investment securities held to maturity, at cost

Loans receivable, net

Deposits

Total shareholders' equity

Total equity to total assets

Weighted average shares outstanding, basic()

Weighted average shares outstanding, diluted )

(1) Average shares presented for December 31, 2023 and December 31, 2022 and 2021.

($ in thousands)

Total assets

Investment securities held to maturity, at cost
Loans receivable, net

Deposits

PPP Liquidity Facility

As of
December 31, Change
2023 2022 %
586,221 $ 400,780 $ 185,441 46.3 %
15,388 14,292 1,096 7.7 %
358,560 224,217 134,343 59.9 %
404,833 242,998 161,835 66.6 %
155,056 140,459 14,597 10.4 %
26.5 % 35.0 % (24.3)%
12,488,564 12,729,898 (1.9)%
12,909,648 13,357,022 3.3)%
As of
December 31, Change
2022 2021 $ %

$ 400,780 $ 380,214 $ 20,566 5.4 %

14,292 11,423 2,869 25.1 %

224,217 198,102 26,115 13.2 %

242,998 251,892 (8,894 ) (3.5 %)

314 1,050 (736) (70.1 %)
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Total shareholders' equity 140,459 115,442 25,017 21.7%

Total equity to total assets 349 % 30.4 % 15.0 %
Weighted average shares outstanding, basic 12,740,933 10,169,005 25.3%
Weighted average shares outstanding, diluted 13,218,403 10,818,984 222 %

are for the respective years ended on those dates.

Total assets at December 31, 2022 December 31, 2023 were $400.8 million $586.2 million, an increase of $20.6 million $185.4 million from December 31, 2021 December 31, 2022.
The increase in total assets was due primarily to increases in our loans receivable, net, of $26.1 million $134.3 million, Strategic Program loans held-for-sale of $23.9 million, and
cash and due from banks cash equivalents of $14.8 million, operating lease right-of-use asset of $5.0 million, and growth of $6.2 million $16.4 million. The decline in premises and
equipmentthe total equity to total assets ratio was primarily due to the buildoutasset growth achieved during 2023. The reduction in weighted average basic and diluted shares
outstanding was primarily the result of the corporate office. These increases were partially offset by a decline in Company's share repurchase program that was completed during
the Strategic Programs loans held-for-sale third quarter of $37.2 million. 2023.

Loan Portfolio

We manage our loan portfolio based on factors that include concentrations per loan program and aggregated portfolio, industry selection and geographies. We also monitor the
impact of identified and estimated losses on capital as well as the pricing characteristics of each product. The following provides a general description and the risk characteristics
relevant to each of the business lines. Each loan is assigned a risk grade during the origination and closing process by credit administration personnel based on criteria described
later in this section. We analyze the resulting ratings, as well as other external statistics and factors such as delinquency, to track the migration performance of the portfolio
balances. This ratings analysis is performed at least quarterly.

SBA 7(a) Loans

We originate and service loans partially guaranteed by the SBA under its Section 7(a) loan program. SBA 7(a) loans are made to small businesses and
professionals throughout the USA. As of December 31, 2022 December 31, 2023 and 2021, December 31, 2022, we had total SBA 7(a) loans of $145.2 million $239.9 million
and $142.4 million $145.2 million, respectively, representing 55.8% 64.5% and 53.6% 61.4% of our total loans held for investment, respectively. Loans are sourced primarily through
our referral relationship with BFG. Although BFG actively markets throughout the USA, because of its physical location in the New York area we have developed a lending presence
in the New York and New Jersey geographies. The maximum SBA 7(a) loan amount is $5 million. Underwriting is generally based on commercial credit metrics where the primary
repayment source is borrower cash flow, secondary is personal guarantor cash flow and tertiary is the sale of collateral pledged. These loans may be secured by commercial and
residential mortgages as well as liens on business assets. In addition to typical underwriting metrics, we review the nature of the business, use of proceeds, length of time in
business and management experience to help us target loans that we believe have lower credit risk. The SBA 7(a) program generally provides 50%, 75%, 85% and 90% guarantees
for eligible SBA 7(a) loans. The guaranty is conditional and covers a portion of the risk of payment default by the borrower, but not the risk of improper underwriting, closing or
servicing by the lender. As such, prudent underwriting, closing and servicing processes are essential to effective utilization of the SBA 7(a) program.
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Historically, we have generally sold the SBA-guaranteed portion (typically 75% of the principal balance) of a majority of the loans we originate at a premium in
the secondary market while retaining all servicing rights and the unguaranteed portion; however, beginning in 2020, portion. In light of reduced gain-on-sale
premiums and increasing variable loan rates during 2022 and 2023, we made the decision to drive interest income by retaining retained on our balance sheet a larger
amountgreater

Index

percentage of the guaranteed portion of certain SBA loans that we originated than we have historically, which we believe will benefit the Company through stronger government
guaranteed held for investment loan growth and an increased recurring stream of interest income and partially offset the related decline in gain-on-sale revenue.

Commercial leases

As of December 31, 2023 and December 31, 2022, we had total commercial leases of $38.1 million and $9.3 million, respectively, representing 10.2% and 3.9% of our total loans
held for investment, respectively. Underwriting for smaller ticket credit requests is generally scorecard-based. Underwriting for larger ticket credit requests is generally based on
commercial credit metrics where the primary repayment source is borrower cash flow, secondary is personal guarantor cash flow (when applicable) and tertiary is the sale of
collateral pledged. The nature of the business, use of proceeds, length of time in business, management experience, repayment ability, credit history, ratio calculations and
assessment of collateral adequacy are all considerations. These leases are generally secured by liens on business assets leased or purchased with Company funds. Historically, we
have retained these loans.

leases on our balance sheet for investment; however, the Company may occasionally sell leases to certain purchasers.

Commercial,_non-real estate
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Commercial non-real estate loans consist of loans and leases made to commercial enterprises that are not secured by real estate. As of December 31,
2022, December 31, 2023 and December 31, 2021 December 31, 2022, we had total commercial non-real estate loans of $11.5 million $2.5 million and $3.4 million $2.2 million,
respectively, representing 4.4% 0.7% and 1.3%0.9% of our total loans held for investment, respectively. Any loan, lease, line of credit, or letter of credit (including any unfunded
commitments) and any interest obtained in such loans or leases made by another lender to individuals, sole proprietorships, partnerships, corporations, or other business
enterprises for commercial, industrial, agricultural, or professional purposes, not secured by real estate, but not for personal expenditure purposes are included in this category. For
example, commercial vehicle term loans and commercial working capital term loans. Underwriting is generally based on commercial credit metrics where the primary repayment
source is borrower cash flow, secondary is personal guarantor cash flow (when applicable) and tertiary is the sale of collateral pledged. The nature of the business, use of proceeds,
length of time in business, management experience, repayment ability, credit history, ratio calculations and assessment of collateral adequacy are all considerations. These loans
are generally secured by liens on business assets. Historically, we have retained these loans and leases on our balance sheet for investment.

Residential real estate

Residential real estate loans include construction, lot and land development loans that are for the purpose of acquisition and development of property to be improved through the
construction of residential buildings, and loans secured by other residential real estate. As of December 31, 2022 December 31, 2023 and December 31, 2021 December 31, 2022,
we had total residential real estate loans of $37.8 million $38.1 million and $27.1 million $37.8 million, respectively, representing 14.5% 10.2% and 10.2% 16.0% of our total loans
held for investment, respectively. Construction loans are usually paid off through the conversion to permanent financing from third-party lending institutions. Lot loans may be paid
off as the borrower converts to a construction loan. At the completion of the construction project, if the loan is converted to permanent financing by us or if scheduled loan
amortization begins, it is then reclassified from construction to single-family dwelling. Underwriting of construction and development loans typically includes analysis of not only the
borrower’s financial condition and ability to meet the required debt obligations, but also the general market conditions associated with the area and type of project being funded.
These loans are generally secured by mortgages for residential property located primarily in the Salt Lake City, Utah MSA, and we obtain guarantees from responsible parties.
Historically, we have retained these loans on our balance sheet for investment.

Strategic Program loans

We, through our Strategic Program service providers, issue, on a nationwide basis, unsecured consumer and secured or unsecured business loans to borrowers within certain
approved credit profiles. Although we have generally sold most of these loans, we may determine to hold more of the funded loans and/or receivables based on a number of factors
including the amount of our available capital and risk management considerations. As of December 31, 2022, December 31, 2023 and December 31, 2021 December 31, 2022, we
had total Strategic Program loans held for investment of $47.8 million $19.4 million and $85.9 million $24.3 million, respectively, representing 18.4%5.2% and 32.3% 10.2% of our
total loans. Fluctuations in the balances of the Strategic Program loans we retain on our books are influenced by management’s current assessments regarding risk management as
well as macroeconomic factors. held for investment, respectively. Loans originated through these programs are limited to predetermined Bank underwriting criterion, which has been
approved by our board of directors. The primary form of repayment on these loans is from personal or business cash flow. Business loans may be secured by liens on business
assets, as applicable. We have generally sold most of these loans, but as our capital grows, we may choose to hold more of the funded loans and/or receivables. We reserve the
right to sell any portion of funded loans and/or receivables directly to the Strategic Program service providers or other investors. We generally retain the legal right to service all
these loans, but contract with the Strategic Program service provider or another approved sub-servicer to service these loans on our behalf.
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Commercial real estate

Commercial real estate loans include loans to individuals, sole proprietorships, proprietors, partnerships, corporations, or other business enterprises for commercial, industrial,
agricultural, or professional purposes, secured by real estate, primarily located in the Salt Lake City, Utah MSA, but not for personal expenditure purposes. As of December 31,
2022, December 31, 2023 and December 31, 2021 December 31, 2022, we had total commercial real estate loans of $12.1 million $22.8 million and $2.4 million $12.1 million,
respectively, representing 4.7%6.1% and 0.9%5.2% of our total loans held for investment, respectively. The commercial real estate loans that are owner occupied as of December
31, 2023 and December 31, 2022 represent 91.1% and 72.4% of the commercial real estate loans, respectively. Underwriting is generally based on commercial credit metrics where
the primary repayment source is borrower cash flow, secondary is personal guarantor cash flow (when applicable) and tertiary is the sale of collateral pledged. The nature of the
business, use of proceeds, length of time in business, management experience, repayment ability, credit history, ratio calculations and assessment of collateral adequacy are all
considerations. In addition to real estate, these loans may also be secured by liens on business assets. Historically, we have retained these loans on our balance sheet for
investment.

Consumer

Consumer lending provides financing for personal, family, or household purposes on a nationwide basis. Most of these loans are originated through our POS platform and come
from a variety of sources, including other approved merchant or dealer relationships and lending platforms. As of December 31, 2022, December 31, 2023 and December 31,
2021 December 31, 2022, we had total consumer loans of $5.8 million, $11.4 million and $4.6 million $5.8 million, respectively, representing 2.2% 3.1% and 1.7% 2.5% of our total
loans held for investment, respectively. We use a debt-to-income (“DTI") ratio to determine whether an applicant will be able to service the debt. The DTI ratio compares the
applicant’s anticipated monthly expenses and total monthly obligations to the applicant’'s monthly gross income. Our policy is to limit the DTI ratio to 45% after calculating interest
payments related to the new loan. Loan officers, at their discretion, may make exceptions to this ratio if the loan is within their authorized lending limit. DTI ratios of no more than
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50% may be approved subject to an increase in interest rate. Strong offsetting factors such as higher discretionary income or large down payments are used to justify exceptions to
these guidelines. All exceptions are documented and reported. While the loans are generally for the purchase of goods which may afford us a purchase money security interest,
they are underwritten as if they were unsecured. On larger loans, we may file a Uniform Commercial Code financing form. Historically, we have retained these loans on our balance
sheet for investment.

Loan Portfolio Program Summary

Through our diversification efforts and FinView™, we have built a portfolio that we believe positions us to withstand economic shifts. For example, we focus on
industries and loan types that have historically lower loss rates such as professional, scientific and technical services (including law firms), non-store retailers (e-
commerce), and ambulatory healthcare services.
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The following table summarizes our loan portfolio by loan program as of the dates indicated:

As of December 31,

2023 2022

% of % of

total total

Amount loans Amount loans
SBA@) $ 239,922 645% $ 145,172 61.4 %
Commercial leases 38,110 10.2 % 9,252 3.9%
Commercial, non real estate 2,457 0.7 % 2,232 0.9 %
Residential real estate 38,123 10.2% 37,815 16.0 %
Strategic Program loans 19,408 5.2 % 24,259 10.2 %

Commercial real estate

Owner occupied 20,798 5.6 % 8,733 3.7%
Non-owner occupied 2,025 0.5% 3,330 1.4 %
Consumer 11,372 3.1% 5,808 25%
Total $ 372,215 100.0% $ 236,601 100.0 %

(1) SBA loans as of December 31, 2023 and December 31, 2022 include $131.7 million and $49.5 million, respectively, of SBA 7(a) loan balances that are guaranteed by the SBA.

As of December 31,

2022 2021
% of total % of total
Amount loans Amount loans
SBA $ 145,172 558% $ 142,392 53.6 %
Commercial, non real estate 11,484 4.4 % 3,428 1.3%
Residential real estate 37,815 14.5 % 27,108 10.2 %
Strategic Program loans 47,848 18.4 % 85,850 323 %
Commercial real estate 12,063 4.7 % 2,436 0.9 %
Consumer 5,808 22% 4,574 1.7%
Total $ 260,190 1000% $ 265,788 100.0 %

Index
Loan Maturity and Sensitivity to Changes in Interest Rates
As of December 31, 2022 December 31, 2023, $131.4 million, $196.0 million, or 55.5% 52.7%, of the total held for investment loan balance matures in less than

five years. Loans maturing in greater than five years totaled $105.2 million $176.2 million as of December 31, 2022 December 31, 2023. The variable rate portion
of our total held for investment loan portfolio at December 31, 2022 December 31, 2023 was $184.3 million, $281.7 million, or 77.9% 75.7%.

The variable rate portion of the total held for investment loans reflects our strategy of minimizing interest rate risk through the use of variable rate products.
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The following tables detail maturities and sensitivity to interest rate changes for our loan portfolio at December 31, 2022 December 31, 2023:

As of December 31, 2023

($ in thousands)

Fixed rate loans:

SBA

Commercial leases

Commercial, non-real estate

Residential real estate

Strategic Program loans

Commercial real estate
Owner occupied
Non-owner occupied

Consumer

Variable rate loans:

SBA

Commercial leases

Commercial, non-real estate

Residential real estate

Strategic Program loans

Commercial real estate
Owner occupied
Non-owner occupied

Consumer

Total

At December 31, 2022

($ in thousands)

Fixed rate loans:

SBA

Commercial, non-real estate
Residential real estate
Strategic Program loans
Commercial real estate

Consumer

Variable rate loans:

SBA

Commercial, non-real estate
Residential real estate
Strategic Program loans
Commercial real estate
Consumer

Total

Remaining Contractual Maturity Held for Investment

After
One After Five
Year and Years and
Through Through
One Year Average Five Average Fifteen Average
or Less Yield/Rate Years Yield/Rate Years Yield/Rate
493 439% $ 796 923% $ 1,606 10.45 %
10,073 6.83 % 27,413 7.16 % 624 7.56 %
703 5.68 % 1,621 5.82 % 123 3.76 %
6,230 7.07 % 4,653 7.65 % 60 429 %
14,305 125.05 % 5,103 82.20 % — — %
1,976 7.04 % 1,725 7.85 % — — %
101 4.60 % 108 3.51 % 244 3.48 %
3,051 6.40 % 7,668 5.79 % 653 9.17 %
15,720 10.87 % 62,367 10.87 % 100,880 10.70 %
— — % — — % — — %
— — % — — % — —%
23,718 9.02 % 1,941 5.85 % 1,521 4.55 %
— — % — — % — — %
943 8.91 % 3,766 8.91 % 7,384 9 %
1,541 10.50 % — — % — — %
— — % — — % — — %
78,854 29.82% $ 117,161 1237 % $ 113,095 10.48 %
Remaining Contractual Maturity Held for Investment
After
One After Five
Year and Years and
Through Through
One Year Average Five Average Fifteen Average
or Less Yield/Rate Years Yield/Rate Years Yield/Rate
272 100% $ 354 100% $ = — %
2,683 4.97 % 8,395 4.96 % 394 4.79 %
3,924 5.40 % 3,590 5.50 % 61 4.27 %
16,589 113.89 % 7,669 51.27 % 1 24.56 %
1,689 5.39 % 1,102 5.80 % 29 3.87 %
1,838 7.57 % 3,597 7.80 % 62 10.31 %
9,335 8.53 % 36,741 8.53 % 61,545 8.38 %
— — % — — % — — %
29,242 8.08 % 550 9.28 % 445 9.23 %
= — % = —% = —%
957 8.72 % 2,525 8.32 % 3,909 8.27 %
82 4.56 % 229 1.38% — — %
66,611 3410% $ 64,752 1281% $ 66,446 8.36 %
62/163
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Remaining Contractual Maturity Held for
At December 31, 2022 Investment
As of
December Remaining Contractual Maturity Held for
As of December 31, 2023 31, 2023 Investment
After After
Fifteen Average Average ($in Fifteen Average Average
‘$ in thousands) Years Yield/Rate Total Yield/Rate thousands) Years Yield/Rate Total Yield/Rate
Fixed rate loans:
SBA $ = —% $ 626 1.00%
SBA
SBA $ 1,143 10.41 % $ 4,038 9.46 %
Commercial leases Commercial
leases — — % 38,110 7.08 %
Commercial,
Commercial, non-real non-real
estate 12 3.78% 11,484 4.96 % estate 10 3.77 3.77 % 2,457 5.67 5.67 %
Residential
Residential real estate 3 4.43% 7,578 5.44 % real estate — — — % 10,943  7.30 7.30 %
Strategic
Program
Strategic Program loans — —% 24,259 94.10% loans — — — % 19,408 113.78 113.78 %
Zommercial real estate 8 3.50% 2,828 5.53%
Owner occupied
Owner occupied
Owner occupied — — % 3,701 7.42 %
Non-owner occupied Non-owner
occupied 31 4 % 484 3.73 %
Zonsumer — —% 5,497 7.75% Consumer — — — % 11,372 6.15 6.15 %
Variable rate loans:
Variable rate loans:
Variable rate loans:
SBA 36,925 8.20% 144,546 8.38%
SBA
SBA 56,917 10.45 % 235,884 10.70 %
Commercial leases Commercial
leases — — % — — %
Commercial,
Zommercial, non-real non-real
estate — —% — — 0% estate — — — % — — — %
Residential
Residential real estate — —% 30,237 8.12 % real estate — — — % 27,180 8.54 8.54 %
Strategic
Program
Strategic Program loans — —% — — % loans = — —% — — — %
Commercial real estate 1,844 8.15% 9,235 8.31%
Owner occupied
Owner occupied
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Owner occupied 5,004 10 % 17,097 9.52 %

Non-owner occupied Non-owner
occupied — — % 1,541 10.50 %
Consumer = —% 311 2.22% Consumer — — — % — — —%
Total $ 38,792 8.20% $ 236,601 16.80 % Total $63,105 10.43 1043 % $ 372,215 15.16 15.16 %

Nonperforming Assets

Loans are considered past due if the required principal and interest payments have not been received as of the date such payments were contractually due. Loans are placed on
nonaccrual status when, in management's opinion, the borrower may be unable to meet payment obligations as they become due, as well as when required by regulatory
provisions. Loans may be placed on nonaccrual status regardless of whether such loans are actually past due. In general, we place loans on nonaccrual status when they become
90 days past due. We also generally place loans on nonaccrual status if they are less than 90 days past due if the collection of principal or interest is in doubt. When interest accrual
is discontinued, all unpaid accrued interest is reversed from income. Interest income is subsequently recognized only to the extent recoveries received (either from payments
received from the customer, derived from the disposition of collateral or from legal action, such as judgment enforcement) exceed liquidation expenses incurred and outstanding
principal.

A non-accrual asset may be restored to accrual status when (1) none of its principal and interest is due and unpaid, and we expect repayment of the remaining
contractual principal and interest, or (2) when asset otherwise becomes well secured and is not in the process of collection.

Any loan which we deem to be uncollectible, in whole or in part, is charged off to the extent of the anticipated loss. In general, loans that are past due for 90 days or more are
charged off unless the loan is both well secured and in the process of collection. We believe our disciplined lending approach and focused management of nonperforming assets
has resulted in sound asset quality and timely resolution of problem assets. We have several procedures in place to assist us in maintaining the overall quality of our loan portfolio.
We have established underwriting guidelines to be followed by our loan officers, and we also monitor our delinquency levels for any negative or adverse trends. There can be no
assurance, however, that our loan portfolio will not become subject to increasing pressures from deteriorating borrower credit due to general economic conditions.

Index

The Company had a total of $27.1 million in nonperforming assets and $0.5 million in material loan modifications at December 31, 2023. The amount of nonperforming assets and
material loan modifications as of December 31, 2023 include $15.0 million and $0.3 million,respectively,of SBA 7(a) loan balances that are guaranteed by the SBA. The Company
had no nonperforming assets and $0.1 million $0.4 million in troubled debt restructurings at December 31, 2022. Total The amount of troubled debt restructurings as of December
31, 2022 include $0.3 million of SBA 7(a) loan balances that are guaranteed by the SBA. The increase in nonperforming assets from the prior period was primarily attributable to
several loans in the SBA 7(a) loan portfolio moving to nonperforming status due mainly to the negative impact of elevated interest rates on the Bank's small business borrowers.

The following table provides information with respect to our nonperforming assets at December 31, 2021 comprised $0.7 million in nonaccrual loans and $0.1 million of troubled debt
restructurings. the dates indicated:

December 31, 2023
Loans Past Due and Still Accruing

30-89

Days Non-

Past 90 Days Accrual Loans Non-Accrual
(% in thousands) Due and Greater Total with no ACL(1) Loans with ACL Current Loans Total Loans
Construction and land development $ 1,648 $ 297 $ 1,945 $ — $ — $ 26,385 $ 28,330
Residential real estate 23 — 23 1,585 — 49,820 51,428
Residential real estate multifamily — — — — — 647 647
Commercial real estate: —
Owner occupied — — — 21,643 640 164,267 186,550
Non-owner occupied — — — 2,362 — 12,992 15,354
Commercial and industrial — — — 282 — 21,117 21,399
Consumer 81 47 128 — — 10,860 10,989
Commercial leases — — — — — 38,110 38,110
Retained Strategic Program loans 1,953 96 2,049 — — 17,359 19,408

Total $ 3,705 $ 440 $ 4,145 $ 25872 $ 640 $ 341,558 $ 372,215

(1) Included in the nonaccrual loan balances are $15.0 million of SBA 7(a) loan balances guaranteed by the SBA.
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Credit Risk Profile

We believe that we underwrite loans carefully and thoroughly, limiting our lending activities to those products and services where we have the resources and expertise to lend
profitably without undue credit risk. We require all loans to conform to policy (or otherwise be identified as exceptions to policy and monitored and reported on, at minimum,
quarterly) and be granted on a sound and collectable basis. Loans are made with a primary emphasis on loan profitability, credit risk and concentration exposures.

We are proactive in our approach to identifying and resolving problem loans and are focused on working with the borrowers and guarantors of problem loans to provide loan
modifications when warranted. When considering how to best diversify our loan portfolio, we consider several factors including our aggregate and product-line specific concentration
risks, our business line expertise, and the ability of our infrastructure to appropriately support the product. While certain product lines generate higher net charge-offs, our exposure
is carefully monitored and mitigated by our concentration policies and reserved for by the loan loss allowance we maintain. Specifically, retention of certain Strategic Program loans
with higher default rates accounts for a disproportionate amount of our charge-offs. In addition to our oversight of the credit policies and processes associated with these programs,
we limit within our concentration policies the aggregate exposure of these loans as a percentage of the total loan portfolio, carefully monitor certain vintage loss-indicative factors
such as first payment default and marketing channels, and appropriately provision for these balances so that the cumulative charge-off rates remain consistent with management
expectations. While the level of nonperforming assets fluctuates in

Index

response to changing economic and market conditions, the relative size and composition of the loan portfolio, and our management's degree of success in resolving problem
assets, we believe our proactive stance to early identification and intervention is the key to successfully managing our loan portfolio.

Accurate and timely loan risk grading is considered a critical component of an effective credit risk management system. Loan grades take into consideration the borrower’s financial
condition, industry trends, and the economic environment. Loan risk grades are changed as necessary to reflect the risk inherent in the loan. Among other things, we use loan risk
grading information for loan pricing, risk and collection management and determining monthly loan loss reserve adequacy. Further, on a quarterly basis, the Loan Committee holds a
Loan Risk Grade meeting, wherein all loans in our portfolio are reviewed for accurate risk grading. Any changes are made after the Loan Risk Grade meeting to provide for accurate
reporting. Reporting is achieved in Loan Committee minutes, which minutes are reviewed by the Board. We supplement credit department supervision of the loan underwriting,
approval, closing, servicing and risk grading process with periodic loan reviews by risk department personnel specific to the testing of controls.

We use a grading system to rank the quality of each loan. The grade is periodically evaluated and adjusted as performance dictates. Loan grades 1 through 4
are passing grades, grade 5 is special mention. Collectively, grades 6 (substandard), 7 (doubtful) and 8 (loss) represent classified loans within the portfolio. The
following guidelines govern the assignment of these risk grades. We do not currently grade Strategic Program loans held for investment due to their small
balances and homogenous nature. As credit quality for Strategic Program loans have been highly correlated with delinquency levels, the Strategic Program
loans are evaluated collectively for impairment.

Grade 1: Pass - Loans fully secured by deposit accounts. Loans where the borrower has strong sources of repayment, generally 5 years or more of consistent employment (or
related field) and income history. Debt of the borrower is modest relative to the borrower’s financial strength and ability to pay with a DTI ratio of less than 25%. Cash flow is very
strong as evidenced by significant discretionary income amounts. Borrower will consistently maintain 30% of the outstanding debts in deposit accounts with us, often with the right of
offset, holds, etc. Loan to value ratios (LTV) will be 60% or less. Loans in this category require very minimal monitoring.

Grade 2: Pass - The borrower has good sources of repayment, generally 3 years or more of consistent employment (or related field) and income history. The
debt of the borrower is reasonable relative to the borrower’s financial strength with a DTI ratio of less than 35%. Cash flow is strong as evidenced by exceptional
discretionary income amounts. Borrowers will consistently maintain 20% of the outstanding debts in deposit accounts with us. LTV ratios will be 70% or less.
These loans require minimal monitoring.
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Grade 3: Pass - There is a comfortable primary source of repayment, generally 2 years or more of consistent employment (or related field) and income history. Borrowers may
exhibit a mix of strengths and weaknesses. For example, they have either adequate cash flow with higher than desired leverage, or marginal cash flow with strong collateral and
liquidity. Borrowers will have DTIs less than 45%. Borrowers will generally maintain deposit accounts with us, but the consistency and amount of the deposits are not as strong as
Grades 1 and 2. LTV ratios will be within our guidelines. These loans will be monitored on a quarterly basis.

Grade 4: Pass Watch — There is adequate primary source of repayment, generally employment time or time in a related field is less than 2 years. Borrowers’
debt to income ratios may fall outside of our guidelines or there is minimal excess cash flow. There may be heavy reliance on collateral, or the loan is large,
relative to the financial strength of the borrower. The loans may be maintenance intensive requiring closer monitoring.
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Grade 5: Special Mention — A loan in this category has a specific weakness or problem but does not currently present a significant risk of loss or default as to
any material terms of the loan or financing agreement. A typical problem could include a documentation deficiency. If the deficiency is corrected the account will
be re-graded.

Grade 6: Classified Substandard — A substandard loan has a developing or current weakness or weaknesses that could result in loss or default if deficiencies
are not corrected, or adverse conditions arise.

Grade 7: Classified Doubtful — A doubtful loan has an existing weakness or weaknesses that make collection or liquidation in full, on the basis of currently existing facts and
conditions, highly questionable and improbable.

Grade 8: Classified Loss — A loss loan has an existing weakness or weaknesses that render the loan uncollectible and of such little value that continuing to carry as an asset on our
book is not warranted. This classification does not mean that the loan has absolutely no recovery or salvage value, but rather it is not practical nor desirable to defer writing off this
basically worthless asset, even though partial recovery may be affected in the future.

Index

The following table presents, as of the period presented, the loan balances by loan program as well as risk rating. No loans were classified as 'Loss' grade during the periods
presented.

Revolving
December 31, 2023 2023 2022 2021 Prior Loans Total
(% in thousands)
Construction and land development
Pass $ 12919 $ 10,345 $ 4354 $ 97 $ — $ 27,715
Watch — — — — — —
Special Mention — — — — — —
Substandard — 615 — — — 615
Total 12,919 10,960 4,354 97 — 28,330
Current period gross writeoff — — — — — —
Residential real estate
Pass 2,209 874 1,480 2,947 2,249 9,759
Watch 23,614 12,399 1,661 2,035 — 39,709
Special Mention — — 208 11 — 219
Substandard — 1,585 — 156 — 1,741
Total 25,823 14,858 3,349 5,149 2,249 51,428
Current period gross writeoff — (121) — (104) — (225)
Residential real estate multifamily
Pass 278 263 80 — — 621
Watch — — — 26 — 26
Special Mention — — — — — —
Substandard — — — — — —
Total 278 263 80 26 — 647
Current period gross writeoff — — — — — —
Commercial real estate owner occupied
Pass 12,566 1,234 854 12,207 — 26,861
Watch 62,360 53,832 11,871 7,654 — 135,717
Special Mention — 192 — 1,498 — 1,690
Substandard 16,466 3,712 1,066 1,038 — 22,282
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Total 91,392 58,970 13,791 22,397 — 186,550
Current period gross writeoff (318) (21) 97) (278) — (714)

Commercial real estate non-owner occupied
Pass 2,805 1,294 — 419 — 4,518
Watch 4,382 2,635 1,223 234 — 8,474
Special Mention — — — — — —
Substandard — 2,362 — — — 2,362
Total 7,187 6,291 1,223 653 — 15,354

Current period gross writeoff — — = — — _

Index

Commercial and industrial

Pass 2,090 601 744 821 31 4,287

Watch 10,157 4,600 764 930 — 16,451

Special Mention — — — 8 — 8

Substandard 260 — — 393 — 653
Total 12,507 5,201 1,508 2,152 31 21,399
Current period gross writeoff (87) (114) (122) (149) — 472)
Consumer

Pass 7,792 1,975 637 558 2 10,964

Watch 24 — — 1 — 25

Special Mention = — — — — _

Substandard — — — — — —
Total 7,816 1,975 637 559 2 10,989
Current period gross writeoff 3) (5) (53) ) — (68)

Commercial leases
Pass 31,313 6,559 — 238 — 38,110
Watch — — — — — —
Special Mention — — — — — —

Substandard — — — — — —

Total 31,313 6,559 — 238 — 38,110

Current-period gross writeoffs — — — — — —

Retained Strategic Program loans
Pass — — — — — —
Watch — — — — — —

Special Mention — — — — — —

Substandard — — — — — —
Not Rated 14,506 3,609 1,292 1 — 19,408
Total 14,506 3,609 1,292 1 — 19,408
Current-period gross writeoffs (3,773) (6,154) (1,017) ) — (10,946)
Total portfolio loans receivable, gross 203,741 108,686 26,234 31,272 2,282 372,215
Total current-period gross writeoffs (4,181) (6,415) (1,289) (540) = (12,425)

Allowance for Loan Credit Losses
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We adopted Financial Accounting Standards Board Accounting Standards Update No. 2016-13,
Financial Instruments — Credit Losses (Topic 326), commonly referred to as the “CECL model,” on January 1, 2023.

The ALL, a material estimate which could change significantly in of credit loss incorporates assumptions for both the near-term inlikelihood and amount of funding over the event of
rapidly shifting credit quality, is established through a provision for loan losses charged to earnings to account for losses that are inherent in the loan portfolio and estimated to occur,
and is maintained at a level that we consider adequate to absorb potential losses in the loan portfolio. Loan losses are charged against the ALL when we believe that the
collectability life of the principal loan balance is unlikely. Subsequent recoveries, if any, are credited to the ALL when received.

commitments, including adjustments for current conditions and reasonable and supportable forecasts. Management periodically reviews and updates its
assumptions for estimated funding rates. Our judgment in determining the adequacy of the allowance ACL is inherently subjective as it requires estimates that
are susceptible to significant revision as more information becomes available and as situations and information change.

We evaluate the ALLACL on a monthly basis and take into consideration such factors as changes in the nature and volume of the loan portfolio, overall portfolio
quality, review of specific problem loans and current economic conditions and trends that may affect the borrower’s ability to repay. The quality of the loan
portfolio and the adequacy of the ALLACL is reviewed by regulatory examinations and the Company’s auditors.

Index

Credit losses are charged against the ACL when we believe that the collectability of the principal loan balance is unlikely. Subsequent recoveries, if any, are credited to the ACL
when received. The amortized cost basis of loans does not include accrued interest receivable, which is included in "accrued interest receivable” on the Consolidated Balance
Sheets. The "Provision for credit losses" on the Consolidated Statements of Income is a combination of the provision for credit losses and the provision for unfunded loan
commitments.

The following table shows tables present a summary of changes in the ACL for the periods and dates indicated:

Year Ended

($ in thousands) December 31, 2023
ACL:
Beginning balance 11,985
Impact of ASU 2016-13 adoption() 257
Adjusted beginning balance 12,242
Provision for loan losses 11,525
Charge offs
Construction and land development —
Residential real estate (225)
Residential real estate multifamily —
Commercial real estate (714)
Commercial and industrial (472)
Consumer (68)
Commercial leases =
Strategic Program loans (10,946)
Recoveries
Construction and land development —
Residential real estate 90
Residential real estate multifamily —
Commercial real estate 379
Commercial and industrial 21
Consumer 2
Commercial leases —
Strategic Program loans 1,054
Ending balance 12,888
(1) ASU 2016-13 (CECL) was adopted January 1, 2023.
Index
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($ in thousands)

ACL2):

Beginning balance
Provision for loan losses
Charge offs

SBA

Commercial leases
Commercial, non-real estate
Residential real estate
Strategic Program loans
Commercial real estate
Consumer

Recoveries

SBA

Commercial leases
Commercial, non-real estate
Residential real estate
Strategic Program loans
Commercial real estate

Consumer

Ending balance

(2) ASU 2016-13 (CECL) was adopted January 1, 2023. The 2022 amounts presented are calculated under the prior accounting standard.

Year Ended
December 31, 2022

9,855
13,519

(392)

(11,948)

(66)

66

885

64

11,985

The following tables show the allocation of the ALLACL as of December 31, 2023, and allowance for loan losses ("ALL") as of December 31, 2022, among loan
categories, categories. The ACL related to Strategic Programs constitutes 54.8% of the ratio total ACL while comprising 5.2% of total loans held for investment as of December 31,
2023. The ALL related to Strategic Programs constitutes 55.9% of the total ALL while comprising 10.2% of total loans held for investment as of December 31, 2022.

Index

The percentage of ACL related to Strategic Program loans retained reflects the increased credit risks associated with certain retained Strategic Program loans.

($ in thousands)
Construction and land development
Residential real estate
Residential real estate multifamily
Commercial real estate

Owner occupied

Non-owner occupied
Commercial and industrial
Consumer
Commercial leases

Strategic Program loans

Total
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December 31, 2023

% of
Total
Amount Allowance
316 25%
956 7.4 %
6 — %
3,336 25.9 %
282 22%
361 2.8%
211 1.6 %
355 2.8%
7,065 54.8 %
12,888 100.0 %
December 31, 2022
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($ in thousands)

SBA

Commercial leases
Commercial, non real estate
Residential real estate
Strategic Program loans
Commercial real estate

Consumer

Total

% of

Total

Amount Allowance
$ 4,294 35.8 %
345 29%
56 0.5 %
497 4.2 %
6,701 55.9 %
27 0.2%
65 0.5 %
$ 11,985 100.0 %

The following table reflects the ratios of the ACL to total loans held for investment ("LHFI"), nonaccrual loans to total loans held for investment, and the ACL to nonaccrual loans by

CECL loan category as of December 31, 2023.

ACL to Total Nonaccrual loans ACL to
LHFI to Total LHFI Nonaccrual loans

Construction and land development 1.1 % — % — %
Residential real estate 1.9 % 3.1% 60.3 %
Residential real estate multifamily 1.0 % — % — %
Commercial real estate

Owner occupied 1.8 % 11.6 % 15.4 %

Non-owner occupied 1.8 % 15.4 % 12.0 %
Commercial and industrial 1.7 % 1.3 % 128.2 %
Consumer 1.9 % — % — %
Commercial leases 0.9 % — % — %
Strategic Program loans 36.4 % — % — %
Total 3.5 % 7.0 % 49.8 %

Index

The following table reflects the ratios of the ALL to nonperforming total loans held for investment, nonaccrual loans to total loans held for investment, and the ALL to nonaccrual

loans by loan category as of December 31, 2022.

Nonaccrual
to Total LHFI

ALL to
Nonaccrual loans

— %
— %
— %
— %
— %
— %

— %

— %
— %
— %
— %
— %
— %

— %

ALL to

($ in thousands) Total LHFI

SBA 3.0 %
Commercial leases 43 %
Commercial, non-real estate — %
Residential real estate 1.3%
Strategic Program loans 27.6 %
Commercial real estate 0.2 %
Consumer 11%
Total 5.1 %

— %

— %

The decrease in ACL/ALL to total loans held for investment for the periods presented above was primarily due to growth in the SBA 7(a) loan balances with $131.7 million and

certain other information as $49.5 million of loan balances guaranteed by the dates indicated.

65

Index

As of December 31,

2022

2

021
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(% in thousands)

SBA

Commercial, non-real estate

Residential real estate
Strategic program loans(1)

Commercial real estate

Consumer

Total

ALL to Nonaccrual ALL to ALL to Nonaccrual ALL to
Total to Total Nonaccrual Total to Total Nonaccrual

Loans Loans Loans Loans Loans loans

3.0% — % — % 1.9 % 0.5 % 401.6 %

35% — % — % 3.9% — % — %

1.3% — % — % 1.3% — % — %

14.0 % — % — % 7.6 % — % — %

0.2% — % — % 0.9 % — % — %

1.1% — % — % 1.4 % — % — %

4.6 % — % — % 3.7% 0.3% 1,445.1 %

(1) SBA at December 31, 2023 and 2022, respectively. The increase in nonaccrual loans to loans held for sale balance on Strategic Program investment and the
increase in ACL to nonaccrual loans asratios from December 31, 2022 to December 31, 2023 was primarily related to a small number of December 31, 2022

and 2021 large SBA loans that were $23.6 million and $60.7 million.

moved to nonaccrual status during 2023.

The following table reflects the ratio of net charge-offs to average loans outstanding by loan category, as of the dates indicated.

Years Ended December 31,

2022

2021

December 31, 2023

For the Years Ended

Net NCO to Net NCO to
‘$in Charge- Average Charge- Average Average ($in
thousands) Offs Loans Offs Loans Loans thousands)
SBA $ 326 02% $ 109 $149,285 0.1% SBA
Commercial Commercial
leases leases
Zommercial, Commercial,
non-real non-real
estate 2) 0.0% (40) 3,945 (1.0 %) estate
Residential Residential
real estate — —% — 23,171 —9% real estate
Strategic
program
loans(1) 11,063 11.9% 4,311 75,171 5.7% 9,892
Zommercial Commercial
real estate — —% — 2,082 —9% real estate
Zonsumer 2 0.0% 3 4,862 0.1% Consumer
Total $11,389 $275,089 419% $ 4,383 $258,516 1.79% Total

Decembe
Net
Charge- NCO to
Offs Average Average
(Recoveries) Loans Loans (
$ 903 $ $ 196,835 0.5 05% ¢
= 22,227 — %
1) 3,247 3,247 — — %
— 31,906 31,906 — — %
21,483 21,483 46.0 46.0 % 1
19 19,716 19,716 0.1 0.1 %
66 8,369 8,369 0.8 0.8 %
$ 10,879 $ $ 303,783 7.2 72%

Il ea |

(1) The Due primarily to the increase in our average loans held for sale balance on Strategic Programinvestment balances, the ratio of net charge-offs to average loans
for outstanding by loan category was lower during the years year ended December 31, 2022 and 2021 were $65.7 million and $59.5 million.

The ALL was $12.0 million at December 31, 2022 December 31, 2023 as compared to $9.9 million at December 31, 2021, an increase of $2.1 million, or
21.6%the year ended December 31, 2022. The increase in the ratio for Strategic Programs loans was primarily due to increased unguaranteed SBA loans and
increased retention of Strategic Program loans with higher loss reserving characteristics.

(% in thousands)
SBA
Commercial, non real estate
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December 31, 2022

% of
Total
Amount Allowance
$ 4,294 35.8 %
401 3.4 %
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Residential real estate 497 4.2 %
Strategic Program loans 6,701 55.9 %
Commercial real estate 27 0.2%
Consumer 65 0.5 %
Total $ 11,985 100.0 %
66
Index
December 31, 2021
% of
Total
(% in thousands) Amount Allowance
SBA $ 2,739 27.8 %
Commercial, non real estate 132 1.3%
Residential real estate 352 3.6 %
Strategic Program loans 6,549 66.5 %
Commercial real estate 21 0.2 %
Consumer 62 0.6 %
Total $ 9,855 100.0 %

a reduction in the average loan balances in the year ended December 31, 2023.

Interest-Bearing Deposits in Other Banks

Our interest-bearing deposits in other banks increased to $116.6 million at December 31, 2023 from $100.2 million at December 31, 2022 from $85.3 million at December 31, 2021,
an increase of $14.8 million $16.4 million, or 17.4% 16.4%. This increase was primarily due to the decrease an increase in our loans held-for-sale balances of $37.2 million. brokered
time deposit balances. Interest-bearing deposits in other banks have generally been the primary repository of the liquidity we use to fund our operations. Aside from minimal
balances held with our correspondent banks, the majority of our interest-bearing deposits in other banks was held directly with the Federal Reserve.

Securities

Index

Securities

We use our securities portfolio to provide a source of liquidity, provide an appropriate return on funds invested, manage interest rate risk, meet collateral requirements and meet
regulatory capital requirements.

We classify investment securities as either held-to-maturity or available-for-sale based on our intentions and the Company’s ability to hold such securities until maturity. In
determining such classifications, securities that we have the positive intent and the ability to hold until maturity are classified as held-to-maturity and carried at amortized cost. All
other securities are designated as available-for-sale and carried at estimated fair value with unrealized gains and losses included in shareholders’ equity on an after-tax basis. For
the year presented, all securities were classified as held-to-maturity.

The following tables summarize table summarizes the contractual maturities, amortized cost, and weighted average yields of investment securities at December 31, 2022, and the
amortized cost of those securities as of the indicated dates.December 31, 2023.

At December 31, 2022
After Ten Years Weighted

After Five to Ten Years Weighted

Total
Amortized Weighted Amortized Weighted Amortized
(% in thousands) Cost Average Yield Cost Average Yield Cost
Mortgage-backed securities $ 3,388 30% $ 10,904 34% $ 14,292
67
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As of December 31, 2023

After Ten Years

After Five to Ten Years Weighted Weighted
Weighted Weighted Total
Amortized Average Amortized Average Amortized
(% in thousands) Cost Yield Cost Yield Cost
Mortgage-backed securities 1,975 27% $ 4,984 18% $ 6,959
Collateralized mortgage obligations 770 3.3% 7,659 3.2% 8,429
Total $ 2,745 28% $ 12,643 27% $ 15,388

The weighted average yield of investment securities is the sum of all interest that the investments generate, divided by the sum of the book value.

There were no calls, sales or maturities of securities during the years ended December 31, 2022, December 31, 2023 and December 31, 2021 December 31,
2022.

At December 31, 2022 December 31, 2023, there were 18 19 securities, consisting of nine collateralized mortgage obligations and 10 mortgage-backed securities, in an unrealized
loss position as of December 31, 2023 and 17 securities, consisting of eight collateralized mortgage obligations and tennine mortgage-backed securities. Seventeen of these
securities, were in an unrealized loss position as of December 31, 2022. At December 31, 2021, there were 13 securities, consisting of five collateralized mortgage obligations and
eight mortgage-backed securities. Nine of these securities were in an unrealized loss position as of December 31, 2021.

Total Liabilities

Total liabilities increased from $260.3 millionat December 31, 2022, saw a decrease from its December 31, 2021, balance December 31, 2022 to $431.2 million at December 31,
2023 primarily due to a decrease an increase in total deposits and was offset by an $7.0 million increase associated with operating lease liabilities.

deposits.

Deposits

Deposits are the major source of funding for the Company. We offer a variety of deposit products including interest and noninterest bearing demand accounts, HSA demand
deposits sourced through Lively, Inc., money market and savings accounts and certificates of deposit, all of which we market at competitive pricing. We generate deposits from our
customers on a relationship basis and through access to national Institutional institutional and brokered deposit sources. We also generate deposits in relation to our Strategic
Programs in the form of reserve accounts as discussed above. These deposits add an element of flexibility in that they tend to increase or decrease in relation to the size of our
Strategic Program loan portfolio. In addition to the reserve account, some Strategic Program loan originators maintain operating deposit accounts with us.

Index

The following tables present the end of period balances as well as the and average balances for the of our deposit portfolio for the periods indicated (average balances have been
calculated using daily averages):

December 31, 2023 December 31, 2022

(% in thousands) Total Percent Total Percent
Period end:
Noninterest-bearing demand deposits $ 95,486 236% $ 78,817 32.5%
Interest-bearing deposits:
Demand 50,058 12.4 % 50,746 20.8 %
Savings 8,633 21% 8,289 3.4%
Money markets 11,661 2.9 % 10,882 4.5 %
Time certificates of deposit 238,995 59.0 % 94,264 38.8%
Total period end deposits $ 404,833 100.0% $ 242,998 100.0 %
For the Years Ended December 31,
2022 2021
($ in thousands) Total Percent Total Percent
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Period end:

Noninterest-bearing demand deposits $ 78,817 325% $ 110,548 43.9 %
Interest-bearing deposits:
Demand 50,746 20.8 % 5,399 21 %
Savings 8,289 3.4% 6,685 2.7 %
Money markets 10,882 4.5 % 31,076 12.3 %
Time certificates of deposit 94,264 38.8 % 98,184 39.0 %
Total period end deposits $ 242,998 1000% $ 251,892 100.0 %
68
Index
Years Ended
December 31, 2022 December 31, 2021
For the Years Ended
December 31, 2023 December 31, 20:
Weighted Weighted Weighted
($in average Percent average Percent ($in Average Percent
thousands) Total rate paid of total Total rate paid of total thousands) Total rate paid of total Total
Average:
Noninterest-
bearing
demand
deposits $114,174 0.00% 48.2% $107,481 0.00% 49.8%
Noninterest-
bearing
demand
deposits
Noninterest-
bearing
demand
deposits $ 93,126 —% 28.3% $ 114,17:
Interest-
bearing
deposits:
Demand
Demand
Demand 17,564 3.02% 7.4% 6,060 0.87% 2.8% 45,454 4.08 4.08 % 13.8 % 17,564
Savings 7,310 0.10% 3.1% 7,897 0.13% 3.7 % Savings 8,207 0.62 0.62 % 25%
Money Money
market 26,054 0.45% 11.0% 21,965 0.34% 10.2% market 13,665 2.65 2.65 % 41%
Time Time
certificates certificates
of deposit 71,661 1.09% 30.3% 72,311 1.38% 33.5% of deposit 168,887 4.56 4.56 % 51.3%
Total ]
Total average average
deposits $ 236,763 0.60% 100.0% $215,713 0.53% 100.0% deposits ~ $329,339 3.03 3.03% 100.0 % $

Our deposits decreased by $8.9 millionincreased to $404.8 million as of December 31, 2023 from $243.0 million atas of December 31, 2022, from $251.9 million at December 31,
2021 an increase of $161.8 million, or 3.5% 66.6%. This decreaseincrease was primarily due to decreasesan increase in ourbrokered time deposits and noninterest-bearing
demand deposits and money markets account balances.

utilized in the funding of our lending programs.

As an FDIC-insured institution, our deposits are insured up to applicable limits by the DIF of the FDIC. The Dodd-Frank Act raised the limit for federal deposit insurance to $250,000
for most deposit accounts and increased the cash limit of Securities Investor Protection Corporation protection from $100,000 to $250,000. Our total uninsured deposits were $136.9
million and $108.4 million as of December 31, 2023 and $163.7 million for the years ended December 31, 2022, and 2021, respectively. The maturity profile of our uninsured time
deposits, those amounts that exceed the FDIC insurance limit, at December 31, 2022 December 31, 2023 is as follows:
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December 31, 2023

More than
three More than
Three months six months More than
months to six to twelve twelve

($ in thousands) or less months months months Total
Time deposits, uninsured $ 627 $ 184 $ 32 % 1,154 $ 1,997

More than three More than six

Three months to six months to twelve More than twelve

($ in thousands) months or less months months months Total
Time deposits, uninsured $ — % 65 $ 37 $ 1,627 $ 1,729

Index

Liquidity and Capital Resources

Liquidity Management

Liquidity management is the ability to meet current and future financial obligations of a short-term nature. Our primary sources of funds consist of deposit inflows, the sale of loans,
repayment of loans and net profits. While maturities and scheduled amortization of loans and securities are predictable sources of funds, deposit flows, loan prepayments, loan
sales and security sales are greatly influenced by general interest rates, economic conditions, and competition.

On November 23, 2021, we completed our IPO at a price of $10.50 per share. We raised approximately $36.1 million in net proceeds after deducting

underwriting discounts and commissions of approximately $3.0 million and certain estimated offering expenses payable by us of approximately of $3.2 million.
The net proceeds less $0.5 million in other related expenses, including legal fees totaled $35.6 million.

69
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Our primary source of funds to originate new loans is derived from deposits. Deposits are comprised of core and noncore deposits. We use brokered deposits and a rate listing
service to advertise rates to banks, credit unions, and other institutional entities. We designate deposits obtained from this source as Institutional Deposits. To attract deposits from
local and nationwide consumer and commercial markets, we historically paid rates at the higher end of the market, which we have been able to pay due to our high margin and
technology-oriented business model. We utilize rate listing services and website advertising to attract deposits from consumer and commercial sources.

We regularly evaluate new, core deposit products. We intend to have various term offerings to match our funding needs. With no current plans to expand our
brick-and-mortar branch network, online and mobile banking offers a means to meet customer needs and better efficiency through technology compared to
traditional branch networks. We believe that the rise of mobile, and online banking, and integrated fintech banking solutions provides us the opportunity to
further leverage the technological competency we have demonstrated in recent years.

We regularly adjust our investment in liquid assets based upon our assessment of (1) expected loan demand, (2) expected deposit flows, (3) yields available on
interest-earning deposits and securities and (4) the objectives of our asset/liability management, funds management and liquidity policies. The objective of the
liquidity policy is to reduce the risk to our earnings and capital arising from the inability to meet obligations in a timely manner. This entails ensuring sufficient
funds are available at a reasonable cost to meet potential demands from both fund providers and borrowers. Liquid assets, defined as cash and due from banks
and interest-bearing interest bearing deposits, were 25.1%20.0% of total assets at December 31, 2022 December 31, 2023.

We primarily utilize short-term and long-term borrowings to supplement deposits to fund our lending and investment activities, each of which is discussed below. At December 31,
2022 December 31, 2023, we had the ability to access $10.6 million $11.4 million from the Federal Reserve Bank’s Discount Window and $0.8 million from the Federal Reserve
Bank's Bank Term Funding Program on a collateralized basis. Through Zions Bank, the Bank had an available unsecured line available of $1.0 million $5.0 million at December 31,
2023. The Bank had an available unsecured line of credit with Bankers’ Bank of the West to borrow up to $1.1 million in overnight funds. We also maintain a $2.6 million $30.5
million line of credit with Federal Home Loan Bank, secured by specific pledged loans. We had no outstanding balances on the such unsecured or secured lines of credit as of
December 31, 2022 December 31, 2023. In long term borrowings, we had $0.6 million $0.2 million outstanding at December 31, 2022 December 31, 2023 related to the PPPLF. The
PPPLF is secured by pledged PPP loans.

Our most liquid assets are cash and cash equivalents. The levels of these assets depend on our operating, financing, lending and investing activities during any given period. At
December 31, 2022 December 31, 2023, liquid assets (defined as cash and due from banks and interest bearing deposits), consisting of cash and due from banks, totaled $100.6
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million of which $0.3 million is above the FDIC insurance limit and uninsured. $117.0 million. We believe that our liquid assets combined with the available lines of credit provide
adequate liquidity to meet our current financial obligations for at least the next 12 months.

Our consolidated financial statements and related notes, which have been prepared in accordance with GAAP, require the measurement of financial position and operating results in
terms of historical dollars, without considering the changes in the relative purchasing power of money over time due to inflation. The impact of inflation is primarily reflected in the
increased cost of operations. Unlike most industrial companies, nearly all of our assets and liabilities are monetary in nature. As a result, interest rates have a greater impact on our
performance than do the effects of general levels of inflation. Interest rates do not necessarily move in the same direction or to the same extent as the price of goods or services.

Capital Resources

Shareholders’ equity increased $25.0 million $14.6 million to $155.1 million at December 31, 2023 compared to $140.5 million at December 31, 2022 compared to $115.4 million at
December 31, 2021. The increase in shareholders’ equity was primarily attributable to net income of $17.5 million recognized for the year ended December 31, 2022 December 31,
2023. Exercised stock options and stock-based compensation increased additional paid-in capital in the aggregate by approximately $2.1 million while the repurchase of common
stock and the adoption of ASC 2016-13 (CECL) reduced additional paid-in capital by approximately $4.7 million and $0.2 million, respectively, for the year ended December 31,
2023.

Index

We use several indicators of capital strength. The most commonly used measure is total equity to total assets, which was 34.9%26.5% and 30.4% at35.0% as of December 31,
2023 and December 31, 2022 and 2021, , respectively.
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Our return on average equity was 19.6%11.9% and 39.2%19.6% for the years ended December 31, 2022 December 31, 2023 and 2021,2022, respectively. Our return on
average assets was 6.4%3.5% and 9.1%6.4% for the years ended December 31, 2022 December 31, 2023 and 2021, 2022, respectively.

We seek to maintain adequate capital to support anticipated asset growth, operating needs and unexpected risks, and to ensure that we are in compliance with all current and
anticipated regulatory capital guidelines. Our primary sources of new capital include retained earnings and proceeds from the sale and issuance of capital stock or other securities.
Expected future use or activities for which capital may be set aside include balance sheet growth and associated relative increases in market or credit exposure, investment activity,
potential product and business expansions, acquisitions and strategic or infrastructure investments.

The Bank is subject to various regulatory capital requirements administered by the federal banking agencies. Failure to meet minimum capital requirements can initiate certain
mandatory and possibly additional discretionary actions by regulators that, if undertaken, could have a material effect on the Company’s financial statements. Under capital
adequacy guidelines and the regulatory framework for prompt corrective action, the Bank must meet specific capital guidelines that involve quantitative measures of its assets,
liabilities, and certain off-balance sheet items as calculated under regulatory accounting practices. The capital amounts and classifications are also subject to qualitative judgments
by the regulators about components, risk weightings, and other factors.

Under the prompt corrective action rules, an institution is deemed “well capitalized” if its Tier 1 leverage ratio, Common Equity Tier 1 ratio, Tier 1 Capital ratio,
and Total Capital ratio meet or exceed 5%, 6.5%, 8%, and 10%, respectively. On September 17, 2019, the federal banking agencies jointly finalized a rule
intending to simplify the regulatory capital requirements described above for qualifying community banking organizations that opt into the Community Bank
Leverage Ratio framework, as required by Section 201 of the Regulatory Relief Act. The Bank has elected to opt into the Community Bank Leverage Ratio
framework starting in 2020. Under these new capital requirements as temporarily amended by Section 4012 of the CARES Act, the Bank must maintain a
leverage ratio greater than 9.0% for 2022 and 8.5% for 2021.

each year beginning in 2022.

As of December 31, 2022 December 31, 2023 and 2021, December 31, 2022, the most recent notification from the FDIC categorized the Bank as well-capitalized under the
regulatory framework for prompt corrective action (there are no conditions or events since that notification we believe have changed the Bank’s category). The following table sets
forth the actual capital amounts and ratios for the Bank and the amount of capital required to be categorized as well-capitalized as of the dates indicated.
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The following table presents the regulatory capital ratios for the Bank as of the dates indicated:

As of
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Well-

Capitalized
Capital Ratios December 31, 2023 December 31, 2022 Requirement
Leverage Ratio (under CBLR) 20.7 % 251 % 9.0 %

December 31,
Well-

Capitalized
Capital Ratios 2022 2021 Requirement
Leverage Ratio (under CBLR) 251 % 17.7 % 9.0 %(1)

(1) The Well-Capitalized Requirement for 2021 was 8.5%.
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Contractual Obligations

We have contractual obligations to make future payments on debt and lease agreements. While our liquidity monitoring and management consider both present and future demands
for and sources of liquidity, the following table of contractual commitments focuses only on future obligations and summarizes our contractual obligations as of December 31,
2022 December 31, 2023.

One to More
Less than Three Three to Than Five
(% in thousands) Total One Year Years Five Years Years
Contractual Obligations
Deposits without stated maturity $ 145,544 $ 145,544 $ — 3 — $ —
Time deposits 238,995 76,322 92,494 69,640 539
Long term borrowingsz) 190 — 190 — —
Operating lease obligations 6,663 1,104 2,204 2,338 1,017
Total $ 391,392 $ 222,970 $ 94,888 $ 71,978 $ 1,556
Less More
than One to Three to Than
One Three Five Five
($ in thousands) Total Year Years Years Years
Contractual Obligations
Deposits without stated maturity $ 129,563 $ 129,563 $ — $ — 3 =
Time deposits 94,264 57,721 26,828 9,715 —
Long term borrowings(1) 314 — 314 — —
Operating lease obligations 7,513 850 2,190 2,270 2,203
Total $ 231,654 $ 188,134 $ 29,332 $ 11,985 $ 2,203

(1)

(1) Balances in this category pertain to the PPPLF and are fully-collateralized with PPP loans
Off-Balance Sheet Items

In the normal course of business, we enter into various transactions, which, in accordance with GAAP, are not included in our consolidated statements of financial condition. We
enter into these transactions to meet the financing needs of our customers. These transactions include commitments to extend credit, which involves, to varying degrees, elements
of credit risk and interest rate risk exceeding the amounts recognized in our consolidated statements of financial condition. Our exposure to credit loss is represented by the
contractual amounts of these commitments. The same credit policies and procedures are used in making these commitments as for on-balance sheet instruments. We are not
aware of any accounting loss to be incurred by funding these commitments; if required, we would maintain an allowance for off-balance sheet credit risk which would be recorded in
other liabilities on the consolidated balance sheets.

Our commitments to extend credit as of the dates indicated are summarized below. Since commitments associated with commitments to extend credit may
expire unused, the amounts shown do not necessarily reflect the actual future cash funding requirements.
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As of December 31,

(% in thousands) 2022 2021

Revolving, open-end lines of credit $ 1,683 $ 1,259
Commercial real estate 17,886 15,402
Other unused commitments 253 377
Total commitments $ 19,822 $ 17,038

As of December 31,

(% in thousands) 2023 2022

Revolving, open-end lines of credit $ 1630 $ 1,683
Commercial real estate 17,421 17,886
Other unused commitments 724 253
Total commitments $ 19,775 $ 19,822

Critical Accounting Policies and Estimates

The preparation of our consolidated financial statements in accordance with GAAP requires us to make estimates and judgments that affect our reported
amounts of assets, liabilities, revenues and expenses and related disclosures of contingent assets and liabilities. We base our estimates on historical experience
and on various other assumptions that are believed to be reasonable under current circumstances, results of which form the basis for making judgments about
the carrying value of certain assets and liabilities that are not readily available from other sources. We evaluate our estimates on an ongoing basis. Actual
results may differ from these estimates under different assumptions or conditions.
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Accounting policies, as described in detail in the notes to our consolidated financial statements, included elsewhere in this Report, are an integral part of our
financial statements. A thorough understanding of these accounting policies is essential when reviewing our reported results of operations and our financial
position. We believe that the critical accounting policies and estimates discussed below require us to make difficult, subjective or complex judgments about
matters that are inherently uncertain. Changes in these estimates, which are likely to occur from period to period, or use of different estimates that we could
have reasonably used in the current period, would have a material impact on our financial position, results of operations or liquidity.

The JOBS Act permits us an extended transition period for complying with new or revised accounting standards affecting public companies. We have elected to
take advantage of this extended transition period, which means that the financial statements included in this Report, as well as any financial statements that we
file in the future, will not be subject to all new or revised accounting standards generally applicable to public companies for the transition period for so long as we
remain an emerging growth company or until we affirmatively and irrevocably opt out of the extended transition period under the JOBS Act.

The following is a discussion of the critical accounting policies and significant estimates that we believe require us to make the most complex or subjective
decisions or assessments.

Allowance for Loan Losses. The ALL is a valuation allowance for probable incurred credit losses. Loans that are deemed to be uncollectible are charged off
and deducted from the ALL. The provision for loan losses and recoveries on loans previously charged off are credited to the ALL. The ALL consists of specific
and general components subject to significant judgment and short-term change. The specific component relates to loans that are individually classified as
impaired when, based on current information and events, it is probable that the Company will be unable to collect all amounts due according to the contractual
terms of the loan agreement. Loans for which the terms have been modified resulting in a concession, and for which the borrower is experiencing financial
difficulties, are considered TDRs and classified as impaired.

The general component covers loans that are collectively evaluated for impairment and loans that are not individually identified for impairment evaluation. The
general component is based on historical loss experience adjusted for current factors and includes actual loss history experienced for the preceding three fiscal
years and the interim period for the current fiscal year. This actual loss experience is supplemented with other qualitative economic factors based on the risks
present for each portfolio type. These economic factors include consideration of the following: levels and trends in delinquencies and impaired loans (including
TDRs); levels and trends in charge-offs and recoveries, trends in volumes and terms of loans; migration of loans to the classification of special mention,
substandard, or doubtful; effects of any change in risk selection and underwriting standards; other changes in lending policies and procedures; national and local
economic trends and conditions; and effects of changes in credit concentrations. Generally, our estimate for the ALL does not have significant sensitivity to the
changes in the qualitative factors.

We estimate the allowance balance required using past loan loss experience, current economic conditions, the nature and volume of the portfolio, information
about specific borrower situations, estimated collateral values and other factors. Allocations of the allowance may be made for specific loans, but the entire
allowance is available for any loan that, in management’s judgment, should be charged off. Amounts are charged off when available information confirms that
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specific loans, or portions thereof, are uncollectible. This methodology for determining charge-offs is consistently applied to each group of loans. We group loans
into different categories based on loan type to determine the appropriate allowance for each loan group.
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The Company generally places loans on a nonaccrual status when: (1) payment is in default for 90 days or more unless the loan is well secured and in the
process of collection; or (2) full repayment of principal and interest is not foreseen. When a loan is placed on nonaccrual status, all accrued and uncollected
interest on that loan is reversed. Past-due interest received on nonaccrual loans is not recognized in interest income but is applied as a reduction of the
outstanding principal of the loan consistent with the accounting for impaired loans. A loan is relieved of its nonaccrual status when all principal and interest
payments are brought current, the loan is well secured, and an analysis of the borrower’s financial condition provides reasonable assurance that the borrower
can repay the loan as scheduled.

A loan is considered impaired when, based on current information and events, it is probable that the Company will be unable to collect all amounts due in
accordance with the contractual terms of the loan agreement, including scheduled interest payments. Impairment is evaluated in total for smaller-balance loans
of similar nature, such as Strategic Program loans, and on an individual loan basis for commercial real estate secured and SBA and commercial non-real estate
and consumer loans. If a loan or pool of loans is impaired, a portion of the allowance is allocated so that the loan or pool of loans is reported, net of the present
value of estimated future cash flows using the loan’s original effective rate or at the fair value of collateral less estimated costs to sell if repayment is expected
solely from the collateral. Factors considered in determining impairment include payment status, collateral value and the probability of collecting all amounts
when due. Loans that experience insignificant payment delays and payment shortfalls are generally not classified as impaired. We considered the significance of
payment delays on a case-by-case basis, taking into consideration all the circumstances of the loan and borrower, including the length of delay, the reasons for
the delay, the borrower’s prior payment record, the amount of the shortfall in relation to principal and interest owed.

See our consolidated financial statements included elsewhere in this Report and “—Principal Factors Affecting Our Financial Condition—Allowance for Loan
Losses” for more information.

Stock-based Compensation. Our historical and outstanding stock-based compensation awards are described in Note 10 in our annual consolidated financial
statements included elsewhere in this Report.

We record stock-based compensation in accordance with ASC 718, Compensation — Stock Compensation (“ASC 718”") and recognize stock-based
compensation expense in the period in which an employee or non-employee is required to provide service, which is generally over the vesting period of the
individual stock-based payment award. Compensation expense for awards is recognized over the requisite service period on a straight-line basis and we
account for forfeitures as they occur. We classify our awards as equity awards and these awards are valued as of the grant date based upon the underlying
stock price and a number of assumptions, including volatility, performance period, risk-free interest rate and expected dividends.

The determination of the grant date fair value using an option pricing model is affected principally by our estimated fair value of our common stock and requires
us to make a number of other assumptions, including the expected term of the award, the expected volatility of the underlying shares, the risk-free interest rate
and the expected dividend yield. The assumptions used in our Black-Scholes option-pricing model represent management's best estimates at the time of
measurement. These estimates are complex, involve a number of variables, uncertainties and assumptions and the application of management’s judgment, as
they are inherently subjective. We will continue to use judgment in evaluating the expected volatility, expected terms and interest rates utilized for our stock-
based compensation expense calculations on a prospective basis. If any assumptions change, our stock-based compensation expense could be materially
different in the future. These assumptions are estimated as follows:

. Expected Term. The expected term represents the period that our awards are expected to be outstanding. We calculated the expected term using a permitted simplified
method, which is based on the vesting period and contractual term for each tranche of awards.

. Expected Volatility. Prior to our initial public offering, the expected volatility was based on the historical share volatility of several comparable publicly traded companies over
a period of time equal to the expected term of the awards, as we did not have any trading history to use the volatility of our own common shares. After the completion of our
initial public offering, it is no longer necessary to utilize the volatility of comparable publicly traded companies as we now have historical trading volatility data on our own
common shares.
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. Risk-Free Interest Rate. The risk-free rate is based on the U.S. Treasury yield curve in effect at the time of grant for periods corresponding with the expected life.

. Expected Dividend Yield. We have not paid dividends on our common shares nor do we expect to pay dividends in the foreseeable future. Therefore, we used an expected
dividend yield of zero.
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For the years ended December 31, 2022 and 2021, stock-based compensation expense was $0.8 million and $2.1 million, respectively. As of December 31,
2022, we had $0.5 million of total unrecognized stock-based compensation costs, which we expect to recognize over an estimated weighted-average period of
1.8 years. We expect to continue to grant options and other stock-based awards in the future, and to the extent that we do, our stock-based compensation
expense recognized in future periods will likely increase.

Fair Value of Common Stock. There was no public market for our common shares prior to the completion of our initial public offering on November 23, 2021.
As such, the estimated fair value of our common shares has previously been determined at each grant date by our board of directors, with input from
management, based on the information known to us on the grant date and upon a review of any recent events and their potential impact on the estimated per
share fair value of our common shares. As part of these fair value determinations, our board of directors obtained and considered valuation reports prepared by
a third-party valuation firm in accordance with the guidance outlined in the American Institute of Certified Public Accountants Accounting and Valuation Guide,
Valuation of Privately-Held-Company Equity Securities Issued as Compensation.

In estimating the fair value of our common shares prior to the offering completed on November 23, 2021, multiple factors were considered in selecting an
appropriate valuation approach, including, without limitation: (i) does the valuation method reflect our going-concern and/or expected time to liquidity status; (ii)
does the valuation method assign value to the junior instruments, unless a future exit scenario is being analyzed whereby no cash is being distributed to the
junior instruments based on equity class-specific rights; and (iii) is the method appropriate based on our stage of development at the date of the valuation. The
valuation method evaluated and utilized, as appropriate, was the Option Pricing Method, or OPM. The OPM is a forward-looking method that considers our
current equity value and was used to allocate our total equity value between common stock and stock options granted considering a continuous distribution of
outcomes, rather than focusing on distinct future scenarios.

We estimated fair value of our common shares using the OPM given the uncertainty associated with both the timing and type of any future exit scenario and
applied an Income Approach and Market Approach. The Income Approach attempts to value an asset or security by estimating the present value of the future
economic benefits it is expected to produce. These benefits can include earnings, cost savings, tax deductions, and disposition proceeds from the asset. An
indication of value may be developed in this approach by discounting expected cash flows to their present value at a rate of return that incorporates the risk-free
rate for the use of funds, the expected rate of inflation over the holding period, and the risks associated with realizing the cash flows in the amounts and at the
times projected. The discount rate selected is typically based on rates of return available from alternative investments of similar type and quality as of the
valuation date. The most commonly employed income approach to valuation is the discounted cash flow analysis. The Market Approach estimates the value of
an asset or security by examining observable market values for similar assets or securities. Sales and offering prices for comparable assets are adjusted to
reflect differences between the asset being valued and the comparable assets, such as, location, time and terms of sale, utility, and physical characteristics.
When applied to the valuation of equity, the analysis may include consideration of the financial condition and operating performance of the company being
valued relative to those of publicly traded companies or to those of companies acquired in a single transaction, which operate in the same or similar lines of
business.
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When estimating our total equity value, we applied both an Income Approach and Market Approach and weighted the results evenly. The Income Approach
utilized discounted cash flows using forecasted assumptions of operating income and a discount rate based on the cost of equity. The Market Approach was
applied considering a set of guideline comparable companies, known as the Guideline Publicly-Traded Companies Method, or GPTCM. Under the GPTCM,
valuation multiples were calculated from the market data and operating metrics of the guideline companies. The selected multiples were evaluated and adjusted
based on the characteristics of the Company relative to the comparable companies being analyzed. The selected multiples were ultimately applied to our
operating metrics to calculate indications of value. A discount for lack of marketability, or DLOM, was also then applied.

We considered various objective and subjective factors to estimate the fair value of the Company’s equity price per share of each grant date, including the value
estimated by a third-party valuation firm. The factors considered by the third-party valuation firm and our board of directors included the following:

« Our financial performance, capital structure and stage of development;

Our management team and business strategy;

External market conditions affecting our industry, including competition and regulatory landscape;

Our financial position and forecasted operating results;

The lack of an active public or private market for our equity shares;

Historical discussions we have had with potential private investors;

The likelihood of achieving a liquidity event, such as a sale of the Company or an initial public offering of our equity shares; and

Market performance analyses, including with respect to share price valuation, of similar companies in our industry.
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Application of these approaches involves the use of estimates, judgment and assumptions that are highly complex and subjective, such as those regarding our
expected future revenue, expenses and future cash flows, discount rates, market multiples, the selection of comparable companies and the probability of
possible future events. Changes in any or all of these estimates and assumptions or the relationships between the assumptions impact our valuations as of each
valuation date and may have a material impact on the valuation of our common shares.

After the completion of our initial public offering on November 23, 2021, it is no longer be necessary for our board of directors to estimate the fair value of our
common stock in connection with our accounting for stock-based awards we may grant, as the fair value of our common stock will be determined based on the
closing price of our common stock as reported on the date of grant.

Income Taxes. We account for income taxes under the asset and liability method. Under this method, deferred tax assets and liabilities are determined based
on the differences between the financial statement carrying amounts and tax bases of assets and liabilities using enacted tax rates expected to be in effect for
the year in which the differences are expected to reverse. Valuation allowances are established when necessary to reduce deferred tax assets to the amounts
more likely than not to be realized. Realization of the future tax benefits is dependent on our ability to generate sufficient taxable income within the carryforward
period.
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We assess all material positions taken in any income tax return, including all significant uncertain positions, in all tax years that are still subject to assessment or
challenge by relevant taxing authorities. Assessing an uncertain tax position begins with the initial determination of the position’s sustainability and is measured
at the largest amount of benefit that is more likely than not of being realized upon ultimate settlement. As of each balance sheet date, unresolved uncertain tax
positions must be reassessed, and we will determine whether (i) the factors underlying the sustainability assertion have changed and (ii) the amount of the
recognized tax benefit is still appropriate. The recognition and measurement of tax benefits requires significant judgment. Judgments concerning the recognition
and measurement of a tax benefit might change as new information becomes available. Our unrecognized tax benefits, if recognized, would not have an impact
on our effective tax rate assuming we continue to maintain a full valuation allowance position. We do not expect our unrecognized tax benefits to change
significantly over the next 12 months.

Our policy is to recognize interest and penalties related to the underpayment of income taxes as a component of income tax expense or benefit. During the
years ended December 31, 2022 and 2021, the Company recognized de minimis interest and penalties.

GAAP Reconciliation and Management Explanation of Non-GAAP Financial Measures

One of the financial measures included in this Report is not a measure of financial performance recognized by GAAP. This non-GAAP financial measure is “tangible book value per
share.” Our management uses this non-GAAP financial measure in its analysis of our performance.
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* “Tangible book value per share” is defined as book value per share less goodwill and other intangible assets, divided by the outstanding number of common shares at the end of
each period. The most directly comparable GAAP financial measure is book value per share. We had no goodwill or other intangible assets as of any of the dates indicated. We
have not considered loan servicing rights or loan trailing fee asset as intangible assets for purposes of this calculation. As a result, tangible book value per share is the same as
book value per share as of each of the dates indicated.

We believe this non-GAAP financial measure provides useful information to management and investors that is supplementary to our financial condition, results of operations and
cash flows computed in accordance with GAAP; however, we acknowledge that our non-GAAP financial measure has a number of limitations. As such, you should not view this
measure as a substitute for results determined in accordance with GAAP, and such measure is not necessarily comparable to non-GAAP financial measures that other companies
use.

Recently Issued Accounting Pronouncements

See our consolidated financial statements included elsewhere in this Report for a full description of recent accounting pronouncements, including the respective expected dates of
adoption and anticipated effects on our results of operations and financial condition.

Item 7A.
Item 7A. Quantitative and Qualitative Disclosures About Market Risk
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Under the filer category of “smaller reporting company,” as defined in Rule 12b-2 of the Exchange Act, the Company is not required to provide information requested by Part Il, Item
7A of this Report.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Shareholders and the Board of Directors of
FinWise Bancorp and Subsidiaries

Opinion on the Consolidated Financial Statements

We have audited the accompanying consolidated balance sheets of FinWise Bancorp and Subsidiaries (the “Company”), as of December 31, 2022 December 31, 2023 and
2021, 2022, the related consolidated statements of income, changes in shareholder’s equity, and cash flows for the years then ended, and the related notes (collectively
referred to as the “consolidated financial statements”). In our opinion, the consolidated financial statements present fairly, in all material respects, the consolidated
financial position of the Company as of December 31, 2022 December 31, 2023 and 2021, 2022, and the consolidated results of its operations and its cash flows for the
years then ended, in conformity with accounting principles generally accepted in the United States of America.

Change in Accounting Principle

As discussed in Notes 1 and 3 to the consolidated financial statements, the Company has changed its method of accounting for credit losses due to the adoption of Accounting
Standards Update No. 2016-13, Financial Instruments - Credit Losses.

Basis for Opinion

These consolidated financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on the Company’s consolidated financial
statements based on our audits. We are a public accounting firm registered with the Public Company Accounting Oversight Board (United States) (‘PCAOB”) and are
required to be independent with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities and
Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the consolidated financial statements are free of material misstatement, whether due to error or fraud. The Company is not required to have, nor were we
engaged to perform, an audit of its internal control over financial reporting. As part of our audits, we are required to obtain an understanding of internal control over
financial reporting but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control over financial reporting. Accordingly, we express
no such opinion.
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Our audits included performing procedures to assess the risks of material misstatement of the consolidated financial statements, whether due to error or fraud, and performing
procedures to respond to those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the consolidated financial
statements. Our audits also included evaluating the accounting principles used and significant estimates made by management, as well as evaluating the overall
presentation of the consolidated financial statements. We believe that our audits provide a reasonable basis for our opinion.

Emphasis of Matter

As discussed in Note 1 to the consolidated financial statements, in 2022 the Company adopted new accounting guidance Accounting Standards Codification Topic 842,
Leases. Our opinion is not modified with respect to this matter.

/s/ Moss Adams LLP

Spokane, Washington
March 30, 2023

25, 2024

We have served as the Company’s auditor since 2018.
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FinWise Bancorp
Consolidated Balance Sheets
(in thousands, except share and par value amounts)

December 31,

2022 2021
December 31, December 31,
2023 2023 ’ 2022

ASSETS
Cash and cash equivalents

Cash and cash equivalents

Cash and cash equivalents

Cash and due from banks
Cash and due from banks

Cash and due from banks $ $ 386 411
Interest-bearing deposits 100,181 85,343
Total cash and cash equivalents 100,567 85,754
Investment securities held-to-maturity, at cost 14,292 11,423

Investment securities held-to-maturity,net of allowance for credit losses of none, (fair value of $13.8 million and $12.7 million, respectively)
Investment in Federal Home Loan Bank (FHLB) stock, at cost 449 378

Strategic Program loans held-for-sale, at lower of cost or fair value 23,589 60,748
Loans receivable, net 224,217 198,102

Loans receivable, net of allowance for credit losses of $12.9 million and $12.0 million, respectively
Premises and equipment, net 9,478 3,285
Accrued interest receivable 1,818 1,548
Deferred taxes, net 1,167 1,823
SBA servicing asset, net 5,210 3,938

Small Business Administration servicing asset, net
Investment in Business Funding Group (BFG), at fair value 4,800 5,900
Operating lease right-of-use (“ROU”) assets 5,041 —

Income taxes receivable, net
Other assets 10,152 7,315
Total assets $ 400,780 380,214

LIABILITIES AND SHAREHOLDERS’ EQUITY
LIABILITIES AND SHAREHOLDERS’ EQUITY
REFINITIV CORPORATE DISCLOSURES | www.refinitiv.com | Contact Us 83/163

consent of Refinitiv. 'Refinitiv' and the Refinitiv logo are registered trademarks of Refinitiv and its affiliated companies.

©2024 Refinitiv. All rights reserved. Republication or redistribution of Refinitiv content, including by framing or similar means, is prohibited without the prior written R E F I N I T I V I


https://www.refinitiv.com/
https://www.refinitiv.com/en/contact-us

LIABILITIES AND SHAREHOLDERS’ EQUITY
Liabilities
Liabilities
Liabilities
Deposits
Noninterest bearing $
Deposits
Deposits
Noninterest-bearing
Noninterest-bearing
Noninterest-bearing

Interest-bearing

78,817

164,181

110,548

141,344

Total deposits
Accrued interest payable
Income taxes payable
PPP Liquidity Facility
Income taxes payable, net
Deferred taxes, net
Paycheck Protection Program Liquidity Facility
Operating lease liabilities
Other liabilities

242,998
54
1,077
314

7,020
8,858

251,892
48

233
1,050

11,549

Total liabilities

260,321

264,772

Commitments and contingencies (Note 8)

Commitments and contingencies (Note 8)
Commitments and contingencies (Note 8)
Shareholders’ equity
Preferred stock, $0.001 par value, 4,000,000 authorized; no shares issued and outstanding as of December
31, 2022 and December 31, 2021
Common stock, $0.001 par value, 40,000,000 shares authorized; 12,831,345 and 12,772,010 shares issued
and outstanding as of December 31, 2022 and December 31, 2021, respectively
Shareholders’ equity
Shareholders’ equity
Preferred stock, $0.001 par value, 4,000,000 authorized; no shares issued and outstanding as of December 31, 2023 and December 31, 2022
Preferred stock, $0.001 par value, 4,000,000 authorized; no shares issued and outstanding as of December 31, 2023 and December 31, 2022
Preferred stock, $0.001 par value, 4,000,000 authorized; no shares issued and outstanding as of December 31, 2023 and December 31, 2022

Common stock, $0.001 par value, 40,000,000 shares authorized; 12,493,565 and 12,831,345 shares issued and outstanding as of December 31,
2023 and December 31, 2022, respectively

Additional paid-in-capital
Retained earnings

13

54,614
85,832

13

54,836
60,593

Total shareholders’ equity

140,459

115,442

Total liabilities and shareholders’ equity $

400,780

380,214

The accompanying notes are an integral part of these consolidated financial statements.
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FinWise Bancorp
Consolidated Statements of Income
(in thousands, except share and per share amounts)

For the Years Ended December 31,

2022

2021

For the Years Ended December 31,
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2023 2023 2022
Interest income
Interest and fees on loans
Interest and fees on loans
Interest and fees on loans 50,941 49,135
Interest on securities 208 47
Other interest income 1,180 61
Total interest income 52,329 49,243
Interest expense
Interest expense
Interest expense
Interest on deposits
Interest on deposits
Interest on deposits 1,432 1,138
Interest on PPP Liquidity Facility 2 127
Total interest expense 1,434 1,265
Net interest income 50,895 47,978
Provision for loan losses 13,519 8,039
Provision for credit losses
Provision for credit losses
Provision for credit losses
Net interest income after provision for loan losses 37,376 39,939
Non-interest income
Non-interest income
Non-interest income
Strategic Program fees
Strategic Program fees
Strategic Program fees 22,467 17,959
Gain on sale of loans, net 13,550 9,689
SBA loan servicing fees 1,603 1,156
Change in fair value on investment in BFG ) (478 2,991
Other miscellaneous income 269 49
Total non-interest income 37,411 31,844
Non-interest expense
Non-interest expense
Non-interest expense
Salaries and employee benefits
Salaries and employee benefits
Salaries and employee benefits 24,489 21,744
Professional services 5,454 1,670
Occupancy and equipment expenses 2,204 882
Impairment of SBA servicing asset 1,728 800
(Recovery) impairment of SBA servicing asset
Other operating expenses 4,881 4,415
Total non-interest expense 38,756 29,511
Income before income tax expense 36,031 42,272
Income before provision for income tax
Provision for income taxes
Provision for income taxes
Provision for income taxes 10,916 10,689
Net income 25,115 31,583
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Earnings per share, basic

Earnings per share, basic
Earnings per share, basic $ $ 1.96
Earnings per share, diluted $ $ 1.87

Weighted average shares outstanding, basic
Weighted average shares outstanding, basic

Weighted average shares outstanding, basic 12,729,898

Weighted average shares outstanding, diluted 13,357,022

The accompanying notes are an integral part of these consolidated financial statements.

3.44
3.27

8,669,724 122825648
Weighted average
shares
outstanding,
9,108,163 dilL2¢2DI 84857,022
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FinWise Bancorp
Consolidated Statements of Changes in Shareholders’ Equity
(in thousands, except share amounts)
Common Stock
Additional Total
Paid-In Retained Shareholders’
Shares Amount Capital Earnings Equity
Balance at December 31, 2020 8,660,334 $ 9 $ 16,853 $ 29,010 $ 45,872
Stock-based compensation expense — — 2,100 — 2,100
Issuance of common stock 4,025,000 4 35,572 — 35,576
Stock options exercised 86,676 — 311 = 311
Net income = = = 31,583 31,583
Balance at December 31, 2021 12,772,010 $ 13 $ 54,836 $ 60,593 $ 115,442
Stock-based compensation expense 123,055 — 778 — 778
Stock options exercised 56,280 — 260 — 260
Repurchase of common stock (120,000 ) — (1,260) 124 (1,136 )
Net income — — — 25,115 25,115
Balance at December 31, 2022 12,831,345 $ 13 3 54,614 $ 85832 $ 140,459
The accompanying notes are an integral part of these consolidated financial statements.
81
Index
FinWise Bancorp
Consolidated Statements of Cash Flows
(in thousands)
For the Years Ended
December 31,
2022 2021
Cash flows from operating activities:
Net income $ 25,115 $ 31,583
Adjustments to reconcile net income to net cash from operating activities
Depreciation and amortization 2,107 1,038
Provision for loan losses 13,519 8,039
Noncash operating lease cost 2,339 —
Net amortization in securities discounts and premiums 28 25
Capitalized servicing assets (4,087 ) (3,048)
Capitalized loan trailing fee asset (2,347) —_
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Gain on sale of SBA loans, net (13,550) (9,689)

Originations of Strategic Program loans held-for-sale (6,974,133) (6,335,194 )
Proceeds on Strategic Program loans held-for-sale 7,011,292 6,295,394
Change in fair value of BFG 478 (2,991)
Impairment of SBA servicing asset 1,728 800
Stock-based compensation expense 778 2,100
Deferred income tax benefit (expense) 656 (2,371)
Net changes in:
Accrued interest receivable (270) 81
Accrued interest payable 6 (147)
Other assets (299) (1,669 )
Operating lease liabilities (360) —
Other liabilities (1,847) 5,817
Net cash provided by (used in) operating activities 61,153 (9,232)

Cash flows from investing activities:

Net increase (decrease) in loans receivable (17,330) 41,622
Purchase of loan pools (8,754) (6,000)
Investments in FinWise Investments, LLC (191) (80)
Distributions from BFG 622 861
Purchase of bank premises and equipment (7,213) (2,334)
Proceeds from maturities and paydowns of securities held-to-maturity 1,954 678
Purchases of securities held-to-maturity (4,851) (10,317)
Purchase of FHLB stock (71) (173)
Net cash provided by (used in) investing activities (35,834) 24,257

Cash flows from financing activities:

Net increase (decrease) in deposits (8,894) 87,416
Proceeds from initial public offering, net — 35,576
Common stock repurchased (1,136) —
Proceeds from exercise of stock options 260 311
Proceeds from PPP Liquidity Facility — 5,558
Repayment of PPP Liquidity Facility (736) (105,515 )
Net cash provided by (used in) financing activities (10,506 ) 23,346
Net change in cash and cash equivalents 14,813 38,371
Cash and cash equivalents, beginning of the period 85,754 47,383
Cash and cash equivalents, end of the period $ 100,567 $ 85,754

Supplemental disclosures of cash flow information:

Cash paid during the period

Income taxes $ 9,360 $ 10,473
Interest $ 1,428 $ 1,412

Supplemental disclosures of noncash activities:
Operating cash flows from operating leases $ 1,928 $ —

Right-of-use assets obtained in exchange for operating lease liabilities $ 7,380 $ —

Common Stock

Additional Total
Paid-In Retained Shareholders’

Shares Amount Capital Earnings Equity
Balance at December 31, 2021 12,772,010 $ 13 3 54,836 $ 60,593 $ 115,442
Stock-based compensation expense 123,055 — 778 — 778
Common stock repurchased (120,000) — (1,260) 124 (1,136)
Stock options exercised 56,280 — 260 — 260
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Net Income = = = 25,115 25,115
Balance at December 31, 2022 12,831,345 $ 13 $ 54,614 $ 85832 $ 140,459
Impact of the adoption of ASC 326 Credit Losses — — — (212) (212)
Stock-based compensation expense 168,821 — 2,046 — 2,046
Stock options exercised 17,640 — 44 — 44
Common stock repurchased (524,241) ) (5,504) 764 (4,741)
Net Income — — — 17,460 17,460
Balance at December 31, 2023 12,493,565 $ 12 $ 51,200 $ 103,844 $ 155,056
The accompanying notes are an integral part of these consolidated financial statements.
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FinWise Bancorp
Consolidated Statements of Cash Flows
(in thousands)
For the Years Ended
December 31,
2023 2022
Cash flows from operating activities:
Net income $ 17,460 $ 25,115
Adjustments to reconcile net income to net cash from operating activities
Depreciation and amortization 3,811 2,107
Provision for credit losses 11,638 13,519
Noncash operating lease cost 748 2,339
Net amortization in securities discounts and premiums 1 28
Capitalized servicing assets (150) (4,087)
Capitalized loan trailing fee asset — (2,347)
Gain on sale of loans, net (1,684) (13,550)
Originations of Strategic Program loans held-for-sale (4,077,855) (6,974,133)
Proceeds on Strategic Program loans held-for-sale 4,053,929 7,011,292
Change in fair value of BFG 600 478
(Recovery) impairment of SBA servicing asset (376) 1,728
Stock-based compensation expense 2,046 778
Deferred income tax benefit 1,915 656
Net changes in:
Accrued interest receivable (1,755) (270)
Accrued interest payable 565 6
Other assets (6,448) (299)
Operating lease liabilities (724) (360)
Other liabilities 8,544 (1,847)
Net cash provided by operating activities 12,265 61,153
Cash flows from investing acti
Net increase in loans receivable (114,902) (17,330)
Purchase of lease pools (29,606) (8,754)
Investment in equity investment (18) (191)
Distributions from BFG — 622
Purchase of bank premises and equipment, net (7,458) (7,213)
Proceeds from maturities and paydowns of securities held-to-maturity 1,843 1,954
Purchases of securities held to maturity (2,939) (4,851)
Purchase of FHLB stock 210 (71)
Net cash used in investing activities (152,870) (35,834)
Cash flows from financing activities:
Net increase (decrease) in deposits 161,835 (8,894)
Common stock repurchased (4,741) (1,136)
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Proceeds from exercise of stock options 44 260

Repayment of PPP Liquidity Facility (125) (736)
Net cash provided by (used in) financing activities 157,013 (10,506)

Net change in cash and cash equivalents 16,408 14,813
Cash and cash equivalents, beginning of the period 100,567 85,754
Cash and cash equivalents, end of the period $ 116,975 $ 100,567

Supplemental disclosures of cash flow information:

Cash paid during the period

Income taxes $ 6,626 $ 9,360

Interest $ 9,410 $ 1,428
of p! g

Right-of-use assets obtained in exchange for operating lease liabilities (ASC 842 adoption effective January 1, 2022) $ — s 7,380

Impact of current expected credit loss model (ASU 2016-13 adoption effective January 1, 2023) $ 283 $ =

The accompanying notes are an integral part of these consolidated financial statements.
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FinWise Bancorp
Notes to Consolidated Financial Statements

Note 1 - Summary of Significant Accounting Policies

Nature of business and organization - FinWise Bancorp is a Utah Corporation headquartered in Murray, Utah and operates all business activities through its wholly-owned
subsidiaries FinWise Investments, LLC, Bank, f/k/a Utah Community Bank and FinWise Bank, dba Utah Community Bank. Utah Community Investment, LLC. FinWise
Bank was incorporated in the state of Utah on May 7, 1999. FinWise Bancorp, f/k/a All West Bancorp, was incorporated in the state of Utah on October 22, 2002, after
which, it acquired 100% of Utah Community FinWise Bank. As of March 4, 2016, Utah Community FinWise Bank's articles of incorporation were amended to rename the
entity FinWise Bank. As of March 15, 2021, All WestFinWise Bancorp’s articles of incorporation were amended and restated to rename the entity FinWise Bancorp.
References herein to “FinWise Bancorp,” “Bancorp” or the “holding company,” refer to FinWise Bancorp on a standalone basis. The word “Company” refers to FinWise
Bancorp, FinWise Investments, Investment, LLC, and FinWise Bank collectively and on a consolidated basis. References to the “Bank” refer to FinWise Bank on a
standalone basis.

On July 15, 2021, the Company publicly filed a Registration Statement on Form S-1 with the U.S. Securities and Exchange Commission (“SEC”) in connection with its
Initial Public Offering (“IPO”) (the “Registration Statement”), which was subsequently amended on July 30, 2021, August 4, 2021, November 1, 2021, and
November 16, 2021. The Registration Statement was declared effective by the SEC on November 18, 2021. In connection with the IPO, the Company issued
4,025,000 shares of common stock, par value of $0.001, which included 525,000 shares sold pursuant to the underwriters’ exercise of their option to purchase
additional shares. The securities were sold to the public at a price of $10.50 per share and began trading on the Nasdaq Stock Market LLC on November 19,
2021. On November 23, 2021, the closing date of the IPO, the Company received total net proceeds of $39.3 million. The net proceeds less other related
expenses, including audit fees, legal fees, listing fees, and other expenses, totaled $35.6 million.

The Bank is an independent bank that provides a full range of banking services to individual and corporate commercial customers. The Bank’s primary source of revenue is from
loans including consumer, Small Business Administration (SBA), commercial, commercial real estate, and residential real estate, and consumer. estate. The Bank also has
established Strategic Programs with various third-party loan origination platforms that use technology to streamline the origination of unsecured consumer and secured or
unsecured business loans to borrowers within certain approved credit profiles. The Bank earns monthly program fees based on the volume of loans originated in these
Strategic Programs, as well as interest during the time the Bank holds the loans.

The Company is subject to competition from other financial institutions and to the regulations of certain federal and state agencies and undergoes periodic
examinations by those agencies.

Stock split and changes in authorized shares - On July 26, 2021, the Board of Directors declared a six-for-one stock split of the Company’s issued and outstanding
shares of common stock, which was effective on July 26, 2021. Accordingly, except for the amount of authorized shares, all references to share and per share
amounts for the periods presented in the condensed consolidated financial statements and accompanying notes to the condensed consolidated financial
statements have been retroactively restated to reflect this stock split. As a subsequent event, effective as of July 28, 2021, authorized capital stock was
increased to 44,000,000 shares of capital stock, consisting of (i) 40,000,000 shares of common stock, par value $0.001 per share, and (ii) 4,000,000 shares of
Preferred Stock, par value $0.001 per share.

Significant concentrations of credit risk — All of the Company’s Company's activities are with customers located throughout the United States. The Company has concentrations
in SBA loans, Strategic Program loans, and residential real estate loans. Accordingly, their ultimate collectability is particularly susceptible to changes in market conditions.
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Ongoing analysis of the Company’s Company's loan portfolio is performed to evaluate whether there is any significant exposure to an individual borrower or group(s) of borrowers as
a result of any concentrations of credit risk. Such credit risks (whether on- or off-balance sheet) may occur when groups of borrowers or counterparties have similar
economic characteristics and are similarly affected by changes in economic or other conditions. Credit risk also includes the loss that would be recognized subsequent to
the reporting date if counterparties failed to perform as contracted. As of December 31, 2022 December 31, 2023 and 2021, 2022, the Company analyzed its exposure to
credit risks and concluded that no significant exposure exists from such concentrations of credit risks.
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Paycheck Protection Program - The Coronavirus Aid, Relief and Economic Security (“CARES”) Act was passed by Congress on March 27, 2020, in relation to the
COVID-19 pandemic and included guidance on loan modifications. Also included in the CARES Act was a total allocation of $659 billion for loans to be issued
by financial institutions through the Small Business Administration (“SBA”). This program is known as the Paycheck Protection Program (“PPP”). PPP loans
are forgivable, in whole or in part, if the proceeds are used for eligible payroll costs and other permitted purposes in accordance with the requirements of the
PPP. These loans carry a fixed rate of 1.00%. PPP loans originated prior to June 5, 2020, have a term of two years, while PPP loans originated on or after June
5, 2020, have a term of five years. Payments are deferred for at least the first six months of the loan and the loans are 100% guaranteed by the SBA. The SBA
pays the originating bank a processing fee ranging from 1% to 5%, based on the size of the loan. During the year ended December 31, 2020, the Company
originated PPP loans for a total principal amount of $126.6 million. As of December 31, 2022, PPP borrowers have applied for and received forgiveness from
the SBA for $125.5 million of PPP loan principal and have made $0.5 million of principal payments leaving $0.6 million of PPP loan principal outstanding. The
loan forgiveness resulted in an acceleration of deferred loan fees of $1.5 million for the year ended December 31, 2021. The loan payments resulted in a de
minimis amount of deferred loan fees recognized in the year ended December 31, 2022.

risk.

Principles of consolidation — The consolidated financial statements include the accountsaccount of FinWise Bancorp and its wholly-owned subsidiaries, FinWise
Investments, Investment, LLC and FinWise Bank. All significant inter-company balances and transactions have been eliminated in consolidation.

Out-of-period adjustments — During the first quarter of 2022, the Company recognized a $(0.8) million ($(0.6) million net of tax) reduction of interest and fees on loans and loans
receivable, net as an out-of-period adjustment. The adjustment was due to a deferred loan cost associated with the Company’s SBA 7(a) loans that was implemented in
2021. Upon the sales of the guaranteed portions of the SBA 7(a) loans, the acceleration of the deferred loan costs was improperly applied to interest income rather than
reducing the balance sheet deferred costs asset and was compounded further by the continued amortization of the deferred cost asset over the life of the loans. The
impact associated with this correction was not considered material to the interim unaudited consolidated financial statements for the three months ended March 31, 2022,
year ended December 31, 2022, or the financial statements of any previously filed interim or annual periods.

During the third quarter of 2022, the Company identified an error in the calculation of the Company’s tax provision which understated income tax expense for previously reported
financial statements. The error was related to an incorrect application of Section 162(m) of the Internal Revenue Code, which limits tax deductions relating to executive
compensation of certain executives of publicly held companies. The Company recorded an out-of-period adjustment during the third quarter of 2022 to correct the
previously understated income tax expense. The adjustment resulted in a decrease to after-tax income of $(0.9) million for the year ended December 31, 2022. The
impact associated with this correction was not considered material to the interim unaudited consolidated financial statements for the three months ended September 30,
2022, year ended December 31, 2022, or the financial statements of any previously filed interim or annual periods.

During the fourth quarter of 2022, the Company established a new loan trailing fee asset which is included in “Other assets” on the Consolidated Balance Sheets of approximately
$2.3 million $2.3 million and recognized $2.1 million $2.1 million in gain on sale of loans ($1.5 million net of tax) as an out-of-period adjustment of which $1.2
million $1.2 million ($0.9 million net of tax) would have been recorded in the first three quarters of 2022 with the remaining $0.9 million $0.9 million ($0.6 million net of tax)
associated with years prior to 2022. Before this correction, the loan trailing fees had been recognized in revenue during the month payment

Index

was owed by the Strategic Program rather than as a gain to be recognized upon sale of the loan receivables. The impact associated with this correction was not considered material
to the interim unaudited consolidated financial statements for the three months ended December 31, 2022, year ended December 31, 2022, or the financial statements of
any previously filed interim or annual periods.
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Use of estimates— In preparing the consolidated financial statements in accordance with Generally Accepted Accounting Principles (GAAP), management is required to make
estimates and assumptions that affect the reported amounts of certain assets and liabilities as of the date of the consolidated balance sheets and certain revenues and
expenses for the period. Actual results could differ, either positively or negatively, from those estimates.

Material estimates that are particularly susceptible to significant changes in the near term relate to the determination of the allowance for loan credit losses (ALL)(ACL), the
determination of the fair value of certain financial instruments, deferred income tax assets and stock-based compensation.
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Management believes the ALL ACL is adequate. While management uses currently available information to recognize credit losses on loans, future additions to the
allowance may be necessary based on economic conditions and individual credit deterioration.

Reclassifications — Certain amounts in the prior year’s financial statements have been reclassified to conform to the current year’s presentation.

Cash and Cash Equivalents — For purposes of reporting cash flows, the Company defines cash and cash equivalents — The Company considers all highly liquid debt
instruments with an original maturity of three months or less (including as cash, amounts cash due from depository institutions, banks, interest-bearing
deposits in other banks, other interest-bearing deposits, and federal funds sold) to be cash equivalents.

sold.

The Company maintains its cash in deposit accounts that, at times, may exceed federally insured limits. The Company has not experienced any losses in such accounts and
believes it is not exposed to any significant credit risk on cash and cash equivalents.

Federal Reserve Board Regulations require maintenance of certain minimum reserve balances based on certain average deposits; however, on March 15, 2020, the
Federal Reserve announced that reserve requirement ratios would be reduced to zero percent effective March 26, 2020, due to economic conditions, which eliminated the
reserve requirement for all depository institutions. The reserve requirement is still at zero percent as of December 31, 2022 December 31, 2023.

Investments

Investment securities—Debt securities that management has the positive intent and ability to hold to maturity are classified as “held-to-maturity” "held-to-maturity" and recorded at
amortized cost. Securities not classified as held-to-maturity are classified as “available "available for sale” sale" and recorded at fair value, with unrealized gains and losses
excluded from earnings and reported in other comprehensive income. The Company did not hold any available for sale securities at December 31, 2022 December 31,
2023 or 2021.2022.

When Management no longer evaluates securities for other-than-temporary impairment after the estimated adoption of ASU 2016-13, Topic 326 which changed the
accounting for recognizing impairment on available for sale and held to maturity debt securities. Each quarter management evaluates impairment where there
has been a decline in fair value below the amortized cost basis of a security is lower than the book value, a security is considered temporarily impaired. On a
quarterly basis, the Company evaluates any securities in a loss position to determine whether the impairment is other-than-temporary. If there is intent to
sella credit loss associated with the security, or ifdecline in fair value. Management considers the Company will be required to sell nature of the security, or
ifcollateral, potential future changes in collateral values, default rates, delinquency rates, third-party guarantees, credit ratings, interest rate changes since
purchase, volatility of the Company believes it will not recover security's fair value and historical loss information for financial assets secured with similar
collateral among other factors. Credit losses are calculated individually, rather than collectively, using a discounted cash flow method, whereby management
compares the entire present value of expected cash flows with the amortized cost basis of the security, the security is other-than-temporarily impaired
(“OTTI”) and impairment is recognized. security. The amount of impairment resulting from credit loss is component recognized in earnings and impairment
related to all other factors, such as general market conditions, is recognized in AOCI inthrough the case of securities classified as available Provision for sale.

Management considers a humber of factors in its analysis of whether a decline in a security’s estimated fair value is OTTI. Certain factors considered include, but are
not limited to: (a) the length of time and the extent to which the security has been in an unrealized loss position, (b) changes in the financial condition of the
issuer, (c) the payment structure of debt securities, (d) adverse changes in ratings issued by rating agencies, (e) and the intent and ability of the Company to
hold the security for a period of time sufficient to allow for any anticipated recovery in fair value.

Purchased premiums and discounts on debt securities are amortized or accreted over the terms of the securities using the effective-yield method. Gains and

losses Credit Losses on the sale Consolidate Statement of securities are recorded on the trade date and are determined using the specific identification
method.
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Income. (See Note 2 - Investments.)

Equity method investments — Ownership interests in entities for which the Company has significant influence that are not consolidated are accounted for as equity
method investments. SEC Staff Announcement: Accounting for Limited Partnership Investments (codified in Accounting Standards Codification (“ASC”) 323-
30-S99-1) guidance requires the use of the equity method unless the investor’s interest “is so minor that the limited partner may have virtually no influence
over partnership operating and financial policies.” The SEC staff’s position is that investments in limited partnerships and limited liability companies of
greater than 3% to 5% are considered more than minor and, therefore, should be accounted for using the equity method or fair value option and are not
required to be consolidated. The Company concluded that, consistent with its accounting policy, the Company’s level of ownership in Business Funding
Group, LLC (“BFG”) was indicative of significant influence and, as a result, the investment would be accounted for using the equity method. However, the
Company elected the fair value option for its investment due to cost-benefit considerations. Pursuant to electing the fair value option, the Company measures
its investment in BFG at fair value each reporting period and changes in fair value are recorded in the Consolidated Statements of Income within ‘Change in
fair value on investment in BFG.’ See Note 9, Investments, Investment in Business Funding Group, LLC, for a discussion about the Company’s investment in BFG.

Index
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Investment in Federal Home Loan Bank (“FHLB” ("FHLB") stock-FHLB stock investments are required investments based on the level of the Bank’s assets, capital and/or
capital/surplus. FHLB stock is carried at cost and periodically evaluated for impairment. There is no readily determinable fair value for this stock as it has no quoted market
value, it is a required investment and it is expected to be redeemed at par value. FHLB obtains its funding primarily through issuance of consolidated obligations of the
FHLB system. The U.S. government does not guarantee these obligations, and each of the regional FHLBs are jointly and severally liable for repayment of each other’s
debt. Cash dividends are reported as a component of Other miscellaneous income in the Consolidated Statements of Income.

Loans held-for-sale Receivable — While the Company sells the vast majority of the loans funded in its Strategic Programs shortly after origination, the Company may choose to
retain a portion of the funded loans and/or receivables. The loans and/or receivables the Company intends to sell are carried at lower of cost or estimated fair value in the
aggregate. Net unrealized losses are recognized in a valuation allowance by charges to income.

Loans receivable - Loans receivable are reported at their outstanding principal adjusted for any charge-offs, the ALL, allowance for credit losses, and deferred fees and costs.
Loan origination fees, net of certain direct origination costs, if any, are deferred and recognized on an adjustment of the related loan yield using an effective-yield method
over the contractual life of the loan. Interest income on loans is recognized on an accrual basis commencing in the month of origination using the interest method.
Delinquency fees are recognized in income when chargeable and when collectability is reasonably assured

assured.

The Company requires most loans and leases to be substantially collateralized by real estate, equipment, vehicles, accounts receivable, inventories or other tangible or intangible
assets. Real estate collateral is generally in the form of first and second mortgages on various types of property. The Company also originates unsecured loans to
consumers and businesses.

The Company may change its intent from holding loans for investment and reclassify them as held-for-sale.

Loans Held For Sale - Loans held-for-sale are carried at the lower of aggregate cost andor fair value. Gains and losses are recorded in non-interest income based on the
difference between sales proceeds and carrying value.

While the Company sells the vast majority of the loans funded in its Strategic Programs shortly after origination, the Company may choose to retain a portion
of the funded loans and/or receivables.

Allowance for Credit Losses - On January 1, 2023, the Company adopted ASU 2016-13, Topic 326 which replaced the incurred loss methodology with CECL for financial
instruments measured at amortized cost and other commitments to extend credit. CECL requires the immediate recognition of estimated credit losses expected to occur
over the estimated remaining life of the asset. The forward-looking concept of CECL requires loss estimates to consider historical experience, current conditions and
reasonable and supportable economic forecasts of future events and circumstances.

The allowance for credit losses (“ACL") on loans held for investment is the combination of the allowance for loan losses - and the reserve for unfunded loan commitments. The
ALL allowance for loan losses is reported as a reduction of the amortized cost basis of loans, while the reserve for unfunded loan commitments is included
within "other liabilities" on the Consolidated Balance Sheets. The estimate of credit loss incorporates assumptions for both the likelihood and amount of
funding over the estimated life of the commitments, including adjustments for current conditions and reasonable and supportable forecasts. Management
periodically reviews and updates its assumptions for estimated funding rates. Accrued interest receivable is excluded from the ACL calculation. The
amortized cost basis of loans does not include accrued interest receivable, which is included in "accrued interest receivable” on the Consolidated Balance
Sheets. As of December 31, 2023 and 2022 the Company had balances of accrued interest receivable of $3.6 million and $1.8 million, respectively. The amount
related to investments held-to-maturity was de minimis as of December 31, 2023 and 2022. The "Provision for credit losses" on the Consolidated Statements of
Income is a combination of the provision for credit losses and the provision for unfunded loan commitments.

ACL in accordance with CECL methodology

With respect to the Bank's core portfolio which consists of specific SBA 7(a), local lending, retail point of sale, and general components. The specific component relates to impaired
loans as defined by GAAP. For such equipment finance and leasing, the Bank pools similar loans that are collectively evaluated and determines an appropriate level of
general allowance by portfolio segment using a non-discounted cash flow model taking into account probability of default, loss in the event of default, and prepayment
speed estimates based on industry specific collected data. The model captures losses over the historical charge-off and prepayment cycle and applies those losses at a
loan level over the remaining maturity of the loan. The model then calculates a historical loss rate using the average losses over the reporting period, which is then applied
to each segment utilizing a standard reversion rate. With respect to the Bank's active retained Strategic Program loan portfolio, the Bank is using a methodology that
compares the actual loan performance of a vintage to the worst performing loans within that vintage, known as the high-water mark. The Bank records the expected credit
losses based on the high-water mark loss rate. With respect to the Bank's inactive retained Strategic Program loan portfolio, performance data at the summary level
provided by the Strategic Programs is banded by credit profile and original loan term and compared to actual loan performance on a quarterly basis. The expected loss
rate is supplemented with

Index

adjustments for reasonable and supportable forecasts of relevant economic indicators, including but not limited to national unemployment rate forecasts. Expected credit losses are
estimated over the contractual term of the loans, adjusted for expected prepayments when appropriate. Also included in the ACL are qualitative factors based on the risks
present for each portfolio segment. These qualitative factors include the following that are derived from the Interagency Policy Statement on Allowance for Credit Losses:
changes in lending policies and procedures; changes in international, national, regional, and local economic and business conditions and developments that affect the
collectability of the loan portfolio; changes in the nature and volume of the loan portfolio and in the terms of loans; changes in the experience, ability, and depth of lending
management and staff; changes in the volume and severity of past due loans, nonaccrual loans, and classified or graded loans; changes in the quality of the Bank's loan
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review system; changes in the value of underlying collateral for loans that are not collateral-dependent; changes in the level of concentration of credit; changes in the
effect of competition, legal, and regulatory requirements on the level of estimated credit losses; and, if applicable, changes in the composition and volume of the loan
portfolio due to mergers, acquisitions, and other significant transactions not considered elsewhere. The Bank also considers as impaired, an additional qualitative factor
any lingering "ripple" effects of the Covid-19 pandemic, including lasting changes to consumer behavior, lending, and society at large. It is also possible that these factors
could include social, political, economic, and terrorist events or activities. All of these factors are susceptible to change, which may be significant.

When management identifies loans that do not share common risk characteristics (i.e., are not similar to other loans within a pool) they are evaluated on an individual basis. These
loans are not included in the collective evaluation. For loans identified as having a likelihood of foreclosure or that the borrower is experiencing financial difficulty, a
collateral dependent approach is used. These are loans for which the repayment is expected to be provided substantially through the operation or sale of the collateral.
Under CECL, for collateral dependent loans, the Company has adopted the practical expedient method to measure the allowance for credit losses based on the fair value
of collateral. The allowance for credit losses is established when calculated on an individual loan basis based on the discounted cash flows, or shortfall between the fair
value of the loan's collateral, which is adjusted for liquidation costs/discounts, and amortized cost. If the fair value of the collateral ifexceeds the amortized cost, no
allowance is required.

The CECL methodology requires a significant amount of management judgment in determining the appropriate allowance for credit losses. Several of the steps in the methodology
involve judgment and are subjective in nature including, among other things: segmenting the loan is collateral dependent, portfolio; determining the amount of loss history
to consider; selecting predictive econometric regression models that use appropriate macroeconomic variables; determining the methodology to forecast prepayments;
selecting the most appropriate economic forecast scenario; determining the length of the impaired reasonable and supportable forecast and reversion periods; estimating
expected utilization rates on unfunded loan commitments; and assessing relevant and appropriate qualitative factors. In addition, the CECL methodology is dependent on
economic forecasts, which are inherently imprecise and will change from period to period. Although the allowance for credit losses is considered appropriate, there can be
noassurance that it will be sufficient to absorb future losses.

In determining an appropriate amount for the allowance, the Bank segments and aggregates the loan portfolio based on common characteristics. The following segments have been
identified:

Commercial Real Estate. These loans are generally secured by owner-occupied nonfarm, nonresidential properties, or by other nonfarm, nonresidential properties. Owner-
occupied commercial real estate loans are typically repaid first by the cash flows generated by the underlying business. Factors that may influence a business'
cash flows include, but are not limited to, demand for its products or services, quality and depth of management, degree of competition, regulatory changes, and
general economic conditions. Non-owner occupied commercial real estate loans are generally considered to have a higher degree of credit risk as they may be
dependent on the ongoing success and operating viability of a fewer number of tenants who are occupying the property and who may have a greater degree of
exposure to economic conditions.

Commercial and Industrial. These loans are generally secured by business assets such as furniture, fixtures, equipment, accounts receivable, inventory, business vehicles,
and other business personal property. Commercial and industrial loans are typically repaid first by the cash flows generated by the borrower's business
operations. The primary risk characteristics are specific to the underlying business and its ability to generate sustainable profitability and resulting positive cash
flows. Factors that may influence a business' profitability include, but are not limited to, demand for its products or services, quality and depth of management,
degree of competition, regulatory changes, and general economic conditions.

Commercial Leases. Equipment financing and leasing typically involve the use of equipment as collateral for the loan. If the borrower defaults on the loan, the Bank may
need to repossess and sell the equipment to recover the

Index

outstanding debt. However, the value of the equipment may depreciate over time, or disappear, making it difficult for the Bank to recover the full amount of the lease. In
equipment leasing, the residual value of the equipment is an important consideration. The residual value is the estimated value of the equipment at the end of the
lease term. If the actual value of the equipment is lower than the carrying residual value, of that loan. The general component covers all loans the lessor may not
classified as impaired and is based on historical loss experience and general economic factors, adjusted for qualitative risk factors, both internal and external be
able to recover the Company. The general component is calculated separately for each risk category.
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The ALL represents the Company’s estimate of probable and estimable losses inherent to the loan portfolio as of the balance sheet date. Losses are charged to the
ALL when recognized. Generally, loans are charged off or charged down at the point at which they are determined to be uncollectible in whole or in part
unless the loan is well secured and in the process of collection. The Company establishes the full amount of the ALL lease payments.

Construction and Land Development. Risks common to construction loans are cost overruns, changes in market demand for property, supply chain interruption affecting
construction materials, inadequate long-term financing arrangements and declines in real estate values. Changes in market demand for property could lead to
longer marketing times resulting in higher carrying costs, declining values, and higher interest rates. Risks common to residential lot loans are those similar to
other types of real estate construction loans, as many customers finance the purchase of improved lots in anticipation of constructing a 1 to 4 family residence.
Accordingly, common risks are changes in market demand for property, supply chain interruption affecting construction materials, inadequate long-term financing
arrangements and declines in real estate values. Changes in market demand for property could lead to longer marketing times resulting in higher carrying costs,
declining values and higher interest rates.

Consumer. These are loans to individuals for household, family, and other personal expenditures. Consumer loans generally have higher interest rates and shorter terms
than residential loans but tend to have higher credit risk due to the type of collateral securing the loan or in some cases the absence of collateral.
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Residential Real Estate. These loans are generally secured by loan type, at least quarterly, 1 to 4 family residential properties. The primary risk characteristics associated
with residential mortgage loans typically involve: major living or lifestyle changes to the borrower, including unemployment or other loss of income; unexpected
significant expenses, such as for major medical issues or catastrophic events; and divorce or death. In addition, residential mortgage loans that have adjustable
rates could expose the Company adjusts borrower to higher debt service requirements in a rising interest rate environment. Further, real estate values could drop
significantly and cause the provision for loan losses so the ALL is at an appropriate level at the balance sheet date.

The Company determines ALL as the best estimate within a range of estimated losses. The methodologies the Company uses to estimate the ALL depend upon the
impairment status and risk categoryvalue of the loan. After applying historic property to fall below the loan amount, creating additional potential loss
experience, as described above, exposure for the Company reviews the quantitatively derived level Bank.

Residential Real Estate Multifamily. Risks common to multifamily loans are poor management, high vacancy rates and regulatory changes. The value of ALL for each
category using qualitative criteria. The Company tracks various risk factors that influence the judgment regarding the level of the ALL across the risk categories.
Risk factors include changes in national, regional, and local economic conditions that affect the borrowers’ business, delinquency, and charge off trends, and data
from peer groups, among others. The Company reviews changes in these factors to ensure thatmulti-family properties can be impacted by changes in the
levellocal real estate market. If property values decline, the Bank may not be able to recover the full amount of the ALL loan if the property needs to be foreclosed.

Strategic Program Loans Held for Investment. Unsecured consumer loans and secured or unsecured business loans issued by the Company through these programs
generally follow and are directionally consistent with changes limited to specific predetermined underwriting criteria. Strategic Program loans cover a wide range of
borrower credit profiles, loan terms and interest rates. Strategic Program loans generally have higher interest rates and shorter terms similar to consumer loans
and tend to have higher credit risk due to the type of collateral securing the loan or in these factors.

most cases the absence of collateral.

Nonaccrual loans Loans — The Company’s Company's policy is to place loans on a nonaccrual status when: 1) payment is in default for 90 days or more unless the loan is well
secured and in the process of collection; or 2) full repayment of principal and interest is not foreseen. When a loan is placed on nonaccrual status, all accrued and
uncollected interest on that loan is reversed. Past-due interest received on nonaccrual loans is not recognized in interest income but is applied as a reduction of the
outstanding principal of the loan consistent with the accounting for impaired loans. loan. A loan is relieved of its nonaccrual status when all principal and interest payments
are brought current, the loan is well secured, and an analysis of the borrower’s borrower's financial condition provides reasonable assurance that the borrower can repay
the loan as scheduled.

Impaired loans — Loans are considered impaired when, based on current information and events; it is probable that the Company will be unable to collect all amounts
due in accordance with the contractual terms of the loan agreement, including scheduled interest payments. When a loan is impaired, the Company estimates
a specific reserve for the loan based on the fair value of the loan’s underlying collateral, less the cost to sell, or the projected present value of future cash
flows. Payments received on impaired loans that are accruing are recognized in interest income, according to the contractual loan agreement. Payments
received on impaired loans that are on nonaccrual status are not recognized in interest income but are applied as a reduction of the outstanding principal.
Payments are recognized when cash is received.

Troubled debt restructurings (TDR) — Loans may be modified in the normal course of business for competitive reasons or to strengthen the Company’s position. Loan
modifications and restructurings may also occur when the borrower experiences financial difficulty and needs temporary or permanent relief from the original
contractual terms of the loan. These modifications are structured on a loan-by-loan basis and, depending on the circumstances, may include extended
payment terms, a modified interest rate, forgiveness of principal, or other concessions. Loans that have been modified to accommodate a borrower who is
experiencing financial difficulties, and for which the Company has granted a concession that it would not otherwise consider, are considered a TDR.

The Company considers many factors in determining whether to agree to a loan modification involving concessions, and seeks a solution that will both minimize
potential loss to the Company and attempt to help the borrower. The Company evaluates borrowers’ current and forecasted future cash flows, their ability and
willingness to make current contractual or proposed modified payments, the value of the underlying collateral, the possibility of obtaining additional security
or guarantees, and the potential costs related to a repossession or foreclosure and the subsequent sale of the collateral.
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TDRs may be classified as either accrual or nonaccrual loans. A loan on nonaccrual status and restructured as a TDR will remain on nonaccrual status until the
borrower has proven the ability to perform under the modified structure for a minimum of six months, and there is evidence that such payments can and are
likely to continue as agreed.

Performance prior to the restructuring, or significant events that coincide with the restructuring, are included in assessing whether the borrower can meet the new
terms and may result in the loan being returned to accrual status at the time of restructuring or after a shorter performance period. If the borrower’s ability to
meet the revised payment schedule is uncertain, the loan remains classified as a nonaccrual loan.

Premises and equipment, net — Premises and equipment are stated at cost less accumulated depreciation. Depreciation included in the operating expense is computed using the
straight-line method over the estimated useful lives of the related assets. Expenditures for new premises and equipment and major improvements are capitalized. Normal
costs of maintenance and repairs are charged to expense as incurred. Gains and losses on dispositions are included in non-interest expense.

Leases — The Company accounts for leases according to ASU 2016-02, Leases (Topic 842), and applies a right -of-use (“ROU”) model that requires a lessee to record, for all
leases with a lease term of more than 12 months, an asset representing its right to use the underlying asset and a liability to make lease payments. The Company elected
to apply the package of practical expedients permitting entities to not reassess: 1) whether any expired or existing contracts are or contain leases; 2) the lease
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classification for any expired or existing leases; and 3) initial direct costs for any existing leases. Additionally, as provided by ASU 2016-02, the Company elected to not
apply the recognition requirements of ASC 842 to
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short-term leases, defined as leases with a term of twelve months or less, and to recognize the lease payments in net income on short-term leases on a straight-line basis over the
lease term.

Income taxes — Deferred income tax assets and deferred income tax liabilities represent the tax effect of temporary differences between financial reporting and tax reporting
measured at enacted tax rates in effect for the year in which the differences are expected to reverse. The Company recognizes only the impact of tax positions that, based
on their technical merits, are more likely than not to be sustained upon an audit by the taxing authority.

Developing the provision for income taxes, including the effective tax rate and analysis of potential tax exposure items, if any, requires significant judgment and expertise in federal
and state income tax laws, regulations and strategies, including the determination of deferred income tax assets and liabilities and any estimated valuation allowances
deemed necessary to value deferred income tax assets. Judgments and tax strategies are subject to audit by various taxing authorities. While the Company believes it
has no significant uncertain income tax positions in the consolidated financial statements, adverse determinations by these taxing authorities could have a material
adverse effect on the consolidated financial statements.

Transfer of financial assets — Transfers of financial assets are accounted for as sales, when control over the assets has been surrendered. Control over transferred assets is
deemed to be surrendered when: 1) the assets have been isolated from the Company, 2) the transferee obtains the right (free of conditions that constrain it from taking
advantage of that right) to pledge or exchange the transferred assets, and 3) the Company does not maintain effective control over the transferred assets through an
agreement to repurchase them before their maturity.

SBA servicing asset, net — Servicing assets are recognized as separate assets when servicing rights are acquired through sale of financial assets. For sales of SBA loans, or
portions of SBA loans, with servicing retained, a portion of the cost of originating the loan is allocated to the servicing asset based on relative fair value. Fair value is
based on a valuation model that calculates the present value of estimated future servicing income. Servicing assets are subsequently measured using the amortization
method which requires servicing assets to be amortized into non-interest income in proportion to, and over the period of, estimated future net servicing income of the
underlying loans. The SBA servicing asset is carried at the lower of cost or market value.

The SBA servicing asset is evaluated annually for impairment based on the fair value of the asset as compared to amortized cost. Capitalized servicing rights are stated separately
on the consolidated balance sheet and are amortized into non-interest income in proportion to, and over the period of, the estimated future net servicing income of the
underlying financial assets.

Servicing fee income, which is reported in the consolidated statements of income in SBA loan servicing fees, is recorded for fees earned for servicing loans. The fees are based on
a contractual percentage of the outstanding principal and recorded as income when earned. The amortization of servicing assets and changes in the valuation allowance
are netted against loan servicing income.
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Index Stock Repurchase Program
— On August 18, 2022, the Company announced that its Board of Directors (the “Board”) had authorized, effective August 16, 2022, a common stock repurchase program
to purchase up to 644,241 shares of the Company’s common stock in the aggregate. The repurchase program authorized the repurchase by the Company of its common
stock in open market transactions, including pursuant to a trading plan in accordance with Rule 10b-18 promulgated under the Securities Exchange Act of 1934, as
amended (the “Exchange Act”), or privately negotiated transactions. The authorization permitted management to repurchase shares of the Company’s common stock from
time to time at management’s discretion. Repurchases could also be made pursuant to a trading plan under Rule 10b5-1 under the Exchange Act, which would permit
shares to be repurchased when the Company might otherwise be precluded from doing so because of self-imposed trading blackout periods or other regulatory
restrictions. The actual means and timing of any shares purchased under the program depended on a variety of factors, including the market price of the Company’s
common stock, general market and economic conditions, and applicable legal and regulatory requirements. The repurchase program did not obligate the Company to
purchase any particular number of shares. As of December 31, 2023, the Company has repurchased a total of 644,241 shares for $5.9 million and retired them at cost
thereby completing the Company's share repurchase program.

Revenue from contracts Contracts with customers Customers — The Company applies the provisions of ASC 606, Revenue from Contracts with Customers (“ASC 606"). The
core principle of this standard is that a company should recognize revenue to depict the transfer of promised goods or services to customers in an amount that reflects the
consideration to which the company expects to be entitled in exchange for those goods or services. Services that the Company reports as part of non-interest income are
subject to ASC 606 and include fees from its deposit customers for transaction-based activities, account maintenance charges and overdraft services. Transaction-based
fees, such as ACH and wire transfer fees, overdraft, return

Index
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and stop payment charges, are recognized at the time such transactions are executed and the services have been fulfilled by the Company. The fees are typically withdrawn from
the customer’s deposit account balance. The Company also receives fees from third-parties in its Strategic Programs for setting up systems and procedures to efficiently
originate loans in a convenient, compliant and safe manner. Because the third-party simultaneously receives and benefits from the services, revenue is recognized evenly
over the term of the loan program. Program Fees received in connection with the Company’s Strategic Programs are recorded at the time services are provided.

Stock-based compensation — The Company accounts for all stock-based awards to employees and non-employees, including grants of stock options and restricted stock awards,
based on their respective grant date fair values. The Company estimates the fair value of stock option grants using the Black-Scholes option pricing model. Restricted
stock awards are valued based on the fair value of the Company’s common stock on the date of grant. The assumptions used in calculating the fair value of stock-based
awards represent management's best estimates and involve inherent uncertainties and the application of management's judgment. judgment and include consideration of
historical experience. Expected volatility is based on the Company's data for the expected option term.The risk free interest rate is based on the U.S. Treasury yield curve
in effect at the time of grant for periods corresponding with the expected life of the option. The Company expenses stock-based compensation related to stock options and
restricted stock over the requisite service period. The Company accounts for forfeitures of stock—based awards as they occur. Stock-based compensation expense
pertaining to employees is included in salaries and employee benefits on the income statement. Stock-based compensation expense related to directors and consultants
is included in other operating expenses on the income statement.

The table below summarizes the weighted average assumptions used in determining the Black-Scholes option pricing model for options granted during 20222023 and

2021:
2022 2021
Risk-free interest rate 3.10% 0.4%-1.3%
Expected term in years 55-6.5 5.0-75
Expected volatility 45.8% - 46.7 % 45.7% - 47.6 %
Expected dividend yield - -
2022:
2023 2022

Risk-free interest rate 3.68 % 3.10 %
Expected term in years 6 55-6.5
Expected volatility 442 % 45.8% - 46.7%

Expected dividend yield — -

Earnings per share (“EPS”) - Basic EPS is computed by dividing net earnings allocated to common shareholders by the weighted average number of common shares
outstanding. Diluted EPS is computed by dividing net earnings allocated to common shareholders by the weighted average number of common shares outstanding
adjusted to include the effect of potentially dilutive common shares. Potentially dilutive common shares include incremental common shares issuable upon exercise of
outstanding stock options and non-vested restricted common shares, that are not considered participating securities, using the treasury stock method.

The two-class method is used to determine earnings per share based on participation rights of participating securities in any undistributed earnings. Each unvested restricted share
granted by the Company to its employees that includes rights to participate in distributed earnings is considered a participating security and the Company uses the two-
class method to calculate net income available to the Company’s common shareholders per common share — basic and diluted.
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Stock Repurchase Program - On August 18, 2022, the Company announced that its Board of Directors (the “Board”) has authorized, effective August 16, 2022, a common stock
repurchase program to purchase up to 644,241 shares of the Company’s common stock in the aggregate. The repurchase program expires on August 31, 2024 but may
be limited or terminated at any time without prior notice. The repurchase program authorizes the repurchase by the Company of its common stock in open market
transactions, including pursuant to a trading plan in accordance with Rule 10b-18 promulgated under the Securities Exchange Act of 1934, as amended (the “Exchange
Act”), or privately negotiated transactions. The authorization permits management to repurchase shares of the Company’s common stock from time to time at
management’s discretion. Repurchases may also be made pursuant to a trading plan under Rule 10b5-1 under the Exchange Act, which would permit shares to be
repurchased when the Company might otherwise be precluded from doing so because of self-imposed trading blackout periods or other regulatory restrictions. The actual
means and timing of any shares purchased under the program will depend on a variety of factors, including the market price of the Company’s common stock, general
market and economic conditions, and applicable legal and regulatory requirements. The repurchase program does not obligate the Company to purchase any particular
number of shares. The Company has repurchased 120,000 shares for approximately $1.1 million as of December 31, 2022 and retired them at cost.

Off-balance sheet instruments - In the ordinary course of business, the Company has entered into off-balance sheet financial instrument arrangements consisting of commitments
to extend credit. Such financial instruments are recorded in the consolidated financial statements when they are funded. They involve, to varying degrees, elements of
credit risk in excess of amounts recognized in the consolidated balance sheet. Losses would be experienced when the Company is contractually obligated to make a
payment under these instruments and must seek repayment from the borrower, which may not be as financially sound in the current period as they were when the
commitment was originally made. Commitments to extend credit are agreements to lend to a customer as long as there is no violation of any condition established in the
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contract. Commitments generally have fixed expiration dates or other termination clauses and may require payment of a fee. The Company enters into credit
arrangements that generally provide for the termination of advances in the event of a covenant violation or other event of default.

Since many of the commitments are expected to expire without being drawn upon, the total commitment amounts do not necessarily represent future cash requirements. The

Index

Company evaluates each customer’s creditworthiness on a case-by-case basis. The amount of collateral obtained, if deemed necessary by the Company upon extension
of credit, is based on

management'’s credit evaluation of the party. The commitments are collateralized by the same types of assets used as loan collateral.

The Company records a reserve on its unfunded loan commitments which is included within "other liabilities" on the Consolidated Balance Sheets. The estimate of credit
loss incorporates assumptions for both the likelihood and amount of funding over the estimated life of the commitments, including adjustments for current conditions and
reasonable and supportable forecasts. Management periodically reviews and updates its assumptions for estimated funding rates.

Segment reporting Reporting — The Company operates as one operating segment. Operating segments are defined as components of an enterprise for which a business where

Index

separate financial information is available and evaluated regularly by the chief operating decision maker (“CODM" makers ("CODMs"), consisting of the Company’s chief
executive officer, in deciding how to allocate resources and in assessing performance. ASC Topic 280, Segment Reporting, requires information to be reported about a
company's operating segments using a "management approach"”, meaning it is based on the way management organizes segments internally to make operating decisions
and assess the Company’s financial and operational performance. In addition, the Company’'s CODM evaluates the Company’s financial information and resources and
assesses the performance of these resources Based on a consolidated basis. As a result, management has determined that the Company’s business operates in a single
operating segment. Since this guidance, the Company operates as has one reportable operating segment, all required financial segment information can be found in the
consolidated financial statements. Bank.
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Recent Recently adopted accounting pronouncements

In June 2016,0n January 1, 2023, the FASB issued Company adopted ASU 2016-13, Financial Instruments — Credit Losses (Topic 326) Topic 326. The ASU sets forth a “current

expected credit loss” (CECL) model which requiresreplaced the Company to measure all expected credit lossesincurred loss methodology with CECL for financial
instruments held measured at amortized cost and other commitments to extend credit. CECL requires the reporting date based onimmediate recognition of estimated
credit losses expected to occur over the estimated remaining life of the asset. The forward-looking concept of CECL requires loss estimates to consider historical
experience, current conditions and reasonable and supportable forecasts. This replaces economic forecasts of future events and circumstances.

The Company adopted ASC 326 using the existing incurred loss model and is applicable to the measurement of credit losses on modified retrospective method for all financial

assets measured at amortized cost available-for-sale debt securities and applies to certain off-balance sheet off-balance-sheet credit exposures. This ASU was initially
effective exposure. Results for fiscal yearsthe reporting periods beginning after December 15, 2019, including interim periods within those fiscal years, with early January
1, 2023 are presented under ASC 326. The adoption permitted. However, the FASB issued resulted in an ASU to delay adoption to January 1, 2023 for smaller reporting
companies with less than $250 millionincrease in public float as defined by the SEC's rules. The Company adopted this ASU effective January 1, 2023 and will apply the
amendment’s provisions as a cumulative-effect adjustment to retained earnings as of the date of adoption. In anticipation of the adoption of this ASC, the Company
formed a team that worked on an implementation plan to adopt the amendment and included developing policies, procedures, and internal controls over the model. The
Company continues to work with a software vendor to measure expected losses required by the amendment. Based on current model results, management estimates the
adoption of this ASU will result in a combined increase to its Allowance for Credit Loss and Reserve for Unfunded Loan Commitments of 2% to 5%. The increase is
primarily the result of an upward adjustment in the allowance allocated to the core portfolio as well as the retained partner portfolio and was offset by the lowering of
qualitative factors. The increase will be recorded as an adjustment to equity as of the adoption date. Based on the credit quality of our held-to-maturity debt security
portfolio, no allowance for credit losses is expected on loans of $0.3 million, a de minimis increase to be recorded atour allowance for unfunded commitments, and a net-
of-tax cumulative effect adjustment of $0.2 million to decrease the beginning balance of retained earnings.

The Company finalized the adoption on this portfolio.

of ASC 326 as of January 1, 2023 as detailed in the following table:

12/31/2023 1/1/2024
Pre-ASU 2016-13  Impact of ASU 2016- After ASU 2016-13

(% in thousands) adoption 13 adoption Adoption
Construction and land development $ 424 % 67) $ 357
Residential real estate 876 (58) 818
Residential real estate multifamily 3 1 4

Commercial real estate
Owner occupied 3,030 (532) 2,498
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Non-owner occupied 208 (42) 166

Commercial and industrial 339 (85) 254
Consumer 65 14 79
Commercial leases 339 (105) 234
Strategic Program loans 6,701 1,131 7,832
Total allowance for loan losses $ 11,985 $ 257 $ 12,242
Unfunded lending commitments — 26 26
Total allowance for credit losses $ 11,985 $ 283 $ 12,268

In March 2022,0n January 1, 2023, the FASB issued Company adopted ASU 2022-02, Financial Instruments —- Credit Losses (Topic 326): Troubled Debt Restructurings and

Index

Vintage Disclosures. These amendments eliminate the TDR recognition and measurement guidance and, instead, require that an entity evaluate (consistent
withwhich eliminated the accounting guidance for other loan modifications) whether the modification represents a new loan or a continuation of an existing loan. The
amendments also enhance existing troubled debt restructurings by creditors while enhancing disclosure requirements for certain loan refinancings and introduce new
requirements related to certain modifications of receivables made to borrowers restructurings by creditors when a borrower is experiencing financial difficulty. For public
business entities, these The amendments in the ASU also require that an entity disclose current-period gross write-offs writeoffs by year of origination for financing
receivables and net investmentinvestments in leases within the scope of Subtopic

326-20. ThisThe Company applied the amendments in this ASU prospectively. The adoption of ASU 2022-02 did not have a material impact on the consolidated financial

statements.

Recent accounting pronouncements

In December 2023, the FASB issued ASU 2023-09, Improvements to Income Tax Disclosures, which requires consistent categories and greater disaggregation of information in the

rate reconciliation and income taxes paid disaggregated by jurisdiction. The amendments are intended to address investors’ requests for income tax disclosures that
provide more information to help them better understand an entity’s exposure to potential changes in tax laws and the ensuing risks and opportunities and to assess
income tax information that affects cash flow forecasts and capital allocation decisions. The guidance also eliminates certain existing requirements related to uncertain tax
positions and unrecognized deferred tax. The guidance is effective on January 1, 2023, for annual periods beginning after December 15, 2024. The Company is evaluating
the same effective date aseffect that ASU 2016-13. The effects that the adoption of this amendment2023-09 will have on the Company’sits consolidated financial
statements and related disclosures.

In November 2023, the FASB issued ASU 2023-07, Segment Reporting (Topic 280): Improvements to Reportable Segment Disclosures. The amendments improve reportable

segment disclosure requirements, primarily through enhanced disclosures about significant segment expenses. In addition, the amendments enhance interim disclosure
requirements, clarify circumstances in which an entity can disclose multiple segment measures of profit or loss, provide new segment disclosure requirements for entities
with a single reportable segment, and contain other disclosure requirements. The purpose of the amendments is not deemed to enable investors to better understand an
entity’s overall performance” and assess “potential future cash flows. The ASU applies to all public entities that are required to report segment information in accordance
with ASC 280. The amendments in ASU 2023-07 are effective for all public entities for fiscal years beginning after December 15, 2023 and interim periods within fiscal
years beginning after December 15, 2024. The Company is evaluating the effect that ASU 2023-06 will have on its consolidated financial statements and related
disclosures.

On October 9, 2023, the FASB issued ASU 2023-06, “Disclosure Improvements: Codification Amendments in Response to the SEC's Disclosure Update and Simplification of

Initiative.” ASU 2023-06 amends the disclosure or presentation requirements related to various subtopics in the FASB Accounting Standards Codification (the
“Codification”). The ASU was issued in response to the SEC’'s August 2018 final rule that updated and simplified disclosure requirements that the SEC believed were
“redundant, duplicative, overlapping, outdated, or superseded.” The new guidance is intended to align U.S. GAAP requirements with those of the SEC and to facilitate the
application of U.S. GAAP for all entities. ASU 2023-06 applies to all reporting entities within the scope of the amended subtopics. Note that some of the amendments
introduced by the ASU are technical corrections or clarifications of the FASB'’s current disclosure or presentation requirements. The effective date for each amendment of
ASU 2023-06 will be material.

the date on which the SEC’s removal of that related disclosure requirement from Regulation S-X or Regulation S-K becomes effective, with early adoption prohibited. The
Company will apply the amendments in ASU 2023-06 prospectively after the effective dates. The Company is evaluating the effect that ASU 2023-06 will have on its
consolidated financial statements and related disclosures.

Note 2 - Investments

Investment securities held-to-maturity, at cost

The Company's held-to-maturity ("HTM") investment portfolio consists of Agency mortgage-backed securities and Agency collateralized mortgage obligations. The

Company reports HTM securities on the Company's Consolidated Balance Sheets at carrying value which is amortized cost. The amortized cost, allowance for
credit losses, unrealized gains and losses, and estimated fair values of the Company’s held-to-maturity securities at December 31, 2022 December 31, 2023
and 2021, December 31, 2022, are summarized as follows:
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December 31, 2023

Amortized Allowance for Unrealized Unrealized Estimated
($ in thousands) Cost Credit Losses Gain Loss Fair Value
Mortgage-backed securities $ 6,959 $ — 3 — $ (817) $ 6,142
Collateralized mortgage obligations 8,429 — 4 (766) 7,667
Total securities held-to-maturity $ 15,388 $ — 3 4 3 (1,583) $ 13,809
December 31, 2022
Amortized Unrealized Unrealized Estimated
(% in thousands) Cost Gain Loss Fair Value
Mortgage-backed securities $ 14,292 $ 5 $ (1,569) 12,728
December 31, 2021
Amortized Unrealized Unrealized Estimated
($ in thousands) Cost Gain Loss Fair Value
Mortgage-backed securities $ 11,423 $ 23 3 (114) 11,332
December 31, 2022
Amortized Unrealized Unrealized Estimated
($ in thousands) Cost Gain Loss Fair Value
Mortgage-backed securities $ 8,087 $ 5 % (825) $ 7,267
Collateralized mortgage obligations 6,205 — (744) 5,461
Total securities held-to-maturity $ 14,292 $ 5 $ (1,569) $ 12,728

Credit Quality Indicators & Allowance for Credit Losses - HTM

Index

On January 1, 2023, the Company adopted ASU 2016-13, which replaced the legacy GAAP other-than-temporary impairment ("OTTI") model with a credit loss
model. ASU 2016-13 requires an allowance on lifetime expected credit losses on HTM debt securities but retains the concept from the OTTI model that credit
losses are recognized once securities become impaired. For HTM securities, the Company evaluates the credit risk of its securities on at least a quarterly
basis. The Company estimates expected credit losses on HTM debt securities on a collective basis by major security type. Accrued interest receivable on
HTM debt securities is excluded from the estimate of credit losses. At December 31, 2023 and at adoption of CECL on January 1, 2023, there was no ACL
related to HTM securities due to the composition of the portfolio which is generally considered to have minimal credit risk given the government guarantee

associated with these agencies.

The Company had nineteen securities, consisting of nine collateralized mortgage obligations and ten mortgage-backed securities, in an unrealized loss position at December 31,
2023 and seventeen securities, consisting of eight collateralized mortgage obligations and nine mortgage-backed securities, in an unrealized loss position at December
31, 2022, nine as summarized in an unrealized loss at December 31, 2021. the following tables:

December 31, 2023

(% in thousands)

Mortgage-backed securities $

Collateralized mortgage
obligations

Total securities held-to-
maturity $

(% in thousands)

Mortgage-backed securities $

Collateralized mortgage
obligations

Less than 12 months 12 Months or More Total
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses
680 $ ae) $ 5462 $ (802) $ 6,142 $ (817)
934 4) 4,812 (762) 5,746 (766)
1,614 $ (20) $ 10,274 $ (1,564) $ 11,888 $ (1,583)
December 31, 2022
Less than 12 months 12 Months or More Total
Unrealized Unrealized Unrealized
Fair Value Losses Fair Value Losses Fair Value Losses
2374 $ (190) $ 3,962 $ (635) $ 6,336 $ (825)
2,752 (96) 2,709 (648) 5,461 (744)
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Total securities held-to-
maturity $ 5126 $ (286) $ 6,671 $ (1,283) $ 11,797 $ (1,569)

December 31, 2022

Less than 12 months 12 Months or More Total
Unrealized Unrealized Unrealized
($ in thousands) Fair Value Losses Fair Value Losses Fair Value Losses
Mortgage-backed securities $ 5,126 $ (286) $ 6,671 $ (1,283) $ 11,797  $ (1,569)

Index
December 31, 2021
Less than 12 months 12 Months or More Total
Unrealized Unrealized Unrealized
($ in thousands) Fair Value Losses Fair Value Losses Fair Value Losses
Mortgage-backed securities $ 8,961 $ (114) s — 8 - $ 8,961 $ (114)

The amortized cost and estimated market value of debt securities at December 31, 2022 December 31, 2023 and 2021, December 31, 2022, by contractual maturity are shown
below. Actual maturities may differ from contractual maturities because borrowers may have the right to call or prepay obligations with or without call or prepayment

penalties.
December 31, 2022 December 31, 2021 December 31, 20Z8:cember 31, 2022
Estimated Estimated
Amortized Estimated Amortized Estimated Amortized Pairortized Fair
($ in thousands) Cost Fair Value Cost Fair Valy® in thousands) Cost Value Cost Value
Securities held-to- - i
Securities held-to-maturity maturity
Due in one year or less $ $ — $ — $ — =
Due after one year through five years — — — —
Due after five years through ten years 3,388 3,202 1,541 1,548
Due after ten years 10,904 9,526 9,882 9,784
Total Securities held-to-maturity $ 24,292 22,728 21,423 11,332

Total Securities held-to-maturity

At December 31, 2022 December 31, 2023, held-to-maturity securities in the amount of $12.4 million $13.8 million were pledged toas collateral for credit lines held by the Bank at
the Federal Reserve Bank of San Francisco as collateral for a credit line held by the Bank. Francisco. There were no sales or transfers of investment securities and no
realized gains or losses on these securities during the years ended December 31, 2022 December 31, 2023 or 2021.

2022.

FHLB stock

The Bank is a member of the FHLB system. Members are required to own FHLB stock of at least the greater of 1% 0.06% of FHLB membership asset value or 4.0% 4.50% of
outstanding FHLB advances. At December 31, 2022 December 31, 2023 and 2021, December 31, 2022, the Bank owned $0.4 million $0.2 million and $0.4 million,
respectively, of FHLB stock, which is carried at cost. The Company evaluated the carrying value of its FHLB stock investment at December 31, 2022 December 31, 2023
and determined that it was not impaired. This evaluation considered the long-term nature of the investment, the current financial and liquidity position of the FHLB,
repurchase activity of excess stock by the FHLB at its carrying value, the return on the investment from recurring and special dividends, and the Company'’s intent and
ability to hold this investment for a period of time sufficient to recover ourits recorded investment.

922

Index Index

Note 3 - Loans Held for Investment and Allowance for Loan Credit Losses

Loans are summarized as follows according to major risk category held for investment outstanding by general ledger classification as of December 31, 2022 December 31, 2023 and
2021: December 31, 2022, consisted of the following:

December 31,
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2022 2021

December
December 31, 31,
2023 2023 2022
($in a
‘$ in thousands) thousands)

SBA (1) $ 145,172 $ 142,392
Commercial leases

Commercial, non-real estate 11,484 3,428
Residential real estate 37,815 27,108
Strategic Program loans 47,848 85,850
Commercial real estate 12,063 2,436

Commercial real estate:
Owner occupied
Owner occupied
Owner occupied

Non-owner occupied

Consumer 5,808 4,574
Total loans $ 260,190 $ 265,788
Loans held-for-sale (23,589) (60,748)
Total loans held for investment $ 236,601 $ 205,040
Deferred loan costs (fees), net (399) 2,917
Allowance for loan losses (11,985) (9,855)

Deferred loan fees, net
Allowance for credit losses(2)
\et loans $ 224217  $ 198,102

(1) Included in the SBA loans held for investment above are $131.7 million and $49.5 million of loans guaranteed by the SBA as of December 31, 2023 and December 31,
2022, respectively.

(1) Included in the SBA loans held for investment above are $131.7 million and $49.5 million of loans guaranteed by the SBA as of December 31, 2023 and December 31,

2022, respectively.

(1) Included in the SBA loans held for investment above are $131.7 million and $49.5 million of loans guaranteed by the SBA as of December 31, 2023 and December 31,

2022, respectively.
(2) The Company
adopted ASU
2016-13 as of
January 1, 2023.
The 2022
amounts
presented are
calculated under

the prior
(2) The Company adopted ASU 2016-13 as of January 1, 2023. The 2022 amounts presented are calculated accounting
under the prior accounting standard. standard.

Strategic Program Loans — In 2016, the Company began originating loans with various third-party loan origination platforms that use technology and other innovative systems to
streamline the origination of unsecured consumer and secured or unsecured business loans to a wide array of borrowers within certain approved credit profiles. Loans issued by the
Company through these programs generally follow and are limited to specific predetermined underwriting criteria. The Company generally earns monthly minimum program fees
from these third parties. Based on the volume of loans originated by the Company related to each Strategic Program, an additional fee equal to a percentage of the loans generated
under the Strategic Program may be collected. The program fee is included within non-interest income on the Consolidated Statements of Income.

The Company generally retains the loans and/or receivables for a number of business days after origination before selling the loans and/or receivables to the Strategic Program
platform or another investor. Interest income is recognized by the Company while holding the loans. These loans are classified as held-for-sale on the balance sheet.

The Company may also hold a portion of the loans or receivable and sell the remainder directly to the Strategic Programs or other investors. The Company generally services the
loans originated through the Strategic Programs in consideration of servicing fees equal to a percentage of the loans generated under the Strategic Programs. In turn, the Strategic
Program service providers, subject to the Company’s approval and oversight, serve as sub-servicer and perform typical primary servicing duties including loan collections,
modifications, charging-off, reporting and monitoring.

Each Strategic Program establishes a “reserve” deposit account with the Company. The agreements generally require that the reserve account deposit balance does not fall below
an agreed upon dollar or percentage threshold related to the total loans currently outstanding as held for sale by the Company for the specific Strategic Program. If necessary, the
Company has the right to withdraw amounts from the reserve account to fulfill loan purchaser obligations created under the program agreements. Total cash deposits held in reserve
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by Strategic Programs at the Company at December 31, 2022 December 31, 2023 and 2021, December 31, 2022, was $16.6 million $29.8 million and $39.6 million $16.6 million,
respectively.
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Strategic Program loans retained and held-for-sale as of December 31, 2022 December 31, 2023 and 2021, December 31, 2022, are summarized as follows:

December 31, December 31,
2023 2022
($ in thousands)
Retained Strategic Program loans $ 19,408 $ 24,259
Strategic Program loans held-for-sale 47,514 23,589
Total Strategic Program loans $ 66,922 $ 47,848
December 31,
2022 2021
(% in thousands)
Retained Strategic Program loans $ 24,259 $ 25,102
Strategic Program loans held-for-sale 23,589 60,748
Total Strategic Program loans $ 47,848 $ 85,850

Allowance for Credit Losses

In determining the estimate for the allowance, the Bank segmented and aggregated the loan portfolio based on the Federal Deposit Insurance Corporation ("FDIC") Consolidated
Reports of Condition and Income ("Call Report") codes. The following pool segments identified as of December 31, 2023 are based on the CECL methodology:

($ in thousands)

Construction and land development $ 28,330
Residential real estate 51,428
Residential real estate multifamily 647

Commercial real estate:

Owner occupied 186,550
Non-owner occupied 15,354
Commercial and industrial 21,399
Consumer 10,989
Commercial leases 38,110
Retained Strategic Program loans 19,408
Total loans $ 372,215

The portfolio classes identified as of December 31, 2022 are based on the incurred loss methodology and are segmented by general ledger classification as detailed below.

($ in thousands)

SBA $ 145,172
Commercial leases 9,252
Commercial, non-real estate 2,232
Residential real estate 37,815
Retained Strategic Program loans 24,259
Commercial real estate 12,063
Consumer 5,808
Total loans $ 236,601
Changes
Index

Activity in the ALL are summarized ACL by common characteristic loan pools based on the CECL methodology was as follows:
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December 31, 2022

Commercial,
Non-Real Residential Strategic Commercial
($ in thousands) SBA Estate Real Estate Program Loans Real Estate Consumer Total
Beginning balance $ 2,739 132 352 $ 6,549 $ 21 $ 62 9,855
Charge-offs (392) — — (11,948) — (66) (12,406 )
Recoveries 66 2 — 885 — 64 1,017
Provision for loan and
lease losses 1,881 267 145 11,215 6 5 13,519
Balance at end of year $ 4,294 401 497 $ 6,701 $ 27 $ 65 11,985
Ending balance individually
evaluated for impairment = = = = = = =
Ending balance collectively
evaluated for impairment $ 4,294 401 497 $ 6,701 27 $ 65 11,985
Loans receivable $ 145,172 11,484 37,815 $ 24,259 $ 12,063 $ 5,808 236,601
Ending balance individually
evaluated for impairment 450 — — — — — 450
Ending balance collectively
evaluated for impairment $ 144,722 11,484 37,815 $ 24,259 $ 12,063 $ 5,808 236,151
Years Ended December 31, 2023
Provision
Beginning Impact of ASU 2016- (Reversal) of
($ in thousands) Balance 13 adoption Credit Losses Charge-Offs Recoveries Ending Balance
Construction and land development $ 424 3 ©67) $ 41) $ — $ — 3 316
Residential real estate 876 (58) 273 (225) 90 956
Residential real estate multifamily 3 1 2 — — 6
Commercial real estate:
Owner occupied 3,030 (532) 1,551 (714) 1 3,336
Non-owner occupied 208 (42) (262) — 378 282
Commercial and industrial 339 (85) 558 (472) 21 361
Consumer 65 14 198 (68) 2 211
Commercial leases 339 (105) 121 — — 355
Retained Strategic Program loans 6,701 1,131 9,124 (10,946) 1,054 7,065
Total allowance for loan losses $ 11,985 $ 257 $ 11,525 $ (12,425) $ 1546 $ 12,888
Unfunded lending commitments — 26 113 — — 139
Total allowance for credit losses $ 11,985 $ 283 $ 11,638 $ (12,425) $ 1546 $ 13,027

94 Activity in the allowance for loan losses by general ledger classification based on the incurred loss methodology was as follows:

(% in thousands)

SBA

Commercial leases

Commercial, non-real estate
Residential real estate

Retained Strategic Program loans
Commercial real estate

Consumer

Total allowance for loan losses

Index
December 31, 2021

($ in thousands)

Years Ended December 31, 2022

Beginning Provision of Loan
Balance Losses Charge-Offs Recoveries Ending Balance
2,739 $ 1,881 $ (392) $ 66 $ 4,294
56 289 — — 345
76 (22) — 2 56
352 145 — — 497
6,549 11,215 (11,948) 885 6,701
21 6 — — 27
62 5 (66) 64 65
9,855 $ 13,519 $ (12,406) $ 1,017 $ 11,985
Commercial,
Non-Real Residential Strategic Commercial
SBA Estate Real Estate Program Loans Real Estate Consumer Total
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Beginning balance $ 920 $ 232 $ 855 $ 4,111 $ 19 $ 62 $ 6,199

Charge-offs (154) (63) — (4,684) — 4) (4,905)
Recoveries 46 103 — 372 — 1 522
Provision (recapture) for

loan and lease losses 1,927 (140) (503) 6,750 2 3 8,039
Balance at end of year $ 2,739 $ 132 $ 352 $ 6,549 $ 21 $ 62 $ 9,855

Ending balance individually
evaluated for impairment = = — — — — —

Ending balance collectively

evaluated for impairment $ 2,739 $ 132 $ 352 $ 6,549 $ 21 $ 62 $ 9,855
Loans receivable $ 142,392 $ 3,428 $ 27,108 $ 25,102 $ 2,436 $ 4,574 $ 205,040
Ending balance individually

evaluated for impairment 972 — — — — — 972
Ending balance collectively

evaluated for impairment $ 141,420 $ 3,428 $ 27,108 $ 25,102 $ 2,436 $ 4,574 $ 204,068

The following tables summarize impaired loans as of December 31, 2022 and 2021:

December 31, 2022

Unpaid Average
Recorded Principal Related Recorded Interest Income
Investment Balance Allowance Investment Recognized

($ in thousands)

With no related allowance recorded
SBA $ 450 $ 450 $ — $ 711 $ 36
Commercial, non-real estate — — — — _
Residential real estate — = = — —
Strategic Program loans — = — — —
Commercial real estate — — = — —
Consumer — — — — —

Total $ 450 $ 450 $ — $ 711 $ 36

95/ndex

The following table presents the loan balances by portfolio class, based on impairment method, and the corresponding balances in the allowance as of December 31, 2022. For the
year ended December 31, 2022, the allowance was calculated based on the incurred loss methodology.

Allowance for Loan Losses Portfolio Loan Balances
Individually Collectively Individually Collectively

(% in thousands) Evaluated Evaluated Total Evaluated Evaluated Total

SBA $ — % 4294 $ 4294 $ 450 $ 144,722  $ 145,172
Commercial leases — 345 345 — 9,252 9,252
Commercial, non-real estate — 56 56 — 2,232 2,232
Residential real estate — 497 497 — 37,815 37,815
Retained Strategic Program loans — 6,701 6,701 — 24,259 24,259
Commercial real estate — 27 27 — 12,063 12,063
Consumer — 65 65 — 5,808 5,808
Total loans $ — % 11,985 $ 11,985 $ 450 $ 236,151 $ 236,601

Index The following_table presents, under previously applicable GAAP, loans individually evaluated for impairment as of
December 31, 2022:

Unpaid Average Interest
Recorded Principal Related Recorded Income
Investment Balance Allowance Investment Recognized
($ in thousands)
With no related allowance recorded
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SBA

Commercial leases

Commercial, non-real estate

Residential real estate

Retained Strategic Program loans

Commercial real estate
Consumer

Total

December 31, 2021

($ in thousands)

With no related allowance recorded

SBA

Commercial, non-real estate

Residential real estate
Strategic Program loans
Commercial real estate
Consumer

Total

Index

December 31, 2022

(% in thousands)

SBA

Commercial, non-real estate
Residential real estate
Strategic Program loans
Commercial real estate
Consumer

Total

December 31, 2021

($ in thousands)

SBA

Commercial, non-real estate
Residential real estate
Strategic Program loans
Commercial real estate
Consumer

Total

$ 450 $ 450 $ — $ 711 3% 36
$ 450 $ 450 $ — 3 711 $ 36
Unpaid Average
Recorded Principal Related Recorded Interest Income
Investment Balance Allowance Investment Recognized
972 $ 972 $ — $ 945 $ 47
— — — 189 —
972 $ 972 $ — $ 1,134 $ 47
For the years ending December 31, 2022 and 2021, there were no impaired loans with an allowance recorded.
Nonaccrual and past due loans are summarized below as of December 31, 2022 December 31, 2023 and 2021: December 31, 2022:
90+ Days
Past Due &
30-59 Days 60-89 Days Still Total
Current Past Due Past Due Accruing Past Due Non-Accrual Total
$ 144,803 $ 369 $ — $ — $ 369 $ — 145,172
11,484 — — — — — 11,484
37,387 428 — — 428 — 37,815
45,669 1,184 802 193 2,179 — 47,848
12,063 — — — — — 12,063
5,776 32 — — 32 — 5,808
$ 257,182 $ 2,013 $ 802 $ 193 $ 3,008 $ — 260,190
90+ Days
Past Due &
30-59 Days 60-89 Days Still Total
Current Past Due Past Due Accruing Past Due Non-Accrual Total
$ 141,488 $ 247 $ = $ = $ 247 $ 657 142,392
3,428 — — — — — 3,428
27,108 — — — — — 27,108
84,065 1,041 690 54 1,785 — 85,850
2,436 — — — — — 2,436
4,554 20 — — 20 — 4,574
$ 263,079 $ 1,308 $ 690 $ 54 $ 2,052 $ 657 265,788
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December 31, 2023
Loans Past Due and Still Accruing

30-89
Days Non-
Past 90 Days Accrual Loans Non-Accrual
(% in thousands) Due and Greater Total with no ACL(1) Loans with ACL  Current Loans Total Loans
Construction and land development $ 1,648 $ 297 $ 1,945 $ — 3 — 3 26,385 $ 28,330
Residential real estate 23 — 23 1,585 — 49,820 51,428
Residential real estate multifamily — — — — — 647 647
Commercial real estate: —
Owner occupied — — — 21,643 640 164,267 186,550
Non-owner occupied — — — 2,362 — 12,992 15,354
Commercial and industrial — — — 282 — 21,117 21,399
Consumer 81 47 128 — — 10,860 10,989
Commercial leases — — — — — 38,110 38,110
Retained Strategic Program loans 1,953 96 2,049 — — 17,359 19,408
Total $ 3,705 $ 440 $ 4,145 $ 25872 $ 640 $ 341,558 $ 372,215

(1) Included in the nonaccrual loan balances are $15.0 million of SBA 7(a) loan balances guaranteed by the SBA.

96
December 31, 2022
90+ Days
30-59 60-89 Past Due
Days Days & Total
Due Due Still Past Non-
(% in thousands) Current Due Due Accruing Due Accrual Total
SBA $ 143,733 $ 1439 $ — 3 — 3 1439 $ — 3 145,172
Commercial leases 9,252 — — — — — 9,252
Commercial, non-real estate 2,232 — — — — — 2,232
Residential real estate 37,387 428 — — 428 — 37,815
Retained Strategic Program loans 22,080 1,184 802 193 2,179 — 24,259
Commercial real estate 12,063 — — — — — 12,063
Consumer 5,776 32 — — 32 — 5,808
Total $ 232,523 $ 3,083 $ 802 $ 193 $ 4,078 $ — $ 236,601

Index

The amount of There was no interest income for the years ended December 31, 2022 December 31, 2023 and 2021, 2022, recognized on nonaccrual loans. The amount of accrued
interest for the years ended December 31, 2023 and 2022, that was not recorded reversed against interest income on nonaccrual loans was approximately $0.1 million$0.7 million
and $0.1 millionzero, respectively.

The allowance for credit losses represents management's estimate of lifetime credit losses inherent in loans as of the balance sheet date. The allowance for credit losses is
estimated by management using relevant available information, from both internal and external sources, relating to past events, current conditions, and reasonable and supportable
forecasts. The Bank measures expected credit losses for loans on a pooled basis when similar risk characteristics exist. Generally, collectively assessed loans are grouped by Call
Report code and then risk grade grouping.

Index

In addition to past due and nonaccrual status criteria, the Company also evaluates loans using a loan grading system. Internal loan grades are based on current financial
information, historical payment experience, and credit documentation, among other factors. Performance-based grades are summarized below:

Pass (Loan Grades 1-4) — A Pass asset is higher quality and does not fit any of the other categories described below. The likelihood of loss is considered believed to be remote.

Watch —A Watch asset may be a larger loan or one that places a heavier reliance on collateral due to the relative financial strength of the borrower. The assets may be maintenance
intensive requiring closer monitoring. The obligor is believed to have an adequate primary source of repayment.
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Special Mention (Loan Grade 5)- —A Special Mention asset has potential weaknesses that may be temporary or, if left uncorrected, may result in a loss. While concerns exist, the
Company believes that it is currently protected against a default and loss is considered unlikely and not imminent.

Classified Substandard (Loan Grade 6)— —A Substandard asset is believed to be inadequately protected by the current sound worth and paying capacity of the obligor or of the
collateral pledged, if any. Assets so classified have well defined identified weaknesses and are characterized by the distinct possibility that the Company may sustain some loss if
deficiencies are not corrected.

Classified Doubtful Not Rated (Loan Grade 7)— —For certain Strategic Program and consumer loans, A Doubtful asset has all the weaknesses inherent in a Substandardasset with
the added characteristics that the weaknesses make collection or liquidation in full highly questionable.

Classified Loss (Loan Grade 8) — A loss loan has an existing weakness or weaknesses that render the loan uncollectible and of such little value that continuing to carry as an asset
on the Bank’s book is not warranted. This classification does not mean that the loan has absolutely no recovery or salvage value, but rather it is not practical nor desirable to defer
writing off this basically worthless asset, even though partial recovery may be affected in the future.

The Company does not currently grade retained Strategic Program evaluate and risk rate the loansdue in the same manner as other loans in the Company’s portfolio. The Not
Rated loans are typically homogenous, smaller dollar balances approved using abridged underwriting methods that allow the Company to their small balances streamline the loan
approval process and homogenous nature. increase efficiency. Credit quality for Strategic Program loans is highly correlated with delinquency levels.

The Strategic Program following table presents the ending balances of the Company's loan and lease portfolio including non-performing loans are evaluated collectively for
impairment.

Outstanding loan balances categorized by these class of receivable and originating year and considering certain credit quality indicators as of the date indicated along with gross
chargeoffs for the year ended December 31, 2023:

Revolving
December 31, 2023 2023 2022 2021 Prior Loans Total
(% in thousands)
Construction and land development
Pass $ 12919 $ 10,345 $ 4,354 $ 97 $ — $ 27,715
Watch — — — — — —
Special Mention — — — — — —
Substandard — 615 — — — 615
Total 12,919 10,960 4,354 97 — 28,330
Current period gross writeoff — — — — — —
Residential real estate
Pass 2,209 874 1,480 2,947 2,249 9,759
Watch 23,614 12,399 1,661 2,035 — 39,709
Special Mention — — 208 11 — 219
Substandard — 1,585 — 156 — 1,741
Total 25,823 14,858 3,349 5,149 2,249 51,428
Current period gross writeoff — (121) — (104) — (225)
Residential real estate multifamily
Pass 278 263 80 — — 621
Watch — — — 26 — 26
Special Mention — — — — — —
Substandard — — — — — —
Index
Total 278 263 80 26 — 647
Current period gross writeoff — — — — — —
Commercial real estate owner occupied
Pass 12,566 1,234 854 12,207 — 26,861
Watch 62,360 53,832 11,871 7,654 — 135,717
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Special Mention — 192 — 1,498 — 1,690

Substandard 16,466 3,712 1,066 1,038 — 22,282
Total 91,392 58,970 13,791 22,397 — 186,550
Current period gross writeoff (318) (21) 97) (278) — (714)

Commercial real estate hon-owner occupied

Pass 2,805 1,294 — 419 — 4,518
Watch 4,382 2,635 1,223 234 — 8,474
Special Mention — — — — — —
Substandard — 2,362 — — — 2,362
Total 7,187 6,291 1,223 653 — 15,354

Current period gross writeoff — — — — — _

Commercial and industrial

Pass 2,090 601 744 821 31 4,287
Watch 10,157 4,600 764 930 — 16,451
Special Mention — — — 8 — 8
Substandard 260 — — 393 — 653
Total 12,507 5,201 1,508 2,152 31 21,399
Current period gross writeoff 87) (114) (122) (149) — (472)
Consumer
Pass 7,792 1,975 637 558 2 10,964
Watch 24 — — 1 — 25
Special Mention — — — — — —
Substandard — — — — — —
Total 7,816 1,975 637 559 2 10,989
Current period gross writeoff ?3) (5) (53) @) — (68)

Commercial leases

Pass 31,313 6,559 — 238 — 38,110
Watch — — — — — —
Special Mention = — — — — _
Substandard — — — — — _
Total 31,313 6,559 — 238 — 38,110

Current-period gross writeoffs — — — — — _

Retained Strategic Program loans
Pass — — — — — —
Watch — — — — — —

Index

Special Mention — — — — — —

Substandard — — — — — —
Not Rated 14,506 3,609 1,292 1 — 19,408
Total 14,506 3,609 1,292 1 — 19,408
Current-period gross writeoffs (3,773) (6,154) (1,017) ) — (10,946)
Total portfolio loans receivable, gross 203,741 108,686 26,234 31,272 2,282 372,215
Total current-period gross writeoffs (4,181) (6,415) (1,289) (540) = (12,425)
Commercial

The following table presents the ending balances of the Company's loan and lease portfolio including non-performing loans by class of receivable and considering certain credit
quality indicators as of the date indicated:

REFINITIV CORPORATE DISCLOSURES | www.refinitiv.com | Contact Us 108/163
©2024 Refinitiv. All rights reserved. Republication or redistribution of Refinitiv content, including by framing or similar means, is prohibited without the prior written R E F I N I T I V I ‘

consent of Refinitiv. 'Refinitiv' and the Refinitiv logo are registered trademarks of Refinitiv and its affiliated companies.


https://www.refinitiv.com/
https://www.refinitiv.com/en/contact-us

December 31, 2022

($ in thousands)
SBA
Commercial leases
Commercial, non-real estate
Residential real estate
Commercial real estate
Consumer

Not Risk Graded
Retained Strategic Program loans

Total

Special Classified/
Pass Mention Doubtful/Loss
Grade 1-4 Grade 5 Grade 6-8 Total
$ 144,149 $ 573 % 450 $ 145,172
9,252 — — 9,252
2,232 — — 2,232
37,815 — — 37,815
12,063 — — 12,063
5,808 — — 5,808
24,259
$ 211,319 $ 573 $ 450 $ 236,601

Effective January 1, 2023 loan modifications to borrowers experiencing financial difficulty are summarized required to be disclosed by type of modification and by type of loan. Prior
accounting guidance classified loans which were modified as follows troubled debt restructurings (“TDRs") only if the modification reflected a concession from the lender in the form
of a below market interest rate or other concession in addition to borrower financial difficulty. Under the new guidance (ASU 2022-02), loans with modifications made after January
1, 2023, will be reported under the new loan modification guidance whether a concession is made or not. As of January 1, 2023, the Company has ceased to recognize or measure
new TDRs but those existing at December 31, 2022 and 2021: will remain until settled.

In the year ended December 31, 2023 there was one material loan modification reportable under the new guidance. This loan was current as of December 31, 2023.

December 31, 2022

Special Classified/
Pass Mention DoubtfullLoss
($ in thousands) Grade 1-4 Grade 5 Grade 6-8 Total
SBA $ 144,149 $ 573 $ 450 $ 145,172
Commercial, non-real estate 11,484 — — 11,484
Residential real estate 37,815 — — 37,815
Commercial real estate 12,063 — — 12,063
Consumer 5,808 — — 5,808
Not Risk Graded
Strategic Program loans _ 47,848
Total at December 31, 2022 $ 211,319 $ 573 $ 450 $ 260,190
As of December 31, 2023
($ in thousands) Principal deferment (Months) Outstanding Balance
Residential real estate 12 months $ 156
97index
Index
December 31, 2021
Special Classified/
Pass Mention DoubtfullLoss
($ in thousands) Grade 1-4 Grade 5 Grade 6-8 Total
SBA $ 139,985 $ 1,435 $ 972 $ 142,392
Commercial, non-real estate 3,382 46 — 3,428
Residential real estate 27,108 — — 27,108
Commercial real estate 2,436 — — 2,436
Consumer 4,574 — — 4,574
Not Risk Graded
Strategic Program loans _ 85,850
Total at December 31, 2021 $ 177,485 $ 1,481 $ 972 $ 265,788
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There were no loans Loans modified and recorded as TDRs during the years ended TDR’s at December 31, 2022, and 2021. Loans classified as TDRs, consistconsist of the

following at following:

Pre- Post-
Modification Modification
Number Outstanding Outstanding
of Recorded Recorded
($ in thousands) Contracts Investment Investment
December 31, 2022
SBA 1% 377 $ 377
Total at December 31, 2022 1% 377 $ 377
The amount of SBA loans as of December 31, 2022 and 2021: includes $0.3 million of SBA 7(a) loan balances that are guaranteed by the SBA.
Pre- Post-
Modification Modification
Outstanding Outstanding
Number of Recorded Recorded
($ in thousands) Contracts Investment Investment
December 31, 2022
SBA 1 $ 94 $ 94
December 31, 2021
SBA 2 $ 106 $ 106
Non-Accrual
SBA 1 $ 25 $ 25

At December 31, 2022 and 2021, , there were no commitments to lend additional funds to debtors whose loan terms have been modified in a TDR. There was one principal charge-
off recorded related to TDRs during the year ended December 31, 2022 for $0.01 million. There were no principal charge-offs recorded related to TDRs during a de minimis amount.

During the year ended December 31, 2021.
During 2022, December 31, 2022, there were no loan modifications to TDRs. Separately, one restructured loan incurred a default within twelve 12 months of the restructure date
and during the year ended December 31, 2022. This same loan was paid in full including with interest during 2022. During 2021, one restructured on June 2, 2022.

Collateral-Dependent Financial Loans

A collateral-dependent financial loan incurred a default within twelve months relies substantially on the operation or sale of the restructure date collateral for repayment. In evaluating
the overall risk associated with a loan, the Company considers (1) character, overall financial condition and was paid in full including interest during 2021.

resources, and payment record of the borrower; (2) the prospects for support from any financially responsible guarantors; and (3) the nature and degree of protection provided by
the cash flow and value of any underlying collateral. The loan may become collateral-dependent when foreclosure is probable or the borrower is experiencing financial difficulty and
its sources of repayment become inadequate over time. At such time, the Company develops an expectation that repayment will be provided substantially through the operation or
sale of the collateral.

98 The following tables present the allowance for credit losses and the amortized cost basis of collateral-dependent loans by class of loans as of the dates indicated:

($ in thousands) Collateral Type

Allowance for

As of December 31, 2023 Credit Losses Real Estate Personal Property Total
Construction and land development $ — $ 615 $ — 3 615
Residential real estate — 1,585 — 1,585
Commercial real estate:

Owner occupied 45 21,643 — 21,643

Non-owner occupied — 2,362 — 2,362
Commercial and industrial — — 282 282
Total $ 45 $ 26,205 $ 282 % 26,487
Index
The amount of collateral-dependent SBA loans as of December 31, 2023 include $15.0 million of SBA 7(a) loan balances that are guaranteed by the SBA.
COVID-Related Loan Deferments
($ in thousands) Collateral Type
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As of December 31, 2022 Real Estate Personal Property Total

Commercial real estate $ 1,426 $ — % 1,426

As discussed in Note 1, the federal banking agencies issued guidance in March 2020 that short -term modifications (for example, six months) made to a borrower affected by the
COVID -19 pandemic does not need to be identified as a TDR if the loan was current at the time

Index

The amount of modification. This relief applies to loan modifications executed between March 1, 2020 and January 1, 2022. The CARES Act also addressed COVID-19 related
modifications and specified that such modifications made on collateral-dependent SBA loans that were current as of December 31, 2019 are not TDRs. None of these modifications
were on deferment status as of December 31, 2022 and 2021. include $1.1 million of SBA 7(a) loan balances that are guaranteed by the SBA.

Note 4 - Premises and Equipment

Premises and equipment at December 31, 2022 December 31, 2023 and 2021, 2022, consist of the following:

December 31,

2022 2021

($ in thousands)
Leasehold improvements $ 3,720 $ 80

Furniture, fixtures, and equipment (1) 6,501 2,219
Construction in progress 1,514 2,333
Total premises and equipment $ 11,735 $ 4,632
Less accumulated depreciation (2,257) (1,347)
Premises and equipment, net $ 9,478 $ 3,285

Commercial Operating Leases

(1) The Furniture, fixtures, and equipment include commercial operating leases of $2.8 million issued during the year ended 2022. Net book value of the operating leases as of
December 31, 2023 and December 31, 2022 was $2.7 million.

Depreciation expense was approximately $1.0 million $8.2 million and $0.3 million for the years ended December 31, 2022 and 2021, respectively. $2.7 million. Rental income from
operating leases for the years ended December 31, 2022 December 31, 2023 and 2022 was $1.3 million and $0.2 million., respectively. Depreciation expense for the related
premises and equipment was $1.0 million and $0.2 million for the years ended December 31, 2023 and 2022, respectively.

Lease Liabilities

The Company leases its facilities under noncancelable operating leases. Rent expense for the years ended December 31, 2023 and 2022 was $0.9 million and 2021 was $1.1
million'and $0.5 million, respectively. Future minimum annual undiscounted rental payments for these operating leases are as follows ($ in thousands):

Year Ended December 31, 2023 $ 850
Year Ended December 31, 2024 1,104
Year Ended December 31, 2025 1,086
Year Ended December 31, 2026 1,118
Year Ended December 31, 2027 1,152
Thereafter _ 2,203
Total E 7,513
Less present value discount : (493)
Operating lease liabilities § 7,020
99
Index
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Year Ended December 31, 2024
Year Ended December 31, 2025
Year Ended December 31, 2026
Year Ended December 31, 2027
Year Ended December 31, 2028
Thereafter
Total
Less present value discount

Operating lease liabilities

1,104
1,086
1,118
1,152
1,186
1,017
6,663

(367)
6,296

The Company entered into one lease during the year ended December 31, 2022 to provide additional space while the Murray office construction was completed. ASC 842 allows for
a short-term lease exception which the Company has chosen to does not apply due to the short-term period of this lease and immateriality. The tables below present information

regarding the Company’s lease assets and liabilities. Comparative periods and disclosures are not presented here due to adoption of ASC 842 on January 1, 2022.

Weighted-average remaining lease term — operating leases (in years)
Weighted-average discount rate — operating leases

Weighted-average remaining lease term — operating leases (in years)

Weighted-average discount rate — operating leases

Index

Supplemental cash flow information related to leases were as follows (in thousands):

($ in thousands)
Operating cash flows from operating leases

Right-of-use assets obtained in exchange for operating lease liabilities

The components of lease expense were as follows (in thousands):

‘in thousands)
Dperating leases
Operating leases
Operating leases
Operating lease cost
Operating lease cost
Dperating lease cost
/ariable lease cost
Dperating lease expense
Short-term lease rent expense

\let rent expense

Years Ended December 31,

2023 2022
5.8 6.7
1.9 % 1.9 %
Year Ended
December 31, 2022
6.7
19%
For the Years Ended
December 31,
2023 2022
$ 850 $ 1,928
— 7,380
Year Ended
December 31, 2022
For the For the
Years Years
Ended Ended
December December
31, 31,
2023 2023 2022
$ 1,044
16
1,060
38
$ 1,098
100
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Index
Note 5 - Deposits

Major classes of deposits at December 31, 2022 and 2021, are as follows:

December 31,
2022 2021

December
December 31, 31,

2023 2023 2022

'$ in thousands)

Demand

Demand
Jemand $ 129,563 $ 115,947
Savings 8,289 6,685
Vioney markets 10,882 31,076
Time certificates of deposit 94,264 98,184

Total deposits $ 242,998 $ 251,892

The aggregate amount that exceed the $250 thousand insurance limit of time deposits at December 31, 2023 and 2022 were $2.0 million and $1.7 million, respectively.

At December 31, 2022December 31, 2023, the scheduled maturities of time deposits are as follows ($ in thousands):

Year Ended December 31, 2024 $ 76,322
Year Ended December 31, 2025 11,434
Year Ended December 31, 2026 81,060
Year Ended December 31, 2027 3,049
Year Ended December 31, 2028 66,591
Thereafter 539

Total $ 238,995

Year Ended December 31, 2023 $ 57,721
Year Ended December 31, 2024 17,514
Year Ended December 31, 2025 9,314
Year Ended December 31, 2026 8,160
Year Ended December 31, 2027 1,555
Thereafter =

Total 94,264

Time deposits with balances equal or greater than $250,000 totaled $6.4 million and $3.7 million at December 31, 2022 and 2021, respectively.

Index

Note 6 - SBA Servicing Asset

The Company periodically sells portions of SBA loans and retains rights to service the loans. Loans serviced for others are not included in the accompanying balance sheet. The
unpaid principal balances of SBA loans serviced for others was $253.2 million and $318.6 million at December 31, 2023 and $210.2 million at December 31, 2022 and 2021, 2022,
respectively.

The following table summarizes SBA servicing asset activity for the periods indicated:

For the Years Ended December 31,

($ in thousands) 2022 2021
Beginning balance $ 3,938 $ 2,415
Additions to servicing asset 4,087 3,048
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Impairment of SBA servicing asset (1,728) (800)
Amortization of servicing asset (1,087) (725)
Ending balance $ 5,210 $ 3,938

The SBA servicing asset is carried at the lower or amortized cost or fair market value.

For the Years Ended
December 31,

($ in thousands) 2023 2022

Beginning balance $ 5210 $ 3,938
Additions to servicing asset 150 4,087
Recovery (impairment) of SBA servicing asset 376 (1,728)
Amortization of servicing asset (1,505) (1,087)

Ending balance $ 4231 $ 5,210

The fair market value of the SBA servicing asset as of December 31, 2022 December 31, 2023 and 2021, December 31, 2022, was $5.2 million $4.2 million and $3.9 million $5.2
million, respectively. Fair value Recovery or impairment adjustments to servicing rights are mainly due to market-based assumptions associated with discounted cash flows, loan
prepayment speeds, and changes in interest rates. A significant change in prepayments of the loans in the servicing portfolio could result in significant changes in the valuation
adjustments, thus creating potential volatility in the carrying amount of servicing rights. The SBA servicing asset recognized an impairment in the years ending December 31, 2022
and 2021.

101

Index

The Company assumed a weighted average prepayment rate of 14.24% 18.2%, weighted average term of 3.72 years, and a weighted average discount rate of 15.4% at December
31, 2023.

The Company assumed a weighted average prepayment rate of 14.2%, weighted average term of 4.45 years, and a weighted average discount rate of 18.79% 18.8% at December
31, 2022.

The Company assumed a weighted average prepayment rate of 14.37%, weighted average term of 4.02 years, and a weighted average discount rate of 11.38% at December 31,
2021.

Note 7 - Capital Requirements

The Bank is subject to various regulatory capital requirements administered by federal and State of Utah banking agencies (the regulators). Failure to meet minimum capital
requirements can initiate certain mandatory, and possibly additional discretionary, actions by regulators that, if undertaken, could have a direct material effect on the Bank’s financial
statements. Under capital adequacy guidelines and the regulatory framework for prompt corrective action, the Bank must meet specific capital guidelines that involve quantitative
measures of the Bank's assets, liabilities, and certain off -balance-sheet items as calculated under regulatory accounting practices. The Bank’s capital amounts and classification
are also subject to qualitative judgments by the regulators about components, risk -weighting, and other factors. Prompt corrective action provisions are not applicable to the bank
holding company.

Beginning January 1, 2020, the bank Bank qualified and elected to use the community bank leverage ratio (CBLR) framework for quantitative measures which requires the Bank to
maintain minimum amounts and ratios of Tier 1 capital to average total consolidated assets. Management believes, as of December 31, 2022 December 31, 2023 and December 31,
2021 December 31, 2022, that the Bank meets all capital adequacy requirements to which it is subject.

As of December 31, 2022 December 31, 2023 and 2021, December 31, 2022, the most recent notification from the FDIC categorized the Bank as well-capitalized under the
regulatory framework for prompt corrective action (there are no conditions or events since that notification that management believes have changed the Bank’s category). The
following table sets forth the actual capital amounts and ratios for the Bank and the minimum ratio and amount of capital required to be categorized as well-capitalized and
adequately capitalized as of the dates indicated.

Index

The Bank’s actual capital amounts and ratios are presented in the following table:

Well-Capitalized
Actual Requirement

($ in thousands) Amount Ratio Amount Ratio
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December 31, 2023

Leverage ratio (CBLR election) $ 116,108 207 % $ 50,441 9.0 %
December 31, 2022
Leverage ratio (CBLR election) $ 91,674 251% $ 32,898 9.0 %
Well-Capitalized
Actual Requirement

(% in thousands) Amount Ratio Amount Ratio
December 31, 2022

Leverage ratio (CBLR election) $ 91,674 251% $ 32,898 * 9.0 %
December 31, 2021

Leverage ratio (CBLR election) $ 65,503 17.7% $ 31,442 * 8.5 %

* On March 27, 2020 the CARES Act became law. Section 4012 Federal Reserve Board Regulations require maintenance of the CARES Act directs the agencies to issue an interim
final rule reducing the CBLR ratio requirement from9% to 8% for the last two quarters certain minimum reserve balances based on certain average deposits. The Bank had no
reserve requirements as of the year 2020, 8.5% for the calendar year 2021, December 31, 2023 and 9% thereafter.

December 31, 2022.

The Federal Reserve’s policy statement and supervisory guidance on the payment of cash dividends by a Bank Holding Company (“BHC”), such as FinWise Bancorp, expresses the
view that a BHC should generally pay cash dividends on common stock only to the extent that (1) the BHC'’s net income available over the past year is sufficient to cover the cash
dividend, (2) the rate of earnings retention is consistent with the organization’s expected future needs and financial condition, and (3) the minimum regulatory capital adequacy ratios
are met. Should an insured depository institution controlled by a bank holding company be “significantly undercapitalized” under the applicable federal bank capital ratios, or if the
bank subsidiary is “undercapitalized” and has failed to submit an acceptable capital restoration plan or has materially failed to implement such a plan, federal banking regulators (in
the case of the Bank, the FDIC) may choose to require prior Federal Reserve approval for any capital distribution by the BHC.
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In addition, since FinWise Bancorp is a legal entity separate and distinct from the Bank and does not conduct stand-alone operations, an ability to pay dividends depends on the
ability of the Bank to pay dividends to FinWise Bancorp and the FDIC and the Utah Department of Financial Institutions (“UDFI”) may, under certain circumstances, prohibit the
payment of dividends to FinWise Bancorp from the Bank. Utah corporate law also requires that dividends can only be paid out of funds legally available.

The Company has not paid any cash dividends on its common stock since inception and it currently has no plans to pay cash dividends in the foreseeable future. However, the
Company’s Board of Directors may declare a cash or stock dividend out of retained earnings provided the regulatory minimum capital ratios are met. The Company plans to
maintain capital ratios that meet the well-capitalized standards per the regulations and, therefore, would limit dividends to amounts that are appropriate to maintain those well-
capitalized regulatory capital ratios.

Note 8 - Commitments and Contingent Liabilities
Federal Home Loan Bank Secured Line of Credit

As of December 31, 2022 December 31, 2023 and 2021, December 31, 2022, the Bank’s available line of credit with the FHLB to borrow in overnight funds was $2.6 million $30.5
million and $4.1 million $2.6 million, respectively. All borrowings are short-term and the interest rate is equal to the correspondent bank’s daily federal funds purchase rate. As of
December 31, 2023 and December 31, 2022, no amounts were outstanding under the line of credit. Loans totaling $4.0 million $46.9 million and $5.4 million $4.0 million were
pledged to secure the FHLB line of credit as of December 31, 2022 December 31, 2023 and 2021, December 31, 2022, respectively.

Lines of Credit

At December 31, 2023 and December 31, 2022, wethe Bank had the ability to access $11.4 million and $10.6 million from the Federal Reserve Bank's Discount Window on a
collateralized basis. At December 31, 2023, the Bank had the ability to access $0.8 million from the Federal Reserve Bank’'s Bank Term Funding Program on a collateralized basis.
Through Zions Bank, the Bank had an available unsecured line available of $5.0 million and $1.0 million at December 31, 2023 and December 31, 2022. The Bank had an available
line of credit with Bankers’ Bank of the West to borrow up to $1.05 million $1.1 million in overnight funds. We funds at December 31, 2023 and December 31, 2022. The Bank had no
outstanding balances on the such unsecured or secured lines of credit as of December 31, 2023 and December 31, 2022.
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Paycheck Protection Program Liquidity Facility
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On April 20, 2020, the Bank was approved by the Federal Reserve to access its SBA Paycheck Protection Program Liquidity Facility (“PPPLF") through the discount window. The
PPPLF enables the Company to fund PPP Paycheck Protection Program ("PPP") loans without taking on additional liquidity or funding risks because the Company is able to pledge
PPP loans as collateral to secure extensions of credit under the PPPLF on a non-recourse basis. Borrowings under the PPPLF have a fixed-rate of 0.35%, with a term that matches
the underlying loans. The Bank pledged $1.0 million $0.2 million of PPP loans as eligible collateral under the PPPLF borrowing arrangement at December 31, 2021 December 31,
2023. The Bank pledged $0.3 million of PPP loans as eligible collateral under the PPPLF borrowing arrangement at December 31, 2022. The average outstanding borrowings were
$36.4 million $0.3 million during the year ended December 31, 2021 December 31, 2023 and $0.6 million during the year ended December 31, 2022.

Commitments to Extend Credit

In the ordinary course of business, the Bank has entered into commitments to extend credit to customers which have not yet been exercised. These financial instruments include
commitments to extend credit in the form of loans. Those instruments involve to varying degrees, elements of credit and interest rate risk in excess of the amount recognized in the
balance sheets.
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At December 31, 2022 December 31, 2023 and 2021, December 31, 2022, financial instruments with off-balance-sheet risk were as follows:

December 31,
($ in thousands) 2022 2021

Revolving, open-end lines of credit $ 1,683 $ 1,259

Commercial real estate 17,886 15,402

Other unused commitments 253 377

$ 19,822 $ 17,038

December 31, December 31,

($ in thousands) 2023 2022
Revolving, open-end lines of credit $ 1630 $ 1,683
Commercial real estate 17,421 17,886
Other unused commitments 724 253
$ 19,775 $ 19,822

Allowance for Credit Losses on Unfunded Commitments

The Company estimates expected credit losses over the contractual period in which the Company is exposed to credit risk via a contractual obligation to extend credit, unless that
obligation is unconditionally cancelable by the Company. The allowance for credit losses on unfunded commitments is included in other liabilities on the consolidated balance sheets
and is adjusted through a charge to provision for credit loss expense on the consolidated statements of income. The allowance for credit losses on unfunded commitments estimate
includes consideration of the likelihood that funding will occur and an estimate of expected credit losses on commitments expected to be funded over its estimated life. The
allowance for credit losses on unfunded commitments was $0.1 million as of December 31, 2023.

Note 9 - Investment in Business Funding Group, LLC

On December 31, 2019, the Company purchased from certain members of BFG a 10% membership interest in exchange for an aggregate of 950,784 shares of par value $0.001
Common Stock of the Company. The exchange was accounted for at fair value based on the fair value of the Company’s shares of approximately $3.5 million.

The Company’s 10% membership interests of BFG are comprised of Class A Voting Units representing 4.96% 4.7% of the aggregate membership interests of BFG and Class B
Non-Voting Units representing 5.04% 5.3% of the aggregate membership interests of BFG. The other existing members of BFG jointly own the remaining 90% of the outstanding
membership interests, on a fully-diluted basis — all of which membership interests are Class A Voting Units. Based on the Company’s accounting policy with respect to investments
in limited liability companies, the Company concluded that its level of ownership was indicative of significant influence and, as a result, the investment would be accounted for using
the equity method. However, the Company elected the fair value option for its investment due to cost-benefit considerations. The Company received distributions from BFG in the
amounts of $0.6 million $0.7 million and $0.9 million $0.5 million for the yearsyear ended December 31, 2022 December 31, 2023 and 2021, 2022, respectively. These distributions
were recorded in the Consolidated Balance Sheets Income Statement as decreases in the investment in BFG.

non-interest income.

On March 31, 2020, the Company entered into an agreement with BFG whereby the Company has the right of first refusal to purchase additional interests in BFG from any selling
members. Additionally, the Company was granted an option to purchase all, but not less than all, of the interests in BFG from the remaining members for an earnings multiple
between 10
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times and 15 times net profit based on the fiscal year ended immediately prior to the exercise of the option. The option period begins on January 1, 2021 and expires on January 1,
2028. In consideration of granting the first right of refusal and the option, BFG members received 270,000 warrants in the aggregate. The warrants have an exercise price of $6.67
per share and the warrants expire on March 31, 2028. The warrants are free-standing equity instruments and, as a result, are classified within equity at the fair value on the
issuance date. The fair value of the warrants was determined by our board of directors with input from management, relying in part upon valuation reports prepared by a third-party
valuation firm using a Black-Scholes option pricing model adjusted for a lack of marketability since the Company’s stock was not publicly traded. traded at that time. The resulting fair
value of the warrants was $0.19 per share.

On July 25, 2023, the Company entered into a Membership Purchase Agreement, as amended (the "Purchase Agreement") with BFG and four members of BFG ("Sellers").
Pursuant to the Purchase Agreement, the Company acquired an additional 10% non-voting ownership interest in BFG (the "Transaction"). On February 5, 2024, the Transaction was
consummated and the Company issued in the aggregate 339,176 shares of Common Stock of the Company, par value $0.001 per share, in a private placement to the Sellers in
exchange for their 10% aggregate non-voting ownership interest in BFG. When combined with the Company’s existing 5.3% non-voting ownership interest in BFG and, the
Company's existing 4.7% voting ownership interest, the Company has a 20% ownership interest in BFG, comprising a 4.7% voting ownership interest and a 15.3% non-voting
ownership interest.

For further discussion on the Company’s investment in BFG, see Note 1513 Related Parties. Parties and Note 19 Subsequent Events.

Note 10 - Stock-Based Compensation

Stock option plans

The Company utilizes stock-based compensation plans, as well as discretionary grants, for employees, directors and consultants to attract and retain the best available personnel
for positions of substantial responsibility, to provide additional incentives and to promote the success of the Company’s business.
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The 2019 Stock Option Plan (2019 Plan”) was adopted on June 20, 2019 following approval by the Company’s Board of Directors and shareholders. The 2019 Plan provides for the
issuance of non-statutory stock options and restricted stock to employees, directors and consultants as well asconsultants. The 2019 Plan also provides for the issuance of
incentive stock options only to employees. The 2019 Plan, originally authorized as amended, authorizes the issuance of 780,000 1,280,000 common shares but was later amended
on April 19, 2022 to increase the number of shares of the Company’s common stock available for awards under the 2019 Plan by 500,000 shares to 1,280,000 shares. This
amendment along with an amendment to change its name from the All West Bancorporation 2019 Stock Option Plan to the FinWise Bancorp 2019 Stock Option Plan was approved
by the Company’s shareholders at the Company’s 2022 Annual Meeting of Shareholders on June 9, 2022. The 2019 Plan will terminate as to future awards 10 years from the later
of the effective date or the earlier of the most recent Board or stockholder approval of an increase in the number of shares reserved for issuance under the 2019 Plan. At December
31, 2022 December 31, 2023, 621,472 333,853 shares are available for future issuance.

The 2016 Stock Option Plan (“2016 Plan”) was adopted on April 20, 2017 following approval by the Company’s Board of Directors and shareholders. The 2016 Plan provides for the
issuance of non-statutory stock options and restricted stock to employees, directors and consultants. The 2016 Plan also provides for the issuance of incentive stock options only to
employees. The 2016 Plan authorizes the issuance of 299,628 common shares. The 2016 Plan will terminate as to future awards 10 years from the later of the effective date or the
earlier of the most recent Board or stockholder approval of an increase in the number of shares reserved for issuance under the 2016 Plan. At December 31, 2022 December 31,
2023, 894 2,189 shares under 2016 Plan are available for future issuance.

The stock-based incentive awards for both the 2019 Plan and the 2016 Plan (collectively, the “Plans”) are granted at an exercise price not less than the fair market value of the
shares on the date of grant which is based on a Black-Scholes valuation model, in the case of options or based on the fair market value of the stock at the grant date, in the case of
restricted stock. Vesting of the options vary by employee or director and can have a term no more than 10 years, with the options generally having vesting periods ranging from 1 to
5 years. No shares had been granted under the 2016 Plan prior to 2018.

Under both Plans, if an award expires or becomes un-exercisable without having been exercised in full, or is surrendered pursuant to an exchange program, the unpurchased
shares that were subject thereto shall become available for future grant or sale under the Plans. However, shares that have actually been issued under the Plans, upon exercise of
an award, shall not be returned to the Plans and shall not become available for future distribution under the Plans, except that if unvested shares of restricted stock are repurchased
by the Company at their original purchase price, such shares shall become available for future grant under the Plans.
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Stock options

The following summarizes stock option activity for the years ended December 31, 2022 December 31, 2023 and 2021: 2022:
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Outstanding at December 31, 2020
Dptions granted
Dptions exercised
Dptions forfeited

Outstanding at December 31, 2021
Dptions granted
Dptions exercised
Jptions forfeited
Outstanding at December 31, 2022
Options vested and exercisable at December 31, 2022
Options granted
Options exercised
Options forfeited
Outstanding at December 31, 2023
Options vested and exercisable at December 31, 2023

Weighted

Weighted Average
Average Remaining Aggregate
Stock Exercise Contractual Intrinsic
Options Price Life (in years) Value
638,664 $ 3.54 86 $ 653,991
906,600 6.27 3.3
(86,676) 3.6 511,339
(596,100) 6.42 1,460,581
Stock
Options
862,488 $ 441 82 $ 8,088,660
89,415 13.04 9.9
(56,280) 4.62 393,534
(13,998) 4.40 124,874
881,625 $ 5.27 7.5 3,871,667
600,396 $ 4.47 7.3 2,878,478

Weighted

Weighted Average
Average Contractu
Stock Exercise Life (in
Options  Price years)

al Aggregate
Intrinsic
Value

The weighted average grant-date fair value of options per share granted during the years ended December 31, 2023 and 2022 was $6.26 $4.11 and $1.55 during 2022 and
2021, $6.26, respectively. The aggregate intrinsic value of options exercised during the years ended December 31, 2022 December 31, 2023 and 2021 were $0.39 million 2022 was
$0.1 million and $0.51 million $0.4 million, respectively. During the years ended December 31, 2023, and 2022 the Company received de minimis and $0.3 million, respectively, in
proceeds of approximately $0.3 million from the exercise of stock options and recognized a de minimis tax benefit from the exercise of stock options. options for both years. Upon
exercise of the stock options, the Company will issue new authorized shares.

Restricted stock Stock

The Company from time-to-time grants shares of restricted stock to key employees or directors. These awards typically hold service requirements over various vesting periods. The
value of the stock awarded is established as the fair market value of the stock at the time of the grant. The Company recognizes expense, equal to the total value of such awards,
ratably over the vesting period of the stock grants. All restricted stock agreements are conditioned upon continued employment. Termination of employment prior to a vesting date,
as described below, would terminate any interest in non-vested shares.

Nonvested Non-vested restricted stock for the years ended December 31, 2022 December 31, 2023, and 2021 2022 is summarized in the following table. table:

Unvested as of December 31, 2020
Vested

Unvested as of December 31, 2021
Granted

Unvested as of December 31, 2022

The restricted stock vests as follows: 59,048 shares in 2023, 32,003 shares in 2024, and 32,004 shares in 2025.

Unvested as of December 31, 2021
Granted

Unvested as of December 31, 2022
Granted

Vested
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Weighted
Average
Number of Grant
Shares Price
621,666 $ 3.64
(621,666 ) 3.64
— $ —
123,055 $ 12.28
123,055 $ 12.28
Number of Shares Weighted Average Grant Price
— 3 —_
123,055 12.28
123,055 $ 12.28
168,821 8.63
(92,668) 10.43
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Unvested as of December 31, 2023 199,208 $ 10.05
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The aggregate fair value of restricted stock that vested was approximately $2.3 million for the year ended December 31, 2021, respectively. The aggregate fair value of restricted
stock outstanding was approximately $5.4 million for the year ended December 31, 2022.

Stock-based compensation expense

The following tables present pre-tax and after-tax stock-based compensation expense recognized:

For the Years Ended December

31,
For the
Years
Ended
For the Years Ended December
December 31, 31,
($in

‘$ in thousands) 2022 2021 thousands) 2023 2022

Ore-tax Pre-tax i

Stock options $ 320 $ 934

Restricted shares 458 1,166

Total $ 778 $ 2,100

After-tax After-tax i

Stock options $ 322 $ 778

Restricted shares 344 1,166

Total $ 666 $ 1,944

As of December 31, 2022 December 31, 2023, the Company had unrecognized stock-based compensation expense related to stock options and restricted stock of approximately
$0.5 million and $1.1 million $1.0 million, respectively, which is expected to be recognized over the remaining weighted average recognition vesting period of 1.81.5 years and 1.4
years.

Employee stock-based compensation expense is recorded within Salaries and employee benefits and was $0.8 million and $1.6 million for the 1.5 years, ending December 31, 2022
and 2021, respectively. Stock-based compensation for all others is recorded within Other operating expenses and was $0.0 million and $0.5 million for the years ending December
31, 2022 and 2021, respectively.

Note 11 - Fair Value of Financial Instruments

The Company measures and discloses certain assets and liabilities at fair value. Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability
in an orderly transaction between market participants at the measurement date (that is, not a forced liquidation or distressed sale). GAAP establishes a consistent framework for
measuring fair value and disclosure requirements about fair value measurements. Among other things, the standard requires us to maximize the use of observable inputs and
minimize the use of unobservable inputs when measuring fair value. Observable inputs reflect market data obtained from independent sources, while unobservable inputs reflect the
Company’s estimates for market assumptions. These two types of inputs create the following fair value hierarchy.

Level 1 — Quoted prices in active markets for identical instruments. An active market is a market in which transactions occur with sufficient frequency and volume to provide pricing
information on an ongoing basis. A quoted price in an active market provides the most reliable evidence of fair value and shall be used to measure fair value whenever available.

Level 2 — Observable inputs other than Level 1 including quoted prices in active markets for similar instruments, quoted prices in less active markets for identical or similar
instruments, or other observable inputs that can be corroborated by observable market data.
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Level 3 — Unobservable inputs supported by little or no market activity for financial instruments whose value is determined using pricing models, discounted cash flow
methodologies, or similar techniques, as well as instruments for which the determination of fair value requires significant management judgment or estimation; estimation also
includes observable inputs from nonbinding single dealer quotes not corroborated by observable market data. In developing Level 3 measurements, management incorporates
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whatever market data might be available and uses discounted cash flow models where appropriate. These calculations include projections of future cash flows, including appropriate
default and loss assumptions, and market-based discount rates.

The estimated fair value amounts of financial instruments have been determined by the Company using available market information and appropriate valuation methodologies.
However, considerable judgment is required to interpret data to develop the estimates of fair value. Accordingly, the estimates presented herein are not necessarily indicative of the
amounts the Company could realize at a future date. The use of different market assumptions and/or estimation methodologies may have a material effect on the estimated fair
value amounts. In addition, reasonable comparability between financial institutions may not be likely due to the wide range of permitted valuation techniques and numerous
estimates that must be made given the absence of active secondary markets for many of the financial instruments. This lack of uniform valuation methodologies also introduces a
greater degree of subjectivity to these estimated fair values. Transfers between levels of the fair value hierarchy are deemed to occur at the end of the reporting period.
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The following methods were used to estimate the fair value of each class of financial instruments:

Cash and cash equivalents: The carrying amount of these items is a reasonable estimate of their fair value.

Investment securities held-to-maturity: The estimated fair values of investment securities are priced using current active market quotes, if available, which are considered Level 1
measurements. For most of the portfolio, matrix pricing based on the securities’ relationship to other benchmark quoted prices is used to establish the fair value. These
measurements are considered Level 2.

Investment in Federal Home Loan Bank stock: The fair value is based upon the redemption value of the stock, which equates to the carrying value.

Strategic Program loans held-for-sale: The carrying amount of these items each item is a reasonable estimate of their fair value.

value as loans classified as held-for-sale are generally maintained on balance sheet for a period of a few days.

Loans held for investmentreceivable: The fair value is estimated by discounting the future cash flows and estimated prepayments using the current rates at which similar loans
would be made to borrowers with similar credit ratings and for the same remaining term. Some loan types’ fair value approximated carrying value because of their floating rate or
expected maturity characteristics.

SBA servicing asset: The fair value of servicing assets is based on, in part, third -party third-party valuations that project estimated future cash inflows that include servicing fees
and outflows that include market rates for costs of servicing. The present value of the future cash flows are calculated utilizing market-based discount rates. The market-based
discount rates represent risk spreads based on secondary market transactions utilizing calculated prepayment curves. Because observable loan transactions are used to determine
the risk spreads, the Company considers the measurement to be Level 2.
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Investment in BFG: The Company purchased its ownership interest in BFG on December 31, 2019. The Company'’s valuation technique utilized the average of the discounted cash
flow method and the Guideline Public Company method. The valuation was also adjusted using a Guideline Transaction method based on the potential transaction announced on
July 25, 2023 and the share price on December 31, 2023. A 20% lack of marketability discount was applied to the valuation as well as a 4.50% discount to non-voting shares to
arrive at fair value as of December 31, 2022 December 31, 2023 and December 31, 2021 December 31, 2022. The calculation of fair value utilized significant unobservable inputs,
including projected cash flows, growth rates, and discount rates. The fair value of the investment in BFG was $4.8 million $4.2 million and $5.9 million $4.8 million as of December
31, 2022 December 31, 2023 and December 31, 2021 December 31, 2022, respectively. The following table summarizes investment in BFG activity for the periods indicated:

For the Years
Ended December 31,

For the
Years
Ended
For the Years Ended December
December 31, 31,
($in
‘$ in thousands) 2022 2021 thousands) 2023 2022
Beginning balance $ 5900 $ 3,770
Distributions from BFG (622) (861)
Change in fair value of BFG (478) 2,991
Ending balance $ 4,800 $ 5,900
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Deposits: The carrying amount of deposits with no stated maturity, such as savings and checking accounts, is a reasonable estimate of their fair value. The market value of
certificates of deposit is based upon the discounted value of contractual cash flows. The discount rate is determined using the rates currently offered on comparable instruments.

Accrued interest receivable and payable: The fair value of accrued interest receivable and payable approximates their carrying amount.

Index

PPP Liquidity Facility: The fair value of PPPLF is estimated using a discounted cash flow based on the remaining contractual term and current borrowing rates for similar terms.

The table below presents the carrying amount and fair value of the Company’s Company's financial instruments:

December 31, 2022 December 31, 2021
Carrying Estimated Fair Carrying Estimated Fair
($ in thousands) Level Amount Value Amount Value
Financial assets:
Cash and cash equivalents 1 $ 100,567 $ 100,567 $ 85,754 $ 85,754
Investment securities held-to-maturity 2 14,292 12,728 11,423 11,332
Investment in FHLB stock 2 449 449 378 378
Loans held for investment 3 224,217 237,225 198,102 197,412
Loans held-for-sale 2 23,589 23,586 60,748 60,743
Accrued interest receivable 2 1,818 1,818 1,548 1,548
SBA servicing asset 2 5,210 5,210 3,938 3,938
Investment in BFG 3 4,800 4,800 5,900 5,900
Financial liabilities:
Total deposits 2 242,998 221,287 251,892 249,488
Accrued interest payable 2 54 54 48 48
PPP Liquidity Facility 2 314 314 1,050 1,050
109
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December 31, 2023 December 31, 2022
Carrying Estimated Carrying Estimated
($ in thousands) Level Amount Fair Value Amount Fair Value
Financial assets:
Cash and cash equivalents 19 116,975 $ 116,975 $ 100,567 $ 100,567
Investment securities held-to-maturity 2 15,388 13,809 14,292 12,728
Investment in FHLB stock 2 238 238 449 449
Loans held for investment 8 358,560 360,032 224,217 237,225
Loans held-for-sale 2 47,514 47,509 23,589 23,589
Accrued interest receivable 2 3,573 3,573 1,818 1,818
SBA servicing asset 2 4,231 4,231 5,210 5,210
Investment in BFG 3 4,200 4,200 4,800 4,800
Financial liabilities:
Total deposits 2 404,833 394,195 242,998 221,287
Accrued interest payable 2 619 619 54 54
PPP Liquidity Facility 2 190 190 314 314
Assets measured at fair value on a nonrecurring basis are summarized as follows:
Fair Value
($in Measurements
($ in thousands) Fair Value Measurements Using thousands) Using
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Description

of Financial Fair Level Level
Description of Financial Instrument Fair Value Level 1 Level 2 Level 3 Instrument Value 1 Level 2 3
December 31, 2023
Nonrecurring assets
Nonrecurring assets
Nonrecurring assets
Individually evaluated loans
Individually evaluated loans
Individually evaluated loans
December
December 31, 2022 31, 2022
Nonrecurring
Nonrecurring assets assets

Impaired loans $ 450 $ — 3 — 8 450
December 31, 2021

Nonrecurring assets

Impaired loans $ 972 % —  $ — 3 972
Individually evaluated loans

Impaired Individually evaluated loans — The loan amount above represents loans impaired as of year-end individually evaluated that have been adjusted to fair value. When
collateral dependent loans are identified as impaired, the impairment is individually evaluated, they are measured using the current fair value of the collateral securing these loans,
less selling costs. The fair value of real estate collateral is determined using collateral valuations or a discounted cash flow analysis using inputs such as discount rates, sale prices
of similar assets, and term of expected disposition. Some appraised values are adjusted based on management’s review and analysis, which may include historical knowledge,
changes in market conditions, estimated selling and other anticipated costs, and/or expertise and knowledge. The loss represents charge-offs or impairments on loans for
adjustments made based on the fair value of the collateral.
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Quantitative information for Level 3 fair value measurements — The range and weighted average of the significant unobservable inputs used to fair value Level 3 nonrecurring
assets during the years ended as of December 31, 2023 and as of December 31, 2022 and 2021, , along with the valuation techniques used, are shown in the following table:

Valuation Unobservable Range
($ in thousands) Fair Value Technique Input (Weighted Average)
December 31, 2023
Market Adjustment to
Individually evaluated loans $ 27,127 comparable appraisal value 7.57 %
December 31, 2022
Market Adjustment to
Individually evaluated loans $ 450 comparable appraisal value 0.20 %
Range
Valuation Unobservable (Weighted
($ in thousands) Fair Value Technique Input Average)
December 31, 2022
Market
Impaired loans $ 450 comparable Adjustment to appraisal value 0.20 %
December 31, 2021
Market
Impaired loans $ 972 comparable Adjustment to appraisal value 0.50 %

The range and weighted average of the significant unobservable inputs used to fair value the investment in BFG Level 3 recurring asset as of December 31, 2022 December 31,
2023 and as of December 31, 2021 December 31, 2022 are shown in the following table:

December 31, 2023 December 31, 2022
Range Range
(% in thousands) (Weighted Average) (Weighted Average)
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Discounted Cash Flows

Revenue growth rate 11.0 % 10.8 %
Expense growth rate 13.4% 11.5%
Discount rate 20.0 % 30.0 %

Guideline Public Company

Multiples of enterprise value 3.5x to 5.5x 3.0x to 5.0x

December 31, 2022 December 31, 2021

Range Range
($ in thousands) (Weighted Average) (Weighted Average)
Discounted Cash Flows

Revenue growth rate 10.8 % 16.6 %
Expense growth rate 11.5 % 16.3 %
Discount rate 30.0 % 25.0 %

Guideline Public Company
Multiples of enterprise value 3.0x to 5.0x 4.0x to 6.0x

As mentioned above, the valuation as of December 31, 2023 was also adjusted using a Guideline Transaction method based on the potential transaction announced on July 25,
2023 and the share price on December 31, 2023.
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Note 12 - Income Taxes
The components of income tax expense consist of the following:
For the Years Ended December 31,
($ in thousands) 2023 2022
Current tax expense
Federal $ 3,446 $ 8,315
State 992 1,945
Deferred tax expense
Federal 1,614 553
State 301 103
Income tax expense $ 6,353 $ 10,916
For the Years Ended December 31,
($ in thousands) 2022 2021
Current tax expense
Federal $ 8,315 $ 9,589
State 1,945 2,471
Deferred tax expense (benefit)
Federal 553 (1,156 )
State 103 (215)
Income tax expense $ 10,916 $ 10,689
Index

The components of net deferred income tax assets and liabilities on the balance sheet at December 31, 2022December 31, 2023 and 2021,2022, are as follows:

December 31,
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‘$ in thousands)

deferred tax assets
Operating lease liabilities
Operating lease liabilities
Operating lease liabilities

Allowance for loan losses

Accrued bonuses

\onqualified stock options
Restricted stock

Jther

Total deferred tax assets

deferred tax liabilities
Deferred tax liabilities
Deferred tax liabilities
ROU asset
ROU asset
0U asset
ntangibles
\let book value of fixed assets
Dther
Total deferred tax liabilities
\et deferred tax asset

Deferred taxes, net

December

December 31, 31,
($in
2022 2021 thousands) 2023 2022
$ 1,749 % =
1,639 1,630
61 72
124 156
114 —
290 250
3,977 2,108
(1,256) —
(3) 3)
(1,230) (217)
(321) (65)
(2,810) (285)
$ 1,167 $ 1,823

The income tax expense recorded differs from the expected income tax expense and the reconciliation of these differences is as follows at December 31, 2022December 31, 2023

and 2021:2022:

($ in thousands)

Federal income tax expense at statutory rates
Effect of permanent differences
State income tax expense, net

Other
Income tax expense
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For the Years Ended December

31,
For the
Years
Ended
December
For the Years Ended December 31, 31,
($in
2022 2021 thousands) 2023 2022
$ 7,567 $ 8,877
811 50
1,560 1,662
978 100
$ 10,916 $ 10,689

Index

The Company recognizes interest accrued and penalties related to unrecognized tax benefits in tax expense. During the years ended December 31, 2022December 31, 2023, and
2021,2022, the Company recognized approximately $0 million of $0.3 million and de minimis interest or penalties. The Company files a United States federal income tax return and
state income tax returns in Utah, Florida, and New York, Ohio, and Washington. York. Open tax years that are potentially subject to examination related to the U.S. federal

jurisdiction are 20192020 and subsequent years.

The Company had no unrecognized tax benefits at December 31, 2022December 31, 2023 and 2021.2022.

Note 13 - Shareholders’ Equity

Stock Repurchases
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On August 18, 2022, the Company announced that its Board of Directors (the “Board”) has authorized, effective August 16, 2022, a common stock repurchase program to purchase
up to 644,241 shares of the Company’s common stock in the aggregate. The repurchase program expires on August 31, 2024, but may be limited or terminated at any time without
prior notice. The repurchase program authorizes the repurchase by the Company of its common stock in open market transactions, including pursuant to a trading plan in
accordance with Rule 10b-18 promulgated under the Securities Exchange Act of 1934, as amended (the “Exchange Act”), or privately negotiated transactions. The authorization
permits management to repurchase shares of the Company’s common stock from time to time at management’s discretion.
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Repurchases may also be made pursuant to a trading plan under Rule 10b5-1 under the Exchange Act, which would permit shares to be repurchased when the Company might
otherwise be precluded from doing so because of self-imposed trading blackout periods or other regulatory restrictions. The actual means and timing of any shares purchased under
the program will depend on a variety of factors, including the market price of the Company’s common stock, general market and economic conditions, and applicable legal and
regulatory requirements. The repurchase program does not obligate the Company to purchase any particular number of shares. The Company has repurchased 120,000644,241
shares for approximately $1.1 million as of December 31, 2022 $5.9 million and retired them at cost. cost thereby completing the Company's share repurchase program during the
third quarter of 2023.

Note 14 - Retirement Plan

The Company has established an employee directed 401(k) plan (Plan). The Plan requires the Company to annually contribute a “Safe Harbor” profit sharing contribution for all
eligible participants. In addition, the Plan allows the Company, at its discretion, to make a matching contribution or additional profit sharing contribution based on each eligible
employee’s compensation for the Plan year. The participants must be at least 21 years of age and have at least one year of service in order to be eligible for matching and profit-
sharing contributions. The Company made profit-sharing contributions to the Plan of $0.5 million $0.6 million and $0.4 million $0.5 million for the years ended December 31,
2022December 31, 2023 and 2021,2022, respectively.

Note 15 — Related Parties

In the ordinary course of business, the Company may grant loans to certain executive officers and directors and the companies with which they are associated. The Company did
not have had de minimis loans outstanding to any related party parties as of December 31, 2022 December 31, 2023 and 2021. December 31, 2022. Total deposits from certain
executive officers and directors and the companies with which they are associated were $1.2 million $1.5 million and $0.5 million $1.2 million as of December 31, 2022 December 31,
2023 and 2021, December 31, 2022, respectively.

112

Index

On October 21, 2022, Mr. Alan Weichselbaum, who was elected as a director of the Company on October 6, 2022, repaid in full the $0.1 million aggregate principal amount plus
interest owed under a secured promissory note, dated as of June 1, 2022 (the “2022 Note"), between the Company and Mr. Weichselbaum in accordance with the terms of the 2022
Note. As such, the obligations of the parties under the 2022 Note and a related security agreement were discharged and the 2022 Note and the security agreement were terminated.

BFG is a small business loan broker, primarily under the SBA's 7(a) loan program. As noted in Note 98 Investments above, the Company has a 10% ownership in the outstanding
membership units of BFG. BFG, as of December 31, 2023. The Company underwrites loans sourced by BFG in its normal course of business. If approved and funded, the Company
pays BFG a commission fee based on the amount funded. There is no guarantee or commitment made by the Company to BFG to approve or fund loans referred by BFG. The
Company is able to use its sole discretion in deciding to approve and fund loans referred by BFG.

Index

Note 16 - Earnings per Share

The following table is a reconciliation of the components used to derive basic and diluted EPS for the years ended December 31, 2022 December 31, 2023 and 20212022 ($ in
thousands, except share and per share amounts):

For the Years Ended December 31,

2022 2021
Numerator:
Net income $ 25,115 $ 31,583
Amount allocated to participating common shareholders(1) (193) (1,780)
Net income allocate to common shareholders $ 24,922 $ 29,803
Denominator:
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Weighted average shares outstanding, basic 12,729,898 8,669,724
Weighted average effect of dilutive securities:

Stock options 508,056 371,240
Warrants 119,068 67,199
Weighted average shares outstanding, diluted 13,357,022 9,108,163
Earnings per share, basic $ 1.96 $ 3.44
Earnings per share, diluted $ 1.87 $ 3.27

For the Years Ended
December 31,

(% in thousands) 2023 2022
Numerator:
Net income $ 17,460 $ 25,115
Amount allocated to participating common shareholders() (288) (193)
Net income allocate to common shareholders $ 17,172 24,922
Denominator:
Weighted average shares outstanding, basic 12,488,564 12,729,898
Weighted average effect of dilutive securities:
Stock options 343,642 508,056
Warrants 77,442 119,068
Weighted average shares outstanding, diluted 12,909,648 13,357,022
Earnings per share, basic $ 1.38 1.96
Earnings per share, diluted $ 133 $ 1.87

(1) Represents earnings attributable to holders of unvested restricted stock issued outside of the Plan to the Company’s directors and employees.

There were no 220,100 and 373,569 anti-dilutive options for the periods reported years ended December 31, 2023 and 2022, respectively, that were excluded from the computation
in the table above. There were 192,558 shares and 150,932 anti-dilutive warrants for the years ended December 31, 2023 and 2022, respectively, also excluded from the table

above.
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Note 17 — Revenue Recognition

The following is a summary of the Company’s revenue disaggregated by contracts with customers and revenue outside the scope of ASC 606:

For the Years Ended December 31,

($ in thousands)

Interest income

Interest income, not-in-scope
Interest and fees on loans $
Interest on securities

Other interest income

Total interest income $

Non-interest income
Non-interest income, in-scope
Service charges on deposit accounts $

Strategic Program set up fees

Non-interest income, not in-scope
Strategic Program fees
Gain on sale of loans
SBA loan servicing fees
Change in fair value on investment in BFG
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2023 2022
58,445 50,941
338 208
5,751 1,180
64,534 52,329
26 31
223 195
15,362 21,438
1,684 13,550
1,466 1,603
(600) (478)
126/163

REFINITIV [<


https://www.refinitiv.com/
https://www.refinitiv.com/en/contact-us

Other miscellaneous income 2,590 239
Strategic Program service charges 329 834

Total non-interest income $ 21,080 $ 37,411

For the Years Ended December 31,

(% in thousands) 2022 2021
Interest income

Interest income, not-in-scope

Interest and fees on loans $ 50,941 $ 49,135
Interest on securities 208 a7
Other interest income 1,180 61
Total interest income $ 52,329 $ 49,243

Non-interest income

Non-interest income, in-scope

Service charges on deposit accounts $ 30 $ 31
Strategic Program set up fees 195 96
Strategic Program fees 21,438 17,119
Non-interest income, not in-scope
Gain on sale of loans, net 13,550 9,689
SBA loan servicing fees 1,603 1,156
Unrealized gain on investment in BFG (478) 2,991
Other miscellaneous income 239 18
Strategic Program service charges 834 744
Total non-interest income $ 37,411 $ 31,844
Index

Note 18 - Condensed Financial Statements of Parent

Financial information pertaining only to FinWise Bancorp, on a parent-only basis, is as follows as of and for the years ended December 31, 2022December 31, 2023 and 2021:2022:

Balance Sheets

December 31,
($ in thousands) 2022 2021
ASSETS
Cash and cash equivalents $ 36,321 $ 38,697
Investment in subsidiary bank 100,276 71,186
Investment in Business Funding Group (BFG), at fair value 4,800 5,900
Investment in FinWise Investments, LLC 271 80
Deferred taxes, net 127 82
Other assets & 322
Total assets $ 141,832 $ 116,267
LIABILITIES AND SHAREHOLDERS’ EQUITY
Income taxes payable 1,077 233
Other liabilities 296 592
Shareholders’ equity 140,459 115,442
Total liabilities and shareholders’ equity $ 141,832 $ 116,267
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December 31,
($ in thousands) 2023 2022
ASSETS
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Cash and cash equivalents
Investment in subsidiary bank
Investment in Business Funding Group (BFG), at fair value
Investment in FinWise Investments, LLC
Deferred taxes, net
Income taxes receivable
Other assets
Total assets
LIABILITIES AND SHAREHOLDERS’ EQUITY
Income taxes payable
Other liabilities
Shareholders’ equity

Total liabilities and shareholders’ equity

Statement of Income

($ in thousands)

Non-interest income
Change in fair value on investment in BFG
Equity in undistributed earnings of subsidiary
Other miscellaneous income

Total non-interest income

Non-interest expense
Salaries and employee benefits
Professional services
Other operating expenses

Total non-interest expense

Income before income tax expense

Income tax benefit

Net income

($ in thousands)

Non-interest income

Change in fair value on investment in BFG

Equity in undistributed earnings of subsidiary

Total non-interest income

Non-interest expense

Salaries and employee benefits
Professional services

Other operating expenses

Total non-interest expense

Income before income tax expense

Provision for income taxes

Net income
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Statements of Cash Flows
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$ 28,510 $ 36,321
122,055 100,276

4,200 4,800

290 271

188 127

828 —

41 37

$ 156,112 $ 141,832
= 1,077

1,056 296

155,056 140,459

$ 156,112 $ 141,832

For the Years Ended December 31,

2023 2022
$ (600) $ (1,100)
21,992 29,090
685 622
22,077 28,612
3,565 2,316
1,765 1,990
860 470
6,190 4,776
15,887 23,836
(1,574) (1,279)
$ 17,461 $ 25,115
For the Years Ended December 31,
2022 2021
$ (478) $ 2,991
29,090 30,469
28,612 33,460
2,316 742
1,990 320
470 360
4,776 1,422
23,836 32,038
(1,279) 455
$ 25,115 $ 31,583
For the Years Ended December 31,
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For the

Years
Ended
December
For the Years Ended December 31, 31,
($in
‘$ in thousands) 2022 2021 thousands) 2023 2022
Cash flows from operating activities:
\let income $ 25,115 $ 31,583
Net income
Net income

Adjustments to reconcile net income to net cash from operating activities
Change in fair value of BFG

Change in fair value of BFG

Change in fair value of BFG 478 (2,991)
Stock-based compensation expense 778 2,100
deferred income tax expense 844 222
\let changes in:

ncome tax receivable (45) (128)

Income tax payable (receivable)
Income tax payable (receivable)

Income tax payable (receivable)

Jther assets 285 (217)
Dther liabilities (296) (288)
\let cash provided by operating activities 27,159 30,281

Cash flows from investing activities:
nvestment in subsidiary bank (29,090) (30,469)
Investment in subsidiary bank

Investment in subsidiary bank

nvestment in FinWise Investments, LLC (191) (80)
Distributions of BFG 622 861
\et cash used in investing activities (28,659) (29,688)
Cash flows from financing activities:

>roceeds from exercise of stock options 260 311
>roceeds from initial public offering, net — 35,576

Proceeds from exercise of stock options
Proceeds from exercise of stock options

Common stock repurchased (1,136) —
Net cash provided by (used in) financing activities (876) 35,887
Net cash used in financing activities

\let change in cash and cash equivalents (2,376) 36,480
Zash and cash equivalents, beginning of year 38,697 2,217
Cash and cash equivalents, end of year $ 36,321 $ 38,697
115
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Note 19 - Subsequent Events

Subsequent events are events or transactions that occur after the date of the most recent balance sheet but before the financial statements are available to be issued. The
Company recognizes in the financial statements the effects of all subsequent events that provide additional evidence about conditions that existed at the date of the balance sheet,
including the estimates inherent in the process of preparing of the financial statements. The Company’s financial statements do not recognize subsequent events that provide
evidence about conditions that did not exist at the date of the balance sheet but arose after the date of the balance sheet and before the financial statements are available to be
issued.

The Company has evaluated subsequent events through March 30, 2023March 25, 2024, which is the date the consolidated financial statements are available to be issued.
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosures
Not applicable.
Item 9A. Controls and Procedures

a) Evaluation of Disclosure Controls and Procedures

The Company’s management, including On February 5, 2024, the Transaction was consummated and the Company issued in the aggregate 339,176 shares of Common Stock of
the Company, par value $0.001 per share, in a private placement to the Sellers in exchange for their 10% aggregate non-voting ownership interest in BFG.

On March 7, 2024, the Company announced that its Chief Executive Officer and Chief Financial Officer, have evaluated the effectivenessBoard of Directors (the “Board”) has
authorized, effective March 6, 2024, a common stock repurchase program to purchase up to 641,832 shares of the Company’'s disclosure controls and procedures (as
defined common stock in the aggregate. The repurchase program expires on March 31, 2026, but may be limited or terminated at any time without prior notice. The repurchase
program authorizes the repurchase by the Company of its common stock in open market transactions, including pursuant to a trading plan in accordance with Rule 13a-15(e) 10b-18
promulgated under the Securities Exchange Act of 1934, as amended (the “Exchange Act”)) as, or privately negotiated transactions. The authorization permits management to
repurchase shares of the end Company’s common stock from time to time at management’s discretion. Repurchases may also be made pursuant to a trading plan under Rule 10b5-
1 under the Exchange Act, which would permit shares to be repurchased when the Company might otherwise be precluded from doing so because of self-imposed trading blackout
periods or other regulatory restrictions. The actual means and timing of any shares purchased under the program

Index

will depend on a variety of factors, including the market price of the period covered by this Report. In designing Company’s common stock, general market and evaluating economic
conditions, and applicable legal and regulatory requirements. The repurchase program does not obligate the Company to purchase any particular number of shares.

Index

Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosures
None.

Item 9A. Controls and Procedures

a) Evaluation of Disclosure Controls and Procedures

We conducted an evaluation under the supervision and with the participation of our management including our Chief Executive Officer (“CEQ”) and our Chief Financial Officer
(“CFQ") of the effectiveness of the design and operation of our disclosure controls and procedures, management recognizes that any controls as defined in Rules 13a-15(e) and
procedures, no matter how well designed and operated, can provide only reasonable assurance 15d-15(e) under the Exchange Act, as amended, as of achieving the desired control
objectives.

The Company maintains disclosure controls and procedures that are designed December 31, 2023, to ensure that information required to be disclosed by us in the reports that the
Company files filed or submits submitted by us under the Exchange Act is recorded, processed, summarized and reported, within the time periods specified in the SEC's Securities
and Exchange Commission’s rules and forms, andincluding to ensure that such information required to be disclosed by us in the reports filed or submitted by us under the
Exchange Act is accumulated and communicated to the Company’s management including its Chief Executive Officer and Chief Financial Officer, as appropriate, to allow timely
decisions regarding required disclosure.

Based on that evaluation, the Company’s Chief Executive Officer our CEO and Chief Financial Officer CFO concluded that the Company did not, as of December 31, 2022 December
31, 2023, maintain effective our disclosure controls and procedures due to a material weakness in the Company’s internal control over financial reporting as described below. were
effective.

Notwithstanding management’s conclusion regarding the effectiveness of the Company’s disclosure controls and procedures and the material weakness discussed below, the
Company’s management, including the Chief Executive Officer and Chief Financial Officer, has concluded that the Company’s financial statements included in this Annual Report on
Form 10-K present fairly, in all material respects, the Company'’s financial position, results of operations and cash flows for the periods presented in accordance with U.S. generally
accepted accounting principles.

b) Report of Management's Management’s Assessment of Internal Control Over Financial Reporting
The Company’s Our management is responsible for establishing and maintaining adequate internal control over financial reporting, as such term is defined in Rule Exchange Act
Rules 13a-15(f) underand 15d-15(f). Our management conducted an assessment of the Exchange Act. Our effectiveness of our internal control over financial reporting. This

assessment was based upon the criteria for effective internal control over financial reporting is established in the 2013 Internal Control - Integrated Framework, issued by the
Committee of Sponsoring Organizations of the Treadway Commission.
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The Company'’s internal control over financial reporting involves a process designed by, or under the supervision, our Chief Executive Officer and Chief Financial Officer to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with U.S. generally accepted
accounting principles. A company’s internal Internal control over financial reporting includes those policies and procedures that (i) pertain to the maintenance of records that, in
reasonable detail, accurately and fairly reflect the transactions and dispositions controls themselves, as well as monitoring of the assets of the company; (ii) provide reasonable
assurance that transactions are recorded as necessary controls and internal auditing practices and actions to permit preparation of financial statements in accordance with generally
accepted accounting principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of management and directors of the
company; and (iii) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a
material effect on the financial statements. correct deficiencies identified. Because of its inherent limitations, internal control over financial reporting may not prevent or detect all
misstatements. Also, projections of any evaluation of the effectiveness of specific controls or internal control over financial reporting overall to future periods are subject to the risk
that controls may become inadequate because of changes in conditions or that the degree of compliance with the policies or procedures may deteriorate.
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With the supervision and participation of its Chief Executive Officer and its Chief Financial Officer, management evaluated Management assessed the effectiveness of the
Company’s internal control over financial reporting as of December 31, 2022, using the framework set forth by the Committee of Sponsoring Organizations of the Treadway
Commission in Internal Control — Integrated Framework (2013)December 31, 2023. Based on management’s this assessment, we management concluded that, our internal control
over financial reporting was not effective as of December 31, 2022 December 31, 2023, due to the material weakness, discussed below.

A material weakness is a deficiency, or a combination of deficiencies, in internal control over financial reporting, such that there is a reasonable possibility that a material
misstatement of the Company’s annual or interim financial statements will not be prevented or detected on a timely basis.

As of December 31, 2022, management identified a material weakness in the design and operating effectiveness of the Company’s internal control over financial reporting. We
determined that we did not have appropriate internal accounting expertise and capabilities to properly record in our financial statements complex accounting issues, particularly
related to certain aspects of accounting for transfers and servicing of financial instruments and the provision for income taxes. The material weakness also resulted in the Company
not having adequate risk assessment and design of internal control activities surrounding the financial close and reporting process to ensure formal processes exist for identifying,
analyzing, and accounting for key contracts and complex, non-routine transactions.

c) Remediation Plan

In response to deficiencies noted in late 2022, the Company began taking remedial actions, including, but not limited to, the hiring of additional personnel with SEC reporting
experience and GAAP knowledge to strengthen our financial reporting capabilities. The Company will also undertake a review of existing internal controls surrounding the financial
reporting process and enhance the design of controls over the accounting for key contracts and complex, non-routine transactions.

d) Changes in Internal Control Over Financial Reporting

Other than the remediation discussed above, there have not been any changes in the Company’s internal control over financial reporting was effective.
b) Changes in Internal Control Over Financial Reporting

There were no changes in the Company'’s internal controls over financial reporting identified in connection with the evaluation required by paragraph (d) of Exchange Act Rules 13a-
15 or 15d-15 that occurred during the last fiscal quarter ended December 31, 2023 that have materially affected, or are were reasonably likely to materially affect, the Company’s
internal control controls over financial reporting.

Item 9B. Other Information

Item 9B. Other Information

None of our directors or officers have adopted, modified, or terminated a Rule 10b5-1(c) trading arrangement during the year ended December 31, 2023. Our directors and officers
participate in certain of our benefits plans and may from time to time make elections to surrender shares or have shares withheld to cover withholding taxes or pay the exercise price
of options granted thereunder. These elections may be designed to satisfy the affirmative defense conditions of Rule 10b5-1 under the Exchange Act or may constitute non-Rule
10b5-1 trading arrangements as defined in Item 408(c) of Regulation S-K.

Item 9C. Disclosure Regarding Foreign Jurisdictions that Prevent Inspections

Not applicable.
Item 9C. Disclosure Regarding Foreign Jurisdictions that Prevent Inspections

Not applicable.
PART Ill
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Item 10. Directors, Executive Officers and Corporate Governance
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Item 10. Directors, Executive Officers and Corporate Governance

The information required by Items 401, 405, 406 and 407 (c)(3); (d)(4) and (d)(5) of Regulation S-K is incorporated into this Form 10-K by reference to the Company’s definitive
proxy statement for its 2023 2024 Annual Meeting of Shareholders (the “Definitive Proxy Statement”) to be filed within 120 days following December 31, 2022December 31, 2023.

Item 11. Executive Compensation

Item 11. Executive Compensation

The information required by Item 402 of Regulation S-K is incorporated into this Form 10-K by reference to the Definitive Proxy Statement to be filed within 120 days following
December 31, 2022December 31, 2023.

118Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Shareholder Matters

Index

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Shareholder Matters

The information required by ltem 201(d) and Item 403 of Regulation S-K is incorporated into this Form 10-K by reference to the Definitive Proxy Statement, to be filed within 120
days following December 31, 2022December 31, 2023.

See Part Il, Item 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities for “Securities Authorized for Issuance Under
Equity Compensation Plans”.

Item 13. Certain Relationships and Related Transactions, and Director Independence
Item 13. Certain Relationships and Related Transactions, and Director Independence

The information required by Items 404 and 407(a) of Regulation S-K is incorporated into this Form 10-K by reference to the Definitive Proxy Statement to be filed within 120 days
following December 31, 2022December 31, 2023.

Item 14. Principal Accountant Fees and Services
Item 14. Principal Accountant Fees and Services
The information required by Item 9(e) of Schedule 14A is incorporated into this Form 10-K by reference to the Definitive Proxy Statement to be filed within 120 days following

December 31, 2022December 31, 2023.
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PART IV

Item 15. Exhibits and Financial Statement Schedules

Item 15. Exhibits and Financial Statement Schedules

(a) Financial Statements

The following consolidated financial statements of FinWise Bancorp are filed as part of this Report under Item 8. Financial Statements and Supplementary Data:
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81
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(b) Exhibits.
(b)
Exhibits.
Number Description
3.1 Fourth Amended and Restated Articles of Incorporation (incorporated by reference to Exhibit 3.1 of the Registrant’s Registration Statement on Form S-1
filed with the Securities and Exchange Commission on July 30, 2021 (File No. 333-257929)).
3.2 Amended and Restated Bylaws (incorporated by reference to Exhibit 8.2 3.1 of the Registrant’s Registration StatementCurrent Report on Form S-18-K filed
with the Securities and Exchange Commission on July 30, 2021 (Eile No. 333-257929))November 30, 2023).
4.1*4.1 Specimen common stock certificate. certificate
(incorporated by reference to Exhibit 4.1 of the Registrant's Annual Report on Form 10-K filed with the Securities and Exchange Commission on March 30
2023).
4.2 Eorm of Warrant to BEG Members to Purchase Common Stock of FinWise Bancorp (incorporated by reference to Exhibit 4.2 of the Registrant's
Registration Statement on Form S-1 filed with the Securities and Exchange Commission on July 15, 2021 (File No. 333-257929)).
4.3*4.3 Description of Securities Registered Under Section 12 of the Securities Exchange Act of 1934, as amended. amended (incorporated by reference to Exhibit
4.3 of the Registrant's Annual Report on Form 10-K filed with the Securities and Exchange Commission on March 30, 2023).
10.1+ EinWise Bancorp 2019 Stock Option Plan (incorporated by reference to Exhibit 10.1 of the Registrant’'s Current Report on Form 8-K filed with the Securities
and Exchange Commission on June 14, 2022).
10.2+ Form of Stock Option Agreement under the FinWise Bancorp 2019 Stock Option Plan (incorporated by reference to Exhibit 10.2 of the Registrant’s
Registration Statement on Form S-1 filed with the Securities and Exchange Commission on July 15, 2021 (File No. 333-257929)).
10.3+ EinWise Bancorp 2016 Stock Option Plan (incorporated by reference to Exhibit 10.3 of the Registrant’s Registration Statement on Form S-1 filed with the
Securities and Exchange Commission on July 30, 2021 (File No. 333-257929)).
10.4+ Form of Stock Option Agreement under the FinWise Bancorp 2016 Stock Option Plan (incorporated by reference to Exhibit 10.4 of the Registrant’s
Registration Statement on Form S-1 filed with the Securities and Exchange Commission on July 15, 2021 (File No. 333-257929)).
10.5+ Eorm of Restricted Stock Award Agreement (incorporated by reference to Exhibit 10.5 of the Registrant’s Registration Statement on Form S-1 filed with the

Securities and Exchange Commission on July 15, 2021 (File No. 333-257929)).

10.6+ Non-qualified Stock Option Agreement with Javvis Jacobson (incorporated by reference to Exhibit 4.6 of the Registrant's Registration Statement on Form S-8 filed with the

Index
10.7+ Non-qualified Stock Option Agreement with Jim Noone (incorporated by reference to Exhibit 4.7 of the Registrant’s Registration Statement on Form S-8
filed with the Securities and Exchange Commission on February 4, 2022 (File No. 333-262531)).
120
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https://www.sec.gov/Archives/edgar/data/1856365/000114036121026281/nt10024103x7_ex3-1.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001856365/000185636523000045/finw-20231128.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001856365/000185636523000045/finw-20231128.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001856365/000185636523000045/finw-20231128.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001856365/000185636523000045/finw-20231128.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001856365/000185636523000045/finw-20231128.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001856365/000185636523000045/finw-20231128.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001856365/000185636523000045/finw-20231128.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001856365/000185636523000045/finw-20231128.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001856365/000185636523000045/finw-20231128.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001856365/000185636523000045/finw-20231128.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001856365/000114036123014828/brhc10050360_10k.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001856365/000114036123014828/brhc10050360_10k.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001856365/000114036123014828/brhc10050360_10k.htm
https://www.sec.gov/Archives/edgar/data/1856365/000114036121024467/nt10024103x6_ex4-2.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001856365/000114036123014828/brhc10050360_10k.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001856365/000114036123014828/brhc10050360_10k.htm
https://www.sec.gov/Archives/edgar/data/1856365/000114036122022905/brhc10038736_ex10-1.htm
https://www.sec.gov/Archives/edgar/data/1856365/000114036121024467/nt10024103x6_ex10-2.htm
https://www.sec.gov/Archives/edgar/data/1856365/000114036121026281/nt10024103x7_ex10-3.htm
https://www.sec.gov/Archives/edgar/data/1856365/000114036121024467/nt10024103x6_ex10-4.htm
https://www.sec.gov/Archives/edgar/data/1856365/000114036121024467/nt10024103x6_ex10-5.htm
https://www.sec.gov/Archives/edgar/data/1856365/000114036122003901/brhc10033452_ex4-6.htm
https://www.sec.gov/Archives/edgar/data/1856365/000114036122003901/brhc10033452_ex4-7.htm

10.8+ Non-qualified
Stock Option
Agreement
with Kent
Landvatter
(incorporated
by_reference
to Exhibit 4.8
of the
Registrant’s
Registration
Statement on
Form S-8
filed with the
Securities
and
Exchange
Commission
on_February
4, 2022 (Eile
No. 333-
262531)).

10.9+ Non-qualified
Stock Option
Agreement
with Fred
Healey  for
2020 service
(incorporated
by_reference
to Exhibit 4.9
of the
Registrant's
Registration
Statement on
Form S-8
filed with the
Securities
and
Exchange
Commission
on_February
4,.2022 (File
No. 333-
262531)).

10.10+ Non-qualified Stock Option Agreement with Fred Healey for 2021 service (incorporated by reference to Exhibit 4.10 of the Registrant’s Registration
Statement on Form S-8 filed with the Securities and Exchange Commission on February 4, 2022 (File No. 333-262531)).
10.11+ Non-qualified Stock Option Agreement with Howard Reynolds for 2020 service (incorporated by reference to Exhibit 4.11 of the Registrant's
Registration Statement on Form S-8 filed with the Securities and Exchange Commission on February 4, 2022 (File No. 333-262531)).
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https://www.sec.gov/Archives/edgar/data/1856365/000114036122003901/brhc10033452_ex4-8.htm
https://www.sec.gov/Archives/edgar/data/1856365/000114036122003901/brhc10033452_ex4-9.htm
https://www.sec.gov/Archives/edgar/data/1856365/000114036122003901/brhc10033452_ex4-10.htm
https://www.sec.gov/Archives/edgar/data/1856365/000114036122003901/brhc10033452_ex4-11.htm

10.12+10.10+ Non-qualified
Stock Option
Agreement
with Howard
Reynolds for
2021 service
(incorporated
by_reference
to Exhibit
4.12 of the
Registrant's
Registration
Statement on
Form S-8
filed with the
Securities
and
Exchange
Commission
on_February
4, 2022 (File
No. 333-
262531)).

10.13+10.11+ Non-qualified
Stock Option
Agreement
with Jerry
Cunningham
for 2020
service
(incorporated
by_reference
to  Exhibit
4.13 of the
Registrant's
Registration
Statement on
EForm S-8
filed with the
Securities
and
Exchange
Commission
on_February
4,.2022 (File
No. 333-
262531)).
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https://www.sec.gov/Archives/edgar/data/1856365/000114036122003901/brhc10033452_ex4-13.htm

10.14+10.12+ Non-qualified
Stock Option
Agreement
with Jerry
Cunningham
for 2021
service
(incorporated
by_reference
to Exhibit
4.14 of the
Registrant’s
Registration
Statement on
Form S-8
filed with the
Securities
and
Exchange
Commission
on_February
4, 2022 (Eile
No. 333-
262531)).

10.15+10.13+ Non-qualified
Stock Option
Agreement
with Tom
Gibson _for
2020 service
(incorporated
by_reference
to  Exhibit
4.15 of the
Registrant's
Registration
Statement on
EForm S-8
filed with the
Securities
and
Exchange
Commission
on_February
4,.2022 (File
No. 333-
262531)).
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https://www.sec.gov/Archives/edgar/data/1856365/000114036122003901/brhc10033452_ex4-15.htm

10.16+10.14+ Non-qualified
Stock Option
Agreement
with Tom
Gibson _ for
2021 service
(incorporated
by_reference
to Exhibit
4.16 of the
Registrant's
Registration
Statement on
Form S-8
filed with the
Securities
and
Exchange
Commission
on_February
4, 2022 (File
No. 333-
262531)).

10.17+10.15+ Non-qualified
Stock Option
Agreement
with Jim
Giordano _for
2020 service
(incorporated
by_reference
to Exhibit
4.17 of the
Registrant's
Registration
Statement on
Form S-8
filed with the
Securities
and
Exchange
Commission
on_February
4, 2022 (Eile
No. 333-
262531)).
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https://www.sec.gov/Archives/edgar/data/1856365/000114036122003901/brhc10033452_ex4-17.htm

10.18+10.16+ Non-qualified
Stock Option
Agreement
with Jim
Giordano for
2021 service
(incorporated
by_reference
to Exhibit
4.18 of the
Registrant's
Registration
Statement on
Form S-8
filed with the
Securities
and
Exchange
Commission
on_February
4, 2022 (File
No. 333-
262531)).

10.19+10.17+ Non-qualified
Stock Option
Agreement
with Jeana
Hutchings for
2020 service
(incorporated
by_reference
to Exhibit
4.19 of the
Registrant's
Registration
Statement on
Form S-8
filed with the
Securities
and
Exchange
Commission
on_February
4, 2022 (Eile
No. 333-
262531)).
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https://www.sec.gov/Archives/edgar/data/1856365/000114036122003901/brhc10033452_ex4-19.htm

10.20+10.18+ Non-qualified
Stock Option
Agreement
with _Jeana
Hutchings for
2021 service
(incorporated
by_reference
to Exhibit
4.20 of the
Registrant's
Registration
Statement on
Form S-8
filed with the
Securities
and
Exchange
Commission
on_February
4, 2022 (File
No. 333-
262531)).

10.21+10.19+ Non-qualified
Stock Option
Agreement
with Lisa
Chapman for
2020 service
(incorporated
by_reference
to Exhibit
4.21 of the
Registrant's
Registration
Statement on
Form S-8
filed with the
Securities
and
Exchange
Commission
on_February
4, 2022 (Eile
No. 333-
262531)).
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10.22+10.20+ Non-qualified
Stock Option
Agreement
with Lisa
Chapman for
2021 service
(incorporated
by_reference
to Exhibit
4.22 of the
Registrant’s
Registration
Statement on
Form S-8
filed with the
Securities
and
Exchange
Commission
on_February
4,.2022 (File
No. 333-
262531)).
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10.23+*10.21+ Form of Employee Restricted Stock Agreement under the FinWise Bancorp 2019 Stock Option Plan. Plan_(incorporated by reference to Exhibit 10.23 of the
Registrant's Annual Report on Form 10-K filed with the Securities and Exchange Commission on March 30, 2023).

10.24+*10.22+ Form of Employee Incentive Stock Option Agreement under the FinWise Bancorp 2019 Stock Option Plan. Plan _(incorporated by reference to Exhibit 10.24 of
the Registrant's Annual Report on Form 10-K filed with the Securities and Exchange Commission on March 30, 2023).

10.25+*10.23+ Form of Employee Incentive Stock Option Agreement under the FinWise Bancorp 2016 Stock Option Plan and the FinWise Bancorp 2019 Stock Option
Plan. Plan (incorporated by reference to Exhibit 10.25 of the Registrant's Annual Report on Form 10-K filed with the Securities and Exchange Commission on
March 30, 2023)

Index

10.26+*

10.24+ Form of Director
Restricted Stock
Agreement _under __the
EinWise Bancorp 2019
Stock Option Plan.Plan
(incorporated by reference
to Exhibit 10.26 of the
Registrant's Annual
Report on Form 10-K filed
with the Securities and
Exchange Commission on
March 30, 2023).

10.2710.25 Standstill Agreement
dated January 19, 2016,
by_and between FinWise
Bancorp _and _Business
Eunding
Group(incorporated
(incorporated by,
reference to Exhibit 10.7
of the Registrant’s
Registration Statement on
Form S-1 filed with the
Securities and Exchange

Commission_on July 15,
2021  (File Na 222
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https://www.sec.gov/ix?doc=/Archives/edgar/data/0001856365/000114036123014828/brhc10050360_10k.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001856365/000114036123014828/brhc10050360_10k.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001856365/000114036123014828/brhc10050360_10k.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001856365/000114036123014828/brhc10050360_10k.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001856365/000114036123014828/brhc10050360_10k.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001856365/000114036123014828/brhc10050360_10k.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/0001856365/000114036123014828/brhc10050360_10k.htm
https://www.sec.gov/Archives/edgar/data/1856365/000114036121024467/nt10024103x6_ex10-7.htm

10.2810.26

10.2910.27

10.3010.28

10.29

REFINITIV CORPORATE DISCLOSURES | www.refinitiv.com | Contact Us

©2024 Refinitiv. All rights reserved. Republication or redistribution of Refinitiv content, including by framing or similar means, is prohibited without the prior written
consent of Refinitiv. 'Refinitiv' and the Refinitiv logo are registered trademarks of Refinitiv and its affiliated companies.

257929)).

Right of First Refusal and
Option Agreement dated
March 31, 2020, by and
among_FinWise Bancorp
and the members of

Business Funding
Group(incorporated
(incorporated by

reference to Exhibit 10.8
of the Registrant’s
Registration Statement on
Form S-1 filed with the
Securities and Exchange
Commission_on July 15,
2021 (File  No. 333-
257929)).

Membership Interest
Membership Interest
Purchase

Agreement Agreement,

dated as of December 31,
2019 by and,__among
EinWise Bancorp,
Business Funding_Group,
LLC and certain of its
members _of Business
Eunding
Group(incorporatednamed
therein _(incorporated by
reference to Exhibit 10.9
of the
Registrant’s Registrant's
Registration Statement on
Form S-1 filed with the
Securities and Exchange
Commission_on July 15,
2021 (Eile _No. 333-
257929)).

Membership Interest
Purchase Agreement
dated as of July 25, 2023,
among_Business Funding
Group, LLC, certain of its
members named therein
and _FinWise Bancorp
(incorporated by reference
to Exhibit 10.1 of the
Registrant’s Current
Report on Form 8-K filed
with the Securities and
Exchange Commission on
July 27, 2023).

Sublease dated
December 7, 2018,
between Motorola
Solutions, Inc. and
EinWise
Bancorp(incorporated
(incorporated by,

reference to Exhibit 10.10
of the Registrant's
Registration Statement on
Form S-1 filed with the
Securities and Exchange
Commission _on July 15,
2021 (File No. 333-

141/163
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257929)).

Lease dated January 27,
1999 between EPA
Sandy__Mall Associates,
LLC and FinWise
Bancorp(incorporated
(incorporated by,
reference to Exhibit 10.11
of the Registrant’s
Registration Statement on
Form S-1 filed with the
Securities and Exchange
Commission _on July 15,
2021 (Eile__No. 333-
257929)).

Eirst Amendment to Lease
dated June 3, 2009,
between FPA Sandy Mall
Associates,__LLC __and
EinWise
Bancorp(incorporated
(incorporated by
reference to Exhibit 10.12
of the Registrant’s
Registration Statement on
Form S-1 filed with the
Securities and Exchange
Commission_on July 15,
2021 (File _No. 333-
257929)).

Second Amendment to
Lease dated April 25,
2014 between EPA
Sandy__Mall Associates,
LLC and FinWise
Bancorp(incorporated
(incorporated by,
reference to Exhibit 10.13
of the  Registrant's
Registration Statement on
Form S-1 filed with the
Securities _and Exchange
Commission _on July 15,
2021 (File No. 333-
257929)).

Lease dated December
2017, between  North
Village Centre,_Inc. and
EinWise
Bancorp(incorporated
(incorporated by
reference to Exhibit 10.14
of the Registrant’s
Registration Statement on
Form S-1 filed with the
Securities and Exchange
Commission _on July 15,
2021 (File No. 333-
257929)).

Lease dated July 30,
2021, between Mountain
View Business Center,
LLC and FinWise Bancorp
(incorporated by reference
to Exhibit 10.15 of the
Registrant’s _Registration
Statement on Form S-1
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10.36+21.1
10.37 Secured Promissory Note, dated as of June 1, 2022, by and between Alan Weichselbaum in favor Subsidiaries of
FinWise Bancorp (incorporated by reference to Exhibit 10.3 to the Registrant's Form 10-Q filed November 14, 2022).
10.38 Security Agreement, dated June 16, 2022, by and between Alan Weichselbaum and FinWise Bancorp (incorporated by,
reference to Exhibit 10.4 to Form 10-Q filed November 14, 2022).
10.39+ Separation and Consulting Agreement, dated as of June 1, 2022, by and among_FinWise Bancorp, FinWise Bank and

David Tilis (incorporated by reference to Exhibit 10.121.1 of the Registrant’s Current Registrant's Annual Report on Form
8-K 10-K filed with the Securities and Exchange Commission Commission on June 22, 2022). March 30, 2023)

21.1*23.1*

23.1* Consent of Moss Adams LLPLLP.

31.1*

31.2*

32.1*

101*97.1*

101*

104*

+ Management contract or compensation plan, contract or arrangement.

*  Filed herewith

* Filed herewith

122

filed with the Securities
and Exchange
Commission on August 4,
2021 (File No. 333-

257929)).
Letter Agreement, dated

between FinWise Bank
and James Noone
(incorporated by reference
to Exhibit 10.1 of the
Registrant's Current
Report on Form 8-K filed
with the Securities and
Exchange Commission on
May 23, 2022).

Subsidiaries of FinWise
Bancorp

Rule 13a-14(a),
Certification of the
Principal Executive
Officer.

Rule 13a-14(a),

Certification of the
Principal Financial Officer.
Section 1350 Certification
of Chief Executive Officer
and  Chief  Financial
Officer.

EinWise Bancorp
Compensation
Recoupment Policy.

Inline  XBRL Interactive
Data

Cover Page Interactive
Data File (embedded
within the Inline XBRL
document in Exhibit 101)

Index Index

SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the

undersigned, thereunto duly authorized.
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FINWISE BANCORP

Date: March 30, 2023 25, 2024 By: /sl Kent Landvatter

Kent Landvatter

President and Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed by the following persons on behalf of the Registrant and in the capacities
and on the dates indicated.

Signature Title Title Date
President, March 30, 25,
Chief 2023 2024
Executive
Officer
and
Director
By: /s/ Kent Landvatter
(Principal
Executive
Officer)
Kent Landvatter
Chairman
of the
Board
By:
By: Executive Vice President and Chief Financial March25, 2024
/sl Javvis Jacobson Officer 30,
2023 Javvis
(Principal Financial and Accounting Officer) Jacobson
By: Vice March 30, 25,
Chairman 2023 2024
of the
/sl Howard I. Reynolds Board
Howard I. Reynolds
By: Director March 30, 25,
/sl Alan Weichselbaum 2023 2024
Alan Weichselbaum
By: Director March 30, 25,
Is/ James N. Giordano 2023 2024
James N. Giordano
By: Director March 30, 25,
/sl Thomas E. Gibson, Jr. 2023 2024
Thomas E. Gibson, Jr.
By: Director ~ March 30, 25,
Is/ Lisa Ann Nievaard 2023 2024
Lisa Ann Nievaard
By: Director ~ March 30, 25,
Isl Jeana Hutchings 2023 2024
Jeana Hutchings
By: Director ~ March 30, 25,
Is/ Gerald E. Cunningham 2023 2024
Gerald E. Cunningham
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Exhibit 4.1

Exhibit 4.3

DESCRIPTION OF REGISTRANT'S SECURITIES
REGISTERED UNDER SECTION 12 OF THE
SECURITIES EXCHANGE ACT OF 1934, AS AMENDED

The following is a description of the common stock of FinWise Bancorp is a summary and is not complete. This description is subject to and qualified in its entirety by reference to
our Fourth Amended and Restated Atrticles of Incorporation (our “Articles”) and our Amended and Restated By-Laws (our “Bylaws”), together with the amendments to each of them,
all of which are exhibits to our Annual Report on Form 10-K, and to the provisions of the Utah Revised Business Corporation Act, as amended (the “BCA”). We encourage you to
read such documents and the applicable provisions of the BCA for additional information.

le.image.jpg

General

We are incorporated in the state of Utah. The rights of our shareholders are generally covered by Utah law and our Articles and Bylaws. The terms of our capital stock are therefore
subject to Utah law, including the BCA and the common and constitutional law of Utah.

Our Articles authorize us to issue up to 44,000,000 shares of capital stock, consisting of (i) 40,000,000 shares of common stock, par value $0.001 per share, and (ii) 4,000,000
shares of Preferred Stock, par value $0.001 per share. The authorized but unissued shares of our capital stock are available for future issuance without shareholder approval,
unless otherwise required by applicable law or the rules of any applicable securities exchange. Fully paid shares of capital stock, regardless of class or series, are not liable for any
call rights and are nonassessable.

Common Stock

Voting. Each holder of our common stock is entitled to one vote for each share on all matters submitted to a vote of shareholders, except as otherwise required by law. The
members of our board of directors are elected by a plurality of the votes cast. Our Articles do not authorize cumulative voting. Unless expressly authorized by the articles of
incorporation, Utah law prohibits cumulative voting.

Dividends and Other Distributions. Subject to certain regulatory restrictions discussed in our Annual Report on Form 10-K, all shares of our common stock are entitled to share
equally in dividends from legally available funds, when, as, and if declared by our board of directors. Upon any voluntary or involuntary liquidation, dissolution or winding up of our
affairs, all shares of our common stock would be entitled to share equally in all our remaining assets available for distribution to our shareholders after payment of creditors and

subject to any prior distribution rights related to our preferred stock.

The Federal Reserve Board has established guidelines with respect to the maintenance of appropriate levels of capital by registered bank holding companies such as the Company.
Compliance with such standards, as presently in effect, or as they may be amended from time to time, could possibly limit the amount of dividends that we may pay in the future. In
1985, the Federal Reserve Board issued a policy statement on the payment of cash dividends by bank holding companies. In the statement, the Federal Reserve Board expressed
its view that a holding company experiencing earnings weaknesses should not pay cash dividends exceeding its net income, or which could only be funded in ways that weaken the
holding company’s financial health, such as by borrowing. Our ability to pay dividends and make other distributions to our shareholders depends in part upon the receipt of dividends
from the Bank and is limited by federal law. The Bank is a legal entity separate and distinct from the Company. As a depository institution, the deposits of the Bank are insured by
the FDIC, which is the Bank's primary federal regulator. Under certain circumstances the FDIC may determine that the payment of dividends or other distributions by a bank would
be an unsafe or unsound practice and to prohibit that payment. The Federal Deposit Insurance Act, or the FDIA, and the FDIC regulations generally allow a bank to pay dividends
on common stock only out of net income for the calendar year to date and retained earnings from the prior two calendar years. Additionally, the FDIA generally prohibits an insured
depository institution from making any capital distribution (including payment of a dividend) or paying any management fee to its parent holding company if the depository institution
would thereafter be undercapitalized.

Preemptive Rights. Under Utah law, shareholders do not have a preemptive right to acquire a corporation’s unissued shares except to the extent the articles of incorporation provide
such a right. The Company’s Articles do not grant preemptive rights to its shareholders.

Restrictions on Ownership. The BHC Act generally permits a company to acquire control of the Company with the prior approval of the Federal Reserve Board. However, any such
company is restricted to banking activities, other activities closely related to the banking business as determined by the Federal Reserve Board and, for some companies, certain
other financial activities. The BHC Act defines control in general as ownership of 25% or more of any class of voting securities, the authority to appoint a majority of the board of

directors or other exercise of a controlling influence. Federal Reserve Board regulations provide that ownership of 5% or less of a class of voting securities is not control. Under a
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rebuttable presumption established by the Federal Reserve Board, the acquisition of 10% or more of a class of voting stock of a bank holding company with a class of securities
registered under Section 12 of the Securities Exchange Act of 1934, such as the Company following the offering, would, under the circumstances set forth in the presumption,

constitute acquisition of control of the bank holding company.

Preferred Stock

Our Articles authorize, and Utah corporate law permits, our board of directors to create and designate one or more series of preferred stock having such preferences, dividends,
voting rights, the relative participating, option or other special rights, if any, of the series, and any qualifications, limitations or restrictions applicable to such rights and other
provisions as the board of directors determines in its discretion. Creation and designation of a series of preferred stock can be done without shareholder approval. Any amendment
of the Articles, however, must be approved by the Utah Department of Financial Institutions. Creation of a series of preferred stock will require the Articles to be amended and thus
requires the approval of the Utah Department of Financial Institutions. The Articles authorize the directors to create one or more classes of preferred stock and to issue up to
4,000,000 shares of preferred stock without shareholder approval.

Amendment of the Articles

Pursuant to Section 16-10a-1003 of the Utah Revised Business Corporation Act, unless a different voting standard is required by the articles of incorporation or the board of
directors conditions the submission of a proposed amendment to the shareholders, a majority of the votes entitled to be cast is required for shareholder approval of an amendment
to the articles of incorporation. Section 7.5 of our Articles requires the affirmative vote of the holders of not less than 80% of the outstanding shares entitled to vote in an election of
directors to amend, alter, change or repeal the provisions in our Articles relating to the limitation on business combination between us and interested shareholders.

Business Combinations

Our Articles include provisions regarding “business combinations” between corporations organized under the laws of the state of Utah and “interested shareholders.” Our Articles
contain provisions which prohibit us from engaging in a business combination with an interested shareholder for a period of three years after the date of the transaction in which the
interested shareholder became a shareholder, unless:

« prior to the date of the transaction that resulted in the shareholder becoming an interested shareholder, our board approved the business combination or the transaction that
resulted in the shareholder becoming an interested shareholder;

« upon consummation of the transaction that resulted in the shareholder becoming an interested shareholder, the interested shareholder owned at least 85% of our voting stock
(other than certain excluded shares) outstanding at the time the transaction commenced;

« on or subsequent to the date of the transaction that resulted in the shareholder becoming an interested shareholder, the business combination is approved by the board and
authorized at an annual or special meeting of shareholders by the affirmative vote of at least 66 2/3% of the outstanding voting stock that is not owned by the interested
shareholder; or the shareholder is the owner of 15% or more of the outstanding voting stock of the Company at the time of the consummation of this offering.

For purposes of these provisions, a “business combination” includes mergers, consolidations, exchanges, asset sales, leases and other transactions resulting in a financial
benefit to the interested shareholder. An “interested shareholder” is defined as any person or entity that beneficially owns 15% or more of our outstanding voting stock and
any person or entity affiliated with or controlling or controlled by that person or entity.

Removal of Directors

Our Atrticles provide that our directors may be removed only for cause and only upon the affirmative vote of at least 66.66% of the outstanding shares of our capital stock entitled to

vote for directors. These provisions may discourage, delay or prevent the removal of incumbent directors.

Forum Selection

Our Atrticles and Bylaws provide that the United States District Court for the District of Utah and any Utah state court sitting in Salt Lake County, Utah are the exclusive forum for (1)

any derivative action or proceeding brought on our behalf, (2) any action asserting a claim of breach of a fiduciary duty owed by any of our directors, officers or other employees to

us or our shareholders, (3) any action asserting a claim arising pursuant to any provision of the BCA, our Articles or our Bylaws, or (4) any action asserting a claim governed by the
internal affairs doctrine, unless we consent in writing to the selection of an alternative forum.

BE

This exclusive forum provision in our Articles and Bylaws is intended to apply to claims arising under Utah state law and would not apply to claims brought pursuant to the Securities
Act of 1933, as amended, or the Securities Exchange Act of 1934, as amended, or any other claim for which the federal courts have exclusive jurisdiction. The exclusive forum
provision in our Articles and Bylaws will not relieve us of any of our duties to comply with the federal securities laws and the rules and regulations thereunder, and our shareholders
will not be deemed to have waived our compliance with these laws, rules and regulations.

Certain Provisions Potentially Having an Anti-Takeover Effect

Several provisions of our Articles and Bylaws, which are summarized herein, may have anti-takeover effects. These provisions are intended to avoid costly takeover battles, lessen
our vulnerability to a hostile change of control and enhance the ability of our board of directors to maximize shareholder value in connection with any unsolicited offer to acquire us.
For example, our Articles and Bylaws contain provisions for, among other things, the restriction on business combinations with interested shareholders as discussed above and
other provisions such as the staggered election of directors to serve for three-year terms, which may have the effect of discouraging a merger proposal, a take-over attempt or other
efforts to gain control of us. The accelerated vesting of options and other incentive compensation in the event of a change of control may also have the effect of discouraging a
merger proposal, a take-over attempt or other efforts to gain control of us. Such anti-takeover provisions, could discourage, delay or prevent (1) the merger or acquisition of our
company by means of a tender offer, a proxy contest or otherwise that a shareholder may consider in its best interest and (2) the removal of incumbent officers and directors.
Limited Actions by Shareholders

Our Articles and our Bylaws provide that any action required or permitted to be taken by our shareholders must be effected at an annual or special meeting of shareholders or by the
unanimous written consent of our shareholders.

Advance Notice Requirements for Shareholder Proposals and Director Nominations

Our Bylaws provide that shareholders seeking to nominate candidates for election as directors or to bring business before an annual meeting of shareholders must provide timely
notice of their proposal in writing to the corporate secretary. Generally, to be timely, a shareholder’s notice must be received at our principal executive offices not less than 150 days
nor more than 180 days before the first anniversary of the preceding year’'s annual meeting of shareholders. Our Bylaws also specify requirements as to the form and content of a
shareholder’s notice. These provisions may impede a shareholder’s ability to bring matters before an annual meeting of shareholders or make nominations for directors at an annual
meeting of shareholders.

Transfer Agent and Registrar
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Broadridge Financial Solutions, Inc. serves as our transfer agent and registrar.
Listing
Our common stock on the NASDAQ Stock Market LLC under the symbol “FINW.”

| o
Exhibit 10-23
FINWISE BANCORP
RESTRICTED STOCK AGREEMENT
THIS RESTRICTED STOCK AGREEMENT (this “Agreement”), made to be effective as of (the “Effective Date”) among Finwise Bancorp, a bank holding
company (the “Company”) and (the “Executive”). The Company and the Executive are hereafter sometimes individually referred to as a “party” and collectively as

the “parties”.

WHEREAS, the Executive is an employee of the Company or an affiliate of the Company;

WHEREAS, the parties hereto desire to enter into this Agreement to provide for the issuance and vesting of shares of stock in the Company.

NOW THEREFORE, for and good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged the Company and the Executive agree as
follows:

1.Issuance of Award. Pursuant to and subject to the terms of the Company’s 2019 Stock Option Plan (the “Plan”) and this Agreement, the Company hereby grants to the
Executive, as of the Effective Date, an award of restricted shares of Common Stock (the “Award”).
2.Incorporation of Plan. All terms, conditions and restrictions of the Plan are incorporated herein and made part hereof as if stated herein. If there is any conflict between
the terms and conditions of the Plan and this Agreement, the terms and conditions of the Plan, as interpreted by the Administrator, shall govern. Except as otherwise provided
herein, all capitalized terms used herein shall have the meaning given to such terms in the Plan.
3.Vesting; Forfeiture.
3.1.Vesting. Subject to Section 3.2, a number of whole shares as close as possible to ¥ of the Award will vest on each of the first three anniversaries of the
Effective Date (each such date, a “Vesting Date”), provided that with respect to each Vesting Date, the Return on Average Assets (‘ROAA”) for FinWise Bank (the “Bank”), a
wholly-owned subsidiary of the Company, for the most recent annual period ended on or immediately prior to such Vesting Date that is also ended on the last day of the most recent
annual period for which the Federal Deposit Insurance Corporation (the “FDIC”) has published a national average ROAA is at least ____times the national average ROAA published
by the FDIC for such annual period.
3.2.Forfeiture. If the Executive's service with the Company or an affiliate of the Company terminates for any reason, whether by the employer or the Executive, prior
to his becoming vested in all of the shares of Common Stock comprising the Award, then any part of the Award in which the Executive is not vested at the time of such termination,
shall be automatically forfeited and cancelled without any payment thereon and all dividends or other distributions accrued with respect to such forfeited shares also shall be
forfeited.

4.Rights as a Shareholder.

4.1. Reasonably promptly after the later to occur of the Effective Date and the execution and delivery of this Agreement by the parties hereto, the Company
shall either issue stock certificates, registered in the name of the Executive, evidencing the shares of the Award or shall make (or cause to be made) an appropriate book entry
reflecting the Executive’s ownership of such shares. The restricted shares, if certificated, shall bear a legend reflecting the restrictions and forfeiture provisions set forth in the Plan
and thus Agreement, and if held in uncertificated form, shall be subject to an appropriate electronic coding or stop order. Each such stock certificate shall be held in the custody of
the Company until such shares vest.

4.2.The Executive shall not be deemed for any purpose to be, or have rights as, a shareholder of the Company by virtue of the grant of the Award, except to the
extent a stock certificate is issued therefor or an appropriate book entry is made reflecting the issuance thereof pursuant to Section 4.1 hereof, and then only from the date such
certificate is issued or such book entry is made. Following the issuance of such stock certificate or the making of such book entry, the Executive shall have all rights as a
shareholder of common stock for all shares comprising the Award, whether or not such shares are vested, including all rights to dividends, subject to forfeiture of such dividends in
the event that the underlying shares are later forfeited, as well as the right to vote; provided, however, that the Executive acknowledges that unless he has made an election under
Section 83(b) of the IRS Code, any amounts paid as dividends on shares that have not vested may be treated as additional compensation to the Executive and the Executive
hereby authorizes the Company to withhold any taxes or other amounts required to be withheld from such dividends.

4.3. Unless the Administrator otherwise determines, any property received by the Executive with respect to a share of the Award as a result of any cash
dividend, stock dividend, recapitalization, merger, consolidation, combination, exchange of shares, distribution or otherwise, (i) will not vest until such share of the Award vests, (i)
may, in the sole discretion of the Administrator, be held in custody by the Company and (iii) shall be subject to the provisions of this Agreement, and to all other restrictions as apply
to the shares in respect of which such property was paid. The Company shall issue to the Executive a receipt evidencing the property held by it in respect of the Award. Any such
property received by the Executive with respect to a share of the Award shall be delivered to the Company in the event such share is forfeited. Any securities received by the
Executive with respect to a restricted share of the Award as a result of any dividend, recapitalization, merger, consolidation, combination, exchange of shares or otherwise shall bear
a legend or be subject to an electronic coding or stop order, as set forth in Section 4.1 hereof.

5.Restrictions on Transfer of Awards. Prior to vesting, the Award may not be transferred without the prior written consent of the Company which consent may be
withheld in its discretion; provided, however, that the Award may be transferred for estate planning purposes to a trust or limited liability company controlled by the Executive. Any
permitted transferee of the Award shall take such Award subject to the terms of this Agreement. Any such permitted transferee must agree to be bound by this Agreement, and
shall execute a joinder agreement, and must agree to such other waivers, limitations, and restrictions as the Company may reasonably require. Any transfer of the Award which is
not made in compliance with this Agreement shall be null and void and of no effect.

]

6.Tax Advice. The Executive acknowledges that none of the Employers or their agents, employees or representatives have made any warranties or
representations to the Executive with respect to the income tax consequences of the transactions contemplated by this Agreement, and the Executive is in no manner relying on the
Company or its agents, employees or representatives for an assessment of such tax consequences. The Executive should rely on the Executive’s own tax advisors for such advice.
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7.Taxes. The Executive is solely responsible for any taxes, interest or penalties with respect to the issuance, vesting or disposition of the Award. Prior to the
vesting of any portion of the Award, the Executive must make arrangements satisfactory to the Company to pay or provide for any applicable federal, state and local withholding
obligations of the Company. The Executive may satisfy such tax withholding obligation relating to the vesting of the Award by tendering a cash payment or through such means as
the Administrator may determine in its sole discretion. The Company may withhold from amounts, if any, payable to the Executive any applicable withholding or employment taxes
resulting from the issuance or vesting of the Award or any dividends or distribution with respect to the Award.

8.Remedies. The Executive shall be liable to the Company for all costs and damages, including incidental and consequential damages, resulting from a disposition
of the Award which is in violation of the provisions of this Agreement. Without limiting the generality of the foregoing, the Executive agrees that the Company shall be entitled to
obtain specific performance of the obligations of the Executive under this Agreement and immediate injunctive relief in the event any action or proceeding is brought in equity to
enforce the same. The Executive will not urge as a defense that there is an adequate remedy at law.

9.Notices. Any notice or communication required or permitted to be given to any party under this Agreement shall be in writing and shall be deemed to have been
duly given or made: (a) if delivered personally by courier or otherwise, then as of the date delivered or if delivery is refused, then as of the date presented; (b) if sent or mailed by
reputable overnight courier service to the Company at its principal office address and to the Executive at his address appearing in the current records of the Company, then as of the
first business day after the date so sent; (c) if sent or mailed by certified U.S. Mall, return receipt requested, to the Company at its principal office address and to the Executive at his
address appearing in the current records of the Company, then as of the third business day after the date so mailed or (d) by email to the Company at and to the Executive
at his email address appearing in the current records of the Company. The address or email address to which notices to a party shall be sent may be changed by such party from
time to time by written notice to the other party.

10.Successors and Assigns. Subject to the limitations set forth in this Agreement, this Agreement shall be binding upon, and inure to the benefit of, the executors,
administrators, heirs, legal representatives, successors and assigns of the parties hereto, including, without limitation, any business entity that succeeds to the business of the
Company. Subject to the restrictions on transfer herein set forth, this Agreement shall be binding upon the Executive and his or her heirs, executors, administrators, successors and
assigns.

[ ]

11.Interpretation. The Executive hereby acknowledges that all decisions, determinations and interpretations of the Administrator in respect of this Agreement and
the Award shall be final and conclusive.

12.Delays or Omissions. No delay or omission to exercise any right, power or remedy accruing to any party hereto upon any breach or default of any party under
this Agreement, shall impair any such right, power or remedy of such party, nor shall it be construed to be a waiver of any such breach or default, or an acquiescence therein, or of
or in any similar breach or default thereafter occurring, nor shall any waiver of any single breach or default be deemed a waiver of any other breach or default theretofore or
thereafter occurring. Any waiver, permit, consent or approval of any kind or character on the part of any party of any breach or default under this Agreement, or any waiver on the
part of any party or any provisions or conditions of this Agreement, must be in a writing signed by such party and shall be effective only to the extent specifically set forth in such
writing.

13.Entire Agreement; Amendments and Waivers. This Agreement, [together with the Executive’s employment agreement, dated as of ,] constitutes the
entire agreement among the parties pertaining to the subject matter hereof and supersedes all prior agreements, understandings, negotiations and discussions, whether oral or
written, of the parties. This Agreement may not be amended except in an instrument in writing signed on behalf of each of the parties hereto and approved by the Board. No
amendment, supplement, modification or waiver of this Agreement shall be binding unless executed in writing by the party to be bound thereby.

14.Non-solicitation.

14.1. In consideration of the Award, the Executive agrees and covenants not to:

a. directly or indirectly, solicit, hire, recruit, attempt to hire or recruit, or induce the termination of employment of any employee of the Company or its
Affiliates for twelve months following the Executive’s termination of employment; or
b. or indirectly, solicit, contact (including, but not limited to, e-mail, regular mail, express mail, telephone, fax, and instant message), attempt to contact

or meet with the current customers of the Company or any of its Affiliates for purposes of offering or accepting goods or services similar to or competitive with those offered
by the Company or any of its Affiliates for a period of twelve months following the Executive’s termination of employment.
14.2. In the event of a breach or threatened breach of any of the covenants contained in Section 14.1, the Executive hereby consents and agrees that the
Company shall be entitled to, in addition to other available remedies, a temporary or permanent injunction or other equitable relief against such breach or threatened breach from
any court of competent jurisdiction, without the necessity of showing any actual damages or that money damages would not afford an adequate remedy, and without the necessity of
posting any bond or other security. The aforementioned equitable relief shall be in addition to, not in lieu of, legal remedies, monetary damages or other available forms of relief.

4-

15.Clawback. The Award or any portion thereof, whether or not vested, shall be subject to forfeiture as set forth in this Section 15, as determined by the
Administrator in its sole discretion. In the event that any portion of the Award is forfeited, any dividends or other distributions with respect to such shares also shall be forfeited.
Upon notice by the Administrator, the Executive shall deliver to the Company any applicable stock certificates and any dividends or other distributions received by the Executive
relating to the forfeited Award or portion of the Award.

15.1.Financial Restatement. In the event of the restatement of the Company’s financial statements due to material noncompliance with financial reporting
requirements under applicable securities laws, as required by the Securities and Exchange Commission, any portion of the Award that would not have been granted to the Executive
or which would not have vested, after giving effect to the restatement, will be subject to forfeiture.

15.2.Financial Loss or Reputational Damage. If the Company suffers extraordinary financial loss, reputational damage or similar adverse impact as a result of
actions taken or decisions made by the Executive in circumstances constituting illegal or intentionally wrongful conduct, gross negligence or seriously poor judgment, the entire
Award will be subject to forfeiture.

15.3.Risk-Adjustment: Unvested shares of the Award will be subject to forfeiture if the Executive engaged in risk-taking that is determined by the Administrator to be
outside the company’s risk parameters.

16.Invalidity. If for any reason one or more of the provisions contained in this Agreement or in any other instrument referred to herein, shall, for any reason, be
held to be invalid, illegal or unenforceable in any respect, then to the maximum extent permitted by law, such invalidity, illegality or unenforceability shall not affect any other
provision of this Agreement or any other such instrument.

17.Titles. The titles, captions or headings of the Sections herein are inserted for convenience of reference only and are not intended to be a part of or to affect the
meaning or interpretation of this Agreement.

18.No Right to Employment. This Agreement shall NOT confer upon the Executive any right to continue as an employee of the Company or an affiliate. Further,
nothing in this Agreement shall be construed to limit the discretion of the Company or any affiliate to terminate the Executive’s employment at any time and for any reason.
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19.Governing Law. This Agreement shall be governed by and construed in accordance with the laws of the State of Utah, with regard to the conflict of laws
principles thereof.

20.Titles. The titles, captions or headings of the Sections herein are inserted for convenience of reference only and are not intended to be a part of or to affect the
meaning or interpretation of this Agreement.

-5.

21.Counterparts. This Agreement may be executed in any number of counterparts, any of which may be executed and transmitted by facsimile, by email in
portable document format (.pdf), or by any other electronic means intended to preserve the original graphic and pictorial appearance of a document, and each of which shall be
deemed to be an original, but all of which together shall be deemed to be one and the same instrument.
22.Executive Acknowledgment. The Executive hereby acknowledges (i) receipt of a copy of the Plan, (ii) that all decisions, determinations and interpretations of
the Administrator in respect of the Plan, this Agreement and the Award shall be final and conclusive and (iii) that any shares of Common Stock acquired pursuant to the Award are
being acquired for the Employee’s own account and not with a view to distribution.
[Signature Page Follows]

et

IN WITNESS WHEREOF, the parties hereto have executed this Restricted Stock Agreement as of the day and year first above written.
FINWISE BANCORP, a Utah corporation
By:
Name:
Title:
The Executive hereby accepts and agrees to be bound by all of the terms and conditions of this Agreement.

[Name]

Exhibit 10-24
FinWise Bancorp
Incentive Stock Option Agreement
This Stock Option Agreement (this “Agreement”) is made and entered into as of, ,____ by and between FinWise Bancorp, a Utah corporation, (the “Company”) and
(the “Executive”).
Grant Date:
Exercise Price per Share: $

Number of Option Shares:
Expiration Date:

1.Grant of Option.
grants to the Executive an option (the “Option”) to purchase the total number of shares of Common Stock of the Company equal to the number of Option Shares set forth above, at
the Exercise Price set forth above. This Option is an incentive stock option within the meaning of Section 422 of the Internal Revenue Code of 1986, as amended (the “Code”),
provided, however, that to the extent any portion of the Option does not qualify as an incentive stock option under Section 422(d) of the Code, such portion of the Option shall be a
non-qualified option.
1.2.Consideration. The grant of the Option is made in consideration of the services rendered by the Executive to the Company.
2.Incorporation of Plan. All terms, conditions and restrictions of the Plan are incorporated herein and made part hereof as if stated herein. If there is any conflict between
the terms and conditions of the Plan and this Agreement, the terms and conditions of the Plan, as interpreted by the Administrator, shall govern. Except as otherwise provided
herein, all capitalized terms used herein shall have the meaning given to such terms in the Plan.
3.Exercise Period; Vesting.
3.1.Vesting_Schedule. Subject to Section 3.2, this Option shall vest and become exercisable with respect to a whole number of shares as close as possible to ¥ of
the shares subject to the Option on each of the first three anniversaries of the Grant Date (each such date, a “Vesting Date”), provided that with respect to each Vesting Date, the
Return on Average Assets (‘ROAA”) for FinWise Bank (the “Bank”), a wholly-owned subsidiary of the Company, for the most recent annual period ended on or immediately prior to
such Vesting Date that is also ended on the last day of the most recent annual period for which the Federal Deposit Insurance Corporation (the “FDIC”) has published a national
average ROAA is at least ____times the national average ROAA published by the FDIC for such annual period.
3.2.If the Executive’s service with the Company or an affiliate of the Company terminates for any reason, whether by the employer or the Executive, prior to the
Option being vested and exercisable in full, then any portion of the Option that is not vested and exercisable at the time of such termination, shall be automatically forfeited and
cancelled without any payment thereon.
3.3.Expiration. Unless terminated earlier pursuant to the terms of the Plan or this Agreement, the Option will expire on the Expiration Date set forth above.

4.Termination of Employment.
4.1.Termination for Reasons Other Than Death, Disability. If the Executive’'s employment is terminated for any reason other than death, Disability or Cause, the
Executive may exercise the vested portion of the Option, but only within such period of time ending on the earlier of (a) the date three months following the termination of the
Executive’s employment or (b) the Expiration Date.
4.2.Termination due to Disability. If the Executive’s employment terminates as a result of the Executive’s Disability, the Executive may exercise the vested portion of
the Option, but only within such period of time ending on the earlier of (a) the date 12 months following the Executive’s termination of employment or (b) the Expiration Date.
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4.3.Termination due to Death. If the Executive’s employment terminates as a result of the Executive’s death, or the Executive dies within a period following
termination of the Executive’'s employment during which the vested portion of the Option remains exercisable, the vested portion of the Option may be exercised by the Executive’s
estate, by a person who acquired the right to exercise the Option by bequest or inheritance or by the person designated to exercise the Option upon the Executive’s death, but only
within the time period ending on the earlier of (a) the date 12 months following the Executive’s death or (b) the Expiration Date.

4.4.Termination for Cause. If the Company terminates the Executive’s employment for Cause, the Option shall expire as of the commencement of business on the
effective date of such termination and thereafter shall be null and void and of no further force or effect.

5.Manner of Exercise.

5.1.Election to Exercise. The Option shall be exercisable in whole or in part. The partial exercise of the Option shall not cause the expiration, termination or
cancellation of the remaining portion thereof. The Option shall be exercised by delivering notice to the Company in the form, manner and time specified by the Administrator,
accompanied by payment for the shares of Common Stock being purchased upon the exercise of the Option. If someone other than the Executive exercises the Option, then such
person must submit documentation reasonably acceptable to the Company verifying that such person has the legal right to exercise the Option.

5.2.Payment of Exercise Price. The entire Exercise Price of the Option shall be payable in full at the time of exercise in the manner designated by the Administrator.

5.3.Withholding. Prior to the issuance of shares upon the exercise of the Option, the Executive must make arrangements satisfactory to the Company to pay or
provide for any applicable federal, state and local withholding obligations of the Company. The Executive may satisfy such tax withholding obligation relating to the exercise of the
Option by tendering a cash payment, by means of a brokered cashless exercise or through such means as the Administrator may determine in its sole discretion. The Company
has the right to withhold from any compensation paid to Executive.

5.4.Issuance of Shares. Provided that the exercise notice and payment are in form and substance satisfactory to the Company, the Company shall issue the shares
of Common Stock registered in the name of the Executive, the Executive’s authorized assignee, or the Executive’s legal representative, and shall deliver certificates representing
the shares with the appropriate legends affixed thereto.

6.No Right to Continue as an Executive. This Agreement shall NOT confer upon the Executive any right to continue as an employee of the Company or an affiliate.
Further, nothing in this Agreement shall be construed to limit the discretion of the Company or any affiliate to terminate the Executive’s employment at any time and for any reason.
The Executive shall not have any rights as a shareholder with respect to any shares of Common Stock subject to the Option prior to the date that such shares have been issued
upon exercise of the Option.

7.Transferability. The Option may be transferred to a Permitted Transferee upon written approval by the Administrator.

8.Tax Obligations. Notwithstanding any action the Company takes with respect to any or all income tax, social insurance, payroll tax, or other tax-related withholding (“Tax-
Related Items”), the ultimate liability for all Tax-Related Items is and remains the Executive’s responsibility and the Company (a) makes no representation or undertakings regarding
the treatment of any Tax-Related Items in connection with the grant, vesting, or exercise of the Option or the subsequent sale of any shares acquired on exercise; and (b) does not
commit to structure the Option to reduce or eliminate the Executive’s liability for Tax-Related Items.

9.Non-solicitation.

9.1. In consideration of the Option, the Executive agrees and covenants not to:
a. directly or indirectly, solicit, hire, recruit, attempt to hire or recruit, or induce the termination of employment of any employee of the Company or its
Affiliates for twelve months following the Executive’s termination of employment; or
b. or indirectly, solicit, contact (including, but not limited to, e-mail, regular mail, express mail, telephone, fax, and instant message), attempt to contact

or meet with the current customers of the Company or any of its Affiliates for purposes of offering or accepting goods or services similar to or competitive with those offered
by the Company or any of its Affiliates for a period of twelve months following the Executive’s termination of employment.
9.2. In the event of a breach or threatened breach of any of the covenants contained in Section 9.1, the Executive hereby consents and agrees that the

Company shall be entitled to, in addition to other available remedies, a temporary or permanent injunction or other equitable relief against such breach or threatened breach from
any court of competent jurisdiction, without the necessity of showing any actual damages or that money damages would not afford an adequate remedy, and without the necessity of
posting any bond or other security. The aforementioned equitable relief shall be in addition to, not in lieu of, legal remedies, monetary damages or other available forms of relief.

10.Clawback. The Option or any portion thereof, whether or not vested, shall be subject to forfeiture as set forth in this Section 10, as determined by the Administrator in its
sole discretion. In the event of any forfeiture relating to any portion of the Option that has been exercised, the shares of Common Stock acquired by the Executive upon exercise
shall be subject to repurchase at the lesser of the exercise price paid for such shares and the Fair Market Value of such shares as of the date of repurchase and any dividends or
other distributions with respect to such shares also shall be forfeited. Upon notice by the Administrator, the Executive shall deliver to the Company this Agreement, any shares
acquired upon exercise of the Option and any dividends or other distributions received by the Executive on such shares relating to the forfeited Option or portion of the Option.

10.1.Financial Restatement. In the event of the restatement of the Company’s financial statements due to material noncompliance with financial reporting
requirements under applicable securities laws, as required by the Securities and Exchange Commission, any portion of the Option that would not have been granted to the
Executive or which would not have vested, after giving effect to the restatement, will be subject to forfeiture.
10.2.Financial Loss or Reputational Damage. If the Company suffers extraordinary financial loss, reputational damage or similar adverse impact as a result of
actions taken or decisions made by the Executive in circumstances constituting illegal or intentionally wrongful conduct, gross negligence or seriously poor judgment, the entire
Option will be subject to forfeiture.
10.3.Risk-Adjustment: Any unvested portion of the Option will be subject to forfeiture if the Executive engaged in risk-taking that is determined by the Administrator
to be outside the company’s risk parameters.
11.Notices. Any notice or communication required or permitted to be given to any party under this Agreement shall be in writing and shall be deemed to have been duly
given or made: (a) if delivered personally by courier or otherwise, then as of the date delivered or if delivery is refused, then as of the date presented; (b) if sent or mailed by
reputable overnight courier service to the Company at its principal office address and to the Executive at his address appearing in the current records of the Company, then as of the
first business day after the date so sent; (c) if sent or mailed by certified U.S. Mall, return receipt requested, to the Company at its principal office address and to the Executive at his
address appearing in the current records of the Company, then as of the third business day after the date so mailed or (d) by email to the Company at and to the Executive
at his email address appearing in the current records of the Company. The address or email address to which notices to a party shall be sent may be changed by such party from
time to time by written notice to the other party.
12.Governing Law. This Agreement will be construed and interpreted in accordance with the laws of the State of Utah without regard to conflict of law principles.
13.Definitions.
13.1.  “Cause” has the meaning provided in any employment, severance or other agreement governing the relationship between the Executive and the Company
that includes a definition of “cause,” and if no such agreement exists, “Cause” shall mean one or more of the following:
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a. any failure by the Executive substantially to perform the Executive’s employment or other duties;

b. any excessive unauthorized absenteeism by the Executive;

c. any refusal by the Executive to obey the lawful orders of the Board or any other person or committee to whom the Executive reports;

d. any act or omission by the Executive that is or may be injurious to the Company, monetarily or otherwise;

e. any act by the Executive that is inconsistent with the best interests of the Company;

f. the Executive’s material violation of any of the Company’s policies, including, without limitation, those policies relating to discrimination or sexual
harassment;

g. the Executive’s unauthorized (a) removal from the premises of the Company or an affiliate of any document (in any medium or form) relating to the

Company or an affiliate or the customers or clients of the Company or an affiliate or (b) disclosure to any person or entity of any of the Company’s, or its affiliates’,

confidential or proprietary information;

h. the Executive’s commission of any felony or any other crime involving moral turpitude; and
I. the Executive’s commission of any act involving dishonesty or fraud.

Any rights the Company may have hereunder in respect of the events giving rise to Cause shall be in addition to the rights the Company may have under any other
agreement with the Executive or at law or in equity. Any determination of whether the Executive’s employment is (or is deemed to have been) terminated for Cause shall be made
by the Administrator in its sole discretion. If, subsequent to the Executive’s voluntary termination of employment or involuntary termination of employment without Cause, it is
discovered that the Executive’s employment could have been terminated for Cause, the Administrator may deem the Executive’'s employment to have been terminated for Cause.
The Executive’s termination of employment for Cause shall be effective as of the date of the occurrence of the event giving rise to Cause, regardless of when the determination of
Cause is made.

13.2. “Common Stock” means the Company's common stock, $0.001 par value per share.
13.3. “Disability” means Executive’s total and permanent disability as defined in Section 22(e)(3) of the Internal Revenue Code.
13.4. “Permitted Transferee” means: (a) a member of the Executive’s immediate family (child, stepchild, grandchild, parent, stepparent, grandparent, spouse,

former spouse, sibling, niece, nephew, mother-in-law, father-in-law, son-in-law, daughter-in-law, brother-in-law, or sister-in-law, including adoptive relationships), any person sharing
the Executive’s household (other than a tenant or employee), a trust in which these persons have more than 50% of the beneficial interest, a foundation in which these persons (or
the Executive) control the management of assets, and any other entity in which these persons (or the Executive) own more than 50% of the voting interests; or (b) such other
transferees as may be permitted by the Board in its sole discretion.

14.Successors and Assigns. The Company may assign any of its rights under this Agreement. This Agreement will be binding upon and inure to the benefit of the
successors and assigns of the Company. Subject to the restrictions on transfer set forth herein, this Agreement will be binding upon the Executive and the Executive’s beneficiaries,
executors, administrators and the person(s) to whom the Option may be transferred by will or the laws of descent or distribution.

15.Severability. The invalidity or unenforceability of any provision of this Agreement shall not affect the validity or enforceability of any other provision of this Agreement,
and each provision of this Agreement shall be severable and enforceable to the extent permitted by law.

16.Discretionary Nature. The grant of the Option in this Agreement does not create any contractual right or other right to receive any Options or other Awards in the future.
Future Awards, if any, will be at the sole discretion of the Company.

17.Entire Agreement; Amendments and Waivers. This Agreement, [together with the Executive’s employment agreement, dated as of ,] constitutes the entire
agreement among the parties pertaining to the subject matter hereof and supersedes all prior agreements, understandings, negotiations and discussions, whether oral or written, of
the parties. This Agreement may not be amended except in an instrument in writing signed on behalf of each of the parties hereto and approved by the Board. No amendment,
supplement, modification or waiver of this Agreement shall be binding unless executed in writing by the party to be bound thereby.

18.No Impact on Other Benefits. The value of the Executive’s Option is not part of his or her normal or expected compensation for purposes of calculating any severance,
retirement, welfare, insurance or similar employee benefit.

19.Counterparts. This Agreement may be executed in any number of counterparts, any of which may be executed and transmitted by facsimile, by email in portable
document format (.pdf), or by any other electronic means intended to preserve the original graphic and pictorial appearance of a document, and each of which shall be deemed to
be an original, but all of which together shall be deemed to be one and the same instrument.

20.Executive Acknowledgment. The Executive hereby acknowledges (i) receipt of a copy of the Plan, (ii) that all decisions, determinations and interpretations of the
Administrator in respect of the Plan, this Agreement and the Option shall be final and conclusive, (iii) that any shares of Common Stock acquired through exercise of the Option are
being acquired for the Executive’s own account and not with a view to distribution and (iv) that there may be adverse tax consequences upon exercise of the Option, vesting or
disposition of the underlying shares and that the Executive should consult a tax advisor prior to such vesting, exercise or disposition.

[SIGNATURES ON NEXT PAGE]

IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the date first above written.
FINWISE BANCORP

By:
Name:
Title:
EXECUTIVE
[Name]
Exhibit 10-25
FinWise Bancorp
Incentive Stock Option Agreement
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This Stock Option Agreement (this “Agreement”) is made and entered into as of ,____ by and between FinWise Bancorp, a Utah corporation, (the “Company”) and
(the “Employee”).
Grant Date:
Exercise Price per Share: $
Number of Option Shares:
Expiration Date:

1.Grant of Option.
hereby grants to the Employee an option (the “Option”) to purchase the total number of shares of Common Stock of the Company equal to the number of Option Shares set forth
above, at the Exercise Price set forth above. This Option is an incentive stock option within the meaning of Section 422 of the Internal Revenue Code of 1986, as amended (the
“Code”), provided, however, that to the extent any portion of the Option does not qualify as an incentive stock option under Section 422(d) of the Code, such portion of the Option
shall be a non-qualified option.
1.2.Consideration. The grant of the Option is made in consideration of the services rendered by the Employee to the Company.
2.Incorporation of Plan. All terms, conditions and restrictions of the Plan are incorporated herein and made part hereof as if stated herein. If there is any conflict between
the terms and conditions of the Plan and this Agreement, the terms and conditions of the Plan, as interpreted by the Administrator, shall govern. Except as otherwise provided
herein, all capitalized terms used herein shall have the meaning given to such terms in the Plan.
3.Exercise Period; Vesting.
3.1.Vesting_Schedule. Subject to Section 3.2, this Option shall vest and become exercisable with respect to a whole number of shares as close as possible to ¥ of
the shares subject to the Option on each of the first three anniversaries of the Grant Date (each such date, a “Vesting Date”).
3.2.If the Employee’s service with the Company or an affiliate of the Company terminates for any reason, whether by the employer or the Employee, prior to the
Option being vested and exercisable in full, then any portion of the Option that is not vested and exercisable at the time of such termination, shall be automatically forfeited and
cancelled without any payment thereon.
3.3.Expiration. Unless terminated earlier pursuant to the terms of the Plan or this Agreement, the Option will expire on the Expiration Date set forth above.
4. Termination of Employment.
4.1.Termination for Reasons Other Than Death, Disability. If the Employee’s employment is terminated for any reason other than death, Disability or Cause, the
Employee may exercise the vested portion of the Option, but only within such period of time ending on the earlier of (a) the date three months following the termination of the
Employee’s employment or (b) the Expiration Date.

4.2.Termination due to Disability. If the Employee’s employment terminates as a result of the Employee’s Disability, the Employee may exercise the vested portion of
the Option, but only within such period of time ending on the earlier of (a) the date 12 months following the Employee’s termination of employment or (b) the Expiration Date.

4.3.Termination due to Death. If the Employee’s employment terminates as a result of the Employee’s death, or the Employee dies within a period following
termination of the Employee’s employment during which the vested portion of the Option remains exercisable, the vested portion of the Option may be exercised by the Employee’s
estate, by a person who acquired the right to exercise the Option by bequest or inheritance or by the person designated to exercise the Option upon the Employee’s death, but only
within the time period ending on the earlier of (a) the date 12 months following the Employee’s death or (b) the Expiration Date.

4.4 Termination for Cause. If the Company terminates the Employee’s employment for Cause, the Option shall expire as of the commencement of business on the
effective date of such termination and thereafter shall be null and void and of no further force or effect.

5.Manner of Exercise.

5.1.Election to Exercise. The Option shall be exercisable in whole or in part. The partial exercise of the Option shall not cause the expiration, termination or
cancellation of the remaining portion thereof. The Option shall be exercised by delivering notice to the Company in the form, manner and time specified by the Administrator,
accompanied by payment for the shares of Common Stock being purchased upon the exercise of the Option. If someone other than the Employee exercises the Option, then such
person must submit documentation reasonably acceptable to the Company verifying that such person has the legal right to exercise the Option.

5.2.Payment of Exercise Price. The entire Exercise Price of the Option shall be payable in full at the time of exercise in the manner designated by the Administrator.

5.3.Withholding. Prior to the issuance of shares upon the exercise of the Option, the Employee must make arrangements satisfactory to the Company to pay or
provide for any applicable federal, state and local withholding obligations of the Company. The Employee may satisfy such tax withholding obligation relating to the exercise of the
Option by tendering a cash payment, by means of a brokered cashless exercise or through such means as the Administrator may determine in its sole discretion. The Company
has the right to withhold from any compensation paid to Employee.

5.4.Issuance of Shares. Provided that the exercise notice and payment are in form and substance satisfactory to the Company, the Company shall issue the shares
of Common Stock registered in the name of the Employee, the Employee’s authorized assignee, or the Employee’s legal representative, and shall deliver certificates representing
the shares with the appropriate legends affixed thereto.

6.No Right to Continue as an Employee. This Agreement shall NOT confer upon the Employee any right to continue as an employee of the Company or an affiliate.

Further, nothing in this Agreement shall be construed to limit the discretion of the Company or any affiliate to terminate the Employee’s employment at any time and for any reason.
The Employee shall not have any rights as a shareholder with respect to any shares of Common Stock subject to the Option prior to the date that such shares have been issued
upon exercise of the Option.

7.Transferability. The Option may be transferred to a Permitted Transferee upon written approval by the Administrator.

8.Tax Obligations. Notwithstanding any action the Company takes with respect to any or all income tax, social insurance, payroll tax, or other tax-related withholding (“Tax-
Related Items”), the ultimate liability for all Tax-Related Items is and remains the Employee’s responsibility and the Company (a) makes no representation or undertakings regarding
the treatment of any Tax-Related Items in connection with the grant, vesting, or exercise of the Option or the subsequent sale of any shares acquired on exercise; and (b) does not
commit to structure the Option to reduce or eliminate the Employee’s liability for Tax-Related Items.

9.Non-solicitation.

9.1. In consideration of the Option, the Employee agrees and covenants not to:
a. directly or indirectly, solicit, hire, recruit, attempt to hire or recruit, or induce the termination of employment of any employee of the Company or its
Affiliates for twelve months following the Employee’s termination of employment; or
b. or indirectly, solicit, contact (including, but not limited to, e-mail, regular mail, express mail, telephone, fax, and instant message), attempt to contact

or meet with the current customers of the Company or any of its Affiliates for purposes of offering or accepting goods or services similar to or competitive with those offered
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by the Company or any of its Affiliates for a period of twelve months following the Employee’s termination of employment.
9.2. In the event of a breach or threatened breach of any of the covenants contained in Section 9.1, the Employee hereby consents and agrees that the

Company shall be entitled to, in addition to other available remedies, a temporary or permanent injunction or other equitable relief against such breach or threatened breach from
any court of competent jurisdiction, without the necessity of showing any actual damages or that money damages would not afford an adequate remedy, and without the necessity of
posting any bond or other security. The aforementioned equitable relief shall be in addition to, not in lieu of, legal remedies, monetary damages or other available forms of relief.

10.Notices. Any notice or communication required or permitted to be given to any party under this Agreement shall be in writing and shall be deemed to have been duly
given or made: (a) if delivered personally by courier or otherwise, then as of the date delivered or if delivery is refused, then as of the date presented; (b) if sent or mailed by
reputable overnight courier service to the Company at its principal office address and to the Employee at his address appearing in the current records of the Company, then as of
the first business day after the date so sent; (c) if sent or mailed by certified U.S. Mail, return receipt requested, to the Company at its principal office address and to the Employee at
his address appearing in the current records of the Company, then as of the third business day after the date so mailed or (d) by email to the Company at and to the
Employee at his email address appearing in the current records of the Company. The address or email address to which notices to a party shall be sent may be changed by such
party from time to time by written notice to the other party.

11.Governing Law. This Agreement will be construed and interpreted in accordance with the laws of the State of Utah without regard to conflict of law principles.

12.Definitions.

12.1.  “Cause” has the meaning provided in any employment, severance or other agreement governing the relationship between the Employee and the Company
that includes a definition of “cause,” and if no such agreement exists, “Cause” shall mean one or more of the following:
a. any failure by the Employee substantially to perform the Employee’s employment or other duties;

b any excessive unauthorized absenteeism by the Employee;

(% any refusal by the Employee to obey the lawful orders of the Board or any other person or committee to whom the Employee reports;

d. any act or omission by the Employee that is or may be injurious to the Company, monetarily or otherwise;

e any act by the Employee that is inconsistent with the best interests of the Company;

f. the Employee’s material violation of any of the Company'’s policies, including, without limitation, those policies relating to discrimination or sexual
harassment;

g. the Employee’s unauthorized (a) removal from the premises of the Company or an affiliate of any document (in any medium or form) relating to the

Company or an affiliate or the customers or clients of the Company or an affiliate or (b) disclosure to any person or entity of any of the Company'’s, or its affiliates’,

confidential or proprietary information;

h. the Employee’s commission of any felony or any other crime involving moral turpitude; and
i. the Employee’s commission of any act involving dishonesty or fraud.

Any rights the Company may have hereunder in respect of the events giving rise to Cause shall be in addition to the rights the Company may have under any other
agreement with the Employee or at law or in equity. Any determination of whether the Employee’s employment is (or is deemed to have been) terminated for Cause shall be made
by the Administrator in its sole discretion. If, subsequent to the Employee’s voluntary termination of employment or involuntary termination of employment without Cause, it is
discovered that the Employee’s employment could have been terminated for Cause, the Administrator may deem the Employee’s employment to have been terminated for Cause.
The Employee’s termination of employment for Cause shall be effective as of the date of the occurrence of the event giving rise to Cause, regardless of when the determination of
Cause is made.

12.2.  “Common Stock” means the Company’s common stock, $0.001 par value per share.
12.3.  “Disability” means Employee’s total and permanent disability as defined in Section 22(e)(3) of the Internal Revenue Code.

12.4. “Permitted Transferee” means: (a) a member of the Employee’s immediate family (child, stepchild, grandchild, parent, stepparent, grandparent, spouse,
former spouse, sibling, niece, nephew, mother-in-law, father-in-law, son-in-law, daughter-in-law, brother-in-law, or sister-in-law, including adoptive relationships), any person sharing
the Employee’s household (other than a tenant or employee), a trust in which these persons have more than 50% of the beneficial interest, a foundation in which these persons (or
the Employee) control the management of assets, and any other entity in which these persons (or the Employee) own more than 50% of the voting interests; or (b) such other
transferees as may be permitted by the Board in its sole discretion.

13.Successors and Assigns. The Company may assign any of its rights under this Agreement. This Agreement will be binding upon and inure to the benefit of the
successors and assigns of the Company. Subject to the restrictions on transfer set forth herein, this Agreement will be binding upon the Employee and the Employee’s beneficiaries,
executors, administrators and the person(s) to whom the Option may be transferred by will or the laws of descent or distribution.

14.Severability. The invalidity or unenforceability of any provision of this Agreement shall not affect the validity or enforceability of any other provision of this Agreement,
and each provision of this Agreement shall be severable and enforceable to the extent permitted by law.

15.Discretionary Nature. The grant of the Option in this Agreement does not create any contractual right or other right to receive any Options or other Awards in the future.
Future Awards, if any, will be at the sole discretion of the Company.

16.Entire Agreement; Amendments and Waivers. This Agreement, [together with the Employee’s employment agreement, dated as of. ,] constitutes the entire
agreement among the parties pertaining to the subject matter hereof and supersedes all prior agreements, understandings, negotiations and discussions, whether oral or written, of
the parties. This Agreement may not be amended except in an instrument in writing signed on behalf of each of the parties hereto and approved by the Board. No amendment,
supplement, modification or waiver of this Agreement shall be binding unless executed in writing by the party to be bound thereby.

17.No Impact on Other Benefits. The value of the Employee’s Option is not part of his or her normal or expected compensation for purposes of calculating any severance,
retirement, welfare, insurance or similar employee benefit.

18.Counterparts. This Agreement may be executed in any number of counterparts, any of which may be executed and transmitted by facsimile, by email in portable
document format (.pdf), or by any other electronic means intended to preserve the original graphic and pictorial appearance of a document, and each of which shall be deemed to
be an original, but all of which together shall be deemed to be one and the same instrument.

19.Employee Acknowledgment. The Employee hereby acknowledges (i) receipt of a copy of the Plan, (ii) that all decisions, determinations and interpretations of the
Administrator in respect of the Plan, this Agreement and the Option shall be final and conclusive, (jii) that any shares of Common Stock acquired through exercise of the Option are
being acquired for the Employee’s own account and not with a view to distribution and (iv) that there may be adverse tax consequences upon exercise of the Option, vesting or
disposition of the underlying shares and that the Employee should consult a tax advisor prior to such vesting, exercise or disposition.

[SIGNATURES ON NEXT PAGE]

IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the date first above written.
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FINWISE BANCORP

By:
Name:
Title:
EMPLOYEE
[Name]
Exhibit 10-26
FINWISE BANCORP
DIRECTOR RESTRICTED STOCK AGREEMENT

THIS RESTRICTED STOCK AGREEMENT (this “Agreement”), made to be effective as of , (the “Effective Date”) among Finwise Bancorp, a bank holding
company (the “Company”) and (the “Director”). The Company and the Director are hereafter sometimes individually referred to as a “party” and collectively as the
“parties”.

WHEREAS, the Director is a member of the Board of Directors of the Company;

WHEREAS, the parties hereto desire to enter into this Agreement to provide for the issuance and vesting of shares of stock in the Company.

NOW THEREFORE, for and good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged the Company and the Director agree as
follows:

1.Issuance of Award. Pursuant to and subject to the terms of the Company’s 2019 Stock Option Plan (the “Plan”) and this Agreement, the Company hereby grants to the
Director, as of the Effective Date, an award of restricted shares of Common Stock (the “Award”).

2.Incorporation of Plan. All terms, conditions and restrictions of the Plan are incorporated herein and made part hereof as if stated herein. If there is any conflict between
the terms and conditions of the Plan and this Agreement, the terms and conditions of the Plan, as interpreted by the Administrator, shall govern. Except as otherwise provided
herein, all capitalized terms used herein shall have the meaning given to such terms in the Plan.

3.Vesting; Forfeiture.

3.1.Vesting. Subject to Section 3.2, the Award shall vest on (the “Vesting Date”).

3.2.Forfeiture. If the Director’s service with the Company terminates for any reason prior to the Director becoming vested in the Award, then the Award shall be
automatically forfeited and cancelled without any payment thereon and all dividends or other distributions accrued with respect to such forfeited shares also shall be forfeited.

4.Rights as a Shareholder.

4.1, Reasonably promptly after the later to occur of the Effective Date and the execution and delivery of this Agreement by the parties hereto, the Company shall
either issue stock certificates, registered in the name of the Director, evidencing the shares of the Award or shall make (or cause to be made) an appropriate book entry reflecting
the Director’s ownership of such shares. The restricted shares, if certificated, shall bear a legend reflecting the restrictions and forfeiture provisions set forth in the Plan and thus
Agreement, and if held in uncertificated form, shall be subject to an appropriate electronic coding or stop order. Each such stock certificate shall be held in the custody of the
Company until such shares vest.

4.2.The Director shall not be deemed for any purpose to be, or have rights as, a shareholder of the Company by virtue of the grant of the Award, except to the
extent a stock certificate is issued therefor or an appropriate book entry is made reflecting the issuance thereof pursuant to Section 4.1 hereof, and then only from the date such
certificate is issued or such book entry is made. Following the issuance of such stock certificate or the making of such book entry, the Director shall have all rights as a shareholder
of common stock for all shares comprising the Award, whether or not such shares are vested, including all rights to dividends, subject to forfeiture of such dividends in the event that
the underlying shares are later forfeited, as well as the right to vote; provided, however, that the Director acknowledges that unless he or she has made an election under Section
83(b) of the IRS Code, any amounts paid as dividends on shares that have not vested may be treated as additional compensation to the Director.

4.3. Unless the Administrator otherwise determines, any property received by the Director with respect to a share of the Award as a result of any cash dividend,
stock dividend, recapitalization, merger, consolidation, combination, exchange of shares, distribution or otherwise, (i) will not vest until such share of the Award vests, (ii) may, in the
sole discretion of the Administrator, be held in custody by the Company and (jii) shall be subject to the provisions of this Agreement, and to all other restrictions as apply to the
shares in respect of which such property was paid. The Company shall issue to the Director a receipt evidencing the property held by it in respect of the Award. Any such property
received by the Director with respect to a share of the Award shall be delivered to the Company in the event such share is forfeited. Any securities received by the Director with
respect to a restricted share of the Award as a result of any dividend, recapitalization, merger, consolidation, combination, exchange of shares or otherwise shall bear a legend or be
subject to an electronic coding or stop order, as set forth in Section 4.1 hereof.

5.Restrictions on Transfer of Awards. Prior to vesting, the Award may not be transferred without the prior written consent of the Company which consent may be
withheld in its discretion; provided, however, that the Award may be transferred for estate planning purposes to a trust or limited liability company controlled by the Director. Any
permitted transferee of the Award shall take such Award subject to the terms of this Agreement. Any such permitted transferee must agree to be bound by this Agreement, and
shall execute a joinder agreement, and must agree to such other waivers, limitations, and restrictions as the Company may reasonably require. Any transfer of the Award which is
not made in compliance with this Agreement shall be null and void and of no effect.

6.Tax Advice. The Director acknowledges that none of the Company or its agents, employees or representatives have made any warranties or representations to
the Director with respect to the income tax consequences of the transactions contemplated by this Agreement, and the Director is in no manner relying on the Company or its
agents, employees or representatives for an assessment of such tax consequences. The Director should rely on the Director’s own tax advisors for such advice.

7.Taxes. The Director is solely responsible for any taxes, interest or penalties with respect to the issuance, vesting or disposition of the Award.

[ ]

8.Remedies. The Director shall be liable to the Company for all costs and damages, including incidental and consequential damages, resulting from a disposition of
the Award which is in violation of the provisions of this Agreement. Without limiting the generality of the foregoing, the Director agrees that the Company shall be entitled to obtain
specific performance of the obligations of the Director under this Agreement and immediate injunctive relief in the event any action or proceeding is brought in equity to enforce the
same. The Director will not urge as a defense that there is an adequate remedy at law.
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9.Notices. Any notice or communication required or permitted to be given to any party under this Agreement shall be in writing and shall be deemed to have been
duly given or made: (a) if delivered personally by courier or otherwise, then as of the date delivered or if delivery is refused, then as of the date presented; (b) if sent or mailed by
reputable overnight courier service to the Company at its principal office address and to the Director at his address appearing in the current records of the Company, then as of the
first business day after the date so sent; (c) if sent or mailed by certified U.S. Mall, return receipt requested, to the Company at its principal office address and to the Director at his
address appearing in the current records of the Company, then as of the third business day after the date so mailed or (d) by email to the Company at and to the Director
at his email address appearing in the current records of the Company. The address or email address to which notices to a party shall be sent may be changed by such party from
time to time by written notice to the other party.

10.Successors and Assigns. Subject to the limitations set forth in this Agreement, this Agreement shall be binding upon, and inure to the benefit of, the executors,
administrators, heirs, legal representatives, successors and assigns of the parties hereto, including, without limitation, any business entity that succeeds to the business of the
Company. Subject to the restrictions on transfer herein set forth, this Agreement shall be binding upon the Director and his or her heirs, executors, administrators, successors and
assigns.

11.Interpretation. The Director hereby acknowledges that all decisions, determinations and interpretations of the Administrator in respect of this Agreement and
the Award shall be final and conclusive.

12.Delays or Omissions. No delay or omission to exercise any right, power or remedy accruing to any party hereto upon any breach or default of any party under
this Agreement, shall impair any such right, power or remedy of such party, nor shall it be construed to be a waiver of any such breach or default, or an acquiescence therein, or of
or in any similar breach or default thereafter occurring, nor shall any waiver of any single breach or default be deemed a waiver of any other breach or default theretofore or
thereafter occurring. Any waiver, permit, consent or approval of any kind or character on the part of any party of any breach or default under this Agreement, or any waiver on the
part of any party or any provisions or conditions of this Agreement, must be in a writing signed by such party and shall be effective only to the extent specifically set forth in such
writing.

13.Entire Agreement; Amendments and Waivers. This Agreement constitutes the entire agreement among the parties pertaining to the subject matter hereof and
supersedes all prior agreements, understandings, negotiations and discussions, whether oral or written, of the parties. This Agreement may not be amended except in an
instrument in writing signed on behalf of each of the parties hereto and approved by the Board. No amendment, supplement, modification or waiver of this Agreement shall be
binding unless executed in writing by the party to be bound thereby.

B

14.Invalidity. If for any reason one or more of the provisions contained in this Agreement or in any other instrument referred to herein, shall, for any reason, be
held to be invalid, illegal or unenforceable in any respect, then to the maximum extent permitted by law, such invalidity, illegality or unenforceability shall not affect any other
provision of this Agreement or any other such instrument.

15.Titles. The titles, captions or headings of the Sections herein are inserted for convenience of reference only and are not intended to be a part of or to affect the
meaning or interpretation of this Agreement.

16.No Right to Continued Service. This Agreement shall NOT confer upon the Director any right to continue as a director of or Service Provider to the Company.
Further, nothing in this Agreement shall be construed to limit the discretion of the Company or its shareholders to terminate the Director’s service at any time and for any reason.

17.Governing Law. This Agreement shall be governed by and construed in accordance with the laws of the State of Utah, with regard to the conflict of laws
principles thereof.

18.Titles. The titles, captions or headings of the Sections herein are inserted for convenience of reference only and are not intended to be a part of or to affect the
meaning or interpretation of this Agreement.

19.Counterparts. This Agreement may be executed in any number of counterparts, any of which may be executed and transmitted by facsimile, by email in
portable document format (.pdf), or by any other electronic means intended to preserve the original graphic and pictorial appearance of a document, and each of which shall be
deemed to be an original, but all of which together shall be deemed to be one and the same instrument.

20.Director Acknowledgment. The Director hereby acknowledges (i) receipt of a copy of the Plan, (i) that all decisions, determinations and interpretations of the
Administrator in respect of the Plan, this Agreement and the Award shall be final and conclusive and (iii) that any shares of Common Stock acquired pursuant to the Award are being
acquired for the Employee’s own account and not with a view to distribution.

[Signature Page Follows]

L4-

IN WITNESS WHEREOF, the parties hereto have executed this Restricted Stock Agreement as of the day and year first above written.
FINWISE BANCORP, a Utah corporation
By:
Name:
Title:
The Director hereby accepts and agrees to be bound by all of the terms and conditions of this Agreement.

[Name]

Exhibit 21.1
Subsidiaries of the Registrant

The following is a list of subsidiaries of FinWise Bancorp, the names under which such subsidiaries do business, and the jurisdiction in which each was organized, as of the
date of this prospectus. All subsidiaries are wholly-owned unless otherwise noted.

Subsidiaries of FinWise Bancorp

Name Jurisdiction of Organization
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FinWise Bank Utah
FinWise Investments, LLC Utah

Subsidiaries of FinWise Bank and FinWise Investments, LLC

None

Exhibit 23.1

Consent of Independent Registered Public Accounting Firm

We consent to the incorporation by reference in the Registration Statements on Form S-8 (No. 333-262531 and No. 333-268550) of FinWise Bancorp and Subsidiaries (the
“Company”), of our report dated March 30, 2023, relating to the consolidated financial statements of the Company, appearing in this Annual Report on Form 10-K of the Company
for the year ended December 31, 2022.

/sl Moss Adams LLP

Spokane, WA
March 30, 2023

Exhibit 31.1

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

1, Kent Landvatter, certify that:

2,

1. | have reviewed this annual report on Form 10-K of FinWise Bancorp;

Based on my knowledge, this Report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statement made, in light of
the circumstances under which such statements were made, not misleading with respect to the period covered by this Report;

Based on my knowledge, the financial statements, and other financial information included in this Report, fairly present in all material respects the financial condition, results of
operations and cash flows of the Registrant as of, and for, the periods presented in this Report;

The Registrant's other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e)
and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the Registrant and have:

(a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material
information relating to the Registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this
Report is being prepared;

(b

=

designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

(c

<

evaluated the effectiveness of the Registrant’s disclosure controls and procedures and presented in this Report our conclusions about the effectiveness of the disclosure
controls and procedures, as of the end of the period covered by this Report based on such evaluation; and

(d

=

disclosed in this Report any change in the Registrant’s internal control over financial reporting that occurred during the Registrant's most recent fiscal quarter (the
Registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the Registrant’s internal control over
financial reporting; and

The Registrant’s other certifying officer and | have disclosed, based on our most recent evaluation of internal control over financial reporting, to the Registrant’s auditors and the
Audit Committee of the Registrant's Board of Directors (or persons performing the equivalent functions):

(a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the
Registrant’s ability to record, process, summarize and report financial information; and

(b) any fraud, whether or not material, that involves management or other employees who have a significant role in the Registrant’s internal control over financial reporting.
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| have
reviewed
this
annual

1. report on
Form
10-K of
FinWise
Bancorp;

Based on my knowledge, this Report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statement made, in light of
" the circumstances under which such statements were made, not misleading with respect to the period covered by this Report;

3. Based on my knowledge, the financial statements, and other financial information included in this Report, fairly present in all material respects the financial condition, results
of operations and cash flows of the Registrant as of, and for, the periods presented in this Report;

4, The Registrant's other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-
15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the Registrant and have:

@

(b)

©

(@

designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material
information relating to the Registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this Report is being prepared;

designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

evaluated the effectiveness of the Registrant's disclosure controls and procedures and presented in this Report our conclusions about the effectiveness of the
disclosure controls and procedures, as of the end of the period covered by this Report based on such evaluation; and

disclosed in this Report any change in the Registrant’s internal control over financial reporting that occurred during the Registrant's most recent fiscal quarter (the
Registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the Registrant’s internal control
over financial reporting; and

5. The Registrant’s other certifying officer and | have disclosed, based on our most recent evaluation of internal control over financial reporting, to the Registrant’s auditors and
the Audit Committee of the Registrant’s Board of Directors (or persons performing the equivalent functions):

@

(b)

Date:

all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect
the Registrant’s ability to record, process, summarize and report financial information; and

any fraud, whether or not material, that involves management or other employees who have a significant role in the Registrant’s internal control over financial
reporting.

FINWISE BANCORP

March 30, 2023 25, 2024 By: /s/ Kent Landvatter

Kent Landvatter

President and Chief Executive Officer

Exhibit 31.2
CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
1, Javvis Jacobson, certify that:
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i |

| have reviewed this annual report on Form 10-K of FinWise Bancorp;

2. Based on my knowledge, this Report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statement made, in light of
the circumstances under which such statements were made, not misleading with respect to the period covered by this Report;

3. Based on my knowledge, the financial statements, and other financial information included in this Report, fairly present in all material respects the financial condition, results of
operations and cash flows of the Registrant as of, and for, the periods presented in this Report;

4. The Registrant's other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e)
and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the Registrant and have:

(a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material
information relating to the Registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this
Report is being prepared;

(b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;

(c) evaluated the effectiveness of the Registrant’s disclosure controls and procedures and presented in this Report our conclusions about the effectiveness of the disclosure
controls and procedures, as of the end of the period covered by this Report based on such evaluation; and

(d) disclosed in this Report any change in the Registrant’s internal control over financial reporting that occurred during the Registrant's most recent fiscal quarter (the
Registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the Registrant’s internal control over
financial reporting; and

5. The Registrant’s other certifying officer and | have disclosed, based on our most recent evaluation of internal control over financial reporting, to the Registrant’s auditors and the

Audit Committee of the Registrant’s Board of Directors (or persons performing the equivalent functions):

(a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the
Registrant’s ability to record, process, summarize and report financial information; and

(b) any fraud, whether or not material, that involves management or other employees who have a significant role in the Registrant’s internal control over financial reporting.

| have
reviewed
this
annual
1. report on
Form
10-K of
FinWise
Bancorp;

Based on my knowledge, this Report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statement made, in light of

" the circumstances under which such statements were made, not misleading with respect to the period covered by this Report;

Based on my knowledge, the financial statements, and other financial information included in this Report, fairly present in all material respects the financial condition, results

of operations and cash flows of the Registrant as of, and for, the periods presented in this Report;

The Registrant's other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-

15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the Registrant and have:

(@) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material
information relating to the Registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this Report is being prepared;

(b)  designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

(c) evaluated the effectiveness of the Registrant’s disclosure controls and procedures and presented in this Report our conclusions about the effectiveness of the
disclosure controls and procedures, as of the end of the period covered by this Report based on such evaluation; and

(d) disclosed in this Report any change in the Registrant’s internal control over financial reporting that occurred during the Registrant's most recent fiscal quarter (the
Registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the Registrant’s internal control
over financial reporting; and
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5. The Registrant’s other certifying officer and | have disclosed, based on our most recent evaluation of internal control over financial reporting, to the Registrant’s auditors and
the Audit Committee of the Registrant’s Board of Directors (or persons performing the equivalent functions):

(@) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect
the Registrant’s ability to record, process, summarize and report financial information; and

(b) any fraud, whether or not material, that involves management or other employees who have a significant role in the Registrant’s internal control over financial
reporting.

FINWISE BANCORP

March 30, 2023 25,
Date: 2024 By: /s/ Javvis Jacobson

Jawvis Jacobson

Executive Vice President and Chief Financial
Officer

Exhibit 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the annual report of FinWise Bancorp (the "Company") on Form 10-K for the period ended December 31, 2022 December 31, 2023, as filed with the Securities
and Exchange Commission (the “Report”), each of the undersigned, in his respective capacities indicated below, hereby certifies as of the date hereof, solely for purposes of Title
18, Chapter 63, Section 1350 of the United States Code, that to the undersigned's best knowledge and belief:

(1) the Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
(1)  the Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

(2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

This Certification has not been, and shall not be deemed, “filed” with the Securities and Exchange Commission.

FINWISE BANCORP

Date: March 30, 2023 25, 2024 By: /sl Kent Landvatter

Kent Landvatter

President and Chief Executive Officer

Date: March 30, 2023 25, 2024 By: /sl Javvis Jacobson

Javvis Jacobson

Executive Vice President and Chief Financial Officer

FINWISE BANCORP
COMPENSATION RECOUPMENT POLICY
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(Effective as of November 28, 2023)

In the event of any required accounting restatement of the financial statements of FinWise Bancorp (the “Company”) due to the material
noncompliance of the Company with any financial reporting requirement under the applicable U.S. federal securities laws, including any required
accounting restatement to correct an error in previously issued financial statements that is material to the previously issued financial statements, or
that would result in a material misstatement if the error were corrected in the current period or left uncorrected in the current period (a “Restatement”),
the Company shall recover reasonably promptly from any person, who is or was an “Executive Officer,” as such term is defined in Rule 10D-1 adopted
under the Securities Exchange Act of 1934, as amended (the “Exchange Act”) and Rule 5608 of the listing rules of the Nasdaq Stock Market LLC
(“Nasdaq”), of the Company (each, a “Covered Person”) the amount of any “Erroneously Awarded Incentive-Based Compensation” (as defined below).
This Policy shall be effective as of November 28, 2023 (the “Effective Date”).

The amount of Incentive-Based Compensation (as defined below) that must be recovered from a Covered Person pursuant to the immediately
preceding paragraph is the amount of “Recoverable Incentive-Based Compensation” (as defined below) received by a Covered Person that exceeds
the amount of Recoverable Incentive-Based Compensation that otherwise would have been received had it been determined based on the restated
amounts, computed without regard to any taxes paid (such difference, the “Erroneously Awarded Incentive-Based Compensation”). For Recoverable
Incentive-Based Compensation based on stock price or total shareholder return, where the amount of Erroneously Awarded Incentive-Based
Compensation is not subject to mathematical recalculation directly from the information in a Restatement, the amount must be based on a reasonable
estimate of the effect of the Restatement on the stock price or total shareholder return, as applicable, upon which the Recoverable Incentive-Based
Compensation was received, and the Company must maintain documentation of that reasonable estimate and provide such documentation to the
Nasdagq. For the purposes of this Policy, Recoverable Incentive-Based Compensation will be deemed to be received in the fiscal period during which
the financial reporting measure specified in the applicable Incentive-Based Compensation award is attained, even if the payment or grant occurs after
the end of that period.

For purposes of this Policy:

a. “Incentive-Based Compensation” means any compensation that is granted, earned or vested based wholly or in part upon the attainment of a
“financial reporting measure,” which means a measure that is determined and presented in accordance with Generally Accepted Accounting
Principles which are used in preparing the Company’s financial statements, and any measure that is derived wholly or in part from such
measures. Stock price and total shareholder return are also financial reporting measures for this purpose. For avoidance of doubt, a financial
reporting measure need not be presented within the Company’s financial statements or included in a filing with the Securities and Exchange
Commission.

b. “Recoverable Incentive-Based Compensation” means all Incentive-Based Compensation received on or after the Effective Date of this Policy
set forth above by a Covered Person: (i) after beginning service as an executive officer; (ii) who served as an Executive Officer at any time
during the performance period for the Incentive-Based Compensation; (iii) while the Company has a class of securities listed on a national
securities exchange or a national securities association; and (iv) during the three completed fiscal years

immediately preceding the date that the Company is required to prepare a Restatement, including any applicable transition period that results
from a change in the Company’s fiscal year within or immediately following those three completed fiscal years. For this purpose, the Company
is deemed to be required to prepare a Restatement on the earlier of: (i) the date the Board of Directors of the Company (the “Board”), or the
Company’s officers authorized to take such action if Board action is not required, concludes, or reasonably should have concluded, that the
Company is required to prepare a Restatement; and (ii) the date a court, regulator or other legally authorized body directs the Company to
prepare a Restatement.

The Company'’s obligation to recover Erroneously Awarded Incentive-Based Compensation is not dependent on if or when the restated financial
statements are filed with the Securities and Exchange Commission.

The Company shall recover the Erroneously Awarded Incentive-Based Compensation from Covered Persons unless the Company’s committee
of independent directors responsible for executive compensation decisions, or in the absence of such a committee, a majority of the independent
directors serving on the Board determines that recovery is impracticable because: (i) the direct expense to a third party to assist in enforcing this
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Policy would exceed the amount of Erroneously Awarded Incentive-Based Compensation; provided that, the Company must make a reasonable
attempt to recover the Erroneously Awarded Incentive-Based Compensation before concluding that recovery is impracticable, document such
reasonable attempt to recover the Erroneously Awarded Incentive- Based Compensation and provide such documentation to Nasdag; or (ii) recovery
would likely cause an otherwise tax-qualified retirement plan, under which benefits are broadly available to employees of the Company, to fail to meet
the applicable requirements of 26 U.S.C. 401(a)(13) or 26 U.S.C. 411(a) and regulations thereunder.

In no event will the Company indemnify any Covered Person for any amounts that are recovered under this Policy. This Policy is in addition to
(and not in lieu of) any right of repayment, forfeiture or right of offset against any employees that is required pursuant to any statutory repayment
requirement (regardless of whether implemented at any time prior to or following the adoption or amendment of this Policy), including Section 304 of
the Sarbanes-Oxley Act of 2002. Any amounts paid to the Company pursuant to Section 304 of the Sarbanes-Oxley Act of 2002 shall be considered in
determining any amounts recovered under this Policy.

The application and enforcement of this Policy does not preclude the Company from taking any other action to enforce a Covered Person’s
obligations to the Company, including termination of employment or institution of legal proceedings. Nothing in this Policy restricts the Company from
seeking recoupment under any other compensation recoupment Policy or any applicable provisions in plans, agreements, awards or other
arrangements that contemplate the recoupment of compensation from a Covered Person. If a Covered Person fails to repay Erroneously Awarded
Incentive-Based Compensation that is owed to the Company under this Policy, the Company shall take all reasonable and appropriate action to
recover such Erroneously Awarded Incentive-Based Compensation from the Covered Person, and the Covered Person shall be required to reimburse
the Company for all expenses (including legal expenses) incurred by the Company in recovering such Erroneously Awarded Incentive-Based
Compensation.

The terms of this Policy shall be binding and enforceable against all Covered Persons subject to this Policy and their beneficiaries, heirs,
executors, administrators or other legal representatives. If any provision of this Policy or the application of such provision to any Covered Person shall
be adjudicated to be invalid, illegal or unenforceable in any respect, such invalidity, illegality or unenforceability shall not affect any other provisions of
this Poalicy, and the invalid, illegal or unenforceable provisions shall be deemed amended to the minimum extent necessary to render any such
provision (or the application of such provision) valid, legal or enforceable.

Each Covered Person shall sign and return to the Company, within 30 calendar days following the later of (i) the Effective Date of this Policy
first set forth above or (ii) the date the individual becomes a Covered Person, the Acknowledgement Form substantially in the form attached hereto as
Exhibit A, pursuant to which the Covered Person agrees to be bound by, and to comply with, the terms and conditions of this Policy.

This Policy shall be interpreted in a manner that is consistent with Rule 10D-1 under the Exchange Act, Rule 5608 of the Nasdaq listing rules
and any related rules or regulations adopted by the Securities and Exchange Commission or Nasdaq (the “Applicable Rules”) as well as any other
applicable law. To the extent the Applicable Rules require recovery of incentive-based compensation in additional circumstances beyond those
specified above, nothing in this Policy shall be deemed to limit or restrict the right or obligation of the Company to recover incentive-based
compensation to the fullest extent required by the Applicable Rules.
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EXHIBIT A

FINWISE BANCORP
COMPENSATION RECOUPMENT POLICY

Acknowledgement Form

By signing below, the undersigned acknowledges and confirms that the undersigned has received and reviewed a copy of the FinWise Bancorp (the
“Company”) Compensation Recoupment Policy (the “Policy”).

By signing this Acknowledgement Form, the undersigned acknowledges and agrees that the undersigned is and will continue to be subject to the
Policy and that the Policy will apply both during and after the undersigned’s employment with the Company. Further, by signing below, the undersigned
agrees to abide by the terms of the Policy, including, without limitation, by returning any Erroneously Awarded Incentive-Based Compensation (as
defined in the Policy) to the Company to the extent required by, and in a manner consistent with, the Policy.

In the event of any inconsistency between the Policy and the terms of any employment agreement to which the undersigned is a party, or the terms of
any compensation plan, program or agreement under which any compensation has been granted, awarded, earned or paid, the terms of the Policy
shall govern.

COVERED PERSON

Signature

Print Name

Date

REFINITIV CORPORATE DISCLOSURES | www.refinitiv.com | Contact Us 162/163
©2024 Refinitiv. All rights reserved. Republication or redistribution of Refinitiv content, including by framing or similar means, is prohibited without the prior written R E F I N I T I V I ‘

consent of Refinitiv. 'Refinitiv' and the Refinitiv logo are registered trademarks of Refinitiv and its affiliated companies.


https://www.refinitiv.com/
https://www.refinitiv.com/en/contact-us

DISCLAIMER

THE INFORMATION CONTAINED IN THE REFINITIV CORPORATE DISCLOSURES DELTA REPORT™ IS A COMPARISON OF TWO FINANCIALS PERIODIC
REPORTS. THERE MAY BE MATERIAL ERRORS, OMISSIONS, OR INACCURACIES IN THE REPORT INCLUDING THE TEXT AND THE COMPARISON DATA
AND TABLES. IN NO WAY DOES REFINITIV OR THE APPLICABLE COMPANY ASSUME ANY RESPONSIBILITY FOR ANY INVESTMENT OR OTHER
DECISIONS MADE BASED UPON THE INFORMATION PROVIDED IN THIS REPORT. USERS ARE ADVISED TO REVIEW THE APPLICABLE COMPANY'S
ACTUAL SEC FILINGS BEFORE MAKING ANY INVESTMENT OR OTHER DECISIONS.

©2024, Refinitiv. All rights reserved. Patents Pending.
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