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AMERICA’S

*1 BANK

FOR SERVICE

- Forbes

IN-STORE

This year, in a national consumer satisfaction survey
commissioned by Forbes, Republic Bank was recognized ONLINE
as America’s #¥1 Bank for Service. We received top marks for
technology, physical stores, longer hours than competitors,
dog-friendly policies and free services, like coin counting,
we're honored that our customers and FANS made us

#1 in the country!

We know that our retail-based model focused on fanatical
customer service and absolute convenience has deeply
resonated with each community we serve — from New York
City to the Greater Philadelphia Region.

MOBILE

We create FANS, not customers, by delivering
an unmatched banking experience across all
delivery channels.
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A LETTER FROM THE
CHAIRMAN/CEO

Dear Shareholders, Customers, Investors,
Team Members and Friends,

2020 was a year defined by the unprecedented challenges
and economic uncertainty brought on by the devastating
coronavirus pandemic. Through it all, Republic Bank

was steadfast in our commitment to what is most
important: our customers. We continued to deliver
exceptional service, both virtually and in-person, turning
customers into FANS and proving that, no matter the
obstacles faced, “The Power of Red is Back” and here

to stay.

In a difficult year, we're proud to have remained laser-
focused on our customer-centric philosophy:

» Providing an elite in-store banking experience and
matching it with online and mobile options as well

» Planning for new digital offerings to ensure we're
at the forefront of banking innovation

e Hiring the best and brightest team members to
exceed customer expectations

e Creating FANS not customers

2020 culminated in Republic Bank being named
America’s #1 Bank for Service by Forbes after it released
the results of its national consumer satisfaction survey.
The prestigious honor recognizes our model of creating
FANS, not customers, by delivering an unmatched banking
experience across all delivery channels. Republic Bank
topped the list, with survey respondents noting our mobile
banking solutions, welcoming all-glass prototype stores,
long hours, dog-friendly policies and free coin counting
as key differentiators.

We are local commercial bankers making local loans to
people we know and support.

As a result of our commitment to excellence, the past 12
months saw:

o Assets increase 52% to $5.1 billion
o Loans grow 51% to $2.6 billion
» Deposits increase 34% to $4.0 billion

We are particularly proud of our participation in the PPP
loan program, which provided critical funding to small
businesses throughout our footprint. We capitalized

on being one of the few banks willing to accept loan

applications from businesses that were not existing
customers. More than 50% of applications received came
from non-customers, and many of those businesses

have since switched their primary banking relationship to
Republic Bank. In total, we originated more than $680M in
PPP loans for nearly 5,000 small businesses.

During 2020, Republic Bank continued to expand its
footprint to meet customer demand, opening new
locations in Northfield, NJ and Bensalem, PA. We also
broke ground on future store locations in Deptford, NJ
and Ocean City, NJ, which are both expected to openin
2021. After making our entrance into the New York market
in 2019, we continued to invest in our Manhattan-based
team, bringing on several experienced lending team
members and other executive-level hires.

New stores opened since the beginning of the “Power of
Red is Back” expansion campaign are growing deposits at
an average rate of $38 million per year, while the average
deposit growth for all stores over the last 12 months was
$33 million. To complement the in-store experience,
we're investing in our technology platforms, offering
customers an unmatched banking experience.

As we put 2020 behind us, I'm incredibly proud of what
we've accomplished during this challenging time and look
forward to the year ahead.

We're more confident than ever that THE BEST IS YET
TO COME.

ot 2 i

Vernon W. Hill, I,
Chairman, CEO
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REPUBLIC FIRST BANCORP, INC. FINANCIAL HIGHLIGHTS

(S in millions, except per share data)

2020 % Change 3YEAR 2019 2018
vs 2019 AVERAGE
GROWTH RATE

ASSETS $5,066 +52% +31% $3,341 $2,753

LOANS 2,645 +51% I +32% 1,748 1,437
DEPOSITS 4,014 +34% +25% 2,999 2,393

NET INCOME 5.1 [RRZTyA +34% (3.5) 8.6

NET INCOME

PER SHARE +217% +26% $(0.06)

A LETTER FROM THE
CHAIRMAN EMERITUS

Throughout 2020, despite the impact of the pandemic, Republic Bank has
produced the same strong organic growth in asset, loan and deposit balances we
have long been known for. Equally important, we were able to drive significant
improvement in earnings, thanks to our focus on targeted cost control measures
to deliver positive operating leverage.

At Republic Bank, our foremost priority is to provide the absolute best banking
experience across every channel — affording customers incredible convenience
whether they prefer to bank online, via mobile or in our industry-leading stores.
Our unique value proposition continues to resonate with our customers, as
reinforced by Forbes ranking Republic Bank as America’'s #1 Bank for Service as a
result of a comprehensive national survey.

When | founded Republic Bank in 1988, | couldn’t have imagined all that we've accomplished. It has been the honor of my life to
serve as CEO for more than three decades, working alongside the most talented team in the business to change the way people
think about banking. I'm particularly thankful to Vernon for everything he has done and know his passion for our brand will
continue to push Republic Bank to new heights. As | begin a new chapter as president and chairman emeritus, I'm confident that
Republic Bank’s unique model and strategic growth plan will enable us to achieve even greater success in the years to come.

On behalf of the Board of Directors and our Executive Team, thank you for your steadfast support of our mission and vision.
We look forward to a healthy and prosperous 2021.

7@0 Patlomra_

Harry D. Madonna
President, Chairman Emeritus



EXECUTIVE MANAGEMENT
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PAYROLL PROTECTION PROGRAM (PPP)

Amid the coronavirus pandemic, a time of extreme economic distress for small businesses, we worked rapidly to fund
loans through the PPP program to customers and non-customers. In fact, we were the first bank in the Philadelphia
region to welcome non-customers at the start of the program. While many of our competitors were slow to accept
applications, we were able to leverage our expertise in SBA lending to make the process quick and easy for business
owners throughout the East Coast and beyond. Our commitment to this program and to small businesses ultimately
made Republic Bank one of the top PPP lenders in the country. As always, we are proud to champion small businesses.

Catholic Partnership Schools provides education

for over 1,000 students grades K-8, in five schools in
Camden, NJ. When the COVID-19 pandemic hit,

the future of the school was uncertain; CPS needed
to act quickly and turned to Republic Bank to secure
a $1IM+ PPP loan. The loan provided a life raft, saving
the jobs of 140 employees, 100 of whom are teachers,
and allowed the students to continue instruction,
providing time and consistency- a critical piece of a
child’s learning process.

@G With so much uncertainty, we were unsure of
what our future would hold, without needed
financial assistance. | found out that Republic
Bank was already ahead of the game, accepting
PPP applications. | reached out to the Board and
we decided it was time to make the switch to
secure a PPP loan through Republic — and to
work with them going forward. 99

— Brian Berry, Director of Development

ACCT is the region'’s largest animal care and control
service provider handling nearly 18,000 animals
annually. Republic Bank assisted in the approval of

a PPP loan which allowed staff to continue offering
critical services throughout the COVID-19 pandemic.

GG Working with Republic Bank to secure a PPP loan
for ACCT was an outstanding experience. During
a time of stress and uncertainty, it was a relief to
have a partner like Republic guiding us every step
of the way with a great sense of urgency. The
funding we received was invaluable in ensuring
our organization can withstand the challenges
from the pandemic and continue to deliver on
our mission.g 5

— Mike Gillen, ACCT Board Member




COMMERCIAL BANKING

Republic Bank is focused on the banking and credit
needs of businesses and non-profits throughout
Metro Philadelphia and Metro New York.

Local bankers making local loans, including:

e Term Lending
e Lines of Credit

» SBA Lending

o Construction Lending
* Permanent Mortgage

¢ Municipal Finance

Plus full service integrated Treasury Management.

$12,500,000

FOULKE
MANAGEMENT

Commercial Mortgage
Auto Dealer

& full treasury
management

Camden County, NJ

$10,000,000

DOLAN
CONTRACTORS INC

Real Estate
Development Facility
& full treasury
management

Burlington County, NJ

$2,300,000

PROCACCI
HOMES

Construction and
development loan for
an 8 unit subdivision

Burlington County, NJ

$14,000,000

GOODWILL

INDUSTRIES
of Southern NJ
and Philadelphia

Commercial lending
relationship and full
treasury management

Burlington County, NJ

$5,000,000

LEAP
ACADEMY

Refinance & Expansion
of Charter School
with full treasury
management

Camden County, NJ

$18,000,000

SPORTS
DEVELOPMENT INC

Boardwalk and sports
plex commercial
mortgage and term
loan with full treasury
management

Cape May County, NJ

MAKING HEADLINES:
FROM PHILADELPHIA
AND BEYOND

Throughout 2020, with media looking to us for financial
expertise, Republic Bank executives offered commentary
to national and local publications.

@he Philadelphia Tnquiver

This small Philly bank is approving
hundreds of PPP loans for anyone,

while others stall or favor their own.

RIGHT MOVES: Vernon Hill on PPP.

PHILADELPHIA
BUSINESS JOURNAL

“I have been in banking for 47 years and | have never
seen anything like this,” Hill said.

“We have received hundreds of applications. Many
customers are dropping them off at our branches.
We are getting referrals from lawyers, accountants
and influencers, as well as other banks.” (Vernon Hill)

Plenty of banks including Republic Bank are
still accepting and processing loans from
both existing and new customers.

FORTUNE

Chairman Vernon Hill tells Fortune the
bank is already receiving a tremendous
volume of PPP loan applications.

2020 ANNUAL REPORT | REPUBLIC BANK | 06



STORE OPENINGS

Despite the challenges of the pandemic, we remained
steadfast in our growth plan with the opening of

two new stores. While our Grand Openings looked

a little different this year, the public enthusiasm for

our customer-centric approach to banking remained
unchanged. Our second Jersey Shore location opened
with great fanfare in Northfield, NJ in January, and we
also continued expanding our presence in Bucks County
with a new location in Bensalem, PA in September.

As national and regional banks downsize their inflated
branch networks, we continue to strategically build our
signature all-glass stores in highly trafficked areas with
identified customer demand.

Bensalem, PA Ribbon Cutting (September 12, 2020)

o7

PERSONAL BANKING

We are fanatical when it comes to customer service,
always going above and beyond to exceed customer
expectations. We prioritize getting to know customers on
a personal basis so that we can better serve their needs,
while aiming to make banking easy and convenient.

Our customers are comforted knowing they will never
be treated as just another number on a balance sheet
and we're excited to offer the absolutely best banking
experience across every channel, whether you prefer

to bank online, via mobile or in-store.

e Open 7 Days
early & late, 361 days a year

* Absolutely FREE
Personal Checking

* Residential Mortgages
* FREE Coin Counting

for everyone!

* ATM/Debit & Credit Cards

on the spot

e Fee FREE ATMs’
over 55,000 Allpoint® ATMs
worldwide

e Bank Anywhere
in-store, online, phone or mobile?

" Some limitations or restrictions may apply for businesses.
2 For Republic Bank customers. *Text and data charges may apply.

BUSINESS BANKING

At Republic Bank, we love small businesses and
understand they are the backbone of our local
economies. That's why we continue to prioritize delivering
necessary funding to business owners quickly, creatively
and locally. As a result of our unmatched commitment

to small businesses, we have been ranked as a top small
business lender in the tri-state region for seven years
running. We offer a comprehensive suite of business
banking products and services to meet our customers’
unique needs, including:

* Absolutely FREE
Business Checking’

¢ Cash Management Solutions
* Loans and Lines of Credit

¢ Online Banking with Bill Pay
* Business Visa® Credit Card

e Small Business Lending

¢ Commercial Real Estate

“Up to 600 checks/deposited items monthly for this account.
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1818 Market St
833 Chestnut St
Abington
Bensalem
Fairless Hills
Feasterville
Mayfair

Media
Plymouth Meeting
Torresdale
Wynnewood

NEW JERSEY

Berlin

Cherry Hill
Cherry Hill Mall
Evesboro
Gloucester
Haddonfield
Glassboro
Lumberton
Marlton
Medford
Moorestown
Northfield

NN EIE
Somers Point
Voorhees
Washington Township

COMING SOON

Havertown, PA
King of Prussia, PA
Lawrence Park, PA
Southampton, PA
Cinnaminson, NJ
Deptford, NJ
Ocean City, NJ

Open 7 Days

@ Coming Soon
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549
FORM 10-K
(Mark One)
[ X ] Annual Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934 for the fiscal year ended December 31, 2020.
or

[ ] Transition Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934 for the transition period from  to

Commission File Number: 000-17007

REPUBLIC FIRST BANCORP, INC.
(Exact name of registrant as specified in its charter)

Pennsylvania 23-2486815
(State or other jurisdiction of incorporation or organization) (L.R.S. Employer Identification No.)
50 South 16" Street, Philadelphia, Pennsylvania 19102
(Address of principal executive offices) (Zip code)

Registrant’s telephone number, including area code 215-735-4422

Securities registered pursuant to Section 12(b) of the Act:

Trading
Title of each class Symbol(s) Name of each exchange on which registered
Common Stock FRBK Nasdaq Global Market

Securities registered pursuant to Section 12(g) of the Act: None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. YES [ | NO [X]
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. YES [ ] NO [X]

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

Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted pursuant to
Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months. YES [X] NO[]

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

LR N3

Large accelerated filer [ ] Accelerated filer [X]
Non-Accelerated filer [ ] Smaller reporting company [ ]
Emerging growth company [ ]

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

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

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). YES [] NO [X]

The aggregate market value of the voting and non-voting common equity held by non-affiliates was $128,218,333 based on the last sale
price on Nasdaq Global Market on June 30, 2020.

Indicate the number of shares outstanding of each of the registrant’s classes of common stock, as of the latest practicable date.

Common Stock, par value $0.01 per share 58.867.653
Title of Class Number of Shares Outstanding as of March 10, 2021

DOCUMENTS INCORPORATED BY REFERENCE
Portions of the registrant’s Definitive Proxy Statement for its 2021 Annual Meeting of Shareholders, which Definitive Proxy Statement
will be filed with the Securities and Exchange Commission not later than 120 days after the registrant’s fiscal year ended December 31,
2020, are incorporated by reference into Part III of this Form 10-K; provided, however, that the Compensation Committee Report, the Audit
Committee Report and any other information in such proxy statement that is not required to be included in this Annual Report on Form
10-K, shall not be deemed to be incorporated herein by reference or filed as a part of this Annual Report on Form 10-K.
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PART 1
Item 1: Business

Throughout this Annual Report on Form 10-K, the registrant, Republic First Bancorp, Inc., is referred
to as the “Company” or as “we,” “our” or “us”.The Company’s website address is
www.myrepublicbank.com. The information on this website is not and should not be considered part of this
Form 10-K and is not incorporated by reference in this Form 10-K. This website is, and is only intended to
be, for reference purposes only. The Company makes available free of charge on or through its website its
Annual Report on Form 10-K, quarterly reports on Form 10-Q and current reports on Form 8-K, and
amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange
Act of 1934, as amended (the “Exchange Act”) as soon as reasonably practicable after the Company
electronically files such material with, or furnishes it to, the Securities and Exchange Commission (the

CGSEC”)'
Forward Looking Statements

This document contains “forward-looking statements,” as that term is defined in the U.S. Private
Securities Litigation Reform Act of 1995. Forward-looking statements can be identified by words such as
“believes,” “expects,” “anticipates,” “plans,” “estimates,” “projects,” “forecasts,” “should,” “could,”
“would,” “will,” “confident,” “may,” “can,” “potential,” “possible,” “proposed,” “target,” “pursue,”
“outlook,” “maintain,” or similar expressions, or when we discuss our guidance, strategy, goals, vision,

mission, opportunities, projections or intentions.

LR INY3

Forward-looking statements are subject to certain risks and uncertainties that could cause actual results
to differ materially from those projected in the forward-looking statements. For example, and in addition
to the “Risk Factors” discussed elsewhere in this Form 10-K, risks or uncertainties can arise with changes
in or related to:

e the negative impacts and disruptions of the COVID-19 pandemic and measures taken to contain its
spread on our employees, customers, business operations, credit quality, financial position,
liquidity and results of operations;

the length and extent of the economic contraction as a result of the COVID-19 pandemic;

deterioration in general economic conditions;

changes in interest rates;

changes in customer behavior, including loan demand;

changes in the adequacy of our allowance for loan losses and our methodology for determining

such allowance;

adverse changes in our loan portfolio and credit risk-related losses and expenses;

e changes in concentrations within our loan portfolio, including our exposure to commercial real
estate loans, and to our primary service area; changes in interest rates;

e our ability to identify, negotiate, secure and develop new store locations and renew, modify, or
terminate leases or dispose of properties for existing store locations effectively;

e business conditions in the financial services industry, including competitive pressure among
financial services companies, new service and product offerings by competitors, price pressures
and similar items;

e changes in deposit flows and loan demand;

e the regulatory environment, including evolving banking industry standards, changes in legislation
or regulation;

e our securities portfolio and the valuation of our securities;



e changes in accounting principles, policies and guidelines as well as estimates and assumptions used
in the preparation of our financial statements;

e operational risks including, but not limited to, cybersecurity incidents, fraud, natural disasters and
future pandemics;

e litigation liabilities, including costs, expenses, settlements and judgments; and

e other economic, competitive, governmental, regulatory and technological factors affecting our
operations, pricing, products and services.

Readers are cautioned not to place undue reliance on these forward-looking statements, which reflect
management’s beliefs only as of the date hereof. Except as required by applicable law or regulation, we do
not undertake, and specifically disclaim any obligation, to update or revise any forward-looking statements
to reflect any changed assumptions, any unanticipated events or any changes in the future. Significant
factors which could have an adverse effect on the operations and future prospects of the Company are
detailed in the “Risk Factors” section included under Item 1A of Part I of this Annual Report on Form 10-
K. Readers should carefully review the risk factors included in this Annual Report on Form 10-K and in
other documents the Company files from time to time with the SEC.

General

Republic First Bancorp, Inc. was organized and incorporated under the laws of the Commonwealth of
Pennsylvania in 1987 and is the holding company for Republic First Bank, which does business under the
name Republic Bank, and we refer to as Republic or the Bank throughout this document. Republic offers a
variety of credit and depository banking services. Such services are offered to individuals and businesses
primarily in the Greater Philadelphia, Southern New Jersey, and the New York City area through offices
and branches in Philadelphia, Bucks, Delaware, and Montgomery Counties in Pennsylvania, Atlantic,
Burlington, Camden, and Gloucester Counties in New Jersey, and New York County in New York.

Historically, our primary objective had been to position ourselves as an alternative to the large financial
institutions for commercial banking services in the Greater Philadelphia and Southern New Jersey region.
However, in 2008, we made an important and strategic shift in our business approach, redirecting our efforts
toward the creation of a major retail bank that would meet an important need in our existing marketplace.
Focused on delivering high levels of customer service and satisfaction, driving innovation, developing a
bold brand and creating shareholder value, Republic Bank sought to offer a banking experience that would
turn customers into Fans. As other banks began to turn toward automation for growth, Republic Bank took
a different approach and chose not only to embrace advances in technology, but to also define itself by the
personal touch.

To achieve such a transformation, we recruited several key banking executives who had previously
served in leadership roles at Commerce Bank, upon which this business model draws inspiration. With a
strong management team in place, along with adequate capital resources to support this revitalized vision,
we began to build a unique brand with the goal of establishing ourselves as a premier financial institution
in the Philadelphia metropolitan area.

An important part of that strategic shift toward creating a retail and customer focused bank was the
decision in 2010 to rebrand our stores from Republic First Bank to Republic Bank, which had been the
name under which we had initially incorporated and operated from 1988-1996. In support of that rebrand,
we also renovated and remodeled the majority of our existing branches which refer to and operate as stores.
Further, we embraced critical service changes that reframed the Republic Bank brand and experience in the
eyes of the consumer to include expanded hours, absolutely free checking, free coin counting, no ATM
surcharges, mobile banking and much more.



From a lending perspective, we also shifted away from our historic approach, which was primarily
focused on business banking and isolated commercial lending transactions, in particular commercial real
estate loans. While restructuring our loan portfolio and deemphasizing the origination of commercial real
estate loans, we also undertook a detailed review of our more significant credit relationships. This review
allowed us to reduce exposure, enhance our allowance for loan loss methodology and commit to originate
fewer commercial real estate loans in an effort to reduce our credit concentrations in that particular category.

With these significant changes implemented, Republic Bank was then well-positioned to execute an
aggressive expansion plan which was given the title, “The Power of Red is Back.” To support this growth
strategy, we completed the sale of $45 million of common stock through a private placement offering in
April 2014 which provided the necessary capital to begin our aggressive expansion plan.

During 2016, we expanded our product offerings through the addition of a residential mortgage lending
team. We acquired Oak Mortgage Company in July 2016 which has been fully integrated and now a division
of the Bank. The acquisition of Oak Mortgage allows us to provide our customers with opportunities in the
residential lending market. The Oak Mortgage team has been a tremendous fit for Republic’s commitment
to extraordinary customer service and has proven to be a perfect complement to the Bank’s network of store
locations.

To strengthen our capital position and prepare for the next stage of growth and expansion, we completed
a capital raise in the amount of $100 million through a registered direct offering of our common stock in
December 2016. At the same time, Vernon W. Hill, II became a member of the Board of Directors and was
appointed Chairman of Republic First Bancorp, Inc. He has been a major investor and consultant to
Republic since 2008. Mr. Hill is often credited with reinventing the concept of Retail Banking. He was the
Founder and Chairman of Commerce Bancorp, a $50 billion Retail Bank headquartered in metro
Philadelphia, which grew to 450 locations along the east coast before its sale in 2007.

In February 2021, Mr. Hill was named to the additional role of Chief Executive Officer of both the
Company and the Bank. Since joining Republic in 2008, Mr. Hill has led the growth of the Company from
$900 million in assets to $5.1 billion as of December 31, 2020. The number of stores has grown from eight
to thirty-one, with each location making a concentrated effort to become a valued part of the community in
which it operates. During this time Republic has also become one of the top small business lenders in its
market as proven by its performance during 2020 in the Paycheck Protection Program (“PPP”) authorized
by the CARES Act. Republic originated more than $680 million in PPP loans to nearly 5,000 local
businesses providing critical funding during an unprecedented economic crisis caused by the COVID-19
pandemic. Mr. Hill’s unique approach to banking and focus on customer service culminated in Republic
Bank being named “America’s #1 Bank for Service” by Forbes based on a survey conducted during 2020.

In August 2020, we completed a capital raise through an offering of $50 million of convertible preferred
stock to strengthen our capital position and continue with our aggressive growth plan. As we expand our
footprint we take all steps required to ensure that we do not lose focus on our commitment to extraordinary
levels of customer service and satisfaction. Our stores are open seven days a week, 361 days a year, with
extended lobby and drive-thru hours providing customers with tremendous convenience and flexibility. In
2020, we expanded our store network by building our signature glass building at new locations in
Northfield, NJ and Bensalem, PA. It is our goal to deliver best in class service across all delivery channels
including not only our physical store locations, but online and mobile options as well. We continue to make
investments in digital and technology tools as we strive to maintain our position as “America’s #1 Bank for
Service”.

As of December 31, 2020, we had total assets of approximately $5.1 billion, total sharcholders’ equity
of approximately $308.1 million, total deposits of approximately $4.0 billion, net loans receivable of



approximately $2.6 billion, and net income of $5.1 million with net income of $4.1 million available to
common shareholders for the year ended December 31, 2020. We have one reportable segment: community
banking. The community bank segment primarily encompasses the commercial loan and deposit activities
of Republic, as well as residential mortgage and other consumer loan products in the area surrounding its
stores. We provide banking services through the Bank, and do not presently engage in any activities other
than traditional banking activities.

Republic Bank

Republic First Bank is a commercial bank chartered pursuant to the laws of the Commonwealth of
Pennsylvania, and is subject to examination and comprehensive regulation by the Federal Deposit Insurance
Corporation (FDIC) and the Pennsylvania Department of Banking and Securities. Republic First Bank is a
subsidiary of Republic First Bancorp, Inc. Republic First Bank does business under the name of Republic
Bank. The deposits held by the Bank are insured, up to applicable limits, by the Deposit Insurance Fund of
the FDIC.

Service Area / Market Overview

Our primary service area currently consists of Greater Philadelphia, Southern New Jersey, and New
York City. We presently conduct our principal banking activities through thirty-one branch locations which
are commonly referred to as “stores” throughout this document to reflect our retail oriented approach to
customer service and convenience. Thirteen of these stores are located in Philadelphia and the surrounding
suburbs of Plymouth Meeting, Wynnewood, Abington, Media, Fairless Hills, Feasterville, and Bensalem
in Pennsylvania. There are Sixteen stores located in the Southern New Jersey market in Haddonfield,
Voorhees, Glassboro, Marlton, Berlin, Washington Township, Moorestown, Sicklerville, Medford, Cherry
Hill, Gloucester Township, Evesboro, Somers Point, Lumberton, and Northfield. There are two stores
located in New York City at 14™ Street & 5™ Avenue and 51%' Street & 3™ Avenue. Our commercial lending
activities extend beyond our primary service area, to include other counties in Pennsylvania, New Jersey,
and New York as well as parts of Delaware, Maryland, and other out-of-market opportunities. Our
residential lending activities also extend outside of our primary service area, to include other counties in
Pennsylvania, New Jersey, and New York, in addition to other states such as Delaware and Florida.

Competition

We face substantial competition from other financial institutions in our service area. Competitors
include Wells Fargo, BB&T, Citizens, PNC, Santander, TD Bank, and Bank of America, as well as many
regional and local community banks. In addition, we compete directly with savings banks, savings and loan
associations, finance companies, credit unions, mortgage brokers, insurance companies, securities
brokerage firms, mutual funds, money market funds, private lenders and other institutions for deposits,
commercial loans, mortgages and consumer loans, as well as other services. Competition among financial
institutions is based upon a number of factors, including the quality of services rendered, interest rates
offered on deposit accounts, interest rates charged on loans and other credit services, service charges, the
convenience of banking facilities, locations and hours of operation, the availability of mobile and internet
resources and, in the case of loans to larger commercial borrowers, applicable lending limits. Many of the
financial institutions with which we compete have greater financial resources than we do and offer a wider
range of deposit and lending products.

Our legal lending limit to one borrower was approximately $45.0 million at December 31, 2020. Loans
above this amount may be made if the excess over the lending limit is participated to other institutions. We
are subject to potential intensified competition from new branches of established banks in the area as well
as new banks that could open in our market area. There are banks and other financial institutions, which



serve surrounding areas, and additional out-of-state financial institutions, which currently, or in the future,
may compete in our market. We compete to attract deposits and loan applications both from customers of
existing institutions and from customers new to our market and we anticipate a continued increase in
competition in our service area.

We believe that an attractive niche exists serving small to medium sized business customers not
adequately served by our larger competitors, and we will seek opportunities to build commercial
relationships to complement our retail strategy. We believe small to medium-sized businesses will continue
to respond in a positive manner to the attentive and highly personalized service we provide.

Products and Services

We offer a range of competitively priced banking products and services, including consumer and
commercial deposit accounts, checking accounts, interest-bearing demand accounts, money market
accounts, certificates of deposit, savings accounts, sweep accounts, lockbox services and individual
retirement accounts and other traditional banking services, secured and unsecured commercial loans, real
estate loans, construction and land development loans, automobile loans, home improvement loans,
mortgages, home equity and overdraft lines of credit, and other products. We attempt to offer a high level
of personalized service to both our retail and commercial customers.

We also maintain a Small Business Lending team that specializes in the origination of loans guaranteed
by the U.S. Small Business Administration (“SBA”) to provide much needed credit to small businesses
throughout our service area. This team has consistently been one of the top lenders under the SBA program
in our region. For the last several years they have been ranked as one of the top SBA lenders in the tri-state
market of Pennsylvania, New Jersey and Delaware based on the dollar volume of loan originations.

We are currently members of the STAR™ and PLUS™ automated teller (ATM) networks, and
Allpoint - America's Largest Surcharge Free ATM Network which enable us to provide our customers with
free access to more than 55,000 ATMs worldwide. We currently have thirty-one proprietary ATMs located
in our store network.

Our lending activities generally are focused on small and medium sized businesses within the
communities that we serve. Commercial real estate loans represent the largest category within our loan
portfolio, amounting to approximately 27% of total loans outstanding at December 31, 2020. Repayment
of these loans is, in part, dependent on general economic conditions affecting our customers and various
businesses within the community. As a commercial lender, we are subject to credit risk. Economic and
financial conditions could have an adverse effect on the ability of our borrowers to repay their loans. To
manage the challenges that the economic environment may present we have adopted a conservative loan
classification system, continually review and enhance our allowance for loan loss methodology, and
perform a comprehensive review of our loan portfolio on a regular basis.

As a result of the addition of Oak Mortgage Company in 2016, we are now able to offer residential
mortgage loan products to customers throughout our footprint. Our residential mortgage lending activities
also extend to geographies outside of our primary service area. A majority of the residential loans originated
are currently sold on the secondary market shortly after closing. Oak Mortgage follows the established
underwriting policies and guidelines of third party vendors with whom loans are being sold to maintain
compliance, but credit risk still exists in the portfolio. Repayment of residential loans held in the portfolio
is, in part, dependent on general economic conditions affecting our customers.



Although management follows established underwriting policies and closely monitors loans through
Republic’s loan review officer, credit risk is still inherent in the portfolio. The majority of Republic’s loan
portfolio is collateralized with real estate or other collateral; however, a portion of the commercial portfolio
is unsecured, representing loans made to borrowers considered to be of sufficient financial strength to merit
unsecured financing. Republic makes both fixed and variable rate commercial loans with terms typically
ranging from one to five years. Variable rate loans are generally tied to the national prime rate of interest.

Store Expansion Plans and Growth Strategy

During 2020, we opened new stores in Northfield, New Jersey and Bensalem, Pennsylvania utilizing
our distinctive glass prototype building. The Bank anticipates the continuation of its expansion strategy in
2021. However, as previously announced, the pace of new store openings will be slowed as we deal with
the challenging nature of the pandemic and the current interest rate environment which has resulted in
compression of the net interest margin. Relocation of other existing store locations may also occur in the
future as we continue to enhance our brand and focus on constantly improving the customer experience.
The opening or relocation of any store is subject to regulatory approval.

Securities Portfolio

We maintain an investment securities portfolio. We purchase investment securities that are in
compliance with our investment policies, which are approved annually by our Board of Directors. The
investment policies address such issues as permissible investment categories, credit quality, maturities and
concentrations. At December 31, 2020 and 2019, approximately 91% and 94%, respectively, of the
aggregate dollar amount of the investment securities consisted of either U.S. government debt securities or
U.S. government agency issued mortgage-backed securities and commercial mortgage obligations. Credit
risk associated with these U.S. government debt securities and the U.S. government agency mortgage-
backed securities and commercial mortgage obligations is minimal, with risk-based capital weighting
factors of 0% and 20%, respectively. The remainder of the securities portfolio consists of municipal
securities, corporate bonds, and preferred stock.

Supervision and Regulation
General

Republic, as a Pennsylvania state chartered bank, is not a member of the Federal Reserve System
(“Federal Reserve”) and is subject to supervision and regulation by the FDIC and the Pennsylvania
Department of Banking and Securities. Our bank holding company is subject to supervision and regulation
by the Board of Governors of the Federal Reserve under the Federal Bank Holding Company Act of 1956,
as amended (“BHC Act”). As a bank holding company, our activities and those of Republic are limited to
the business of banking and activities closely related or incidental to banking, and we may not directly or
indirectly acquire the ownership or control of more than 5% of any class of voting shares or substantially
all of the assets of any company, including a bank, without the prior approval of the Federal Reserve.

We are subject to extensive requirements and restrictions under federal and state law, including
requirements to maintain reserves against deposits, restrictions on the types and amounts of loans that may
be granted and the interest that may be charged thereon, and limitations on the types of investments that
may be made and the types of services that may be offered. Various federal and state consumer laws and
regulations also affect the operations of Republic. In addition to the impact of regulation, commercial banks
are affected significantly by the actions of the Federal Reserve attempting to control the money supply and
credit availability in order to influence market interest rates and the national economy.



The following discussion summarizes certain banking laws and regulations that affect us and Republic.
Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010

The Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010 (the “Dodd-Frank Act™)
has had a broad impact on the financial services industry, including significant regulatory and compliance
changes including, among other things, (i) enhanced resolution authority of troubled and failing banks and
their holding companies; (ii) increased capital and liquidity requirements; (iii) increased regulatory
examination fees; (iv) changes to assessments to be paid to the FDIC for federal deposit insurance; and (v)
numerous other provisions designed to improve supervision and oversight of, and strengthening safety and
soundness for, the financial services sector. Additionally, the Dodd-Frank Act established a new framework
for systemic risk oversight within the financial system to be distributed among new and existing federal
regulatory agencies, including the Financial Stability Oversight Council, the Consumer Financial Protection
Bureau, the Federal Reserve, the Office of the Comptroller of the Currency, and the FDIC. A summary of
certain provisions of the Dodd-Frank Act is set forth below.

e Increased Capital Standards and Enhanced Supervision. The federal banking agencies established
minimum leverage and risk-based capital requirements for banks and bank holding companies. These
standards are summarized under “Capital Adequacy” below. The Dodd-Frank Act also requires capital
requirements to be countercyclical such that the required amount of capital increases in times of economic
expansion and decreases in times of economic contraction consistent with safety and soundness.

*  The Consumer Financial Protection Bureau (“CFPB”). The Dodd-Frank Act created the CFPB
within the Federal Reserve. The CFPB is tasked with establishing and implementing rules and regulations
under certain federal consumer protection laws with respect to the conduct of providers of certain consumer
financial products and services. The CFPB has broad rulemaking, supervisory and enforcement powers for
a wide range of consumer protection laws applicable to banks with greater than $10 billion or more in
assets. Smaller institutions will be subject to rules promulgated by the CFPB, but will continue to be
examined and supervised by federal banking regulators for consumer compliance purposes. In addition, the
Dodd-Frank Act permits states to adopt consumer protection laws and regulations that are more stringent
than those regulations promulgated by the CFPB and state attorneys general are permitted to enforce
consumer protection rules adopted by the CFPB against state-chartered institutions.

*  Deposit Insurance. The Dodd-Frank Act permanently increased the maximum deposit insurance
amount to $250,000 for insured deposits. Amendments to the Federal Deposit Insurance Act, which were
mandated by the Dodd-Frank Act, have revised the assessment base against which an insured depository
institution’s deposit insurance premiums paid to the Deposit Insurance Fund (“DIF”) are calculated. Under
the amendments, the assessment base is no longer the institution’s deposit base, but rather its average
consolidated total assets less its average tangible equity during the assessment period. Additionally, the
Dodd-Frank Act made changes to the minimum designated reserve ratio of the DIF, by increasing the
minimum from 1.15 percent to 1.35 percent of the estimated amount of total insured deposits by 2020 and
eliminating the requirement that the FDIC pay dividends to depository institutions when the reserve ratio
exceeds certain thresholds. The Dodd- Frank Act also provided that, effective July 21, 2011, depository
institutions may pay interest on demand deposits. For further discussion of deposit insurance regulatory
matters, see “Deposit Insurance and Assessments” below.

»  Transactions with Affiliates. Under federal law, we are subject to restrictions that limit certain types
of transactions between Republic and its non-bank affiliates. In general, we are subject to quantitative and
qualitative limits on extensions of credit, purchases of assets and certain other transactions involving us and
our non-bank affiliates. Transactions between Republic and its non-bank affiliates are required to be on
arms length terms. The Dodd-Frank Act enhanced the requirements for certain transactions with affiliates



under Section 23A and 23B of the Federal Reserve Act, including expanding the definition of “covered
transactions” and “affiliates,” as well as increasing the amount of time for which collateral requirements
regarding covered transactions must be maintained.

o Transactions with Insiders. Under the Dodd-Frank Act, insider transaction limitations are expanded
through the strengthening of loan restrictions to insiders and the expansion of the types of transactions
subject to the various limits, including derivative transactions, repurchase agreements, reverse repurchase
agreements and securities lending or borrowing transactions. Restrictions have also been placed on certain
asset sales to and from an insider to an institution, including requirements that such sales be on market
terms and, if representing more than 10% of capital, approved by the institution’s board of directors.

*  Holding Company Capital Levels. The Dodd-Frank Act requires bank regulators to establish
minimum capital levels for holding companies that are at least as stringent as those applicable to depository
institutions. All trust preferred securities, or TRUPs, issued prior to May 19, 2010 by bank holding
companies with less than $15 billion in assets are permanently grandfathered in Tier 1 capital, subject to
limitation of 25% of Tier 1 capital.

Gramm-Leach-Bliley Act

The federal Gramm-Leach-Bliley Act (the “GLB Act”), enacted in 1999, repealed the key provisions
of the Glass Steagall Act so as to permit commercial banks to affiliate with investment banks (securities
firms). It also amended the BHC Act to permit qualifying bank holding companies to engage in many types
of financial activities that were not permitted for banks themselves and permitted subsidiaries of banks to
engage in a broad range of financial activities that were not permitted for themselves.

The result was to permit banking companies to offer a wider range of financial products and services
to combine with other types of financial companies, such as securities and insurance companies. The impact
of the GLB Act has, however, now been substantially limited by the Dodd-Frank Act and regulations issued
by the Federal Reserve thereunder, specifically the so-called “Volcker Rule,” which will limit the ability of
certain banks and their affiliates to invest in, or to engage in, non-banking activities for their own account.

The GLB Act created a new type of bank holding company called a “financial holding company”
(“FHC”). An FHC is authorized to engage in any activity that is “financial in nature or incidental to financial
activities” and any activity that the Federal Reserve determines is “complementary to financial activities”
and does not pose undue risks to the financial system. Among other things, “financial in nature” activities
include securities underwriting and dealing, insurance underwriting and sales, and certain merchant banking
activities. A bank holding company qualifies to become an FHC if each of its depository institution
subsidiaries is “well capitalized,” “well managed,” and has a rating under the Community Reinvestment
Act (“CRA”) of “satisfactory” or better. A qualifying bank holding company becomes an FHC by filing
with the Federal Reserve an election to become an FHC. We have not elected to become an FHC. Bank
holding companies that do not qualify or elect to become FHCs will be limited in their activities to those
previously permitted by law and regulation.

In addition, the GLB Act provided significant new protections for the privacy of customer information.
These provisions apply to any company the business of which is engaging in activities permitted for an
FHC, even if it is not itself an FHC. The GLB Act subjected a financial institution to four new requirements
regarding non-public information about a customer. The financial institution must: adopt and disclose a
privacy policy; give customers the right to “opt out” of disclosures to non-affiliated parties; not disclose
any information to third party marketers; and follow regulatory standards to protect the security and
confidentiality of customer information.



Sarbanes-Oxley Act of 2002

The Sarbanes-Oxley Act of 2002 (“Sarbanes-Oxley”) comprehensively revised the laws affecting
corporate governance, auditing and accounting, executive compensation and corporate reporting for
entities, such as us, with equity or debt securities registered under the Exchange Act. Among other things,
Sarbanes-Oxley and its implementing regulations have established new membership requirements and
additional responsibilities for our audit committee, imposed restrictions on the relationship between us and
our outside auditors (including restrictions on the types of non-audit services our auditors may provide to
us), imposed additional responsibilities for our external financial statements on our chief executive officer
and chief financial officer, and expanded the disclosure requirements for our corporate insiders. The
requirements are intended to allow shareholders to more easily and efficiently monitor the performance of
companies and directors.

Regulatory Restrictions on Dividends

Dividend payments by Republic to the holding company are subject to the Pennsylvania Banking Code
of 1965 (“Banking Code”) and the Federal Deposit Insurance Act (“FDIA”). Under the Banking Code, no
dividends may be paid except from “accumulated net earnings” (generally, undivided profits). Under the
FDIA, an insured bank may pay no dividends if the bank is in arrears in the payment of any insurance
assessment due to the FDIC. Under the Banking Code, Republic would be limited to $55.7 million of
dividends payable plus an additional amount equal to its net profit for 2021, up to the date of any such
dividend declaration. However, dividends would be further limited in order to maintain capital ratios as
discussed in “Capital Adequacy”.

Federal regulatory authorities have adopted standards for the maintenance of adequate levels of
regulatory capital by banks. Adherence to such standards further limits the ability of Republic to pay
dividends to us.

Dividend Policy

We have not paid any cash dividends on our common stock, and have no plans to pay any cash
dividends in 2020 or in the foreseeable future. We paid $923,000 in preferred stock dividends during the
year ended December 31, 2020. See Item 5. Market for Registrant’s Common Equity, Related Stockholder
Matters and Issuer Purchases of Equity Securities of this Form 10-K for more information.

Deposit Insurance and Assessments

The FDIC is an independent federal agency that insures deposits, up to prescribed statutory limits, of
federally insured banks and savings institutions and safeguards the safety and soundness of the banking and
savings industries. The deposits of Republic are insured up to applicable limits per insured depositor by the
FDIC. As noted above, pursuant to the Dodd-Frank Act, the maximum deposit insurance amount has been
permanently increased to $250,000.

As an FDIC-insured bank, Republic is subject to FDIC insurance assessments. The FDIC regulations
assess insurance premiums for small insured depository institutions based on a risk-based assessment
system. Under this assessment system, the FDIC evaluates the risk of each financial institution based on
regulatory capital ratios and other supervisory factors. The rules base assessments on an institution’s
average consolidated total assets less its average tangible equity, as opposed to total deposits. The FDIC
has authority to increase insurance assessments. Any future increase in insurance premiums may adversely
affect our results of operations.



In addition to paying basic deposit insurance assessments, the FDIC collected Financing Corporation
(“FICO”) assessments to pay interest on FICO bonds. FICO bonds were issued in the late 1980°s to
recapitalize the (former) Federal Savings & Loan Insurance Corporation. The last of the remaining FICO
bonds matured in September 2019. The last FICO assessment was collected on March 29, 2019.

Capital Adequacy

The Federal Reserve has issued risk-based and leverage capital rules applicable to U.S. banking
organizations such as the Company and Republic. These guidelines are intended to reflect the relationship
between the banking organization’s capital and the degree of risk associated with its operations based on
transactions recorded on-balance sheet as well as off-balance sheet items. The Federal Reserve may from
time to time require that a banking organization maintain capital above the minimum levels discussed
below, due to the banking organization’s financial condition or actual or anticipated growth.

The capital adequacy rules define qualifying capital instruments and specify minimum amounts of
capital as a percentage of assets that banking organizations are required to maintain. Common equity Tier
1 capital generally includes common stock and related surplus, retained earnings and, in certain cases and
subject to certain limitations, minority interest in consolidated subsidiaries, less goodwill, other non-
qualifying intangible assets and certain other deductions. Tier 1 capital for banks and bank holding
companies generally consists of the sum of common equity Tier 1 elements, non-cumulative perpetual
preferred stock, and related surplus in certain cases and subject to limitations, minority interests in
consolidated subsidiaries that do not qualify as common equity Tier 1 capital, less certain deductions. Tier
2 capital generally consists of hybrid capital instruments, perpetual debt and mandatory convertible debt
securities, cumulative perpetual preferred stock, term subordinated debt and intermediate-term preferred
stock, and, subject to limitations, allowances for loan losses. The sum of Tier 1 and Tier 2 capital less
certain required deductions represents qualifying total risk-based capital. Prior to the effectiveness of
certain provisions of the Dodd-Frank Act, bank holding companies were permitted to include trust preferred
securities and cumulative perpetual preferred stock in Tier 1 capital, subject to limitations. However, the
Federal Reserve’s capital rule applicable to bank holding companies permanently grandfathers non-
qualifying capital instruments, including trust preferred securities, issued before May 19, 2010 by
depository institution holding companies with less than $15 billion in total assets as of December 31, 2009,
subject to a limit of 25% of Tier 1 capital. In addition, under rules that became effective January 1, 2015,
accumulated other comprehensive income (positive or negative) must be reflected in Tier 1 capital;
however, we were permitted to make a one-time, permanent election to continue to exclude accumulated
other comprehensive income from capital. We have made this election.

State and Federal regulatory authorities have adopted standards for the maintenance of adequate levels
of capital by Republic. Federal banking agencies impose four minimum capital requirements on the
Company’s risk-based capital ratios based on total capital, Tier 1 capital, CET 1 capital, and a leverage
capital ratio. The risk-based capital ratios measure the adequacy of a bank’s capital against the riskiness of
its assets and off-balance sheet activities. Failure to maintain adequate capital is a basis for “prompt
corrective action” or other regulatory enforcement action. In assessing a bank’s capital adequacy, regulators
also consider other factors such as interest rate risk exposure; liquidity, funding and market risks; quality
and level or earnings; concentrations of credit; quality of loans and investments; risks of any nontraditional
activities; effectiveness of bank policies; and management’s overall ability to monitor and control risks.

Republic is considered “well capitalized” under the FDIC's prompt corrective action rules. The risk-

based capital standards are required to take adequate account of interest rate risk, concentration of credit
risk and the risks of non-traditional activities.
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Economic Growth, Regulatory Relief, and Consumer Protection Act

The Economic Growth, Regulatory Relief, and Consumer Protection Act, enacted in May 2018 (the
“Regulatory Relief Act”), amended certain provisions of the Dodd-Frank Act, as well as certain other
statutes administered by the federal banking agencies. Some of the key provisions of the Regulatory Relief
Act as it relates to community banks and bank holding companies include: (i) designating mortgages held
in portfolio as “qualified mortgages” for banks with less than $10 billion in assets, subject to certain
documentation and product limitations; (ii) exempting banks with less than $10 billion in assets (and total
trading assets and trading liabilities of 5% or less of total assets) from Volcker Rule requirements relating
to proprietary trading; (iii) simplifying capital calculations for banks with less than $10 billion in assets by
requiring federal banking agencies to establish a community bank leverage ratio of tangible equity to
average consolidated assets of not less than 8% or more than 10%, and provide that banks that maintain
tangible equity in excess of such ratio will be deemed to be in compliance with risk-based capital and
leverage requirements; (iv) assisting smaller banks with obtaining stable funding by providing an exception
for reciprocal deposits from FDIC restrictions on acceptance of brokered deposits; (v) raising the eligibility
for use of short-form Call Reports from $1 billion to $5 billion in assets; (vi) clarifying definitions
pertaining to high volatility commercial real estate loans, which require higher capital allocations, so that
only loans with increased risk are subject to higher risk weightings; and (vii) changing the eligibility for
use of the small bank holding company policy statement from institutions with under $1 billion in assets to
institutions with under $3 billion in assets.

In September 2019, the federal banking agencies approved the final rule to implement the provisions
of Section 201 of the Regulatory Relief Act relating to the community bank leverage ratio (“CBLR”). Under
the new rule, which became effective January 1, 2020, a qualifying community banking organization is
defined as a depository institution or depository institution holding company with less than $10 billion in
assets. A qualifying community banking organization has the option to elect the CBLR framework if its
CBLR is greater than 9%, it has off-balance sheet exposures of 25% or less of consolidated assets, and
trading assets and liabilities of 5% or less of total consolidated assets. The leverage ratio for purposes of
the CBLR is calculated as Tier I capital divided by average total assets, consistent with the manner banking
organizations calculate the leverage ratio under generally applicable capital rules. Qualifying community
banking organizations that exceed the CBLR level established by the agencies, and that elect to be covered
by the CBLR framework, will be considered to have met: (i) the generally applicable leverage and risk-
based capital requirements under the banking agencies’ capital rules; (ii) the capital ratio requirements
necessary to be considered “well capitalized” under the banking agencies’ prompt corrective action
framework in the case of insured depository institutions; and (iii) any other applicable capital or leverage
requirements. For institutions that fall below the 9% capital requirement but remain above 8%, are allowed
a two-quarter grace period to either meet the qualifying criteria again or to comply with the generally
applicable capital rules. As a result of the Coronavirus Aid, Relief and Economic Security Act, during 2020
the CBLR was reduced to 8.0% for the remainder of 2020 and set at 8.5% for 2021. We have not at this
time opted to use the CBLR framework. We do not believe that the changes resulting from the Regulatory
Relief Act, including whether we elect to use the CBLR framework, will materially impact our business,
operations, or financial results.

Legislative and Regulatory Changes
We are heavily regulated by regulatory agencies at the federal and state levels. We, like most of our

competitors, have faced and expect to continue to face increased regulation and regulatory and political
scrutiny, which creates significant uncertainty for us as well as the financial services industry in general.
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Future Legislative and Regulatory Developments

It is conceivable that compliance with current or future legislative and regulatory initiatives could
require us to change certain business practices, impose significant additional costs on us, limit the products
that we offer, result in a significant loss of revenue, limit our ability to pursue business opportunities in an
efficient manner, require us to increase our regulatory capital, cause business disruptions, impact the value
of assets that we hold or otherwise adversely affect our business, results of operations, or financial
condition. The extent of changes imposed by any future regulatory initiatives could make it more difficult
for us to comply in a timely manner, which could further limit our operations, increase compliance costs or
divert management attention or other resources. The long-term impact of legislative and regulatory
initiatives on our business practices and revenues will depend upon the successful implementation of our
strategies, consumer behavior, and competitors’ responses to such initiatives, all of which are difficult to
predict. Additionally, we may pursue, through appropriate avenues, legislative and regulatory advocacy to
provide our input on possible legislative and regulatory developments.

Profitability, Monetary Policy and Economic Conditions

In addition to being affected by general economic conditions, the earnings and growth of Republic will
be affected by the policies of regulatory authorities, including the Pennsylvania Department of Banking and
Securities, the FDIC, and the Federal Reserve. An important function of the Federal Reserve is to regulate
the supply of money and other credit conditions in order to manage interest rates. The monetary policies
and regulations of the Federal Reserve have had a significant effect on the operating results of commercial
banks in the past and are expected to continue to do so in the future. The effects of such policies upon the
future business, earnings and growth of Republic cannot be determined.

Employees
As of December 31, 2020, we had a total of 499 employees, including 467 full-time employees.
Item 1A: Risk Factors

In addition to the other information included elsewhere in this report and in “Management’s Discussion
and Analysis of Results of Operations and Financial Condition,” the following factors could significantly
affect our business, financial condition, results of operations, or future prospects. Any of the following
risks, either alone or taken together, could materially and adversely affect our business, financial condition,
results of operations, or future prospects. If one or more of these or other risks or uncertainties materialize,
or if our underlying assumptions prove to be incorrect, our actual results may be materially adversely
affected. There may be additional risks that we do not presently know or that we currently believe are
immaterial which could also materially adversely affect our business, financial condition, results of
operations, or future prospects.

We are subject to credit risk in connection with our lending activities, and our financial condition
and results of operations may be negatively impacted by economic conditions and other factors that
adversely affect our borrowers.

Our financial condition and results of operations are affected by the ability of our borrowers to repay
their loans, and in a timely manner. Lending money is a significant part of the banking business. Borrowers,
however, do not always repay their loans. The risk of non-payment is assessed through our underwriting
and loan review procedures based on several factors including credit risks of a particular borrower, changes
in economic conditions, the duration of the loan, and in the case of a collateralized loan, uncertainties as to
the future value of the collateral and other factors. Despite our efforts, we do and will experience loan
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losses, and our financial condition and results of operations will be adversely affected. Our non-performing
assets were approximately $12.2 million at December 31, 2020. Our allowance for loan losses was
approximately $13.0 million at December 31, 2020. Our loans between thirty and eighty-nine days
delinquent totaled $3.3 million at December 31, 2020.

Our concentration of commercial real estate loans could result in increased loan losses and costs
of compliance.

A substantial portion of our loan portfolio is comprised of commercial real estate loans. The commercial
real estate market is cyclical and poses risks of loss to us because of the concentration of commercial real
estate loans in our loan portfolio, and the lack of diversity in risk associated with such a concentration.
Banking regulators have been giving and continue to give commercial real estate lending greater scrutiny,
and banks with larger commercial real estate loan portfolios are expected by their regulators to implement
improved underwriting, internal controls, risk management policies and portfolio stress-testing practices to
manage risks associated with commercial real estate lending. In addition, commercial real estate lenders
are making greater provisions for loan losses and accumulating higher capital levels as a result of
commercial real estate lending exposures. Additional losses or regulatory requirements related to our
commercial real estate loan concentration could materially adversely affect our business, financial condition
and results of operations.

Our allowance for loan losses may not be adequate to absorb actual loan losses, and we may be
required to make further provisions for loan losses and charge off additional loans in the future,
which could materially and adversely affect our business.

We attempt to maintain an allowance for loan losses, established through a provision for loan losses
accounted for as an expense, which is adequate to absorb losses inherent in our loan portfolio. If our
allowance for loan losses is inadequate, it may have a material adverse effect on our financial condition and
results of operations.

The determination of the allowance for loan losses inherently involves a high degree of subjectivity
and judgment and requires us to make significant estimates of current credit risks and future trends, all of
which may undergo material changes. Changes in economic conditions affecting borrowers, new
information regarding existing loans, identification of additional problem loans and other factors, both
within and outside of our control, may require us to increase our allowance for loan losses. Increases in
nonperforming loans have a significant impact on our allowance for loan losses. Our allowance for loan
losses may not be adequate to absorb actual loan losses. If trends in the real estate markets were to
deteriorate, we could experience increased delinquencies and credit losses, particularly with respect to real
estate construction and land acquisition and development loans and one-to-four family residential mortgage
loans. As a result, we may have to make provisions for loan losses and charge off loans in the future, which
could materially adversely affect our financial condition and results of operations.

In addition to our internal processes for determining loss allowances, bank regulatory agencies
periodically review our allowance for loan losses and may require us to increase the provision for loan
losses or recognize further loan charge-offs, based on judgments that differ from those of our management.
If loan charge-offs in future periods exceed the allowance for loan losses, we will need to increase our
allowance for loan losses. Furthermore, growth in our loan portfolio would generally lead to an increase in
the provision for loan losses. Any increases in our allowance for loan losses will result in a decrease in net
income and capital, and may have a material adverse effect on our financial condition, results of operations
and cash flows.
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We are required to make significant estimates and assumptions in the preparation of our
financial statements, including our allowance for loan losses, and our estimates and assumptions may
not be accurate.

The preparation of our consolidated financial statements in conformity with accounting principles
generally accepted in the United States of America, or GAAP, require our management to make significant
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosures of
contingent assets and liabilities at the date of the consolidated financial statements, and the reported
amounts of income and expense during the reporting periods. Critical estimates are made by management
in determining, among other things, the allowance for loan losses, carrying values of other real estate
owned, assessment of other than temporary impairment (“OTTI”) of investment securities, fair value of
financial instruments, and the realization of deferred income taxes. If our underlying estimates and
assumptions prove to be incorrect, our financial condition and results of operations may be materially
adversely affected.

Our results of operations may be materially and adversely affected by other-than-temporary
impairment charges relating to our investment portfolio.

In prior years we recorded other-than-temporary impairment charges for certain bank pooled trust
preferred securities, and we may be required to record future impairment charges on our investment
securities if they suffer declines in value that we determine are other-than-temporary. Numerous factors,
including the lack of liquidity for re-sales of certain investment securities, the absence of reliable pricing
information for investment securities, adverse changes in the business climate, adverse regulatory actions
or unanticipated changes in the competitive environment, could have a negative effect on our investment
portfolio in future periods. If an impairment charge is significant enough, it could affect the Bank’s ability
to pay dividends, which could materially adversely affect us. Significant impairment charges could also
negatively impact our regulatory capital ratios and result in us not being classified as “well-capitalized” for
regulatory purposes.

Our net interest income, net income and results of operations are sensitive to fluctuations in
interest rates.

Our net income depends on the net income of Republic, and Republic is dependent primarily upon its
net interest income, which is the difference between the interest earned on its interest-earning assets, such
as loans and investments, and the interest paid on its interest-bearing liabilities, such as deposits and
borrowings.

Our results of operations will be affected by changes in market interest rates and other economic factors
beyond our control. If our interest-earning assets have longer effective maturities than our interest-bearing
liabilities, the yield on our interest-earning assets generally will adjust more slowly than the cost of our
interest-bearing liabilities, and, as a result, our net interest income generally will be adversely affected by
material and prolonged increases in interest rates, and positively affected by comparable declines in interest
rates. Conversely, if liabilities re-price more slowly than assets, net interest income would be adversely
affected by declining interest rates, and positively affected by increasing interest rates. At any time, our
assets and liabilities will reflect interest rate risk of some degree.
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Potential concerns for the longer term economic outlook include the continued flattening of the yield
curve or an inverted yield curve (which may or may not signal a future recession), the risk of economic
overheating in the near future, and concerns surrounding the long term fiscal position of the United States.
In addition to affecting interest income and expense, changes in interest rates also can affect the value of
our interest-earning assets, comprising fixed and adjustable-rate instruments, as well as the ability to realize
gains from the sale of such assets. Generally, the value of fixed-rate instruments fluctuates inversely with
changes in interest rates, and changes in interest rates may therefore have a material adverse effect on our
results of operations.

We are a holding company dependent for liquidity on payments from our banking subsidiary,
which payments are subject to restrictions.

We are a holding company and depend on dividends, distributions and other payments from Republic
to fund dividend payments, if any, and to fund all payments on obligations. Republic and its subsidiaries
are subject to laws that restrict dividend payments or authorize regulatory bodies to block or reduce the
flow of funds from those subsidiaries to us. Restrictions or regulatory actions of that kind could impede our
access to funds that we may need to make payments on our obligations or dividend payments, if any. In
addition, our right to participate in a distribution of assets upon a subsidiary’s liquidation or reorganization
is subject to the prior claims of the subsidiary’s creditors.

Our business is concentrated in and dependent upon the continued growth and welfare of our
primary market area.

Our primary service area consists of Greater Philadelphia, Southern New Jersey, and New York City.
Our success depends upon the business activity, population, income levels, deposits and real estate activity
in this area. Although our customers’ businesses and financial interests may extend well beyond this area,
adverse economic conditions that affect our primary service area could reduce our growth rate, affect the
ability of our customers to repay their loans to us, and generally adversely affect our financial condition
and results of operations. Because of our geographic concentration, we are less able than other regional or
national financial institutions to diversify our credit risks across multiple markets.

Unfavorable economic and financial market conditions may adversely affect our financial
position and results of operations.

Economic pressure on consumers and businesses and any resulting lack of confidence in the financial
markets may adversely affect our business, financial condition, results of operations and stock price. A
worsening of current economic conditions would likely exacerbate the adverse effects of market conditions
on us and others in the industry. In particular, we may face the following risks in connection with these
events:

e increased regulation of our industry and increased compliance costs;
e hampering our ability to assess the creditworthiness of customers and to estimate the losses
inherent in our credit exposure, as such assessments are made more complex by these difficult

market and economic conditions;

e increasing our credit risk, by increasing the likelihood that our major customers become insolvent
and unable to satisfy their obligations to us;

e impairing our ability to originate loans, by making our customers and prospective customers less
willing to borrow, and making loans that meet our underwriting criteria difficult to find; and
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e limiting our interest income, by depressing the yields we are able to earn on our investment
portfolio.

Our ability to use net operating loss carryforwards to reduce future tax payments may be limited.

As of December 31, 2020, we had no U.S. Federal net operating loss carryforwards, referred to as
“NOLs,” available to reduce taxable income in future years. However, this condition could change in future
periods.

Utilization of the NOLs may be subject to a substantial annual limitation due to ownership change
limitations that may have occurred or that could occur in the future, as required by Section 382 of the
Internal Revenue Code of 1986, as amended, referred to as the “Code.” These ownership changes may limit
the amount of NOLs that can be utilized annually to offset future taxable income and tax, respectively. In
general, an ownership change, as defined by Section 382 of the Code results from a transaction or series of
transactions over a three-year period resulting in an ownership change of more than 50 percentage points
of the outstanding stock of a company by certain stockholders or public groups. In the event of an ownership
change, Section 382 imposes an annual limitation on the amount of post-ownership change taxable income
a corporation may offset with pre-ownership change NOLs. The limitation imposed by Section 382 for any
post-change year would be determined by multiplying the value of our stock immediately before the
ownership change (subject to certain adjustments) by the applicable long-term tax-exempt rate. Any unused
annual limitation may be carried over to later years, and the limitation may under certain circumstances be
increased by built-in gains which may be present with respect to assets held by us at the time of the
ownership change that are recognized in the five-year period after the ownership change.

In addition, the ability to use NOLs will be dependent on our ability to generate taxable income. The
NOLs may expire before we generate sufficient taxable income. There were no NOLs that expired in the
fiscal years ended December 31, 2020 and December 31, 2019. There are no NOLs that could expire if not
utilized for the year ending December 31, 2021.

Our assets as of December 31,2020 included a deferred tax asset and we may not be able to realize
the full amount of such asset.

We recognize deferred tax assets and liabilities based on differences between the financial statement
carrying amounts and the tax bases of assets and liabilities. At December 31, 2020, the net deferred tax
asset was $12.0 million, compared to a balance of $12.6 million at December 31, 2019.

We regularly review our deferred tax assets for recoverability to determine whether it is more likely
than not (i.e. likelihood of more than 50%) that some portion, or all, of the deferred tax asset will not be
realized within its life cycle, based on the weight of available evidence. If management makes a
determination based on the available evidence that it is more likely than not that some portion or all of the
deferred tax assets will not be realized in future periods, a valuation allowance is calculated and recorded.
These determinations are inherently subjective and dependent upon estimates and judgments concerning
management’s evaluation of both positive and negative evidence.

Based on the analysis of the available positive and negative evidence, we determined that a valuation
allowance should not be recorded as of December 31, 2020. We used projections of future taxable income,
exclusive of reversing temporary timing differences and carryforwards, as a factor to project recoverability
of the deferred tax asset balance. There can be no assurance as to when we will be in a position to fully
recapture the benefits of our deferred tax asset. Further discussion on the analysis of our deferred tax asset
can be found in the “Provision (Benefit) for Income Taxes” section of Item 7. Management’s Discussion
and Analysis of Financial Condition and Results of Operations.

16



We are required to adopt the FASB's accounting standard which requires measurement of
certain financial assets (including loans) using the current expected credit losses (CECL) beginning
in calendar year 2022.

Current GAAP requires an incurred loss methodology for recognizing credit losses that delays
recognition until it is probable a loss has been incurred. The FASB's amendment replaces the current
incurred loss methodology with a methodology that reflects expected credit losses and requires
consideration of a broader range of reasonableness and supportable information to inform credit loss
estimates. We are currently evaluating the impact of ASU 2016-13, continuing our implementation efforts
and reviewing the loss modeling requirements consistent with lifetime expected loss estimates. Calculations
of expected losses under the new guidance were run parallel to the calculations under existing guidance to
assess and evaluate the potential impact to our financial statements. The new model includes different
assumptions used in calculating credit losses, such as estimating losses over the estimated life of a financial
asset and considers expected future changes in macroeconomic conditions. The adoption of this ASU may
result in an increase or decrease to our allowance for loan losses which will depend upon the nature and
characteristics of our loan portfolio at the adoption date, as well as the macroeconomic conditions and
forecasts at that date. At the present time, we do not expect a material increase to the allowance for credit
losses. When finalized, any adjustment to the allowance for credit losses as a result of the adoption of ASU
2016-13 will be recorded, net of tax, as an adjustment to retained earnings effective January 1, 2022. This
estimate is subject to change based on continuing refinement and validation of the model and
methodologies. This ASU will become effective for us as of January 1, 2022.

Our mortgage lending business may not provide us with significant noninterest income.

In 2020, we originated more than $700 million residential mortgage loans and sold $480 million of
those loans to investors on the secondary market. The residential mortgage business is highly competitive,
and highly susceptible to changes in market interest rates, consumer confidence levels, employment
statistics, the capacity and willingness of secondary market purchasers to acquire and hold or securitize
loans, and other factors beyond our control.

Because we sell a substantial number of the mortgage loans we originate, the profitability of our
mortgage banking business also depends in large part on our ability to aggregate a high volume of loans
and sell them in the secondary market at a gain. In fact, as rates rise, we expect increasing industry-wide
competitive pressures related to changing market conditions to reduce our pricing margins and mortgage
revenues generally. Thus, in addition to our dependence on the interest rate environment, we are dependent
upon (i) the existence of an active secondary market and (ii) our ability to profitably sell loans or securities
into that market. If our level of mortgage production declines, the profitability will depend upon our ability
to reduce our costs commensurate with the reduction of revenue from our mortgage operations.

Our ability to originate and sell mortgage loans readily is dependent upon the availability of an active
secondary market for single-family mortgage loans, which in turn depends in part upon the continuation of
programs currently offered by government-sponsored entities (“GSEs”) and other institutional and non-
institutional investors. These entities account for a substantial portion of the secondary market in residential
mortgage loans. We are highly dependent on these purchasers continuing their mortgage purchasing
programs. Additionally, because the largest participants in the secondary market are Ginnie Mae, Fannie
Mae and Freddie Mac, GSEs whose activities are governed by federal law, any future changes in laws that
significantly affect the activity of these GSEs could, in turn, adversely affect our operations. In September
2008, Fannie Mae and Freddie Mac were placed into conservatorship by the U.S. government. The federal
government has for many years considered proposals to reform Fannie Mae and Freddie Mac, but the results
of any such reform, and their impact on us, are difficult to predict. To date, no reform proposal has been
enacted.
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We may be required to repurchase mortgage loans or indemnify buyers against losses in some
circumstances, which could harm liquidity, results of operations and financial condition.

We sell a large portion of the mortgage loans that we originate. When mortgage loans are sold, whether
as whole loans or pursuant to a securitization, we are required to make customary representations and
warranties to purchasers, guarantors and insurers, including the GSEs, about the mortgage loans and the
manner in which they were originated. Whole loan sale agreements require repurchase or substitute
mortgage loans, or indemnify buyers against losses, in the event we breach these representations or
warranties. In addition, we may be required to repurchase mortgage loans as a result of early payment
default of the borrower on a mortgage loan, resulting in these mortgage loans being placed on our books
and subjecting us to the risk of a potential default. If repurchase and indemnity demands increase and such
demands are valid claims and are in excess of our provision for potential losses, our liquidity, results of
operations and financial condition may be adversely affected.

Potential acquisitions may disrupt our business and dilute shareholder value.

We regularly evaluate opportunities to acquire and invest in banks and in other complementary
businesses. As a result, we may engage in negotiations or discussions that, if they were to result in a
transaction, could have a material effect on our operating results and financial condition, including short
and long-term liquidity and capital structure. Our acquisition activities could be material to us. For example,
we could issue additional shares of common stock in a purchase transaction, which could dilute current
shareholders’ ownership interest. These activities could require us to use a substantial amount of cash, other
liquid assets, and/or incur debt. In addition, if goodwill recorded in connection with our prior or potential
future acquisitions were determined to be impaired, then we would be required to recognize a charge against
our earnings, which could materially and adversely affect our results of operations during the period in
which the impairment was recognized. Any potential charges for impairment related to goodwill would not
impact cash flow, tangible capital or liquidity but would decrease shareholders' equity.

Our acquisition activities could involve a number of additional risks, including the risks of:

e incurring time and expense associated with identifying and evaluating potential acquisitions and
negotiating potential transactions;

e using inaccurate estimates and judgments to evaluate credit, operations, management, and market
risks with respect to the target institution or its assets;

e the time and expense required to integrate the operations and personnel of the combined businesses;
e creating an adverse short-term effect on our results of operations; and

e losing key employees and customers as a result of an acquisition that is poorly conceived.

We may not be successful in overcoming these risks or any other problems encountered in connection

with potential acquisitions. Our inability to overcome these risks could have an adverse effect on our ability
to achieve our business strategy and maintain our market value.
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We may not be able to manage our growth, which may adversely impact our financial results.

As part of our retail growth strategy, we may expand into additional communities or attempt to
strengthen our position in our current markets by opening new stores and acquiring existing stores of other
financial institutions. To the extent that we undertake additional stores openings and acquisitions, we are
likely to experience the effects of higher operating expenses relative to operating income from the new
operations, which may have an adverse effect on our levels of reported net income, return on average equity
and return on average assets. Other effects of engaging in such growth strategies may include potential
diversion of our management’s time and attention and general disruption to our business.

As part of our retail strategy, we plan to open new stores in our primary service area, including Southern
New Jersey, the Greater Philadelphia area, and New York City. We may not, however, be able to identify
attractive locations on terms favorable to us, obtain regulatory approvals, or hire qualified management to
operate new stores. In addition, the organizational and overhead costs may be greater than we anticipate.
New stores may take longer than expected to reach profitability, or may not become profitable. The
additional costs of starting new stores may adversely impact our financial results.

Our ability to manage growth successfully will depend on whether we can continue to fund our growth
while maintaining cost controls, as well as on factors beyond our control, such as national and regional
economic conditions and interest rate trends. If we are not able to control costs, such growth could adversely
impact our earnings and financial condition.

Our retail strategy relies heavily on our management team, and the unexpected loss of key
managers may adversely affect our operations.

In recent years, we have been successful in attracting new and talented employees to Republic, to add
to our management team. We believe that our ability to successfully implement our retail strategy will
require us to retain and attract additional management experienced in banking and financial services, and
familiar with the communities in our market. Our ability to retain executive officers, the current
management team, branch managers and loan officers of Republic will continue to be important to the
successful implementation of our strategy. It is also critical, as we grow, to be able to attract and retain
additional members of the management team and qualified loan officers with the appropriate level of
experience and knowledge about our market areas to implement the community-based operating strategy.
The unexpected loss of services of any key management personnel, or the inability to recruit and retain
qualified personnel in the future, could have an adverse effect on our business, financial condition and
results of operations.

We are subject to numerous governmental regulations and to comprehensive examination and
supervision by regulators, which could have an adverse impact on our operations and could restrict
the scope of our operations.

Both the Company and Republic operate in a highly regulated environment and are subject to
supervision and regulation by several governmental regulatory agencies, including the Board of Governors
of the Federal Reserve System, the FDIC and the Pennsylvania Department of Banking and Securities
(“PDB”). We are subject to federal and state regulations governing virtually all aspects of our activities,
including lines of business, capital, liquidity, investments, payment of dividends, and others. Regulations
that apply to us are generally intended to provide protection for depositors and customers rather than
investors.
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We are subject to extensive regulation and supervision under federal and state laws and regulations.
See Item 1. Business - Supervision and Regulation. The requirements and limitations imposed by such laws
and regulations limit the manner in which we conduct our business, undertake new investments and
activities and obtain financing. Financial institution regulation has been the subject of significant legislation
in recent years and may be the subject of further significant legislation in the future, none of which is within
our control. Compliance with these rules could impose additional costs on banking entities and their holding
companies. Management has reviewed the new standards and will continue to evaluate all options and
strategies to ensure ongoing compliance with the new standards, notwithstanding Republic’s current status
as well-capitalized.

New programs and proposals may subject us and other financial institutions to additional restrictions,
oversight and costs that may have an adverse impact on our business, financial condition, results of
operations or the price of our common stock. Federal and state regulatory agencies also frequently adopt
changes to their regulations or change the manner in which existing regulations are applied or enforced.
We cannot predict the substance or impact of future legislation, regulation or the application thereof.
Compliance with such current and potential regulation and scrutiny may significantly increase our costs,
impede the efficiency of our internal business processes, require us to increase our regulatory capital and
limit our ability to pursue business opportunities in an efficient manner.

We face significant competition in our market from other banks and financial institutions.

The banking and financial services industry in our market area is highly competitive. We may not be
able to compete effectively in our markets, which could adversely affect our results of operations. The
increasingly competitive environment is a result of changes in regulation, changes in technology and
product delivery systems, and consolidation among financial service providers. Larger institutions have
greater access to capital markets, with higher lending limits and a broader array of services. Competition
may require increases in deposit rates and decreases in loan rates, and adversely impact our net interest
margin.

We may not have the resources to effectively implement new technologies, which could adversely
affect our competitive position and results of operations.

The financial services industry is constantly undergoing technological changes with frequent
introductions of new technology-driven products and services. In addition to better serving customers, the
effective use of technology increases efficiency and enables financial institutions to reduce costs. Our future
success will depend in part upon our ability to address the needs of our customers by using technology to
provide products and services that will satisfy customer demands for convenience as well as to create
additional efficiencies in our operations as we continue to grow and expand in our market. Many of our
larger competitors have substantially greater resources to invest in technological improvements. As a result,
they may be able to offer additional or superior products to those that we will be able to offer, which would
put us at a competitive disadvantage. Accordingly, we may not be able to effectively implement new
technology-driven products and services or be successful in marketing such products and services to our
customers. If we are unable to do so, our competitive position and results of operations could be adversely
affected.
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Our disclosure controls and procedures and our internal control over financial reporting may
not achieve their intended objectives.

We maintain disclosure controls and procedures designed to ensure that we timely report information
as specified in the rules and forms of the Securities and Exchange Commission. We also maintain a system
of internal control over financial reporting. These controls may not achieve their intended objectives.
Control processes that involve human diligence and compliance, such as our disclosure controls and
procedures and internal control over financial reporting, are subject to lapses in judgment and breakdowns
resulting from human failures. Controls can also be circumvented by collusion or improper management
override. Because of such limitations, there are risks that material misstatements due to error or fraud may
not be prevented or detected and that information may not be reported on a timely basis. If our controls are
not effective, it could have a material adverse effect on our financial condition, results of operations, and
market for our common stock, and could subject us to regulatory scrutiny.

We are subject to certain operational risks, including, but not limited to, customer or employee
fraud and data processing system failures and errors.

Employee errors and misconduct could subject us to financial losses or regulatory sanctions and
seriously harm our reputation. Misconduct by our employees could include hiding unauthorized activities
from us, improper or unauthorized activities on behalf of our customers or improper use of confidential
information. It is not always possible to prevent employee errors and misconduct, and the precautions we
take to prevent and detect this activity may not be effective in all cases. Employee errors could also subject
us to financial claims for negligence.

We maintain a system of internal controls and insurance coverage to mitigate operational risks,
including data processing system failures and errors, and customer or employee fraud. Should our internal
controls fail to prevent or detect an occurrence, or if any resulting loss is not insured or exceeds applicable
insurance limits, it could have a material adverse effect on our business, financial condition and results of
operations.

System failure or breaches of our network security could subject us to increased operating costs
as well as litigation and other liabilities.

The computer systems and network infrastructure we use could be vulnerable to unforeseen problems.
Our operations are dependent upon our ability to protect our computer equipment against damage from
physical theft, fire, power loss, telecommunications failure or a similar catastrophic event, as well as from
security breaches, denial of service attacks, viruses, worms and other disruptive problems caused by
hackers. Any damage or failure that causes an interruption in our operations could have a material adverse
effect on our financial condition and results of operations. Computer break-ins, phishing and other
disruptions could also jeopardize the security of information stored in and transmitted through our computer
systems and network infrastructure, which may result in significant liability to us and may cause existing
and potential customers to refrain from doing business with us. Although we, with the help of third-party
service providers, intend to continue to implement security technology and establish operational procedures
to prevent such damage, these security measures may not be successful. In addition, advances in computer
capabilities, new discoveries in the field of cryptography or other developments could result in a
compromise or breach of the algorithms we and our third-party service providers use to encrypt and protect
customer transaction data. A failure of such security measures could have a material adverse effect on our
financial condition and results of operations.
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If we want to, or are compelled to, raise additional capital in the future, that capital may not be
available to us when it is needed or on terms that are favorable to us or current shareholders.

Federal banking regulators require us, and Republic, to maintain capital to support our operations.
Regulatory capital ratios are defined and required ratios are established by laws and regulations
promulgated by banking regulatory agencies. At December 31, 2020, our regulatory capital ratios were
above “well capitalized” levels under current bank regulatory guidelines. To be “well capitalized,” banking
companies generally must maintain a Tier 1 leverage ratio of at least 5%, a Common Equity Tier 1 ratio of
at least 6.5%, a Tier 1 risk-based capital ratio of at least 8%, and a total risk-based capital ratio of at least
10%. Regulators, however, may require us, or Republic, to maintain higher regulatory capital ratios.

Our ability to raise additional capital in the future will depend on conditions in the capital markets at
that time, which are outside of our control, on our financial performance and on other factors. Accordingly,
we may not be able to raise additional capital on terms and time frames acceptable to us, or at all. If we
cannot raise additional capital in sufficient amounts when needed, our ability to comply with regulatory
capital requirements could be materially impaired. Additionally, the inability to raise capital in sufficient
amounts may adversely affect our operations, financial condition and results of operations. Our ability to
borrow could also be impaired by factors that are nonspecific to us, such as disruption of the financial
markets or negative news and expectations about the prospects for the financial services industry. If we
raise capital through the issuance of additional shares of our common stock or other securities, we would
likely dilute the ownership interests of investors, and could dilute the per share book value and earnings per
share of our common stock. Furthermore, a capital raise through issuance of additional shares may have an
adverse impact on our stock price.

We may be exposed to environmental liabilities with respect to real estate that we have or had
title to in the past.

A significant portion of our loan portfolio is secured by real property. In the course of our business, we
may foreclose, accept deeds in lieu of foreclosure, or otherwise acquire real estate in connection with our
lending activities. We also acquire real estate in connection with our store expansion plans and growth
strategy. As a result, we could become subject to environmental liabilities with respect to these properties.
We may become responsible to a governmental agency or third parties for property damage, personal injury,
investigation and clean-up costs incurred by those parties in connection with environmental contamination,
or may be required to investigate or clean-up hazardous or toxic substances, or chemical releases at a
property. The costs associated with environmental investigation or remediation activities could be
substantial. In addition, as the owner or former owner of a contaminated site, we may be subject to common
law claims by third parties based on damages and costs resulting from environmental contamination
emanating from the property. Although we have policies and procedures to perform an environmental
review before acquiring title to any real property, these may not be sufficient to detect all potential
environmental hazards. If we were to become subject to significant environmental liabilities, it could
materially and adversely affect us.

Our common stock is not insured by any governmental entity and, therefore, an investment in
our common stock involves risk.

Our common stock is not a deposit account or other obligation of any bank, and is not insured by the
FDIC or any other governmental entity, and is subject to investment risk, including possible loss.
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There may be future sales of our common stock, which may materially and adversely affect the
market price of our common stock.

We are not restricted from issuing additional shares of our common stock, including securities that are
convertible into or exchangeable or exercisable for shares of our common stock. Our issuance of shares of
common stock in the future will dilute the ownership interests of our existing shareholders.

Additionally, the sale of substantial amounts of our common stock or securities convertible into or
exchangeable or exercisable for our common stock, whether directly by us or by existing common
shareholders in the secondary market, the perception that such sales could occur or the availability for future
sale of shares of our common stock or securities convertible into or exchangeable or exercisable for our
common stock could, in turn, materially and adversely affect the market price of our common stock and
our ability to raise capital through future offerings of equity or equity-related securities.

In addition, our Board of Directors is authorized to designate and issue preferred stock without further
shareholder approval, and we may issue other equity securities that are senior to our common stock in the
future for a number of reasons, including, without limitation, to support operations and growth, to maintain
our capital ratios and to comply with any future changes in regulatory standards.

Our common stock is currently traded on the Nasdaq Global Market. During 2020, the average daily
trading volume for our common stock was approximately 224,200 shares. Sales of our common stock may
place significant downward pressure on the market price of our common stock. Furthermore, it may be
difficult for holders to resell their shares at prices they find attractive, or at all.

Our common stock is subordinate to our existing and future indebtedness and any preferred
stock and effectively subordinated to all indebtedness and preferred equity claims against our
subsidiaries.

Shares of our common stock are common equity interests in us and, as such, will rank junior to all of
our existing and future indebtedness and other liabilities. Additionally, holders of our common stock may
become subject to the prior dividend and liquidation rights of holders of any classes or series of preferred
stock that our Board of Directors may designate and issue without any action on the part of the holders of
our common stock. Furthermore, our right to participate in a distribution of assets upon any of our
subsidiaries’ liquidation or reorganization is subject to the prior claims of that subsidiary’s creditors and
preferred shareholders. As of December 31, 2020, we had $11.3 million of outstanding debt related to trust
preferred securities and $50.0 million of perpetual non-cumulative preferred stock outstanding.

Our ability to pay dividends depends upon the results of operations of our subsidiaries.

We have never declared or paid cash dividends on our common stock. Our Board of Directors intends
to follow a policy of retaining earnings related to common stock for the purpose of increasing our capital
for the foreseeable future.

Holders of our common stock are entitled to receive dividends if, as and when declared from time to
time by our Board of Directors in its sole discretion out of funds legally available for that purpose, after
debt service payments and payments of dividends required to be paid on our outstanding preferred stock, if
any.
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In August 2020, we issued 2.0 million shares of perpetual non-cumulative convertible preferred stock.
Each holder is entitled to receive, if declared by the Board of Directors, non-cumulative cash dividends on
a quarterly basis at an annual accrual rate of 7.00% of the liquidation preference.

While we, as a bank holding company, are not subject to certain restrictions on dividends applicable to
Republic, our ability to pay dividends to the holders of our common stock will depend to a large extent
upon the amount of dividends paid by Republic to us. Regulatory authorities restrict the amount of cash
dividends Republic can declare and pay without prior regulatory approval. Presently, Republic cannot
declare or pay dividends in any one-year in excess of retained earnings for that year subject to risk based
capital requirements.

If we fail to maintain an effective system of internal control over financial reporting and
disclosure controls and procedures, current and potential shareholders may lose confidence in our
financial reporting and disclosures and could subject us to regulatory scrutiny.

Pursuant to Section 404 of the Sarbanes-Oxley Act of 2002, referred to as Section 404, we are required
to include in our Annual Reports on Form 10-K, our management’s report on internal control over financial
reporting. While we have reported no material weaknesses in the Form 10-K for the fiscal year ended
December 31, 2020, we cannot guarantee that we will not have any material weaknesses in the future.

Compliance with the requirements of Section 404 is expensive and time-consuming. If, in the future,
we fail to complete this evaluation in a timely manner we could be subject to regulatory scrutiny and a loss
of public confidence in our internal control over financial reporting. In addition, any failure to maintain an
effective system of disclosure controls and procedures could cause our current and potential shareholders
and customers to lose confidence in our financial reporting and disclosure required under the Exchange
Act, which could adversely affect our business.

Our governing documents, Pennsylvania law, and current policies of our Board of Directors
contain provisions, which may reduce the likelihood of a change in control transaction, which may
otherwise be available and attractive to shareholders.

Our articles of incorporation and bylaws contain certain anti-takeover provisions that may make it more
difficult or expensive or may discourage a tender offer, change in control or takeover attempt that is opposed
by our Board of Directors. In particular, the articles of incorporation and bylaws classify our Board of
Directors into three groups, so that shareholders elect only approximately one-third of the Board each
year; permit shareholders to remove directors only for cause and only upon the vote of the holders of at
least 75% of the voting shares; require our shareholders to give us advance notice to nominate candidates
for election to the Board of Directors or to make shareholder proposals at a shareholders’ meeting; require
the vote of the holders of at least 75% of our voting shares for shareholder amendments to our bylaws;
require the vote of the holders of at least 75% of our voting shares to approve certain business combinations;
and restrict the holdings and voting rights of shareholders who would acquire more than 10% of our
outstanding common stock without the approval of two-thirds of our Board of Directors. These provisions
of our articles of incorporation and bylaws could discourage potential acquisition proposals and could delay
or prevent a change in control, even though a majority of our shareholders may consider such proposals
desirable. Such provisions could also make it more difficult for third parties to remove and replace the
members of our Board of Directors. Moreover, these provisions could diminish the opportunities for
shareholders to participate in certain tender offers, including tender offers at prices above the then-current
market value of our common stock, and may also inhibit increases in the trading price of our common stock
that could result from takeover attempts or speculation.

24



In addition, anti-takeover provisions in Pennsylvania law could make it more difficult for a third party
to acquire control of us. These provisions could adversely affect the market price of our common stock and
could reduce the amount that shareholders might receive if we are sold. For example, Pennsylvania law
may restrict a third party’s ability to obtain control of us and may prevent shareholders from receiving a
premium for their shares of our common stock. Pennsylvania law also provides that our shareholders are
not entitled by statute to propose amendments to our articles of incorporation.

Uncertainty about the future of LIBOR may adversely affect our business.

LIBOR and certain other interest rate “benchmarks” are the subject of recent national, international,
and other regulatory guidance and proposals for reform. These reforms may cause such benchmarks to
perform differently than in the past or have other consequences which cannot be predicted. On July 27,
2017, the United Kingdom’s Financial Conduct Authority, which regulates LIBOR, publicly announced
that it intends to stop persuading or compelling banks to submit information to the administrator of LIBOR
after 2021. The announcement indicates that the continuation of LIBOR on the current basis cannot be
guaranteed after 2021. While there is no consensus on what rate or rates may become accepted alternatives
to LIBOR, a group of market participants convened by the Federal Reserve, the Alternative Reference Rate
Committee, has selected the Secured Overnight Finance Rate (“SOFR?”) as its recommended alternative to
LIBOR. The Federal Reserve Bank of New York started to publish the SOFR rate in April 2018. SOFR is
a broad measure of the cost of overnight borrowings collateralized by Treasury securities that was selected
by the Alternative Reference Rate Committee due to the depth and robustness of the U.S. Treasury
repurchase market. At this time, it is impossible to predict whether SOFR will become an accepted
alternative to LIBOR.

The market transition away from LIBOR to an alternative reference rate, such as SOFR, is complex
and could have a range of adverse effects on our business, financial condition and results of operations. In
particular, any such transition could:

e adversely affect the interest rates paid or received on, the revenue and expenses associated with or
the value of our LIBOR-based assets and liabilities, which include certain variable rate loans and
subordinated debt;

e adversely affect the interest rates paid or received on, the revenue and expenses associated with or
the value of other securities or financial arrangements, given LIBOR’s role in determining market
interest rates globally;

e prompt inquiries or other actions from regulators in respect of our preparation and readiness for
the replacement of LIBOR with an alternative reference rate; and

e result in disputes, litigation or other actions with counterparties regarding the interpretation and
enforceability of certain fallback language in LIBOR-based contracts and securities.

The transition away from LIBOR to an alternative reference rate will require the transition to or
development of appropriate systems and analytics to effectively transition our risk management and other
processes from LIBOR-based products to those based on the applicable alternative reference rate, such as
the Secured Overnight Financing Rate. There can be no guarantee that these efforts will successfully
mitigate the operational risks associated with the transition away from LIBOR to an alternative reference
rate.
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The manner and impact of the transition from LIBOR to an alternative reference rate, as well as the
effect of these developments on our funding costs, loan and investment and trading securities portfolios,
asset-liability management, and business, is uncertain.

Our financial results may be adversely affected by changes in U.S. and non-U.S. tax and other
laws and regulations.

On December 22, 2017, H.R.1, commonly known as the Tax Cuts and Jobs Act, was signed into law.
The Tax Act includes many provisions that effected our income tax expenses, including reducing its
corporate federal tax rate from 35% to 21% effective January 1, 2018. As a result of the rate reduction, we
were required to re-measure, through income tax expense in the period of enactment, our deferred tax assets
and liabilities using the enacted rate at which we expected them to be recovered or settled. The re-
measurement of the net deferred tax asset resulted in additional income tax expense of $7.7 million recorded
in fourth quarter 2017.

Also on December 22,2017, the SEC released SAB 118 to address any uncertainty or diversity of views
in practice in accounting for the income tax effects of the Act in situations where a registrant does not have
the necessary information available, prepared or analyzed in reasonable detail to complete this accounting
in the reporting period that includes the enactment date. SAB 118 allowed for a measurement period not to
extend beyond one year from the Act’s enactment date to complete the necessary accounting.

We recorded provisional amounts of deferred income taxes using reasonable estimates in three areas
where information necessary to complete the accounting was not available, prepared or analyzed as follows:
(1) the deferred tax liability for temporary differences between the tax and financial reporting bases of fixed
assets principally due to the accelerated depreciation under the Act which allowed for full expensing of
qualified property purchased and placed in service after September 27, 2017; (ii) the deferred tax asset for
temporary differences associated with accrued compensation was awaiting final determinations of amounts
that were paid and deducted on the 2017 income tax returns and (iii) the deferred tax liability for temporary
differences associated with equity investments in partnerships were awaiting receipt of Schedules K-1 from
outside preparers, which was necessary to determine the 2017 tax impact from these investments.

In a fourth area, we made no adjustments to deferred tax assets representing future deductions for
accrued compensation that were subject to new limitations under Internal Revenue Code Section 162(m)
which, generally, limits the annual deduction for certain compensation paid to certain team members to $1
million. There was uncertainty in applying the newly enacted rules to existing contracts, and we were
seeking further clarifications before completing its analysis. We completed the calculations for the
provisional items with the completion of the 2017 tax returns and completed the analysis of the Section
162(m) rules after further guidance was issued. The impact of the completed calculations to the re-
measurement of the deferred taxes resulted in an immaterial change and the analysis of the 162(m) rules
resulted in no adjustment.

The COVID-19 pandemic, and the measures taken to control its spread, will continue to adversely
impact our employees, customers, business operations and financial results, and the ultimate impact
will depend on future developments, which are highly uncertain and cannot be predicted.

The COVID-19 pandemic has impacted and is likely to continue to impact the national economy and
the regional and local markets in which we operate, lower equity market valuations, create significant
volatility and disruption in capital and debt markets, and increase unemployment levels. Our business
operations may be disrupted if significant portions of our workforce are unable to work effectively,
including because of illness, quarantines, government actions, or other restrictions in connection with the
pandemic. We are subject to heightened cybersecurity, information security and operational risks as a result
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of work-from-home arrangements that we have put in place for our employees. Federal Reserve actions to
combat the economic contraction caused by the COVID-19 pandemic, including the reduction of the target
federal funds rate and quantitative easing programs, could, if prolonged, adversely affect our net interest
income and margins, and our profitability. The continued closures of many businesses and the institution
of social distancing, shelter in place and stay home orders in the states and communities we serve, have
reduced business activity and financial transactions. While certain of these restrictions have been eased and
workplaces in the communities we serve are beginning to reopen, the pace of reopening is measured, and
these government policies and directives are subject to change as the effects and spread of the COVID-19
pandemic continue to evolve. It is unclear whether any COVID-19 pandemic-related businesses losses that
we or our customers may suffer will be recovered by existing insurance policies. Changes in customer
behavior due to worsening business and economic conditions or legislative or regulatory initiatives may
impact the demand for our products and services, which could adversely affect our revenue, increase the
recognition of credit losses in our loan portfolios and increase our allowance for credit losses. The measures
we have taken to aid our customers, including short-term loan payment deferments, may be insufficient to
help our customers who have been negatively impacted by the economic fallout from the COVID-19
pandemic. Loans that are currently in deferral status may become nonperforming loans. Because of adverse
economic and market conditions affecting issuers, we may be required to recognize impairments on the
securities we hold as well as reductions in other comprehensive income. While the COVID-19 pandemic
negatively impacted our results of operations for the first half of 2020, the extent to which the COVID-19
pandemic will continue to impact our business, results of operations, and financial condition, as well as our
regulatory capital and liquidity ratios, will depend on future developments, including the scope and duration
of the pandemic and actions taken by governmental authorities and other third parties in response to the
pandemic, as well as further actions we may take as may be required by government authorities or that we
determine is in the best interests of our employees and customers. There is no certainty that such measures
will be sufficient to mitigate the risks posed by the pandemic.

The COVID-19 pandemic is a highly unusual, unprecedented and evolving public health and economic
crisis that may have a significant adverse impact on the economy, the banking industry and the Company
in future fiscal periods, all subject to a high degree of uncertainty.

The CARES Act. On March 27, 2020, the Coronavirus Aid, Relief, and Economic Security Act (the
“CARES Act”) was enacted to address the economic effects of the COVID-19 pandemic. Among other
things, the CARES Act provides for the following:

e Paycheck Protection Program (“PPP”). The CARES Act appropriated $349 billion for “paycheck
protection loans” through the PPP. The amount appropriated was subsequently increased to $659
billion. Loans under the PPP that meet U.S. Small Business Administration (“SBA”) requirements
may be forgiven in certain circumstances, and are 100% guaranteed by the SBA. In conjunction
with the PPP, the Board of Governors of the Federal Reserve System (the “Federal Reserve”) has
created a lending facility for qualified financial institutions. The Paycheck Protection Program
Liquidity Facility (“PPPLF”) will extend credit to depository institutions with a term equal to the
term of the pledged loans at an interest rate of 0.35%. Only loans issued under the PPP can be
pledged as collateral to access the facility. The Company participated in both the PPP loan program
and the PPPLF in 2020.

o Troubled Debt Restructuring Relief. From March 1, 2020 through the earlier of December 31, 2020
or 60 days after the termination date of the national emergency declared by the President on March
13, 2020 concerning the COVID-19 outbreak (the “national emergency”), a financial institution
may elect to suspend the requirements under accounting principles generally accepted in the U.S.
for loan modifications related to the COVID-19 pandemic that would otherwise be categorized as
a troubled debt restructured (“TDR”), including impairment accounting. This TDR relief is
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applicable for the term of the loan modification that occurs during the applicable period for a loan
that was not more than 30 days past due as of December 31, 2019. Financial institutions are required
to maintain records of the volume of loans involved in modifications to which TDR relief is
applicable. The Company elected to exclude modifications meeting these requirements from TDR
classification.

o CECL Delay. Banks, savings associations, credit unions, bank holding companies and their
affiliates are not required to comply with the Financial Accounting Standards Board Accounting
Standards Update No. 201613 (“Measurement of Credit Losses on Financial Instruments™),
including the current expected credit losses methodology for estimating allowances for credit losses
(“CECL”), from the date of the law’s enactment until the earlier of the end of the national
emergency or December 31, 2020. On March 27, 2020, the Federal Reserve, the Federal Deposit
Insurance Corporation (the “FDIC”), and the Office of the Comptroller of the Currency issued an
interim final rule that allows banking organizations that are required to adopt CECL this year to
mitigate the estimated cumulative regulatory capital effects for up to two years. The relief afforded
by the CARES Act and interim final rule is in addition to the three-year transition period already
in place. The Company has elected to delay the adoption of CECL.

o Forbearance. The CARES Act codified in part guidance from state and federal regulators and
government-sponsored enterprises, including the 60-day suspension of foreclosures on federally-
backed mortgages and requirements that servicers grant forbearance to borrowers affected by
COVID-19.

The Economic Aid Act. On December 27, 2020, the Economic Aid to Hard-Hit Small Businesses,
Nonprofits, and Venues Act (Economic Aid Act) became law, extending the SBA’s ability to make loans
under the PPP through March 31, 2021, and revising certain PPP requirements, including the loan
forgiveness process.

COVID-19 Response Efforts

Republic is committed to providing the financial resources necessary to support the economic recovery
in our market. We took an active role in participating in the first round of the Paycheck Protection Program.
We quickly developed a process to accept PPP loan applications not only from our valued small business
customers, but from non-customers throughout our community as well. During the first round of the PPP
program we processed and obtained SBA approval for nearly 5,000 PPP loan applications resulting in more
than $680 million in loans. We are now assisting the recipients of those loans through the application
process for forgiveness of the outstanding loan balance with the SBA. In addition, we are processing
applications for the second round of the PPP which was authorized by the Economic Aid Act in December
2020.

During 2020, we also took a number of steps to mitigate the potential spread of the coronavirus and to
assist our customers, employees and other members of the community during this pandemic crisis. As of
December 31, 2020 we have:

e Put procedures and supplies in place at all of our store locations such as plastic shields, notices,
hand sanitizer, etc., in accordance with CDC guidelines. While temporarily closed for a period of
time, all of our store lobbies have been re-opened for all transactions including new account
openings.

e Encouraged customers to utilize our online, mobile and telephone banking systems. In addition, we
continue to offer more than 55,000 surcharge free ATM machines to all of our customers.
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e Directed our commercial lenders to contact each of their customers to discuss the impact of the
current economic conditions on their business and to develop a plan for assistance if required.

e Implemented a work from home policy for all employees whose primary responsibilities can be
completed in this manner.

e Initiated additional preventative measures by providing guidance and proper supplies to all
employees to support appropriate hygiene and social distancing.

Our participation in the U.S. Small Business Administration (“SBA”) Paycheck Protection
Program (“PPP”) may expose us to certain additional risks, including risks relating to alleged
noncompliance with PPP rules and regulations, which could have a material adverse impact on the
Company's business, financial condition and results of operations.

The Coronavirus Aid, Relief, and Economic Security Act (“CARES Act”), enacted on March 27, 2020,
included a $349 billion loan program administered through the SBA referred to as the PPP. Additional
funding was provided for the PPP on April 24, 2020. Under the PPP, small businesses and other entities
and individuals were permitted to apply for loans from existing SBA lenders and other approved lenders.
We are a participating lender under the PPP, and, as of December 31, 2020, had processed and received
SBA approval for more than 5,000 loan applications resulting in approximately $680 million in loans. There
is some ambiguity in the laws, rules, and guidance regarding the operation of the PPP, which may expose
us to compliance risks relating to the PPP. We may also have credit risk on PPP loans if a determination is
later made by the SBA that a deficiency exists in the manner in which a particular loan was originated,
funded, or serviced, such as an issue with the eligibility of a borrower to receive a PPP loan. In the event
of a loss resulting from a default on a PPP loan and a determination by the SBA that there was a deficiency
in the manner in which the PPP loan was originated, funded, or serviced, the SBA may deny its liability
under the guaranty relating to the loan, reduce the amount of the guaranty, or, if it has already paid under
the guaranty, seek recovery of any loss related to the deficiency.

Item 1B: Unresolved St