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

March 31, 2024

December 31, 2023

ASSETS:

Cash and due from banks $ 9,601 $ 8,019

Interest-bearing deposits in banks 116,945 33,043
Total cash and cash equivalents 126,546 41,062

Investment securities held to maturity, net of allowance of # and $8, respectively (fair value $152,156

and $155,510, respectively) 173,038 174,974

Investment securities available for sale, at fair value 259,992 229,329

Federal Home Loan Bank stock, at cost 5,532 10,153

Loans held for investment, net of allowance of $1,454 and $21,084, respectively 1,799,742 1,759,743

Accrued interest receivable 11,579 10,688

Premises and equipment, net 4,787 4,836

Bank owned life insurance 52,192 51,781

Deferred tax assets, net 36,249 37,282

Lease right-of-use asset 10,680 11,423

Other assets 8,805 7.822
Total assets $ 2489142 $ 2,339,093

LIABILITIES:

Deposits:
Demand deposits $ 576,626 $ 552,762
Money market and savings accounts 1,141,422 1,048,272
Interest-bearing checking 57,839 47,702
Time deposits 326,907 288,403

Total deposits 2,102,794 1,937,139

Federal Home Loan Bank advances and other borrowings 162,000 183,000

Lease liability 10,680 11,423

Accrued interest and other liabilities 18,657 15,563
Total liabilities 2,294,131 2,147,125

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 Oissued and outstanding as of pafehedte2024 and December 31, 2023 - -

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

guthorized; 0 and Oissued and outstanding as opM#eringe; 2024 and December 31, 2023 - -

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 pafehedite2024 and December 31, 2023 - -

Common stock - Class A Voting; 1.00 par value; 45,000,000shares authorized; 19,650,463 issued and

gutstanding as of March 31, 19,575,435 issued and outstanding as of December 31, 2023 19,650 19,575

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

gutstanding as of March 31, 2024 and December 31, 2023 - -

Additional paid-in capital on common stock 305,740 305,212

Accumulated deficit (84,952) (88,548)

Accumulated other comprehensive loss (45,427) (44.271)
Total stockholders' equity 195,011 191,968

Total liabilities and stockholders' equity $ 2,489,142 $ 2,339,093

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
Other non-interest income
Total non-interest income
Non-interest expense:
Salaries and employee
bengéitpancy
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
Cash dividend declared

Three Months Ended March 31,

2024 2023
$ 26,643 $ 19,711
2,811 2,286
1,433 382
30,887 22,379
369 43
10,394 4,785
3,294 1,057
1,672 497
15,729 6,382
15,158 15,997
410 201
14,748 15,796
1,651 1,205
- (21)
67 347
746 539
2,464 2,070
6,310 6,377
1,314 1,299
433 224
592 358
507 478
2,018 1,440
11,174 10,176
6,038 7,690
1,426 1,881
$ 4,612 $ 5,809
$ 023 % 0.29
$ 023 $ 0.29
$ 0.05 $ =

The accompanying notes are an integral part of these unaudited consolidated financial statements.
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USCB FINANCIAL HOLDINGS, INC.
Consolidated Statements of Comprehensive Income (Loss) - Unaudited
(Dollars in thousands)

Three Months Ended March 31,

2024 2023
Net income $ 4,612 $ 5,809
Other comprehensive income (loss):
Unrealized gain (loss) on investment securities (2,134) 3,637
Amortization of net unrealized gain (loss) on securities transferred from available-for-sale to held-to-maturity 67 (60)
Reclassification adjustment for (gain) loss included in net income - 21
Unrealized gain on cash flow hedge 519 -
Tax effect 392 (912)
Total other comprehensive income (loss), net of tax (1,156) 2,686
Total comprehensive income $ 3,456 $ 8,495

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 December 31, 2023 19,575,435 $ 19,575 $ 305,212 $ (88,548)$ (44,271)$ 191,968
Net income - - - 4,612 - 4,612
Other comprehensive loss - - - - (1,156) (1,156)
Repurchase of Class A common stock (7,100) (7) (72) - - (79)
Restricted stock issued 52,753 53 (53) - - -
Restricted stock forfeiture (8,625) (9) 9 - - -
Exercise of stock options 38,000 38 284 - - 322
Dividend payment - - - (1,016) - (1,016)
Stock-based compensation - - 360 - - 360
Balance at March 31, 2024 19,650,463 $ 19,650 $ 305,740 $ (84, 952 )% (45 427 )% 195,011
Balance at December 31, 2022 20,000,753 $ 20,001 $ 311,282 $ (104,104 )$ (44,751)$ 182,428
Cumulative effect of adoption of accounting principle related to ASC 326 - - - (1.325) - (1.325)
Adjusted beginning balance after cumulative effect adjustment 20,000,753 20,001 311,282 (105,429) (44,751) 181,103
Net income = = = 5,809 = 5,809
Other comprehensive loss - - - - 2,686 2,686
Repurchase of Class A common stock (500,000 ) (500) (5,367) - - (5,867)
Restricted stock issued 121,627 121 (121) - - -
Stock-based compensation - - 127 - - 127
Balance at March 31, 2023 19.622,380 $ 19,622 $ 305921 $ (99,620)$ (42,065)$ 183,858

The accompanying notes are an integral part of these consolidated financial statements.
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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
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:
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
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
Cash dividends paid
Repurchase of Class A common stock
Net increase in deposits
Proceeds from other borrowings
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 h investing and fi
Transfer of loans held for investment to loans held for sale

Three Months Ended March 31,

2024 2023
$ 4612 $ 5,809
410 201
140 150
(135) (38)
(3) (93)
360 127
- 21
(67) (347)
(411) (267)
1,424 1,881
(891) (670)
(464) 284
3.051 1.943
8,026 9,001
1,987 2,406
(36,927) (7.667)
4,278 3,261
- 8,617
(15,830) (77,413)
(25,249) -
(91) (22)
787 4,847
4,798 3,570
(177) (6.831)
(66,424) (69,232)
322 -
(1,016) -
(79) (5.867)
165,655 1,181
80,000 158,000
(101,000) (84,000)
143,882 69,314
85,484 9,083
41,062 54,168
$ 126,546 $ 63,251
$ 14,624 $ 6.044
$ 720 $ 4,500

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
Repart0ek for the year ended December 31, 2023.

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.

Recently Issued Accounting Standards
Adoption of New Accounting Standards
Reference Rate Reform

In March 2020, the Financial Accounting Standards Board (“FASB”) issued ASU 2020-04, Reference Rate
(TopRef88), aiming to facilitate the impacts of reference rate reform on financial reporting. This initiative was subsequently
clarified in January 2021 through ASU 2021-01, providing optional directives for a designated timeframe to
aelalleiges associated with accounting for, or acknowledging the effects of, reference rate reform on financial
fegpmtinamendments  offer discretionary guidance for a defined period to alleviate potential accounting
essydienéiesith reference rate reform in financial reporting. The expedients and exceptions provided by these amendments
are not applicable to contract modifications executed and hedging relationships initiated or reviewed after December 31,
2022, except for pre-existing hedging relationships as of December 31, 2022, for which an entity has opted for
epéoifial expedients, and which are retained until the conclusion of the hedging relationship. Additionally, the amendments
permit entities to make a one-time choice to divest, transfer, or both divest and transfer debt securities categorized as held
to maturity, referencing a rate impacted by reference rate reform, and classified as held to maturity prior to January 1, 2020.
In December 2022, the FASB issued new guidance extending the expiration date of this guidance from December 31, 2022,
to December 31, 2024, after which entities will no longer be authorized to apply the relief provided under this
guidance.

8 USCB Financial Holdings, Inc. Q1 2024 Form 10-Q
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USCB FINANCIAL HOLDINGS, INC.
Notes to the Consolidated Financial Statements - Unaudited

Before this recent guidance, these amendments were effective for all entities from March 12, 2020, to December 31, 2022.
The Company executed its transition strategy in preparation for the cessation of the London Intrabank Offered
(RMBOR”) and the adjustment of its existing financial instruments affected by LIBOR, whether directly or indirectly. LIBOR-
based originations were ceased as of June 30, 2023, and for existing LIBOR-based transactions, the Company substituted
Secured Overnight Financing Rate (“SOFR”) for LIBOR. The Company has completed its transition away from LIBOR
frloan and other financial instruments.

Issued and Not Yet Adopted

Improvements to Income Tax Disclosures

In December 2023, the FASB issued Accounting Standards Update (ASU) 2023-09, Income Taxes (Topic
Improvéf)ents to Income Tax Disclosures. This ASU pertains to disclosures regarding effective tax rates and cash income
taxes paid with the goal of providing stakeholders with more transparent and relevant information. This ASU is effective for
public business entities for annual periods beginning after Dec. 15, 2024. The Company is currently assessing the potential
impact of this ASU on its financial reporting and has not yet concluded whether the changes will materially affect its business
operations or consolidated financial statements.

2. INVESTMENT SECURITIES

The measurement of expected credit losses under the current expected credit loss (“CECL") methodology is applicable
to financial assets measured at amortized cost, including loan receivables and held-to-maturity debt securities.
atbeunting for available-for-sale debt securities credit losses is presented as an allowance rather than asa write-
Mamagement does not intend to sell or believes that it is more likely they will not be required to sell AFS securities.

CECL requires a loss 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.
isgaadybonds classified as HTM, the explicit guarantee of the U.S. Governmentis sufficientto conclude that a credit
leserve 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.
THECL measurement for investment securities incorporates historical data, containing defaults and recoveries information,
and Moody'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 , thisis determined using historical
dafapldjusted 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 March 31, 2024 and December 31, 2023,
saltutitidd held by the Company were rated investment grade.

At quarter end, HTM securities included1@8.7 million of U.S. Government and U.S. Agency issued bonds
mortgage-backed securities. Because of the expligitndand/or implicit guarantee on these bonds, the Company no
reddsves on these holdings. The remaining portion of the HTM portfolio is made up 09.4million 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 $12 thousand Allowance for credit losses (“ACL") as of March 31, 2024. 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 March 31, 2024 and December 31,
2023 was not required.

9 USCB Financial Holdings, Inc. Q1 2024 Form 10-Q
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USCB FINANCIAL HOLDINGS, INC.

Notes to the Consolidated Financial Statements - Unaudited

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):

Available-for-sale:

U.S. Government Agency

Collateralized mortgage
Miiggéigasbacked securities - residential
Mortgage-backed securities -
SARBREidecurities

Bank subordinated debt

securities

Held-to-maturity:

U.S. Government Agency

Collateralized mortgage
Mliggiigesacked securities - residential
Mortgage-backed securities -

eVHIBRIEAonds

Allowance for credit losses - securities held-to-

B&tufitles held-to maturity, net of allowance for credit
losses

Available-for-sale:

U.S. Government Agency

Collateralized mortgage
Miggaigesacked securities - residential
Mortgage-backed securities -
SRIRBRISIgecurities

Bank subordinated debt

ernpolieR bonds

Held-to-maturity:

U.S. Government Agency

u.s.

Tisirserdlized mortgage
niliggéigashacked securities - residential
Mortgage-backed securities -
commercial

Allowance for credit losses - securities held-to-

Ba¢Hbes held-to maturity, net of allowance for credit
losses

March 31, 2024

Amortized Unrealized Unrealized
Cost Gains Losses Fair Value
$ 17,168 g 25 g (1,644) g 15,549
130,533 1 (24,165) 106,369
62,734 - (12,397) 50,337
48,182 70 (6,550) 41,702
24,985 - (5,924) 19,061
28,622 471 (2,119) 26,974
$ 312,224 $ 567 $ (52,799) $ 259,992
$ 43439 g - 3 (5816) g 37,623
61,465 2 (8,336) 53,131
43,383 160 (4,930) 38,613
15,409 - (1,301) 14,108
9,354 - (673) 8,681
$ 173,050 $ 162 $ (21,056) $ 152,156
(12)
$ 173,038
December 31, 2023
Amortized Unrealized Unrealized
Cost Losses Fair Value
$ 9,664 $ = 53 (1,491)$ 8,173
103,645 - (23,039) 80,606
63,795 - (11,608) 52,187
49,212 56 (6,504) 42,764
25,005 - (5,667) 19,338
28,106 188 (2,033) 26,261
$ 279427 $ 244 $ (50,342 )% 229,329
$ 43,626 $ 2 g (5,322)g 38,306
62,735 - (7,983) 54,752
43,784 348 (4,533) 39,599
15,439 - (1,257) 14,182
9,398 - (727) 8,671
$ 174982 $ 350 $ (19,822 )3 155,510
()
$ 174974

During the quarter ended March 31, 2024 there were no investment securities that were transferred from available-for-
sale (“AFS”) to HTM. For the three months ended March 31, 2024, total amortization out of Additional Other Comprehensive
Income (“AOCI") for net unrealized losses on securities transferred in 2022 from AFS to HTM6Wakosand. The
unamortized net unrealized loss as of March 31, 2024, was $ 9.5 million.
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USCB FINANCIAL HOLDINGS, INC.
Notes to the Consolidated Financial Statements - Unaudited

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 months ended March 31, 2024 and 2023 (in thousands):

Three Months Ended March

Available-for-sale: 31,2024 2023

Proceeds from sale and call of securities $ -$ 8,617

Gross gains $ - $ 3

Gross losses - (24)
Net realized (loss) $ - $ (21)
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

March 31, 2024: Cost Fair Value Cost Fair Value

Due within one $ -3 - $ - $ -
PRAY after one year through five 2,722 2,863 9,354 8,681
PRI Sfter five years through ten 38,045 33,506 o o
R Sifter ten 12,840 9,666 - -
VE8ISGovernment Agency 17,168 15,549 43,439 37,623
Collateralized mortgage 130,533 106,369 61,465 53,131
Miggigesacked securities - residential 62,734 50,337 43,383 38,613
Mortgage-backed securities - 48,182 41,702 15,409 14,108
commercial $ 312224 $ 250992 $ 173050 $ 152,156

At March 31, 2024, there were no securities held in the portfolio from any one issuer in an amount greater than 10% of
total stockholders’ equity other than the U.S. Government and Government Agency securities. All the
nodlateigézetligations and mortgage-backed securities at March 31, 2024 and December 31, 2023 were issued by
spdBisored entities.

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):

March 31, 2024

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 $ 4,601 $ (19) $ 45,668 $ (8648) $ 50,269 $ (8,667)
Collateralized mortgage 26,015 (85) 131,005 (36,916 ) 157,020 (37,001)
nliggéigasacked securities - residential 8,043 (129) 80,907 (19,620) 88,950 (19,749)
Mortgage-backed securities - 15,004 (254) 38,777 (9,062) 53,781 (9,316)
sampRgigecurities - - 19,061 (5,924) 19,061 (5,924)
Bank subordinated debt 3,198 (159) 13,471 (1,960) 16,669 (2,119)
erfipbie® bonds - - 8,681 (387) 8,681 (387)

$ 56,861 $ (646) $ 337,570 $ (82517) $ 394,431 $ (83,163)
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USCB FINANCIAL HOLDINGS, INC.

Notes to the Consolidated Financial Statements - Unaudited

December 31, 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 $ = - 46,479 (8,043) 46,479 $  (8,043)
Collateralized mortgage - - 135,358 (35,566 ) 135,358 (35,566 )
Miiggigasacked securities - residential 5,290 (47) 83,484 (18,365) 88,774 (18,412)
Mortgage-backed securities - 20,292 (611) 33,083 (8,623) 53,375 (9,234)
SRIRBRISIdgecurities - - 19,338 (5,667) 19,338 (5,667)
Bank subordinated debt 8,600 (331) 12,287 (1,703) 20,887 (2,034)
erngoleR bonds - - 8,671 (406) 8,671 (406)

$ 34182 $ (989) $ 338700 $ (78373) $ 372882 $ (79.362)

The unrealized losses associated with $128.5 million of investment securities transferred from the AFS portfolio to the
HTM portfolio represent unrealized losses since the date of purchase, independent of the impact associated with changes
in the cost basis of the securities upon transfer between portfolios.

When evaluating AFS debt securities under ASC Topic 326, the Company has evaluated whether the decline in
valugais attributed to credit losses or other factors like interest rate risk, using both quantitative and qualitative
adlyieg, company performance analysis, review of credit ratings, remaining payment terms, prepayment speeds
andlysis of macro-economic conditions. Each investment is expected to recover its price depreciation over its holding period
as it moves to maturity and the Company has the intentand ability to hold these securities to maturity if necessary. As
eesult of this evaluation, the Company concluded that no allowance was required on AFS securities.

At March 31, 2024, the Company hadb7% million of unrealized losses on mortgage-backed securities
collateralized mortgage obligations of U.S. governmaentd sponsored entities having a fair value of304.3 million that were
attributable to a combination of factors, including relative changes in interest rates since the time of purchase.

At December 31, 2023, the Company hadb4$9 million of unrealized losses on mortgage backed securities
collateralized mortgage obligations of government spdnsored entities having a fair value 28#.% 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.
sporgEnredhmities. 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 these
sdebtity holdings 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 March 31, 2024, the Company does not intend to sell debt securities that are in an unrealized loss position and it is
more than likely not required to sell these securities before recovery of the amortized cost basis.

The Company maintains a master repurchase agreement with a public banking institution for up to29.0 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 March 31, 2024, the Company didnot 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
securiigsipfedged to the State of Florida at aratio d0% of the outstanding uninsured deposits for March 31, 2024 and
25% for December 31, 2023. The Bank must also maintain a minimum amount of pledged securities to be inthe
furidie program.

As of March 31, 2024, the Bank had a total of £49.6 million in deposits under the public funds program and pledged
to the State of Florida for these public funds were fifty-one bonds with an aggregate fair value of $ 137.0 million.

As of December 31, 2023, the Bank had a total of $68.4 million in deposits under the public funds program and pledged
to the State of Florida for these public funds were twenty-eight corporate bonds with an aggregate fair value of $86.9 million.

12 USCB Financial Holdings, Inc. Q1 2024 Form 10-Q



Table of Contents
USCB FINANCIAL HOLDINGS, INC.
Notes to the Consolidated Financial Statements - Unaudited

The Board of Governors of the Federal Reserve System, on March 12, 2023, announced the creation of a new
TermBaRknding Program (“BTFP”). The BTFP offers loans of up to one year in length to banks, savings associations, credit
unions, and other eligible depository institutions pledging U.S. Treasuries, U.S. agency debt and mortgage-
backdties, and other qualifying assets as collateral. These assets will be valued at par.

The Company had $ 80 million in borrowings under the BTFP program as of March 31, 2024, and had pledged $130.3
million in securities measured at par tothe Federal Reserve Bank of Atlanta for the BTFP prograffihe BTFP program
ceased making new loans as of March 2024.

3. LOANS

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

March 31, 2024 December 31, 2023
Percent Percent
Total of Total Total of Total
Residential Real Estate $ 237,906 131 % $ 204,419 115 %
Commercial Real Estate 1,057,800 58.2 % 1,047,593 58.8 %
Commercial and Industrial 228,045 125 % 219,757 124 %
Foreign 100,182 5.5 % 114,945 6.5 %
Banksmer and Other 194,325 10.7 % 191,930 10.8 %
Total gross loans 1,818,258 100.0 % 1,778,644 100.0 %
Plus: Deferred costs 2,938 2,183
Total loans net of deferred fees (costs) 1,821,196 1,780,827
Less: Allowance for credit 21,454 21,084
lo¥828 net loans $ 1,799,742 $ 1,759,743

At March 31, 2024 and December 31, 2023, the Company ha86%7 million and $34.2 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.

Allowance for Credit Losses

In general, the Company utilizes the Discounted Cash Flow (“DCF”) method or the Remaining Life
metlfdd@ By Jo estimate the quantitative portion of the ACL for loan pools. The DCF uses a loss driver analysis (‘LDA”) and
discounted cash flow analyses. Management engaged advisors and consultants with expertise in CECL model development
to assistin development of a loss driver analysis based on regression models and supportable forecast. Peer group data
obtained from FFIEC Call Report filings is usedto inform regression analyses to quantify the impact of reasonable
sapportable forecasts in projective models. Economic forecasts applied to regression models to estimate
pesaabifity loafn receivables use at least one of the following economic indicators: civilian unemployment rate (national), real
gross domestic product growth (national GDP) or the HPI. For each of the segmentsin which the WARM methodology
issed, the long-term average loss rate is calculated and applied on a quarterly basis for the remaining life of
Adjugtonénts 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@lgiggyes in international, national, regional, and local

~condltianges in nature and volume of

«portffianges in the volume and severity of past due loans and other similar
scon@itiongntration risk

« Changes in the value of underlying

«colldteeatffect of other external factors: e.g., competition, legal, and regulatory
srequieangets in lending management, among

others
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Changes in the ACL for the three months ended March 31, 2024 and 2023 were as follows (in thousands):

Commercial

Residential Commercial and Foreign Consumer

Real Estate _Real Estate Industrial Banks and Other Total
Three Months Ended March 31,
Bthning balance $ 2,695 $ 10,366 $ 3974 $ 911 $ 3,138 $ 21,084
Provision for credit @ 235 (64) 288 (117) 21 363
Ressseries - - 10 - 2 12
Charge-offs - - - - (5) (5)
Ending $ 2930 $ 10,302 $ 4272 $ 794 % 3,156 $ 21454

Balance

(1) Provision for credit losses excludes a 43 thousand charge due to unfunded commitments included in other liabilites and a 4
thousand charge related to investment securifies held to maturity.

Residential Commercial Commercial Foreign Consumer

Real Estate _Real Estate _and Industrial Banks and Other Total
Three Months Ended March 31,
B@ghning balance $ 1352 $ 10,143 $ 4,163 $ 720 $ 1,109 $ 17,487
Cumulative effect of adoption of
poocipiéry 1,238 1,105 (2,158) 23 858 1,066
Provision for credit @ 221 (795) 318 29 512 285
RRegsseries 8 - 44 - 2 54
Charge-offs - - - - (5) (5)
Ending $ 2819 $ 10,453 $ 2,367 $ 772 % 2476 $ 18,887
Balance

(1) Impact of CECL adoption on January 1,
?Qasrovision for credit losses excludes a 84 thousand release due to unfunded commitments included in other
$ liabilities.

At March 31, 2024, the ACL was $21.5 million compared to $ 21.1 million at December 31, 2023. The increase of $0.4
million was composed of a $363 thousand increase in the ACL for loan receivables due to loan growth and to net charge-
offs.

The Company had charge offs totaling $ 5 thousand for the quarter ended March 31, 2024 related to loans that were all
originated in 2024.

The Company had charge offs totaling $ 5 thousand for the quarter ended as of March 31, 2023 on loans that were all
originated in 2023.

The Federal Open Market Committee (“FOMC”) economic forecasts as of March 31, 2024, showed
improvataeaits 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 first quarter 2024.

Our ACL included residential loans. To assessthe potential impact of changes in qualitative factors related to
loantheseanagement performed a sensitivity analysis. The Company evaluated the impact of the HPI used in
eafmedatidglosses on the residential loan segment. As of March 31, 2024, for every 100 basis points increase in
theexjHe forecast reduces reserves by approximately $ 200 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.

As of March 31, 2024, we stress tested two qualitative factors in our commercial real estate loan pool, as it's the largest

segment in our portfolio. We evaluated the impact of a change in the qualitative factors from no risk to maximum loss
tneasure the sensitivity of the qualitative factors. The change from no risk to high risk resulted in &.1$million or 36.9%
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increase in the allowance for credit losses. This sensitivity analysis provides a hypothetical result to assess the sensitivity
of the ACL and does not represent a change in management’s judgement.

The ACL and the outstanding balances in the specified loan categories as of March 31, 2024 and December 31, 2023
are as follows (in thousands):

Residential Commercial Commercial Foreign Consumer
_Real Estate _Real Estate _and Industrial __Banks __and Other __ Total

March 31, 2024:

Allowance for credit

logsdigidually evaluated $ 47 $ -$ 7% -$ -$ 124
Collectively evaluated 2,883 10,302 4,195 794 3,156 21,330
Balances, end of $ 2,930 $ 10,302 $ 4272 $ 794 $ 3,156 $ 21,454
period

Loans:
Individually evaluated $ 6,934 $ - $ 805 $ -$ - $ 7,739
Collectively evaluated 230,972 1,057,800 227,240 100,182 194,325 1,810,519
Balances, end of $ 237,906 $ 1,057,800 $ 228,045 $ 100,182 $ 194,325 $ 1,818,258
period

December 31, 2023:

Allowance for credit

logs@igidually evaluated $ 145 $ -$ 128 $ - $ - $ 273
Collectively evaluated 2,550 10,366 3,846 911 3,138 20,811
Balances, end of $ 2,695 $ 10,366 $ 3974 $ 911 $ 3,138 $ 21,084
period

Loans:
Individually evaluated $ 6,994 $ -$ 1,668 $ -$ -$ 8,662
Collectively evaluated 197,425 1,047,593 218,089 114,945 191,930 1,769,982
Balances, end of $ 204,419 $ 1,047,593 $ 219,757 $ 114,945 $ 191,930 $ 1,778,644
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 March 31,

2024
Term Loans by Origination

Year
Revolving
2024 2023 2022 2021 2020 Prior Loans Total
Residential real estate
Pass $ 36,295 $ 43,716 $ 36,336 $ 26,194 $ 5,885 $ 80,670 $ 8,530 $ 237,626
Substandard - - - - - 280 - 280
Total 36,295 43,716 36,336 26,194 5,885 80,950 8,530 237,906
Commercial real estate
Pass 28,702 148,575 329,451 181,818 102,597 255,713 4,773 1,051,629
Substandard - - - 5,479 692 - - 6,171
Total 28,702 148,575 329,451 187,297 103,289 255,713 4,773 1,057,800
Commercial and
industrial
Pass 13,812 96,054 36,806 32,129 5,794 15,762 26,117 226,474
Substandard - - - 319 - 1,252 - 1,571
Total 13,812 96,054 36,806 32,448 5,794 17,014 26,117 228,045
Foreign banks
Pass 34,864 65,318 - - - - - 100,182
Total 34,864 65,318 - - - - - 100,182
Consumer and
(uthes
Pass 9,557 66,799 72,452 41,499 502 1,845 1,671 194,325
Substandard - - - - - - - -
Total 9,557 66,799 72,452 41,499 502 1,845 1,671 194,325
Total Loans
Pass 123,230 420,462 475,045 281,640 114,778 353,990 41,091 1,810,236
Special Mention - - = = = = = -
Substandard - - - 5,798 692 1,532 - 8,022
Doubtful - - - - - - - -
Total $ 1232308% 420462 $ 475045 $ 287438 $ 115470 $ 355522 $ 41,091 $ 1,818,258
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As of December 31,

2023

Term Loans by Origination

Year Revolving
2023 2022 2021 2020 2019 Prior Loans Total
Residential real estate
Pass $ 44365 $ 36325 $ 26,180 $ 6,080 $ 9325 $ 75654 $ 6,198 $ 204,127
Substandard - - - - 292 - - 292
Total 44,365 36,325 26,180 6,080 9,617 75,654 6,198 204,419
Commercial real estate
Pass 148,311 337,938 184,024 104,182 78,153 182,714 4,710 1,040,032
Substandard - - 6,867 694 - - - 7,561
Total 148,311 337,938 190,891 104,876 78,153 182,714 4,710 1,047,593
Commercial and
industrial
Pass 97,753 37,414 34,090 6,499 13,706 3,113 25,554 218,129
Substandard - - 330 - 1,298 - - 1,628
Total 97,753 37,414 34,420 6,499 15,004 3,113 25,554 219,757
Foreign banks
Pass 114,945 - - - - - = 114,945
Total 114,945 - - - - - - 114,945
Consumer and
(wthes
Pass 71,593 74,387 41,966 615 560 1,337 1,472 191,930
Total 71,593 74,387 41,966 615 560 1,337 1,472 191,930
Total Loans
Pass 476,967 486,064 286,260 117,376 101,744 262,818 37,934 1,769,163
Special Mention - - - - - - - -
Substandard - - 7,197 694 1,590 - - 9,481
Doubtful - - - - - - - -
Total $ 476967 $ 486,064 $ 293457 $ 118,070 $ 103,334 $ 262,818 $ 37,934 $ 1,778,644
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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 @otfgdamy 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 March 31, 2024
Bedember 31, 2023 (in thousands):

Accruing
Past Due
9Days or >
Past Due and Still Total
As of March 31, Current 3089 Days Accruing Accruing Non-Accrual _Total
R@2#ential real estate: Loans
Home equity line of credit and $ 548 $ - $ - $ 548 $ - $ 548
otheramily 183,825 6,022 - 189,847 = 189,847
csidRNEidential 43,452 4,059 - 47,511 - 47,511
227,825 10,081 - 237,906 - 237,906
Commercial real estate:
Land and construction 21,100 - - 21,100 - 21,100
Multi-family residential 211,813 - - 211,813 - 211,813
Condo 56,072 1,918 - 57,990 - 57,990
CRNHRIRIRI property 766,003 873 - 766,876 - 766,876
Leasehold 21 - - 21 - 21
improvements 1,055,009 2,791 - 1,057,800 - 1,057,800
Commercial and
indestitald 208,590 60 - 208,650 456 209,106
Unsecured 18,495 444 - 18,939 = 18,939
227,085 504 - 227,589 456 228,045
Foreign banks 100,182 - - 100,182 - 100,182
Consumer and 194,325 - - 194,325 - 194,325
other
Total $ 1,804,426 $ 13,376 $ - $ 1817802 $ 456 $ 1,818,258
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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@2R/ential real estate: Loans
Home equity line of credit and $ 559 $ - $ - $ 559 $ - $ 559
othgamily 155,842 711 - 156,553 = 156,553
EsidRNEidential 43,572 3,735 - 47,307 - 47,307
199,973 4,446 = 204,419 = 204,419
Commercial real estate:
Land and construction 33,710 - - 33,710 - 33,710
Multi-family residential 181,287 - - 181,287 - 181,287
Condo 58,106 - - 58,106 - 58,106
CURHRIRRI property 772,569 1,890 - 774,459 - 774,459
Leasehold 31 - - 31 - 31
improvements 1,045,703 1,890 - 1,047,593 - 1,047,593
Commercial and
industii@ld 200,235 29 - 200,264 468 200,732
Unsecured 19,025 - - 19,025 = 19,025
219,260 29 - 219,289 468 219,757
Foreign banks 114,945 - - 114,945 - 114,945
Consumer and 191,930 - - 191,930 - 191,930
other
Total $ 1771811 $ 6,365 $ - $ 1778176 $ 468 $ 1,778,644

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 March 31, 2024 (in thousands):

March 31, 2024

Nonaccrual Nonaccrual Loans
Loans With Loans With PasOver
No Related Total ays and
Rélaveshce Allowance Nmeruals Stiflccruing
Residential real estate $ - % - % - % -
Commercial real estate - - - -
Commercial and industrial - 456 456 =
Consumer and - - - -
other $ -8 456 $ 456 $ -
December 31, 2023
Nonaccrual Nonaccrual Loans
Loans With Loans With PasOver
No Related Total 3dys and
Rélaveahce Allowance Nweruals Stificcruing
Residential real estate $ - 8 - 3 - 3 =
Commercial real estate - - - -
Commercial and industrial - 468 468 -
Consumer and - - - -
other $ - $ 468 $ 468 $ =
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Accrued interest receivable is excluded from the estimate of credit losses. There waso interestincome recognized
attributable to non-accrual loans outstanding during the three months ended March 31, 2024 and 2023. Interest income on
these loans for the three months ended March 31, 2024 and 2023, would have been approximatelyd $housand and $2
thousand, respectively, had these loans performed in accordance with their original terms.

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 were collateral dependent
loans as of March 31, 2024, or as of December 31, 202 3.

Loan Modifications to Borrowers Experiencing Financial Difficulties

The following table presents newly restructured loans, by type of modification, which occurred during the three months
ended March 31, 2024 (in thousands):

Recorded Investment Prior to Recorded Investment After

nuMirification compination Total NurifRsificatiogo mpination Total

ofLoans Modifications Modifications _ofLoans Modifications Modifications
Residential real estate - $ - $ - - $ -3 -
Commercial real estate - - - - - R
Commercial and industrial 1 468 468 1 468 468
Consumer and - - - - - -
other 18 468 $ 468 19 468 $ 468

The Company had no new modifications and one new modification to borrowers experiencing financial difficulties for
the three months ended March 31, 2024. There were no existing loan modifications that subsequently defaulted during the
three months ended March 31, 2024. The Company did not have new modifications to borrowers experiencing
tiifioaiés and no loan modifications that subsequently defaulted during for the three months ended March 31, 2023.

4. INCOME TAXES

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

Three Months Ended March
312024 2023

Current:

Federal $ -3 -
State - -
Total current - -
Deferred:

Federal 1,114 1,472
State 312 409
Total deferred 1,426 1,881
Total tax $ 1,426 $ 1,881
expense
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The actual income tax expense for the three months ended March 31, 2024 and 2023 differs from the

expatariforythi@periods (computed by applying the U.S. federal corporate tax rate of 21% for both 2024 and 2023 to income

before provision for income taxes) as follows (in thousands):

Three Months Ended March

312024 2023
Federal taxes at statutory rate $ 1,268 $ 1,615
State income taxes, net of federal tax benefit 262 334
Bank owned life (104) (68)
Dthegnoet - -
Total tax $ 1,426 $ 1,881
expense

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

March 31, 2024 December 31, 2023

Deferred tax

assgatsperating $ 15,369 $ 16,430
Iesswance for credit 5,503 5,410
lasges liability 2,707 2,895
Unrealized losses on available for sale 15,638 15,114
BrRpéiRble property 130 203
Equity compensation 716 630
Accruals 52 382
Other, net 11 10

Deferred tax assets: 40,126 41,074

Deferred tax

liahitgiesd loan cost (745) (553)
Lease right of use (2,707) (2,895)
Befetred (140) (180)
CHRENBEwW (216) (85)
RASE net (69) (79)

Deferred tax (3,877) (3,792)

liabilities

Net deferred tax assets $ 36,249 $ 37,282

The Company has approximately $66.8 million of federal and $79.5 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

dpperttergeneration 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 2020.

For the three months ended March 31, 2024 and 2023, 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. Additionallyyo interest or penalties were

recorded as a result of tax uncertainties.
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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
Mar&ie®yy 2824 and December 31, 2023 (in thousands):

March 31, 2024 December 31, 2023
Commitments to grant loans and unfunded lines of $ 99,224 $ 85,117
stediiby and commercial letters of 3,274 3,987
cregihl $ 102,498 $ 89,104

Commitments to extend credit are agreements tolend toa customer as long as thereis no violation of any
estabtisdétim 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
perfgunamnieef dheustomer 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

As of March 31, 2024, the Company hadtwo interest rate swap agreements with a notional aggregate amount of $60
million that were designated as cash flow hedges of certificates of deposit. The interest rate swap agreements have
amerage maturity of 2.13 years, the weighted average fixed-rate paid 08.59%, and with the weighted average 3-month
compound SOFR being received.

As of December 31, 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 0f2.38 years, the weighted average fixed-rate paid 8f59%, with the weighted average 3-
compound SOFR being received. month

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
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As of March 31, 2024, 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 average maturity of
1.98 years, the weighted average fixed-rate paid 4s74%, with the weighted average 3-month compound SOFR
received. being

As of December 31, 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
matudtecdde?23 years, the weighted average fixed-rate paid is 4.74%, with the weighted average 3-month compound SOFR
being received.

The changes in fair value on these interest rate swaps are recorded in other assets or other liabilities
corregptindimg recognition in the assets being hedged.

Interest Rate Swaps

The Company enters into interest rate swaps with its loan customers. The Company had 25 and 20 interest rate swaps
with loan customers with an aggregate notional amount @&5.8 million and #6.5 milion at March 31, 2024 and
December 31, 2023, 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
eomipasy tleeprovide 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
f@rcounting 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
March 31, 2024:
Derivatives designated as cash flow hedges:
Interest rate swaps $ 50,000 $ - Other assets $ 852 $
Derivatives designated as hedging instruments:
Interest rate swaps $ 200,000 $ - Other liabilities $ - $ 1,005
Derivatives not designated as hedging instruments:
Interest rate swaps related to customer loans $ 65,768 $ 1,344 Other assets/Other liabilities $ 4941  $ 4,941
December 31, 2023:
Derivatives designated as cash flow hedges:
Interest rate swaps $ 50,000 $ - Other assets $ 334 $
Derivatives designated as fair value hedges:
Interest rate swaps $ 200,000 $ - Other liabilities $ -8 3,430
Derivatives not designated as hedging instruments:
Interest rate swaps related to customer loans $ 46,463 $ 1,326 Other assets/Other liabilities $ 4558 $ 4,558

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&thaltpues. 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
market conditions. If there has been a significant decrease inthe volume and level of activity for the asset or liability,
a
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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
depditién®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 in which the assets and liabilities are traded, and the reliability of
desumptions used to determine fair value.

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

entity haepthréirapility to access at the measurement date. Level 1 assets and liabilities generally include debt
aqdity 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
babgit,egrquoted prices in markets that are not active; or other inputs that are observable or can be
byrofiseratdnle 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
inetsenealise is determined using pricing models, discounted cash flow methodologies, or similar techniques,
aell 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 Lave! 2ref the hierarchy.
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The following table represents the Company's assets and liabilities measured at fair value on a recurring
Marttas§is, 2024 and December 31, 2023 for each of the fair value hierarchy levels (in thousands):

March 31, 2024 December 31, 2023
Levell Level2 Level3 Total Levell Level2 Level3 Total

Investment securities available for
sales. Government Agency $ -$ 15549 $ -$ 15549 $ -$ 8,173 $ -$ 8,173

Collateralized mortgage - 106,369 - 106,369 - 80,606 = 80,606

nlliggiigesacked securities - residential - 50,337 - 50,337 - 52,187 - 52,187

Mortgage-backed securities - - 41,702 - 41,702 - 42,764 = 42,764

MUmPRIgidecurities - 19,061 - 19,061 - 19,338 - 19,338

Bank subordinated debt - 26,974 - 26,974 - 26,261 = 26,261
Teegurities - 259,992 - 259,992 - 229,329 - 229,329
Derivative assets - 5,793 - 5,793 - 4,892 - 4,892
Total assets at fair $ -$ 265785 % -$ 265785 $ -$ 234221 % -$ 234221
b%'llﬂfative $ -$ 5,946 $ -$ 5946 $ -3 7,988 $ -$ 7,988
Tl'ailliﬁlibabilities at fair $ -$ 5,946 $ -3 5,946 $ -$ 7,988 $ -3 7,988
value

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 March 31, 2024 and December 31, 2023 (in thousands):

Fair Value
Carrying Hierarchy Fair Value
Amount Level 1 Level 2 Level 3 ___Amount
March 31, 2024:
Financial
Ag@ddand due from banks $ 9,601 $ 9,601 $ = o3 -$ 9,601
Interest-bearing deposits in $ 116,945 $ 116,945 $ - $ - $ 116,945
hasdement securities held to maturity, net $ 173,038 $ -8 152,156 $ - $ 152,156
Loans held for investment, $ 1,799,742 $ - $ - $ 1,763,399 $ 1,763,399
Agtrued interest $ 11,579 $ - $ 1,732 $ 9,847 $ 11,579
Fifgetvahlfabilities:
Demand deposits $ 576,626 $ 576,626 $ -$ - $ 576,626
Money market and savings accounts $ 1,141,422 $ 1,141,422 $ - $ - $ 1,141,422
Interest-bearing checking $ 57,839 $ 57,839 $ -$ -3 57,839
FRPRUAEP oSits $ 326,907 $ - $ - $ 325,215 $ 325,215
FHLB $ 162,000 $ -3 159,875 $ -$ 159,875
AdeanseInterest $ 2,477 $ -8 1,297 $ 1,180 $ 2,477
payable
December 31, 2023:
Financial
Ags@daand due from banks $ 8,019 $ 8,019 $ -3 - $ 8,019
Interest-bearing deposits in $ 33,043 $ 33,043 $ -$ - $ 33,043
havdetment securities held to maturity $ 174,974 $ - $ 155,510 $ - $ 155,510
Loans held for investment, $ 1,759,743 $ - $ - $ 1,723,210 $ 1,723,210
petrued interest $ 10,688 $ - $ 1,448 $ 9,240 $ 10,688
Fifeaedialeabilities:
Demand deposits $ 552,762 $ 552,762 $ - $ -3 552,762
Money market and savings accounts $ 1,048,272 $ 1,048,272 $ -3 - $ 1,048,272
Interest-bearing checking $ 47,702 $ 47,702 $ - $ - $ 47,702
FRPRUAEP osits $ 288,403 $ - $ - $ 287,104 $ 287,104
FHLB $ 183,000 $ -$ 182,282 $ -3 182,282
AdeANsE nterest $ 1,372 $ -$ 551 $ 821 $ 1,372
payable
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8. STOCKHOLDERS'’ EQUITY

Common Stock

In July 2021, the Bank completed the initial public offering of its Class A common stock, in which it issued and
4,6080000 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 valu@0%er share, and the Bank became
Company’s wholly owned subsidiary. the

In the Reorganization, each shareholder of the Bank received securities of the same class, having substantially
samtheesignations, rights, powers, preferences, qualifications, limitations and restrictions, as those thatthe shareholder
held in the Bank, 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.

During the first quarter 2024, the Company issued 52,753 shares of Class A common stock to employees as restricted
stock awards pursuant to the Company’s 2015 equity incentive plan . During the first quarter 2023, the Company
EBUB27 shares of Class A common stock to employees and directors as restricted stock awards pursuant to the Company’s
2015 equity incentive plan.

During the three months ended March 31, 2024, the Company repurchased 7,100 shares of Class A common stock at
a weighted average price per share of $ 11.15. The aggregate purchase price for these transactions was approximately $ 79
thousand, including transaction costs. These repurchases were made pursuant to the Company’'s publicly
sxaehesd program. As of March 31, 2024, 72,980 shares remained authorized for repurchase under this program. During
the three months ended March 31, 2023, the Company repurchased500,000 shares of Class A common stock at a weighted
average price per share of $11.74. The aggregate purchase price for these transactions was approximately %9 million,
including transaction costs.

See Note 11, Subsequent Events, for information regarding the new share repurchase program declared in April 2024.

Shares of the Company’s Class A common stock issued and outstanding as of March 31, 2024 and December 31, 2023
were 19,650,463 and 19,575,435, respectively.

Dividends

Declaration of dividends by the Board is required before dividend payments are made. The Company is limited in the
amount of cash dividends thatit may pay. Paymentof dividendsis generally limited tothe Company's netincome of
therent year combined with the Company’s retained income for the preceding two years, as defined by state
hegkisgpns. However, for any dividend declaration, the Company must consider additional factors such as the amount of
current period net income, liquidity, asset quality, capital adequacy and economic conditions at the Bank since the Bank is
the primary source of funds to fund dividends by the Company. Itis likely that these factors would further limit the amount
of dividends which the Company could declare. In addition, bank regulators have the authority to prohibit banks from paying
dividends if they deem such payment to be an unsafe or unsound practice.

OnJanuary 29, 2024, the Company announced that its Board of Directors approved acash dividend program.
quart&He dividend for the first quarter of 2024 was $.05 per share of Class A common stock, paid on March 5, 2024, to
stockholders of record as of the close of business on February 15, 2024. Total amount paid to shareholders in dividends on
February 15, 2024 was $1.0 million. No dividends were declared by the Board for the stockholders for the quarter ended
March 31, 2023.

See Note 11, Subsequent Events, for information regarding dividends declared in April 2024.
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The following table details the dividends declared and paid by the Company in the three months ended March 31, 2024:

Declaration Date Record Date Payment Date Dividend Per Dividend
January 19, 2024 February 15, 2024 March 5, 2024 $ Share 0.05 $ Amouoillion

The Company and the Bank exceeded all regulatory capital requirements and remained above “well-
guidedipgalized’of March 31, 2024 and December 31, 2023. At March 31, 2024, the total risk-based capital ratios
Gompla@y and the Bank were 12.98% and 12.89%, respectively.

9. EARNINGS PER SHARE

Earnings per share (“EPS”) for common stock is calculated using the two-class method required for
sec\péitisi2eisig 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
sbamewoutstanding 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 months ended
March 31, 2024 and 2023 (in thousands):

Three Months Ended March
31, 2024 2023
Net $ 4612 $ 5,809
INgABcome available to common $ 4,612 $ 5,809
shareholders
The following table reflects the calculation of basic and diluted earnings per common share class for the three months
ended March 31, 2024 and 2023 (in thousands, except per share amounts):

Three Months Ended March

31,2024 2023
Class A Class A
Basic EPS
Numerator:

Net income available to common shares $ 4,612 $ 5,809
Denominator:

Weighted average shares 19,633,330 19,855,409
ERHINRYIRSF share, $ 0.23 $ 0.29
basic
Diluted EPS
Numerator:

Net income available to common $ 4612 $ 5,809
Deharamator:

Weighted average shares outstanding for basic 19,633,330 19,855,409

BB& Dilutive effects of assumed exercises of stock 64,928 85,197

W%E'Iﬁed avg. shares including dilutive potential common 19,698,258 19,940,606
E&hWig§s per share, $ 023 $ 0.29
diluted
Anti-dilutive stock options excluded from diluted 502,500 572,500
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.
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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.

11. SUBSEQUENT EVENTS

Dividends

On April 23, 2024, the Company announced that its Board of Directors declared its second quarterly cash dividend. The
quarterly dividend for the second quarter of 2024 was $.05 per share of Class A common stock and will be paid on June
5, 2024, to stockholders of record as of the close of business on May 15, 2024.

Share Repurchase Program

On April 22, 2024, the Board of Directors approved a new share repurchase program of up to 500,000 shares of Class
A common stock or approximately2.5% of the Company’s issued and outstanding shares of common stock. Under
repurchase program, the Company mayhgurchase shares of Class A common stock on a discretionary basis from time
tme through open market repurchases, privately negotiated transactions, or other means. The repurchase program has no
expiration date and may be modified, suspended, or terminated at any time. The new repurchase program will commence
upon completion of the Company’s current repurchase program. Repurchases under this new program will be funded from
the Company’s existing cash and cash equivalents or future cash flow. As of April 22, 52@280 shares remain
authorized for repurchase under the Company’s share repurchase programs.
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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, as of and for the three months
ended March 31, 2024. This discussion and analysis is best read in conjunction with the unaudited consolidated financial
statements and related notes included in this Quarterly Report on Form 10-Q (“Form 10-Q”) and the audited consolidated
financial statements and related notes included in the Annual Report on Form 10-K (“2023 Form 10-K”) filed with
Becurities and Exchange Commission (“SEC”) for the year ended December 31, 2023.

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 in Part Il hereof and in the 2023
Form 10-K filed with the SEC which is available at the SEC’s website www.sec.gov.

‘our,

Throughout this document, references to ‘“we,
Holdings, Inc.

us, and ‘the Company” generally refer to USCB Financial

Forward-Looking Statements

This Form 10 -Q contains statements that are not historical in nature 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. The words “may,” “will,” “anticipate,” “could,” “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 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.

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

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

sindusieyaccuracy 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

sproamgsasility 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

deplsgiisiative 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")

« diendack; 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
panindcial real estate;

« the effects of climate

schatfgeroncentration of ownership of our common

stodkyctuations in the price of our common

sstoatyr 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

«  adbisitidngerest rate, unemployment rate, market and monetary

fluciugimcts; of international hostilities and geopolitical

seveitisreased 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

emglyedfectiveness of our risk management strategies, including operational risks, including, but not limited to, client,

emmoyiied-party fraud and security breaches;

«  afiter risks described in this Form 10-Q, the 2023 Form 10-K and other filings we make with the

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
forward-looking statements. Further, forward-looking statements included in this quarterly reporton Form 10-Q are made
only asof the date hereof, and we undertake no obligation to update or revise any forward -looking statement to
eaftent or circumstances after the date on which the statement is made or to reflect the occurrence of unanticipated events,
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unless required to do so under the federal securities laws. You should also review the risk factors described in the Annual
Report on Form 10-K and in the reports the Company filed or will file with the SEC.

Overview

The Company reported net income of $4.6 million or $0.23 per diluted share of common stock for the three months
ended March 31, 2024 compared to $5.8 million or $0.29 per diluted share of common stock for the three months ended
March 31, 2023.

On January 29, 2024, the Company’s Board of Directors declared a cash dividend of $0.05 per share of the Company’s
Class A common stock. The Dividend was declared in conjunction with the adoption of a cash dividend program.
diividend was paid on March 5, 2024 to shareholders of record at the close of business on February 15, 2023. The aggregate
amount distributed in connection with this dividend was $1.0 million. Additionally, the Company’s Board of Directors declared
a cash dividend of $0.05 per share of the Company’s Class A common stock on April 22, 2024. The dividend will be paid on
June 5, 2024 to shareholders of record at the close of business on May 15, 2024.

7,100 shares of Class A common stock were repurchased at a weighted average price per share of $11.15 during the
first quarter 2024. These repurchases were made pursuant to the Company’s publicly announced repurchase program. As
of March 31, 2024, 72,980 shares remained authorized for repurchase under this program.

On April 22, 2024, the Board of Directors approved a new share repurchase program of up to 500,000 shares of Class
A common stock or approximately 2.5% of the Company’'s issued and outstanding shares of common stock. Under the
repurchase program, the Company may purchase shares of Class A common stock on a discretionary basis from time to
time through open market repurchases, privately negotiated transactions, or other means. The repurchase program has no
expiration date and may be modified, suspended, or terminated at any time. The new repurchase program will commence
upon completion of the current repurchase program. Repurchases under the new program will be funded from
tempany’s existing cash and cash equivalents or future cash flow. As of April 22, 2024, 572,980 shares remain authorized
for repurchase under the Company’s share repurchase programs.

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 ended March 31,
2024 compared to the quarter ended March 31, 2023 and as of March 31, 2024 compared to December 31, 2023, and
annualized where appropriate:

*  Netinterest income for the three months ended March 31, 2024 decreased $839 thousand or 5.2% to $15.2 million from
$16rillion for the quarter ended March 31,

2023.
* Netinterest margin (“NIM”) was 2.62% for the three months ended March 31,2024 compared to 3.22% for the three
morehgded March 31,

2023.
«  Total assets were $2.5 billion at March 31, 2024, representing an increase of $325.3 million or 15.0% from March 31, 2023
andan increase of $150.0 million or 25.7% annualized from December 31,

2023.
. Total loans were $1.8 billion at March 31, 2024, representing an increase of $240.8 million or 15.2% from March 31, 2023
andan increase of $40.4 million or 9.1% annualized from December 31,

2023.
* Total deposits were $2.1 billion at March 31, 2024, representing an increase of $272.3 million or 14.9% from March 31,
202and an increase of $165.7 million or 34.4% annualized from December 31, 2023.

* Annualized return on average assets for the quarter ended March 31, 2024 was 0.76% compared to 1.11% for the quarter
endbtarch 31, 2023.

« Annualized return on average stockholders’ equity for the quarter ended March 31, 2024 was 9.61% compared to 12.85%
for quarter ended March 31, 2023.

« The ACL to total loans was 1.18% at both March 31, 2024 and December 31, 2023.
«  Non-performing loans to total loans was 0.03% at both March 31, 2024 and December 31, 2023.

. At March 31, 2024, the total risk-based capital ratios for the Company and the Bank were 12.98% and 12.89%,
respectively.
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* Tangible book value per common share (a non-GAAP financial measurement) of $9.92 as of March 31, 2024 was
negaffeshed by $2.31 due to accumulated comprehensive loss of $45.4 million at March 31, 2024. At March 31, 2023, tangible
balie of $9.37 per common share was negatively affected by $2.14 due to $42.1 million accumulated other comprehensive
Bss. “Reconciliation and Management Explanation for Non-GAAP Financial Measures” for a reconciliation of this non-GAAP
financial measure.

Critical Accounting Policies and Estimates

The consolidated financial statements are prepared based on the application of U.S. GAAP, the most significant
whiabf are described in Note 1 “Summary of Significant Accounting Policies” in the Company's 2023 Form 10-K
ghdmmary of Significant Accounting Policies” in Part | in this Form 10-Q . 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
fimancial statements. In particular, management has identified accounting policies that, due to the estimates, assumptions
and judgments inherent in those policies, are critical to an understanding of our financial statements. Management has
presented the application of these policies to the Audit and Risk Committee of our Board of Directors.

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
Pyréomageerformance 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.

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):

March 31, 2024 December 31, 2023

Consolidated Balance

Sheets: assets $ 2,489,142 $ 2,339,093
Total loans®) $ 1,821,196 $ 1,780,827
Total deposits $ 2,102,794 $ 1,937,139
Total stockholders' equity $ 195,011 $ 191,968

(1) Loan amounts include deferred costs.
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Three Months Ended March

31, 2024 2023
Consolidated Statements of
OReratiensst income before provision for credit $ 15,158 $ 15,997
Insegs non-interest income $ 2,464 $ 2,070
Total non-interest $ 11,174 $ 10,176
RERENEEMe $ 4,612 $ 5,809
Profitability:
Efficiency 63.41% 56.32%
Ndiointerest 2.62% 3.22%
margin

The Company’'s results of operations depend substantially on the levels of our 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 March 31, 2024 compared to the three months ended March 31, 2023

During the three months ended March 31, 2024, total interest income increased $8.5 million compared to the same
period in 2023. However, this positive trend was offsetby a $9.3 million increase intotal interest expense dueto higher
weighted average deposit costs and borrowing costs. Consequently, net income decreased $1.2 million to $4.6 million for
the three months ended March 31, 2024 compared to the three months ended March 31, 2023.

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, (i) 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
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-
liabiltéesjrap 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 yields earned on assets, and average
costs of liabilities for the periods indicated (dollars in thousands):

Three Months Ended March 31,

2024 2023
Average ® Average®
Balance Interest Yield/Rate @ Balance Interest Yield/Rate @
Assets
Interest-earning assets:
Loans @ $ 1781528 $ 26,643 6.01% $ 1,547,393 $ 19,711 5.17%
Investment securities® 419,989 2,811 2.69% 421,717 2,286 2.20%
Other interest-earnings assets 125,244 1,433 4.60% 43,084 382 3.60%
Total interest-earning assets 2,326,761 30,887 5.34% 2,012,194 22,379 4.51%
Non-interest-earning assets 109,342 108,024
Total assets $ 2,436,103 $ 2,120,218
Liabilities and stockholders' equity i i
Interest-bearing liabilities:
Interest-bearing checking $ 53,344 369 2.78% $ 58,087 43 0.30%
Saving and money market deposits 1,097,575 10,394 3.81% 897,061 4,785 2.16%
Time deposits 322912 3.294 4.10% 224,730 1,057 1.91%
Total interest-bearing deposits 1,473,831 14,057 3.84% 1,179,878 5,885 2.02%
FHLB advances and other borrowings 164,187 1,672 4.10% 61,600 497 3.27%
Total interest-bearing liabilities 1,638,018 15,729 3.86% 1,241,478 6,382 2.08%
Non-interest-bearing demand deposits 574,760 664,369
Other non-interest-bearing liabilities 30,233 31,000
Total liabilities 2,243,011 1,936,847
Stockholders' equity 193,092 183,371
Total liabilities and stockholders' equity $ 2,436,103 $ 2,120,218
Net interest income $ 15,158 $ 15,997
Net interest spread® 1.48% 2.43%
Net interest margin® 2.62% 3.22%
(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.

Three months ended March 31, 2024 compared to the three months ended March 31, 2023

Net interest income before the provision for credit losses was $15.2 million for the three months ended March 31, 2024,
a decrease of $839 thousand or 5.2%, from $16.0 milion for the same period in 2023. The decrease was
ptiritartble to the $9.3 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 2.62% for the quarter ended March 31, 2024 and 3.22% for the same period in 2023.
incrédses in loan yields as well as yields on other interest-earning assets was offset by higher deposit and borrowing costs.

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 credit losses. The provision for credit
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.
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Three months ended March 31, 2024 compared to the three months ended March 31, 2023

The provision for credit loss was $410 thousand for the three months ended March 31, 2024 compared to $201 thousand
for the same period in 2023. Growth in the loan portfolio was the primary driver of the increase inthe provision expense
during the three months ended March 31, 2024.
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 March

31, 2024 2023
Service fees $ 1,651 $ 1,205
Gain (loss) on sale of securities available for sale, - (21)
@&fin on sale of loans held for sale, 67 347
Qeher non-interest income 746 539
Total non-interest income $ 2,464 $ 2,070

Three months ended March 31, 2024 compared to the three months ended March 31, 2023

Non-interest income for the three months ended March 31, 2024 increased $394 thousand or 19.0%, compared to the
same period in 2023. This increase was primarily driven by growth in service fees from a larger deposit portfolio and an
increase in wire and treasury management fees.
Non-Interest Expense

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

Three Months Ended March

31, 2024 2023

Salaries and employee benefits $ 6,310 $ 6,377
Occupancy 1,314 1,299
Regulatory assessment and fees 433 224
Consulting and legal 592 358
feesvork and information technology 507 478
ERAGERPerating 2,018 1,440

Total non-interest $ 11,174 $ 10,176

expense
Three months ended March 31, 2024 compared to the three months ended March 31, 2023

Non-interest expense for the three  months ended March 31, 2024 increased $998 thousand or 9.8%, compared to the
same period in 2023. The increase was primarily driven by an increase in other operating expenses of $578 thousand due
to $199 thousand increase in internal and external audit expense, $70 thousand increase in miscellaneous expense, and
$97 thousand increase in force-placed insurance expense (this expense will eventually be reimbursed by customers).
Additionally, consulting and legal fees increased $234 thousand due to legal expenses and regulatory assessment and fees
increased $209 thousand mostly due to FDIC deposit insurance as our deposit portfolio grew.

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.
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Three months ended March 31, 2024 compared to the three months ended March 31, 2023

Income tax expense for the quarter ended March 31, 2024 was $1.4 million as compared to $1.9 million for the same
period in 2023. The effective tax rate for the three months ended March 31, 2024 was 23.6% compared to 24.5% for the
same period in 2023.

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

Analysis of Financial Condition

Total assets at March 31, 2024 were $2.49 billion, an increase of $150.0 million, or 25.8% annualized, over total assets
of $2.34 billion at December 31, 2023. Total loans, net of unearned fees/cost, increased $40.4 million, or 9.1% annualized,
to $1.82 billion at March 31, 2024 compared to $1.78 billion at December 31, 2023. Total deposits increased by $165.7
million, or 34.4% annualized, to $2.10 billion at March 31, 2024 compared to $1.94 billion December 31, 2023.

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
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 Committee (“ALCO”). The portfolio of investments also can be used to modify the duration of
trdance 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.

When evaluating AFS debt securities under ASC Topic 326, the Company evaluates 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 unrealized loss position over its holding period as
it approaches to maturity and the Company has the intent and ability to hold these securities to maturity until recovery. As
a result of this evaluation, the Company concluded that no allowance was required on AFS securities as of March 31, 2024.

AFS and HTM investment securities increased $28.7 million, or 28.6% annualized, to $433.0 million at March 31, 2024
from $404.3 million at December 31, 2023. 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 accordingto the ALM policy. As of March 31, 2024, investment securities with a
market value of $244.4 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):

March 31, 2024 December 31, 2023
Amortized Amortized
Available-for-sale: Cost Fair Value Cost Fair Value
U.S. Government Agency $ 17,168 $ 15,549 $ 9,664 $ 8,173
Collateralized mortgage 130,533 106,369 103,645 80,606
nhliggligasacked securities - residential 62,734 50,337 63,795 52,187
Mortgage-backed securities - 48,182 41,702 49,212 42,764
SAMBRgigecurities 24,985 19,061 25,005 19,338
Bank subordinated debt 28,622 26,974 28.106 26,261
FEEUIES $ 312224 $ 259,992 $ 279,427 $ 229,329
Held-to-maturity:
U.S. Government Agency $ 43,439 $ 37,623 $ 43,626 $ 38,306
Collateralized mortgage 61,465 53,131 62,735 54,752
Miggaigesacked securities - residential 43,383 38,613 43,784 39,599
Mortgage-backed securities - 15,409 14,108 15,439 14,182
CUipBRiGdbonds 9.354 8,681 9,398 8,671
$ 173,050_ $ 152,156_ $ 174,982‘ $ 155’510,
Allowance for credit losses - securities held-to- 12)
S@turities held-to maturity, net of allowance for credit $ 173,038
losses -

The following table shows the weighted average yields, categorized by contractual maturity, for investment securities
as of March 31, 2024 (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%$% 3,106 4.03%$ 14,062 3.66%%$ 17,168 3.73%
BgfaRfalized mortgage obligations - 0.00% - 0.00% - 0.00% 130,533 2.30% 130,533  2.30%
MBS - residential - 0.00% - 0.00% - 0.00% 62,734 1.87% 62,734 1.87%
MBS - commercial - 0.00% - 0.00% - 0.00% 48,182 3.35% 48,182 3.35%
Municipal securities - 0.00% - 0.00% 20,733 1.72% 4,252 1.86% 24,985 1.74%
Bank subordinated debt securities - 0.00% 5,561 7.18% 21,272 5.14% - 0.00% 26,834 557%
Corporate bonds - 0.00% - 0.00% 1,788 6.41% - 0.00% 1,788 6.41%
$ = $ 5,561 $ 46,899 $ 259,763 $ 312,224 2.71%
Held-to-maturity:
U.S. Government $ = 0.00%$ 7,933 1.02%$ 20,143 1.45%$ 15,363 2.03%$ 43,439 1.58%
BpRagtalized mortgage obligations - 0.00% - 0.00% - 0.00% 61,465  1.66% 61,465  1.66%
MBS - residential - 0.00% 4,410 1.85% 5,908 1.74% 33,066 2.41% 43,383 2.27%
MBS - commercial - 0.00% 3,069 1.62% - 0.00% 12,340 2.62% 15,409 2.42%
Corporate bonds - 0.00% 9,354 2.80% - 0.00% - 0.00% 9,354 2.80%
$ - $ 24766 $ 26,050 $ 122234 $ 173,050 1.92%
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 greater 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):

March 31, 2024 December 31, 2023
Percent Percent
Total of Total Total of Total
Residential Real Estate $ 237,906 131% $ 204,419 11.5%
Commercial Real Estate 1,057,800 58.2 % 1,047,593 58.8 %
Commercial and Industrial 228,045 125 % 219,757 124 %
Foreign 100,182 5.5 % 114,945 6.5 %
Banksmer and Other 194,325 10.7 % 191,930 10.8 %
Total gross loans 1,818,258 100.0 % 1,778,644 100.0 %
Plus: Deferred costs 2,938 2,183
Total loans net of deferred fees (costs) 1,821,196 1,780,827
Less: Allowance for credit 21,454 21,084
03828l net loans $ 1,799,742 $ 1,759,743

Total loans, net of unearned cost, increased by $40.4 million, or 9.1% annualized to $1.82 billion, at March 31, 2024
compared to December 31, 2023. The residential real estate loan segment had the most significant growth.

Our loan portfolio continues to grow, with commercial real estate lending as the primary focus which
appriexiresaijesisy of the total gross loan portfolio as of March 31, 2024. 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, our loan 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 March 31,
2024 (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 $ 5,006 $ 42,647 $ 74,664 $ 115,589 $ 237,906

Commercial Real Estate 105,181 200,845 745,043 6,731 1,057,800

Commercial and Industrial 13,458 47,095 122,945 44,547 228,045

Foreign 100,182 - - - 100,182

Banksimer and Other 1,623 3,511 10,711 178,480 194,325

Total gross loans $ 225,450 $ 294,098 $ 953,363 $ 345,347 $ 1,818,258
Interest rate sensitivity:

Fixed interest $ 180,206 $ 161,021 $ 187,337 $ 237,934 $ 766,498

FtRSing or adjustable rates 45,244 133,077 766,026 107,413 1,051,760

Total gross loans $ 225,450 $ 294,098 $ 953,363 $ 345347 $ 1,818,258

The information presented in the table above is based upon the 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 March 31, 2024, approximately 58% of the loans have adjustable/variable rates and 42% of the loans have fixed
rates. The adjustable/variable rate loans re-price to different benchmarks and tenors in different periods of time.
Bontractual 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):

March 31, 2024

Pass Special Mention _ Substandard Doubtful Total
Residential Real Estate $ 237,626 $ -3 280 $ -3 237,906
Commercial Real Estate 1,051,629 - 6,171 - 1,057,800
Commercial and Industrial 226,474 - 1,571 - 228,045
Foreign 100,182 - - - 100,182
Banksmer and Other 194,325 - - - 194,325
$ 1,810,236 $ -3 8,022 $ -3 1,818,258

December 31, 2023

Pass Special Mention _ Substandard Doubtful Total
Residential Real Estate $ 204,127 $ -$ 292 $ -3 204,419
Commercial Real Estate 1,040,032 - 7,561 - 1,047,593
Commercial and Industrial 218,129 - 1,628 - 219,757
Foreign 114,945 - - - 114,945
Banksmer and Other 191,930 - - - 191,930
$ 1,769,163 $ -3 9,481 $ -3 1,778,644
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Non-Performing Assets

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

March 31, 2024 December 31, 2023

Total non-performing loans $ 456 $ 468
Other real estate - -
ownestal non-performing assets $ 456 $ 468
Asset quality ratios:

Allowance for credit losses to total 1.18% 1.18%

Imgwance for credit losses to non-performing 4,705% 4,505%

lgAperforming loans to total loans 0.03% 0.03%

Non-performing assets include all loans categorized as non-accrual or restructured, other real estate owned (“OREQ”)
and other repossessed assets. Problem loans for which the collection or liquidation in full is reasonably 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
or interest 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 consecutive 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 borrower’'s ability to repay in
accordance with the original terms of the loan orline of credit. The concessions are given to the 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
The ACL represents an amount that, in management's evaluation, is adequate to provide coverage for all expected
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” in Item 1 of Part 1 of this Form 10-Q for more information on the ACL.
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The following table presents ACL and net charge-offs to average loans by type for the periods indicated (in thousands):

Three Months Ended March 31,
Bthning balance

Provision for credit @
[Re88Geries

Charge-offs

Ending

Balance

Average loans

Net charge-offs to average
loan.

Commercial
Residential Commercial and Foreign Consumer

Real Estate _ Real Estate Industrial Banks and Other Total
$ 2695 $ 10,366 $ 3974 $ 911 $ 3,138 $ 21,084
235 (64) 288 (117) 21 363
- - 10 - 2 12
. o - - (5) (5)
$ 2930 $ 10,302 $ 4272 $ 794 3 3,156 $ 21,454
$ 217,117 $ 1,048870 $ 221,804 $ 102,150 $ 191,587 $ 1,781,528
0.00% 0.00% (0.02)% 0.00% 0.01% 0.00%

(1) Provision for credit losses excludes a $43 thousand charge due to unfunded commitments included in other liabilities and a
#busand charge related to investment securities held to maturity.

Three Months Ended March 31,
BO*hning balance
Cumulative effect of adoption
atcounting principle
Provision for credit @
IREEBSeries

Charge-offs

Ending

Balance

Average loans

Net charge-offs to average
loans

Commercial
Residential Commercial and Foreign Consumer

Real Estate _Real Estate Industrial Banks and Other Total
$ 1352 $ 10,143 $ 4,163 $ 720 $ 1,109 $ 17,487
1,238 1,105 (2,158) 23 858 1,066
221 (795) 318 29 512 285
8 - 44 - 2 54
- - - - (5) (5)
$ 2819 $ 10,453 $ 2,367 $ 772 $ 2476 $ 18,887
$ 194355 $ 964,682 $ 158,509 $ 89,020 $ 140,826 $ 1,547,392
(0.02)% 0.00% (0.11)% 0.00% 0.01% (0.01)%

(1) Impact of CECL adoption on January 1,
2B23rovision for credit losses excludes a $84 thousand release due to unfunded commitments included in other

liabilities

Bank-Owned Life Insurance

As of March 31, 2024, the combined cash surrender value of all bank-owned life insurance (“BOLI") policies was $52.2
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.

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.
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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 March

2024 31, 2023
Average Rate Average Rate
Average Balance Paid Average Balance Paid
Non-interest-bearing $ 574,760 0.00% $ 664,369 0.00%
fesksibearing 53,344 2.78% 58,087 0.30%
Meegnarket and savings deposits 1,097,575 3.81% 897,061 2.16%
Time deposits 322,912 4.10% 224,730 1.91%
Total $ 2,048,591 2.76% $ 1,844,247 1.29%

The Company has a granular deposit portfolio with outstanding balances comprised of 52% in commercial deposits,
32% personal deposits, 12% public funds (which are partially collateralized) and 4% brokered deposits. Brokered deposits
balance at March 31, 2024 was $90.1 million and there were no brokered deposits at March 31, 2023.

The Company has approximately 21 thousand deposit accounts with the majority in personal accounts, approximately
13 thousand or 62.9%. The estimated average account size of our deposit portfolio is approximately $103 thousand as of
March 31, 2024.

The uninsured deposits are estimated based on the FDIC deposit insurance limit of $250 thousand for all
accalepesit the Company per account holder. The total estimated amount of uninsured deposits was 55% at March 31,
2024 and 56% at March 31, 2023. The Company offers Insured Cash Sweep (“ICS”") and Certificate @éposit Account
Registry Service (“CDARS") deposit products to fully insure our clients. The deposit balance in ICS/CDARS at quarter end
was $144.1 million and $35.7 million at March 31, 2023.

The following table shows scheduled maturities of uninsured time deposits as of March 31, 2024 (in thousands):

March 31, 2024

Three months or $ 23,229
Bger three through six 17,772
mosithsx though twelve 41,918
oosihwelve 2,393
months $ 85,312

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 March 31, 2024 escrow balances totaled $7.8 million compared to $2.3 million at December 31, 2023.
Borrowings

As a member of the FHLB of Atlanta, we are eligible to obtain advances with various terms and conditions.
acceHsibility 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 March 31, 2024, we had $82.0 million of fixed-rate advances outstanding from the FHLB with a weighted average
rate of 3.19%. Maturity dates for the advances range between 2024 to 2028 as detailed in the table below.
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The following table presents the FHLB advances as of March 31, 2024 (in thousands):

Interest Rate Type of Maturity Date Amount
1.04% Rateixed 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
$ 82,000

As of March 31, 2024, we had a $80.0 million fixed-rate loan outstanding from the FRBissued pursuantto the Bank
Term Funding Program with an interest rate of 4.81% and a maturity date of January 10, 2025.

We have also established Federal Funds lines of credit with our upstream correspondent banks and the FRB Atlanta
Discount Window to manage temporary fluctuations in our daily cash balances. As of March 31, 2024, there were
oatstanding 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 credit and collateral policies in making these credit
commitments than we do for on-balance sheetitems. We are not aware of any accounting loss to 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
welatedtments outstanding as of the dates indicated (in thousands ):

March 31, 2024 December 31, 2023
Commitments to grant loans and unfunded lines of $ 99,224 $ 85,117
oteditiby and commercial letters of 3,274 3,987
creghl $ 102,498 $ 89,104

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.

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.
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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 Interest Rate Risk (“IRR”) 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 interestrates, 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
esiagssnent strategies and client expected behavior.

To have a more complete picture of IRR, the Company also evaluates the economic value of equity (“EVE”).
asseBsisent allows us to measure the degree to which the economic values will change under different interest
saenarios (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 March 31, 2024, we had an asset sensitive balance sheet both for year one and
year two modeling, using the 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 customer 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 March 31,2024, our balance sheet is asset sensitive for both year one and year two
under interest static rate scenarios (an increase or decrease of 400 basis points). This means thanif 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
the difference between the economic value of our assets and the economic value of our liabilities, which is a proxy for our
liquidation 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.

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
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sources used to meet them, depend significantly on our business mix, balance sheet structure and composition,
qreity 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 toincreased 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,
repayr@ent 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, and draws from the 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.

Capital Adequacy

As of March 31, 2024, the Bank was well capitalized under the FDIC’s prompt corrective action framework. We also
follow the capital conservation buffer framework, and as of March 31, 2024, 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 atthe
fieated (in thousands, except ratios).

To be Well
Minimum Capital UGdpitRlieetht
Actual Requirements Corvectiime
Amount Ratio Amount Ratio AnRsgMtsions  Ratio
March 31, 2024
Total risk-based capital $ 240,055 1289 % $ 148,997 800% $ 186,247 10.00 %
Tier 1 risk-based capital $ 218,174 11.71% $ 111,748 6.00% $ 148,997 8.00 %
Common equity tier 1 capital $ 218,174 1171 % $ 83,811 450% $ 121,060 6.50 %
Leverage $ 218,174 884% $ 98,695 4.00% $ 123,368 5.00 %
ratio
December 31, 2023:
Total risk-based capital $ 233,109 12.65% $ 147,432 8.00% $ 184,290 10.00 %
Tier 1 risk-based capital $ 211,645 1148 % $ 110,574 6.00% $ 147,432 8.00 %
Common equity tier 1 capital $ 211,645 11.48% $ 82,931 450 % $ 119,789 6.50 %
Leverage $ 211,645 9.17% $ 92,328 4.00% $ 115,410 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.
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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
azpecisesd with delivering the Company’s services.

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 Part 1 of 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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USCB FINANCIAL HOLDINGS, INC.
NON-GAAP FINANCIAL MEASURES (UNAUDITED)

(Dollars in thousands)

As of or For the Three Months

3/31/12024 12/5neier 9/30/2023 6/30/2023 3/31/2023
Pre-tax pre-provision ("PTPP") income?
Net income $ 4,612 $ 2,721 $ 3,819 $ 4,196 $ 5,809
Plus: Provision for income taxes 1,426 787 1,250 1,333 1,881
Plus: Provision for credit losses 410 1,475 653 38 201
PTPP income $ 6,448 $ 4,983 $ 5722 $ 5567 $ 7,891
PTPP return on average assets®
PTPP income $ 6,448 $ 4,983 $ 5722 $ 5567 $ 7,891
Average assets $ 2,436,103 $ 2,268,811 $ 2,250,258 $ 2,183,542 $ 2,120,218
PTPP return on average assets? 1.06% 0.87% 1.01% 1.02% 1.51%
Operating net @
ingeMReome $ 4,612 $ 2,721 $ 3819 $ 4,196 $ 5,809
Less: Net gains (losses) on sale of - (883) (955) - (21)
seeulitiex effect on sale of securities - 224 242 - 5
Operating net income $ 4,612_ $ 3,380_ $ 4,532_ $ 4,196_ $ 5,825_
Operating PTPP incomet”
PTPP income $ 6,448 $ 4,983 $ 5722 $ 5567 $ 7,891
Less: Net gains (losses) on sale of - (883) (955) - (21)
Seoyeligng PTPP income $ 6,448 $ 5,866 $ 6,677 $ 5567 $ 7,912
Operating PTPP return on average assets?
Operating PTPP income $ 6,448 $ 5,866 $ 6,677 $ 5567 $ 7,912
Average assets $ 2,436,103 $ 2,268,811 $ 2,250,258 $ 2,183,542 $ 2,120,218
Operating PTPP return on average assets$? 1.06% 1.03% 1.18% 1.02% 1.51%
Operating return on average assets?
Operating net income $ 4612 $ 3,380 $ 4532 $ 4,196 $ 5,825
Average assets $ 2,436,103 $ 2,268,811 $ 2,250,258 $ 2,183,542 $ 2,120,218

Operating return on average assets? 0.76% 0.59% 0.80% 0.77% 1.11%

Operating return on average equity?

Operating net income $ 4612 $ 3,380 $ 4532 $ 4,196 $ 5,825
Average equity $ 193,092 $ 183,629 $ 184,901 $ 184,238 $ 183,371
Operating return on average equity® 9.61% 7.30% 9.72% 9.13% 12.88%

Operating @

Revgaui@terest income $ 15,158 $ 14,376 $ 14,022 $ 14,173 $ 15,997
Plus: Non-interest income 2,464 1,326 2,161 1,846 2,070
Less: Net gains (losses) on sale of - (883) (955) c (21)

Secur@%rating revenue $ 17,622 $ 16,585 $ 17,138 $ 16,019 $ 18,088

Operating Efficiency Ratiot)

Total non-interest expense $ 11,174 $ 10,719 $ 10,461 $ 10,452 $ 10,176
Operating revenue $ 17,622 $ 16,585 $ 17,138 $ 16,019 $ 18,088
Operating efficiency ratio 63.41% 64.63% 61.04% 65.25% 56.26%

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

data)

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):
Total common shares issued and outstanding

Tangible book value per common @
share
Operating diluted net income per common @

shaggierating 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

__3I31/2024 ___ 12/Bnwied3 9/30/2023 6/30/2023 3/31/2023
195,011 $ 191,968 $ 182,884 $ 183,685 $ 183,858
195,011 $ 191,968 $ 182,884 $ 183,685 $ 183,858

19,650,463 19,575,435 19,542,290 19,544,777 19,622,380
9.92 $ 9.81 $ 9.36 $ 9.40 $ 9.37
4612 $ 3,380 $ 4532 $ 4,196 $ 5,825
19.698.258 19,573,350 19,611,897 19,639,682 19,940,606
023 % 017 $ 023 $ 021 % 0.29
195,011 $ 191,968 $ 182,884 $ 183,685 $ 183,858
2,489,142 $ 2,339,093 $ 2,244,602 $  2,225914$ 2,163,821
7.83% 8.21% 8.15% 8.25% 8.50%

(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 March 31,
B@24d on that evaluation, management believes that, as of the end of the period covered by this Form 10-Q, 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.

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

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

The Company previously disclosed that litigation (the “Litigation”) had been commenced on July 13, 2023 by three
individuals who were shareholders of the Bank prior to the Bank's reorganization into the holding company form
offanization in 2021 (the “Plaintiffs”) against six persons, all of whom were directors of the Bank at the relevant time (the
“Defendants”), in the Circuit Court, Eleventh Judicial Circuit for Miami-Dade County, Florida (the “Court”) (Benes et al. v. de
la Aguilera et al.) alleging the Defendants (i) caused the Bank, as directors thereof, to engage in ultra vires conduct
bgvising and approving the exchange transaction effected in July 2021 pursuant to which the Bank’s then
shtsendimlass C and Class D preferred stock was exchanged for shares of Class A voting common stock in the Bank (the
“Exchange Transaction”), which action the Plaintiffs allege was not permitted by the Bank’s Articles of Incorporation, and
(i) breached their fiduciary duty as directors of the Bank by approving and engaging in the Exchange Transaction. The
Plaintiffs sought the Court to certify the action as a class action and to award damages in an amount to be proven at trial.
The Plaintiffs sought damages exceeding $750,000 plus attorney’s fees and costs as well as such other relief as the Court
determined to award.

The Defendants filed a motion to dismiss the Litigation with prejudice (the “Motion”). On December 27, 2023, the Court,
after reviewing the Motion, the Plaintiff's response thereto and the Defendant’s reply as well as the oral arguments presented
by the parties on December 14, 2023, granted the Motion, dismissing the Litigation with prejudice and rendering
figment in favor of the Defendants (the “Order”). The Court reserved jurisdiction to award costs or grant any post-judgment
relief.

On May 1, 2024, the Plaintiffs filed in the Thirds District Court of Appeal for the State of Florida (the “Appellate Court”)
an appeal, appealing the issuance of the Order and seeking a reversal of the Order. The Plaintiffs claim the Court erred by
concluding (i) the Exchange Transaction was not ultra vires, and (ii) that the Legacy Shareholders (which includes
Plaintiffs) lacked direct standing.

The Company believes that the positions in the Appeal are legally and factually without merit, and it intends to vigorously
defend against the Appeal, 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 the Appeal will be resolved
fawohebiyore, there is also no assurance that we will be able to secure coverage from our insurance carriers for any expenses
incurred by usin connection with defending against the Appeal. The Appellate Court could grant the Plaintiff's motion to
reverse the Order and remand the case to the Court.

At this time, in the opinion of management, the likelihood is remote that the impact of such proceedings,
indivéitbelly 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 Appeal 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.

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
afigicable 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.

There can be no assurance that any future legal proceedings to which we are a party will not be decided adversely to
our interests and have a material adverse effect on our financial condition and operations.
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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 2023 Form 10-K.

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 March 31, 2024 were as follows:

Maximum
Total oisiages that

Number Average Total Number of Shares MayBe

ofShares Price @RuPahastRublicly Announced PUrudersethns or

Purchased _ Paid Plans or Programs (1) Programs (1)

Period Share 80,080
January 1 - 31, 2024 -$ - - 80,080
February 1 - 29, 2024 -$ - - 80,080
March 1 - 31, 2024 7,100 $ 11.15 7,100 72,980
7,100 $ 11.15 7,100

(1) On January 24, 2022 the Company announced fits initial stock repurchase program to repurchase up to 750,000 shares of Class A common

apmioximately 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) During the three months ended March 31, 2024, none of the Company’s directors or Section 16 reporting

adopted or

offereninated any Rule 10b5-1 trading arrangement or non-Rule 10b5-1 trading arrangement (as such terms are defined in

408 of the SEC's Regulation S-
K).
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Item 6. Exhibits

Exhibit

Description of
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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 22
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 **
IBBJollowing financial statements from the Company’s Quarterly Report on Form 10-Q for the quarter ended March
3024 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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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.
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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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Officer May 10, 2024
(Principal Executive Officer)

Executive Vice President and Chief Financial

Officer May 10, 2024
(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 internal control over financ
reporting (as

defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a)
designed such disclosure controls and procedures, or caused such disclosure controls and 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)

designed such internal control over financial reporting, or caused such internal control over financial re






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 internal control over financ
reporting (as

defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:
a)

designed such disclosure controls and procedures, or caused such disclosure controls and f
ta _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;

h)






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 March 31, 2024, as filed with the Securities and Exchange Commission on the date hereof (the “Rep
I, Luis de

la Aguilera, as President and Chief Executive Officer of the Company, certify, to the best of my knowledge
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: May 10, 2024






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 March 31, 2024, as filed with the Securities and Exchange Commission on the date hereof (the “Re
|, Robert

Anderson, as Chief Financial Officer of the Company, certify, to the best of my knowledge, pursuant to 18 U.
§1350, 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: May 10, 2024






