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PART |
Iltem 1. Financial Statements
USCB FINANCIAL HOLDINGS, INC
Consolidated Balance Sheets — Unaudited
(Dollars in thousands, except share data)

September 30, 2023 _ December 31, 2022

ASSETS:

Cash and due from banks $ 5074 $ 6,605

Interest-bearing deposits in banks 28,361 47,563
Total cash and cash equivalents 33,435 54,168

Investment securities held to maturity, net of allowance of 8 and $0, respectively (fair value $171,294

and $169,088, respectively) 197,311 188,699

Investment securities available for sale, at fair value 218,609 230,140

Federal Home Loan Bank stock, at cost 6,305 2,882

Loans held for investment, net of allowance of $9,493 and $17,487, respectively 1,657,027 1,489,851

Accrued interest receivable 8,920 7,546

Premises and equipment, net 4,951 5,263

Bank owned life insurance 51,377 42,781

Deferred tax assets, net 40,430 42,360

Lease right-of-use asset 12,166 14,395

Other assets 14,071 7.749
Total assets $ 2244602 $ 2,085,834

LIABILITIES:

Deposits:
Demand deposits $ 573,546 $ 629,776
Money market and savings accounts 1,016,564 915,853
Interest-bearing checking 46,537 66,675
Time deposits 284,275 216,977

Total deposits 1,920,922 1,829,281

Federal Home Loan Bank advances 102,000 46,000

Lease liability 12,166 14,395

Accrued interest and other liabilities 26,630 13,730
Total liabilities 2,061,718 1,903,406

Commitments and contingencies (See Notes 5 and 10)

STOCKHOLDERS' EQUITY:

Preferred stock - Class C; 1.00 par value; $1,000 per share liquidation 52,748 shares

guthorized; 0 and O issued and outstanding as of Peyieganuer; 30, 2023 and December 31, 2022 - -

Preferred stock - Class D; 1.00 par value; $5.00 per share liquidation 12,309,480 shares

guthorized; 0 and O issued and outstanding as opfsfptentzgr 30, 2023 and December 31, 2022 - -

Preferred stock - Class E; 1.00 par value; $1,000 per share liquidation 3,185,024 shares

guthorized; 0 and Oissued and outstanding as of Begiteanuss; 30, 2023 and December 31, 2022 - -

Common stock - Class A Voting; 1.00 par value; 45,000,000shares authorized; 19,542,290 issued and

gutstanding as of September 30, 20,000,753issued and outstanding as of December 31, 2022 19,542 20,001

%%‘?ﬁmon stock - Class B Non-voting; 1.00 par value; 8,000,000 shares authorized;0 and 0 issued and

gutstanding as of September 30, 2023 and December 31, 2022 - -

Additional paid-in capital on common stock 305,837 311,282

Accumulated deficit (91,269) (104,104)

Accumulated other comprehensive loss (51,226) (44,751)
Total stockholders' equity 182,884 182,428

Total liabilities and stockholders' equity $ 2,244,602 $ 2,085,834

The accompanying notes are an integral part of these unaudited consolidated financial statements.
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USCB FINANCIAL HOLDINGS, INC.
Consolidated Statements of Operations - Unaudited
(Dollars in thousands, except per share data)

Interest income:
Loans, including fees
Investment securities
Interest-bearing deposits in financial institutions
Total interest income
Interest expense:
Interest-bearing checking
Money market and savings accounts
Time deposits
Federal Home Loan Bank advances and other borrowings
Total interest expense
Net interest income before provision for credit losses
Provision for credit losses
Net interest income after provision for credit losses
Non-interest income:
Service fees
(Loss) gain on sale of securities available for sale, net
Gain on sale of loans held for sale, net
Loan settlement
Other non-interest income
Total non-interest income
Non-interest expense:
Salaries and employee
benetitpancy
Regulatory assessment and fees
Consulting and legal fees
Network and information technology services
Other operating expense
Total non-interest expense
Income before income tax expense
Income tax expense
Net income
Per share information:
Net income per share, basic
Net income per share, diluted

Three Months Ended September 30, Nine Months Ended September 30,

The accompanying notes are an integral part of these unaudited consolidated financial statements.
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2023 2022 2023 2022
22523 $ 15,954 $ 63,081 $ 42,989
2,833 2,201 7,501 7,040
1,026 322 2,459 474
26,382 18,477 73,041 50,503
331 19 574 52
8,779 1,141 20,532 2,307
2,565 363 5,767 893
685 180 1,976 456
12,360 1,703 28,849 3,708
14,022 16,774 44,192 46,795
653 910 892 1,615
13,369 15,864 43,300 45,180
1,329 934 3,707 2,917

(955) (558) (976) (540)
255 330 696 686
- - - 161
1,532 1,083 2,650 2127
2,161 1,789 6,077 5,351
6,066 6,075 18,325 17,863
1,350 1,281 3,968 3,802
365 269 1,041 708
513 604 1,257 1,519
481 488 1,464 1,323
1,686 1,415 5,034 4,080
10,461 10,132 31,089 29,295
5,069 7,521 18,288 21,236
1,250 1,963 4,464 5,529
3819 $ 5558 $ 13,824 $ 15,707
0.20 $ 0.28 $ 0.70 $ 0.79
019 $ 0.28 $ 070 $ 0.78
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Consolidated Statements of Comprehensive Income (Loss) - Unaudited

Net income
Other comprehensive income (loss):
Unrealized loss on investment securities

USCB FINANCIAL HOLDINGS, INC.

(Dollars in thousands)

Three Months Ended

Nine Months Ended

Amortization of net unrealized (loss) gain on securities transferred from

available-for-sale to held-to-maturity

Reclassification adjustment for loss included in net income

Unrealized gain on cash flow hedge
Tax effect
Total other comprehensive loss, net of tax
Total comprehensive income (loss)

September 30, September 30,
2023 2022 2023 2022

$ 3819 $ 5558 $ 13,824 $ 15,707
(7,858) (11,679) (11,145) (57,577)
64 (52) 184 (177)

955 558 976 540

266 - 1,312 -

1,666 2,832 2,198 14,528
(4,907) (8,341) (6,475) (42,686 )
$ (1,088 B (2,783 B 7,349 $ (26,979)

The accompanying notes are an integral part of these unaudited consolidated financial statements.
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USCB FINANCIAL HOLDINGS, INC.

Consolidated Statements of Changes in Stockholders’ Equity - Unaudited
(Dollars in thousands, except per share data)

Common Stock

Additional Paid-in Accumulated Other Total
Capital on Common Comp! i s
Shares Par Value Stock A Deficit Loss Equity
Balance at July 1, 2023 19,544,777 $ 19,545 $ 305,547 $ (95,088)$ (46,319)$ 183,685
Net income - - - 3,819 - 3,819
Other comprehensive loss - - - - (4,907) (4,907)
Restricted stock forfeiture (2,487) (3) 3 - - -
Stock-based compensation - - 287 - - 287
Balance at September 30, 2023 19,542,290 $ 19,542 $ 305837 $ (91,269)$ (51,226)$ 182,884
Balance at July 1, 2022 20,000,753 $ 20,001 $ 311,024 $ (114,096 )3 (36,861)$ 180,068
Net income - - - 5,558 - 5,558
Other comprehensive loss - - - - (8,341) (8,341)
Stock-based compensation - - 132 - - 132
Balance at September 30, 2022 20,000,753 $ 20,001 $ 311,156 $ (108,538)$ (45.202)$ 177,417
Common Stock
Additional Paid-in Accumulated Other Total
Capital on Common A | Compr i khold
Shares Par Value Stock Deficit Equity
Balance at January 1, 2023 20,000,753 $ 20,001 $ 311,282 $ (104,104) $ (44,751) $ 182,428
After tax cumulative effect of adoption of accounting principle related to ASC
326 (989) (989)
Adjusted beginning balance after cumulative effect adjustment 20,000,753 20,001 311,282 (105,093) (44,751) 181,439
Net income - - - 13,824 - 13,824
Other comprehensive loss - - - - (6,475) (6,475)
Repurchase of Class A common stock (577,603 ) (577) (6,036) - - (6,613)
Restricted stock issued 121,627 121 (121) - - -
Restricted stock forfeiture (2,487) (3) 3 - -
Stock-based compensation - - 709 - - 709
Balance at September 30, 2023 19,542,290 $ 19,542 $ 305.837 $ (91 269_) $ (51 226.] $ 182,884
Balance at January 1, 2022 19,991,753 19,992 310,666 (124,245) (2,516) 203,897
Net income = = = 15,707 = 15,707
Other comprehensive loss - - - - (42,686) (42,686)
Exercise of stock options 9,000 9 93 102
Stock-based compensation - - 397 - - 397
Balance at September 30, 2022 20,000,753 $ 20,001 $ 311,156 $ (108,538) 8 (45,202) $ 177,417

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

6 USCB Financial Holdings, Inc. Q3 2023 Form 10-Q



Table of Contents

USCB FINANCIAL HOLDINGS, INC.
Consolidated Statements of Cash Flows - Unaudited
(Dollars in thousands)

Cash flows from operating activities:

Net income

Adjustments to reconcile net income to net cash provided by operating activities:
Provision for credit losses
Depreciation and amortization
(Accretion) amortization of premiums on securities, net
Accretion of deferred loan fees, net
Stock-based compensation
Loss (gain) on sale of available for sale securities
Gain on sale of loans held for sale
Increase in cash surrender value of bank owned life insurance
Bank owned life insurance enhancement
Decrease in deferred tax assets

Net change in operating assets and liabilities:
Accrued interest receivable
Other assets
Accrued interest and other liabilities

Net cash provided by operating activities

Cash flows from investing activities:
Purchase of investment securities held to maturity
Proceeds from maturities and pay-downs of investment securities held to maturity
Purchase of investment securities available for sale
Proceeds from maturities and pay-downs of investment securities available for sale
Proceeds from sales of investment securities available for sale
Net increase in loans held for investment
Purchase of loans held for investment
Additions to premises and equipment
Proceeds from the sale of loans held for sale
Purchase of Bank owned life insurance
Proceeds from the redemption of Federal Home Loan Bank stock
Purchase of Federal Home Loan Bank stock
Net cash used in investment activities

Cash flows from financing activities:
Proceeds from issuance of Class A common stock, net
Repurchase of Class A common stock
Net increase in deposits
Proceeds from Federal Home Loan Bank advances
Repayments on Federal Home Loan Bank advances
Net cash provided by financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

Supplemental disclosure of cash flow information:
Interest paid

Suppl I schedule of hi ing and fi
Transfer of loans held for investment to loans held for sale
Transfer of investment securities from available-for-sale to held-to-maturity
Lease liability arising from obtaining right-of-use asset

Nine Months Ended September 30,

2023 2022
$ 13,824 $ 15,707
892 1,615
443 530
(651) 412
(236) (1,364)
709 397
976 540
(696) (686)
(775) (794)
(981) -
4,465 5,529
(1,374) (593)
(751) (4,163)
12,679 14,432
28,524 31,562
(86,788) (2,432)
79,085 9,689
(26,792) (49,808)
11,679 35,502
15,409 45,647
(165,662 ) (177,916)
(13,277) (70,175)
(131) (175)
10,715 8,641
(11,100) -
6,517 2,250
(9,940) (2,052)
(190,285 ) (200,829
- 102
(6,613) -
91,641 206,263
259,350 60,000
(203.350) (70.000)
141,028 196,365
(20,733) 27,098
54,168 46,228
$ 33435 $ 73,326
$ 27872 $ 3,675
$ 10019 § 7,955
$ =% 74 444
$ =% 1550

The accompanying notes are an integral part of these unaudited consolidated financial statements.
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USCB FINANCIAL HOLDINGS, INC.
Notes to the Consolidated Financial Statements - Unaudited

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Overview

USCB Financial Holdings, Inc., a Florida corporation incorporated in 2021, is a bank holding company with one direct
wholly owned subsidiary, U.S. Century Bank (the “Bank”), together referred to as “the Company”. The Bank, established in
2002, is a Florida state-chartered, non-member financial institution providing financial services through its banking centers
located in South Florida.

The Bank owns a subsidiary, Florida Peninsula Title LLC, that offers our clients title insurance policies for real
trangstéitins closed at the Bank. Licensed in the State of Florida and approved by the Department of Insurance Regulation,
Florida Peninsula Title LLC began operations in 2021.

Basis of Presentation

The accompanying unaudited consolidated financial statements have been prepared in accordance with instructions to
Form 10-Q and do not include all the information and footnotes required by U.S. generally accepted accounting principles
(“U.S. GAAP”") for complete financial statements. All adjustments consisting of normally recurring accruals that,
opitien of management, are necessary for a fair presentation of the financial position and results of operations
pienotisepresented have been included. These unaudited consolidated financial statements should be read in conjunction
with the Company’s consolidated financial statements and related notes appearing inthe Company’s Annual
Repart 0ekVA for the year ended December 31, 2022.

Principles of Consolidation

The Company consolidates entities in which it has a controlling financial interest. Intercompany transactions
balanaed are eliminated in consolidation.

Use of Estimates

To prepare financial statements in conformity with U.S. GAAP, management makes estimates and assumptions based
on available information. These estimates and assumptions affect the amounts reported in the financial statements. The
most significant estimates impacting the Company’s consolidated financial statements are the allowance for credit losses
(ACL) and income taxes.

Reclassifications

Certain amounts in the consolidated financial statements have been reclassified to conform to the current presentation.
Reclassifications had no impact on the net income or stockholders’ equity of the Company.

Adoption of New Accounting Standards
Measurement of Credit Losses on Financial Instruments

On January 1st, 2023, the Company adopted Accounting Standard Update (“ASU”) 2016-13 Financial Instruments
Credit Losses (Topic 326): Measurement of Credit Losses on Financial Instruments, as amended, which
neplewsss losemethodology with an expected loss methodology that is referred to as the current expected credit loss (CECL)
methodology. The measurement of expected credit losses under the CECL methodology is applicable to financial
aesadared at amortized cost, including loan receivables and held-to-maturity debt securities. It also applies to off-balance
sheet credit exposures not accounted for as insurance (e.g., loan commitments, standby letters of credit,
finareikes, and other similar instruments) and net investments in leases recognized by a lessor in accordance with Topic
842 on leases. In addition, ASC 326 amended the accounting for available-for-sale debt securities. One such change is to
require credit losses to be presented as an allowance rather than as a write-down on available-for-sale debt securities that
management does not intend to sell or believes that it is more likely than not they will not be required to sell.

Under CECL, the Company estimates the allowance for credit losses using relevant available information, from both

internal and external sources, relating to past events, current conditions, and reasonable and supportable
faikstosistsl. credit losses provide the basis for estimation of expected credit losses. Qualitative adjustments are applied to the

8 USCB Financial Holdings, Inc. Q3 2023 Form 10-Q
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USCB FINANCIAL HOLDINGS, INC.
Notes to the Consolidated Financial Statements - Unaudited

expected credit losses estimated for the loan portfolio in relation to potential limitations of the quantitative model. A
scosechrd aid management in the assessment of qualitative factor adjustments applied to expected credit losses.

The quantitative component of the estimate relies on the statistical relationship between the projected value
econarmianindicator and the implied historical loss experience among a curated group of peers. The Company
tégjzeskion analyses of peer data, in which the Company was included, and where observed credit losses and
eetmwvecic factors were used to determine suitable loss drivers for modeling the lifetime rates of probability of default (PD).
A loss given default rate (LGD) is assigned to each pool for each period based on these PD outcomes. The
fundaehentally utilizes an expected discounted cash flow (DCF) analysis for loan portfolio segments. The DCF analysis is
run at the instrument-level and incorporates an array of loan-specific data points and segment-implied
determutienise tidetime expected loss attributable to each instrument. An implicit "hypothetical loss" is derived for each period
of the DCF and helps establish the present value of future cash flows for each period. The reserve appliedto a
Bpetaificent is the difference between the sum of the present value of future cash flows and the book balance of the loan at
the measurement date.

Management elected the Remaining Life (WARM) methodology for five loan portfolio segments. For each of
segnteete a long-term average loss rate is calculated and applied ona quarterly basis for the remaining life of the
pofistments for economic expectations are made through qualitative assessments. For the remaining life
gsimagetient implemented a software solution that uses an attrition-based calculation that performs quarterly, cohort-based
attrition measurements based on the loan portfolio.

At adoption of CECL, 84% or $1.3 billion of loan receivables were collectively evaluated under DCF method and 16%
or $51.0 million of loan receivables were collectively evaluated under the Remaining Life method. The remairiry
million of Iodin receivables of the total loan portfolio were individually evaluated.

Portfolio segments are the level at which loss assumptions are applied to a pool of loans based on the similarity of risk
characteristics inherent in the included instruments, relying on collateral codes and FFIEC Call Report codes. The Company
currently segments the portfolio based on collateral codes for purpose of establishing reserves. Each of these segments is
paired to regression models (Loss Driver Analyses) based on peer data for loans of similar risk
Clarpeteyistics esftigished relationships between internal segmentation and FFIEC Call Report codes for this purpose. The
loss driver for each loan portfolio segment is derived from a readily available and reasonable economic forecast, including
the Federal Reserve Bank projections of U.S. civilian unemployment rate and the year-over-year real GDP growth; for the
residential loan segment the House Price index (“HPI”) projections published by Fannie Mae’s Economic and
Reagzgith Group are utilized for the forecast. Forecasts are applied the first four quarters of the creditloss estimate
eguwkrt on a straight-line basis to the lookback period's historical mean for the economic indicator over the expected life
fefans.

The model incorporates qualitative factor adjustments in order to calibrate the model for risk in each portfolio segment
that may not be captured through quantitative analysis. Determinations regarding qualitative adjustments are reflective of
management's expectation of loss conditions differing from those already captured in the quantitative component of
rtioelel.

The Company estimates a reserve for unfunded commitments, which is reported separately from the
creditllossexevitiin  other liabilities. The reserve is based upon the same quantitative and qualitative factors applied to the
collectively evaluated loan portfolio.

The impact of adoption of the ASU 2016-13 was an increase to the allowance for credit losses (ACL)
receivablesnsf $ 1.1 million and an increase to the reserve for unfunded commitments of $ 259 thousand. This one-time net
of tax cumulative adjustment resulted in a increase of $ 1.0 million in accumulated deficit. See “Allowance for Credit Losses”
section in Note 3 for more information on the ACL.

Trouble Debt Restructuring

In March 2022, the Financial Accounting Standards Board (“FASB”) issued ASU 2022-02, Financial Instruments-Credit
Losses (Topic 326): Troubled Debt Restructurings (“TDR”) and Vintage Disclosures. The standard addresses the following:
1) eliminates the accounting guidance for TDRs, require s an entity to determine whether a modification results in a
Ieaw or a continuation of an existing loan, 2) expands disclosures related to modifications, and 3) requires disclosure
ofirrent period gross write-offs of financing receivables within the vintage disclosures table (see Note 3). The
Company

9 USCB Financial Holdings, Inc. Q3 2023 Form 10-Q
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USCB FINANCIAL HOLDINGS, INC.
Notes to the Consolidated Financial Statements - Unaudited

adopted ASU 2022-02 effective January 1, 2023 on a prospective basis. The adoption of ASU 2022-02 did not
heaterial impact on the Company’s consolidated financial statements.

Issued and Not Yet Adopted
Reference Rate Reform

In March 2020, the FASB issued ASU 2020-04, Reference Rate Reform (Topic 848), Facilitation of the
RefdrfiactsRafe Reform on Financial Reporting. In January 2021, the FASB clarified the scope of this guidance with ASU
2021-01 which provides optional guidance for a limited period of time to ease the burden in accounting for (or recognizing
the effects of) reference rate reform on financial reporting. This ASU is effective from March 12, 2020 through December 31,
2024. The Company is evaluating the impact of this ASU and has notyet determined whether LIBOR transition and
B will have a material effect on our business operations and consolidated financial statements.

2. INVESTMENT SECURITIES

On January 1st, 2023, the Company adopted ASU 2016-13 Financial Instruments - Credit Losses (Topic
Meas@@&8yent of Credit Losses on Financial Instruments, as amended, which replaces the incurred loss methodology with
an expected loss methodology that is referred to as the current expected credit loss (CECL) methodology. The measurement
of expected credit losses under the CECL methodology is applicable to financial assets measured at amortized
inclating loan receivables and held-to-maturity debt securities. In addition, ASC 326 amended the accounting for available-
for-sale debt securities. One such change is to require credit losses to be presented as an allowance rather than as a write-
down on available-for-sale debt securities management does not intend to sell or believes that it is more likely than not they
will be required to sell.

CECL requires aloss reserve for securities classified as Held-to-Maturity (HTM). The reserve should reflect historical
credit performance as well asthe impact of projected economic forecast. For U.S. Government bonds and U.S.
Bgavdybonds in HTM the explicit guarantee of the US Government is sufficient to conclude that a credit loss reserve is not
required. The reserve requirement is for three primary assets groups: municipal bonds, corporate bonds, and non-agency
securitizations. The Company calculates quarterly the loss reserve utilizing Moody’'s ImpairmentStudio. The
egdurement for investment securities incorporates historical data, containing defaults and recoveries information,
drabdy’s baseline economic forecast. The solution uses probability of default/loss given default (‘PD/LGD”) approach. PD
represents the likelihood a borrower will default. Within the Moody’s model , this is determined using historical default data,
adjusted for the current economic environment. LGD projects the expected loss if a borrower were to default.

The Company monitors the credit quality of held to maturity securities through the use of credit ratings. Credit ratings
are monitored by the Company on at least a quarterly basis. As of September 30, 2023 and December 31, 2022, all held-
to-maturity securities held by the Company were rated investment grade.

At quarter end, HTM securities included18.9 million of U.S. Government and U.S. Agency issued bonds
mortgage-backed securities. Because of the explicindind/or implicit guarantee on these bonds, the Company no
heddsves on these holdings. The remaining portion of the HTM portfolio is made up 08.4million in investment grade
corporate bonds. The required reserve for these holdings is determined each quarter using the model described above. For
the portion of the HTM exposed to non-government credit risk, the Company utilized the PD/LGD methodology to estimate
a $16 thousand ACL as of September 30, 2023. The book value for debt securities classified as HTM represents amortized
cost less ACL.

The Company determined that an ACL on its debt securities available for sale as of September 30, 2023 and December
31, 2022 was not required.

10 USCB Financial Holdings, Inc. Q3 2023 Form 10-Q
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The following tables present a summary of the amortized cost, unrealized or unrecognized gains and losses, and
valu&aof investment securities at the dates indicated (in thousands):

September 30, 2023

Amortized Unrealized Unrealized

Available-for-sale: Cost Gains Losses Fair Value
U.S. Government Agency $ 9913 $ -3 (1,888) g 8,025
Collateralized mortgage 105,547 - (26,976) 78,571
Miiggéigasbacked securities - residential 66,024 - (14,867) 51,157
Mortgage-backed securities - 48,010 62 (7,508) 40,564
MURBRgiIdecurities 25,024 - (6,908 ) 18,116
Bank subordinated debt 24,417 5 (2,246) 22,176
ernpolieR bonds - - - -

$ 278,935 $ 67 $ (60,393) $ 218,609
Held-to-maturity:
U.S. Government Agency $ 44,087 g -3 (7,038) g 37,049
u.S. 19,934 - (28) 19,906
TisiRaLrdlized mortgage 64,094 - (10,308) 53,786
nhliggiigasacked securities - residential 44,302 o (6,088) 38,214
Mortgage-backed securities - 15,467 - (1,583) 13,884
EVHIBRAEAonds 9,443 - (988) 8,455

$ 197,327 $ -3 (26,033) $ 171,294
Allowance for credit losses - securities held-to- (16)
Baturibes held-to maturity, net of allowance for credit $ 197,311
losses -

December 31, 2022
Amortized Unrealized Unrealized

Available-for-sale: Cost Gains Losses Fair Value
U.S. Government Agency $ 10,177 $ - $ (1,522)% 8,655
Collateralized mortgage 118,951 - (23,410) 95,541
Miiggeigasbacked securities - residential 73,838 - (12,959) 60,879
Mortgage-backed securities - 32,244 15 (4,305) 27,954
SMBRISIdecurities 25,084 - (6,601) 18,483
Bank subordinated debt 15,964 5 (1,050) 14,919
erngolie® bonds 4,037 - (328) 3,709

$ 280,295 $ 20 $ (50,175 )% 230,140
Held-to-maturity:
U.S. Government Agency $ 44914 ¢ 25 g (5,877)s 39,062
u.s. 9,841 - (13) 9,828
Tisirasrdlized mortgage 68,727 28 (7,830) 60,925
mhliggaigesacked securities - residential 42,685 372 (4,574) 38,483
Mortgage-backed securities - 11,442 - (665) 10,777
G,Qmmﬁiféf’bonds 11,090 = (1,077) 10,013

$ 188,699 $ 425 $ (20,036 % 169,088

During the year ended December 31, 2022, a total o26 investment securities with an amortized cost basis and fair
value of $4.4 million and $3.8 million, respectively, were transferred from AFS to HTM. These securites had a
unrealized loss of $0.6 million omethe date of transfer. The net unrealized loss that was retained in accumulated
comprehensive income (“ATEr") is being amortized over the remaining life of the securities. For the three and nine months
ended September 30, 2023, total amortization out of AOCI for net unrealized losses on securities transferred from AFS to
HTM was $64 thousand and $184 thousand, respectively. The unamortized net unrealized loss on September 30, 2023,
was $9.6 million. There were no securities transferred from AFS to HTM during the nine months ended September 30, 2023.
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Gains and losses on the sale of securities are recorded on the trade date and are determined on the
identiipatidit basis. The following table presents the proceeds, realized gross gains and realized gross losses on sales and
calls of AFS debt securities for the three and nine months ended September 30, 2023 and 2022 (in thousands):

Three Months Ended September 30, Nine Months Ended September 30,
Available-for-sale: 2023 2022 2023 2022
Proceeds from sale and call of securities $ 6,792 $ 13,809 $ 15,409 $ 45,647
Gross gains $ - $ 2% 3% 218
Gross losses (955) (560) (979) (758)
Net realized (loss) $ (955)$ (558 )% (976 )% (540)

gain
The amortized cost and fair value of investment securities, by contractual maturity, are shown below as of the
indicdaée (in thousands). 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. Securities not due at a single maturity date are shown
separately.

Available-for-sale Held-to-maturity
Amortized Amortized

September 30, 2023: Cost Fair Value Cost Fair Value

Due within one $ -$ -$ 19,934 $ 19,906
PRAY after one year through five 6,000 5,977 9,443 8,455
PRI Sfter five years through ten 22,059 18,919 o o
PRAYSifter ten 21,382 15,396 - -
VE8ISGovernment Agency 9,913 8,025 44,087 37,049
Collateralized mortgage 105,547 78,571 64,094 53,786
Miiggeigesbacked securities - residential 66,024 51,157 44,302 38,214
Mortgage-backed securities - 48,010 40,564 15,467 13,884
commercial $ 278935 $ 218609 $ 107327 $ 171294

At September 30, 2023, there were no securities held inthe portfolio from any one issuerin an amount greater
10%hah total stockholders’ equity other than the United States Government and Government Agency securities.
Adlldteralized mortgage obligations and mortgage-backed securities are issued by United States sponsored
Sefitiembar 30, 2023 and December 31, 2022.

Information pertaining to investment securities with gross unrealized losses, aggregated by investment category
lengttndf time that those individual securities have been ina continuous loss position, are presented as of the
ttewitig thousands):

September 30, 2023

Less than 12 12 months or Total
months Unrealized more Unrealized Unrealized
Fair Value Losses Fair Value Losses Fair Value Losses

U.S. Government Agency $ - - 45,075 (10,184) $ 45,075 $ (10,184)
u.s. 19,906 (28) - - 19,906 (28)
Tisiraurdlized mortgage = - 132,357 (41,869) 132,357 (41,869)
Miiggeigasacked securities - residential 5,362 (237) 84,009 (23,353) 89,371 (23,590)
Mortgage-backed securities - 20,006 (917) 32,923 (9,656) 52,929 (10,573)
MRBRIgigecurities - - 18,116 (6,908) 18,116 (6,908)
Bank subordinated debt 9,611 (304) 11,560 (1,941) 21,171 (2,245)
ernpolieR bonds - - 8,454 (631) 8,454 (631)

$ 54885 $ (1486) $ 332494 $ (94542) $ 387,379 $ (96,028)
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December 31, 2022

Less than 12 12 months or Total
months Unrealized more Unrealized Unrealized
FairValue _ Losses =~ FairValue _ Losses  FairValue _ Losses
U.S. Government Agency $ 11,407 (1,093) 36,310 (7,616) 47,717  $  (8,709)
u.s. 9,828 (13) - - 9,828 (13)
Tsirgbrdlized mortgage 16,500 (963) 139,965 (34,962) 156,465 (35,925)
iiggigesacked securities - residential 5,059 (564) 91,742 (19,348) 96,801 (19,912)
Mortgage-backed securities - 10,052 (1,173) 26,823 (5,300) 36,875 (6,473)
SRRBRgigecurities - - 18,483 (6,601) 18,483 (6,601)
Bank subordinated debt 11,295 (670) 2,619 (381) 13,914 (1,051)
erpgolie® bonds 13,723 (926) - - 13,723 (926)

$ 77864 $ (5402) $ 315,942 $ (74208) $ 393,806 $ (79,610)

As of September 30, 2023, the unrealized losses associated with1%$8.5 million of investment securities transferred
from the AFS portfolio to the HTM portfolio represent unrealized losses since the date of purchase, independent
imbdbeassociated with changes in the cost basis of the securities upon transfer between portfolios.

ASC Topic 326 amended the existing other-than-temporary-impairment guidance for AFS securities, requiring
losseteditbe recorded as an allowance rather than through a permanent write-down. When evaluating AFS debt securities
under ASC Topic 326, the Company has evaluated whether the decline in fair value is attributed to credit losses or
tabenrs like interest rate risk, using both quantitative and qualitative analyses, including company performance
enabigisf credit ratings, remaining payment terms, prepayment speeds and analysis of macro-economic conditions. Each
investment is expected to recover its price depreciation over its holding period as it moves to maturity and the
Basnphey intent and ability to hold these securities to maturity if necessary. As a result of this evaluation, the
Camopaiwd that no allowance was required on AFS securities.

At September 30, 2023, the Company hads®3 million of unrealized losses on mortgage-backed securities
collateralized mortgage obligations of government spwhsored entities having a fair value 286.% million that were
attributable to a combination of factors, including relative changes in interest rates since the time of purchase.

At December 31, 2022, the Company hadb357 million of unrealized losses on mortgage backed securities
collateralized mortgage obligations of government spdnsored entities having a fair value 26#.6 million that were
attributable to a combination of factors, including relative changes in interest rates since the time of purchase.

The contractual cash flows for these securities are guaranteed by U.S. government agencies and U.S.
sporgmredhengities. The municipal bonds are of high credit quality and the declines in fair value are not due to credit quality.
Based on the assessment of these mitigating factors, management believed that the unrealized losses on
teeseitylbbtdings are a function of changes in investment spreads and interest rate movements and not changes in credit
quality. Management expects to recover the entire amortized cost basis of these securities.

At September 30, 2023, the Company does not intend to sell debt securities that are in an unrealized loss position and
it is not more than likely than not that the Company will be required to sell these securities before recovery of the amortized
cost basis. Therefore, management does not consider any investment to be other than temporarily impaired at September
30, 2023.

Pledged Securities

The Company maintains a master repurchase agreement with a public banking institution for up t028.0 million fully
guaranteed with investment securities upon withdrawal. Any amounts borrowed would be at a variable interest rate based
on prevailing rates at the time funding is requested. As of September 30, 2023, the Company dichot have any securities
pledged under this agreement.

The Bank is a Qualified Public Depository (“QPD”) with the State of Florida. As a QPD, the Bank has the legal authority
to maintain public deposits from cities, municipalities, and the State of Florida. These public deposits are
securitidsbpledged to the State of Florida at a ratio2®% of the outstanding uninsured deposits. The Bank must
maintain a minimum amount of pledged securities to be in thespublic funds program.
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As of September 30, 2023, the Bank had a total 2if2.8 million in deposits under the public funds program
pledged to the State of Florida for these public funds were twenty-aeden bonds with an aggregate fair value of $82.6 million.

As of December 31, 2022, the Bank had a total of $04.2 million in deposits under the public funds program and pledged
to the State of Florida for these public funds were eighteen corporate bonds with an aggregate fair value of $ 49.0 million.

The Board of Governors of the Federal Reserve System, on March 12, 2023, announced the creation of a new
TermBaRkinding Program (BTFP). The BTFP offers loans of upto oneyear inlength to banks, savings associations,
aredits, and other eligible depository institutions pledging U.S. Treasuries, U.S. agency debt and mortgage-
bacudtles, and other qualifying assets as collateral. These assets will be valued at par.

The Company had no borrowing under the BTFP program as of September 30, 2023, and had pledged $134.4 million
in securities measured at par to the Federal Reserve Bank of Atlanta for the BTFP program.

3. LOANS

On January 1, 2023, the Company adopted FASB ASC Topic 326 using the modified retrospective
accargdhodoledh the amendments of FASB ASU 2016-13. Through the adoption of CECL, the Company
divetapes farcredit losses (“ACL") methodology that replaces its previous allowance for loan losses methodology. See the
ACL section in this note for further information regarding the Company’s ACL. Prior periods balance for ACL are presented
under legacy GAAP and may not be comparable to current period presentation.

The following table is a summary of the distribution of loans held for investment by type (in thousands):

September 30, 2023 December 31, 2022
Percent Percent
Total of Total Total of Total
Residential Real Estate $ 188,880 113% $ 185,636 123 %
Commercial Real Estate 1,005,280 60.0 % 970,410 64.4 %
Commercial and Industrial 212,975 12.7 % 126,984 8.4 %
Foreign 94,640 57 % 93,769 6.2 %
Banksmer and Other 173,096 10.3 % 130,429 8.7 %
Total gross loans 1,674,871 100.0 % 1,507,228 100.0 %
Plus: Deferred fees (cost) 1,649 110
Total loans net of deferred fees (cost) 1,676,520 1,507,338
Less: Allowance for credit 19,493 17,487
10$%88 net loans $ 1,657,027 $ 1,489,851

At September 30, 2023 and December 31, 2022, the Company had $556.1 million and $ 338.1 million, respectively, of
commercial real estate and residential mortgage loans pledged as collateral for lines of credit with the FHLB and the Federal
Reserve Bank of Atlanta.

The Company was a participant in the Small Business Administration’s (“SBA”") Paycheck Protection Program (“PPP”)
loans. These loans were designed to provide a direct incentive for small businesses to keep their workers on payroll
#relfunds had to be used towards payroll cost, mortgage interest, rent, utilities and other costs related to COVID-19. These
loans are forgivable under specific criteria as determined by the SBA. The Company had PPP loans totaling $ 295 thousand
at September 30, 2023 and $ 1.3 million at December 31, 2022, which are categorized as commercial and industrial loans.

The Company recognized $6 thousand and $ 1.6 million in PPP loan fees and interest income during the nine months
ended September 30, 2023 and 2022, respectively, which is reported under loans, including fees, within the Consolidated
Statements of Operations.

Allowance for Credit Losses
In general, the Company utilizes the Discounted Cash Flow (DCF) method or the Remaining Life (WARM) methodology

to estimate the quantitative portion of the ACL for loan pools. The DCF uses a loss driver analysis (LDA) and
dastotiotedinalyses. Management engaged advisors and consultants with expertise in  CECL model development to assist
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in development of aloss driver analysis based on regression models and supportable forecast. Peer group data obtained
from FFIEC Call Report filings is used to inform regression analyses to quantify the impact of reasonable and supportable
forecasts in projective models. Economic forecasts applied to regression models to estimate probability of default for loan
receivables use at least one of the following economic indicators: civilian unemployment rate (national), real gross domestic
product growth (national GDP) and/or the HPI. For each of the segmentsin which the WARM methodology is used,
tbrg-term average loss rate is calculated and applied on a quarterly basis for the remaining life of the pool. Adjustments for
economic expectations are made through qualitative factors .

Qualitative factors (“Q-Factors”) used in the ACL methodology include:

« Changes in lending policies, procedures, and

strat@lgéggyes in international, national, regional, and local

«conditianges in nature and volume of

«portfifianges in the volume and severity of past due loans and other similar

scondlbonsntration risk

«  Changes in the value of underlying

«colldteeatffect of other external factors: e.g., competition, legal, and regulatory

sreqieangets in lending management, among

others

ACL for the three and nine months ended September 30, 2023, was estimated under the CECL methodology, and for
all periods in 2022, it was estimated under the incurred loss model.

Changes in the allowance for credit losses for the three and nine months ended September 30, 2023 and 2022 were
as follows (in thousands):

Commercial

Residential Commercial and Foreign Consumer

Real Estate _ Real Estate Industrial Banks and Other Total
Three Months Ended September 30, 2023
Beginning balance $ 2,673 $ 10,183 $ 2,500 $ 677 $ 2,782 $ 18,815
Provision for credit @ (162) (84) 738 73 108 673
[Re88Geries - - 8 - - 8
Charge-offs - - - - (3) (3)
Ending $ 2511 $ 10,099 $ 3246 $ 750 $ 2,887 $ 19493
Balance
Nine Months Ended September 30, 2023
Beginning balance $ 1,352 $ 10,143 $ 4,163 $ 720 $ 1,109 $ 17,487
Cumulative effect of adoption of
REooimerty 1,238 1,105 (2,158) 23 858 1,066
Provision for credit (O] (89) (1,149) 1,181 7 965 915
leeeBSeries 10 - 60 - 3 73
Charge-offs - - - - (48) (48)
Ending $ 2511 $ 10,099 $ 3246 $ 750 $ 2,887 $ 19493
Balance

(1) Provision for credit losses excludes 17 thousand release due to unfunded commitments included in other liabilities and 3
thousand release due to investment securiti®s held to

(RRwfldct of CECL adoption on January 1,

(gyﬁovision for credit losses excludes 39 thousand release due to unfunded commitments included in other liabilities and 16
fhousand expense due to investment securiies held to

maturity.
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Residential Commercial Commercial Foreign Consumer

Real Estate _Real Estate _and Industrial Banks and Other Total
Three Months Ended September 30, 2022
Beginning balance $ 2,366 $ 9,290 $ 2,671 $ 651 $ 808 $ 15,786
Provision for credit (1,009) 695 1,126 74 24 910
Reseseries 1 - - - - 1
Charge-offs - - (88) - (5) (93)
Ending $ 1,358 $ 9,985 $ 3,709 $ 725 $ 827 $ 16,604
Balance
Nine Months Ended September 30, 2022
Beginning balance $ 2,498 $ 8,758 $ 2775 $ 457 $ 569 $ 15,057
Provision for credit (1,157) 1,227 1,011 268 266 1,615
Regeveries 33 - 11 - 3 47
Charge-offs (16) - (88) - (11) (115)
Ending $ 1,358 $ 9,985 $ 3,709 $ 725 $ 827 $ 16,604
Balance

At September 30, 2023 the ACL, under the CECL methodology, w&8.5$million compared to $7.5 million at
December 31, 2022, under theincurred loss methodology. The increase of2b0 million was composed of a $L.1 million
impact of adoption of the ASU 2016-13 on loan receivables, a$ 915 thousand increase in the ACL for loan receivables due
to loan growth and to net charge-offs.

The Company had charge offs totaling3$housand for the quarter ended September 30, 2023 related to
originated in 2023. The Company had charge dffansotaling 8 thousand for the nine months ended September 30, 2023
related to loans. $27 thousand was related to loans originated in 2023 and $ 21 thousand of charge offs was related to loans
originated in 2015.

The Company had charge offs totaling 145.0 thousand for the nine months ended September 30, 2022, on
$15.6 thousand and $87.7 thousand of charge offdoasiated to loans that were originated in 2004 and 2019,
$10.9 thousand of charge oféspaletieelfo loans that were originated in 2022.

The Federal Open Market Committee (“FOMC") economic forecasts as of September 30, 2023, showed
impnoweteeatts in unemployment and a slower real GDP growth. Fannie Mae HPI forecast reflected important improvement
in national housing prices over the next four quarters. The Company continued to adjust the HPI index effect on 1-4 Family
loan portfolio with a qualitative factor because Florida housing prices are performing better than national levels. Q-Factors
were reviewed and updated; maximum loss calculations are based on refreshed stress test and risk statuses were updated
based on portfolio and external developments during the third quarter.
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The ACL and the outstanding balances in the specified loan categories as of September 30, 2023 and December 31,
2022 are as follows (in thousands):

Residential Commercial Commercial Foreign Consumer
Real Estate _ Real Estate _and Industrial Banks and Other Total

September 30, 2023:

Allowance for credit

logsdigidually evaluated for $ 146 $ -$ 135 $ -$ -$ 281
ORI evaluated for 2,365 10,099 3,111 750 2,887 19,212
Bapaiiveenend of $ 2511 $ 10,099 $ 3,246 $ 750 $ 2,887 $ 19,493
period

Loans:
Individually evaluated for $ 6,749 $ -$ 869 $ - $ - $ 7,618
OHRETRNY evaluated for 182,131 1,005,280 212,106 94,640 173,096 1,667,253
Bapaiiveenend of $ 188,880 $ 1,005,280 $ 212975 $ 94,640 $ 173,096 $ 1,674,871
period

December 31, 2022:

Allowance for credit

logsgigidually evaluated for $ 155 $ - $ 41 $ -$ 98 $ 294
ORIERRIY evaluated for 1,197 10,143 4,122 720 1,011 17,193
Bapaiiceenend of $ 1,352 $ 10,143 $ 4,163 $ 720 $ 1109 $ 17,487
period

Loans:
Individually evaluated for $ 7,206 $ 393 $ 82 $ -$ 196 $ 7,877
ORIERRIY evaluated for 178,430 970,017 126,902 93,769 130,233 1,499,351
Bap@iiceenend of $ 185,636 $ 970,410 $ 126,984 $ 93,769 $ 130,429 $ 1,507,228
period

Credit Quality Indicators

The Company grades loans based on the estimated capability of the borrower to repay the contractual obligation of the
loan agreement based on relevant information which may include: current financial information on the borrower, historical
payment experience, credit documentation and other current economic trends. Internal credit risk grades are
pesibaitdly.

The Company's internally assigned credit risk grades are as follows:

Pass — Loans indicate different levels of satisfactory financial condition and performance.

Special Mention — Loans classified as special mention have a potential weakness that deserves management's
close attention. If left uncorrected, these potential weaknesses may result in deterioration of the repayment
prospects for the loan or of the institution’s credit position at some future date.

Substandard — Loans classified as substandard are inadequately protected by the current net worth and paying
capacity of the obligator or of the collateral pledged, if any. Loans so classified have a well-defined weakness or
weaknesses that jeopardize the liquidation of the debt. They are characterized by the distinct possibility that the
institution will sustain some loss if the deficiencies are not corrected.

Doubtful — Loans classified as doubtful have all the weaknesses inherent in those classified at substandard, with
the added characteristic that the weaknesses make collection or liquidation in full on the basis of currently existing
facts, conditions, and values, highly questionable and improbable.

Loss — Loans classified as loss are considered uncollectible.
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Loan credit exposures by internally assigned grades are presented below for the periods indicated (in thousands):

As of September 30,

2023
Term Loans by Origination

Year
Revolving
2023 2022 2021 2020 2019 Prior Loans Total
Residential real estate
Pass $ 17,760 $ 36,828 $ 26,315 $ 6,527 $ 9,749 $ 83,244 $ 8,457 $ 188,880
Total 17,760 36,828 26,315 6,527 9,749 83,244 8,457 188,880
Commercial real estate
Pass 78,285 340,524 210,028 104,816 79,129 186,669 3,314 1,002,765
Substandard - - 1,818 697 - - - 2,515
Total 78,285 340,524 211,846 105,513 79,129 186,669 3,314 1,005,280
Commercial and
industrial
Pass 92,156 38,012 34,581 7,141 14,001 3,483 21,617 210,991
Substandard - - 340 - 1,344 - 300 1,984
Total 92,156 38,012 34,921 7,141 15,345 3,483 21,917 212,975
Foreign banks
Pass 93,515 1,125 - - - - - 94,640
Total 93,515 1,125 - - - - - 94,640
Consumer and
(uthes
Pass 50,027 74,961 44,249 717 529 1,396 1,217 173,096
Substandard - - - - o o - -
Total 50,027 74,961 44,249 717 529 1,396 1,217 173,096
Total Loans
Pass 331,743 491,450 315,173 119,201 103,408 274,792 34,605 1,670,372
Special Mention - - - - - - - -
Substandard - - 2,158 697 1,344 - 300 4,499
Doubtful - - - - - - - -
Total $ 331,743 % 491450 $ 317,331 $ 119,898 $ 104,752 $ 274,792 $ 34,905 $ 1,674,871
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Residential real estate:
Home equity line of credit and
otheramily
Gsidrnt@didential

Commercial real estate:
Land and construction
Multi-family residential
Condo
cunmriGRll property

Commercial and
indastiield

Unsecured

Foreign banks
Consumer and other
loans

Total

19
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As of December 31,

2022

Special

Pass Mention Substandard Doubtful Total

Loans
$ 623 $ - $ -3 $ 623
132,178 - - 132,178
52,835 - - 52,835
185,636 - - 185,636
38,687 - - 38,687
176,820 - - 176,820
49,601 - 393 49,994
702,357 = 2,552 704,909
967,465 - 2,945 970,410
120,873 - 807 121,680
5,304 - - 5,304
126,177 - 807 126,984
93,769 - - 93,769
130,233 - 196 130,429
$ 1503280 $ -3 3,948 $ $ 1507228
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Loan Aging

The Company also considers the performance of loans in grading and in evaluating the credit quality of the loan
The @otfgdany analyzes credit quality and loan grades based on payment performance and the aging status of the
Bae following tables include an aging analysis of accruing loans and total non-accruing loans as of September 30,

aAaPecember 31, 2022 (in thousands):

Accruing
Past Due
9Days or >
Past Due and Still Total
As of September 30, Current 3089 Days Accruing Accruing Non-Accrual _Total
R@2%ential real estate: Loans
Home equity line of credit and $ 491 $ -3 - $ 491 $ - $ 491
otheramily 138,069 - - 138,069 = 138,069
csidRNERidential 49,949 371 - 50,320 - 50,320
188,509 371 - 188,880 - 188,880
Commercial real estate:
Land and construction 30,717 - - 30,717 - 30,717
Multi-family residential 177,573 - - 177,573 - 177,573
Condo 58,100 - - 58,100 - 58,100
CRNHRIGIRI property 738,849 - - 738,849 - 738,849
Leasehold 41 - - 41 - 41
improvements 1,005,280 - - 1,005,280 - 1,005,280
Commercial and
industii@l 194,119 - - 194,119 479 194,598
Unsecured 18,377 - - 18,377 = 18,377
212,496 - - 212,496 479 212,975
Foreign banks 94,640 - - 94,640 - 94,640
Consumer and 173,096 - - 173,096 - 173,096
other
Total $ 1674021 $ 371 $ - $ 1674392 $ 479 $ 1,674,871
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Accruing
Past Due
9Days or >
Past Due and Still Total
As of December 31, Current 30-89 Days Accruing Accruing Non-Accrual _Total
R@2Riential real estate: Loans
Home equity line of credit and $ 623 $ - % - $ 623 $ - $ 623
otheamily 131,120 1,058 - 132,178 = 132,178
EsidRNEidential 50,310 2,525 - 52,835 - 52,835
182,053 3,583 - 185,636 - 185,636
Commercial real estate:
Land and construction 38,687 - - 38,687 - 38,687
Multi-family residential 176,820 - - 176,820 - 176,820
Condo 49,994 - - 49,994 - 49,994
CURHRIRRI property 704,884 25 - 704,909 - 704,909
Leasehold - - - - - -
improvements 970,385 25 - 970,410 - 970,410
Commercial and
industii@ld 121,649 31 - 121,680 - 121,680
Unsecured 4,332 972 - 5,304 = 5,304
125,981 1,003 - 126,984 - 126,984
Foreign banks 93,769 - - 93,769 - 93,769
Consumer and 130,169 260 - 130,429 - 130,429
other
Total $ 1502357 $ 4871 $ - $ 1507,228 $ - $ 1,507,228

Non-accrual Status

The following table includes the amortized cost basis of loans on non-accrual status and loans past due over 90 days
and still accruing as of September 30, 2023 (in thousands):

September 30, 2023

Nonaccrual Nonaccrual Loans
Loans With No  Loans With PasOver
Related Related Total ays and
Allowance Allowance Naooruals Stillccruing
Residential real estate $ - $ - $ - $ -
Commercial real estate - - - -
Commercial and industrial - 479 479 =
Consumer and - - - -
other $ -3 479 $ 479 $ -

The Company did not have loans in nonaccrual status as of December 31, 2022.

Accrued interest receivable is excluded from the estimate of credit losses. There waso interest income recognized
attributable to non-accrual loans outstanding during the three months ended September 30, 2023 and 2022. Interest income
on these loans for the three months ended September 30, 2023 and 2022, would have been approximately $12 thousand
and $0 thousand, respectively, had these loans performed in accordance with their original terms. Interest income on these
loans for the nine months ended September 30, 2023 and 2022, would have been approximately28sthousand and %
thousand, respectively, had these loans performed in accordance with their original terms.
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Collateral-Dependent Loans

A loan is collateral dependent when the borrower is experiencing financial difficulty and repayment of the
expdetad is be provided substantially through the sale or operation of the collateral. There wer® collateral dependent
loans as of September 30, 2023, or as of December 31, 2022.
Impaired Loans

The following table includes the unpaid principal balances for impaired loans with the associated allowance amount, if
applicable, on the basis of impairment methodology as of December 31, 2022 (in thousands):

December 31, 2022

Unpaid Net
Principal Investment Valuation
Balance Balance Allowance
Impaired Loans with No Specific
Altewiaangal real estate $ 3551 $ 3544 $ -
Commercial real estate 393 393 =
3,944 3,937 -
Impaired Loans with Specific
Altewiannagal real estate 3,655 3,626 155
Commercial and industrial 82 82 41
Consumer and 196 196 98
other 3,933 3,004 294
Total $ 7877 $ 7,841 $ 294

Net investment balance is the unpaid principal balance of the loan adjusted for the remaining net deferred loan fees.

The following table presents the average recorded investment balance on impaired loans for the periods indicated (in
thousands):

Three Months Ended September 30, 2022 Nine Months Ended September 30, 2022

Residential real estate $ 7282 $ 7,732
Commercial real estate 590 619
Commercial and industrial 95 116
Consumer and 207 214
otigfal $ 8,174 $ 8,681

Interest income recognized on impaired loans for the three months ended September 30, 2022 was $ 90 thousand and
for the nine months ended September 30, 2022 was $ 271 thousand.

Loan Modifications to Borrowers Experiencing Financial Difficulties

The following table present newly restructured loans, by type of modification, which occurred during the nine
endedoBémember 30, 2023 (in thousands):

Recorded Investment Prior to Recorded Investment After

nuflification compination Total NurfRgificatiogompination Total

ofLoans Modifications Modifications _ofLoans Modifications Modifications
Residential real estate - % - % = - % - $ =
Commercial real estate - - - - -
Commercial and industrial 350 350 1 350 350
Consumer and - - - -
other $ 350 $ 350 13 350 $ 350
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The Company had no new modifications and one new modifications to borrowers experiencing financial difficulties for
the three and nine months ended September 30, 2023, respectively. There wereexisting loan modifications that
subsequently defaulted during the three and nine months ended September 30, 2023.

4. INCOME TAXES

The Company'’s provision for income taxes is presented in the following table for the dates indicated (in thousands):

Nine Months Ended September 30,
2023 2022

Current:

Federal $ - $ -

State - -
Total current - -
Deferred:

Federal 3,510 4,342

State 954 1,187
Total deferred 4,464 5,529

Total tax $ 4,464 $ 5,529

expense

The actual income tax expense for the nine months ended September 30, 2023 and 2022 differs from the statutory tax

expense for the period (computed by applying the U.S. federal corporate tax rate 2406 for 2023 and 2022 to income
before provision for income taxes) as follows (in thousands):

Nine Months Ended September 30,

2023 2022
Federal taxes at statutory rate $ 3,840 $ 4,460
State income taxes, net of federal tax benefit 795 923
Bank owned life (171) (202)
DasAnes - 348
Total tax $ 4,464 $ 5,529

expense
The Company'’s deferred tax assets and deferred tax liabilities as of the dates indicated were (in thousands):

September 30, 2023 _December 31, 2022

Deferred tax

assetsperating $ 17,588 $ 21,720
Isswance for credit 4,670 4,432
losses liability 3,084 3,648
Unrealized losses on available for sale 17,723 15,193
BRG}EERSDle property 192 158
Equity compensation 554 373
Accruals 411 723
CECL 336 -

D&RPRIPax assets: 44,558 46,247

Deferred tax

liahitdpred loan cost (418) (28)
Lease right of use (3,084) (3,648)
Befetred (189) (175)
RPN (332) -
(RHEE net (105) (36)

Deferred tax liability (4,128) (3,887)

Net deferred tax assets $ 40,430 $ 42,360
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The Company has approximately $5.5 million of federal and $8.2 million of state net operating loss carryforwards
expiring in various amounts between 2031 and 2036 and which are limited to offset, to the extent permitted, future taxable
earnings of the Company.

In assessing the realizability of deferred tax assets, management considers whether it is more likely than not that some
portion or all of the deferred tax assets will not be realized. The ultimate realization of deferred tax assets is
dppartergeneration of future taxable income during the periods in which those temporary differences become deductible.
Management considers the scheduled reversal of deferred tax liabilities, projected future taxable income, and tax planning
strategies in making this assessment.

The major tax jurisdictions where the Company files income tax returns are the U.S. federal jurisdiction and the State
of Florida. With few exceptions, the Company is no longer subject to U.S. federal and state income tax examinations by tax
authorities for years before 2019.

For the three and nine months ended September 30, 2023 and 2022, the Company did not have any unrecognized tax
benefits as a result of tax positions taken during a prior period or during the current period. Additiooalyerest or
penalties were recorded as a result of tax uncertainties.

5. OFF-BALANCE SHEET ARRANGEMENTS

The Company is a party to financial instruments with off-balance-sheet risk in the normal course of business in order to
meet the financial needs of its customers and to reduce its own exposure to fluctuations in interest rates. These financial
instruments include unfunded commitments under lines of credit, commitments to extend credit, standby and commercial
letters of credit. Those instruments involve, to varying degrees, elements of credit and interest rate risk in excess of
#mount recognized in the Company’s Consolidated Balance Sheets. The Company uses the same credit policies in making
commitments and conditional obligations as it does for on-balance sheet instruments.

The Company's exposure to credit loss in the event of nonperformance by the other party to the financial instruments
for unused lines of credit, and standby letters of credit is represented by the contractual amount of these commitments.

A summary of the amounts of the Company's financial instruments with off-balance sheet risk are shown
Septegither 80, 2023 and December 31, 2022 (in thousands):

September 30, 2023 December 31, 2022

Commitments to grant loans and unfunded lines of $ 100,661 $ 95,461
stediiby and commercial letters of 6,490 4,320
creghl $ 107,151 $ 99,781

Commitments to extend credit are agreements to lend toa customer as long as there is no violation of any
establisdétm the contract. Commitments generally have fixed expiration dates or other termination clauses.

Unfunded lines of credit and revolving credit lines are commitments for possible future extensions of credit to existing
customers. These lines of credit are uncollateralized and usually do not contain a specified maturity date and ultimately may
not be drawn upon to the total extent to which the Company committed.

Standby and commercial letters of credit are conditional commitments issued by the Company to
perfounsmaieef gheustomer to a third party. Those letters of credit are primarily issued to support public and private borrowing
arrangements. Essentially all letters of credit have fixed maturity dates and since many of them expire without being drawn
upon, they do not generally present a significant liquidity risk to the Company.

6. DERIVATIVES

The Company utilizes interest rate swap agreements as part of its asset-liability management strategy to help manage
its interest rate risk exposure. The notional amount of the interest rate swaps does not represent actual amounts exchanged
by the parties. The amounts exchanged are determined by reference to the notional amount and the other terms of
thdividual interest rate swap agreements.

Interest Rate Swaps Designated as a Cash Flow Hedge
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As of September 30, 2023, the Company had two interest rate swap agreements with a notional aggregate amount of
$50 million that were designated as cash flow hedges of certificates of deposit. The interest rate swap agreements have an
average maturity of2.63 years, the weighted average fixed rate paid 3i89%, with the weighted average 3-
compound SOFR being received. The Company had no cash flow hedges outstandingtbn December 31, 2022.

The changes in fair value on these interest rate swaps are recorded in other assets or other liabilities
corresyptndang recognition in other comprehensive income (loss) and subsequently reclassified to earnings when gains or
losses are realized.

Interest Rate Swaps Designated as Fair Value Hedge

As of September 30, 2023, the Company had four interest rate swap agreements with a notional aggregate amount of
$200 million that were designated as fair value hedges on loans. The interest rate swap agreements have an
matusetdgR48 years, the weighted average fixed rate paid is 4.74%, with the weighted average 3-month compound SOFR
being received.

Interest Rate Swaps

The Company enters into interest rate swaps with its loan customers. The Company had 20 and 15 interest rate swaps
with loan customers with an aggregate notional amount 46.Bmilion and $3.9 million at September 30, 2023
December 31, 2022, respectively. These interest rate swaps mature between 2025 and 2051. The Company entered
guoesponding and offsetting derivatives with third parties. The fair value of liability on these derivatives
Gomipesy tlreprovide the counterparty with funds to be held as collateral which the Company reports as other assets under
the Consolidated Balance Sheets. While these derivatives represent economic hedges, they do not qualify as hedges
farcounting purposes.

The following table reflects the Company’s interest rate swaps at the dates indicated (in thousands):

Fair Value
Notional Collateral
Amount Amount Balance Sheet Location Asset Liability

September 30, 2023:
Derivatives designated as hedging
ingitereentsite swaps $ 250,000 - Other assets $ 1450 $ 294

Derivatives not designated as hedging
ingitereentsite swaps related to customer $ 46,717 $ 1,297 Other assets/Other $ 5623 $ 5623
loans liabilities
December 31, 2022:
Derivatives not designated as hedging
ingiteraentsite swaps related to customer $ 33,893 $ 1,278 Other assets/Other $ 5011 $ 5011
loans liabilities
7. FAIR VALUE MEASUREMENTS

Determination of Fair Value

The Company uses fair value measurements to record fair-value adjustments to certain assets and liabilities and
detetmnine fair value disclosures. In accordance with the fair value measurements accounting guidance, the fair value of a
financial instrument is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants atthe measurement date. Fair value is best determined based upon quoted market
plivesver, in many instances, there are no quoted market prices for the Company's various financial instruments. In cases
where quoted market prices are not available, fair values are based on estimates using present value or other
w@thaitues. Those techniques are significantly affected by the assumptions used, including the discount rate and estimates
of future cash flows. Accordingly, the fair value estimates may not be realized in an immediate settlement of the instrument.

The fair value guidance provides a consistent definition of fair value, which focuses on exit price in an orderly transaction
(thatis, nota forced liquidation or distressed sale) between market participants atthe measurement date under
current

25 USCB Financial Holdings, Inc. Q3 2023 Form 10-Q



Table of Contents
USCB FINANCIAL HOLDINGS, INC.

Notes to the Consolidated Financial Statements - Unaudited

market conditions. If there has been asignificant decrease inthe volume and level of activity forthe asset or liability,
change in valuation technique or the use of multiple valuation techniques may be appropriate. In such instances, determining
the price at which willing market participants would transact at the measurement date under current market
depéitide®n the facts and circumstances and requires the use of significant judgment. The fair value is a reasonable point
within the range that is most representative of fair value under current market conditions.

Fair Value Hierarchy

In accordance with this guidance, the Company groups its financial assets and financial liabilities generally measured
at fair value in three levels, based onthe markets inwhich the assets and liabilities are traded, and the reliability of
#esumptions used to determine fair value.

Level 1 - Valuation is based on quoted prices in active markets for identical assets or liabilities that the

entity haepthréirability to access at the measurement date. Level 1 assets and liabilities generally include debt
andity securities that are traded in an active exchange market. Valuations are obtained from readily available pricing
sources for market transactions involving identical assets or liabilities.

Level 2 - Valuation is based on inputs other than quoted prices included within Level 1 that are observable for the
asset or liability, either directly or indirectly. The valuation may be based on quoted prices for similar
babgitiegrguoted prices in markets that are not active; or other inputs that are observable or can be
byrobiseratisle market data for substantially the full term of the asset or liability.

Level 3 - Valuation is based on unobservable inputs that are supported by little or no market activity and that are
significant to the fair value of the assets or liabilities. Level 3 assets and liabilities include financial
mbtseneaitse is determined using pricing models, discounted cash flow methodologies, or similar techniques,
ea&ll as instruments for which determination of fair value requires significant management judgment or estimation.

A financial instrument's categorization within the valuation hierarchy is based upon the lowest level of input
signiftbant i® the fair value measurement.

Items Measured at Fair Value on a Recurring Basis

AFS investment securities: When instruments are traded in secondary markets and quoted market prices do not exist
for such securities, management generally relies on prices obtained from independent vendors or third-party broker-dealers.
Management reviews pricing methodologies provided by the vendors and third-party broker-dealers in order to determine if
observable market information is being utilized. Securities measured with pricing provided by independent vendors or third-
party broker-dealers are classified within Level 2 of the hierarchy and often involve using quoted market prices for similar
securities, pricing models or discounted cash flow analyses utilizing inputs observable in the market where available.

Derivatives: The fair value of derivatives are measured with pricing provided by third-party participants
classified within Lawve| 2m@f the hierarchy.
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The following table represents the Company's assets and liabilities measured at fair value on a recurring
Septesizera0, 2023 and December 31, 2022 for each of the fair value hierarchy levels (in thousands):

September 30, 2023 December 31, 2022
Levell Level2 Level3 Total Levell Level2 Level3 Total

Investment securities available for
sales. Government Agency $ -$ 8,025 $ -$ 8,025 $ -$ 8,655 $ - $ 8,655

Collateralized mortgage - 78,571 - 78,571 - 95,541 a 95,541

nlliggiigesacked securities - residential - 51,157 - 51,157 - 60,879 - 60,879

Mortgage-backed securities - - 40,564 - 40,564 - 27,954 = 27,954

MUmPRIgidecurities - 18,116 - 18,116 - 18,483 - 18,483

Bank subordinated debt - 22,176 - 22,176 - 14,919 = 14,919

ErfpGie® bonds - - - - - 3,709 - 3,709
Total - 218,609 - 218,609 - 230,140 - 230,140
Derivative assets - 7,073 - 7,073 - 5,011 - 5,011
Total assets at fair $ -$ 225682 $ -$ 225682 % -$ 235151 % -$ 235151
b%'rli\?ative $ -$ 5917 $ -3 5917 $ -3$ 5011 $ -$ 5,011
frahditikabilities at fair $ -$ 5917 $ -$ 5917 $ -3 5011 $ -3 5,011

value

Items Measured at Fair Value on a Non-recurring Basis

Individually Evaluated Loans and Impaired Loans: ASC 326 eliminates the current accounting model for impaired
loans effective as of January 1, 2023. At December 31, 2022, in accordance with provisions of the loan
gojpEmoentindividual loans with a carrying amount of approximate8/9 $nillion were written down to their fair value
approximately $ 3.6 million, resulting in an impairment charge of $£94 thousénd, which was included in the allowance for
credit losses at December 31, 2022. Loans subject to write-downs, or impaired loans, are estimated using the present value
of expected cash flows or the appraised value of the underlying collateral discounted as necessary due to management's
estimates of changes in economic conditions and are considered a Level 3 valuation.

Other Real Estate: Other real estate owned is valued atthe lesser of the third-party appraisals less
estimate of the costs to sedinagementisying cost of the other real estate owned. Appraisals generally use the market approach
valuation technique and use market observable datato formulate an opinion of the fair value of the properties.
theveppaiser uses professional judgmentin determining the fair value of the property and the Company may also
ausiiue for changes in market conditions subsequent to the valuation date when current appraisals are not available. As
a consequence of the carrying cost or the third-party appraisal and adjustments therein, the fair values of the properties are
considered a Level 3 valuation.

The following table represents the Company’s assets measured at fair value on a non-recurring basis at September 30,
2023 and December 31, 2022 for each of the fair value hierarchy levels (in thousands):

Level 1 Level 2 Level 3 Total
September 30, 2023:
Individually evaluated loans $ - $ -3 - $ -
December 31, 2022:
Impaired loans $ - $ -$ 3639 $ 3,639

The following table presents quantified information about Level 3 fair value measurements for assets measured at fair
value on a non-recurring basis at December 31, 2022 (in thousands):

Fair Value Valuation Technique(s) Unobservable Input(s)
December 31, 2022:
Residential real estate $ 3,500 Sales comparison approach  Adij. for differences between comparable
Commercial and industrial 41 Discounted cash aalpsor differences in net operating income
Consumer and other 98 f@¥¢ounted cash pxpertiatiffsences in net operating income
l02Bgal impaired loans $ 3,639 flow expectations
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There were no financial liabilities measured at fair value on a non-recurring basis at September 30, 2023
December 31, 2022. and

Items Not Measured at Fair Value

The following table presents the carrying amounts and estimated fair values of financial instruments not carried at fair
value as of September 30, 2023 and December 31, 2022 (in thousands):

Fair Value
Carrying Hierarchy Fair Value
Amount Level 1 Level 2 Level 3 __ _Amount
September 30, 2023:
Financial
Ass@iR and due from banks $ 5074 $ 5074 $ -$ - $ 5,074
Interest-bearing deposits in $ 28,361 $ 28,361 $ - $ - $ 28,361
Raisiment securities held to maturity, net $ 197,311 $ - $ 171,294 $ - $ 171,294
Loans held for investment, $ 1,657,027 $ - $ - $ 1,606,440 $ 1,606,440
Aetrued interest $ 8,920 $ - $ 1,476 $ 7444 $ 8,920
Fifeaedialeabilities:
Demand deposits $ 573,546 $ 573,546 $ - $ - $ 573,546
Money market and savings accounts $ 1,016,564 $ 1,016,564 $ -3 - $ 1,016,564
Interest-bearing checking $ 46,537 $ 46,537 $ -$ -8 46,537
FRPRUAEP osits $ 284,275 $ -3 -3 282,062 $ 282,062
FHLB $ 102,000 $ - % 98,718 $ -8 98,718
AdeAnsE nterest $ 1,206 $ - $ 469 $ 737 $ 1,206
payable
December 31, 2022:
Financial
Ags@$h and due from banks $ 6,605 $ 6,605 $ - $ -3 6,605
Interest-bearing deposits in $ 47,563 $ 47,563 $ -3 - $ 47,563
sdeiment securities held to maturity $ 188,699 $ - $ 169,088 $ - $ 169,088
Loans held for investment, $ 1,489,851 $ - $ - $ 1,436,877 $ 1,436,877
Aetrued interest $ 7,546 $ -3 1,183 $ 6,363 $ 7,546
Fireaedi@hleabilities:
Demand deposits $ 629,776 $ 629,776 $ - $ - $ 629,776
Money market and savings accounts $ 915,853 $ 915,853 $ - $ - $ 915,853
Interest-bearing checking $ 66,675 $ 66,675 $ - $ - $ 66,675
FRBRUAEP osits $ 216,977 $ - 3% -3 211,406 $ 211,406
FHLB $ 46,000 $ -$ 44,547 $ - $ 44,547
Advansesnterest $ 229 $ - $ 92 $ 137 $ 229
payable

8. STOCKHOLDERS'’ EQUITY

Common Stock

InJuly 2021, the Bank completed the initial public offering of its Class A common stock, in which it issued and
4,60800D0 shares of Class A common stock at a price of $10.00 per share. The Bank received total net proceeds of $40.0
million after deducting underwriting discounts and expenses.

In December 2021, the Company acquired all the issued and outstanding shares of the Class A common stock of the
Bank, which at the time were the only issued and outstanding shares of the Bank’s capital stock, in a share exchange (the
“Reorganization”) effected under the Florida Business Corporation Act. Each outstanding share of the Bank’s
CGassoA stock, par value $.00 per share, formerly held by its Shareholders was converted into and exchanged fasne
newly issued share of the Company's Class A common stock, par valli@0%er share, and the Bank became
Company'’s wholly owned subsidiary. the
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In the Reorganization, each shareholder of the Bank received securities of the same class, having substantially
samthdesignations, rights, powers, preferences, qualifications, limitations and restrictions, as those that the
hbitéhaldeBank, and the Company’s then current shareholders owned the same percentages of the Company’s common
stock as they previously owned of the Bank’s common stock.

In March 2023, the Company issued 121,627 shares of Class A common stock to employees and directors as restricted
stock awards pursuant to the Company’s 2015 equity incentive plan. There were no stock awards issued during the quarter
ended September 30, 2023 nor during the three and nine months ended September 30, 2022.

During the nine months ended September 30, 2023 the Company repurchased577,603 shares of Class A common
stock at a weighted average price per share 8f7% The aggregate purchase price for these transactions
approximately $6.6 million, including transaction costs. Wasse repurchases were made through open market
pursuant to the Companfasgsblicly announced repurchase program. No shares were repurchased during the three months
ended September 30, 2023. As of September 30, 202B72,397 shares remained authorized for repurchase under
program. this

Shares of the Company’s Class A common stock issued and outstanding as of September 30, 2023 and December 31,
2022 were 19,542,290 and 20,000,753, respectively.

Dividends

Declaration of dividends by the Board is required before dividend payments are made. No dividends were approved by
the Board for the common stock classes for the three months ended September 30, 2023 and 2022. Additionally, there were
no dividends declared and unpaid as of September 30, 2023 and 2022.

The Company and the Bank exceeded all regulatory capital requirements and remained above “well-
guidetipgslaedt September 30, 2023 and December 31, 2022. At September 30, 2023, the total risk-based capital ratios for
the Company and the Bank were 13.10% and 13.06%, respectively.

9. EARNINGS PER SHARE

Earnings per share (“EPS") for common stock is calculated using the two-class method required for
secpéitisifaisig EPS is calculated by dividing net income (loss) available to common shareholders by the weighted-average
number of common shares outstanding for the period, without consideration for common stock equivalents. Diluted EPS is
computed by dividing net income (loss) available to common share holders by the weighted -average number of
sbare®outstanding for the period and the weighted-average number of dilutive common stock equivalents outstanding for
the period determined using the treasury-stock method. For purposes of this calculation, common stock equivalents include
common stock options and are only included in the calculation of diluted EPS when their effect is dilutive.

The following table reflects the calculation of net income available to common shareholders for the three
monémslenderl September 30, 2023 and 2022 (in thousands):

Three Months Ended Nine Months Ended
September 30, September 30,
2023 2022 2023 2022
Net $ 3819 $ 5558 $ 13,824 $ 15,707
IngeMBcome available to common $ 3,819 $ 5558 $ 13,824 $ 15,707

shareholders
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The following table reflects the calculation of basic and diluted earnings per common share class for the three and nine
months ended September 30, 2023 and 2022 (in thousands, except per share amounts):

Three Months Ended September 30

2023 2022
Class A Class A
Basic EPS
Numerator:

Net income available to common shares $ 3,819 $ 5,558
Denominator:

Weighted average shares 19,542,723 20,000,753
ERHINRYIRS share, $ 0.20 $ 0.28
basic
Diluted EPS
Numerator:

Net income available to common $ 3,819 $ 5,558
Deharamator:

Weighted average shares outstanding for basic 19,542,723 20,000,753

BB& Dilutive effects of assumed exercises of stock 69,174 147,455

W\Q@med avg. shares including dilutive potential common 19,611,897 20,148,208
E&h#ig§s per share, $ 019 $ 0.28
diluted
Anti-dilutive stock options excluded from diluted 720,500 15,000
EPS

Net income has not been allocated to unvested restricted stock awards that are participating securities because the amounts that would be allocated
are not material to net income per share of common stock. Unvested restricted stock awards that are participating securities represent less than
paecent of all of the outstanding shares of common stock for each of the periods presented.

Nine Months Ended September 30,

2023 2022
Class A Class A
Basic EPS
Numerator:

Net income available to common $ 13,824 $ 15,707
Deharamator:

Weighted average shares 19,661,685 19,998,841
EaHisg¥er share, $ 070 $ 0.79
basic
Diluted EPS
Numerator:

Net income available to common $ 13,824 $ 15,707
Deharfmator:

Weighted average shares outstanding for basic 19,661,685 19,998,841

BB& Dilutive effects of assumed exercises of stock 67,496 179,248

meed avg. shares including dilutive potential common 19,729,181 20,178,089
E&h¥S§s per share, $ 0.70 $ 0.78
diluted
Anti-dilutive stock options excluded from diluted 720,500 15,000
EPS

Net income has not been allocated to unvested restricted stock awards that are participating securities because the amounts that would be allocated
amg material to net income per share of common stock. Unvested restricted stock awards that are participating securities represent less than one
peedeot the outstanding shares of common stock for each of the periods presented.
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10. LOSS CONTINGENCIES

Loss contingencies, including claims and legal actions may arise in the ordinary course of business. In the opinion
manafement, none of these actions, either individually or in the aggregate, is expected to have a material adverse effect
on the Company’s Consolidated Financial Statements.

As previously disclosed, on July 13, 2023, three individual shareholders (“The Plaintiffs”) filed a complaint against six
board members serving in July 2021, without naming the Bank asa party, allegingthe named directors did not have
thehority to approve the exchange of preferred stock in July 2021 as part of the Bank’s initial public offering and that further,
such action breached their fiduciary duties. The Plaintiffs claim this exchange was not permitted by the Bank’s Atrticles of
Incorporation. The Company believes that the allegations in the lawsuit are legally and factually without merit,
@uwinphay intends to vigorously defend against the allegations in the lawsuit. Despite the Company’s belief the lawsuit lacks
merit, if the plaintiffs were successful, the Court could award substantial compensatory damages.
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations

The following discussion and analysis is designed to provide a better understanding of the consolidated financial
condition and results of operations of the Company and the Bank, its wholly owned subsidiary, for the quarter and nine
months ended September 30, 2023. This discussion and analysis is best read in conjunction with the unaudited consolidated
financial statements and related footnotes included in this Quarterly Reporton Form 10-Q (“Form 10-Q”) and the audited
consolidated financial statements and related footnotes included in the Annual Report on Form 10-K/A (2022 Form 10-
K/A”) filed with the Securities and Exchange Commission (“SEC”) for the year ended December 31, 2022.

This discussion contains forward-looking statements that involve risks, uncertainties and assumptions that could cause
actual results to differ materially from management's expectations. Factors that could cause such differences are discussed
in the sections entitled "Forward-Looking Statements” and Item 1A “Risk Factors" below and in the 2022 Form 10-K/A filed
with the SEC which is available at the SEC’s website www.sec.gov.

Throughout this document, references to ‘we,” “us,” “our,” and ‘“the Company” generally refer to USCB Financial
Holdings, Inc.

Forward-Looking Statements

This Form 10-Q contains statements that are not historical in nature and are intended to be, and are hereby identified
as, forward-looking statements for purposes of the safe harbor provided by Section 21E of the Securities Exchange Act of
1934, as amended (Exchange Act”). The words “may,” “will,” “anticipate,” “should,” “would,” “believe,” “contemplate,”
“expect,” “aim,” “plan,” “estimate,” “continue,” and “intend,” as well as other similar words and expressions of the future, are
intended to identify forward-looking statements. These forward-looking statements include, but are not limited to,
statements related to our projected growth, anticipated future financial performance, and management’'s long-term
performance goals, as well as statements relating to the anticipated effects on results of operations and financial condition
from expected developments or events, or business and growth strategies, including anticipated internal growth and balance
sheet restructuring.

These forward-looking statements involve significant risks and uncertainties that could cause our actual results to differ
materially from those anticipated in such statements. Potential risks and uncertainties include, but are not limited to:

« the strength of the United States economy in general and the strength of the local economies in which we conduct

~opemficatsjity to successfully manage interest rate risk, credit risk, liquidity risk, and other risks inherent to our

sinduseyaccuracy of our financial statement estimates and assumptions, including the estimates used for our credit loss reserve
anddeferred tax asset valuation allowance;

« the efficiency and effectiveness of our internal control procedures and

*procegsakility to comply with the extensive laws and regulations to which we are subject, including the laws for each

jurisdiutienwe

« apeease changes or conditions in capital and financial markets, including actual or potential stresses in the banking

«indudposit attrition and the level of our uninsured

«deplegjisiative or regulatory changes and changes in accounting principles, policies, practices or guidelines, including the on-
goirgffects of the implementation of the Current Expected Credit Losses (‘“CECL")

« dhendack; of a significantly diversified loan portfolio and the concentration in the South Florida market, including the risks
of geographic, depositor, and industry concentrations, including our concentration inloans secured by real estate, in

pantimézcial real estate;

« the effects of climate

~chatlgeroncentration of ownership of our common

stodkjctuations in the price of our common

sstoabyr ability to fund or access the capital markets at attractive rates and terms and manage our growth, both organic growth
as well as growth through other means, such as future

«  adtpdisitidngerest rate, unemployment rate, market and monetary

fluciugtimets; of international hostilities and geopolitical

~eveittsreased competition and its effect on the pricing of our products and services as well as our interest rate spread and
net interest margin;

« the loss of key

~emplwyedectiveness of our risk management strategies, including operational risks, including, but not limited to, client,
employkied-party fraud and security breaches;

« atherrisks described in this Form 10-Q, the 2022 Form 10-K/A and other filings we make with the Securities and
Excamgeission (“SEC”).

All forward-looking statements are necessarily only estimates of future results, and there can be no assurance
actutilaesults will not differ materially from expectations. Therefore, you are cautioned not to place undue reliance on any
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forward-looking statements. Further, forward-looking statements included in this Form 10-Q are made only as of the date
hereof, and we undertake no obligation to update or revise any forward-looking statement to reflect events or circumstances
after the date on which the statements are made or to reflect the occurrence of unanticipated events, unless required to do

so under the federal securities laws. You should also review the risk factors described in the reports the Company has filed

or will file with the SEC.

Overview

The Company reported net income of $3.8 million or $0.19 per diluted share of common stock for the three months
ended September 30, 2023 compared to $5.6 million or $0.28 per diluted share of common stock for the three
ematetisSeptember 30, 2022. Netincome for the nine months ended September 30, 2023 was $13.8 million or $0.70 per
diluted share of common stock compared to $15.7 million or $0.78 per diluted share of common stock for the same period
in 2022.

No shares were repurchased during the third quarter 2023. Year-to-date, the Company has repurchased 577,603 of
Class A common stock shares at a weighted average price per share of $9.77. These repurchases were made through open
market purchases pursuant to the Company’s publicly announced repurchase program. As of September 30, 2023, 172,397
shares remained authorized for repurchase under this program.

In evaluating our financial performance, the Company considers the level of and trends in net interest income, the net
interest margin, the cost of deposits, levels and composition of non-interest income and non-interest expense, performance
ratios, asset quality ratios, regulatory capital ratios, and any significant event or transaction.

Unless otherwise stated, all period comparisons in the bullet points below are calculated for the quarter
Sepwmbdr 30, 2023 compared to the quarter ended September 30, 2022 and to December 31, 2022, and annualized where
appropriate:

« Netinterestincome for the three months ended September 30, 2023 decreased $2.8 million or 16.4% to $14.0 million from
$16rillion for the quarter ended September 30, 2022. Net interest income for the nine months ended in September 30,
deemased $2.6 million or 5.6% to $44.2 million compared to the same period ended September 30,
2022.
« Netinterest margin (“NIM”) was 2.60% for the three months ended September 30, 2023 compared to 3.47% for the three
morehded September 30, 2022. NIM was 2.84% for the nine months ended in September 30, 2023 compared to 3.36% for the
pantd in 2022.

*  Total assets were $2.2 billion at September 30, 2023, representing an increase of $207.1 million or 10.2% from September
30, 2022 and an increase of $158.8 million or 10.2% annualized from December 31,

2022.
«  Total loans were $1.7 billion at September 30, 2023, representing an increase of $245.0 million or 17.1% from September
30, 2022 and an increase of $169.2 million or 15.0% annualized from December 31,

2022.
«  Total deposits were $1.9 billion at September 30, 2023, representing an increase of $124.3 million or 6.9% from September
30, 2022 and an increase of $91.6 million or 6.7% annualized from December 31, 2022.

* Annualized return on average assets for the quarter ended September 30, 2023 was 0.67% compared to 1.09% for the
quadrded September 30, 2022.

* Annualized return on average stockholders’ equity for the quarter ended September 30, 2023 was 8.19% compared to
11.96¢@uarter ended September 30, 2022.

*« The ACL to total loans was 1.16% at both September 30, 2023 and December 31, 2022. ACL was calculated under the

CE®tethodology for three and nine months ended September 30, 2023 and the incurred loss methodology for all periods in
2022.

*  Non-performing loans to total loans was 0.03% at September 30, 2023 compared to 0.00% at December 31, 2022.

« At September 30, 2023, the total risk-based capital ratios for the Company and the Bank were 13.10% and 13.06%,
respectively.
«  Tangible book value per common share (a non-GAAP financial measurement) of $9.36 as of September 30, 2023 was
negaffeeled by $2.62 due to accumulated comprehensive loss of $51.2 million at September 30, 2023. At September 30,
202fble book value of $8.87 per common share was negatively affected by $2.26 due to $45.2 million accumulated
otmeprehensive loss. See “Reconciliation and Management Explanation for Non-GAAP Financial Measures” for a reconciliation
of this non-GAAP financial measure.
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Critical Accounting Policies and Estimates

The consolidated financial statements are prepared based on the application of U.S. GAAP, the most significant
whiobf are described in Note 1 “Summary of Significant Accounting Policies” in the Company’s 2022 Form 10-K/A. To prepare
financial statements in conformity with US GAAP, management makes estimates, assumptions, and judgments based on
available information. These estimates, assumptions, and judgments affect the amounts reported in the financial statements
and accompanying notes. These estimates, assumptions, and judgments are based on information available as of the date
of the financial statements and, as this information changes, actual results could differ from the estimates, assumptions and
judgments reflected in the financial statements. In particular, management has identified accounting policies that, due to
the estimates, assumptions and judgments inherent in those policies, are critical in understanding our financial statements.
Management has presented the application of these policies to the Audit and Risk Committee of our Board of Directors.

Allowance for Credit Losses

On January 1, 2023, the Company adopted ASU 2016-13 Financial Instruments - Credit Losses (Topic
Mea3R6ment of Credit Losses on Financial Instruments, as amended, which replaces the incurred loss methodology with
an expected loss methodology that is referred to as the current expected credit loss (CECL) methodology. See Note
1Summary of Significant Accounting Policies” in Item 1 of Part | of this Form 10-Q for more information on the adoption ASC
326 and the allowance for credit losses.

Our ACL included residential loans. To assess the potential impact of changes in qualitative factors related to these
loans, management performed a sensitivity analysis. The Company evaluated the impact of the HPI used in calculating
expected losses on the residential loan segment. As of September 30, 2023, for every 100 basis points increase in the HPI
index, the forecast reduces reserves by approximately $217 thousand and about 1 basis point to the reserve coverage ratio,
everything else being constant. This sensitivity analysis provides a hypothetical result to assess the sensitivity of the ACL
and does not represent a change in management's judgement.

Income Taxes

Deferred tax assets and liabilities are recognized for the future tax consequences attributable to differences between
the financial statement carrying amounts of existing assets and liabilities and their respective tax bases and operating loss
and tax credit carryforwards. Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to
taxable income inthe yearsin which those temporary differences are expected to be recovered or settled. The effect on
deferred tax assets and liabilities of a change in tax rates is recognized in income in the period that includes the enactment
date.

Management is required to assess whether a valuation allowance should be established on the net deferred tax assets
based on the consideration of all available evidence using a more likely than not standard. In its evaluation, management
considers taxable loss carry-back availability, expectation of sufficient taxable income, trends in earnings, the future reversal
of temporary differences, and available tax planning strategies.

The Company recognizes positions taken or expected to be taken in a tax return in accordance with existing accounting
guidance on income taxes which prescribes a recognition threshold and measurement process. Interest and penalties on
tax liabilities, if any, would be recorded in interest expense and other operating non-interest expense, respectively.

Non-GAAP Financial Measures

This Form 10-Q includes financial information determined by methods other than in accordance with generally accepted
accounting principles (“GAAP”). This financial information includes certain operating performance measures. Management
has included these non-GAAP measures because it believes these measures may provide useful supplemental information
for evaluating the Company’s underlying performance trends. Further, management uses these measures in managing and
evaluating the Company’s business and intends to refer to them in discussions about our operations and
Pgrévatiageerformance measures should be viewed in addition to, and not as an alternative to or substitute for, measures
determined in accordance with GAAP, and are not necessarily comparable to non-GAAP measures that may be presented
by other companies. To the extent applicable, reconciliations of these non-GAAP measures to the most directly comparable
GAAP measures can be found in the section “Reconciliation and Management Explanation of Non-GAAP Financial
Measures” included in this Form 10-Q.
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Segment Reporting

Management monitors the revenue streams for all its various products and services. The identifiable segments are not
material and operations are managed and financial performance is evaluated on an overall Company-wide basis.
Accordingly, all the financial service operations are considered by management to be aggregated in one reportable operating
segment.
Results of Operations

General

The following tables present selected balance sheet, income statement, and profitability ratios for the dates indicated
(in thousands, except ratios):

September 30, 2023 December 31, 2022
Consolidated Balance

Sheeds: assets $ 2,244,602 $ 2,085,834
Total loans) $ 1,676,520 $ 1,507,338
Total deposits $ 1,920,922 $ 1,829,281
Total stockholders' equity $ 182,884 $ 182,428

(1) Loan amounts include deferred fees/costs.

Three Months Ended September 30, _Nine Months Ended September 30,

2023 2022 2023 2022

Consolidated Statements of
Opetatiensst income before provision for credit $ 14,022 $ 16,774 $ 44,192 $ 46,795
Isges non-interest income $ 2,161 $ 1,789 $ 6,077 $ 5,351
Total non-interest $ 10,461 $ 10,132 $ 31,089 $ 29,295
Bipenseme $ 3,819 $ 5558 $ 13,824 $ 15,707
Profitability:

Efficiency 64.64% 54.58% 61.85% 56.18%
Nagiointerest 2.60% 3.47% 2.84% 3.36%
margin

The Company'’s results of operations depend substantially on net interest income and non-interest income. Other factors
contributing to the results of operations include our provision for credit losses, the level of non-interest expense, and the
provision for income taxes.

Three months ended September 30, 2023 compared to the three months ended September 30, 2022

Net income decreased to $3.8 million for the three months ended September 30, 2023 from $5.6 million for the same
period in 2022 mainly due to higher weighted average deposit costs.

Nine months ended September 30, 2023 compared to nine months ended September 30, 2022

Net income decreased to $13.8 million for the nine months ended September 30, 2023 from $15.7 million for the same
period in 2022. The main drivers of the variance of net income was a $25.1 million increase in interest expense mainly due
to increases in the cost of deposits partially offset by a $22.5 million increase in interest income generated from higher loan
yields and a larger loan portfolio.

Net Interest Income

Net interest income is the difference between interest earned on interest-earning assets and interest paid on interest-
bearing liabilities and is the primary driver of core earnings. Interestincome is generated from interest and dividends on
interest-earning assets, including loans, investment securities and other short-term investments. Interest expense is
incurred from interest paid on interest-bearing liabilities, including interest-bearing deposits, FHLB advances and other
borrowings.

To evaluate net interest income, we measure and monitor (i) yields on loans and other interest-earning assets, (ii) the

costs of deposits and other funding sources, (iii) net interest spread, and (iv) net interest margin. Net interest spread is equal
to the difference between yields earned on interest-earning assets and rates paid on interest-bearing liabilities. Net interest
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margin is equal to the annualized netinterest income divided by average interest -earning assets. Because non-interest-
bearing sources of funds, such as non-interest-bearing deposits and stockholders’ equity, also fund interest-earning assets,
net interest margin includes the indirect benefit of these non-interest-bearing funding sources.

Changes in market interest rates and interest rates we earn on interest-earning assets or pay on interest-
liabilitezsjras well as the volume and types of interest-earning assets and interest-bearing and non-interest-bearing liabilities,
are usually the largest drivers of periodic changes in net interest spread, net interest margin and net interest income. Our
asset liability committee (ALCO) has in place asset-liability management techniques to manage major factors that affect net
interest income and net interest margin.
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The following table contains information related to average balances, average vyields earned on assets, and average
costs of liabilities for the periods indicated (dollars in thousands):

Three Months Ended September 30,

2023 2022
Average ® Average ®
Balance Interest Yield/Rate @ Balance Interest Yield/Rate @
Assets
Interest-earning assets:
Loans @ $ 1,610,864 $ 22,523 555% $ 1,398,761 $ 15,954 4.53%
Investment securities® 445,828 2,833 2.52% 450,514 2,201 1.94%
Other interest-earnings assets 83,479 1,026 4.88% 70,540 322 1.81%
Total interest-earning assets 2,140,171 26,382 4.89% 1,919,815 18,477 3.82%
Non-interest-earning assets 110,087 106,976
Total assets $ 2,250,258 $ 2,026,791
Liabilities and stockholders' equity i i
Interest-bearing liabilities:
Interest-bearing checking $ 52,080 331 2.52% $ 66,585 19 0.11%
Saving and money market deposits 1,011,164 8,779 3.44% 823,521 1,141 0.55%
Time deposits 290,272 2,565 3.51% 217,023 363 0.66%
Total interest-bearing deposits 1,353,516 11,675 3.42% 1,107,129 1,523 0.55%
FHLB advances and other borrowings 85,326 685 3.19% 43,935 180 1.63%
Total interest-bearing liabilities 1,438,842 12,360 3.41% 1,151,064 1,703 0.59%
Non-interest-bearing demand deposits 587,917 655,853
Other non-interest-bearing liabilities 38,598 34,586
Total liabilities 2,065,357 1,841,503
Stockholders' equity 184,901 185,288
Total liabilities and stockholders' equity $ 2,250,258 $ 2,026,791
Net interest income $ 14,022 $ 16,774
Net interest spread® 1.48% 3.23%
Net interest margin® 2.60% 3.47%
(1) Average balances - Daily average balances are used to calculate yields/rates.
(2) Annualized.
(3) Average loan balances include non-accrual loans. Interest income on loans includes accretion of deferred loan fees, net of deferred loan costs.
(4) At fair value except for securities held to maturity. This amount includes FHLB stock.
(5) Netinterest spread is the weighted average yield on total interest-earning assets minus the weighted average rate on total interest-bearing liabilities.
(6) Net interest margin is the ratio of net interest income to average total interest-earning assets.
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Nine Months Ended September 30,

2023 2022
Average Average
__Balance® _ Interest _Yield/Rate® _ Balance® _ Interest _ Yield/Rate®
Assets
Interest-earning assets:
Loans ® $ 1,576,074 $ 63,081 535 % $ 1,302,909 $ 42,989 441 %
Investment securities® 430,118 7,501 233 % 484,489 7,040 194 %
Other interest-earnings assets 71,514 2,459 460 % 76,655 474 0.83 %
Total interest-earning assets 2,077,706 73,041 470 % 1,864,053 50,503 3.62 %
Non-interest earning assets 107,443 105,914
Total assets $ 2185149 $ 1,969,967
Liabilities and stockholders' equity ) )
Interest-bearing liabilities:
Interest-bearing checking $ 54,554 574 141 % $ 65,798 52 011 %
Money market and savings accounts 949,858 20,532 2.89 % 780,564 2,307 040 %
Time deposits 264,241 5,767 292 % 221,504 893 0.54 %
Total interest-bearing deposits 1,268,653 26,873 2.83 % 1,067,866 3,252 0.30 %
Borrowings and repurchase agreements 80,087 1976 3.30 % 38,788 456 157 %
Total interest-bearing liabilities 1,348,740 28,849 287 % 1,106,654 3,708 045 %
Non-interest bearing demand deposits 617,741 642,396
Other non-interest-bearing liabilities 34.492 29.608
Total liabilities 2,000,973 1,778,658
Stockholders' equity 184,176 191,309
Total liabilities and stockholders' equity $ 2.185.149 $ 1,969,967
Net interest income $ 44,192 $ 46,795
Net interest spread® 1.83 % 317 %
Net interest margin® 2.84 % 336 %

(1) Average balances - Daily average balances are used to calculate yields/rates.

(2) Annualized.

(3) Average loan balances include non-accrual loans. Interest income on loans includes accretion of deferred loan fees, net of deferred loan costs.
(4) At fair value except for securities held to maturity. Includes FHLB stock.

I(_ b_l_N_et interest spread is the weighted average yield on total interest-earning assets minus the weighted average rate on total interest-bearing
iabilities.

(6) Net interest margin is the ratio of net interest income to average total interest-earning assets.

(G

Three months ended September 30, 2023 compared to the three months ended September 30, 2022

Net interest income before the provision for credit losses was $14.0 million for the three months ended September 30,
2023, a decrease of $2.8 million or 16.4%, from $16.8 million forthe same periodin 2022. The decrease was primarily
attributable to the $10.7 million increase in interest expense, which was a result to the prevailing market interest
cateditions which offset the increase in interest income.

Net interest margin was 2.60% for the quarter ended September 30, 2023 and 3.47% for the same period in 2022. The
increase in loan yields as well as yields on other interest -earning assets was offset by higher deposit and borrowing costs.

Nine months ended September 30, 2023 compared to nine months ended September 30, 2022

Net interest income before the provision for credit losses was $44.2 million for the nine months ended September 30,
2023, a decrease of $2.6 million or 5.6%, from $46.8 million for the same period in 2022. The decrease was
ptiritartble to the $25.1 million increase in interest expense, which was a result to the prevailing market interest
cateditions which partially offset by the increase in interest income.

Net interest margin decreased to 2.84% for the nine months ended September 30, 2023 from 3.36% for the same period
in 2022. Overall interest-bearing asset yields grew but were outpaced by the increase in the cost of funds.

Provision for Credit Losses

The provision for credit losses represents a charge to earnings necessary to maintain an allowance for credit losses
that, in management's evaluation, is adequate to provide coverage for all expected creditlosses. The provision for credit
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losses is impacted by variations in the size and composition of our loan and debt securities portfolio, recent historical and
projected future economic conditions, our internal assessment of the credit quality of the loan and debt securities portfolios
and net charge-offs.

Three months ended September 30, 2023 compared to the three months ended September 30, 2022

The provision for credit loss was $653 thousand for the three months ended September 30, 2023 compared to $910
thousand for the same period in 2022. Growth in the loan portfolio was the primary driver of the provision expense during
the three months ended September 30, 2023 period. The decrease in provision for credit losses in the 2023 period compared
to the September 30, 2022 quarter was due to greater loan growth in third quarter 2022.

Nine months ended September 30, 2023 compared to nine months ended September 30, 2022

The provision for credit loss was $892 thousand for the nine months ended September 30, 2023 compared to $1.6
million for the same period in 2022. Decrease of $723 thousand due to higher loan growth in the nine months
Segéeimber 30, 2022. The ACL as a percentage of total loans was 1.16% at September 30,2023 and at September 30,
2022.

ACL for the three and nine months ended September 30, 2023, was estimated under the CECL methodology, and for
all periods in 2022, itwas estimated under the incurred loss model . See “Allowance for Credit Losses” below for further
discussion on how the ACL is calculated.

Non-Interest Income
Our services and products generate service charges and fees, mainly from our depository accounts. We also generate
income from gain on sale of loans though our swap and SBA programs. In addition, we own and are beneficiaries of the life

insurance policies on some of our employees and generate income from the increase in the cash surrender value of these
policies.

The following table presents the components of non-interest income for the dates indicated (in thousands):

Three Months Ended September 30, _Nine Months Ended September 30,

2023 2022 2023 2022
Service fees $ 1329 $ 934 $ 3,707 $ 2,917
Gain (loss) on sale of securities available for sale, (955) (558) (976) (540)
@&tin on sale of loans held for sale, 255 330 696 686
betin - - - 161
erilgmentinterest income 1,532 1,083 2,650 2,127
Total non-interest income $ 2,161 $ 1,789 $ 6,077 $ 5,351

Three months ended September 30, 2023 compared to the three months ended September 30, 2022

Non-interest income for the three months ended September 30, 2023 increased $372 thousand or 20.8%, compared to
the same period in 2022. This increase was primarily driven by growth in service fees from a larger deposit portfolio and an
increase in wire and treasury management fees. A strategic restructuring of bank owned life insurance increased other
income by $982 thousand. However, there was a $955 thousand securities loss experienced during the period.
Toenpany sold $7.7 million in lower-yielding securities to reinvest the funds in higher-return investments.

Nine months ended September 30, 2023 compared to the nine months ended September 30, 2022

Non-interest income for the nine months ended September 30, 2023 increased $726 thousand or 13.6%, compared to
the same period in 2022. This increase was primarily driven by an increase in service fees from alarger deposit portfolio
and an increase in wire and treasury management fees. A strategic restructuring of bank owned life insurance increased
other income by $982 thousand experienced during the period. However, there was a $976 thousand securities loss. The
Company sold $16.4 million in lower-yielding securities to reinvest the funds in higher-return investments. For the period
ended September 30, 2022, the Company recognized $161 thousand interest recovery from a prior lending customer of the
Bank. This payment reflected the final payment and settlement of lien judgements against the customer.
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Non-Interest Expense
The following table presents the components of non-interest expense for the dates indicated (in thousands):

Three Months Ended September 30, Nine Months Ended September 30,

2023 2022 2023 2022

Salaries and employee benefits $ 6,066 $ 6,075 $ 18,325 $ 17,863
Occupancy 1,350 1,281 3,968 3,802
Regulatory assessment and fees 365 269 1,041 708
Consulting and legal 513 604 1,257 1,519
feesvork and information technology 481 488 1,464 1,323
srhdeeperating 1,686 1.415 5,034 4,080

Total non-interest $ 10,461 $ 10,132 $ 31,089 $ 29,295

expense
Three months ended September 30, 2023 compared to the three months ended September 30, 2022

Non-interest expense for the three months ended September 30, 2023 increased $329 thousand or 3.2%, compared to
the same period in 2022. The increase was primarily driven by an increase inthe audit and tax services, legal expenses,
FDIC deposit insurance assessment, and was partially offset by a decrease in the professional fees.

Nine months ended September 30, 2023 compared to the nine months ended September 30, 2022

Non-interest expense for the nine months ended September 30, 2023 increased $1.8 million or 6.1%, compared to the
same period in 2022. The increase was primarily driven by higher salaries and employee benefits expense due to new hires,
increased salary compensation and seasonal payroll taxes as well as increases in the FDIC deposit insurance assessment
rate, and audit and tax services expense.

Provision for Income Tax

Fluctuations in the effective tax rate reflect the effect of the differences in the inclusion or deductibility of certain income
and expenses for income tax purposes. Therefore, future decisions on the investments we choose will affect our effective
tax rate. The cash surrender value of bank-owned life insurance policies covering key employees, purchasing municipal
bonds, and overall levels of taxable income will be important elements in determining our effective tax rate.

Three months ended September 30, 2023 compared to the three months ended September 30, 2022

Income tax expense for the quarter ended September 30, 2023 was $1.3 million as compared to $2.0 million for the
same period in 2022. The effective tax rate for the three months ended September 30, 2023 was 24.7% compared to 26.1%
for the same period in 2022.
Nine months ended September 30, 2023 compared to the nine months ended September 30, 2022

Income tax expense for the nine months ended September 30, 2023 decreased to $4.5 million from $5.5 million for the
same period in 2022. The Company’s effective tax rate was 24.4% for the 2023 period compared to 26.0% for the same

period in 2022.

For a further discussion of income taxes, see Note 4 “Income Taxes” to the unaudited Consolidated
Stat&imentsah Item 1 of Part | of this Form 10-Q.

Analysis of Financial Condition

Total assets at September 30, 2023 were $2.2 billion, an increase of $158.8 million, or 10.2% annualized, over total
assets of $2.1 billion at December 31,2022. Total loans, netof unearned fees/cost, increased $169.2 million, or 15.0%
annualized, to $1.7 billion at September 30, 2023 compared to $1.5 billion at December 31, 2022. Total deposits increased
by $91.6 million, or 6.7% annualized, to $1.9 billion at September 30, 2023 compared to December 31, 2022.
Investment Securities

The investment portfolio is used and managed to provide liquidity through cash flows, marketability and, if necessary,

collateral for borrowings. The investment portfolio is also used as atool to manage interestrate risk and the Company’'s
capital market risk exposure. The philosophy of the portfolio is to maximize the Company’s profitability taking into
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consideration the Company’s risk appetite and tolerance, manage the asset composition and diversification, and maintain
adequate risk-based capital ratios.

The investment portfolio is managed in accordance with the Board approved Asset and Liability Management (“ALM")
policy, which includes investment guidelines. Such policy is reviewed at least annually or more frequently if deemed
necessary, depending on market conditions and/or unexpected events. The investment portfolio composition is subject to
change depending on the funding and liquidity needs of the Company, and the interest risk management objective directed
by the Asset-Liability Comittee (“ALCO”). The portfolio of investments also can be used to modify the duration of the balance
sheet. The allocation of cash into securities takes into consideration anticipated future cash flows (uses and sources) and
all available sources of credit.

Our investment portfolio consists primarily of securities issued by U.S. government-sponsored agencies, U.S. agency
mortgage-backed securities, collateralized mortgage obligation securities, municipal securities, and other debt securities,
all with varying contractual maturities and coupons. Due to the optionality embedded in these securities, the final maturities
do not necessarily represent the expected life of the portfolio. Some of these securities will be called or paid down prior to
maturity depending on capital market conditions and expectations. The investment portfolio is regularly reviewed by the
Chief Financial Officer, Treasurer, andthe ALCO of the Company to ensure an appropriate risk and return profile as well
as for adherence to the investment policy.

ASC Topic 326 amended the existing other-than-temporary-impairment guidance for AFS securities, requiring credit
losses to be recorded as an allowance rather than through a permanent write-down. When evaluating AFS debt securities
under ASC Topic 326, the Company has evaluated whether the decline in fair value is attributable to credit losses or other
factors like interest rate risk, using both quantitative and qualitative analyses, including company performance analysis,
review of credit ratings, remaining payment terms, prepayment speeds and analysis of macro-economic conditions. Each
investment is expected to recover its price depreciations over its holding period as it moves to maturity and the Company
has the intent and ability to hold these securities to maturity if necessary. As a result of this evaluation, the
Camopaiwd that no allowance was required on AFS securities.

AFS and HTM investment securities de creased $2.9 million, or 0.9% annualized, to $415.9 million at September 30,
2023 from $418.8 million at December 31, 2022. Investment securities increased due to reinvestment of payments received
and investment of excess in cash balances into high credit quality investments to increase the Company’s profitability and
modify the Company’s balance sheet duration according to the ALM policy. As of September 30, 2023, investment securities
with a market value of $107.7 million were pledged to secure public deposits and the BTFP. The investment portfolio does
not have any tax-exempt securities.
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The following table presents the amortized cost and fair value of investment securities for the dates indicated
thou@ands):

September 30, 2023 December 31, 2022
Amortized Amortized
Available-for-sale: Cost Fair Value Cost __Fair Value
U.S. Government Agency $ 9,913 $ 8,025 $ 10,177 $ 8,655
Collateralized mortgage 105,547 78,571 118,951 95,541
nhiggéigeshacked securities - residential 66,024 51,157 73,838 60,879
Mortgage-backed securities - 48,010 40,564 32,244 27,954
SRIRBRYgIgecurities 25,024 18,116 25,084 18,483
Bank subordinated debt 24,417 22,176 15,964 14,919
erngolieR bonds - o 4,037 3,709

$ 278,935 $ 218,609 $ 280,295 $ 230,140

Held-to-maturity:

U.S. Government Agency $ 44,087 $ 37,049 $ 44914 $ 39,062

u.s. 19,934 19,906 9,841 9,828

Tisirabrdlized mortgage 64,094 53,786 68,727 60,925

nhliggagasacked securities - residential 44,302 38,214 42,685 38,483

Mortgage-backed securities - 15,467 13,884 11,442 10,777

CUmbeIEabonds 9,443 8,455 11,090 10,013
$ 197,327 $ 171,294 $ 188,699 $ 169,088

Allowance for credit losses - securities held-to- (16)

S@durities held-to maturity, net of allowance for credit $ 197,311

losses -

The following table shows the weighted average yields, categorized by contractual maturity, for investment securities
as of September 30, 2023 (in thousands, except ratios):

After 1 year through After 5 years through

Within 1 year 5 years 10 years After 10 years Total
Amortized Amortized Amortized Amortized Amortized
Cost Yield Cost Yield Cost Yield Cost Yield Cost Yield
Available-for-sale:
U.S. Government $ - 0.00%$ - 0.00%$% 1,983 3.17%$ 6,042 1.53%$ 8,025 1.93%
Soratalized mortgage obligations - 0.00% - 0.00% - 0.00% 78,571  1.39% 78571  1.39%
MBS - residential - 0.00% - 0.00% - 0.00% 51,157 1.62% 51,157 1.62%
MBS - commercial - 0.00% - 0.00% - 0.00% 40,564 2.58% 40,564 2.58%
Municipal securities - 0.00% - 0.00% 2,720 1.69% 15,396 1.75% 18,116 1.74%
Bank subordinated debt securities - 0.00% 5,977 5.75% 16,199 4.88% - 0.00% 22,176 5.12%
Corporate bonds - 0.00%, - 0.00%, - 0.00%, - 0.00%, - 0.00%
$ e $ 5977 $ 20,902 $ 191,730 $ 218,609 2.09%

Held-to-maturity:

U.S. Government $ o 0.00%$ 7,921 1.02%$ 20,141 1.38%$ 16,025 2.01%$ 44,087 1.54%
Bgerityeasury 19,934 5.20% - 0.00% - 0.00% - 0.00% 19,934  5.20%
Collateralized mortgage obligations - 0.00% - 0.00% - 0.00% 64,094 1.66% 64,094 1.66%
MBS - residential - 0.00% 4,468 1.85% 5,925 1.75% 33,909 2.40% 44,302 2.26%
MBS - commercial - 0.00% - 0.00% 3,076 1.62% 12,391 2.60% 15,467 2.40%
Corporate bonds - 0.00%, 9.443 2.80%, - 0.00%, - 0.00%, 9443  2.80%

$ 19934 $ 21832 $ 29142 $ 126,419 $ 197,327 2.24%
Loans

Loans are the largest category of interest-earning assets on the unaudited Consolidated Balance Sheets, and usually
provide higher yields than the remainder of the interest-earning assets. Higher yields typically carry inherent credit and
liquidity risks in comparison to lower yield assets. The Company manages and mitigates such risks in accordance with the
credit and ALM policies, risk tolerance and balance sheet composition.
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The following table shows the loan portfolio composition as of the dates indicated (in thousands):

______September 30, 2023 December 31, 2022
Percent Percent
Total of Total Total of Total
Residential Real Estate $ 188,880 113% $ 185,636 123 %
Commercial Real Estate 1,005,280 60.0 % 970,410 64.4 %
Commercial and Industrial 212,975 12.7 % 126,984 8.4 %
Foreign 94,640 57 % 93,769 6.2 %
Banksmer and Other 173,096 10.3 % 130,429 8.7 %
Total gross loans 1,674,871 100.0 % 1,507,228 100.0 %
Plus: Deferred fees (cost) 1,649 110
Total loans net of deferred fees (cost) 1,676,520 1,507,338
Less: Allowance for credit 19,493 17,487
lo¥eR8 net loans $ 1,657,027 $ 1,489,851

Total loans, net of unearned fees/cost, increased by $169.2 million, or 15.0% annualized to $1.7 billion,
Sept@imber 30, 2023 compared to December 31, 2022. The commercial and industrial, andto alesser extent, consumer
and other and commercial real estate loan segments had the most significant growth.

Our loan portfolio continues to grow, with commercial real estate lending as the primary focus which
appnexnatiyed0.0% of the total gross loan portfolio as of September 30, 2023. Our loan growth strategy since inception
has been reflective of the market in which we operate and of our strategic plan as approved by the Board.

Most of the commercial real estate exposure represents loans to commercial businesses secured by owner-occupied
real estate. The growth experienced in recent years is primarily due to implementation of our relationship-based banking
model and the success of our relationship managers in competing for new business ina highly competitive metropolitan
area. Many of our larger loan clients have long-term relationships with members of our senior management team or our
relationship managers that date back to former institutions.

From a liquidity perspective, ourloan portfolio provides us with additional liquidity due to repayments or unexpected
prepayments. The following table shows maturities and sensitivity to interest rate changes for the loan portfolio at
September 30, 2023 (in thousands):

Due in 1 year or Due in 1 to Due after 5 to Due after
less 5 years 15 years 15 years Total

Residential Real Estate $ 9,513 $ 23,902 $ 81,777 $ 73,688 $ 188,880

Commercial Real Estate 85,013 164,387 747,779 8,101 1,005,280

Commercial and Industrial 5,348 53,234 114,106 40,287 212,975

Foreign 94,640 - - - 94,640

Banksmer and Other 1,634 3,080 10,223 158,159 173,096

Total gross loans $ 196,148 $ 244,603 $ 953,885 $ 280,235 $ 1,674,871
Interest rate sensitivity:

Fixed interest $ 174,725 $ 144,198 $ 193,366 $ 170,370 $ 682,659

RRging or adjustable rates 21,423 100,405 760,519 109,865 992,212

Total gross loans $ 196,148 $ 244,603 $ 953,885 $ 280,235 $ 1,674,871

The information presented in the table above is based uponthe contractual maturities of the individual loans, which
may be subjectto renewal at their contractual maturity. Renewals will depend on approval by our credit department and
balance sheet composition at the time of the analysis, as well as any modification of terms at the loan’s maturity. Additionally,
maturity concentrations, loan duration, prepayment speeds and other interest rate sensitivity measures are discussed,
reviewed, and analyzed by the ALCO. Decisions on term /rate modifications are discussed as well.

As of September 30, 2023, approximately 59% of the loans have adjustable/variable rates and 41% of the loans have
fixed rates. The adjustable/variable rate loans re-price to different benchmarks and tenors in different periods of time. By
contractual characteristics, there are no material concentrations on anniversary repricing. Additionally, it is important to note
that most of our loans have interest rate floors. This embedded option protects the Company from a decrease in interest
rates below the floor and positions us to gain in the scenario of higher interest rates.
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Asset Quality

Our asset quality grading analysis estimates the capability of the borrower to repay the contractual obligation of the loan
agreement as scheduled or at all. The Company’s internal credit risk grading system is based on experiences with similarly
graded loans. Internal credit risk grades are reviewed at least once a year, and more frequently as needed. Internal credit
risk ratings may change based on management's assessment of the results from the annual review, portfolio monitoring,
and other developments observed with borrowers.

The internal credit risk grades used by the Company to assess the credit worthiness of a loan are shown below:
Pass — Loans indicate different levels of satisfactory financial condition and performance.
Special Mention — Loans classified as special mention have a potential weakness that deserves management's
close attention. If left uncorrected, these potential weaknesses may result in deterioration of the repayment
prospects for the loan or of the institution’s credit position at some future date.
Substandard — Loans classified as substandard are inadequately protected by the current net worth and paying
capacity of the obligator or of the collateral pledged, if any. Loans so classified have a well-defined weakness or
weaknesses that jeopardize the liquidation of the debt. They are characterized by the distinct possibility that the
institution will sustain some loss if the deficiencies are not corrected.
Doubtful — Loans classified as doubtful have all the weaknesses inherent in those classified at substandard, with
the added characteristic that the weaknesses make collection or liquidation in full on the basis of currently existing
facts, conditions, and values, highly questionable and improbable.
Loss — Loans classified as loss are considered uncollectible.

Loan credit exposures by internally assigned grades are as follows for the dates indicated (in thousands):

September 30, 2023

Pass Special Mention __Substandard Doubtful Total
Residential Real Estate $ 188,880 $ -8 -8 -8 188,880
Commercial Real Estate 1,002,765 - 2,515 - 1,005,280
Commercial and Industrial 210,991 - 1,984 - 212,975
Foreign 94,640 - - - 94,640
Banksmer and Other 173,096 - - - 173,096
$ 1,670,372 $ -3 4499 $ -3 1,674,871

December 31, 2022

Pass Special Mention _ Substandard Doubtful Total
Residential Real Estate $ 185,636 $ -$ -$ -$ 185,636
Commercial Real Estate 967,465 - 2,945 - 970,410
Commercial and Industrial 126,177 - 807 - 126,984
Foreign 93,769 - - - 93,769
Banksmer and Other 130,233 - 196 - 130,429
$ 1,503,280 $ - $ 3,948 $ - $ 1,507,228
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Non-Performing Assets

The following table presents non-performing assets as of the dates shown (in thousands, except ratios):

September 30, 2023 December 31, 2022

Total non-performing loans $ 479 $
Other real estate - R
ownestal non-performing assets $ 479 $ -
Asset quality ratios: @
Allowance for credit losses to total 1.16% 1.16%
IRiswance for credit losses to non-performing 4070% -%
legAerforming loans to total loans 0.03% -%
(M ACL was calculated under CECL methodology for 2023, and incurred loss methodology for
2022

Non-performing assets include all loans categorized as non-accrual or restructured, impaired securities, other real
estate owned (“OREOQO”) and other repossessed assets. Problem loans for which the collection or liquidation in full
i@asonably uncertain are placed on a non-accrual status. This determination is based on current existing facts concerning
collateral values and the paying capacity of the borrower. When the collection of the full contractual balance is unlikely, the
loan is placed on non-accrual to avoid overstating the Company’s income for a loan with increased credit risk.

If the principal or interest on a commercial loan becomes due and unpaid for 90 days or more, the loan is placed on
non-accrual status as of the date it becomes 90 days past due and remains in non-accrual status until it meets the criteria
for restoration to accrual status. Residential loans, on the other hand, are placed on non-accrual status when the principal
orinterest becomes due and unpaid for 120 days or more and remains in non-accrual status until it meets the criteria for
restoration to accrual status. Restoring a loan to accrual status is possible when the borrower resumes payment of
plincipal and interest payments for a period of six months and the Company has a documented expectation of repayment
of the remaining contractual principal and interest or the loan becomes secured and in the process of collection.

The Company may grant a loan concession to a borrower experiencing financial difficulties. This determination
perfemed during the annual review process or whenever problems surface regarding the client's ability to repay
Bccordance with the original terms of the loan or line of credit. The concessions are given tothe debtorin various forms,
including interest rate reductions, principal forgiveness, extension of maturity date, waiver, or deferral of payments and other
concessions intended to minimize potential losses.

For further discussion on non-performing loans and borrowers experiencing financial difficulties, see Note 3 “Loans” to
the unaudited Consolidated Financial Statements in Item 1 of Part 1 this Form 10-Q.

Allowance for Credit Losses

On January 1, 2023, the Company adopted FASB ASU 2016-13, which introduced the current expected credit losses
(CECL) methodology and required usto estimate all expected credit losses over the remaining life of ourloan portfolio.
Accordingly, the ACL represents an amount that, in management's evaluation, is adequate to provide coverage for
altpected future credit losses on outstanding loans. Additionally, qualitative adjustments are made to the ACL when, based
on management's judgment, there are factors impacting the allowance estimate not considered by the quantitative
calculations. See Note 3“Loans” inltem 1 of Partl ofthis Form 10-Q for more information on the allowance for
toeskts.
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The following table presents ACL and net charge-offs to average loans by type for the periods indicated (in thousands):

Residential Commercial Commercial Foreign Consumer

Real Estate _ Real Estate _and Industrial Banks and Other Total
Three Months Ended September 30, 2023
Beginning balance $ 2,673 $ 10,183 $ 2,500 $ 677 $ 2,782 $ 18,815
Provision for credit @ (162) (84) 738 73 108 673
RREsBFeries - - 8 - - 8
Charge-offs - - - - (3) 3)
Ending $ 2511 $ 10,099 $ 3,246 $ 750 $ 2,887 $ 19,493
Balance ) ) ) ) ) |
Average loans $ 183,643 $ 992,171 $ 179,127 $ 87,847 $ 168,076 $ 1,610,864
Net charge-offs to average = = -0.02% = 0.01% 0.00%
loans
Nine Months Ended September 30, 2023
Beginning balance $ 1,352 $ 10,143 $ 4,163 $ 720 $ 1,109 $ 17,487
Cumulative effect of adoption of
pocoipiéng 1,238 1,105 (2,158) 23 858 1,066
Provision for credit ®) (89) (1,149) 1,181 7 965 915
RReg8Feries 10 - 60 - 3 73
Charge-offs - - - - (48) (48)
Ending $ 2511 $ 10,099 $ 3,246 $ 750 $ 2,887 $ 19,493
Balance
Average loans $ 186,918 $ 980,244 $ 164,466 $ 90,597 $ 153,849 $ 1,576,074
Net charge-offs to average -0.01% - -0.05% - 0.04% 0.00%
loans
(1) Provision for credit losses excludes $17 thousand release due to unfunded commitments included in other liabilities and
#®usand release due to investment securities held to
(@atunipact of CECL adoption on January 1,
2923rovision for credit losses excludes $39 thousand release due to unfunded commitments included in other liabilities and
#idisand expense due to investment securities held to
maturity.

Residential Commercial Commercial Foreign Consumer

Real Estate _ Real Estate _and Industrial Banks and Other Total
Three Months Ended September 30, 2022
Beginning balance $ 2,366 $ 9,290 $ 2,671 $ 651 $ 808 $ 15,786
Provision for credit (1,009) 695 1,126 74 24 910
Reseseries 1 - R . R 1
Charge-offs - = (88) - (5) (93)
Ending $ 1,358 $ 9,985 $ 3,709 $ 725 $ 827 $ 16,604
Balance
Average loans $ 190,757 $ 887,000 $ 119,993 $ 94,628 $ 106,382 $ 1,398,761
Net charge-offs to average - - 0.29% - 0.02% 0.03%
loans
Nine Months Ended September 30, 2022
Beginning balance $ 2,498 $ 8,758 $ 2,775 $ 457 $ 569 $ 15,057
Provision for credit (1,157) 1,227 1,011 268 266 1,615
Resosgeries 33 - 11 - 3 47
Charge-offs (16) - (88) - (11) (115)
Ending $ 1358 $ 9,985 $ 3,709 $ 725 $ 827 $ 16,604
Balance
Average loans $ 195863 $ 809,411 $ 128,625 $ 77,237 $ 91,773 $ 1,302,909
Net charge-offs to average -0.02% 0.00% 0.12% 0.00% 0.02% 0.01%
loans

Bank-Owned Life Insurance

As of September 30, 2023, the combined cash surrender value of all bank-owned life insurance (“BOLI") policies was
$51.4 million. Changes in cash surrender value are recorded to non-interest income in the unaudited Consolidated
Statements of Operations. The Company had BOLI policies with five insurance carriers. The Company is the beneficiary of
these policies.
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During the third quarter of 2023, the Company restructured its BOLI, cancelling a $7.1 million policy by surrendering
$4.2 million of the value and transferring the remaining $2.9 million to a new BOLI policy. The new BOLI policy was funded
with an additional $11.1 million for a total of $14.1 million. This new BOLI policy received a cash surrender enhancement
from the new insurance carrier of $981 thousand.

Deposits
Customer deposits are the primary funding source for the Bank’s growth. Through our network of banking centers, we
offer a competitive array of deposit accounts and treasury management services designed to meet our customers’ business
needs. Our primary deposit customers are small-to-medium sized businesses (“SMBs”), and the personal business of
owners and operators of these SMBs, as well as the retail/consumer relationships of the employees of these businesses.

The following table presents the daily average balance and average rate paid on deposits by category for the periods
presented (in thousands, except ratios):

Three Months Ended September 30,

2023 2022
Average Rate Average Rate
Average Balance Paid Average Balance Paid
Non-interest-bearing $ 587,917 0.00% $ 655,853 0.00%
piteekingearing 52,080 2.52% 66,585 0.11%
sseyngharket and savings deposits 1,011,164 3.44% 823,521 0.55%
Time deposits 290,272 3.51% 217,023 0.66%
Total $ 1,941,433 2.39% $ 1,762,982 0.34%

The Company has a granular deposit portfolio with outstanding balances comprised of 49% in commercial deposits,
37% personal deposits, 11% public funds which are partially collateralized and 3% brokered deposits. During the
ninaeths ended September 30, 2023, the Company acquired $50 million in brokered deposits to boost liquidity. The Company
has approximately 20 thousand deposit accounts with the majority in personal accounts, approximately 13 thousand or
63.8%. The estimated average account size of our deposit portfolio is approximately $95 thousand as of September 30,
2023. The Company also offers Insured Cash Sweep (“ICS”) and Certificate oDeposit Account Registry Service (‘CDARS”)
deposit products to fully insure our clients.

The uninsured deposits are estimated based on the FDIC deposit insurance limit of $250 thousand for all
accalepssit the Company per account holder. The total estimated amount of uninsured deposits is 53% at September 30,
2023.

The following table shows scheduled maturities of uninsured time deposits as of September 30, 2023 (in thousands):

September 30, 2023

Three months or $ 18,563
®ser three through six 32,457
oesthax though twelve 28,769
Qostheelve 2,566
months $ 82,355

Other Liabilities

The Company collects from commercial and residential loan customers funds which are held in escrow for future
payment of real estate taxes and insurance. These escrow funds are disbursed by the Company directly to the insurance
companies and taxing authority of the borrower. Escrow funds are recorded as other liabilities.

As of September 30, 2023 escrow balances totaled $16.7 million compared to $3.5 million at December 31, 2022.
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Borrowings

As a member of the FHLB, we are eligible to obtain advances with various terms and conditions. This accessibility of
additional funding allows us to efficiently and timely meet both expected and unexpected outgoing cash flows and collateral

needs without adversely affecting either daily operations or the financial condition of the Company.

As of September 30, 2023, we had $102.0 million of fixed and variable rate advances outstanding from the FHLB with
a weighted average rate of 3.66%. Maturity dates for the advances range between 2023 to 2028 detailed in the table below.

The following table presents the FHLB advances as of September 30, 2023 (in thousands):

Interest Rate Type of Maturity Date Amount

5.57% Rateyriable December 22, 2023 $ 20,000
1.04% Fixed July 30, 2024 5,000
2.05% Fixed March 27, 2025 10,000
1.07% Fixed July 18, 2025 6,000
3.76% Fixed January 24, 2028 11,000
3.77% Fixed April 25, 2028 50,000

$ 102,000

We have also established Federal Funds lines of credit with our upstream correspondent banks, the BTFP, and the
FRB Atlanta Discount Window to manage temporary fluctuations in our daily cash balances. As of September 30, 2023,
there were no outstanding balances with any of these liquidity sources.

Off-Balance Sheet Arrangements

We engage in various financial transactions in our operations that, under GAAP, may not be included on the balance
sheet. To meet the financing needs of our customers we may include commitments to extend credit and standby letters of
credit. To avarying degree, such commitments involve elements of credit, market, and interest rate risk in excess of the
amount recognized in the balance sheet. We use more conservative creditand collateral policies in making these credit
commitments than we do for on-balance sheetitems. We are not aware of any accounting lossto be incurred by funding
these commitments; however, we maintain an allowance for off-balance sheet credit risk which is recorded under other
liabilities on the unaudited Consolidated Balance Sheets.

Since commitments associated with letters of credit and commitments to extend credit may expire unused, the amounts
shown do not necessarily reflect actual future cash funding requirements. The following table presents lending
telatettments outstanding as of the dates indicated (in thousands ):

September 30, 2023 December 31, 2022

Commitments to grant loans and unfunded lines of $ 100,661 $ 95,461
steditiby and commercial letters of 6,490 4,320
cregihl $ 107,151 $ 99,781

Commitments to extend credit are agreements to lend funds to a client, as long as there is no violation of any condition
established in the contract, for a specific purpose. Commitments generally have variable interest rates, fixed expiration
dates or other termination clauses and may require payment of afee. Since many ofthe commitments are expected to
expire without being fully drawn, the total commitment amounts disclosed above do not necessarily represent future cash
requirements.

Unfunded lines of credit represent unused portions of credit facilities to our current borrowers that represent no change
in credit risk in our portfolio. Lines of credit generally have variable interest rates. The maximum potential amount of future
payments we could be required to make is represented by the contractual amount of the commitment, less the amount of
any advances made.

Letters of credit are conditional commitments issued by us to guarantee the performance of a client to a third party. In
the event of nonperformance by the client in accordance with the terms of the agreement with the third party, we would be
required to fund the commitment. If the commitment is funded, we would be entitled to seek recovery from the client from
the underlying collateral, which can include commercial real estate, physical plant and property, inventory, receivables, cash
or marketable securities.
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Asset and Liability Management Committee

Members of senior management and our Board make up the asset and liability management committee, or ALCO.
Senior management is responsible for ensuring that Board approved strategies and policies for managing and mitigating
risks are appropriately executed within the designated lines of authority and responsibility in a timely manner.

ALCO oversees the establishment, approval, implementation, and review of interest rate risk, management, and
mitigation strategies, ALM related policies, ALCO procedures and risk tolerances and appetite.

While some degree of IRR (“Interest Rate Risk”) is inherent to the banking business, we believe our ALCO implemented
sound risk management practices to identify, quantify, monitor, and limit IRR exposures.

When assessing the scope of IRR exposure and impact on the consolidated balance sheet, cash flows and income
statement, management considers both earnings and economic impacts. Asset price variations, deposit volatility and
reduced earnings or outright losses could adversely affect the Company’s liquidity, performance, and capital adequacy.

Income simulations are used to assess the impact of changing rates on earnings under different rates scenarios and
time horizons. These simulations utilize both instantaneous and parallel changes inthe level of interest rates, as well as
non-parallel changes such as changing slopes (flat and steepening) and twists of the yield curve. Static simulation models
are based on current exposures and assume a constant balance sheet with no new growth. Dynamic simulation analysis is
also utilized to have a more comprehensive assessment on IRR. This simulation relies on detailed assumptions outlined in
our budget and strategic plan, and in assumptions regarding changes in existing lines of business, new
mesiagssnent strategies and client expected behavior.

To have a more complete picture of IRR, the Company also evaluates the economic value of equity (“EVE”).
asseBsisient allows us to measure the degree to which the economic values will change under different interest
satenarios (parallel and non-parallel). The economic value approach focuses on a longer-term time horizon and captures all
future cash flows expected from existing assets and liabilities. The economic value model utilizes a static approach in that
the analysis does not incorporate new business; rather, the analysis shows a snapshotin time of the risk inherentin the
balance sheet.

Market and Interest Rate Risk Management

According to our ALCO model, as of September 30, 2023, we had an asset sensitive balance sheet both for year one
and two modeling, usingthe static modeling. Asset sensitivity indicates that our assets generally reprice faster than our
liabilities, which results in a favorable impact to net interest income when market interest rates increase. Liability sensitivity
indicates that our liabilities generally reprice faster than our assets, which results in a favorable impact to net interest income
when market interest rates decrease. Many assumptions are used to calculate the impact of interest rate variations on our
net interest income, such as asset prepayment speeds, non-maturity deposit price sensitivity, pricing correlations, deposit
truncations and decay rates, and key interest rate drivers.

Because of the inherent use of these estimates and assumptions in the model, our actual results may, and most likely
will, differ from static measures results. In addition, static measures like EVE do not include actions that management may
undertake to manage the risks in response to anticipated changes in interest rates or client deposit behavior. As part of our
ALM strategy and policy, management has the ability to modify the balance sheet to either increase asset duration and
decrease liability duration to reduce asset sensitivity, or to decrease asset duration and increase liability duration in order
to increase asset sensitivity.

According to our model, as of September 30, 2023, our balance sheet is asset sensitive for both year one and two under
interest static rate scenarios (an increase or decrease of 400 basis points). This means than if rates increase the NIM will
increase and if rates decrease the NIM will decrease. Additionally, utilizing an EVE approach, we analyze the risk to capital
from the effects of various interest rate scenarios through a long-term discounted cash flow model. This measures
thiference between the economic value of our assets and the economic value of our liabilities, which is a proxy for
Bguidation value. According to our balance sheet composition, and as expected, our model stipulates that an increase in
interest rates will have a negative impact on the EVE and lower rates, a positive impact. Results and analysis are presented
quarterly to the ALCO, and strategies are reviewed and refined.
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Liquidity

Liquidity is defined as a Company’s capacity to meet its cash and collateral obligations at a reasonable cost. Maintaining
an adequate level of liquidity depends on the Company’s ability to efficiently meet both expected and unexpected cash flow
and collateral needs without adversely affecting either daily operations or the financial condition of the Company.

Liquidity risk is the risk that we will be unable to meet our short-term and long-term obligations as they become due
because of an inability to liquidate assets or obtain relatively adequate funding. The Company’s obligations, and the funding
sources used to meet them, depend significantly on our business mix, balance sheet structure and composition,
queadity of our assets and the cash flow profiles of our on- and off-balance sheet obligations.

In managing inflows and outflows, management regularly monitors situations that can give rise to increased liquidity
risk. These include funding mismatches, market constraints on the ability to convert assets (particularly investments) into
cash or in accessing sources of funds (i.e., market liquidity), and contingent liquidity events.

Changes in macroeconomic conditions, as well as exposure to credit, market, operational, legal and reputational risks,
such as cybersecurity risk, could have an unexpected impact on the Company’s liquidity risk profile and are factored into
the assessment of liquidity and the ALM framework.

Management has established a comprehensive and holistic management process for identifying, measuring, monitoring
and mitigating liquidity risk. Due to its critical importance to the viability of the Company, liquidity risk management
insegrated into our risk management processes, Contingency Funding Plan and ALM policy.

Critical elements of our liquidity risk management include: effective corporate governance consisting of oversight by the
Board and active involvement of senior management; appropriate strategies, policies, procedures, and limits used to identify
and mitigate liquidity risk; comprehensive liquidity risk measurement and monitoring systems (including assessments of the
current and prospective cash flows or sources and uses of funds) that are commensurate with the complexity and business
activities of the Company; active management of intraday liquidity and collateral; an appropriately diverse mix of existing
and potential future funding sources; adequate levels of highly liquid marketable securities free of legal, regulatory,
operational impediments, that can be used to meet liquidity needs in stressful situations; comprehensive contingency
funding plans that sufficiently address potential adverse liquidity events and emergency cash flow requirements; and internal
controls and internal audit processes sufficient to determine the adequacy of the institution’s liquidity risk management
process.

We expect funds to be available from several basic banking activity sources, including the core deposit base,
repayment and maturity of loans and investment security cash flows. Other potential funding sources include federal funds
purchased, brokered certificates of deposit, listing services certificates of deposit, the Bank Term Funding Program, FRB
Atlanta discount window, and borrowings from the FHLB. Accordingly, we believe our liquidity resources are adequate to
fund loans and meet other cash needs as necessary.
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Capital Adequacy

As of September 30, 2023, the Bank was well capitalized under the FDIC's prompt corrective action framework. We
also follow the capital conservation buffer framework, and as of September 30, 2023, we exceeded the capital conversation
buffer in all capital ratios, according to our actual ratios. The following table presents the capital ratios for the Bank at the
dates indicated (in thousands, except ratios).

To be Well
Minimum Capital UGdpitRlioatpt
Actual Requirements Corettiive
Amount Ratio Amount Ratio AnRsgutsions  Ratio

September 30, 2023

Total risk-based capital $ 230,801 13.06 % $ 141,327 8.00% $ 176,659 10.00 %
Tier 1 risk-based capital $ 210,815 1193 % $ 105,995 6.00% $ 141,327 8.00 %
Common equity tier 1 capital $ 210,815 11.93% $ 79,496 450 % $ 114,828 6.50 %
Leverage $ 210,815 924% $ 91,310 4.00% $ 114,138 5.00 %
ratio

December 31, 2022:

Total risk-based capital $ 216,693 1358 % $ 127,616 8.00% $ 159,520 10.00 %
Tier 1 risk-based capital $ 198,909 1247 % $ 95,712 6.00% $ 127,616 8.00 %
Common equity tier 1 capital $ 198,909 1247 % $ 71,784 450 % $ 103,688 6.50 %
Leverage $ 198,909 9.56 % $ 83,210 400% $ 104,012 5.00 %
ratio

The Company is not subject to regulatory capital ratios imposed by Basel Il on bank holding companies because the
Company is deemed to be a small bank holding company.

Impact of Inflation

Our Consolidated Financial Statements and related notes have been prepared in accordance with U.S. GAAP,
which 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 reflected in the
increased cost of operations. Unlike most industrial companies, nearly all 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. Periods
of high inflation are often accompanied by relatively higher interest rates, and periods of low inflation are accompanied by
relatively lower interest rates. As market interest rates rise or fall in relation to the rates earned on loans and investments,
the value of these assets decreases or increases respectively. Inflation can also impact core non-interest
exspeoisesd with delivering the Company’s servi ces.

Recently Issued Accounting Pronouncements

Recently issued accounting pronouncements are discussed in Note 1 “Summary of Significant Accounting Policies” to
the unaudited Consolidated Financial Statements in this Form 10-Q.
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Reconciliation and Management Explanation of Non -GAAP Financial Measures

Management has included these non-GAAP measures because it believes these measures may provide useful
supplemental information for evaluating the Company’s underlying performance trends. Further, management uses these
measures in managing and evaluating the Company’'s business and intends to refer to them in discussions about
operations and performance. Operating performance measures should be viewed in addition to, and not as an alternative
to or substitute for, measures determined in accordance with GAAP, and are not necessarily comparable to non-GAAP
measures that may be presented by other companies. The following table reconciles the non-GAAP financial measurement
of operating net income available to common stockholders for the periods presented (in thousands, except per share data):
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Pre-tax pre-provision ("PTPP") income?
Net income
Plus: Provision for income taxes
Plus: Provision for credit losses
PTPP income

PTPP return on average assets®)
PTPP income
Average assets
PTPP return on average assets?
Operating net @
ingeMRzome
Less: Net gains (losses) on sale of
seeulitfes effect on sale of securities
Operating net income

Operating PTPP incomet”
PTPP income
Less: Net gains (losses) on sale of
SaSydlgng PTPP income

Operating PTPP return on average assets?
Operating PTPP income
Average assets
Operating PTPP return on average assets?

Operating return on average assets?
Operating net income
Average assets
Operating return on average assets?

Operating return on average equity?
Operating net income
Average equity
Operating return on average equity®

Operating @
RevgBUifiterest income
Plus: Non-interest income
Less: Net gains (losses) on sale of
SQOYHHgsng revenue

Operating Efficiency Ratiot)
Total non-interest expense
Operating revenue
Operating efficiency ratio

USCB FINANCIAL HOLDINGS, INC.

NON-GAAP FINANCIAL MEASURES (UNAUDITED)

(Dollars in thousands)

As of or For the Three Months

9/30/2023 6/362ded 3/31/2023 1213112022 9/30/2022

$ 3819 $ 4196 $ 5809 $ 4434 $ 5,558
1,250 1,333 1,881 1,415 1,963

653 38 201 880 910

$ 5722 $ 5567 $ 7,891 $ 6729 $ 8,431
$ 5722 $ 5567 $ 7,891 $ 6729 $ 8,431
$ 2250258 $ 2183542 $ 2120218 $ 2,051,867 $ 2,026,791
1.01% 1.02% 151% 1.30% 1.65%

$ 3819 $ 4196 $ 5809 $ 4434 $ 5,558
(955) - (21) (1,989) (558)

242 = 5 504 141

$ 4532 $ 4,196 $ 5825 $ 5919 $ 5,975
$ 5722 $ 5567 $ 7,891 $ 6,729 $ 8,431
(955) - (21) (1,989) (558)

$ 6,677 $ 5567 $ 7,912 $ 8718 $ 8,989
$ 6,677 $ 5567 $ 7,012 $ 8718 $ 8,989
$ 2250258 $ 2183542 $ 2120218 $ 2051867 $ 2,026,791
1.18% 1.02% 1.51% 1.69% 1.76%

$ 4532 $ 4196 $ 5825 $ 5919 $ 5,975
$ 2250258 $ 2183542 $ 2120218 $ 2,051,867 $ 2,026,791
0.80% 0.77% 1.11% 1.14% 1.17%

$ 4532 $ 4196 $ 5825 $ 5919 $ 5,975
$ 184,901 $ 184,238 $ 183,371 $ 177,556 $ 185,288
9.72% 9.13% 12.88% 13.23% 12.79%

$ 14,022 $ 14173 $ 15,997 $ 16,866 $ 16,774
2,161 1,846 2,070 (123) 1,789

(955) = (21) (1,989) (558)

$ 17,138 $ 16,019 $ 18,088 $ 18,732 $ 19121
$ 10,461 $ 10,452 $ 10176 $ 10,014 $ 10,132
$ 17,138 $ 16,019 $ 18,088 $ 18,732 $ 19,121
61.04% 65.25% 56.26% 53.46% 52.99%

(1) The Company believes these non-GAAP measurements are key indicators of the ongoing earnings power of the Company.

(2) Annualized.
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Tangible book value per common share (at period-end}!

Total stockholders' equity
Less: Intangible assets

Tangible stockholders’ equity
Total shares issued and outstanding (at period-end):

USCB FINANCIAL HOLDINGS, INC.
NON-GAAP FINANCIAL MEASURES (UNAUDITED)
(Dollars in thousands, except per share

data)

Total common shares issued and outstanding

Tangible book value per common

share

Operating diluted net income per common

share: gperating net income

Total weighted average diluted shares of common stock

@

@

Operating diluted net income per common share:

Tangible Common Equity/Tangible Asset§)

Tangible stockholders’ equity

Tangible assets

Tangible Common Equity/Tangible Assets

As of or For the Three Months

9/30/2023 6130228 3/31/2023 12/31/2022 9/30/20:

$ 182,884 $ 183,685 $ 183,858 $ 182,428 $ 177,417
$ 182,884 $ 183,685 $ 183,858 $ 182,428 $ 177,417
19,544,777 19,622,380 19,622,380 20,000,753 20,000,753

$ 9.36 $ 9.40 $ 937 3% 912 $ 8.87
$ 4532 $ 4,196 $ 5,825 $ 5919 $ 5,975
19,611,897 19,639,682 19,940,606 20,172,438 20,148,208

$ 023 $ 021 $ 029 $ 029 $ 0.30
$ 182,884 $ 183,685 $ 183,858 $ 182,428 $ 177,417
$ 2,244,602 $ 2225914 $ 2,163,821 $ 2,085,834 $ 2,037,453
8.15% 8.25% 8.50% 8.75% 8.71%

(1) The Company believes these non-GAAP measurements are key indicators of the ongoing earnings power of the Company.
(2) Excludes the dilutive effect, if any, of shares of common stock issuable upon exercise of outstanding stock

options.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk
As a smaller reporting company, we are not required to provide the information required by this item.
Item 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

Under the supervision and with the participation of our management, including our President and Chief Executive Officer
and our Chief Financial Officer, we evaluated the effectiveness of the design and operation of the Company’s disclosure
controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act) as of September 30, 2023.
Based on that evaluation, management believes that the Company’s disclosure controls and procedures were effective to
collect, process, and disclose the information required to be disclosed in the reports filed or submitted under the Exchange
Act within the required time periods as of the end of the period covered by this Form 10-Q.

Changes in Internal Control Over Financial Reporting

There has been no change in our internal control over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f)
under the Exchange Act) during the period covered by this Form 10-Q that has materially affected, or is reasonably likely to
materially affect, our internal control over financial reporting.

Limitations on Effectiveness of Controls and Procedures

In designing and evaluating the disclosure controls and procedures, management recognizes that any controls and
procedures, no matter how well designed and operated, can provide only reasonable, not absolute, assurance of achieving
the desired control objectives. In addition, the design of disclosure controls and procedures must reflect the fact that there
are resource constraints and that management is required to apply judgment in evaluating the benefits of possible controls
and procedures relative to their costs.
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PART Il
Item 1. Legal Proceedings

As previously disclosed, on July 13, 2023, three individuals who were shareholders of the Bank prior to its reorganization
into the holding company form of organization (the “Plaintiffs”) filed a lawsuit against six persons, all of whom were directors
of the Bank at the relevant time (the “Defendants”), inthe Circuit Court, Eleventh Judicial Circuit for Miami-Dade County
(the “Court”) (Benes et al. v. de la Aguilera et al.) alleging the Defendants (i) caused the Bank, as directors
theyagé inailtra vires conduct by devising and approving the exchange transaction effected in July 2021 pursuant to which
the Bank’s then outstanding Class C and Class D preferred stock was exchanged (the “Exchange Transaction”), which
action the Plaintiffs allege was not permitted by the Bank’s Articles of Incorporation, and (ii) breached their fiduciary duty as
directors of the Bank by approving and engaging in the Exchange Transaction. The Plaintiffs seek the Court to certify the
action as aclass action and to award damages in an amount to be proven at trial. Plaintiffs seek damages
8¥86c0gplus attorney’s fees and costs as well as such other relief asthe Court may determine. The Company believes
that the allegations in the lawsuit are legally and factually without merit, and it intends to vigorously defend against
tllegations in the lawsuit, pursue any potential counterclaims against the plaintiffs as it deems appropriate, and seek
coverage from its insurance carriers. However, there can be no assurance that this litigation will be resolved
fawohebiwore, there is also no assurance that we will be able to secure coverage from our insurance carriers for any expenses
incurred by us in connection with this litigation. If the plaintiff shareholders are successful, the Court could award substantial
compensatory damages.

In addition to the foregoing, 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
afiicable 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.

At this time, in the opinion of management, the likelihood is remote that the impact of such proceedings,
indivéithally or in the aggregate, would have a material adverse effect on our consolidated results of operations, financial
condition or cash flows. However, one or more unfavorable outcomes inany claimor litigation against us, including the
aforementioned litigation regarding the Exchange Transaction, could have a material adverse effect on the period in which
such claims or litigation 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 1A. Risk Factors

For detailed information about certain risk factors that could materially affect our business, financial condition, or future
results, see “Part |, Item 1A — Risk Factors” of the 2022 Form 10-K/A and see “Part I, Item 1A — Risk Factors” of the March
31, 2023 Form 10-Q.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

(a) None.

(b) Not applicable.

(c) The Company’s repurchases of equity securities for the quarter ended September 30, 2023 were as follows:
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Maximum
Total Olushlages that

Number Average  Total Number of Shares MayBe

ofShares Price aBuPahasBublicly Announced PUradexs@thns or

Purchased _Paid Plans or Programs (1) Programs (1)

Period Share
July 1-31, 2023 - $ - - 172,397
August 1-30, 2023 - - - 172,397
September 1-30, 2023 - - - 172,397
- $ - -

(1) On January 24, 2022 the Company announced fits initial stock repurchase program to repurchase up to 750,000 shares of Class A common
sppioximately 3.75% of the Company’s then outstanding shares of common stock.

Item 3. Defaults Upon Senior Securities

(a) Not applicable
(b) Not applicable

Item 4. Mine Safety Disclosures
Not applicable.

Item 5. Other Information
(a) Not applicable

(b) Not applicable
(c) Not applicable
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Item 6. Exhibits

Exhibit

Description of

No. 2.1

31

N
[
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-

W [w
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[
N
N

101

104

*k

Exhibient and Plan of Share Exchange, dated December 27, 2021, by and between U.S. Century Bank and USCB
Financial Holdings, Inc. (incorporated by reference to Exhibit 2.1 to the Registrant’s Current Report on Form 8-K (File
N@1-41196) filed with the Securities and Exchange Commission on December 30,
2p@dles of Incorporation, as amended, of USCB Financial Holdings, Inc. (incorporated by reference to Exhibit 3.1 to
Registrant's Quarterly Report on Form 10-Q for the quarter ended June 30, 2023 (File No. 001-41196) filed with the
Securities and Exchange Commission on August 11
2p@ded and Restated Bylaws of USCB Financial Holdings. Inc. (incorporated by reference to Exhibit 3.1 to the
RuyientaReport on Form 8-K (File No. 001-41196) filed with the Securities and Exchange Commission on July 26
a3 etter Agreement, dated December 30, 2021, between USCB Financial Holdings, Inc., U.S. Century Bank, Priam
Capital Fund Il, LP, Patriot Financial Partners Il, L.P. and Patriot Financial Partners Parallel I, L.P. (incorporated by
reference to Exhibit 4.1 to the Registrant's Current Report on Form 8-K (File No. 001-41196) filed with the Securities
Bmdhange Commission on December 30
Registration Rights Agreement, dated March 17, 2015, between U.S. Century Bank, Priam Capital Fund Il, LP, Patriot
Financial Partners II, L.P., Patriot Financial Partners Parallel Il, L.P., and certain other shareholders of U.S. Century
Baotrporated by reference to Exhibit 4.2 to the Registrant’s Current Report on Form 8-K (File No. 001-41196) filed with
Becurities and Exchange Commission on December 30
2Asginment and Assumption of Agreement. dated December 30
iolaimigsl, [nc. (incorporated by reference to Exhibit 4.3 to the Registrant’s CurrentReport on Form 8-K (File No. 001-

Hiol
Fitproeith the Securities and Exchange Commission on December 30

2021, between U.S. Century Bank and USCB

Pe2tyiption of USCBFinancial Holdings. Inc.’s securities (incorporated by reference to Exhibit4.4 to the Reqgistrant's

Repodi on Form 10-K (File No. 001-41196) filed with the Securities and Exchange Commission on March 24
ication of Chief Executive Officer pursuant to Rule 13a-14(a) of the Securities Exchange Act of *
LeBfication of Chief Financial Officer pursuant to Rule 13a-14(a) of the Securities Exchange Act of *
LeBdtication of Chief Executive Officer pursuant to 18 U.S.C. Section **
E35fification of Chief Financial Officer pursuant to 18 U.S.C. Section **
IBBGollowing financial statements from the Company’s Quarterly Report on Form 10-Q for the quarter ended September
3023 formatted in Inline XBRL: (i) Consolidated Balance Sheets (unaudited), (ii) Consolidated Statements of
(penadited), (iii) Consolidated Statements of Comprehensive Income (unaudited), (iv) Consolidated Statements of Changes
in Stockholders’ Equity (unaudited), (v) Consolidated Statements of Cash Flows (unaudited), (vi) Notes to
Eoaswiialefedtements (unaudited).
Cover Page Interactive Data File (formatted as Inline XBRL and contained in Exhibit
101)
Filed herewith.
Furnished
herby.
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SIGNATURES

Pursuant to the requirements 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.

Signature

USCB FINANCIAL HOLDINGS, INC.
(Registrant)

Title Date

/s/ Luis de la Aguilera

Luis de la Aguilera

/s/ Robert Anderson

Robert Anderson
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Chairman, President and Chief Executive

Officer November 9, 2023
(Principal Executive Officer)

Chief Financial Officer November 9, 2023
(Principal Financial Officer and Principal
Accounting Officer)
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Exhibit 31.1

Certification of Chief Executive Officer

Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
I, Luis de la Aguilera, certify that:
1. | have reviewed this Quarterly Report on Form 10-Q of USCB Financial Holdings, Inc.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state

material fact

necessary to make the statements made, in light of the circumstances under which such statemen
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, fairl
present in all

material respects the financial condition, results of operations and cash flows of the registrant as of, anc
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 have:

a)
—designed—such—disctosure—controtls—and—procedures, or caused such disclosure controls and f
to be
designed under our supervision, to ensure that material information relating to the registral
its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the
which
this report is being prepared;
b)
evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in
our

conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the p






Exhibit 31.2

Certification of Chief Financial Officer

Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

I, Robert Anderson, certify that:

| have reviewed this Quarterly Report on Form 10-Q of USCB Financial Holdings, Inc.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state
material fact

necessary to make the statements made, in light of the circumstances under which such statemen
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, fairl
present in all

material respects the financial condition, results of operations and cash flows of the registrant as of, anc
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 have:

AY
aj
designed such disclosure controls and procedures, or caused such disclosure controls and f
to be

designed under our supervision, to ensure that material information relating to the registral
its

consolidated subsidiaries, is made known to us by others within those entities, particularly during the
which

this report is being prepared;
b)

evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in
our






Exhibit 32.1

Certification of Chief Executive 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 Quarterly Report of USCB Financial Holdings, Inc. (the “Company”) on Form 10-Q
quarter

ended September 30, 2023, as filed with the Securities and Exchange Commission on the date hereof (the
“Report”), |, Luis

de la Aguilera, as President and Chief Executive Officer of the Company, certify, to the best of my knowlec
pursuant to

18 U.S.C. 81350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

1) The Report fully complies with the requirements of Section 13(a) or 15(d), as applicable,
Securities

Exchange Act of 1934; and

2) The information contained in the Report fairly presents, in all material respects, the finant
and

results of operations of the Company.

/s/ Luis de la Aguilera

Luis de la Aguilera

Chairman, President and Chief Executive Officer

Date: November 9, 2023






Exhibit 32.2

Certification of 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 Quarterly Report of USCB Financial Holdings, Inc. (the “Company”) on Form 10-Q
quarter

ended September 30, 2023, as filed with the Securities and Exchange Commission on the date hert
(the “Report”), |,

Robert Anderson, as Chief Financial Officer of the Company, certify, to the best of my knowledge, purs
18 U.S.C.

81350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

1) The Report fully complies with the requirements of Section 13(a) or 15(d), as applicable,
Securities

Exchange Act of 1934; and

2) The information contained in the Report fairly presents, in all material respects, the finant
and

results of operations of the Company.

/sl Robert Anderson
Robert Anderson

Chief Financial Officer

Date: November 9, 2023






