luly 8, 2024

Ms. Michele Daugherty

p. 407-853-7100

President and CEC f. 407-853-7101

CFC Associated Builders and Contractors 201 N. New York Ave

651 Danville Drive # 200 Suite 100

Orlando FL 32825 Winter Park, FL 32789
wpnh.bank

Regarding: Bank performance
Dear Michele:

Attached please find our audited financial statements for the years ended December 31, 2023 and 2022. The
results represent the ongoing financial strength and stability of your Bank through what has, and continues to
be, a challenging economic environment,

As you know, the Bank opened for business in August of 2017. For the majority of de novo banks, it can take
years before the institution is able to generate a monthly profit, yet alone an annual profit. Winter Park
National Bank was first profitable on an annual basis in 2018, its first full year in business, and it has been
profitable ever since. On a tax-affected basis, the bank has generated a return on average equity to our
shareholders of over 19% the past two years. We have been able to achieve these results with solid balance
sheet growth, with a watchful eye on operating expenses.

Loan growth, and the credit quality of the loan portfolio, are critical to any banks success. For Winter Park
Nationat Bank, our loan growth has been robust for an institution our size, and it has been achieved while
being true to our conservative credit culture. The Bank’s credit quality is very strong, as evidenced in the
loan footnotes in our audited financial statements. The Bank also maintains a conservative loan to deposit
ratio, keeping ample liquidity on the balance sheet.

An important measure of a bank’s financial strength is the sufficiency of its capital. Winter Park National
Bank continues to meet all regulatory requirements for a “well-capitalized” bank, levels we have exceeded

since our inception.

We greatly appreciate your business and continued trust in the Bank. After you have had the opportunity to
review our financial statements, please let me know if you have any questions.

Sincerely,

David R. Dotherow
Chief Executive Officer
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Saltmarsh

Sattmarsh, Cleaveland & Gund
CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS

INDEPENDENT AUDITOR’S REPORT

To the Beard of Directors and Shareholders
of Winter Park National Bank

Opinion

We have audited the accompanying financial statements of Winter Park National Bank, which comprise
the statements of financial condition as of December 31, 2023 and 2022, and the related statements of
income, comprehensive income (loss), changes in stockholders' equity, and cash flows for the years then
ended, and the related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Winter Park National Bank as of December 31, 2023 and 2022, and the resuits of its
operations and its cash flows for the years then ended in accordance with accounting principles generally
accepted in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Our responsibilities under those standards are further described in the Auditor’s Responsibilities
for the Audit of the Financial Statements section of our report. We are required to be independent of
Winter Park National Bank and to meet our other ethical responsibilities in accordance with the relevant
ethical requirements relating to our audits. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about Winter Park National Bank’s ability

to continue as a going concern within one year after the date that the financial statements are available to
be issued.

Salimarsh, Cleaveland & Gund

saltmarshcpa.com | Since 1944 | (800) 477-7458

Deskin o Nashville » Orlands ¢ Pensacola » Tampa



To the Board of Directors and Shareholders
of Winter Park National Bank

Auditor’s Responsibilities for the Audit of thife Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with generally accepted auditing
standards will always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements, including omissions, are considered material if there is a substantial likelihood that,
individually or in the aggregate, they would mﬂuence the judgment made by a reasonable user based on
the financial statements.

In performing an audit in accordance with generally accepted auditing standards, we:
¢ Exercise professional judgment and maintain'é professional skepticism throughout the audit.

» Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence reoardmg the amounts and disclosures in the financial
statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of Winter Park National Bank’s internal control. Accordingly, no such opinion is
expressed.

¢ Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management as well as evaluate the overall presentation of the
financial statements. -

» Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about Winter Park National Bank’s ability to continue as a going
concern for a reasonable period of time.

We are required to communicate with those charged Wlth governance regarding, among other matters, the
planned scope and timing of the audit, mgmhcant audit findings, and certain internal control related
matters that we identified during the audit.

Gbstrmik Msudind # ok

Orlando, Florida
April 15,2024



WINTER PARK NATIONAL BANK

BALANCE SHEETS
DECEMBER 31, 2023 AND 2022

ASSETS

Cash and Due from Financial Institutions
interest-Bearing Deposits in Banks

Cash and Cash Equivalents
Securities - Available for Sale, at Fair Vaiue
Securities - Held to Maturity, at Amortized Cost
Restricted Stock, at Cost
Loans, Net
Premises and Eguipment, Net
Accrued Interest Receivable
Cash Value of Life Insurance
Spiit Doilar Loan Arrangements Receivables
Other Assetls

Total Assets

2023 2022
$ 7121218 $ 4,147 451
70,083,612 44,169,936
77,204,828 48,317,387
90,581,568 107,808,010
164,764,322 161,847,366
2,429,550 2,344,000
430,028,255 377,329,485
2,266,690 2,353,911
2,032,724 1,859,209
6,988,077 6,815,420
2,930,091 2,906,862
1,198,564 2,403,216
$ 770,424,668 $ 713,084,668

LIABILITIES AND STOCKHOLDERS' EQUITY

LIABILITIES
Deposits:
Noninterest-Bearing Demand Deposits
Interest-Bearing Demand Deposits
Money Market and Savings Deposits
Time Deposits

$ 191,866,320

$ 204,986,066

Total Deposits
Repurchase Agreements
Advances and Other Borrowings
Accrued Interest Payable
Other Liabilities

Total Liabilities

STOCKHOIL.DERS' EQUITY
Common Stock, $5 Par Value, 10,000,000 Shares Authorized,
4,442 954 and 4,396,845 Issued and Ouistanding in
2023 and 2022, Respectively
Additional Paid-In Capital
Retained Earnings
Accumulated Other Comprehensive Income (Loss)

Total Stockholders' Equity

Total Liabilities and Stockholders' Equity

75,567,109 120,257,427
387,868,041 335,661,513
12,897 457 6,722,433
668,199,827 667,627,439
5,851,404 4,931,364
50,000,000 -
1,578,587 8,591
2,293,666 1,907,879
727,923,484 674,475,273
22,214,770 21,984,225
23,918,828 23,422,027
6,890,112 6,151,099
(10,522,525) (12,047,758)
42,501,185 39,509,593
$ 770424669 _$ 713,984,866

See accompanying Notes to Financial Statements.
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WINTER PARK NATIONAL BANK
STATEMENTS OF INCOME
YEARS ENDED DECEMBER 31, 2023 AND 2022

2023 2022
INTEREST AND DIVIDEND INCOME :
Loans, Including Fees $ 21,585931 $ 15,533,015
Investment Securities 5,870,777 5,644,344
Other ; 4,325,320 1,294,256
Total Interest and Dividend income : 21,782,028 22471615
INTEREST EXPENSE :
Deposits 11,848,957 3,140,850
Borrowings and Repurchase Agreements : 1,630,626 482 986
Total Interest Expense : 13,479,583 3,603,846
NET INTEREST INCOME : 18,302,445 18,867,769
PROVISION FOR CREDIT LOSSES 632,529 550,000
NET INTEREST INCOME, AFTER PROVISION _
FOR CREDIT LOSSES 17,669,916 18,317,769
NONINTEREST INCOME :
Customer Service Fees 385,272 335,202
Net Loss on Available for Sale Securities : - {583,422}
Other : 172,657 165,267
Total Noninterest Income 557,929 (82,953}
NONINTEREST EXPENSES :
Compensation and Employee Benefits f 5,036,102 4,832,177
Occupancy and Equipment : 605,613 576,056
Regulatory Assessments : 735,136 661,239
Professional Fees : 207,210 177,543
Data Processing and Information Technology : 882,158 735,936
Other : 914 487 751,731
Total Noninterest Expenses 8,380,686 7,734 682
NET INCOME $ 9847159  $ 10,500,134

See accomparnying Notes to Financial Statements.
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WINTER PARK NATIONAL BANK
STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
YEARS ENDED DECEMBER 31, 2023 AND 2022

2023 2022

NET INCOME 3 9,847,150 $ 10,500,134
Other Comprehensive Income (Loss):

Unrealized Gains (Losses) on Available for Sale Securities 1,615,770 (10,987,514}

Reclassification Adjustment for Losses Realized in Income - 141,189

Net Amortization of Unrealized Losses Related to Transferred

Securities {90,537} (399,422)

Total Other Comprehensive Income (Loss) 1,525,233 (11,245,747}

Total Comprehensive Income (Loss) $ 11,372,392 3 (745,613)

See accompanying Notes to Financial Staternents.
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WINTER PARK NATIONAL BANK
STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2023 AND 2022

2023 2022

CASH FLOWS FROM OPERATING ACTIVITIES

Net income $ 9,847,159 $ 10,500,134
Adjustments to Reconcile Net Income o Net
Cash Provided by Operating Activities:

Provision for Credit Losses 632,529 550,000
Depreciation and Amortization 179,592 178,703
Net Amortization of Securities, Available for Sale 298,512 858,495
Net Amortization of Securities, Held To Maturity 15,246 353,124
Noncash Stock Compensation Expense 111,836 207,791
Realized Loss on Sales of Available for Sale Securities - 583,422
Net Change in:
Accrued Interest Receivable {173,515) {335,234}
Cash Surrender Value of Life Insurance {172,657) {165,267)
Split Dollar Loan Arrangements Receivable {23,229} 88,503
Accrued Interest Payable 1,569,996 68,677
Other Assets 1,204,652 (640,701}
Other Liabilities 126,258 (184,221)
Net Cash Provided by Operating Activities 13,616,378 12,099,426
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of Securities Available for Sale (29,874,299) {105,777,898)
Proceeds from Calls and Maturities of Securities Available for Sale 32,000,000 9,660,0C0
Proceeds from Sales of Securities Available for Sale - 28,033,074
Proceeds from Paydowns of Securities Available for Sale 16,417,999 9,473,566
Proceeds from Paydowns of Securities Held to Maturity 6,977,262 20,110,148
Net Increase in Restricted Securities (85,550) {20,950}
Net Increase in Loans (83,319,771) {78,086,587)
Purchases of Premises and Equipment (92,371) (57C,781)
Net Cash Used by Investing Activities (27.876,730) (117,179,408)
CASH FLOWS FROM FINANCING ACTIVITIES
Net Decrease in Demand, Money Market, and Savings Deposits {5,602,636) (56,502,642)
Net Increase in Time Deposits 6,175,024 1,397,359
Net Increase (Decrease) in Repurchase Agreemenis 920,040 (23,158,926)
Contribution of Shares to ESOP 200,010 150,013
Proceeds from Advances and Other Borrowings 50,000,000 -
Cash Dividends Paid on Common Stock (8,860,1486) (6,637.690)
Proceeds from Exercise of Stock Options 415,600 649,750
Net Cash Provided (Used) by Financing Activities 43,247,792 {84 002,136}
NET CHANGE IN CASH AND CASH EQUIVALENTS 28,887 441 (189,082,118)
Cash and Cash Eguivalents - Beginning of Year 48,317,387 237,399,505
CASH AND CASH EQUIVALENTS - END OF YEAR $ 77,204,828 $ 48,317,387

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION
Interest Paid on Deposits and Borrowed Funds $ 11,908,587 3 3,597,169

Cumulative Change in Accounting Principal - ASC 326

=i

248,600 3 -

See accompanying Notes o Financial Statemenis.
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NOTE 1

WINTER PARK lgiATIONAL BANK
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

SUMMARY OF SIGNIFICANT ACCOUI’E@T&NG POLICIES

Nature of Operations

Winter Park National Bank (the Bank) is a nationally chartered, commercial banking
institution with its deposits insured up to the applicable limits by the Federal Deposit
Insurance Corporation (FDIC). The Bank offers a variety of financial services to individual
and commercial customers through its headquarters in Winter Park, Florida and a branch
location on Longwood, Florida.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the idate of the financial statements and the reported
amounts of revenue and expenses durmg the reporting period. Actual results could differ
from those estimates. :

Material estimates that are particularly susceptible to significant change in the near term
include the classification and valuation of securities, determination of the allowance for
credit losses, and fair values of financial }finstruments.

Concentrations of Credit Risk

Most of the Bank's activities are with customers located within the Orange and Seminole
Counties, Florida. Note 2 discusses the:types of securities that the Bank invests in. Note 3
discusses the types of lending that the Bank engages in. The Bank is exposed to credit risk
from a regional economic standpoint because significant concentrations of its borrowers
work or reside within a geographical area. However, the loan portfolio is well diversified, and
the Bank does not have any Sigmflcant concentrations of credit risk except for residential
and commercial real estate loans.

Cash and Cash Equivalents

For purposes of the balance sheets: “and statements of cash flows, cash and cash
equivalents include cash and balances due from financial institutions and interest-bearing
deposits in banks.

The Bank maintains cash in deposit accounts at financial institutions approved by the board
of directors. Accumulated deposits at these institutions, at times, may exceed federally
insured limits. Cash flows from loans and deposits are reported net.

®)



NOTE 1

WINTER PARK NATIONAL BANK
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Securities

Debt securities are classified as held to maturity when the Bank has the positive intent and
ability to hold the securities to maturity and are carried at amortized cost. Debt securities not
classified as held to maturity are classified as available for sale. Securities available for sale
are carried at fair value with unrealized gains and losses reported in other comprehensive
income (loss). Realized gains and losses on securities available for sale are included in
other noninterest income and, when applicable, are reported as a reclassification adjustment
in other comprehensive income (loss). Gains and losses on sales of securities are
determined using the specific identification method on the trade date. The amortization of
premiums and accretion of discounts are recognized in interest income using methods
approximating the interest method over the period to maturity date. For callable debt
securities purchased at a premium, the amortization period is shortened to the earliest call
date.

Effective January 1, 2023, with the adoption of ASC 326, for available for sale debt
securities in an unrealized loss position, the Bank first assesses whether it intends to sell, or
is more likely than not that it will be required to sell the security before recovery of its
amortized cost basis. If either of these criteria are met, the security’s amortized costs basis
is written down to fair value through income. If these criteria are not met, the Bank evaluates
whether the decline in fair value has resulted from credit losses or other factors. In making
this assessment, management considers the extent to which fair value is less than
amortized costs, any changes in the underlying credit rating of the security, and adverse
conditions specifically related to the security, among other factors. If it is determined that a
credit loss exists, the present value of cash flows expected to be collected from the security
are compared to the amortized cost basis of the security. If the present value of the cash
flows expected to be collected is less than the amortized cost basis, a credit loss exists and
an allowance for credit losses is recorded, which is limited by the amount that the fair value
is less than the amortized costs basis. Any impairment that has not been recorded through
an allowance for credit losses is recognized as a component of other comprehensive
income. Changes in the allowance for credit losses are recorded as a provision for credit
loss. Prior to the adoption of ASC 326, the Bank used an other than temporary impairment
model.

Effective January 1, 2023, with the adoption of ASC 326, for held to maturity debt securities,
management measures expected credit losses on a collective basis by major security type.
Prior to the adoption of ASC 326, the Bank used an other than temporary impairment model.

Restricted Stock, at Cost

The Bank is a member of the Federal Home Loan Bank of Atlanta (FHLB) and the Federal
Reserve Bank (FRB). Members are required to own a certain amount of stock based on the
level of borrowings and other factors and may invest in additional amounts. It also consists
of stock in First National Bankers Bankshares, Inc. Restricted stock is carried at cost and
periodically evaluated for impairment. Because this stock is viewed as long term investment,
impairment is based on ultimate recovery at par value. Both cash and stock dividends are
reported as income.

©



NOTE 1

WINTER PARK NATIONAL BANK
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

SUMMARY OF SIGNIFICANT ACCOU@T!NG POLICIES {CONTINUED)

Loans

The Bank grants real estate, commercsai and consumer loans to customers. A substantial
portion of the loan portfolio is represented by real estate loans in Orange and Seminole
Counties, Florida. The ability of the Bank's debtors to honor their contracts is dependent
upoen the real estate and general economic conditions in this area.

Loans that management has the intent and ability to hold for the foreseeable future or until
maturity or pay-off generally are reported at their outstanding unpaid principal balances
adjusted for charge-offs, the allowance for credit losses on loans, any deferred fees or costs
on originated loans, and premiums or discounts on purchased loans.

Interest income is accrued on the unpaid principal balance. Loan origination fees, net of
certain direct origination costs, as well as premiums and discounts, are deferred and
recognized as an adjustment of the related loan yield using the interest method, or the
straight-line method for lines of credit.

The accrual of interest on mortgage and commercial loans is discontinued at the time the
loan is 90 days past due unless the credit is well-secured and in process of collection. Credit
card loans and other personal loans are typically charged off no later than 180 days past
due. Past due status is based on contractual terms of the loan. In all cases, loans are placed
on nonaccrual or charged-off at an ear!:er date if collection of principal or interest is
considered doubtful.

All interest accrued but not collected for loans that are placed on nonaccrual or charged off
is generally reversed against interest income and amortization of related deferred loan fees
or costs is suspended. The interest on these loans is accounted for on the cash-basis or
cost-recovery method, until qualifying for return to accrual. The cash-basis is used when a
determination has been made that the principal and interest of the loan is collectible. If
collectability of the principal and interest is in doubt, payments are applied to loan principal.
The determination of ultimate collectibility is supported by a current, well documented credit
evaluation of the borrower’s financial condition and prospects for repayment, including
consideration of the borrower's sustained historical repayment performance and other
relevant factors. Loans are returned to; accrual status when all the principal and interest
amounts contractually due are brought current, the borrower has demonstrated a period of
sustained performance, and future paymients are reasonably assured. A sustained period of
repayment performance generally would be a minimum of six months.

(10)



NOTE1

WINTER PARK NATIONAL BANK
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Loans (Continued)

The Bank maintains multiple loan portfolio segments. These portfolio segments and their
risk characteristics are described as follows:

Commercial and Industrial: Commercial and industrial loans generally possess a lower
inherent risk of loss than real estate portfolio segments because these loans are
generally underwritten to existing cash flows of operating businesses. Debt coverage is
provided by business cash flows and economic trends influenced by unemployment
rates and other key economic indicators are closely correlated to the credit quality of
these loans.

Commercial Real Estate: Commercial real estate loans generally possess a higher
inherent risk of loss than other real estate portfolio segments, except land and
construction loans. Adverse economic developments or an overbuilt market impact
commercial real estate projects and may result in troubled loans. Trends in vacancy
rates of commercial properties impact the credit quality of these loans. High vacancy
rates reduce operating revenues and the ability for the properties to produce sufficient
cash flow to service debt obligations.

Real Estate Construction: Real estate construction loans generally possess a higher
inherent risk of loss than other real estate portfolio segments. A major risk arises from
the necessity to complete projects within a specified cost and timeline. Trends in the
construction industry significantly impact the credit quality of these loans, as demand
drives construction activity. In addition, trends in real estate values significantly impact
the credit quality of these loans, as property values determine the economic viability of
construction projects.

Residential Real Estate: The degree of risk in residential mortgage lending depends
primarily on the loan amount in relation to collateral value, the interest rate, and the
borrower’s ability to repay in an orderly fashion. These loans generally possess a lower
inherent risk of loss than other real estate portfolio segments. Economic trends
determined by unemployment rates and other key economic indicators are closely
correlated to the credit quality of these loans. Weak economic trends indicate that the
borrowers’ capacity to repay their obligations may be deteriorating.

Consumer and Other; The consumer and other loan portfolio is usually comprised of
smaller balance loans. Most loans are made directly for consumer purchases. Economic
trends determined by unemployment rates and other key economic indicators are closely
correlated to the credit quality of these loans. Weak economic trends indicate the
borrowers' capacity to repay their obligations may be deteriorating.

(1



NOTE 1

WINTER PARK l;lATIONAL BANK
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

SUMMARY OF SIGNIFICANT ACCOUNTlNG POLICIES (CONTINUED)

Loans (Continued)

The Bank assigns a risk rating to aEi foans except pools of homogeneous loans and
periodically performs detailed internal reviews of all such loans over a certain threshold to
identify credit risks and to assess the overall collectibility of the portfolio. These risk ratings
are also subject to examination by the Bank's regulators. During the internal reviews,
management monitors and analyzes the financial condition of borrowers and guarantors,
frends in the industries in which the borrowers operate and the fair values of collateral
securing the loans. These credit quality. indicators are used to assign a risk rating to each
individual loan. The risk ratings can be grouped into five major categories, defined as
follows: _

Pass: Loans in this classification are considered to have an acceptable level of risk.
Management does not believe the Bank will incur losses in these loans.

Special Mention: Loans classnﬁed as special mention have a potential weakness that
deserves management's close attention and, if left uncorrected, could result in the
weakening of the borrowers' ability to repay the Bank in the future.

Substandard: Loans in this c!assifiéation are not adequately covered by the net worth
and/or current repayment capacity of the borrowers or by the collateral if on a secured
basis. Such loans are noted to have a defined weakness that could jeopardize the
ultimate liquidation of the debt and are believed to possess a reasonable likelihood of
causing loss to the Bank if the weaknesses are not remedied.

Doubtful: Loans classified as doubtful have all of the weaknesses inherent in those
loans classified as substandard, [in addition to added characteristics that such
weaknesses make the collection of the debt in full, on the basis of currently existing facts
and conditions, highly unlikely. '

l_oss: Loans classified as loss are considered uncollectible and charged off immediately.

Allowance for Credit Losses on Loans

Effective, January 1, 2023, the allowance for credit losses on loans is a valuation account
that is deducted from the amortized cost basis of loans to present the net amount expected
to be collected. The allowance for credit losses on loans is adjusted through the provision
for credit losses to the amount of amortized cost basis not expected to be collected at the
balance sheet date. Loan losses are charged off against the allowance for credit losses on
loans when the Bank determines the loan balance to be uncollectible. Cash received on
previously charged off amounts is recorded as a recovery to the allowance for credit losses
on loans. -

(1é)



NOTE 1

WINTER PARK NATIONAL BANK
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Allowance for Credit Losses on Loans (Continued)

The measurement of expected credit losses encompasses information about historical
events, current conditions, and reasonable and supportable forecasts, Historical credit loss
experience provides the basis for the estimation of expected credit losses. Qualitative
adjustments to historical loss information are made for differences in current loan-specific
risk characteristics such as differences in underwriting standards, portfolio mix, or
delinquencies, as well as for changes in environmental conditions, such as changes in
unemployment rates, property values, or other relevant factors.

Expected credit losses are estimated on a collective basis for groups of leans that share
similar risk characteristics. Factors that may be considered in aggregating loans for this
purpose include but are not necessarily limited to, product or collateral type, geography, and
internal risk ratings. For loans that do not share similar risk characteristics with other loans
such as collateral dependent loans, expected credit losses are estimated on an individual
basis.

Expected credit losses are estimated over the contractual terms of the loans, adjusted for
expected prepayments. The contractual term excludes expected extensions, renewals, and
modifications unless the extension or renewal options are included in the original or modified
contract at the reporting date and are not unconditionally canceliable by the Bank.

The allowance for credit losses on loans estimate incorporates a reasonable and
supportable economic forecast through the use of externally developed macroeconomic
scenarios applied in the model. The model includes both current and forecasted
unemployment rates. The length of the reasonable and supportable forecast period is
evaluated at each reporting period and adjusted if deemed necessary. Currently, the Bank
uses a two year reasonable and supportable forecast period in estimating the allowance for
credit losses on loans. After the reasonable and supportable forecast period, the models
effectively revert to long-term mean loss on a straight-line basis over 12 months.

Loans are charged off against the allowance for credit losses on loans in the period in which
they are deemed uncollectible, and recoveries are credited to the allowance for credit losses
on loans when received. Expected recoveries on loans previously charged off and expected
to be charged-off are included in the aliowance for credit losses on loans estimate. Once
loans are downgraded to substandard, an assessment of collateral value is made; any
outstanding loan balance in excess of fair value less cost to sell is charged off at no later
than 180 days delinquency. Additionally, any outstanding balance in excess of fair value of
collateral less cost to sell is charged off when the asset is foreclosed by the Bank.
Commercial and other consumer loans are charged off when, in management's judgment,
they are considered to be uncollectible.

(13)



NOTE1

WINTER PARK NATIONAL BANK
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

SUMMARY OF SIGNIFICANT ACCOUI‘{ETENG POLICIES {CONTINUED)

Allowance for Credit Losses on Loané {Continued)

The weighted average remaining maturity (WARM) method is used for all loan pools. The
WARM method considers an estimate of expected credit losses over the remaining life of
the financial assets and uses average annual charge-off rates to estimate the allowance for
credit losses. For amortizing assets, the remaing contractual life is adjusted by the
expected scheduled payments and prépayments The average annual charge-off rate is
applied to the amortization-adjusted remainmg life to determine the unadjusted lifetime
historical charge-off rate.

To estimate a Current Expected Credit Loss (CECL) loss rate for the pool, management first
identifies the loan losses recognized between the pool date and the reporting date for the
pool and determines which loan losses were related to loans outstanding at the pool date.
The loss rate method then divides the loan losses recognized on loans outstanding as of the
pool date by the outstanding loan balance as of the poo! date.

The Bank is a relatively new Bank and in the absence of any loss history, Management has
selected a custom peer group of focal community banks in the Orlando Metropolitan
Statistical Area to use as a proxy for loan loss history by loan type. Management has
reviewed this peer group, noting they are all community banks in the target demographic
market with similar lending practices and loan portfolioc mix to the Bank.

Qualitative reserves reflect management’'s overall estimate of the extent to which current
expected credit losses on collectively evaluated loans will differ from historical loss
experience. The analysis takes into consideration other analytics performed within the
organization, such as enterprise and concentration management, along with other credit—
related analytics as deemed appropriate. Management attempts to quantify qualitative
reserves whenever possible. The CECL methodology applied focuses on evaluation of
qualitative and environmental factors, including but not limited to: (1) evaluation of facts and
issues related to specific loans; (2) management's ongoing review and grading of the loan
portfolio; (3) consideration of historical loan loss and delinquency experience on each
portfolio segment; (4) trends in past due and nonperformmg loans; (5) the risk
characteristics of the various loan segments; (6) changes in the size and character of the
loan portfolio; (7) concentrations of loans; (8) existing economic conditions; (9) the fair value
of underlying collateral; and (10) other qualrtatlve and guantitative factors which could affect
expected credit losses, :

The Bank’'s CECI. estimate applies a forecast that incorporates macroeconomic trends and
other environmental factors. Management utilized national, regional and local leading
economic indexes, as well as management judgment, as the basis for the forecast period.
The historical loss rate was utilized as the base rate, and qualitative adjustments were
utilized to reflect the forecast and other rélevant factors.
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NOTE 1

WINTER PARK NATIONAL BANK
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Allowance for Credit Losses on Loans (Continued)

The Bank establishes a specific reserve for individually evaluated loans which do not share
similar risk characteristics with the loans evaluated using a collective or pooled basis. These
individually evaluated loans are removed from the pooling approach discussed above for the
guantitative baseline and include non-accrual loans and other loans as deemed appropriate
by management.

Although management believes the allowance for credit losses on loans to be adequate,
ultimate losses may vary from its estimates. At least quarterly, the board of directors reviews
the adequacy of the allowance for credit losses on loans, including consideration of the
relevant risks in the portfolio, current economic conditions, and other factors.

Prior to the adoption of ASC 326, the Bank used an incurred loss model to measure an
allowance for loan losses.

Off-Balance-Sheet Credit Related Financial Instruments

In the ordinary course of business, the Bank has entered into commitments to extend credit,
including commitments under credit arrangements and standby letters of credit. Such
financial instruments are recorded when they are funded. Expected credit losses related to
ofi-balance sheet credit exposures are estimated over the contractual pericd for which the
Bank is exposed to credit risk via a confractual obligation to extend credit, uniess that
obligation is unconditionally cancellable by the Bank. Expected credit losses are estimated
using similar methodologies employed to estimate expected credit losses on loans, taking
into consideration the likelihood and extent of additional amounts expected to be funded
over the terms of the commitments. The liability for credit losses on off-balance sheet credit
exposures is presented within other liabilities on the balance sheets. Adjustments to the
liability are included in the provision for credit losses.

Transfers of Financial Assets and Participating Interests

Transfers of an entire financial asset or a participating interest in an entire financial asset
are accounted for as sales when control over the assets has been surrendered. Control over
transferred assets is deemed to be surrendered when (1) the assets have been isolated
from the Bank, (2) the transferee obtains the right (free of conditions that constrain it from
taking advantage of that right} fo pledge or exchange the transferred assets, and (3) the
Bank does not maintain effective control over the transferred assets through an agreement
to repurchase them before their maturity.
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WINTER PARK NATIONAL BANK
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31,2023 AND 2022

SUMMARY OF SIGNIFICANT ACCOUN;T%NG POLICIES (CONTINUED)

Transfers of Financial Assets and Pariicipatinq Interests {Continued)

The transfer of a participating interest in an entire financial asset must also meet the
definition of a participating interest. A participating interest in a financial asset has all of the
following characteristics: (1) from the date of fransfer, it must represent a proportionate (pro
rata) ownership interest in the financial asset, (2) from the date of transfer, all cash flows
received, except any cash flows allocated as any compensation for servicing or other
services performed, must be divided proportionately among participating interest holders in
the amount equal to their share ownership, (3) the rights of each participating interest holder
must have the same priority, (4) no party has the right to pledge or exchange the entire
financial asset unless all participating interest holders agree to do so.

Premises and Equipment :

Land is carried at cost. Other premtses and equipment are carried at cost, net of
accumulated depreciation. Depreciation is computed on the straight-line method based
principally on the estimated useful lives of the assets. Maintenance and repairs are
expensed as incurred whife major additions and improvements are capitalized. Gains and
losses on dispositions are included in current operations.

Bank Owned Life Insurance

The Bank has purchased life insurance'bolicies on certain key executives. Bank owned life
insurance is recorded at its cash surrender vatue, or the amount that can be realized, if
lower. :

Advertising Costs .
Advertising costs are expensed as mcurred

Income Taxes

The Bank, with the consent of its stockholders, has elected to be taxed under sections of
federal and state income tax laws which provide that, in lieu of Bank income taxes, the
stockholders separately account for thelr pro rata shares of the Bank’s items of income,
deductions, losses, and credits. '

The Bank files consolidated federal inco‘?ne tax returns and is not subject to federal income
tax examinations or state examinations for taxable years prior to 2020.

The Bank follows the guidance for accounting for uncertainty in income taxes. The Bank can
recognize in financial statements the impact of a tax position taken, or expected to be taken,
if it is more likely than not that the position will be sustained on audit based on the technical
merit of the position. The Bank recogmzes both interest and penalties as components of
other operating expenses. :
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NOTE 1

WINTER PARK NATIONAL BANK
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Comprehensive Income

Recognized revenue, expenses, gains, and losses are included in net income. Certain
changes in assets and liabilities, such as unrealized gains and losses on securities available
for sale, are reported as a separate component of the equity section of the balance sheets,
such items, along with net income, are components of comprehensive income.
Reclassifications from accumulated other comprehensive income (loss) for securities —
available for sale are recorded through net gain (loss) on sale of securities on the
statements of income.

Stock Compensation Plans

Stock compensation accounting guidance requires that the compensation cost relating to
share-based payment transactions be recognized in financial statements. The cost will be
measured based on the grant date fair value of the equity or liability instruments issued. The
stock compensation accounting guidance covers a wide range of share-based
compensation arrangements including stock options, restricted share plans, performance-
based awards, share appreciation rights, and employee share purchase plans.

The stock compensation accounting guidance requires that compensation cost for all stock
awards be calculated and recognized over the employee’s service period, generally defined
as the vesting period. For awards with graded-vesting, compensation cost is recognized on
a straight-line basis over the requisite service period for the entire award. A Black-Scholes
model is used to estimate fair value of stock options.

Fair Value Measurements

The Bank categorizes its assets and liabilities measured at fair value into a three-level
hierarchy based on the priority of the inputs to the valuation technique used to determine fair
value. The fair value hierarchy gives the highest priority to quoted prices in active markets
for identical assets or liabilities {Level 1) and the lowest priority to unobservable inputs
(Level 3). If the inputs used in the determination of the fair value measurement fall within
different levels of the hierarchy, the categorization is based on the lowest level input that is
significant to the fair value measurement. Assets and liabilities valued at fair value are
categorized based on the inputs to the valuation techniques as follows:

Level 1 — Inputs that utilize guoted prices (unadjusted) in active markets for identical
assets or ligbilities that the Bank has the ability to access.

Leve! 2 — Inputs that include quoted prices for similar assets and liabilities in active
markets and inputs that are observable for the asset or liability, either directly or
indirectly, for substantially the full term of the financial instrument. Fair values for these
instruments are estimated using pricing models, quoted prices of securities with similar
characteristics, or discounted cash flows.

Level 3 — Inputs that are unobservable inputs for the asset or liability, which are typically
based on an entity’s own assumptions, as there is litle, if any, related market activity.
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NOTE 1

WINTER PARK NATIONAL BANK
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

SUMMARY OF SIGNIFICANT ACCOUNTENG POLICIES (CONTINUED)

Fair Value Measurements (Continuedif

Subsequent to initial recognition, the Bahk may remeasure the carrying value of assets and
liabilities measured on a nonrecurring Pasis to fair value. Adjustments to fair value usually
result when certain assels are lmpa!red Such assets are written down from their carrying
amounts to their fair value. .

Professional standards allow entities the irrevocable option to elect to measure certain
financial instruments and other items at fair value for the initial and subsequent
measurement on an instrument-by-instrument basis. The Bank adopted the policy to value
certain financial instruments at fair value.

Revenue from Contracts with Custombrs

The Bank recognizes revenue from coniracts with customers in accordance with ASC 606 ~
Revenue From Conlracts with Customers. The Bank has elected to use the following
optional exemptions that are permitted under the ASC 606, which have been applied
consistently to all contracts within all reporting periods presented:

» The Bank recognizes the incremental cost of obtaining a contract as an expense,
when incurred, if the amortization period of the asset that the Bank would have
recognized is one year or less. |

* For performance obligations satisfied over time, if the Bank has a right to
consideration from a member in an amount that corresponds directly with the value
to the member of the Bank’s performance completed to date, the Bank will generally
recognize revenue in the amount to which the Bank has a right to invoice.

* The Bank does not generally disclose information about its remaining performance
obligations for those performance obligations that have an original expected duration
of one year or less, or where the Bank recognizes revenue in the amount to which
the Bank has a right to invoice.

ASC 606 does not apply to revenue associated with financial instruments, including revenue
from loans and securities. The Bank’s services that fall within the scope of ASC 606 are
presented within noninterest income and are recognized as revenue as the Bank satisfies its
obligation to the customer. Significant components of noninterest income considered to be
within the scope of ASC 806 are discussed below.
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WINTER PARK NATIONAL BANK
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Revenue from Contracts with Customers (Continued)
Customer Service Fees

The Bank earns fees from its deposit customers for transaction-based, account
maintenance, and overdrafi services. Transaction-based fees, which include services
such as stop payment charges, statement rendering, and ACH fees, are recognized at
the time the transaction is executed as that is the point in time the Bank fulfills the
customer's request. Account maintenance fees, which relate primarily to monthly
maintenance, are earned over the course of the month representing the period over
which the performance obligation is satisfied. Nonsufficient funds fees are recognized at
the point in time that the overdraft occurs. Service charges on deposits are withdrawn
from the customer’s account balance.

{nterchange Income, Net of Rewards Cosfs

When customers use their debit cards to pay merchants for goods or services, the Bank
retains a fee from the funds collected from the related deposit or loan account and
transfers the remaining funds to the payment network for remittance {o the merchant.
The performance obligation to the merchant is satisfied and the fee is recognized at the
point in time when the funds are collected and transferred to the payment network.

The Bank does not typically enter into long-term revenue contracts with customers, and
therefore, does not experience significant contract balances. As of December 31, 2023 and
2022, the Bank did not have any significant contract balances or any contract acquisition
costs.

Leases

ASC 842, “Leases”, (ASC 842) requires a lessee to recognize a right-of-use (ROU) asset
and a related lease liability for all leases with a term greater than 12 months on its balance
sheet regardless of whether the lease is classified as financing or operating.

The Bank determines if an arrangement is a lease at inception. Operating leases are
included in other assets and other liabilities in the balance sheet.

ROU assets represent the Bank’s right to use an underlying asset for the lease term and
lease liabilities represent the Bank's obligation to make lease payments arising from the
lease. ROU assets and lease liabilities are recognized at the lease commencement date
based on the present value of lease payments over the lease term. Lease terms may
include options to extend or terminate the lease when it is reasonably certain that the Bank
will exercise that option. Lease expense for operating lease payments is recognized on a
straight-line basis over the lease term.
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NOTE 1

WINTER PARK NATIONAL BANK
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

SUMMARY OF SIGNIFICANT ACCOUﬂTING POLICIES (CONTINUED)

New Accounting Pronouncements

On January 1, 2023, the Bank adopted ASU 2016-03, Financial Instruments — Credit Losses
(Topic 326): Measurement of Credit Losses on Financial Instruments, as amended (ASC
326), which replaces the incurred loss methodology with an expected loss methodology that
is referred to as the CECL methodology: The measurement of expected credit losses under
CECL is applicable to financial assets measured at amortized cost, including loan
receivables and held to maturity securities. It also applies to off-balance sheet credit
exposures such as loan commitments and standby letters of credit. In addition, changes
were made to the accounting for available for sale securities, which requires credit losses to
be presented as an allowance rather than as a direct write-down of the available for sale
securities when management does not intend to sell or believes that it is more fikely than not
that they will not be required to sell.

The Bank adopted the standard using the modified retrospective method for all financial
assets measured at amortized cost and for off-balance sheet credit exposures. Resuits for
annual periods beginning after January 1, 2023 are presented under the new CECL model
while prior reporting periods continue to be reported in accordance with previously
applicable GAAP. The Bank recorded a net decrease to retained earnings in the amount of
$248,000 as of January 1, 2023 representing the cumulative effect of adopting this standard.
The adjustment includes adjustment to the allowance for credit losses related to loans of
$18,000 and adjustment to the ailowance for credit losses for off-balance sheet exposure of
$230,000. :

On March 31, 2022, FASB issued ASU 2022-02, Financial Instruments—Credit Losses
(Topic 326) Troubled Debt Restructurings and Vintage Disclosures, which eliminates the
troubled debt restructuring (TDR), accounting model for creditors that have adopted Topic
326, Financial Instruments ~ Credit Losses. In addition, on a prospective basis, entities will
be subject to new disclosure requirements covering modifications of receivables to
borrowers experiencing financial difficulty. Upon adoption of this guidance, the Bank no
longer establishes a specific reserve for'modifications made on or after January 1, 2023 to
borrowers experiencing financial dlﬁacuity Instead, these modifications are mciuded in their
respective loan segment in the allowance for credit losses on loans. The Bank has adopted
ASU 2022-02 effective on January 1, 2023. The adoption of this standard did not have a
material effect on the Bank’s operating results or financial condition.

Reclassifications

Certain prior period amounts have been reclassified to conform to the current period
presentation.

Subsequent Events

In preparing these financial statements, the Bank has evaluated events and transactions for
potential recognition or disclosure through April 15, 2024, the date the financial statements
were available to be issued.
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WINTER PARK NATIONAL BANK
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

NOTE2 SECURITIES

The amortized cost of securities available for sale and held to maturity and their fair values,
with gross unrealized gains and losses as of December 31, 2023 and 2022 are as follows:

2023
Gross Gross
Amortized Unreatized Unrealized
Securities Available for Sale Cost Gains Losses Fair Value
Debt Securities:
U.S. Government and Federal
Agency $ 11,000,000 % - 5 (61,540 $ 10,938,480
SBA Paoals 7,325,717 9,496 (60,453) 7,274,760
Corporate 1,000,000 - {20,510) 878,490
Municipals 30,514,797 - (3,962,495) 26,552,302
Collateralized Mortgage
Obligations 4,045,914 - (639,735) 3,408,179
Mortgage-Backed:
Residential 16,273,957 10,796 {2,078,747) 14,206,006
Commercial 30,171,261 - {2,946,890) 27,224,371
Total Securities Available
for Sale $ 100,331,646 % 20,292 $ (9,770,370) $ 90,581,588
2023
Gross Gross
Amortized Unrealized Unreatized
Securities Held to Maturity Cost Gains Losses Fair Value
U.8. Government and Federal
Agency $ 27,435,160 3 - % (4863525 & 22571635
SBA Pools 22,322,284 - {2,905,827}) 18,416,467
Non-Agency Mortgage-Backed
Securities 105,006,868 - (17,264,130} 87,742,738
Total Securities Held to
Maturity $ 154784322 % - $ (25,033,482) $ 128,730,840
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DECEMBER 31; 2023 AND 2022

SECURITIES (CONTINUED)

2022
: Gross Gross
Amortized Unrealized Unrealized
Securities Available for Sale Cost | Gains Losses Fair Value
Debt Securities:
U.S8. Government and Federal
Agency 3 11,000,000 S - 8 (176,000y % 10,823,100
SBA Pools 9,255,701 22,8611 (33,913) 9,244 399
Corporate 1,000,000 - (32.970) 957,030
Municipals 32,751,388 - (5,216,192) 27,535,176
Collateralized Mortgage :
Obtigations 4,520,894 - (663,548} 3,857,348
Mortgage-Backed: :
Residential 17,966,350 - {2,370,938) 15,555,412
Commercial 42,679,545 - {2,894,000} 38,785,545
Total Securities Avaitable :
for Sale 3 119173858 § 22611 % {11,388458) 3 107,808,010
2022
: Gross Gross
Amortized Unrealized Unrealized
Securities Held to Maturity Cost (Gains Losses Fair Valug
U.8. Government and Federal :

Agency $ 27169561 % - % (5860231) $ 21,509,330
SBA Pools 25,635,956 - (3,373,702} 22,262,254
Non-Agency Mortgage-Backed

Securities 100,041,849 - (15,863,763) 92,178,086

Total Securities Held to
Maturity $ 161847366 § - 3 (25,807,596) $ 135,949,670

During 2021, the Bank transferred approximately $184 million of securities classified as
available for sale to securities classified as held to maturity. The securities were transferred
at fair value, which became the cost basis for the securities held-to-maturity. At December
31, 2023 and 2022, the net unamortized, unrealized loss on the transferred securities
included in accumulated other comprehensive income in the accompanying statements of
financial condition amounted to approxinﬁtately $772,000 and $682,000, respectively.
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NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

NOTE 2 SECURITIES (CONTINUED)

The amortized cost and fair value of securities as of December 31, 2023, by contractual
maturity, are as follows:

Amortized Cost Fair Value
Available for Sale Securities Maturing in:
One Year or Less $ 3,077.316 $ 3,006,299
After One Year Through Five Years 15,117,036 14,738,290
After Five Years Through Ten Years 21,592,388 18,705,552
After Ten Years 14,099,688 12,701,050
Subtotal 53,886,428 49,151,191
Mortgage-Backed Securities 46,445,218 41,430,377
Total $ 100,331,646 $ 90,581,568
Amortized Cost Fair Value
Held to Maturity Securities Maturing in:
One Year or Less 5 - 3 -
After One Year Through Five Years 6,261,642 5,738,167
After Five Years Through Ten Years 23,605,306 16,835,692
After Ten Years 19,890,508 16,414,243
Subtotal 49,757 454 41,988,102
Mortgage-Backed Securities 105,006,868 87,742,738
Totat $ 154,764,322 $ 129,730,840

Expected maturities will differ from contractual maturities because issuers may have the
right to call or prepay obligations with or without call or prepayment penailties.

Securities with a carrying value of $153,754,782 and $125,688,444 were pledged at
December 31, 2023 and 2022, respectively, to secure public deposits, repurchase
agreements, FRB and FHLB advances, and for other purposes required or permitted by law.

Sales of securities available for sale were as follows for the years ended December 31:

2023 2022
Proceeds from Sale 3 - $ 28,033,074
Gross Realized Losses - 583,422
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DECEMBER 31, 2023 AND 2022

NOTE2 SECURITIES (CONTINUED)

Gross unrealized losses on securities évaiiable for sale and held to maturity and the fair
value of the related securities, aggregated by investment category and length of time that
individual securities have been in a continuous unrealized loss position, were as follows:

December 31, 2023 Less than 12 Months Qver 12 Months

Gross ; Gross Totai Gross Total Gross
Securities Fair Unrealized - Fair Unrealized Total Unrealized

Available for Sale Valua Losses 3 Value Losses Falr Value Losses
Debt Securities: /

U.8. Government and i
© % 10838460 § {61,540) $ 10,938,480 § {51,540}

Federal Agency $ - 3% -
SBA Pools 3,171.079 (37,449): 3,050,717 {23,004) 8,221,798 (50,453)
Corporate - iy 979,490 (20,510) 979,490 (20,510}
Municipals - - 26,552,302 {3,952,495) 26,552,302 {3,962,495)
Coliateralized Mortgage :
Obligations - - 3,406,179 (639,735 3,406,179 (A39,735)
Mortgage-Backed:
Residential - - 13,033,698 (2,078,747) 13,033,698 {2,078,747)
Commerciat - - 27,224 371 {2,946,890) 27,224,371 {2,946,830)
Total Securities :
Avaitable :
for Sale $ 3171079 & (37,449): & 85185217 § {9,732921) $ 88,356,296 § {8,770,370)
Securities
Held to Maturity
U.S. Government and :

Federal Agency $ - 3 -i§ 22571635 § (4863525 $ 22571835 § (4,853,525
SBA Pools - - 19,416,467 {2,805,827) 19,416,467 {2,905,827)
Non-Agency :

Morigage-Backed :

Securities - - 87,742,738 (17,264,130) 87,742,738 (17,264,130}

Totat Securities :
Held to Maturity $ - § -0 § 120,730,840 § (25033,482) & 129,730,840 $ (25,033.482)
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SECURITIES {(CONTINUED)

December 31, 2022 Less than 12 Months Over 12 Months

Gross Gross Total Gross
Securities Fair Unreatized Fair Unrealized Unrealized Total
Available for Sale Valug Losses Value Losses Losses Fair Value

Debt Securities:
U.8. Government and

Federal Agency $ 10,823,100 $  (176900) % - 8 - 3 (176,900) $ 10,823,100
SBA Pools 5,708,029 {33.913) - - (33,813) 5,708,028
Corporate 987,030 (32,970} - - {32,970) 987,030
Municipals 7,931,645 {808,238} 19,603,531 (4,407.954) {6,216,182) 27,535,176
Collateralized Mortgage

Chligations 1,270,700 (175,380} 2,586,648 (488,186} (663,546) 3,857,348
Mortgage-Backed:

Residential 5,808,679 {368,175) 9,686,733 (2,002,763} (2,370,938} 15,695,412

Commercial 39,785,545 {2,894,000) - - (2,894,000} 39,785,545

Total Securities ’
Avallable
for Sale $ 72,394,728 % (4,489,556) $ 31,876,913 § (8,888903) $ (11.388,459) § 104271641
Securities

Held to Maturity
U.S. Government and

Federal Agency $ - 8 - % 21,509,330 $ ({5660,231) & {5,860,231) § 21,508,330
SBA Pools 3,081.078 (309,706} 19,181,175 (3,063,996) {3,373.702) 22,262,254
Non-Agency

Mortgage-Backed

Securities 3,367,325 {233,581} 88,810,761 (16,624,172} {16,863,763) 92,178,086

Total Securities
Held to Maturity $ 5448404 § (549,287) $ 129501286 § (25,348.399) $ (25.897.696} § 1358948670

The Bank does not believe that the available for sale securities that were in an unrealized
loss position as of December 31, 2023, which were comprised of 153 individual securities,
represent a credit loss impairment. The gross unrealized loss positions were primarily
related to U.S. government agencies, collateralized mortgage obligations, and morigage-
backed securities issued by U.S. government agencies or U.S. government-sponsored
enterprises. These securities carry the explicit and/or implicit guarantee of the U.S.
government and have a long history of zero credit loss. Total gross unrealized losses were
primarily attributable to changes in interest rates, relative to when the investment securities
were purchased, and not due to the credit quality of the investment securities. The Bank
does not intend to sell the investment securities that were in an unrealized loss position, and
it is not more likely than not that the Bank will be required to sell the investment securities
before recovery of their amortized cost basis, which may be at maturity.
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DECEMBER 31, 2023 AND 2022

NOTE2 SECURITIES (CONTINUED)

NOTE 3

All of the Bank’s held to maturity securitfes are issued by U.S. government agencies or U.S.
government-sponsored enterprises. These securities carry the explicit and/or implicit
guarantee of the U.S. government and have a long history of zero credit loss. Therefore, the

Bank did not record an allowance for credit losses for these securities as of December 31,
2023.

in general, investments are exposed to various risks, such as interest rate, credit and overall
market volatility risk. Due to the level of risk associated with certain investments, it is

reasonably possible that changes in the values of the investments will occur in the near term
and that such changes could be material.

LOANS

Loans are summarized as follows:

-; 2023 2022
Commercial and Industrial $ 79,322,852 $ 74,744,301
Commercial Real Estate 179,523,877 136,273,675
Real Estate Construction 41,722,377 60,903,019
Residential Real Estate 133,810,006 110,123,004
Consumer and Other f 1,611,811 343,477
Total 435,390,923 382 387,476
Allowance for Credit Losses on Loans (5,175,052} {4,554,052)
Net Deferred Loan Fees (787,616) (503,939)
Loans, Net : $ 430,028,255 $ 377,320,485

The Bank elected to exclude accrued if‘nterest receivable from the amortized cost basis of
loans. As of December 31, 2023 and 2022, accrued interest receivable for ioans totaled

$1,132,213 and $912,029, respectively, and is included in accrued interest receivable on the
balance sheets. :

A summary of the activity in the allowan'é:e for credit losses on loans and loan losses for the
years ended December 31, 2023 and 2022 respectively, are as follows. The Bank adopted

CECL as of January 1, 2023. The pnor year amounts presented are calculated under the
prior accounting standard. .

Commercial Comrﬁerciat Reai Estate Residential

Consumer
December 31, 2023 and Industrial Real Estate Construction Real Estate and Other Total
Allowance for Credit Losses: y
Balance at Beginning of Year $ 849.086 $ 1661098 § 783,384 § 12088612 § 1,862 § 4,554,052
Adoption of CECL 3,554 i 6,566 3,096 4,777 7 18,000
Provision for Credit Losses {261,122} 706,162 {442,883) 580,465 10,378 803,000
Leans Charged-Off - : - - - - -
Recoveries of Loans
Previously Charged-Of - : - - - - -
Balance at End of Year g 641,518 _% 2373828 _3% 343.607 _% 1803854 § 12247 § 5175052
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LOANS (CONTINUED)

Commercial Commaercial Real Estate Resldential Consumer

Becember 31, 2022 and Industrial Real Estate Construction Real Estate and Other Total

Allowance for Loan Losses:

Balance at Beginning of Year $ 1,103,438 $ 1,218,688 k] 555,881 $ 1,123,226 3 2839 $ 4,004,052
Provision for Loan Losses {204,352} 442,430 227,513 85,386 {977) 550,000
Loans Charged-Cff - - - - - -
Recoveries of Leans

Previously Charged-Cff - - - - - -

Balance at End of Year 5 B89 086 _§ 1661098 _§ 783364 _$ 1208812 .8 1862 _§ 4,554,052

In addition to the aliowan_pe for credit losses on loans above, the Bank has established an
allowance for credit losses on unfunded commitments, classified in other liabilities on the
balance sheets. This allowance is maintained at a level that management believes is
sufficient to absorb losses arising from unfunded loan commitments and is determined
based on a methodology similar to the methodology for determining the allowance for credit
losses on loans. The allowance for credit losses on unfunded commitments as of
December 31, 2023 was $259,529.

The provision for credit losses is determined by the Bank as the amount to be added to the
allowance for credit losses for various types of financial instruments including loans,
investment securities, and unfunded commitments after net charge-offs have been deducted
to bring the allowance for credit losses to a level that, in management's judgment, is
necessary to absorb expected credit losses over the lives of the respective financial
instruments. The components of the provision for credit losses included in the statements of
income for the years ended December 31 are as follows:

2023 2022
Loans $ 603,000 3 550,000
Unfunded Commitments 28,528 -
Total Provision for Credit Losses 5 632,529 3 550,000

A loan is considered to be collateral dependent when, based upon management's
assessment, the borrower is experiencing financial difficulty and repayment is expected to
be provided substantially through the operation or sale of the collateral. For coilateral
dependent loans, expected credit losses are based on the estimated fair value of the
collateral at the balance sheet date, with consideration for estimated selling costs if
satisfaction of the loan depends on the sale of the collateral. As of December 31, 2023,
there were no loans considered to be collateral dependent.

Coilateral dependent commercial real estate loans, both owner occupied, and non-owner
occupied are valued by independent external appraisals. These external appraisals are
prepared using the sales comparison approach and income approach valuation technigues.
Estimated fair values are reduced to account for sales commissions, broker fees, unpaid
property taxes and additional selling expenses to arrive at an estimated net realizable value.
Management may make subsequent unobservable adjustments to the collateral dependent
loan appraisals. Collateral dependent loans other than commercial real estate are not
considered material.
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NOTE 3 LOANS (CONTINUED)

The allowance for loan losses for loans efvaiuated individually and collectively for impairment
by coliateral class as of the year ended December 31, 2022 is as follows:

Commercial Commerdial Real Estate Residential Gonsumer

December 31,2022 and Industrial Resl Estate Construction Real Estate and Other Total
Atlowance for Loan Losses: :

Ending Balance: Individually :

Evaluated for Impairment $ - - - § -3 - ¥

Ending Balance: Collectively :

Evaiuated for Impairment 3 399,086 % 1,664,008 8 783,394 & 1,208,612 § 1,862 § 4,554,052
Loans:
E£nding Balance: individually :

Evaluated for impairment $ - % S - § - 8 - %
Ending Balance: Collectively i

Evaiuated for Impairment $ 74,744,301 $ 136,2736756 5 50903019  $ 110,123,004  § 343477 3 282,387.476

The following 1ables show the loans alloc?ated by management's internal risk ratings:

Cofmnmercial Credit Risk Prafile by Risk Rating

Commercial ¢ Commersial Reat Estate
December 31, 2023 and Industrial ﬂﬁ Real Estate Construction Total
Risk Rating: .
Pass § 75974781 - § 178,701,702 $ 33734973 $ 288,411,456
Special Mention 3,348,071 822,175 4,800,000 8,870,245
Doubtful - - - -
Total $ 79,322,852 % 179,523 877 $ 38,534,973 $ 267,381,702
Commerciat Credit Risk Profite by Risk Rating
‘ Commercial . Commercial Real Estate
December 31, 2022 and Industrial  : Real Estate Construction Total
Risk Rating: :
Pass $ 74,030,263 :$ 136,273,675 $ 60,903,019 $ 271,206,857
Special Mention 714,038 - - 714,038
Doubtful - - - -
Totat $ 74744301 - $ 136,273 675 $ 60,803,619 $ 271,920,995
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NOTE 3 LOANS (CONTINUED)
The following tables show the homogeneous loans allocated by payment activity:

Consumer Credit Risk Profile by Payment Activity

Real Estate Residential Consumer
December 31, 2023 Construction Real Estate and Other Totai
Payment Activity:
Performing $ 3,187,404 $ 133,810,005 $ 1,611,811 $ 138,609,221
Non-Performing - R . _
Total $ 3,187,404 $ 133,810,008 $ 1,611,811 $ 138,609,221
Consumer Credit Risk Profile by Payment Activity
. Real Esiate Residential Consumer
December 31, 2022 Construction Real Estate and Other Total
Payment Activity:
Performing $ - $ 110,123,004 3 343,477 $ 110,486,481
Non-Performing - - - ~
Total 3 - $ 110,123,004 3 343,477 $ 110,466,481

The following tables show the aging analysis of the ioan portfolio by time past due:

Accruing interest

More Than
30-89 Days 90 Days Total Total
December 31, 2023 Current Past Due Past Dug Nonaccrual Loans
Commercial and Industriat $ 788856688 § 209684 § 217,500 § - § 79.322,852
Commercial Real Estate 179,523,877 - - - 179,523,877
Real Estate Construction 41,722,377 - - - 41,722,377
Residential Real Estate 133,810,006 - - - 133,810,008
Consumer and Other 1,611,811 - - - 1,611,811
Total $ 435563,739 209684 % 217,500 % - % 435990923
Acgruing irderest
More Than
30-88 Days 90 Days Tolat Totat
December 31, 2022 Currant Past Due Past Due Nonaccerual Loans
Commerciat and industrial $ 74744301 & -3 - 3 - § 74744301
Commercial Real Estate 136,273,675 - - - 136,273.675
Real Estate Consiruction 60,803,019 " - - 60,903,019
Reslidential Real Estate 110,123,004 - - - 110,123,004
Consumer and Other 343,477 - - - 343477
Total $ 382387476 & -3 .3 - $ 382387475

For the years ended December 31, 2023 and 2022, there were no nonaccrual loans and no
interest forgone on nonaccrual loans. For the year ended December 31, 2022, there were
no loans individually evaluated for impairment.
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LOANS (CONTINUED)

Modifications to borrowers experiencihg financial difficulty may include interest rate
reductions, principal or interest forgiveness, forbearances, term extensions, and other
actions intended to minimize economic: loss and to avoid foreclosure or repossession of
collateral. The Bank had no loan modiflcatlons in 2023 made to borrowers experiencing
financial difficulty.

The Bank does not have material comr_rfxitments to lend additional funds to borrowers with
loans whose terms have been modified:in troubled debt restructurings or whose loans are

on nonacerual.

The Bank had no loan modifications durmg the year ended December 31, 2022 considered
troubled debt restructurings.

PREMISES AND EQUIPMENT

Components of premises and equipment-@ as of December 31, 2023 and 2022 are as follows:

: 2023 2022

Land Q $ 1,495998 3 1,495,998
Buildings : 441,173 432,498
Leasehold Improvements : 437,598 437,598
Furniture and Fixtures : 832,187 912,743

Total 3,206,956 3,278,837
Less: Accumulated Depreciation ; (940,266) {824,926)

Total Premises and Equipment $ 2,266,690 $ 2,353,911

Depreciation expense for the years erided December 31, 2023 and 2022 amounted to
$179,592 and $178,703, respectively,

LEASES

The Bank leases its main office under an operating lease with an unrelated party. The initial
term of the lease expires in 2027. As of December 31, 2023 and 2022, right-of-use assets
totaled $653,918 and $853,809, respectively, and lease liabilities totaled $673,438 and
$866,544, respectively. The charge to operations under the lease was $211,690 and
$209,991, respectively, in 2023 and 2022.
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NOTE5 LEASES (CONTINUED)

The cost components of the Bank’s operating leases were as follows for the year ending
December 31:

2023 2022
Operating Lease Cost $ 211,690 & 209,991
Total Lease Cost [ 211,690 3 209,991

The following table summarizes other information related to the Bank's operating leases for
the year ending December 31:

2023 2022

Cash Paid for Amounts included in the Measurement
of Lease Liabilities:
GCperating Cash Fiows from Operating Leases 3 204915 § 198,946

Initial Recognition of Right-of-Use Assets $ - $ 1,051,000
Initial Recognition of Lease Liabilities 3 - % (1,051,000}
Weighted-Average Remaining Lease Term -

Operating Leases, in Years 3.17 Years 417 Years
Weighted-Average Discount Rate - Operating Leases 1.55% 1.55%

A maturity analysis of annual undiscounted cash flows for lease liabilities as of
December 31, 2023, is as follows:

Year Ending December 31, Operating Lease

2024 3 211,062

2025 217,394

2026 223,916

2027 37,501

2028 -

Thereafter -

Total Lease Payments 689,873
Less: Present Value Discount (16,435)

Present Value of Lease Liabilities 3 673,438
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NOTE6 DEPOSITS

Deposits at December 31, 2023 and 202'2 are summarized as follows:

2023 2022
Noninterest Bearing Demand Deposits $ 191,866,320 $ 204,986,066
Interest Bearing Demand Deposits 75,567,109 120,257 427
Money Market and Savings Deposits 387,868,941 335,661,513
Certificates of Deposit Less than or Equal to: $250 000 5,010,487 6,082,000
Certificates of Deposit Greater than $250.000 7,886,970 640,433

Total $ 668,199,827

$ 867,627,439

At December 31, 2023, the scheduled maturities of certificates of deposit are as follows:

Year Ending December 31, Amount

2024 $ 11,916,170

2025 032,615

20286 20,000

2027 -

2028 : 28,672
Thereafter : -

12,897 457

Total 3

NOTE7 SECURITIES SOLD UNDER AGREEMéNTS TO REPURCHASE

Information pertaining to securities sold under agreements to repurchase as

December 31, 2023 and 2022 is as follows:

: 2023 2022
Sweep Repurchase Agreements ; $ 5,851,404 $ 4,931,364
Total : $ 5851404 $ 4,931,364
Weighted Average Rate 0.37% 0.68%
Securities Underlying the Agreements:
Carrying Value $ 17,276,303 $ 45843172
Fair Value $ 14528307 S 39.297,063

of

The securities underlying the agreemenfs as of December 31, 2023 and 2022 were under

the Bank’s control in safekeeping at third%party financiai institutions.

The sweep repurchase agreements generaiiy mature within one to four days from the

fransaction date.
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ADVANCES AND OTHER BORROWINGS

The Bank had access to borrow funds from the Federal Reserve Discount Window of
approximately $8,612,000 as of December 31, 2023. As of December 31, 2023 and 2022,
the Bank had discount window advances outstanding of $50,000,000 and $0, respectively.
These borrowings are secured by pledged securities with a carrying value of approximately
$59,101,000 as of December 31, 2023.

At December 31, 2023 and 2022, the Bank has unsecured federal funds lines of credit of
$19 million available from correspondent banks and a secured line of credit available from
the FHLB for up to 25% of total assets (subject to the provision of acceptable collateral,
currently $57.4 million in credit availability). The Bank's usage of the federal funds lines of
credit was minimal in 2023 and 2022. There was no balance outstanding against any of the
Bank's lines of credit at December 31, 2023 and 2022.

RELATED PARTY TRANSACTIONS

In the ordinary course of business, the Bank has granted loans to executive officers,
directors, and their affiliates (related parties). Activity associated with loans made to related
parties for the years ended December 31, 2023 and 2022 is as follows:

2023 2022
Balance at Beginning of Year 5 524813 $ 8,993,838
New Loans and Advances - 1,090,000
Repayments, Including Loans Soid (1,114,638) (835,708)
Balance at End of Year $ 8,133,493 $ 9,248,131

Deposits from related parties held by the Bank at December 31, 2023 and 2022 amounted
to approximately $9,852,807 and $73,762,884, respectively.
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NOTE 10 FINANCIAL INSTRUMENTS WITH OFFE-BALANCE-SHEET RISK

NOTE 11

In the normal course of business, the Bank has outstanding commitments and contingent
fiabilities, such as commitments to extend credit and standby letters of credit, which are not
included in the accompanying financial statements. The Bank’s exposure to credit loss in the
event of nonperformance by the other party to the financial instruments for commitments to
extend credit and standby letters of credit is represented by the contractual or notional
amount of those instruments. The Bank uses the same credit policies in making such
commitments as it does for instruments that are included in the balance sheets.

At December 31, 2023 and 2022, the foléowing financial instruments whose contract amount
represents credit risk were approximately as follows:

; 2023 2022
Unfunded Commitments Under Lines of Credit $ 132,375,834 $ 103,502,810
Standby Letters of Credit : 2,730,148 2,144,101

Totat $ 135,105,982 $ 105,646,911

Commitments to extend credit are agreements to lend to a customer as long as there is no
violation of any condition established in the contract. Commitments generally have fixed
expiration dates or other termination clauses and may require payment of a fee. Since many
of the commitments are expected to expire without being drawn upon, the total commitment
amounts do not necessarily represent future cash requirements. The Bank evaluates each
customer’s creditworthiness on a case-by-case basis. The amount of collateral obtained, if
deemed necessary by the Bank upon extension of credit, is based on management's credit
evaluation. Collateral held varies but may include accounts receivable, inventory, property
and equipment, and income producing commercial properties.

Standby letters-of-credit are conditional commitments issued by the Bank to guarantee the
performance of a customer to a third party. Standby letters-of-credit generally have fixed
expiration dates or other termination clatuses and may require payment of a fee. The credit
risk involved in issuing letters of credit is essentially the same as that involved in extending
loan facilities to customers. The Bank's policy for obtaining collateral, and the nature of such
collateral, is essentially the same as that involved in making commitments to extend credit.

The Bank was not required to perform on any financial guarantees and did not incur any
losses on its commitments during the past two years.

LEGAL CONTINGENCIES

The Bank may be subject to claims and lawsuits which may arise primarily in the ordinary
course of business. It is the opinion of management, if such claims are made, that the
disposition or ultimate resolution of the claims and lawsuits will not have a material adverse
effect on the financial position of the Bank. In October 2023, the Bank was named as a
defendant in a lawsuit regarding fraudulent activity by a client of the Bank. As of the report
date, management believes this lawsuit i$ without merit and will not have a material adverse
impact on the financial statements of the Bank.
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NOTE 12 STOCK WARRANTS AND OPTIONS

Stock Options

Under the Bank's Employee Stock Option Plan (the Plan), the Bank may grant options to its
directors, officers, and employees for up to 800,000 shares of common stock. Both incentive
stock options and non-qualified stock options may be granted under the Plan. The exercise
price of each option equals the fair value of the Bank's stock on the date of grant and an
option's maximum term is 10 years. Vesting periods are five and eight years from the date of
grant. The Bank adopted the guidance in the recognition principle for stock compensation
expense, which requires that compensation cost relating to share-based payment
transactions be recognized in the financial statements with measurement based upon the
fair value of the equity or liability instruments issued.

For the years ended December 31, 2023 and 2022, the Bank recognized $111,836 and
$207,791, respectively, in compensation expense for stock options.

There were no options granted in 2023. The calculated value of each option granted in 2022
is estimated on the date of grant using the Black-Scholes option-pricing model with the
following weighted-average assumptions:

2022
Dividend Yield 15.0%
Expected Life 7.5 Years
Expecied Volatiity 10.0%
Risk-Free Interest Rate 1.45%

Stock Options (Continued)

A summary of the status of the Bank’s stock option plan as of December 31, 2023 and 2022
is presented below:

Officer and Employee Options 2023 2022
Weighted Weighted
Average Aggregate Average
Exercise Intrinsic Exercise
Shares Price Value Shares Price
Quistanding at Beginning of Year 310,175 8 11.84 186,900 3§ 10.00
Granted - - 152,250 13.75
Exarcised (20,775) 12.06 (28,975) 10.00
Forfeited or Expired - - {10,000} 10.00
Outstanding af End of Year 288,400 % 11.83 & 555,648 310,175 % 11.84
Options Exercisable at Year-End 123850 § 1068 $ 392605 75200 % 10.00
Weighted Average Fair Value of
Qptions Granted During the Year $ - $
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NOTE 13 EMPLOYEE BENEFITS (CONTINUED)

Split-Dollar Loan Arrangements

In 2021, the Bank implemented supplemental retirement benefits for certain executives
using split-dollar loan (SDL) arrangements. Under SDL, the Bank advanced premiums to the
executives to acquire life insurance policies owned by the executives. This is treated as a
loan under income tax regulations. The Bank will be fully repaid the loans and has secured
collateral assignments of the policies to protect its interest in them. The [lfe insurance
policies are the sole source of repayment of the loans. At times the cash surrender value
may be less than the loan balances. When there is a shortfall, generally accepted
accounting principles requires the Bank to recognize the shortfall as a deferred
compensation expense and adjust the receivable by the same amount. However, since
there will be sufficient death proceeds io fully repay the loans upon an executive’s death,
any shortfall is temporary. At December 31, 2023 and 2022, the receivable recorded for the
split-dollar loan arrangements amounted to approximately $2,930,091 and $2,806,862,
respectively.

Stock Appreciation Rights Plan _

in 2022 the Bank implemented a Stock Appreciation Rights (S8ARs) Plan, which awards
certain employees (Participants) the right to be paid compensation equivalent to an increase
in the value per share of the Bank’s common stock over an initial value, with the value per
share to be determined by the Board in its sole discretion. The purpose of the Plan is to
advance the interests of Winter Park National Bank and its shareholders by rewarding
outstanding performance by Bank employees, providing additional incentives to such
employees to act in the long-term best interests of the Bank, encouraging such employees
to remain in the Jong-term employment of the Bank, and insuring that such employees share
in the appreciation and the value of the Bank. During the first year after the SAR issue date,
no portion of the SARs shall be vested An amount equal to 20% of the number of SARs
held by the Participant shall vest commencing on the first anniversary of the SAR issue date
and an additional 20% on each succeeding anniversary thereafter until vested 100% on the
fifth anniversary of the SAR issue date. If the Bank pays a cash distribution on the shares of
Bank common stock to Bank shareholders, then an amount of cash equal to 20% of such
cash distribution per share will be credited to the vested SARs in a Participant’s account. All
benefits to a Participant under the Plan will be paid in cash. In 2023, 10,000 additional SARs
were awarded to Participants. The charge to operations in 2023 for anticipated payments
under the plan was $160,000. In 2022, 39,250 SARs were awarded to Participants. The
charge to operations in 2022 for anticipated payments under the plan was $53,000. The
charge to operations is included in salaries and employee benefits in the statements of
income, with the deferred compensation liability included in the caption other liabilities on
the balance sheets.
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NOTE 14 REGULATORY MATTERS

The Bank is subject to various regulatory capital requirements administered by the federal
banking agencies. Failure to meet minimum capital requirements can initiate certain
mandatory, and possibly additional discretionary, actions by regulators that, if undertaken,
could have a direct material effect on the Bank's financial statements. Under capital
adequacy guidelines and the regulatory framework for prompt corrective action, the Bank
must meet specific capital guidelines that involve quantitative measures of the Bank's and
the Bank's asseis, liabilities, and ceriain off-balance-sheet items as calculated under
regulatory accounting practices. The Bank's capital amounts, and classification are also
subject to qualitative judgments by the regulators about components, risk weightings, and
other factors. Prompt corrective action provisions are not applicable to bank holding
companies.

Quantitative measures established by regulation to ensure capital adequacy require the
Bank and the Bank to maintain minimum amounts and ratios of common equity, total, and
Tier 1 capital (as defined in the regulations) to risk-weighted assets {as defined), and Tier 1
capital {as defined) to average assets (as defined). Management believes that the Bank met
all capital adequacy requirements to which they are subject as of December 31, 2023 and
2022. In addition to these requirements, banking organizations must maintain a 2.5% capital
conservation buffer consisting of commeon Tier | equity effective January 1, 2019.

As of December 31, 2023, the most recent notification from the regulatory agencies
categorized the Bank as well capitalized under the regulatory framewark for prompt
corrective action. To be categorized as well capitalized the Bank must maintain minimum
common equity risk-based, Tier 1 risk-based, and Tier 1 leverage ratios as set forth in the
tabie. There are no conditions or events since that notification which management believes
have changed the Bank's category.
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NOTE 14 REGULATORY MATTERS (CONTINUEi))

The Bank's actual capital amounts and ratios as of December 31, 2023 and 2022 are
presented in the following table. :

Actual

Minimum Capital

Minimum o be

Requirement Well Capitalized
December 31, 2023 Amourst Ratio Ratio Ratio
Common Equity Tier 1 Capital to

Risk Weighted Assets (CET1} $ 53,210,006 10.56%  § 22,703,000 450% $ 32793000 6.50%
Tier | Capital to Risk Weighted Assets 53,210,000  10.55% 30,270,000  6.00% 40,360,000  8.00%
Total Capital to Risk Weighted Assets 58,459,00(% 11.59% 40,360,000 B.00% 50,450,000  10.00%
Tier | Capital to Average Assets sa,zw,ooé 6.70% 31,757,000  4.00% 39,696,000  5.00%

: Minimum Capital Minimum to be
Actual Requirement Well Capitalized
December 31, 2022 Amount :  Ratio Amount Ratio Amount Ratio
Common Equity Tier 1 Capital to {

Risk Weighted Assels $ 51,557,000 10.82%  § 21.446,000 450%  $ 30977000  6.50%
Tier | Capital to Risk Weighted Assets 51,557,00@ 10.82% 28,594,000  6.00% 38,125,000  8.00%
Total Capital to Risk Weighted Assets 56,111 .ood 11.77% 38,125,000 8.00% 47,556,000  10.,0C%
Tier | Capital to Average Assets 51,557,006  676% 30,494,000  4.00% 38,117,000  5.00%

The Bank is subject to certain restrictioné on the amount of dividends that it may pay without
prior regulatory approval. The Bank normally restricts dividends to a lesser amount.
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NOTE 15 FAIR VALUE MEASUREMENTS

Recurring Basis

The Bank uses fair value measurements to record fair value adjustments to certain assets
and liabilities and to determine fair value disclosures. For additional information on how the
Bank measures fair value refer to Note 1 — Summary of Significant Accounting Principles to
the financial statements. The following table presents the balances of the assets and
liabilities measured at fair value on a recurring basis as of December 31, 2023 and 2022:

December 31, 2023 Level 1 Level 2 Level 3 Total
Securities Available for Sale:
U.S, Government and Federal

Agency $ - §$ 10938480 3 - % 10,938,460
SBA Pgols - 7,274,760 - 7,274,760
Corporate - 979,490 - 979,490
Municipals - 26,552,302 - 26,552,302
Coliateralized Mortgage

Obligations - 3,406,179 - 3,406,179
Mortgage-Backed:

Residential - 14,206,006 - 14,206,006
Commercial - 27,224,371 - 27,224 371
Total Securities Available
for Sale 3 - 90581568 % - 3 90,581,568
December 31, 2022 Lavel 1 Level 2 Level 3 Total

Securities Available for Sale;
U.S. Government and Federal

Agency 3 - % 10,823,100 % - § 10,823,100
SBA Pools - 9,244,399 - 9,244,399
Corporate - 967,030 - 867,030
Municipals - 27,535,176 - 27,535,176
Collateralized Mortgage

Obligations - 3,857,348 - 3,857,348
Morigage-Backed:

Residential - 15,595,412 - 15,695,412

Commerciat - 39,785,645 - 39,785,545
Total Securities Avaitable

for Sale $ - % 107,808,010 § - § 107,808,010

The following is a description of the valuation methodologies used for instruments measured
at fair value on a recurring basis, as well as the general classification of such instruments
pursuant to the valuation hierarchy.
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NOTE 15 FAIR VALUE MEASUREMENTS (CON'!fINUED)

investment Securities

When available, the Bank uses quoted market prices to determine the fair value of
securifies; such items are classified in Level 1 of the fair value hierarchy. For the Bank’s
securities for which quoled prices areinot available for identical securities in an active
market, the Bank determines fair value atilizing vendors who apply matrix pricing for similar
bonds for which no price is observable or may compile prices from various sources. These
moadels are primarily indusiry-standard models that consider various assumptions, including
time value, vyield curve, volatility factors, prepayment speeds, default rates, loss severity,
current market, and contractual prices for the underlying financial instruments, as well as
other relevant economic measures. Substantially all of these assumptions are observable in
the marketplace, can be derived from observable data, or are supported by observable
levels at which transactions are executed in the marketplace. Fair values from these models
are verified, where possible, against quoted market prices for recent trading activity of
assets with similar characteristics to the security being valued. Such methods are generally
classified as Level 2. However, when prices from independent sources vary, cannot be
obtained, or cannot be corroborated, a security is generally classified as Level 3.

Nonrecurring Basis

Certain assets are measured at fair value on a nonrecurring basis. These assets are not
measured at fair value on an ongoing basis; however, they are subject to fair value
adjustments in certain circumstances, such as when there is evidence of impairment or a
change in the amount of previously recognized impairment.

The Bank had no net impairment Iossesfreiated to nonrecurring fair value measurements of
certain assets for the years ended Decer_hber 31, 2023 and 2022.
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