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Triumph Financial

Triumph Financial, Inc. (Nasdaqg: TFIN) is a financial holding company focused on payments,
factoring and banking. Headquartered in Dallas, Texas, our diversified portfolio of brands includes
TriumphPay, Triumph and TBK Bank.

Through our brands — TriumphPay and Triumph — we use technology and innovation to reduce
friction in cash flow management and increase the speed of payments for the trucking industry.
Our TBK Bank brand provides consumer, business and commercial banking solutions, including a
full range of lending products.

We create value by driving businesses and communities of all sizes toward the future. This is our
purpose and how we help people triumph.

Disclaimers

TriumphPay is a division of TBK Bank, SSB, Member of FDIC. // Factoring products and services offered by Triumph
Financial Services LLC, a subsidiary of TBK Bank, SSB, DBA Triumph. // Insurance products and services offered through
Triumph Insurance Group, Inc., a subsidiary of TBK Bank, SSB DBA Triumph. Triumph Insurance Group, Inc., DBA in CA
Triumph Risk and Insurance Solutions, All Rights Reserved. | TX License #1941647 | Insurance Products and Services
offered through Triumph Insurance Group, Inc. are NOT A DEPOSIT, NOT FDIC INSURED, NOT GUARANTEED BY THE
BANK, NOT INSURED BY ANY FEDERAL GOVERNMENT AGENCY AND MAY GO DOWN IN VALUE. // Equipment Finance
and Asset Based Lending products and services offered by TBK Bank, SSB. Banking products and services offered by
TBK Bank, SSB.



Staying
the Course

This year’s theme is “Staying
the Course.” Of all the cover
graphics we have used for the
last 10 annual reports, this is
one of our favorites. There were
many challenges in 2023 that
would have been exceedingly
difficult to predict in advance.
Even as the road takes
unexpected twists and turns,
our focus on our long-term
goals remains the same. We

will stay the course.




Fellow Stakeholders,

| have written 10 of these letters. That is hard to believe.

Much of what you will see in this letter should sound
familiar if you read our quarterly letters. As this is an
annual report, | will frame it from an annual perspective.
But whether we are talking about quarters or years, our
focus is on at least the decade in front of us — how do

we create enduring long-term value?
lintend to do three things in this letter:

1. Evaluate our performance last year in light of

market conditions.

2. Open the curtain on how we think about revenue
opportunities as a financial technology platform for

the transportation industry.

3. Discuss our views of value creation in our banking

segment in this more “normal” interest rate environment.

Our Performance for the Year 2023
What are the fair criticisms of our performance for the
year 2023?

1. Earnings per share fell 59% from 2022.

Revenue volatility reared its head this year as the
freight recession affected the business of many of

our clients.

. Our credit losses were 0.47%, an increase

of 0.07% over the prior three-year average.

In hindsight, the prior three years were pretty
remarkable. That was not our doing alone, but we
did make good decisions along the way as well.
Some increase in credit costs was to be expected
as we dealt with a freight recession and a faster
rate hiking cycle than we have seen in 40 years.
Part of the increase was due to loans that we

should have avoided.



What are things to celebrate for the year 2023?

1. Non-interest expense growth over the year 2022
was 3.7%, a 15.2% decrease from the prior three-
year average. We had the vision for TriumphPay
several years ago. Before we could execute on the
vision, we had to build the platform. Over the three
preceding years we did just that. We are not done
building, but the foundation has been laid and we
are able to moderate our expense growth while

taking market share.

2. TriumphPay grew its revenue and improved its
EBITDA margin materially. This dovetails with the
point above. We grew revenue faster than expenses
in TriumphPay while improving the network. We
achieved our goal of becoming EBITDA-positive one

year earlier than originally stated.

3. The quality and depth of our team, the rigor
of technology infrastructure, the quality of
our technical product, the breadth of our
integrations within brokered freight and our
collaboration among our three segments improved
materially. | cannot say anything more about this
accomplishment than the opening line. There are

great things happening behind the scenes.

Revenue Opportunities for
Transportation Financial Technology
Platform

Not all sources of revenue are valued equally by
investors. Some revenue sources require a robust
balance sheet, while other sources are more efficient by
nature. We view our current and future revenue streams

in four buckets.

1. Finance Revenue — Similar to many commercial
finance and community banking institutions,
finance revenue makes up most of our revenue to
date, primarily from loans and factored receivable
purchases. While our finance revenue streams are
higher margin, they require additional funding and
capital to grow, which limits their scalability given

our desire to moderate our balance sheet growth.

We are not done
building, but the
foundation has
been laid.
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Note: For the future state projection, the relative weighting of each revenue type is not predictive. We are using
this illustration to show the types of revenue we expect to generate. Consistent with our move deeper into financial
technology, it is our goal for fee and data/value added services to grow the fastest. We believe those are the most
durable and valuable. Thus, they are presented on top.




2. Float Revenue — For banking institutions, the more

low-cost funds that reside in their ecosystem, the

less they must borrow from the Fed at a more costly

rate. Triumph Financial currently generates float
revenue from deposits and our payments network.
In the future, we will have a significant opportunity
for additional float through our LoadPay wallet
application. While this revenue type is especially
valuable in today’s interest rate environment, the
benefit of float revenue can be much more muted

during periods of lower interest rates.

. Fee Revenue — Like many financial technology
firms, fee revenue is extremely desirable due to
its consistent, scalable and often capital-efficient
nature. Most recently, the focus has been to grow
TriumphPay’s payment, audit and network fee
revenue. In the future, we anticipate that a larger
portion of our fees will come from the LoadPay
wallet application. While there are significant
customer acquisition and onboarding costs, this
revenue type is usually exceptionally durable and

high margin at scale.

. Data and Value-Added Services — Data and
value-added services is the final bucket of revenue
with the most potential value to our customers
and our enterprise. While Triumph Financial has

yet to generate meaningful revenue in this area,

similar companies that operate in the middle of vast
transaction volume have been able to leverage data
to uniquely solve client challenges. Investors should

expect to learn more about this throughout 2024.

Community Banking in a “Normal” Rate
Environment

The market broadly agrees that short-term rates are
likely to come down some time this year. The economy
seems less sure, but over the long term, rates will
probably return to “normal.” Is it possible that normal
long-term rates are closer to where rates are today
than where they were a few years ago? | think so. But
it is our job to ensure that our bank segment delivers
consistent earnings and returns regardless of what the

new normal becomes.

The old joke about the 3/6/3 model of community
banking is grounded in truth even if it is not present-day
reality. Pay depositors 3%, lend money to borrowers

at 6% and go home by 3 p.m. That is not how our
community bank operates, but the three principles

| take from this old saying do apply:

1. Relationship deposits are very valuable in a normal
interest rate environment, but they also provide
stability in funding levels and costs that have proven

very valuable during abnormal phases of the rate

cycle (like the recent yield curve inversion).




In the future, we anticipate that

a larger portion of our fees will
come from the LoadPay wallet
application. While there are
significant customer acquisition
and onboarding costs, this revenue
type is usually exceptionally
durable and high margin at scale.




TRIUMPH —
FACTORING INVOICE VOLUME

2019 - 3.5 Million
2020 - 3.9 Million

2021 - 5.8 Million
2022 - 6.6 Million
2023 - 5.8 Million

DISTINCT CARRIERS
PAID BY TRIUMPHPAY

2019

59,422

2020 96,725

2021

2022 197,796

2023 188,112

TRIUMPHPAY
PAYMENT VOLUME

2019 || $975 Million

2020 [ $4.2 Billion

2021 _ $15.2 Billion
2022 _ $23.3 Billion
2023 | 5215 sitiion



Roadmap to Our Journey

March 2006

Aaron P. Graft founded Triumph Land &
Capital Management with an initial

investment from Carlos M. Sepulveda, Jr.

January 2012
Triumph Savings

Bank purchased
Advance Business
Capital, a factor for the
transportation industry.

November 2010

Aaron P. Graft led a group of investors in the
purchase of EJ Financial Corp.and its banking
subsidiary Equity Bank, SSB, subsequently
changing names to Triumph Bancorp and
Triumph Savings Bank, SSB.

We Have Clearly
Defined Our Destination

Throughout our journey, we’ve experienced
unexpected twists and turns. Through it all, we
have remained focused on our long-term goal
of creating value by supporting the growth of
our team members, enabling our customers to
succeed and contributing to the prosperity of
our communities.

(1) In December 2022, Triumph Bancorp, Inc. changed its name to
Triumph Financial, Inc. and its ticker symbol from TBK to TFIN.

November 2014

Triumph Bancorp offered its common
stock on the NASDAQ stock exchange
under the trading symbol “TBK” for $12/
share for a total of 6.7 million shares.®)

January 2022

TriumphPay completed its
first network transactions,
fully automating end-to-
end payment functionality
for factors such as freight
brokers, carriers, shippers
and 3PLs.

June 2017

TriumphPay was launched as

a platform to manage carrier
payments for third-party logistics
companies (3PLs) such as factors
and brokers.

December 2023

TriumphPay became EBITDA-positive,
achieving its EBITDA margin goal

one year ahead of schedule despite a
freight recession.



2. Responsible lending combined with careful interest
rate risk management should produce a healthy
margin through the rate cycle while avoiding losses
when rates change unexpectedly. We should never
“juice” short-term earnings by taking outsized long-

term credit or interest rate risk.

3. While we do not close the doors at 3 p.m., we also
will not work overtime to follow the herd and chase
growth (or elusive economies of scale) when the
rate environment and competitive factors offer low
risk-adjusted returns. Successful lending is driven
as much by one’s willingness to step back when
conditions get too frothy as it is by working harder

when conditions are right.

Conclusion

Last year surprised us in a variety of ways. No one
predicts the future consistently, but wise companies
prepare for it. We were able to navigate a choppy year
because of good decisions we made several years ago

that prepared us for this season.

We were able to navigate

a choppy vear because of
good decisions we made
several years ago that
prepared us for this season.

| do not know what 2024 (and beyond) will bring, but

you can be assured we will stay the course.

With warm regards—

lron

Aaron P. Graft
Vice Chairman and

Chief Executive Officer
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PARTI

ITEM 1. BUSINESS.
Overview

Triumph Financial, Inc. (“we”, “Triumph Financial” or the “Company”) is a financial holding company
headquartered in Dallas, Texas and registered under the Bank Holding Company Act of 1956, as amended (the
“BHC Act”). We offer a diversified line of payments, factoring and banking services.

Banking

Through our wholly owned bank subsidiary, TBK Bank, we offer traditional banking services, commercial
lending product lines focused on businesses that require specialized financial solutions and national lending
product lines that further diversify our lending operations. Our banking operations commenced in 2010 and
include a branch network developed through organic growth and acquisition, including concentrations in the
front range of Colorado, the Quad Cities market in Iowa and Illinois and a full service branch in Dallas, Texas.
Our traditional banking offerings include a full suite of lending and deposit products and services. These
activities are focused on our local market areas and some products are offered on a nationwide basis. They
generate a stable source of core deposits and a diverse asset base to support our overall operations. Our asset-
based lending and equipment lending products are offered on a nationwide basis and generate attractive returns.
Additionally, we offer mortgage warehouse and purchase liquid credit lending products on a nationwide basis to
provide further asset base diversification. Our mortgage warehouse program also offers stable deposits. Our
Banking products and services share basic processes and have similar economic characteristics.

Factoring

In addition to our traditional banking operations, we also operate a factoring business focused primarily on
serving the over-the-road trucking industry. This business involves the provision of working capital to the
trucking industry through the purchase of invoices generated by small to medium sized trucking fleets
(“Carriers”) at a discount to provide immediate working capital to such Carriers. We commenced these
operations in 2012 through the acquisition of our factoring subsidiary, Triumph Financial Services, LLC
(“Triumph Financial Services”). We have grown this business from approximately $49.3 million in net funds
employed at Triumph Financial Services upon our acquisition of such entity in 2012 to $854.8 million as of
December 31, 2023. Triumph Financial Services operates in a highly specialized niche and earns substantially
higher yields on its factored accounts receivable portfolio than our other lending products described above. Given
its acquisition, this business has a legacy and structure as a standalone company. Our Factoring products and
services share basic processes and have similar economic characteristics.

Payments

Our payments business, TriumphPay, is a division of our wholly owned bank subsidiary, TBK Bank, and is a
payments network for the over-the-road trucking industry. TriumphPay was originally designed as a platform to
manage Carrier payments for third party logistics companies, or 3PLs (“Brokers”) and the manufacturers and
other businesses that contract directly for the shipment of goods (“Shippers”), with a focus on increasing
on-balance sheet factored receivable transactions through the offering of quick pay transactions for Carriers
receiving such payments through the TriumphPay platform. During 2021, TriumphPay acquired HubTran, Inc., a
software platform that offers workflow solutions for the processing and approval of Carrier Invoices for approval
by Brokers or purchase by the factoring businesses providing working capital to Carriers (“Factors”). Following
such acquisition, the TriumphPay strategy shifted from a capital-intensive on-balance sheet product with a
greater focus on interest income to a payments network for the trucking industry with a focus on fee revenue.
TriumphPay connects Brokers, Shippers, Factors and Carriers through forward-thinking solutions that help each
party successfully manage the life cycle of invoice presentment for services provided by Carrier through the
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processing and audit of such invoice to its ultimate payment to the Carrier or the Factor providing working
capital to such Carrier. TriumphPay offers supply chain finance to Brokers, allowing them to pay their Carriers
faster and drive Carrier loyalty. TriumphPay provides tools and services to increase automation, mitigate fraud,
create back-office efficiency and improve the payment experience. Our Payments products and services share
basic processes and have similar economic characteristics.

At December 31, 2023, our business is primarily focused on providing financial services to participants in the
for-hire trucking ecosystem in the United States, including Brokers, Shippers, Factors and Carriers. Within such
ecosystem we operate our TriumphPay payments platform which connects such parties to streamline and
optimize the presentment, audit and payment of transportation invoices, and we act as capital provider to the
Carrier industry through our factoring subsidiary, Triumph Financial Services. Our traditional banking operations
provide stable, low cost deposits to support our operations, a diversified lending portfolio to add stability to our
balance sheet, and a suite of traditional banking products and services to participants in the for-hire trucking
ecosystem to deepen our relationship with such clients.

We believe our integrated business model distinguishes us from other banks and non-bank financial services
companies in the markets in which we operate. As of December 31, 2023, we had consolidated total assets of
$5.347 billion, total loans held for investment of $4.163 billion, total deposits of $3.977 billion and total
stockholders’ equity of $864.4 million.

Our business is conducted through four reportable segments (Banking, Factoring, Payments, and Corporate). For
the year ended December 31, 2023, our Banking segment generated 60% of our total revenue (comprised of
interest and noninterest income), our Factoring segment generated 32% of our total revenue, our Payments
segment generated 7% of our total revenue, and our Corporate segment generated less than 1% of our total
revenue.

Principal Products and Services
Banking

Our banking products and services include a variety of traditional banking services offered through our bank
subsidiary, TBK Bank. These products and services focus on serving the local communities in which we operate
and creating full banking relationships with both personal and commercial clients.

TBK Bank operates retail branch networks in three geographic markets, (i) a mid-western division consisting of
ten branches in the Quad Cities Metropolitan Area of Iowa and Illinois, together with seven other branches
throughout central and northwestern Illinois and one branch in northeastern Illinois, (ii) a western division
consisting of thirty-eight branches located throughout Colorado, two branches in far western Kansas and three
branches in New Mexico and (iii) a Dallas division consisting of two branches. Through this branch network, we
offer our customers a variety of financial products and services that both augment our revenue (fee and interest
income) and help us expand and retain our core deposit network, including checking and savings accounts, debit
cards, and electronic banking. Our Dallas corporate office also serves as the center for our treasury management
operations, which offers full-service commercial banking functionality. Our treasury management operations
generate fee income for us, while also enhancing our core deposit portfolio, as we are able to offer our
commercial lending clients a full-service banking relationship meeting all of their business needs.

We originate a full suite of commercial and retail loans including commercial real estate loans, construction and
development loans, residential real estate loans, commercial agriculture, general commercial loans, and consumer
loans primarily focused on customers in and around our community banking markets. These loan types include
the following:

Commercial Real Estate Loans. We originate real estate loans to finance commercial property that is owner-
occupied as well as commercial property owned by real estate investors. The real estate securing our existing
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commercial real estate loans includes a wide variety of property types, such as office buildings, warehouses,
production facilities, hotels and mixed-use residential/commercial and multifamily properties. We originate these
loans both in our community banking markets and on a nationwide basis.

Commercial Construction, Land and Land Development Loans. We offer loans to small-to-mid-sized businesses
to construct owner-occupied properties, as well as loans to developers of commercial real estate investment
properties and residential developments. These loans are typically disbursed as construction progresses and carry
interest rates that vary with the prime rate. In certain instances, these loans can be converted to commercial real
estate loans upon completion of their associated projects. We originate these loans both in our community
banking markets and on a nationwide basis.

Residential Real Estate Loans. We originate first and second mortgage loans to our individual customers
primarily for the purchase of primary and secondary residences, with a focus on offering these loans as an
additional product to customers in our retail banking markets.

Agriculture Loans. We originate a variety of loans to borrowers in the agriculture industry, including (i) real
estate loans secured by farmland, (ii) equipment financing for specific agriculture equipment, including irrigation
systems, (iii) crop input loans primarily focused on corn, wheat and soybeans, and (iv) loans secured by cattle
and other livestock. We originate these loans primarily in the areas surrounding our community banking markets
in Iowa, Illinois, Colorado, New Mexico, and Kansas.

Consumer Loans. We also originate personal loans for our retail banking customers. These loans originate
exclusively out of our community banking operations in Texas, Iowa, Illinois, Colorado, New Mexico, and
Kansas.

Commercial Loans. We offer commercial loans to small-to-mid-sized businesses across a variety of industries.
These loans include general commercial and industrial loans, loans to purchase capital equipment and business
loans for working capital and operational purposes.

We also offer commercial loans that focus on serving clients requiring more specialized financial products and
services on a national basis and across a variety of industries, with a particular focus on clients in the
transportation industry. The combination of these products that are offered to our clients in the transportation
industry, specifically over the road trucking, when coupled together with our other products and services, such as
personal and small business checking, treasury management, insurance brokerage, and fuel cards, position us to
provide a complete suite of products and services to this market, ranging from owner-operators to sizable fleets,
that we believe is unique in the market in which we operate.

Equipment Loans. We originate equipment loans primarily secured by new or used revenue producing,
essential-use equipment from major manufacturers that is movable, may be used in more than one type of
business, and generally has broad resale markets. Core markets include transportation, construction, and waste.
Our equipment loans are typically fully amortizing, fixed rate loans secured by the underlying collateral with a
term of three to five years. Equipment lending to transportation clients constituted approximately 86% of our
total equipment lending portfolio as of December 31, 2023. Equipment loans are reported within commercial
loans in the notes to our consolidated financial statements.

Asset-Based Loans. We originate asset-based loans to borrowers to support general working capital needs. Our
asset-based loan structure involves advances of loan proceeds against a “borrowing base,” which typically
consists of accounts receivable, identified readily marketable inventory or other collateral of the borrower. The
maximum amount a customer may borrow at any time is fixed as a percentage of the asset borrowing base. These
loans typically bear interest at a floating rate comprised of SOFR or the prime rate plus a premium and include
certain other transaction fees, such as origination and unused line fees. We target asset-based loan facilities
between $1 million and $20 million and originate asset-based loans across a variety of industries. Asset-based
loans are reported within commercial loans in the notes to our consolidated financial statements.
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Triumph Insurance Group. We provide insurance brokerage services through Triumph Insurance Group, an
agency primarily focused on meeting the insurance needs of our commercial finance clients, particularly our
factoring clients in the transportation industry and our equipment lending clients.

We offer other lending products and services on a nationwide basis that provide further asset diversification
within our loan portfolio.

Mortgage Warehouse Facilities. Mortgage warehouse arrangements allow unaffiliated mortgage originators to
close one-to-four family real estate loans in their own name and manage their cash flow needs until the loans are
sold to investors. Although not bound by any legally binding commitment, when a purchase decision is made, we
purchase a 100% interest in the mortgage loans originated by our mortgage banking company customers using a
Purchase/Repurchase agreement. The mortgage banking company customer closes mortgage loans consistent
with underwriting standards established by the Agencies (FNMA, FHLMC and GNMA) and approved investors
and, once all pertinent documents are received, the mortgage note is delivered by the Company to the investor
selected by the originator.

The mortgage warehouse customers are located across the U.S. and originate loans primarily through traditional
retail, wholesale and correspondent business models. These customers are strategically targeted for their
experienced management teams and thoroughly analyzed to ensure long-term and profitable business models. By
using this approach, we believe that this type of lending carries a lower risk profile than other one-to-four family
mortgage loans held for investment in our portfolio, due to the short-term nature (averaging less than 30 days) of
the exposure and the additional strength offered by the mortgage originator sponsorship.

At December 31, 2023, maximum aggregate outstanding purchases ranged in size from $20 million to

$300 million. Typical covenants include minimum tangible net worth, maximum leverage and minimum
liquidity. As loans age, the Company requires loan curtailments to reduce our risk involving loans that are not
purchased by investors on a timely basis.

At December 31, 2023, the Company had 13 mortgage banking company customers with a maximum aggregate
exposure of $1.325 billion and an actual aggregate outstanding balance of $728.8 million. The average mortgage
loan being purchased by the Company reflects a blend of both Conforming and Government loan characteristics,
including an average loan to value ratio (“LTV”) of 77%, an average credit score of 711 and an average loan size
of $267 thousand. These characteristics illustrate the low risk profile of loans purchased under the mortgage
warehouse arrangements. To date, we have not experienced a loss on any of our mortgage warehouse loans.
Through our commercial banking and treasury management functionality, we are able to offer our mortgage
warehouse clients depository relationships focused on the servicing deposits generated in such businesses, further
enhancing our core deposit portfolio.

Liquid Credit Loans. We purchase broadly syndicated leveraged loans secured by a variety of collateral types.
Given the highly liquid nature of these products, we are able to opportunistically scale this loan portfolio over
time depending on opportunities in the syndicated loan market and other areas of our business. Liquid credit
loans are reported within commercial loans in the notes to our consolidated financial statements.

Factoring

We offer factoring services to our customers across a variety of industries, with a focus in transportation
factoring. In contrast to a lending relationship, in a factoring transaction we directly purchase the receivables
generated by our clients at a discount to their face value. These transactions are structured to provide our clients
with immediate liquidity to meet operating expenses when there is a mismatch between payments to our client
for a good or service and the incurrence of operating costs required to provide such good or service. For example,
in the transportation industry, invoices are typically paid 30 to 60 days after delivery whereas the truckers
providing such transportation services require immediate funds to pay for fuel and other operating costs.
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Our transportation factoring clients include small owner-operator trucking companies (one-to-four trucks),
mid-sized fleets (5-to-50 trucks), large fleets (more than 50 trucks), and freight broker relationships whereby we
manage all Carrier payments on behalf of a Broker client. Factoring for transportation businesses constituted
approximately 96% of our total factoring portfolio at December 31, 2023, calculated based on the gross
receivables from the purchase of invoices from such trucking businesses compared to our total gross receivables
in the purchase of factored receivables as of such date. The features and pricing of our transportation factoring
relationships vary by client type. Typically our smaller owner-operator relationships are structured as
“non-recourse” relationships (i.e., we retain the credit risk associated with the ability of the account debtor on an
invoice we purchase to ultimately make payment) and our larger relationships are structured as “recourse”
relationships (i.e., our client agrees to repurchase from us any invoices for which payment is not ultimately
received from the account debtor). Our transportation factoring business tends to be weaker in the first quarter of
the year; consistent with trends in over the road trucking.

Our non-transportation factoring business targets small businesses with annual sales between $1 million and
$50 million in industries such as manufacturing, distribution, and staffing.

Payments

Our TriumphPay platform is a payments network for the over-the-road trucking industry. TriumphPay connects
Brokers, Shippers, Factors, and Carriers through forward-thinking solutions that help each party successfully
process, settle and manage Carrier payments and drive growth. Revenues are derived from transaction fees and
interest income on factored receivables and commercial loans related to invoice payments. Payments’ factored
receivables consist of (i) invoices where we offer a Carrier a quick pay opportunity to receive payment at a
discount in advance of the standard payment term for such invoice in exchange for the assignment of such
invoice to us and (ii) factoring transactions where we purchase receivables payable to such freight brokers from
their shipper clients. Payments also offers commercial loans that result from our offering certain Brokers an
additional liquidity option through the ability to settle their invoices with us on an extended term following our
payment to their Carriers. The balance of such commercial loans was $0 at December 31, 2023. For the year
ended December 31, 2023, TriumphPay processed 19,528,864 invoices paying a total of $21.518 billion.

Credit Risk Management

We mitigate credit risk through disciplined underwriting of each transaction we originate, as well as active credit
management processes and procedures to manage risk and minimize loss throughout the life of a transaction. We
seek to maintain a broadly diversified loan portfolio in terms of type of customer, type of loan product,
geographic area and industries in which our business customers are engaged. We have developed tailored
underwriting criteria and credit management processes for each of the various loan product types we offer our
customers.

Underwriting

In evaluating each potential loan relationship, we adhere to a disciplined underwriting evaluation process
including the following:

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

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

e observing appropriate loan to value guidelines for collateral secured loans;

* maintaining our targeted levels of diversification for the loan portfolio, including industry, collateral,
geography, and product type; and

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

5



Our non-owner occupied commercial real estate loans are generally secured by income producing property with
adequate margins, supported by a history of profitable operations and cash flows and proven operating stability
in the case of commercial loans. Our commercial real estate loans and commercial loans are often supported by
personal guarantees from the principals of the borrower.

With respect to our asset-based loans, in addition to an overall evaluation of the borrower and the transaction
considering the applicable criteria set forth above, we also engage in an evaluation of the assets comprising the
borrowing base for such loans, to confirm that such assets are readily recoverable and recoverable at rates in
excess of the advance rate for such loans.

Our transportation payments products (i.e., factoring and TriumphPay) require specialized underwriting
processes. For each factoring transaction, in addition to a credit evaluation of our client, we also evaluate the
creditworthiness of underlying account debtors, because account debtors represent the substantive underlying
credit risk. Transportation factoring also presents the additional challenge of underwriting high volumes of
invoices of predominantly low value per invoice and managing credit requests for a large industry pool of
account debtors. We facilitate this process through a proprietary web-based “Online Broker Credit” application,
which processes invoice purchase approval requests for our clients through an online proprietary scoring model
and delivers either preliminary responses for small dollar requests or immediate referral to our servicing
personnel for larger dollar requests. We also set and monitor concentration limits for individual account debtors
that are tracked across all of our clients (as multiple clients may have outstanding invoices from a particular
account debtor). For each Broker or Shipper client, for whom we will be originating quick pay or supply chain
finance transactions, we conduct an in-depth credit evaluation and underwriting process. We facilitate this
process by collecting detailed company and financial information, which we analyze to determine credit risk.

Our bank implements its underwriting evaluation and approval process through a tiered system of loan
authorities. Under these authorities, transactions at certain identified levels are eligible to be approved by a
designated officer or a combination of designated officers. Transactions above such individual thresholds require
approval of a management-level loan committee. Transactions above the approval levels for our management-
level loan committee must be approved by an executive loan committee comprised of directors of TBK Bank.
Our underwriting and approval processes also employ limits we believe to be appropriate as to loan type and
category, loan size, and other attributes.

Ongoing Credit Risk Management

We also perform ongoing risk monitoring and review processes for all credit exposures. Although we grade and
classify our loans internally, we have an independent third-party professional firm perform regular loan reviews
to confirm loan classification. We strive to identify potential problem loans early in an effort to seek resolution of
these situations before the loans create a loss, record any necessary charge-offs promptly and maintain adequate
allowance levels for expected credit losses in the loan portfolio. In general, whenever a particular loan or overall
borrower relationship is downgraded to pass-watch or substandard based on one or more standard loan grading
factors, our credit officers engage in active evaluation of the asset to determine the appropriate resolution
strategy. Management regularly reviews the status of the watch list and classified assets portfolio as well as the
larger credits in the portfolio.

In addition to our general credit risk management processes, we employ specialized risk management processes
and procedures for certain of our commercial lending products, in particular our asset-based lending and
transportation payments products. With respect to our asset-based lending relationships, we generally require
dominion over the borrower’s cash accounts in order to actively control and manage the cash flows from the
conversion of borrowing base collateral into cash and its application to the loan. We also engage in active review
and monitoring of the borrowing base collateral itself, including field audits typically conducted on a 90 to

180 day cycle.



With respect to our factoring operations, we employ a proprietary risk management program whereby each client
is assigned a risk score based on measurable criteria. Our risk model is largely geared toward early detection and
mitigation of fraud, which we believe represents the most material risk of loss in this asset class. Risk scores are
presented on a daily basis through a proprietary software application. These risk scores are then used to assign
such client into a particular classification level. The classification level is not a predictor of loss exposure but
rather the determinant for monitoring levels and servicing protocols, such as the percentage requirements for
collateral review and invoice verification prior to purchase. This scoring and risk allocation methodology helps
us to manage and control fraud and credit risk. For our TriumphPay Broker and Shipper clients, for whom we are
originating quick pay transactions, we conduct quarterly reviews of the company’s financial statements to
monitor the financial condition and performance relative to established guidelines and covenants.

Marketing

We market our payments services, loans, and other products and services through a variety of channels.
Fundamentally, we focus on a high-touch direct sales model and building long-term relationships with our
customers. In our community banking markets, our lending officers actively solicit new and existing businesses
in the communities we serve. For our product lines offered on a nationwide basis, we typically maintain sales
personnel across the country with designated regional responsibilities for clients within their territories. We
market our products and services through secondary channels, including e-marketing and search engine
optimization, as well as key strategic sourcing relationships. Importantly, while we seek to ensure that the pricing
on all of our payments, factoring, and loan products is competitive, we also attempt to distinguish ourselves with
our clients on criteria other than price, including service, industry knowledge and a more complete value
proposition than our competitors. We believe that our suite of complementary commercial lending product
options and our other available banking services, including payments services, treasury management services,
and our insurance brokerage initiatives, allow us to offer full-service banking relationships to clients and
industries that have historically been served by smaller non-bank commercial finance companies.

Deposits

Deposits are our primary source of funds to support our earning assets. We offer depository products, including
checking, savings, money market and certificates of deposit with a variety of rates. Deposits at our bank
subsidiary are insured by the Federal Deposit Insurance Corporation (“FDIC”) up to statutory limits. In addition,
required deposit balances associated with our commercial loan arrangements and treasury management
relationships maintained by our commercial lending clients provide an additional source of deposits. In our
community banking markets, we have a network of 62 deposit-taking branch offices. We also maintain a branch
office in Dallas, Texas, dedicated to deposit generation activities.

Competitors

The bank and non-bank financial services industries in our markets and the surrounding areas are highly
competitive. We compete with a wide range of regional and national banks located in our market areas as well as
non-bank commercial finance and factoring companies on a nationwide basis. We experience competition in both
lending and attracting funds from commercial banks, savings associations, credit unions, consumer finance
companies, pension trusts, mutual funds, insurance companies, mortgage bankers and brokers, brokerage and
investment banking firms, non-bank lenders, government agencies and certain other non-financial institutions.
With respect to our transportation payments businesses, we also compete with other software providers and
financial technology businesses. Many of these competitors have more assets, capital and lending limits, and
resources than we do and may be able to conduct more intensive and broader-based promotional efforts to reach
both commercial and individual customers. Competition for deposit products can depend heavily on pricing
because of the ease with which customers can transfer deposits from one institution to another.



Supervision and Regulation

Banking is a complex, highly regulated industry. Consequently, our growth and earnings performance can be
affected, not only by management decisions and macro and local economic conditions, but also by the statutes
administered by and the regulations and policies of, various governmental regulatory authorities. These
authorities include, but are not limited to, the Federal Reserve, the FDIC, the Department of Savings and
Mortgage Lending of the state of Texas (“DSML” formerly the Texas Department of Savings and Mortgage
Lending), the Internal Revenue Service (“IRS”), and state taxing authorities. The effect of these statutes,
regulations and policies and any changes to any of them can be significant and cannot be predicted.

The primary goals of the bank regulatory scheme are to maintain a safe and sound banking system and to
facilitate the conduct of sound monetary policy. In furtherance of those goals, the U.S. Congress and the
individual states have created numerous regulatory agencies and enacted numerous laws, such as the Dodd-Frank
Act, that govern banks and the banking industry. The system of supervision and regulation applicable to the
Company establishes a comprehensive framework for our operations and is intended primarily for the protection
of the FDIC’s deposit insurance funds, our depositors and the public, rather than the stockholders and creditors.

New regulations and statutes are regularly proposed that contain wide-ranging proposals for altering the
structures, regulations and competitive relationships of financial institutions operating in the United States. We
cannot predict whether or in what form any proposed regulation or statute will be adopted or the extent to which
any of our businesses may be affected by any new regulation or statute.

The following is an attempt to summarize some of the relevant laws, rules and regulations governing banks and
bank holding companies, but does not purport to be a complete summary of all applicable laws, rules and
regulations governing banks. The descriptions are qualified in their entirety by reference to the specific statutes
and regulations discussed.

Bank Holding Company Regulation

The Company is a financial holding company registered under the BHC Act and is subject to supervision and
regulation by the Federal Reserve. Federal laws subject bank holding companies (and financial holding
companies) to particular restrictions on the types of activities in which they may engage and to a range of
supervisory requirements and activities, including regulatory enforcement actions, for violation of laws and
policies.

Activities Closely Related to Banking

The BHC Act prohibits a bank holding company, with certain limited exceptions, from acquiring direct or
indirect ownership or control of any voting shares of any company that is not a bank or from engaging in any
activities other than those of banking, managing or controlling banks and certain other subsidiaries or furnishing
services to or performing services for its subsidiaries. Bank holding companies also may engage in or acquire
interests in companies that engage in a limited set of activities that are closely related to banking or managing or
controlling banks. If a bank holding company has become a financial holding company (an “FHC”), as we have,
it may engage in a broader set of activities, including insurance underwriting and broker-dealer services as well
as activities that are jointly determined by the Federal Reserve and the U.S. Treasury to be financial in nature or
incidental to such financial activity. FHCs may also engage in activities that are determined by the Federal
Reserve to be complementary to financial activities. The Company has elected to be an FHC. To maintain FHC
status, the bank holding company and all subsidiary depository institutions must be well managed and “well
capitalized.” Additionally, all subsidiary depository institutions must have received at least a “Satisfactory”
rating on their most recent Community Reinvestment Act (“CRA”) examination. Failure to meet these
requirements may result in limitations on activities and acquisitions.
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Safe and Sound Banking Practices

Bank holding companies are not permitted to engage in unsafe and unsound banking practices. The Federal
Reserve may order a bank holding company to terminate an activity or control of a non-bank subsidiary if such
activity or control constitutes a significant risk to the financial safety, soundness or stability of a subsidiary bank
and is inconsistent with sound banking principles.

Consistent with the Dodd-Frank Act codification of the Federal Reserve’s policy that bank holding companies
must serve as a source of financial strength for their subsidiary banks, the Federal Reserve has stated that, as a
matter of prudence, a bank holding company generally should not maintain a rate of distributions to stockholders
unless its available net income has been sufficient to fully fund the distributions and the prospective rate of
earnings retention appears consistent with a bank holding company’s capital needs, asset quality and overall
financial condition. In addition, we are subject to certain restrictions on the making of distributions as a result of
the requirement that our subsidiary bank maintains an adequate level of capital as described below. Limitations
on our subsidiary bank paying dividends could, in turn, affect our ability to pay dividends to our stockholders.
For more information concerning our subsidiary bank’s ability to pay dividends, see below.

In addition, the Federal Reserve Supervisory Letter SR 09-4 provides guidance on the declaration and payment of
dividends, capital redemptions and capital repurchases by a bank holding company. Supervisory Letter SR 09-4
provides that, as a general matter, a bank holding company should eliminate, defer or significantly reduce its
dividends if: (i) the bank holding company’s net income available to stockholders for the past four quarters, net
of dividends previously paid during that period, is not sufficient to fully fund the dividends, (ii) the bank holding
company’s prospective rate of earnings retention is not consistent with the bank holding company’s capital needs
and overall current and prospective financial condition or (iii) the bank holding company will not meet, or is in
danger of not meeting, its minimum regulatory capital adequacy ratios. Failure to do so could result in a
supervisory finding that the bank holding company is operating in an unsafe and unsound manner. Capital rules
and their implementing regulations also require a holding company to get the prior approval of the Federal
Reserve prior to any redemption or repurchase of certain of its own equity securities.

The Federal Reserve has broad authority to prohibit activities of bank holding companies and their non-banking
subsidiaries which represent unsafe and unsound banking practices or which constitute violations of laws or
regulations. Notably, the Financial Institutions Reform, Recovery and Enforcement Act of 1989 (“FIRREA”)
provides that the Federal Reserve can assess civil money penalties for such practices or violations which can be
as high as $1 million per day. FIRREA contains expansive provisions regarding the scope of individuals and
entities against which such penalties may be assessed.

Annual Reporting and Examinations

The Company is required to file annual and quarterly reports with the Federal Reserve and such additional
information as the Federal Reserve may require pursuant to the BHC Act. The Federal Reserve may examine a
bank holding company or any of its subsidiaries and charge the bank holding company for the cost of such an
examination. The Company is also subject to reporting and disclosure requirements under state and federal
securities laws.

Rules on Regulatory Capital

Regulatory capital rules pursuant to the Basel III requirements, released in July 2013, implemented higher
minimum capital requirements for bank holding companies and banks. The rules include a common equity Tier 1
capital requirement and establish criteria that instruments must meet to be considered common equity Tier 1
capital, additional Tier 1 capital or Tier 2 capital. These enhancements were designed to both improve the quality
and increase the quantity of capital required to be held by banking organizations, better equipping the U.S.
banking system to deal with adverse economic conditions. The capital rules require banks and bank holding
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companies to maintain a minimum common equity Tier 1 (“CET1”) capital ratio of 4.5%, a total Tier 1 capital
ratio of 6%, a total capital ratio of 8% and a leverage ratio of 4%. Under the rules, bank holding companies must
maintain a total risk-based capital ratio of 10% and a total Tier 1 risk-based capital ratio of 6% to be considered
“well capitalized” for purposes of certain rules and requirements.

The capital rules also require banks and bank holding companies to maintain a CET1 capital ratio of 6.5%, a total
Tier 1 capital ratio of 8%, a total capital ratio of 10% and a leverage ratio of 5% to be deemed “well capitalized”
for purposes of certain rules and prompt corrective action requirements. The risk-based ratios include a “capital
conservation buffer” of 2.5%. An institution is subject to limitations on certain activities including payment of
dividends, share repurchases and discretionary bonuses to executive officers if its capital level is below the buffer
amount. This buffer will help to ensure that banking organizations conserve capital when it is most needed,
allowing them to better weather periods of economic stress.

The regulatory capital rules attempt to improve the quality of capital by implementing changes to the definition
of capital. Among the most important changes are stricter eligibility criteria for regulatory capital instruments
that would disallow the inclusion of instruments, such as trust preferred securities, in Tier 1 capital going forward
and new constraints on the inclusion of minority interests, mortgage-servicing assets, deferred tax assets and
certain investments in the capital of unconsolidated financial institutions. In addition, the rules require that most
regulatory capital deductions be made from common equity Tier 1 capital.

The Federal Reserve may also set higher capital requirements for holding companies whose circumstances
warrant it. For example, holding companies experiencing internal growth or making acquisitions are expected to
maintain strong capital positions substantially above the minimum supervisory levels, without significant
reliance on intangible assets. At this time, the bank regulatory agencies are more inclined to impose higher
capital requirements to meet well-capitalized standards and future regulatory change could impose higher capital
standards as a routine matter. The Company’s regulatory capital ratios and those of its subsidiary bank are in
excess of the levels established for “well-capitalized” institutions under the rules.

The regulatory capital rules also set forth certain changes in the methods of calculating certain risk-weighted
assets, which in turn affects the calculation of risk-based ratios. Under the rules, higher or more sensitive risk
weights are assigned to various categories of assets, including, certain credit facilities that finance the acquisition,
development or construction of real property, certain exposures or credits that are 90 days past due or on
nonaccrual, foreign exposures and certain corporate exposures. In addition, the rules include (i) alternative
standards of credit worthiness consistent with the Dodd-Frank Act, (ii) greater recognition of collateral and
guarantees and (iii) revised capital treatment for derivatives and repo-style transactions.

In addition, the rules include certain exemptions to address concerns about the regulatory burden on community
banks. For example, banking organizations with less than $15 billion in consolidated assets as of December 31,
2009 are permitted to include in Tier 1 capital trust preferred securities and cumulative perpetual preferred stock
issued and included in Tier 1 capital prior to May 19, 2010 on a permanent basis, without any phase out.
Community banks were also able to elect on a one time basis in their March 31, 2015 quarterly filings to opt-out
of the requirement to include most accumulated other comprehensive income (“AOCI”) components in the
calculation of CET1 capital and, in effect, retain the AOCI treatment under the current capital rules. Under the
rules, we elected to make the one-time permanent election to continue to exclude AOCI from capital.

As permitted by the interim final rule issued on March 27, 2020, by the federal banking regulatory agencies, we
have elected the option to delay the estimated impact on regulatory capital of ASU 2016-13, “Financial
Instruments — Credit Loses (Topic 326): Measurement of Credit Losses on Financial Instruments”, which was
effective January 1, 2020. The initial impact of adoption of ASU 2016-13 as well as 25% of the quarterly
increases in the allowance for credit losses subsequent to adoption of ASU 2016-13 (collectively, the “transition
adjustments”) will be delayed for two years. After two years, the cumulative amount of the transition adjustments
will become fixed and will be phased out of the regulatory capital calculations evenly or on a three year period,
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with 75% recognized in year three, 50% recognized in year four, and 25% recognized in year five. After five
years, the temporary regulatory capital benefits will be fully reversed. The elected option did not have a material
impact on our capital ratios.

Imposition of Liability for Undercapitalized Subsidiaries

The Federal Deposit Insurance Corporation Improvement Act of 1991 (“FDICIA”) required each federal banking
agency to revise its risk-based capital standards to ensure that those standards take adequate account of interest
rate risk, concentration of credit risk and the risks of nontraditional activities, as well as reflect the actual
performance and expected risk of loss on multifamily mortgages.

As discussed above, in accordance with the law, each federal banking agency has specified, by regulation, the
levels at which an insured institution would be considered “well capitalized,” adequately capitalized,
undercapitalized, significantly undercapitalized and critically undercapitalized. As of December 31, 2023, the
Company’s subsidiary bank exceeded the capital levels required to be deemed “well capitalized.”

Additionally, FDICIA requires bank regulators to take prompt corrective action to resolve problems associated
with insured depository institutions. In the event an institution becomes undercapitalized, it must submit a capital
restoration plan.

Under these prompt corrective action provisions of FDICIA, if a controlled bank is undercapitalized, then the
regulators could require the bank to submit a capital restoration plan. If an institution becomes significantly
undercapitalized or critically undercapitalized, additional and significant limitations are placed on the institution.
The capital restoration plan of an undercapitalized institution will not be accepted by the regulators unless each
company having control of the undercapitalized institution guarantees the subsidiary’s compliance with the
capital restoration plan until it becomes adequately capitalized. The Company has control of its subsidiary bank
for the purpose of this statute.

Further, by statute and regulation, a bank holding company must serve as a source of financial and managerial
strength to each bank that it controls and, under appropriate circumstances, may be required to commit resources
to support each such controlled bank. This support may be required at times when the bank holding company
may not have the resources to provide the support. In addition, if the Federal Reserve believes that a bank
holding company’s activities, assets or affiliates represent a significant risk to the financial safety, soundness or
stability of a controlled bank, then the Federal Reserve could require the bank holding company to terminate the
activities, liquidate the assets or divest the affiliates. The regulators may require these and other actions in
support of controlled banks even if such actions are not in the best interests of the bank holding company or its
stockholders.

Acquisitions by Bank Holding Companies

The BHC Act requires every bank holding company to obtain the prior approval of the Federal Reserve before it
may acquire all or substantially all of the assets of any bank or ownership or control of any voting shares of any
bank if after such acquisition it would own or control, directly or indirectly, more than 5% of the voting shares of
such bank. In approving bank acquisitions by bank holding companies, the Federal Reserve is required to
consider the financial and managerial resources and future prospects of the bank holding company and banks
concerned, the convenience and needs of the communities to be served, the effect on competition as well as the
financial stability of the United States. The Attorney General of the United States may, within 30 days after
approval of an acquisition by the Federal Reserve, bring an action challenging such acquisition under the federal
antitrust laws, in which case the effectiveness of such approval is stayed pending a final ruling by the courts.
Under certain circumstances, the 30-day period may be shortened to 15 days.
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Control Acquisitions

The Change in Bank Control Act prohibits a person or group of persons from acquiring “control” of a bank
holding company unless the Federal Reserve has been notified and has not objected to the transaction. Under a
rebuttable presumption established by the Federal Reserve, the acquisition of 10% or more of a class of voting
stock of a bank holding company with a class of securities registered under Section 12 of the Exchange Act, such
as the Company, would, under the circumstances set forth in the presumption, constitute acquisition of control of
the Company.

In addition, the BHC Act prohibits any entity from acquiring 25% (the BHC Act has a lower limit for acquirers
that are existing bank holding companies) or more of a bank holding company’s or bank’s voting securities, or
otherwise obtaining control or a controlling influence over a bank holding company or bank without the approval
of the Federal Reserve. On January 31, 2020, the Federal Reserve Board approved the issuance of a final rule
(which became effective October 1, 2020) that clarified and codified the Federal Reserve’s standards for
determining whether one company has control over another. The final rule established four categories of tiered
presumptions of noncontrol that are based on the percentage of voting shares held by the investor (less than 5%,
5-9.9%, 10-14.9% and 15-24.9%) and the presence of other indicia of control. As the percentage of ownership
increases, fewer indicia of control are permitted without falling outside of the presumption of noncontrol. These
indicia of control include nonvoting equity ownership, director representation, management interlocks, business
relationship and restrictive contractual covenants. Under the final rule, investors can hold up to 24.9% of the
voting securities and up to 33% of the total equity of a company without necessarily having a controlling
influence.

Anti-Tying Restrictions

Bank holding companies and their affiliates are prohibited from tying the provision of certain services, such as
extensions of credit, to other services offered by a holding company or its affiliates.

Bank Regulation
TBK Bank

TBK Bank is a Texas state savings bank and is subject to various requirements and restrictions under the laws of
the United States and Texas and to regulation, supervision and regular examination by the FDIC and the DSML.
TBK Bank is required to file reports with the FDIC and the DSML concerning its activities and financial
condition in addition to obtaining regulatory approvals before entering into certain transactions such as mergers
with, or acquisitions of, other financial institutions. The regulators have the power to enforce compliance with
applicable banking statutes and regulations. Those regulations include requirements to maintain reserves against
deposits, restrictions on the nature and amount of loans that may be made and the interest that may be charged on
loans and restrictions relating to investments and other activities of TBK Bank.

Standards for Safety and Soundness

As part of FDICIA’s efforts to promote the safety and soundness of depository institutions and their holding
companies, appropriate federal banking regulators are required to have in place regulations specifying
operational and management standards (addressing internal controls, loan documentation, credit underwriting
and interest rate risk), asset quality and earnings. As discussed above, the Federal Reserve and the FDIC have
extensive authority to police unsafe or unsound practices and violations of applicable laws and regulations by
depository institutions and their holding companies. For example, the FDIC may terminate the deposit insurance
of any institution that it determines has engaged in an unsafe or unsound practice. The agencies can also assess
civil money penalties of up to $1 million per day, issue cease-and-desist or removal orders, seek injunctions and
publicly disclose such actions.
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The ability of TBK Bank, as a Texas state savings bank, to pay dividends is restricted under the Texas Finance
Code. Pursuant to the Texas Finance Code, a Texas state savings bank may declare and pay a dividend out of
current or retained earnings, in cash or additional stock, to the holders of record of the stock outstanding on the
date the dividend is declared. However, without the prior approval of the DSML, a cash dividend may not be
declared by the board of a Texas state savings bank that the DSML considers to be in an unsafe condition or to
have less than zero total retained earnings on the date of the dividend declaration.

TBK Bank is also subject to certain restrictions on the payment of dividends as a result of the requirement that it
maintain an adequate level of capital in accordance with guidelines promulgated from time to time by the federal
regulators.

The present and future dividend policy of TBK Bank is subject to the discretion of its board of directors. In
determining whether to pay dividends to Triumph Financial and, if made, the amount of the dividends, the board
of directors of TBK Bank considers many of the same factors discussed above. TBK Bank cannot guarantee that
it will have the financial ability to pay dividends to Triumph, or if dividends are paid, that they will be sufficient
for Triumph Financial to make distributions to stockholders. TBK Bank is not obligated to pay dividends.

Restrictions on Transactions with Affiliates

Section 23A of the Federal Reserve Act imposes quantitative and qualitative limits on transactions between a
bank and any affiliate and requires certain levels of collateral for such loans. It also limits the amount of
advances to third parties which are collateralized by the securities or obligations of the Company. Section 23B of
the Federal Reserve Act requires that certain transactions between the Company’s subsidiary bank and its
affiliates must be on terms substantially the same, or at least as favorable, as those prevailing at the time for
comparable transactions with or involving other nonaffiliated companies. In the absence of such comparable
transactions, any transaction between the bank and its affiliates must be on terms and under circumstances,
including credit standards, which in good faith would be offered to or would apply to nonaffiliated companies.

Capital Adequacy

In addition to the capital rules applicable to both banks and bank holding companies discussed above, under the
prompt corrective action regulations, the federal bank regulators are required and authorized to take supervisory
actions against undercapitalized banks. For this purpose, a bank is placed in one of the following five categories
based on the bank’s capital:

* well-capitalized (at least 5% leverage capital, 6.5% common equity Tier 1 risk-based capital, 8% Tier 1
risk-based capital and 10% total risk-based capital);

e adequately capitalized (at least 4% leverage capital, 4.5% common equity Tier 1 risk-based capital, 6%
Tier 1 risk-based capital and 8% total risk-based capital);

e undercapitalized (less than 4% leverage capital, 4.5% common equity Tier 1 risk-based capital, 6%
Tier 1 risk-based capital and 8% total risk-based capital);

* significantly undercapitalized (less than 3% leverage capital, 3% common equity Tier 1 risk-based
capital, 4% Tier 1 risk-based capital and 6% total risk-based capital); and

e critically undercapitalized (less than 2% tangible capital).

Federal banking regulators are required to take various mandatory supervisory actions and are authorized to take
other discretionary actions with respect to institutions in the three undercapitalized categories. The severity of the
action depends upon the capital category in which the institution is placed. Generally, subject to a narrow
exception, banking regulators must appoint a receiver or conservator for an institution that is “critically
undercapitalized.” The federal banking agencies have specified by regulation the relevant capital level for each
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category. An institution that is categorized as “undercapitalized,” “significantly undercapitalized,” or “critically
undercapitalized” is required to submit an acceptable capital restoration plan to its appropriate federal banking
agency.

Failure to meet capital guidelines could subject our subsidiary bank to a variety of enforcement remedies,
including issuance of a capital directive, the termination of deposit insurance by the FDIC, a prohibition on
accepting brokered deposits and other restrictions on our business.

Deposit Insurance

The FDIC insures the deposits of federally insured banks up to prescribed statutory limits for each depositor,
through the Deposit Insurance Fund (“DIF”) and safeguards the safety and soundness of the banking and thrift
industries. The amount of FDIC assessments paid by each insured depository institution is based on its relative
risk of default as measured by regulatory capital ratios and other supervisory factors.

The FDIC’s deposit insurance premium assessment is based on an institution’s average consolidated total assets
minus average tangible equity.

We are generally unable to control the amount of premiums that we are required to pay for FDIC insurance. At
least semi-annually, the FDIC will update its loss and income projections for the DIF and, if needed, will
increase or decrease assessment rates, following notice-and-comment rulemaking, if required. If there are
additional bank or financial institution failures or if the FDIC otherwise determines to increase assessment rates,
TBK Bank may be required to pay higher FDIC insurance premiums. Any future increases in FDIC insurance
premiums may have a material and adverse effect on our earnings.

Consumer Financial Protection Bureau

The Consumer Financial Protection Bureau (“CFPB”) is granted broad rulemaking, supervisory and enforcement
powers under various federal consumer financial protection laws, including the Equal Credit Opportunity Act,
Truth in Lending Act, Real Estate Settlement Procedures Act, Fair Credit Reporting Act, Fair Debt Collection
Act, the Consumer Financial Privacy provisions of the Gramm-Leach-Bliley Act and certain other statutes. The
CFPB has examination and primary enforcement authority with respect to depository institutions with $10 billion
or more in assets. Depository institutions with less than $10 billion in assets, such as our subsidiary depository
institution, are subject to rules promulgated by the CFPB, which may increase their compliance risk and the costs
associated with their compliance efforts, but the banks will continue to be examined and supervised by federal
banking regulators for consumer compliance purposes. The CFPB has authority to prevent unfair, deceptive or
abusive practices in connection with the offering of consumer financial products.

The CFPB has issued regulatory guidance and has proposed, or will be proposing, regulations on issues that
directly relate to our business including certain types of fees we charge our customers. Although it is difficult to
predict the full extent to which the CFPB’s final rules impact the operations and financial condition of our
subsidiary bank, such rules may have a material impact on the bank’s compliance costs, compliance risk and fee
income.

Privacy

Under the Right to Financial Privacy Act, which imposes a duty to maintain confidentiality of consumer financial
records and prescribes procedures for complying with administrative subpoenas of financial records, financial
institutions are required to disclose their policies for collecting and protecting confidential information.
Customers generally may prevent financial institutions from sharing personal financial information with
nonaffiliated third parties except for third parties that market the institutions’ own products and services.
Additionally, financial institutions generally may not disclose consumer account numbers to any nonaffiliated
third-party for use in telemarketing, direct mail marketing or other marketing through electronic mail to
consumers.
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The USA PATRIOT Act, International Money Laundering Abatement and Financial Anti-Terrorism Act and Bank
Secrecy Act

A major focus of governmental policy on financial institutions has been aimed at combating money laundering
and terrorist financing. The USA PATRIOT Act and the International Money Laundering Abatement and
Financial Anti-Terrorism Act of 2001 substantially broadened the scope of U.S. anti-money laundering laws and
penalties, specifically related to the Bank Secrecy Act and expanded the extra-territorial jurisdiction of the
United States. The U.S. Treasury has issued a number of implementing regulations which apply various
requirements of the USA PATRIOT Act to financial institutions such as TBK Bank. These regulations impose
obligations on financial institutions to maintain appropriate policies, procedures and controls to detect, prevent
and report money laundering and terrorist financing and to verify the identity of their customers.

Failure of a financial institution and its holding company to maintain and implement adequate programs to
combat money laundering and terrorist financing, or to comply with relevant laws and regulations, could have
serious legal, reputational and financial consequences for the institution. Because of the significance of
regulatory emphasis on these requirements, TBK Bank will continue to expend significant staffing, technology
and financial resources to maintain programs designed to ensure compliance with applicable laws and regulations
and an effective audit function for testing of the bank’s compliance with the Bank Secrecy Act on an ongoing
basis.

Community Reinvestment Act

The CRA requires that, in connection with examinations of financial institutions within its jurisdiction, the FDIC
and the state banking regulators, as applicable, evaluate the record of each financial institution in meeting the
credit needs of its local community, including low and moderate-income neighborhoods. These facts are also
considered in evaluating mergers, acquisitions and applications to open a branch or facility. Failure to adequately
meet these criteria could impose additional requirements and limitations on us. Additionally, we must publicly
disclose the terms of various CRA-related agreements.

Qualified Thrift Lender

As a Texas state savings bank, TBK Bank is required to meet a Qualified Thrift Lender (“QTL”) test to avoid
certain restrictions on its activities. TBK Bank is currently, and expects to remain, in compliance with QTL
standards.

Other Regulations
Interest and other charges that our subsidiary bank collects or contracts for are subject to state usury laws and
federal laws concerning interest rates.
Our bank’s loan operations are also subject to federal laws applicable to credit transactions, such as:
e the federal Truth-In-Lending Act, governing disclosures of credit terms to consumer borrowers;

¢ the Home Mortgage Disclosure Act, requiring financial institutions to provide information to enable
the public and public officials to determine whether a financial institution is fulfilling its obligation to
help meet the housing needs of the community it serves;

e the Equal Credit Opportunity Act, prohibiting discrimination on the basis of race, creed or other
prohibited factors in extending credit;

e the Fair Credit Reporting Act, governing the use and provision of information to credit reporting
agencies;

e the Fair Debt Collection Act, governing the manner in which consumer debts may be collected by
collection agencies; and
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e the rules and regulations of the various governmental agencies charged with the responsibility of
implementing these federal laws.

In addition, our subsidiary bank’s deposit operations are subject to the Electronic Funds Transfer Act and
Regulation E issued by the Federal Reserve to implement that act, which govern automatic deposits to and
withdrawals from deposit accounts and customers’ rights and liabilities arising from the use of automated teller
machines and other electronic banking services.

Concentrated Commercial Real Estate Lending Regulations

The Federal Reserve and other federal banking regulatory agencies promulgated guidance governing financial
institutions with concentrations in commercial real estate lending. The guidance provides that a bank has a
concentration in commercial real estate lending if (i) total reported loans for construction, land development and
other land represent 100% or more of total capital or (ii) total reported loans secured by multifamily and
non-farm residential properties and loans for construction, land development and other land represent 300% or
more of total capital and the bank’s commercial real estate loan portfolio has increased 50% or more during the
prior 36 months. If a concentration is present, management must employ heightened risk management practices
including board and management oversight and strategic planning, development of underwriting standards, risk
assessment and monitoring through market analysis and stress testing and increasing capital requirements.

All of the above laws and regulations add significantly to the cost of operating the Company and our subsidiary
depository institution and thus have a negative impact on profitability. We would also note that there has been a
tremendous expansion experienced in recent years by certain financial service providers that are not subject to
the same rules and regulations as the Company and our subsidiary depository institution. These institutions,
because they are not so highly regulated, have a competitive advantage over us and our subsidiary depository
institution and may continue to draw large amounts of funds away from banking institutions, with a continuing
adverse effect on the banking industry in general.

Effect of Governmental Monetary Policies

The commercial banking business is affected not only by general economic conditions but also by both U.S.
fiscal policy and the monetary policies of the Federal Reserve. Some of the instruments of fiscal and monetary
policy available to the Federal Reserve include changes in the discount rate on member bank borrowings, the
fluctuating availability of borrowings at the “discount window,” open market operations, the imposition of and
changes in reserve requirements against member banks’ deposits and assets of foreign branches, the imposition
of and changes in reserve requirements against certain borrowings by banks and their affiliates and the placing of
limits on interest rates that member banks may pay on time and savings deposits. Such policies influence to a
significant extent the overall growth of bank loans, investments and deposits and the interest rates charged on
loans or paid on time and savings deposits. We cannot predict the nature of future fiscal and monetary policies
and the effect of such policies on future business and our earnings.

Human Capital
Corporate Values

As of December 31, 2023, we had 1,468.0 full-time equivalent employees. We are focused on “Helping People
Triumph”. It’s our brand purpose and our core values align with that purpose. We believe that our customers,
team members, communities and shareholders benefit from it. As a result, how we do business is as important to
us as what is achieved through our efforts. That belief forms the basis of the core values our team members
honor. They carry those values into the communities where they live and work.

We are committed to maintaining a work environment where every team member is treated with dignity and
respect, free from the threat of discrimination or harassment. As stated in our Board approved Code of Business
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Conduct & Ethics, we expect these same standards apply to all stakeholders, to our interactions with customers,
vendors and independent contractors. TFIN expects these values to be applied globally and by those we do
business with.

T-R-1I-U-M-P-H

e Transparency — Communicate the truth consistently, directly and professionally. Open communication
is the foundation of strong relationships.

e Respect — Treat others as you want to be treated. Put the needs of others and the needs of the team
before promoting your own agenda.

e Invest For The Future — Do not allow the immediate to crowd out the important. Success that endures is
built upon a long-term perspective.

e Unique Is Good — Be aware of following the crowd. Being unique can be difficult, but if it were easy,
everyone would do it.

e Mission Is More Than Money — Make everything you’re involved in better. This includes doing good
in the areas of greatest need — in your community and around the world.

e People Make The Difference — In any situation the most important criteria for success are the quality of
people and quality of their thinking.

*  Humility — Model humility in all that you do. Humility is not passivity, as it requires the courage to
prefer the needs of others over your own.

We intend our support for these measures to apply broadly to all persons. It is embodied in our company culture,
core values and our Code of Business Conduct & Ethics. We have a responsibility to our customers, communities
and each other as team members. Our employees, vendors, business partners and our Board of Directors are held
to the highest standards of ethics and are responsible for demonstrating behaviors consistent with those high
standards and our core values. Compliance with laws, rules and regulations is only the beginning. We encourage
our team members to obey the law, both in letter and in spirit, and this forms the foundation on which our ethical
standards are built. All of our team members, officers and directors, must respect and obey the laws and
regulations of the United States, as well as the cities and states in which we serve our customers. Although not all
team members are expected to know the details of all of these laws, it is important to know enough to determine
when to seek advice from supervisors, managers or other appropriate resources.

We require team members to annually complete training on our code of business conduct and ethics, certifying
that they have read and understand our policies and principles.

Labor Practices

We are proud to be an Equal Opportunity Employer and enforce those values throughout all of our operations.
We prohibit discrimination in hiring or advancement against any individual. The fundamental principle in our
operations is to treat others the way we want to be treated. As a result, it is our desire to implement practices
across our enterprise that encourage and respect the dignity of all our team members and customers.

We strive to ensure our team members have access to working conditions that provide a safe and healthy
environment, free from work-related injuries and illnesses. Our locations employ badges and keypads to enter or
to enter restricted areas of locations that have a public presence. Triumph Financial also employs a security team,
to track and remediate vulnerabilities in our physical, transactional, and team member security. We encourage
team members to raise concerns about actual or suspected misconduct. Triumph Financial provides
comprehensive medical, dental, and vision plans, health savings accounts, PTO and sick time, long-term
disability, term life, dependent life, AD&D insurance, childcare and dependent care programs, flexible spending
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accounts, FMLA, and employee assistance and wellness programs. We also maintain an employee stock purchase
program. We are committed to providing our team members with applicable rights and certain freedoms, such as
good working conditions, open communication, reasonable job security, personal growth opportunities, training
and education, and communication of job expectations.

Diversity and Inclusion

We believe that the right people, in the right roles, with the right skills, immersed in the right culture will lead to
our collective success. Having the “right people” on our team means that we maintain an awareness of diversity,
equity and inclusion (“DEI”). Doing so makes us a better company, a better employer, a better neighbor and a
better investment. Building a better tomorrow includes celebrating the uniqueness of our team members,
customers, partners, and communities while promoting a culture of understanding and acceptance. We dedicate
ourselves to creating an environment where we value and listen to everyone with humility and we act with
respect regardless of gender, race, creed, orientation, or background. An important way we invest in our future is
by building a team of diverse individuals at every level of business or relationship.

The diversity of Triumph’s team members is a tremendous asset. We are committed to providing equal
employment and advancement opportunities to qualified individuals and will not tolerate illegal discrimination or
harassment. Team members are expected to immediately report any improper discrimination or harassment to the
appropriate supervisor and Human Resources.

In August 2020, our CEO directed the formation of the CEO’s Council on Diversity & Inclusion (“The Council”)
at Triumph. The Council consists of a diverse group of team members from all levels of our organization
representing a mix of gender, experience, races, and ethnicity. The Council’s focus is on diversity and inclusion
in our workforce, workplace, community, and suppliers. They are responsible for connecting our diversity and
inclusion activities with our broader business strategies. Additionally, we created a Leader of Diversity &
Inclusion position to provide direction and leadership as we build processes and initiatives aimed at diversity and
inclusion.

We are proud of the diversity of our leadership team. Our Board of Directors consists of 11 members — the
majority of whom are independent; 27% of our board members are women, and 18% are minorities. We also
strive for diversity throughout the rest of our organizational structure. Based on current census data and team
member demographics, females represent 63% of the Company’s employee base, 64% of our management
structure through vice president, and 33% of management, senior vice president and above. This compares to
50% female representation in the related communities in which our businesses reside. As for ethnic minority
representation across the Company, ethnic minorities represent 43% of our employee base, 33% of our
management structure through vice president, and 11% of our management structure between senior vice
president and executive.

Employee Recruitment, Development and Retention

Our success is a direct reflection of our ability to attract and retain the best, most diverse, and highest-performing
talent. To do this, we make substantial investments in our team members, providing them with opportunities to
learn, develop and advance their careers. We believe in fostering a strong culture based on our core values, which
creates an impact at work, generates long-term value for our stakeholders, and makes lasting contributions to our
communities.

We strive to recruit top talent from both educational institutions and the broader industry. We support team
members should they wish to continue their education in subjects and fields that are directly related to our
operations, activities and objectives. We encourage our team members to pursue educational opportunities that
will help improve job performance and professional development. To further this goal, we reimburse tuition and
certain fees for satisfactory completion of approved educational courses and certain certifications. Included are
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college credit courses at accredited colleges and universities, continuing education courses and certification
exams. To be eligible for reimbursement, the Company must approve all courses and certification(s) prior to
enrollment.

We employ Gallup Engagement Surveys to gauge employee satisfaction and solicit feedback from team members
on ways management can improve the working environment and development of team members. Management
has specific goals developed through these surveys and is incentivized to constantly improve the work
environment and team member satisfaction and retention.

We are led by an experienced core management team with substantial experience in the markets that we serve
and the financial products that we offer. Our operating strategy focuses on providing products and services
through long-term relationship managers. Accordingly, our success depends in large part on the performance of
our key personnel, as well as on our ability to attract, motivate and retain highly qualified senior and middle
management. We believe that the work environment described above contributes to employee satisfaction and
retention; however, we also have succession plans in place for key personnel.

For the year ended December 31, 2023, salaries and employee benefits expense was $210.6 million compared to
$201.5 million during the same period a year ago. Expenses related to education, training, executive
development, recruiting, and placement are recorded in other noninterest expense. Expense related to education,
training, and executive development was $1.6 million for the year ended December 31, 2023 compared to

$1.7 million for the year ended December 31, 2022. This expense reflects our commitment to enhanced
investment in the development of our team members year after year. Recruiting and placement expense for the
year ended December 31, 2023 was $0.8 million compared to $1.6 million for the year ended December 31,
2022. The decrease in this expense was primarily driven by an increased focus on the use of internal recruiting
resources to address staffing demands to support the growth of the organization and a more competitive macro
labor market.

Environmental Matters

Triumph recognizes that our activities may have an impact on our planet. We are committed to sustainable
finance, balancing environmental stewardship with responsible business operations, and complying with all
applicable laws.

We recognize that we have a responsibility to conduct our operations in a sustainable, responsible manner. Given
our size and the nature of our business, our direct impacts are de minimis, but Triumph recognizes elements such
as, but not limited to, electricity use, possible emissions from HVAC equipment, utilities related waste water, and
refuse disposal consisting mostly of paper products.

Where appropriate, we prefer environmentally friendly products and services and actively recycle in all our
facilities. We do this through enterprise wide recycling programs, the implementation of LED lighting in our
workplaces, and working to reduce our reliance on disposable products. As we renovate or build new facilities,
we try to leverage renewable sources for power and HVAC through the employment of solar panels and heat
pumps. We have also invested in tools and capabilities that allow our team members to work remotely as
appropriate.

Triumph impacts the environment through our operations and recognizes that we lend to entities whose
operations may impact the environment. To manage this impact, we seek to maintain an appropriate awareness of
the potential negative impacts that could arise from those activities.

In general, we evaluate each credit or transaction on its individual merits, with larger deals receiving more
attention and deeper analysis. Our underwriting process regularly looks at governance issues and seeks to
incorporate relevant industry risks.
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The Bank has set certain formal limits on concentrations of certain types of lending or industries and, even
informally, stays aware of industries to which we seek to limit our exposure. We have strong capabilities to
report on industry concentrations as we see changing or evolving trends which would require attention.

The Bank’s lending and credit areas are governed by several policies, including, but not limited to: the
Commercial Loan Policy, the Environmental Risk and Liability Policy, and the Fair Lending Policy.

When considering credit, we take into account social and governance issues as we evaluate individual businesses.
We seek to understand issues related to Boards, shareholders, principals and management, including factors that
would speak to character and/or ethical concerns. These factors impact our risk grading and our overall
willingness to enter into relationship with Borrowers.

For certain types of credits, environmental issues or potential issues are also considered. For example, on real
estate deals, we require environmental due diligence in accordance with our policy to understand the
environmental risks associated with the transaction. Potential environmental concerns related to a property and/or
the business operating within the property materially impact the Bank’s deal structure and willingness to provide
financing. In some instances, the Bank requires funds be set aside for site remediation in order to move forward
on a transaction.

Available Information

The Company’s internet address is www.tfin.com. The Company makes available at this address, free of charge,
its annual report on Form 10-K, its annual reports to stockholders, quarterly reports on Form 10-Q, 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 (the “Exchange Act”) as soon as reasonably practicable after such material is
electronically filed with, or furnished to, the Securities and Exchange Commission (the “SEC”). These
documents are also available on the SEC’s website at www.sec.gov.
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ITEM 1A. RISK FACTORS.

Our business and results of operations are subject to numerous risks and uncertainties, many of which are beyond
our control. The material risks and uncertainties that management believes affect the Company are described
below. Additional risks and uncertainties that management is not aware of or that management currently deems
immaterial may also impair the Company’s business operations. This report is qualified in its entirety by these
risk factors. If any of the following risks actually occur, our business, financial condition and results of
operations could be materially and adversely affected. If this were to happen, the value of our securities could
decline significantly, and you could lose all or part of your investment. Some statements in the following risk
factors constitute forward-looking statements. Please refer to “Cautionary Note Regarding Forward-Looking
Statements” in Item 7 of this report.

Summary
Our risk factors can be broadly summarized by the following categories:
e Economic Risks
e Credit and Interest Rate Risks
e Strategic Risks
e Transportation Concentration Risks
* Risks Relating to our Payments Business
e Operational Risks
* Risks Relating to the Regulation of Our Industry
e Risks Relating to the Company’s Common Stock

¢ General Risks

While not an exhaustive list, our risk factors are generally designed to address the following factors:

* business and economic conditions generally and in the bank and non-bank financial services industries,
nationally and within our local market areas;

e our ability to mitigate our risk exposures;

e our ability to maintain our historical earnings trends;

e changes in management personnel;

e interest rate risk;

e concentration of our products and services in the transportation industry;

* risks related to our Payments business and the associated growth in such product line;
e credit risk associated with our loan portfolio;

e lack of seasoning in our Payments business;

e deteriorating asset quality and higher loan charge-offs;

e time and effort necessary to resolve nonperforming assets;

e inaccuracy of the assumptions and estimates we make in establishing reserves for probable loan losses
and other estimates;

» risks related to the integration of acquired businesses and any future acquisitions;
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our ability to successfully identify and address the risks associated with our possible future
acquisitions, and the risks that our prior and possible future acquisitions make it more difficult for
investors to evaluate our business, financial condition and results of operations, and impairs our ability
to accurately forecast our future performance;

lack of liquidity;

fluctuations in the fair value and liquidity of the securities we hold for sale;

impairment of investment securities, goodwill, other intangible assets or deferred tax assets;
our risk management strategies;

environmental liability associated with our lending activities;

increased competition in the bank and non-bank financial services industries, nationally, regionally or
locally, which may adversely affect pricing and terms;

the accuracy of our financial statements and related disclosures;

material weaknesses in our internal control over financial reporting;

system failures and failures to maintain our information technology infrastructure;
cybersecurity risk, including failures to prevent breaches of our network security;

the institution and outcome of litigation and other legal proceedings against us or to which we become
subject;

changes in carry-forwards of net operating losses;
changes in federal tax law or policy;

the impact of recent and future legislative and regulatory changes, including changes in banking,
securities and tax laws and regulations, such as the Dodd-Frank Act and their application by our
regulators;

governmental monetary and fiscal policies;

changes in the scope and cost of FDIC, insurance and other coverages;
failure to receive regulatory approval for future acquisitions;

increases in our capital requirements; and

the impact of al global pandemic on our business

The foregoing factors should not be construed as exhaustive. This summary of risk factors should be read in
conjunction with the more detailed risk factors below.

Economic Risks

As a business operating in the bank and non-bank financial services industries, our business and operations
may be adversely affected in numerous and complex ways by weak economic conditions.

As a business operating in the bank and non-bank financial services industries, our business and operations are
sensitive to general business and economic conditions in the United States. If the U.S. economy weakens, our
growth and profitability from our operations, including lending and deposit services, could be constrained.
Uncertainty about the federal fiscal policymaking process (including the looming debt ceiling), the medium and
long-term fiscal outlook of the federal and state governments (including possible ratings downgrades) and future
tax rates (or other amendments to the Internal Revenue Code of 1986, as amended (the “Internal Revenue Code”)
or to state tax laws) is a concern for businesses, consumers and investors in the United States. In addition,
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economic conditions in foreign countries, including uncertainty in areas experiencing geopolitical tension, could
affect the stability of global financial markets, which could hinder U.S. economic growth. Weak national
economic conditions are characterized by severe inflation or deflation, changes in unemployment, rising wages in
a tight labor market, supply chain complications, fluctuations in debt and equity capital markets, a lack of
liquidity and/or depressed prices in the secondary market for mortgage loans, increased delinquencies on
mortgage, consumer and commercial loans, residential and commercial real estate price declines and lower home
sales and commercial activity. The current economic environment is characterized an elevated interest rate
environment that hasn’t been experienced in several years and our ability to retain or grow our deposit base could
be hindered by higher market interest rates in the future. Additionally, rising interest rates on our adjustable rate
loans could make it more difficult for our borrower’s to repay their loans potentially leading to increased
delinquencies, increased volume of loan modifications, and financial losses for the Company. In addition to
rising costs for the Company, the current inflationary environment could adversely impact the operations of our
borrowers, customers and business partners resulting in financial losses for the Company. All of these factors
may be detrimental to our business and the interplay between these factors can be complex and unpredictable.
Our business is also significantly affected by monetary and related policies of the U.S. federal government and
its agencies. Changes in any of these policies are influenced by macroeconomic conditions and other factors that
are beyond our control. Adverse economic conditions and government policy responses to such conditions could
have an adverse effect on our business, financial condition and results of operations.

We may be adversely affected by the soundness of other financial institutions.

Our ability to engage in routine funding transactions could be adversely affected by the actions and commercial
soundness of other financial institutions. Bank and non-bank financial services companies are interrelated as a
result of trading, clearing, counterparty and other relationships. We have exposure to different industries and
counterparties and through transactions with counterparties in the bank and non-bank financial services
industries, including brokers and dealers, commercial banks, investment banks and other institutional clients. As
a result, defaults by, or even rumors or questions about, one or more bank or non-bank financial services
companies, or the bank or non-bank financial services industries generally, have led to market-wide liquidity
problems and could lead to losses or defaults by us or by other institutions. These losses or defaults could have
an adverse effect on our business, financial condition and results of operations.

A global pandemic and measures intended to prevent its spread could have a material adverse effect on our
business, results of operations and financial condition which could be highly uncertain and difficult to
predict.

A global pandemic could adversely impact our workforce and operations and the operations of our borrowers,
customers and business partners. As a result, we may experience financial losses due to a number of operational
factors impacting us or our borrowers, customers or business partners. These factors could be prevalent for a
significant period of time and could adversely affect our business, results of operations and financial condition
even after the outbreak has subsided.

A global pandemic could cause us to modify our business practices (including restricting employee travel, and
developing work from home and social distancing plans for our employees), and we could take a number of
actions if required by government authorities or as we determine are in the best interests of our employees,
customers and business partners. There is no certainty that such measures would be sufficient to mitigate the
risks posed by a pandemic or would otherwise be satisfactory to government authorities.

The extent to a pandemic outbreak impacts our business, results of operations and financial condition would
depend on future developments, which would be highly uncertain and difficult to predict, including, but not
limited to, the duration and spread of the outbreak and its variants, its severity, the actions to contain the virus or
treat its impact, the effectiveness of vaccination programs for the virus, and how quickly and to what extent
normal economic and operating conditions could resume. Even after the outbreak subsided, we could continue to
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experience materially adverse impacts to our business as a result of the virus’s global economic impact, including
the availability of credit, adverse impacts on our liquidity and any recession that could occur in the future.

The ultimate impact of an outbreak is highly uncertain and it would be difficult to know the full extent of the
impacts on our business, our operations or the global economy as a whole. However, any effects could have a
material impact on our results of operations and heighten many of our known risks described herein.

Credit and Interest Rate Risks
We are subject to interest rate risk, which could adversely affect our financial condition and profitability.

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

Interest rate increases often result in larger payment requirements for our borrowers, which increases the
potential for default. At the same time, the marketability of the property securing a loan may be adversely
affected by any reduced demand resulting from higher interest rates. In a declining interest rate environment,
there may be an increase in prepayments on loans as borrowers refinance their loans at lower rates. Changes in
interest rates also can affect the value of loans, securities and other assets. An increase in interest rates that
adversely affects the ability of borrowers to pay the principal or interest on loans may lead to an increase in
nonperforming assets and a reduction of income recognized, which could have a material adverse effect on our
results of operations and cash flows. Further, when we place a loan on nonaccrual status, we reverse any accrued
but unpaid interest receivable, which decreases interest income. At the same time, we continue to have a cost to
fund the loan, which is reflected as interest expense, without any interest income to offset the associated funding
expense. Thus, an increase in the amount of nonperforming assets would have an adverse impact on net interest
income. If interest rates were to decline, we could experience net interest margin compression as our interest-
earning assets would continue to reprice downward while our interest-bearing liability rates could fail to decline
in tandem. Such an occurrence would have an adverse effect on our net interest income and could have an
adverse effect on our business, financial condition and results of operations.

Our asset-based lending and factoring products may expose us to an increased risk of fraud.

We rely on the structural features embedded in our asset-based lending and factoring products to mitigate the
credit risk associated with such products. With respect to our asset-based loans, we limit our lending to a
percentage of the customer’s borrowing base assets that we believe can be readily liquidated in the event of
financial distress of the borrower. With respect to our factoring products, we purchase the underlying invoices of
our customers and become the direct payee under such invoices, thus transferring the credit risk in such
transactions from our customers to the underlying account debtors on such invoices. In the event one or more of
our customers fraudulently represents the existence or valuation of borrowing base assets in the case of an asset-
based loan, or the existence or validity of an invoice we purchase in the case of a factoring transaction, we may
advance more funds to such customer than we otherwise would and lose the benefit of the structural protections
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of our products with respect to such advances. In such event we could be exposed to material additional losses
with respect to such loans or factoring products. Although we believe we have controls in place to monitor and
detect fraud with respect to our asset-based lending and factoring products, there is no guarantee such controls
will be effective. We have experienced fraud with respect to these products in the past and we anticipate that we
will experience such fraud in the future. Losses from such fraudulent activity could have a material impact on our
business, financial condition and results of operations.

Our commercial finance clients, particularly with respect to our factoring and asset-based lending product
lines, may lack the operating history, cash flows or balance sheet necessary to support other financing options
and may expose us to additional credit risk, especially if our additional controls for such products are
ineffective in mitigating such additional risks.

A significant portion of our loan portfolio consists of commercial finance products. Some of these commercial
finance products, particularly asset-based loans and our factored receivables, arise out of relationships with
clients who lack the operating history, cash flows or balance sheet necessary to qualify for other financing
options. We attempt to control for the additional credit risk in these relationships through credit management
processes employed in connection with these transactions. However, if such controls are ineffective in
controlling this additional risk or if we fail to follow the procedures we have established for managing this
additional risk, we could be exposed to additional losses with respect to such product lines that could have an
adverse effect on our business, financial condition and results of operations.

Our agriculture loans may expose us to risk of credit defaults due to changes in commodity prices.

Our agriculture loans generally consist of (i) real estate loans secured by farmland, (ii) equipment financing for
specific agriculture equipment, including irrigation systems, (iii) crop input loans primarily focused on corn,
wheat and soybeans, and (iv) loans secured by cattle and other livestock. Decreases in commodity prices may
negatively affect both the cash flows of the borrowers and the value of the collateral supporting such loans.
Although we attempt to account for the possibility of such commodity price fluctuations in underwriting,
structuring and monitoring our agriculture loans, there is no guarantee that efforts will be successful and we may
experience increased delinquencies or defaults in this portfolio or be required to increase our provision for loan
losses, which could have an adverse effect on our business, financial condition and results of operations.

Lack of seasoning in portions of our loan portfolio could increase risk of credit defaults in the future.

As a result of our growth over the past several years, certain portions of our loan portfolio are of relatively recent
origin. Loans may not begin to show signs of credit deterioration or default until they have been outstanding for
some period of time, a process referred to as “seasoning.” As a result, a portfolio of older loans will usually
behave more predictably than a newer portfolio. Because such portions of our portfolio are relatively new, the
current level of delinquencies and defaults may not represent the level that may prevail as the portfolio becomes
more seasoned. If delinquencies and defaults increase, we may be required to increase our provision for loan
losses, which could have an adverse effect on our business, financial condition and results of operations.

We may not be able to adequately measure and limit the credit risk associated with our loan portfolio, our
business and financial condition, which could adversely affect profitability.

As a part of our products and services, we make commercial and commercial real estate loans. The principal
economic risk associated with each class of loans is the creditworthiness of the borrower, which is affected by
the strength of the relevant business market segment, local market conditions and general economic conditions.
Additional factors related to the credit quality of commercial loans include the quality of the management of the
business and the borrower’s ability both to properly evaluate changes in the supply and demand characteristics
affecting our market for products and services and to effectively respond to those changes. Additional factors
related to the credit quality of commercial real estate loans include tenant vacancy rates and the quality of
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management of the property. A failure to effectively measure and limit the credit risk associated with our loan
portfolio could have an adverse effect on our business, financial condition and results of operations.

The small-to-mid-sized businesses that comprise a material portion of our loan portfolio may have fewer
resources to weather a downturn in the economy, which may impair a borrower’s ability to repay a loan to us,
which could materially harm our operating resulls.

A significant element of our business strategy involves offering our commercial finance products to
small-to-mid-sized businesses. These small-to-mid-sized businesses frequently have smaller market share than
their competition, may be more vulnerable to economic downturns, often need substantial additional capital to
expand or compete and may experience significant volatility in operating results. Any one or more of these
factors may impair the borrower’s ability to repay a loan. In addition, the success of a small-to-mid-sized
business often depends on the management talents and efforts of one or two persons or a small group of persons
and the death, disability or resignation of one or more of these persons could have a material adverse impact on
the business and its ability to repay a loan. Economic downturns and other events that negatively impact our
market areas could cause us to incur substantial credit losses that could have an adverse effect on our business,
financial condition and results of operations.

Our concentration of large loans to certain borrowers may increase our credit risk.

While we attempt to monitor the concentration of our loan portfolio by borrower, geography and industry, we
nonetheless may have concentrations in these areas that increase the risk to our loan portfolio resulting from
adverse changes impacting such borrowers, geographies or industries. For example, we have made a significant
number of large loans to a small number of borrowers, resulting in a concentration of large loans to these
borrowers. Consequently, we may have significant exposure if any of these borrowers becomes unable to pay
their loan obligations as a result of economic or market conditions, or personal circumstances, such as divorce or
death. In addition, a large portion of our loans are made in our community banking markets of Iowa, Illinois,
Colorado, New Mexico, and Kansas and in Texas, the home of our corporate headquarters and the majority of
our commercial finance operations. We also have lending concentrations in industries such as transportation
including some considerable transportation equipment concentration and debtor concentration across factoring
and payments, construction and energy services. In particular our factoring and payments businesses may have at
any particular time, significant outstanding exposure to large freight brokers and shippers including factored
receivables, quick pay transactions, extended payment terms, and payment settlements. As a result, the
performance of our portfolio could be adversely impacted by economic or market conditions affecting these
geographies or industries, such as the impact of falling oil prices on the energy services industry specifically or
the Texas economy more generally, all of which could have an adverse effect on our business, financial condition
and results of operations.

The amount of our nonperforming assets may increase significantly, which could result in additional losses
and costs that will negatively affect our operations.

At December 31, 2023, we had a total of approximately $75.8 million of nonperforming assets or approximately
1.42% of total assets. Should the amount of nonperforming assets increase in the future, we may incur losses and
the costs and expenses to maintain such assets likewise can be expected to increase and potentially negatively
affect earnings. Any additional increase in losses due to such assets could have an adverse effect on our business,
financial condition and results of operations. Such effects may be particularly pronounced in a market of reduced
real estate values and excess inventory.

Our Allowance for Credit Loss (“ACL”) may prove to be insufficient to absorb life-time losses in our loan
portfolio, which may adversely affect our business, financial condition and results of operations.

Under the current expected credit loss model, the allowance for credit losses on loans is a valuation allowance
estimated at each balance sheet date in accordance with GAAP that is deducted from the loans’ amortized cost
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basis to present the net amount expected to be collected on the loans. We estimate the ACL on loans based on the
underlying assets’ amortized cost basis, which is the amount at which the financing receivable is originated or
acquired, adjusted for applicable accretion or amortization of premium, discount, and net deferred fees or costs,
collection of cash, and charge-offs. Expected credit losses are reflected in the allowance for credit losses through
a charge to credit loss expense. When we deem all or a portion of a financial asset to be uncollectible the
appropriate amount is written off and the ACL is reduced by the same amount. We apply judgment to determine
when a financial asset is deemed uncollectible; however, generally speaking, an asset will be considered
uncollectible no later than when all efforts at collection have been exhausted. Subsequent recoveries, if any, are
credited to the ACL when received.

We measure expected credit losses of financial assets on a collective (pool) basis, when the financial assets share
similar risk characteristics. Depending on the nature of the pool of financial assets with similar risk
characteristics, we use a discounted cash flow (“DCF”) method or a loss-rate method to estimate expected credit
losses. Our methodologies for estimating the ACL consider available relevant information about the collectability
of cash flows, including information about past events, current conditions, and reasonable and supportable
forecasts. The methodologies apply historical loss information, adjusted for asset-specific characteristics,
economic conditions at the measurement date, and forecasts about future economic conditions expected to exist
through the contractual lives of the financial assets that are reasonable and supportable, to the identified pools of
financial assets with similar risk characteristics for which the historical loss experience was observed. Our
methodologies revert back to historical loss information on a straight-line basis over eight quarters when it can
no longer develop reasonable and supportable forecasts.

Loans that do not share risk characteristics are evaluated on an individual basis. For collateral dependent
financial assets where we have determined that foreclosure of the collateral is probable, or where the borrower is
experiencing financial difficulty and we expect repayment of the financial asset to be provided substantially
through the operation or sale of the collateral, the ACL is measured based on the difference between the fair
value of the collateral and the amortized cost basis of the asset as of the measurement date. When repayment is
expected to be from the operation of the collateral, expected credit losses are calculated as the amount by which
the amortized cost basis of the financial asset exceeds the present value of expected cash flows from the
operation of the collateral. When repayment is expected to be from the sale of the collateral, expected credit
losses are calculated as the amount by which the amortized costs basis of the financial asset exceeds the fair
value of the underlying collateral less estimated cost to sell. The ACL may be zero if the fair value of the
collateral at the measurement date exceeds the amortized cost basis of the financial asset.

As of December 31, 2023, our ACL as a percentage of total loans was 0.85% and as a percentage of total
nonperforming loans was 51.15%. Additional loan losses will likely occur in the future and may occur at a rate
greater than we have previously experienced. We may be required to take additional provisions for loan losses in
the future to further supplement our ACL, either due to management’s decision to do so or requirements by our
banking regulators. In addition, bank regulatory agencies will periodically review our ACL and the value
attributed to nonaccrual loans or to real estate acquired through foreclosure. Such regulatory agencies may
require us to recognize future charge-offs. These adjustments could have an adverse effect on our business,
financial condition and results of operations.

To the extent we engage in derivative transactions, we are exposed to credit and market risk, which could
adversely affect our profitability and financial condition.

We manage interest rate risk by, among other things, utilizing derivative instruments to minimize significant
unplanned fluctuations in earnings that are caused by interest rate volatility. Through these activities, we are
exposed to credit and market risk. If the counterparty fails to perform, credit risk exists to the extent of the fair
value gain in the derivative. Market risk exists to the extent that interest rates change in ways that are
significantly different from what we expect when we enter into the derivative transaction. The existence of credit
and market risk associated with any derivative instruments we enter into could adversely affect our net interest
income and, therefore, could have an adverse effect on our business, financial condition and results of operations.
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Strategic Risks

We rely heavily on our management team and could be adversely affected by the unexpected loss of key

officers.

We are led by an experienced core management team with substantial experience in the markets that we serve
and the financial products that we offer. Our operating strategy focuses on providing products and services
through long-term relationship managers. Accordingly, our success depends in large part on the performance of
our key personnel, as well as on our ability to attract, motivate and retain highly qualified senior and middle
management. Competition for employees is intense, and the process of locating key personnel with the
combination of skills and attributes required to execute our business plan may be lengthy. We may not be
successful in retaining our key employees and the unexpected loss of services of one or more of our key
personnel could have a material adverse effect on our business because of their skills, knowledge of our market
and financial products, years of industry experience, long-term customer relationships and the difficulty of
promptly finding qualified replacement personnel. If the services of any of our key personnel should become
unavailable for any reason, we may not be able to identify and hire qualified persons on terms acceptable to us,
which could have an adverse effect on our business, financial condition and results of operations.

New lines of business or new products and services may subject us to additional risks. A failure to successfully
manage these risks may have a material adverse effect on our business.

We have implemented and may continue to implement new lines of business, offer new products and services
within our existing lines of business or shift the focus to our asset mix. There are substantial risks and
uncertainties associated with these efforts, particularly in instances where such product lines are not fully mature.
In developing and marketing new lines of business and/or new products and services and/or shifting the focus of
our asset mix, we may invest significant time and resources. Initial timetables for the introduction and
development of new lines of business and/or new products or services may not be achieved and price and
profitability targets may not prove feasible. External factors, such as compliance with regulations, competitive
alternatives and shifting market preferences, may also impact the successful implementation of a new line of
business or a new product or service. Furthermore, any new line of business and/or new product or service could
have a significant impact on the effectiveness of our system of internal controls. Failure to successfully manage
these risks in the development and implementation of new lines of business or new products or services could
have an adverse effect on our business, financial condition and results of operations.

If we fail to manage our growth effectively, we may be unable to execute our business plan, maintain high
levels of service and customer satisfaction, or adequately address competitive challenges.

Historically, we have experienced periods of significant growth in our Factoring and Payments operations
businesses, which puts a strain on our business, operations, and employees. We anticipate that our operations will
continue to rapidly expand. To manage our current and anticipated future growth effectively, we must continue to
maintain and enhance our finance and accounting systems and controls, as well as our information technology, or
IT, and security infrastructure. For example, we expect we will need to invest in, and seek to enhance, our IT
systems and capabilities.

We must also attract, train, and retain a significant number of qualified sales and marketing personnel, client
support personnel, professional services personnel, software engineers, technical personnel, and management
personnel, without undermining our corporate culture of rapid innovation, teamwork, and attention to customer
success which has been central to our growth.

Failure to effectively manage our growth could also lead us to over-invest or under-invest in development and
operations, result in weaknesses in our infrastructure, systems, or controls, give rise to operational mistakes,
financial losses, loss of productivity or business opportunities, and result in loss of employees and reduced
productivity of remaining employees. To support our growth, we expect to make significant sales and marketing
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expenditures to increase sales of our platform and increase awareness of our brand. We also expect to make
significant research and development expenditures to increase the functionality of our platform and to introduce
additional related products and services. A significant portion of our investments in our sales and marketing and
research and development activities will precede the benefits from such investments, and we cannot be sure that
we will receive an adequate return on our investments. If our management is unable to effectively manage our
growth, our expenses may increase more than expected, our revenue may not increase or may grow more slowly
than expected, and we may be unable to implement our business strategy.

Acquisitions may disrupt our business and dilute stockholder value. We may not be able to overcome the
integration, costs and other risks associated with our recently completed and possible future acquisitions,
which could adversely affect our growth and profitability.

We have historically engaged in acquisitions and we may engage in acquisitions in the future. Such transactions
have historically, and may in the future, involve substantial transaction expenses and expenses associated with
integrating the operations of the acquired businesses with our operations. These expenses may exceed the savings
that we expect to receive from the elimination of duplicative expenses and the realization of economies of scale.
We may fail to realize some or all of the anticipated benefits of our previously completed and possible future
acquisitions if the integration process for these acquisitions takes longer or is more costly than expected or
otherwise fails to meet our expectations. Such integration processes will be a time-consuming and expensive
process that could significantly disrupt our existing services, even if effectively and efficiently planned and
implemented.

In addition, our acquisition activities could be material to our business and involve a number of risks, including
the following:

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

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

e exposure to potential asset quality issues of the target company;

e intense competition from other financial technology organizations, banking organizations, and other
acquirers for acquisitions;

e potential exposure to unknown or contingent liabilities of financial technology businesses, banks, and
other businesses we acquire, including, without limitation, liabilities for regulatory and compliance
issues;

e inability to realize the expected revenue increases, cost savings, increases in geographic or product
presence and other projected benefits of the acquisition;

» the time and expense required to integrate the operations and personnel of the combined businesses;
e experiencing higher operating expenses relative to operating income from the new operations;

e creating an adverse short-term effect on our results of operations;

* losing key employees and customers;

e significant problems relating to the conversion of the financial and customer data of the entity;

e integration of acquired customers into our financial and customer product systems;

* potential changes in payments, banking, or tax laws or regulations that may affect the target company;
or

e risks of impairment to goodwill or other acquired intangible assets.
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Depending on the condition of any institution or assets or liabilities that we may acquire, that acquisition may, at
least in the near term, adversely affect our capital and earnings and, if not successfully integrated with our
organization, may continue to have such effects over a longer period. We may not be successful in overcoming
these risks or any other problems encountered in connection with potential acquisitions and any acquisition we
may consider will be subject to prior regulatory approval. Our inability to overcome these risks could have an
adverse effect on our profitability, return on equity and return on assets, our ability to implement our business
strategy and enhance stockholder value, which, in turn, could have an adverse effect on our business, financial
condition and results of operations.

Our acquisition history and any future acquisitions may make it difficult for investors to evaluate our
business, financial condition and results of operations and also impairs our ability to accurately forecast our
future performance.

We may engage in acquisitions in the future. Our previous acquisitions may make it more difficult for investors
to evaluate historical trends in our financial results and operating performance, as the impact of such acquisitions
make it more difficult to identify organic trends that would be reflected absent such acquisitions. Consequently,
predictions and forecasts about our future revenue and expense may be impacted by future acquisitions, the terms
of such acquisitions, and the specific attributes of the acquired companies, each of which are subject to factors
outside of our control and which may vary materially depending on any future acquisition targets ultimately
pursued. Thus, any predictions or forecasts about our future operations may not be as accurate as they would be if
we were to grow purely on an organic basis.

We face significant competition to attract and retain customers, which could adversely affect our growth and
profitability.

We operate in the highly competitive payments, bank, and non-bank financial services industries and face
significant competition for customers from payments, bank, and non-bank competitors, particularly regional and
nationwide institutions, including payments and financial technology companies, U.S. banks, mortgage banking
companies, consumer finance companies, credit unions, insurance companies and other institutional lenders and
purchasers of loans in originating loans, attracting deposits and providing other financial services. Many of our
competitors are significantly larger and have significantly more resources, greater name recognition and more
extensive and established branch networks than we do. Because of their scale, many of these competitors can be
more aggressive than we can on payment services pricing as well as loan and deposit pricing. Also, many of our
non-bank competitors have fewer regulatory constraints and may have lower cost structures. We expect
competition to continue to intensify due to financial institution consolidation; legislative, regulatory and
technological changes; and the emergence of alternative payments and banking sources.

Our ability to compete successfully will depend on a number of factors, including, among other things:

e our ability to build and maintain long-term customer relationships while ensuring high ethical
standards and safe and sound banking practices;

e the scope, relevance and pricing of products and services that we offer;

e customer satisfaction with our products and services;

e industry and general economic trends; and

e our ability to keep pace with technological advances and to invest in new technology.
Increased competition could require us to lower the rates that we charge for payment processing services and
lower the rates we offer on loans. It could also require us to increase the rates that we pay on deposits. Our failure

to compete effectively in our market could restrain our growth or cause us to lose market share, which could have
an adverse effect on our business, financial condition and results of operations.
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We may be unable to continue to use the domain names that we use in our business or prevent third parties
from acquiring and using domain names that infringe on, are similar to, or otherwise decrease the value of
our brand, trademarks, or service marks.

We have registered domain names that we use in, or are related to, our banking, factoring, and payments
businesses. If we lose the ability to use a domain name, whether due to trademark claims, failure to renew the
applicable registration, or any other cause, we may be forced to market our offerings under a new domain name,
which could cause us substantial harm, or to incur significant expense in order to purchase rights to the domain
name in question. We may not be able to obtain preferred domain names outside the United States for a variety
of reasons. In addition, our competitors and others could attempt to capitalize on our brand recognition by using
domain names similar to ours. We may be unable to prevent third parties from acquiring and using domain
names that infringe on, are similar to, or otherwise decrease the value of our brand or our trademarks or service
marks. Protecting, maintaining, and enforcing our rights in our domain names may require litigation, which could
result in substantial costs and diversion of resources, which could in turn adversely affect our business, financial
condition, and results of operations.

Transportation Concentration Risks

A substantial portion of our business is concentrated in the transportation industry and economic conditions
or other factors negatively impacting the transportation industry could adversely affect our business and
operations.

A substantial portion of our revenues are derived from the transportation industry, including our transportation
factoring business, our TriumphPay operations, and our equipment finance lending, which are focused on the
transportation sector. Given the concentration of such businesses in the transportation industry, economic
conditions or other factors that negatively impact the transportation industry could impact our revenues, expose
us to an increased risk of fraud or credit loss, or otherwise negatively impact our business. For example,
reductions in economic activity reducing the volume of goods in commerce, changes in the spot rate market for
transportation, and other factors impacting Carriers in the over the road transportation business, such as the cost
of insurance, may influence both the size of invoices we are able to purchase in our transportation business (both
in traditional factoring as well as factoring transactions being originated through TriumphPay) as well as the
number of Carriers engaged in this business and their utilization of available capacity. Negative trends in such
items will directly correlate with a reduction in our net funds employed from transportation factored receivables
and with reduced revenues from our Factoring and TriumphPay operations. In addition, as negative factors in the
transportation industry induce more financial stress on our clients in such businesses, we may experience an
increased number of defaults in our equipment finance and other loans focused on this industry, as well as an
increased risk of fraud, particularly in our factoring operations. For the year ended December 31, 2023, we
estimate that approximately 49% percent of our revenues were derived from the transportation industry, and as of
December 31, 2023, 97% of our period end factored receivables portfolio consisted of invoices purchased from
transportation clients. Growth of our businesses focused on the transportation industry, in particular our
transportation factoring and TriumphPay operations, are a key strategic focus for the Company. The occurrence
of any of such events as described above resulting from factors negatively impacting the transportation industry
may have an adverse effect on our strategic plans, business, financial condition and results of operations.

Additional regulations and rule making impacting the transportation industry may have a disproportionate
impact on the small-to-mid-sized trucking businesses that comprise a significant portion of transportation
factoring clients and adversely affect our factoring business.

Our primary transportation factoring clients are small-to-mid-sized owner-operators and trucking fleets. Recently
implemented federal regulations, and regulations proposed to be implemented in the future, may significantly
increase the costs and expenses or reduce the ability to generate revenue associated with owning or operating a
trucking fleet. These regulations include rule making proposed by the Federal Motor Carrier Safety
Administration of the United States Department of Transportation (“FMCSA”) under the Compliance, Safety,
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Accountability initiative, maximum hours of service limitations imposed by the FMCSA, electronic log
requirements, and regulations proposed by the federal Food and Drug Administration (“FDA”) requiring
increased labeling and monitoring by Carriers of any commodity transported that is regulated by the FDA.
Additionally, the transportation industry faces increased insurance coverage requirements and labor law
requirements. The costs and burdens of compliance with these requirements will have a disproportionate impact
on the small-to-mid-sized trucking businesses that comprise our client base and may force some or all of these
businesses out of the market. Such an occurrence could impact the returns we realize on our factoring activity or
result in a decrease in the overall amount of our factoring activity and could have an adverse effect on our
business, financial condition and results of operations.

Risks Relating to our Payments Business

Our growth prospects depend significantly on the success of our Payments business. If we do not attract new
Payments customers, retain existing Payments customers, and increase our Payments customers’ use of our
platform, our business and strategic outlook will suffer.

Our growth prospects and strategic plans are heavily dependent on the success of our TriumphPay transportation
payments platform, which encompasses software and financial technology components. As such, our ability to
attract new customers, retain existing customers, and increase use of the platform by existing customers is critical
to our success.

Our future Payments revenue will depend in large part on our success in attracting additional customers to our
platform. Our ability to attract additional customers will depend on a number of factors, including the
effectiveness of our sales team, the success of our marketing efforts, our levels of investment in expanding our
sales and marketing teams, success in developing and rolling out additional features and functionality on the
platform, and the availability of competitive transportation payments technology platforms. We may not
experience the same levels of success with respect to our customer acquisition strategies as seen in prior periods,
and if the costs associated with acquiring new customers materially rises in the future, our expenses may rise
significantly.

Our current customer base consists primarily of third party logistics companies, or Brokers, making payments to
their Carriers through our TriumphPay platform, as well as Brokers and Factors that process their invoices for
payment or purchase, as applicable, through the audit functionality on the TriumphPay platform. We intend to
continue to pursue growth within each of our target customer markets (Broker, Shipper and Factor) and to seek to
convert customers using only a portion of the TriumphPay functionality (payments or audit), to use the other
services on the TriumphPay platform to conduct end to end integrated payments transactions that create benefit
for the other parties to the payment transaction on the platform. Each of these efforts pose different sales and
marketing challenges, and present different requirements. We cannot be sure that we will achieve the success in
these expanded efforts and failure to achieve such success will hinder our growth prospects and strategic outlook.

Our business also depends on retaining our existing Payments customers. Our business is currently based on
contract terms for our products for Brokers and Shippers making payments to their Carriers on the TriumphPay
platform, and are generally month to month for Factors and Brokers processing their invoices for payment or
purchase, as applicable through the audit functionality on the TriumphPay platform. Customers are not obligated
to, and may not, renew their services after their existing subscriptions expire or may terminate month to month
contracts at any time. As a result, even though the number of customers using our platform has grown rapidly in
recent years, there can be no assurance that we will be able to retain these customers or new customers that may
enter into services. Renewals of services may decline or fluctuate as a result of a number of factors, including
dissatisfaction with our platform or support, the perception that a competitive platform, product or service
presents a better or less expensive option, or our failure to successfully deploy sales and marketing efforts
towards existing customers as they approach the expiration of their agreement term. In addition, we may
terminate our relationships with customers for various reasons, such as unacceptable business practices or
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contract breaches. Further, if Payments customers on our platform were to cease operations, temporarily or
permanently, or face financial distress or other business disruption, our ability to retain customers would suffer.

In addition to attracting new Payments customers and retaining existing Payments customers, we seek to expand
usage of our platform by broadening adoption by our customers of the various products included within our
platform. We cannot be certain that we will be successful in increasing adoption of additional products by our
existing customers. Our ability to increase adoption of our products by our customers and to increase penetration
of our existing customers’ locations will depend on a number of factors, including our customers’ satisfaction
with our platform, competition, pricing, and our ability to demonstrate the value proposition of our products.

We have a limited operating history in an evolving payments industry, which makes it difficult to evaluate our
future prospects and may increase the risk that we will not be successful.

Our Payments operations have grown significantly in recent periods both organically and through acquisition,
and have a limited operating history, particularly at our current scale. In addition, we operate in an evolving
industry and have frequently expanded our platform features and services and will likely change our pricing
methodologies. This limited operating history for our Payments operations and our evolving business make it
difficult to evaluate our future prospects and the risks and challenges we may encounter. These risks and
challenges include, but are not limited to, our ability to:

e accurately forecast our revenue and plan our operating expenses;

e increase the number of and retain existing customers using our platform;

* successfully compete with current and future competitors;

* successfully expand our business in existing markets and enter new markets and geographies;

e anticipate and respond to macroeconomic changes and changes in the markets in which we operate;
* maintain and enhance the value of our reputation and brand;

e comply with regulatory requirements in highly regulated markets;

e adapt to rapidly evolving trends in the ways customers interact with technology;

e develop a scalable, high-performance technology infrastructure that can efficiently and reliably handle
significant surges of usage by our customers as compared to historic levels and increased usage
generally, as well as the deployment of new features and services;

* maintain and effectively manage our internal infrastructure systems, such as information strategy and
sharing and interconnectivity between systems;

e hire, integrate, and retain talented technology, sales, customer service, and other personnel;
e effectively manage rapid growth in our personnel and operations; and

e effectively manage our costs.

Further, because we have limited historical financial data for our Payments operations relevant to our current
scale and operations and operate in a rapidly evolving market, any predictions about our future revenue and
expenses may not be as accurate as they would be if we had a longer operating history or operated in a more
predictable market. We have encountered in the past, and will encounter in the future, risks and uncertainties
frequently experienced by growing companies with limited operating histories in rapidly changing industries. If
our assumptions regarding these risks and uncertainties, which we use to plan and operate our business, are
incorrect or change, or if we do not address these risks successfully, our results of operations could differ
materially from our expectations and our business, financial condition, and results of operations could be
adversely affected.
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Our growth prospects and strategic outlook depend in significant part on adoption of the full TriumphPay
Sfunctionality to conduct end to end integrated payments transactions that create benefit for the other parties to
the payment transaction on the platform.

Even if we succeed in adding new customers to our platform and retaining existing customers, our growth
prospects and strategic outlook depend on adoption by our customers for the full TriumphPay functionality to
conduct end to end integrated payments transactions for which we will earn fee income based on transaction
volume. Such adoption and the amount of fee income we are able to earn may vary from period to period and
depend on a variety of factors, many of which are beyond our control and difficult to predict. Such factors may
include, among other things, our successful rollout of such integrated end to end payments functionality,
customer acceptance of agreeable pricing terms for such functionality, the success of our customers’ operations
which generate transaction volume, the proportion of our customers’ payment volumes processed through our
platform and overall economic conditions.

Our future Payments revenue will depend in part on our ability to expand the financial technology services we
offer to our customers and increase adoption of those services.

We offer our Payments customers a variety of financial technology products and services, and we intend to make
available additional financial technology products and services to our customers in the future. In order to provide
these and future financial technology products and services, we may need to establish additional partnerships
with third parties, comply with a variety of regulatory requirements, and introduce internal processes and
procedures to comply with applicable law and the requirements of our partners, all of which may involve
significant cost, require substantial management attention, and expose us to new business and compliance risks.
We cannot be sure that our current or future financial technology services will be widely adopted by our
customers or that the revenue we derive from such services will justify our investments in developing and
introducing these services.

Failure to maintain and enhance our brand recognition in a cost-effective manner could harm our business,
financial condition, and results of operations.

We believe that maintaining and enhancing our brand identity and reputation is critical to our relationships with,
and ability to attract, new customers, partners and employees. Accordingly, we have invested, and expect to
continue to invest, increasing amounts of money in, and greater resources to, branding and other marketing
initiatives, which may not be successful or cost effective. If we do not successfully maintain and enhance our
brand and reputation in a cost-effective manner, our business may not grow, we may have reduced pricing power
relative to competitors with stronger brands or reputations, and we could lose customers or partners, all of which
would harm our business, financial condition, and results of operations.

In addition, any negative publicity about our company or our management, including about the quality, stability,
and reliability of our Payments platform or other services, changes to our products and services, our privacy and
security practices, litigation, regulatory enforcement, and other actions involving us, as well as the perception of
us and our products by our customers, even if inaccurate, could cause a loss of confidence in us and adversely
affect our brand.

We do not have sufficient history with our Payments pricing models to accurately predict optimal pricing
Strategies necessary to attract new customers and retain existing customers.

We have limited experience with respect to determining the optimal prices for our Payments platform and
services and we expect to make further changes to our pricing model from time to time. As the market for our
platform matures, or as competitors introduce new products or services that compete with ours, we may be
unable to attract new customers at the same price or based on the same pricing models that we have used
historically.
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Our Payments business is exposed to risks associated with the handling of customer funds.

Our Payments business handles payment processing administration for certain of our customers. Consequently, at
any given time, we may be holding or directing funds of Payments customers. This function creates a risk of loss
arising from, among other things, fraud by employees or third parties, execution of unauthorized transactions,
ACH reversals, or errors relating to transaction processing. We are also potentially at risk if the financial
institution in which we hold these funds, suffers any kind of insolvency or liquidity event or fails, for any reason,
to deliver their services in a timely manner. The occurrence of any of these types of events could cause us
financial loss and reputational harm. Our Payments business in particular involves unique and more complex
payments issues such as the management of notices of assignment and maintenance of carrier wallets which may
increase the overall risk of this business line.

Any failure to offer high-quality customer support may adversely affect our relationships with our Payments
customers and could adversely affect our business, financial condition, and results of operations.

In deploying and using our Payments platform, our customers depend on our support team to resolve complex
technical and operational issues, including ensuring that our Payments platform is implemented in a manner that
integrates with a variety of third-party platforms. We also rely on third parties to provide some support services,
and our ability to provide effective support is partially dependent on our ability to attract and retain qualified and
capable third-party service providers. As we continue to grow our Payments business and improve our offerings,
we will face challenges related to providing high-quality support services at scale. We may be unable to respond
quickly enough to accommodate short-term increases in demand for customer support or to modify the nature,
scope, and delivery of our customer support to compete with changes in customer support services provided by
our competitors. Increased demand for customer support, without corresponding revenue, could increase costs
and adversely affect our operating results. Our sales are highly dependent on our business reputation and on
positive recommendations from our existing customers. Any failure to maintain high-quality customer support,
or a market perception that we do not maintain high-quality customer support, could adversely affect our
reputation and brand, our ability to benefit from referrals by existing customers, our ability to sell our Payments
platform to existing and prospective customers, and our business, financial condition, or results of operations.

We are responsible for transmitting a high volume of sensitive information through our Payments platform
and our success depends upon the security of this platform. Any actual or perceived breach of our system that
would result in disclosure of such information could materially impact our business.

We, our customers, our partners, and other third parties, including third-party vendors, and cloud service
providers, obtain and process large amounts of sensitive information, including information related to our
customers and their transactions. We face risks, including to our reputation as a trusted brand, in the handling and
protection of this information, and these risks will increase as our business continues to expand to include new
products and technologies. Our operations involve the storage, transmission, and processing of our customers’
proprietary information, including contact information, payment information, payment histories, and invoice
data. Cyber incidents have been increasing in sophistication and frequency and can include third parties gaining
access information using stolen or inferred credentials, computer malware, viruses, spamming, phishing attacks,
ransomware, and other deliberate attacks and attempts to gain unauthorized access. In addition, these incidents
can originate on our vendors’ websites or systems, which can then be leveraged to access our website or systems,
further preventing our ability to successfully identify and mitigate the attack. As a result, unauthorized access to,
security breaches of, or denial-of-service attacks against our Payments platform could result in the unauthorized
access to or use of, and/or loss of, such data, as well as loss of intellectual property, customer information,
employee data, trade secrets, or other confidential or proprietary information.

We have administrative, technical, and physical security measures in place and proactively employ multiple
security measures at different layers of our systems to defend against intrusion and attack and to protect our
information. However, because the techniques used to obtain unauthorized access to or to sabotage systems
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change frequently and generally are not identified until they are launched against a target, we may be unable to
anticipate these techniques or to implement adequate preventative measures that will be sufficient to counter all
current and emerging technology threats. In addition, any security breaches that occur may remain undetected for
extended periods of time. While we also have and will continue to make significant efforts to address any IT
security issues with respect to acquisitions we make, we may still inherit such risks when we integrate these
companies.

We also have policies and procedures in place to contractually require third parties to which we transfer data to
implement and maintain appropriate security measures. Sensitive information is processed and stored by our
customers, software and financial institution partners and third-party service providers to whom we outsource
certain functions. Threats to third-party systems can originate from human error, fraud, or malice on the part of
employees or third parties, or simply from accidental technological failure, and/or computer viruses and other
malware that can be distributed and infiltrate systems of third parties on whom we rely. While we select third
parties to which we transfer data carefully, we do not control their actions, and these third parties may experience
security breaches that result in unauthorized access of data and information stored with them despite these
contractual requirements and the security measures these third parties employ.

If any security breach involving our systems or the systems of third parties that store or process our data or
significant denial-of-service or other cyber-attack occurs or is believed to have occurred, our reputation and
brand could be damaged, we could be required to expend significant capital and other resources to alleviate
problems caused by such actual or perceived breaches or attacks and remediate our systems. In addition, we
could be exposed to a risk of loss, litigation, or regulatory action and possible liability, some or all of which may
not be covered by insurance, and our ability to operate our business may be impaired. Unauthorized parties may
in the future gain access, to systems or facilities used in our payments business through various means, including
gaining unauthorized access into our systems or facilities or those of customers, attempting to fraudulently
induce our employees, customers, or others into disclosing user names, passwords, payment information, or other
sensitive information, which may in turn be used to access our IT systems or fraudulently transfer funds to bad
actors.

If new or existing customers believe that our platform does not provide adequate security for the storage of
personal or sensitive information or its transmission over the Internet, they may not adopt our Payments platform
or may choose not to renew their use of our platform, which could harm our business. Additionally, actual,
potential, or anticipated attacks may cause us to incur increasing costs, including costs to deploy additional
personnel and protection technologies, train employees, and engage third-party experts and consultants. Our
insurance policies covering certain security and privacy damages and claim expenses may not be sufficient to
compensate for all potential liability. Although we maintain cyber liability insurance, we cannot be certain that
coverage will be adequate for liabilities actually incurred or that insurance will continue to be available to us on
economically reasonable terms, or at all.

Further, because data security is a critical competitive factor in our industry, we may make statements in our
privacy statements and notices and in our marketing materials describing the security of our Payments platform,
including descriptions of certain security measures we employ or security features embedded within our
products. Should any of these statements be untrue, become untrue, or be perceived to be untrue, even if through
circumstances beyond our reasonable control, we may face claims, including claims of unfair or deceptive trade
practices, brought by the U.S. Federal Trade Commission, state, local, or private litigants.

Although our terms of service generally allocate to our customers the risk of loss resulting from our customers’
errors, omissions, employee fraud, or other fraudulent activity related to their systems, some of our customers
may be able to negotiate changes to this position or in some instances we may cover such losses for efficiency or
to prevent damage to our reputation, irrespective of fault or our terms of service. Although we maintain insurance
to cover losses resulting from our errors and omissions, there can be no assurance that our insurance will cover
all losses or our coverage will be sufficient to cover our losses. If we suffer significant losses or reputational
harm as a result, our business, operating results, and financial condition could be adversely affected.
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Interruptions or performance problems associated with our technology and infrastructure may adversely
affect our Payments business and operating results.

Our continued growth depends in part on the ability of our existing and potential Payments customers to access
our Payments platform at any time and within an acceptable amount of time. Our platform is proprietary, and we
rely on the expertise of members of our engineering, operations, and software development teams for our
platform’s continued performance. We have experienced, and may in the future experience, disruptions, outages,
and other performance problems related to our platform due to a variety of factors, including infrastructure
changes, introductions of new functionality, human or software errors, delays in scaling our technical
infrastructure if we do not maintain enough excess capacity and accurately predict our infrastructure
requirements, capacity constraints due to an overwhelming number of users accessing our platform
simultaneously, denial-of-service attacks, human error, actions or inactions attributable to third parties,
earthquakes, hurricanes, floods, fires, natural disasters, power losses, disruptions in telecommunications services,
fraud, military or political conflicts, terrorist attacks and other geopolitical unrest, computer viruses, ransomware,
malware, or other events. Our systems also may be subject to break-ins, sabotage, theft, and intentional acts of
vandalism, including by our own employees. Some of our systems are not fully redundant and our disaster
recovery planning may not be sufficient for all eventualities. Further, our business and/or network interruption
insurance may not be sufficient to cover all of our losses that may result from interruptions in our service as a
result of systems failures and similar events.

From time to time we may experience limited periods of server downtime due to server failure or other technical
difficulties. In some instances, we may not be able to identify the cause or causes of these performance problems
within an acceptable period of time. It may become increasingly difficult to maintain and improve our
performance, especially during peak usage times and as our platform becomes more complex and our user traffic
increases. If our platform is unavailable or if our users are unable to access our platform within a reasonable
amount of time, or at all, our business would be adversely affected and our brand could be harmed. In the event
of any of the factors described above, or certain other failures of our infrastructure, customer data may be
permanently lost and we could experience significant losses of revenue.

To the extent that we do not effectively address capacity constraints, upgrade our systems as needed, and
continually develop our Payments technology and network architecture to accommodate actual and anticipated
changes in technology, our business and operating results may be adversely affected.

Our success depends upon our ability to continually enhance the performance, reliability, and features of our
Payments platform.

The markets in which we compete are characterized by constant change and innovation, and we expect them to
continue to evolve rapidly. Our success has been based on our ability to identify and anticipate the needs of our
customers and design and maintain a platform that provides them with the tools they need to operate their
businesses successfully. Our ability to attract new customers, retain existing customers, and increase sales to both
new and existing customers will depend in large part on our ability to continue to improve and enhance the
performance, reliability, and features of our platform. To grow our business, we must develop products and
services that reflect the changing nature of transportation logistics software and expand beyond our core
functionalities to other areas of managing relationships with our customers, as well as their relationships with
their customers. Competitors may introduce new offerings embodying new technologies, or new industry
standards and practices could emerge, that render our existing technology, services, website, and mobile
applications obsolete. Accordingly, our future success will depend in part on our ability to respond to new
product offerings by competitors, technological advances, and emerging industry standards and practices in a
cost-effective and timely manner in order to retain existing customers and attract new customers. Furthermore, as
the number of our customers with higher transportation volumes increases, so does the need for us to offer
increased functionality, scalability, and support, which requires us to devote additional resources to such efforts.
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The success of these and any other enhancements to our Payments platform depends on several factors, including
timely completion, adequate quality testing and sufficient demand, and the accuracy of our estimates regarding
the total addressable market for new products and/or enhancements and the portion of such total addressable
market that we expect to capture for such new products and/or enhancements. Any new product or service that
we develop may not be introduced in a timely or cost-effective manner, may contain defects, may not have an
adequate total addressable market, or market demand or may not achieve the market acceptance necessary to
generate meaningful revenue.

We have scaled our business rapidly, and significant new platform features and services have in the past resulted
in, and in the future may continue to result in, operational challenges affecting our business. Developing and
launching enhancements to our Payments platform and new services on our platform may involve significant
technical risks and upfront capital investments that may not generate return on investment. For example, we may
use new technologies ineffectively, or we may fail to adapt to emerging industry standards. We may experience
difficulties with software development that could delay or prevent the development, introduction or
implementation of new products and enhancements. Software development involves a significant amount of
time, as it can take our developers months to update, code, and test new and upgraded products and integrate
them into our platform. The continual improvement and enhancement of our platform requires significant
investment, and we may not have the resources to make such investment.

If we are unable to successfully develop new products or services, enhance the functionality, performance,
reliability, design, security, and scalability of our platform in a manner that responds to our customers’ evolving
needs, or gain market acceptance or our new products and services, or if our estimates regarding the total
addressable market and the portion of such total addressable market which we expect to capture for new products
and/or enhancements prove inaccurate, our business and operating results will be harmed.

Defects, errors, or vulnerabilities in our applications, backend systems, or other technology systems and those
of third-party technology providers could harm our reputation and brand and adversely impact our business,
financial condition, and results of operations.

The software underlying our platform is highly complex and may contain undetected errors or vulnerabilities,
some of which may only be discovered after the code has been released. Our practice is to effect frequent
releases of software updates. Third-party software that we incorporate into our platform and our backend
systems, hardware, or other technology systems, or those of third-party technology providers, may also be
subject to defects, errors, or vulnerabilities. Any such defects, errors, or vulnerabilities could result in negative
publicity, a loss of customers or loss of revenue, and access or other performance issues. Such vulnerabilities
could also be exploited by bad actors and result in exposure of customer data, or otherwise result in a security
breach or other security incident. We may need to expend significant financial and development resources to
analyze, correct, eliminate, or work around errors or defects or to address and eliminate vulnerabilities. Any
failure to timely and effectively resolve any such errors, defects, or vulnerabilities could adversely affect our
business, reputation, brand, financial condition, and results of operations.

Our risk management strategies may not be fully effective in mitigating our risk exposure in all market
environments or against all types of risk.

We operate in a rapidly changing industry. Accordingly, our risk management strategies may not be fully
effective to identify, monitor, and manage all risks that our payment business encounters. In addition, when we
introduce new services, focus on expanding relationships with new types of customers, or begin to operate in new
markets, we may be less able to forecast risk levels and reserve accurately for potential losses, as a result of fraud
or otherwise. If our strategies are not fully effective or we are not successful in identifying and mitigating all
risks to which we are or may be exposed, we may suffer uninsured liability or harm to our reputation, or be
subject to litigation or regulatory actions, any of which could adversely affect our business, financial condition,
and results of operations.
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The payments industry in which we participate is intensely competitive, and if we do not compete effectively,
our operating results could be adversely affected.

The overall market for over the road trucking payments software is rapidly evolving and subject to changing
technology, shifting customer needs, and frequent introductions of new applications. Our competitors vary in size
and in the breadth and scope of the products and services they offer. In addition, there are a number of companies
that are not currently direct competitors but that could in the future shift their focus to the transportation industry
and offer competing products and services, which could compete directly in our entire customer community or in
a certain segment within the transportation industry. There is also a risk that certain of our current customers and
business partners could terminate their relationships with us and use the insights they have gained from
partnering with us to introduce their own competing products.

Our current and future competitors may enjoy competitive advantages, such as greater name recognition, longer
operating histories, greater category share in certain markets, market-specific knowledge, established
relationships with our customer types, larger existing user bases, more successful marketing capabilities, more
integrated products and/or platforms, and substantially greater financial, technical, sales, and marketing, and
other resources than we have. Additionally, some potential customers in the transportation industry, particularly
large organizations, may in the future elect to develop their own payments platforms. Certain of our competitors
have partnered with, or have acquired or been acquired by, and may in the future partner with or acquire, or be
acquired by, other competitors, thereby leveraging their collective competitive positions and making it more
difficult to compete with them. We believe that there are significant opportunities to further increase our revenue
by expanding internationally. As we expand our business by selling services on our platform in international
markets, we will also face competition from local incumbents in these markets.

Additionally, future competitors may be well capitalized and offer discounted services, lower customer
processing rates and fees, customer discounts and promotions, innovative platforms and offerings, and alternative
pay models, any of which may be more attractive than those that we offer. Such competitive pressures may lead
us to maintain or lower our processing rates and fees or establish incentives, discounts, and promotions in order
to remain competitive, particularly in markets where we do not have a leading position. Such efforts may
negatively affect our financial performance and there is no guarantee that such efforts will be successful. Further,
the industry in which we compete has attracted significant investments from a wide range of funding sources, and
we anticipate that many of our competitors will be highly capitalized. These investments, along with the other
competitive advantages discussed above, may allow our competitors to lower their prices and fees, or increase
the incentives, discounts, and promotions they offer and thereby compete more effectively against us.

Additionally, our competitors may be able to respond more quickly and effectively than us to new or changing
opportunities, technologies, standards, or customer requirements. With the introduction of new technologies and
new market entrants, we expect competition to intensify in the future. For example, our competitors may adopt
certain of our platform features or may adopt innovations that customers value more highly than ours, which
would render our platform less attractive and reduce our ability to differentiate our platform. Pricing pressures
and increased competition generally could result in reduced sales, reduced margins, increased churn, reduced
customer retention, losses, or the failure of our platform to achieve or maintain more widespread market
acceptance. For all of these reasons, we may fail to compete successfully against our current and future
competitors. If we fail to compete successfully, our business will be harmed.

Potential changes in competitive landscape, including disintermediation from other participants in the
payments chain, could harm our business.

We expect the competitive landscape in the transportation technology industry will continue to change in a
variety of ways, including:

e rapid and significant changes in technology, resulting in new and innovative payment methods and
programs, that could place us at a competitive disadvantage and reduce the use of our platform and
services;
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e competitors, including third-party processors and integrated payment providers, customers,
governments, and/or other industry participants may develop products and services that compete with
or replace our platform and services;

e competitors may also elect to focus exclusively on one segment of the transportation industry and
develop product offerings uniquely tailored to that segment, which could impact our addressable
market and reduce the use of our platform and services;

e participants in the financial services, payments, and payment technology industries may merge, create
joint ventures, or form other business alliances that may strengthen their existing business services or
create new payment services that compete with our platform and services; and

e new services and technologies that we develop may be impacted by industry-wide solutions and
standards related to migration to chip technology, tokenization, and other safety and security
technologies.

Certain competitors could use strong or dominant positions in one or more markets to gain a competitive
advantage against us, such as by integrating competing platforms or features into products they control, including
search engines, web browsers, mobile device operating systems, or social networks; by making acquisitions; or
by making access to our platform more difficult. Failure to compete effectively against any of these or other
competitive threats could adversely affect our business, financial condition, or results of operations.

We expend significant resources pursuing sales opportunities, and if we fail to close sales after expending
significant time and resources to do so, our business, financial condition, and results of operations could be
adversely affected.

The initial integration of many of our Payments services with our customers often involve significant resource
commitments by our customers, particularly those with larger operational scale. Potential customers generally
commit significant resources to an evaluation of available services and may require us to expend substantial time,
effort, and money educating them as to the value of our services. Our sales and integration cycles may be
extended due to our customers’ budgetary constraints or for other reasons. If we are unsuccessful in closing sales
after expending significant funds and management resources, or we experience delays or incur greater than
anticipated costs, our business, financial condition, and results of operations could be adversely affected.

We depend on the interoperability of our Payments platform across third-party applications and services that
we do not control.

We have integrations with various third parties, both within and outside the transportation ecosystem, including
third party Broker and Factor management systems. Third-party applications, products, and services are
constantly evolving, and we may not be able to maintain or modify our platform to ensure its compatibility with
third-party offerings. In addition, some of our competitors or customers on our platform may take actions that
disrupt the interoperability of our platform with their own products or services, or they may exert strong business
influence on our ability to, and the terms on which we operate and distribute our platform. As our platform
evolves, we expect the types and levels of competition we face to increase. Should any of our competitors or
customers on our platform modify their technologies, standards, or terms of use in a manner that degrades the
functionality or performance of our platform or is otherwise unsatisfactory to us or gives preferential treatment to
our competitors’ products or services, our platform, business, financial condition, and results of operations could
be adversely affected.

If we fail to adequately protect our intellectual property rights, our competitive position could be impaired and
we may lose valuable assets, generate reduced revenue and become subject to costly litigation to protect our
rights.

Our Payments operation’s success is dependent, in part, upon protecting our intellectual property rights. The
steps we take to protect our intellectual property may be inadequate. We will not be able to protect our
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intellectual property if we are unable to enforce our rights or if we do not detect unauthorized use of our
intellectual property. Despite our precautions, it may be possible for unauthorized third parties to copy our
products and use information that we regard as proprietary to create products and services that compete with
ours. Some provisions in our licenses of our technology to customers and other third parties protecting against
unauthorized use, copying, transfer, and disclosure of our products may be unenforceable under the laws of
certain jurisdictions and foreign countries. Further, the laws of some countries do not protect proprietary rights to
the same extent as the laws of the United States. To the extent we expand into international activities, our
exposure to unauthorized copying and use of our products and proprietary information may increase.

We enter into confidentiality and invention assignment agreements with our employees and consultants and enter
into confidentiality agreements with the parties with whom we have strategic relationships and business
alliances. These agreements may not be effective in preventing unauthorized use or disclosure of confidential
information or controlling access to and distribution of our products or other proprietary information. Further,
these agreements do not prevent our competitors from independently developing technologies that are
substantially equivalent or superior to our products.

In order to protect our intellectual property rights, we may be required to spend significant resources to monitor
and protect these rights. Litigation may be necessary in the future to enforce our intellectual property rights and
to protect our trade secrets. Litigation brought to protect and enforce our intellectual property rights could be
costly, time consuming, and distracting to management, and could result in the impairment or loss of portions of
our intellectual property. Furthermore, our efforts to enforce our intellectual property rights may be met with
defenses, counterclaims, and countersuits attacking the validity and enforceability of our intellectual property
rights. Our inability to protect our proprietary technology against unauthorized copying or use, as well as any
costly litigation or diversion of our management’s attention and resources, could delay further sales or the
implementation of our existing products, impair the functionality of our products, delay introductions of new
products, result in our substituting inferior or more costly technologies into our products, or harm our reputation
or brand. In addition, we may be required to license additional technology from third parties to develop and
market new products, and we may not be able to license that technology on commercially reasonable terms or at
all. Our inability to license this technology could harm our ability to compete.

We may be subject to intellectual property rights claims by third parties in the future, which could be
extremely costly to defend, could require us to pay significant damages and could limit our ability to use
certain technologies.

Companies in the software and technology industries, including some of our current and potential competitors,
own large numbers of patents, copyrights, trademarks, and trade secrets and frequently enter into litigation based
on allegations of infringement or other violations of intellectual property rights. In addition, many of these
companies have the capability to dedicate substantially greater resources to enforce their intellectual property
rights and to defend claims that may be brought against them than we do. Any intellectual property litigation in
which we become involved may involve patent holding companies or other adverse patent owners that have no
relevant product revenue and against which our patents may therefore provide little or no deterrence. While there
have been no such assertions to date, third parties may assert patent, copyright, trademark, or other intellectual
property rights against us, our partners, or our customers.

The outcome of intellectual property claims, with or without merit, could be very time consuming, could be
expensive to settle or litigate and could divert our management’s attention and other resources. These claims
could also subject us to significant liability for damages, potentially including treble damages if we are found to
have willfully infringed patents or copyrights. These claims could also result in our having to stop using
technology found to be in violation of a third-party’s rights. We might be required to seek a license for the
intellectual property, which may not be available on reasonable terms or at all. Even if a license were available,
we could be required to pay significant royalties, which would increase our operating expenses. As a result, we
may be required to develop alternative non-infringing technology, which could require significant effort and
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expense. If we cannot license or develop technology for any infringing aspect of our business, we would be
forced to limit or stop sales of certain products or services and may be unable to compete effectively. Any of
these results could harm our business, financial condition, and results of operations.

Operational Risks

Cybersecurity events could subject us to increased operating costs as well as litigation and other potential
losses.

Our computer systems and network infrastructure and those of third parties, on which we are highly dependent,
are subject to security risks and could be susceptible to cyberattacks, such as denial of service attacks, hacking,
terrorist activities or identity theft. Our business relies on the secure processing, transmission, storage and
retrieval of confidential, proprietary and other information in its computer and data management systems and
networks, and in the computer and data management systems and networks of third parties. In addition, to access
our network, products and services, our customers and other third parties may use personal mobile devices or
computing devices that are outside of our network environment and are subject to their own cybersecurity risks.

Cyberattacks could include computer viruses, malicious or destructive code, phishing attacks, denial of service or
information, ransomware, improper access by employees or vendors, attacks on personal email of employees,
ransom demands to not expose security vulnerabilities in our systems or the systems of third parties, or other
security breaches, and could result in the destruction or exfiltration of data and systems. As cyber threats
continue to evolve, we may be required to expend significant additional resources to continue to modify or
enhance its protective measures or to investigate and remediate any information security vulnerabilities or
incidents. Despite efforts to ensure the integrity of our systems and implement controls, processes, policies and
other protective measures, we may not be able to anticipate all security breaches, nor may we be able to
implement guaranteed preventive measures against such security breaches. Cyber threats are rapidly evolving
and we may not be able to anticipate or prevent all such attacks and could be held liable for any security breach
or loss.

Although we have programs in place related to business continuity, disaster recovery and information security to
maintain the confidentiality, integrity, and availability of our systems, business applications and customer
information, we, like other financial services firms, have been and continue to be the subject of cyberattacks.
Such cyberattacks may result in interruptions in service to customers and loss or liability to us, including losses
related to misuse of customer data that has been the subject of unauthorized disclosure. Although we do not
believe any of such events have resulted in any material losses or other material consequences to date, there can
be no guarantee that such losses or consequences will not occur in the future. In addition, future cyberattacks
could be more disruptive and damaging, and we may not be able to anticipate or prevent all such attacks. Further,
future cyberattacks may not be detected in a timely manner.

Cyberattacks or other information or security breaches, whether directed at us or third parties, may result in a
material loss or have material consequences. In the event of cyberattacks impacting our transportation payments
business (i.e., Factoring and TriumphPay), such attacks may result in payment diversions or other events that
could cause us financial loss, which could be material given the payment volumes of such businesses.
Furthermore, the public perception that a cyberattack on our systems has been successful, whether or not this
perception is correct, may damage our reputation with customers and third parties with whom it does business.
Hacking of personal information and identity theft risks, in particular, could cause serious reputational harm. A
successful penetration or circumvention of system security could cause us serious negative consequences,
including loss of customers and business opportunities, costs associated with maintaining business relationships
after an attack or breach; significant business disruption to our operations and business, misappropriation,
exposure, or destruction of its confidential information, intellectual property, funds, and/or those of its customers;
or damage to our, our customers’ and/or third parties’ computers or systems, and could result in a violation of
applicable privacy laws and other laws, litigation exposure, regulatory fines, penalties or intervention, loss of
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confidence in our security measures, reputational damage, reimbursement or other compensatory costs,
additional compliance costs, and could adversely impact our results of operations, liquidity and financial
condition. In addition, we may not have adequate insurance coverage to compensate for losses from a
cybersecurity event.

We primarily rely on Amazon Web Services to deliver our services to customers on our Payments and
Factoring platforms, and any disruption of or interference with our use of Amazon Web Services could
adversely affect our business, financial condition, and results of operations.

We currently host our Payments and Factoring platforms and support our operations in multiple data centers
provided by Amazon Web Services, or AWS, a third-party provider of cloud infrastructure services. We do not
have control over the operations of the facilities of AWS that we use. AWS’ facilities could be subject to damage
or interruption from natural disasters, cybersecurity attacks, terrorist attacks, power outages, and similar events or
acts of misconduct. The occurrence of any of the above circumstances or events and the resulting impact on our
platform may harm our reputation and brand, reduce the availability or usage of our platform, lead to a
significant short-term loss of revenue, increase our costs, and impair our ability to retain existing customers or
attract new customers, any of which could adversely affect our business, financial condition, and results of
operations.

Even though our platform is hosted in the cloud solely by AWS, we believe that we could transition to one or
more alternative cloud infrastructure providers on commercially reasonable terms. In the event that our
agreement with AWS is terminated or we add additional cloud infrastructure service providers, we may
experience significant costs or downtime for a short period in connection with the transfer to, or the addition of,
new cloud infrastructure service providers. However, we do not believe that such transfer to, or the addition of,
new cloud infrastructure service providers would cause substantial harm to our business, financial condition, or
results of operations over the longer term.

The amount of other real estate owned (“OREQO”) may increase significantly, resulting in additional losses
and costs and expenses that will negatively affect our operations.

At December 31, 2023, the amount of OREO we held totaled $37 thousand. In the event the amount of OREO
should increase due to an increase in defaults on bank loans, our losses and the costs and expenses to maintain
the real estate, likewise would increase. Any additional increase in losses and maintenance costs and expenses
due to OREO may have a material adverse effect on our business, financial condition and results of operations.
Such effects may be particularly pronounced in a market of reduced real estate values and excess inventory,
which may make the disposition of OREO properties more difficult, increase maintenance costs and expenses
and may reduce our ultimate realization from any OREO sales, which could have an adverse effect on our
business, financial condition and results of operations.

Nonperforming assets take significant time and resources to resolve and adversely affect our results of
operations and financial condition.

Nonperforming assets adversely affect our net income in various ways. We generally do not record interest
income on nonperforming loans or OREOQ, thereby adversely affecting our income and increasing loan
administration costs. When we take collateral in foreclosures and similar proceedings, we are required to mark
the related asset to the then fair value of the collateral less estimated selling costs, which may ultimately result in
aloss. An increase in the level of nonperforming assets increases our risk profile and may impact the capital
levels regulators believe are appropriate in light of the ensuing risk profile. While we reduce problem assets
through loan workouts, restructurings and otherwise, decreases in the value of the underlying collateral, or in
these borrowers’ performance or financial condition, whether or not due to economic and market conditions
beyond our control, could have an adverse effect on our business, financial condition and results of operations. In
addition, the resolution of nonperforming assets requires significant commitments of time from management,

43



which may materially and adversely impact their ability to perform their other responsibilities. There can be no
assurance that we will not experience future increases in nonperforming assets.

A lack of liquidity could adversely affect our operations and jeopardize our business, financial condition and
results of operations.

Liquidity is essential to our business. We rely on our ability to generate deposits and effectively manage the
repayment and maturity schedules of our loans and investment securities, respectively, to ensure that we have
adequate liquidity to fund our operations. An inability to raise funds through deposits, borrowings, the sale of our
investment securities, Federal Home Loan Bank advances, the sale of loans and other sources could have a
substantial negative effect on our liquidity. Our most important source of funds consists of deposits. Deposit
balances can decrease when customers perceive alternative investments as providing a better risk/return tradeoff.
If customers move money out of bank deposits and into other investments, we would lose a relatively low-cost
source of funds, increasing our funding costs and reducing our net interest income and net income.

Other primary sources of funds consist of cash flows from operations, investment maturities and sales of
investment securities and proceeds from the issuance and sale of our equity and debt securities to investors.
Additional liquidity is provided by the ability to borrow from the Federal Home Loan Bank and our ability to
raise brokered deposits. We also may borrow funds from third-party lenders, such as other financial institutions.
Our access to funding sources in amounts adequate to finance or capitalize our activities, or on terms that are
acceptable to us, could be impaired by factors that affect us directly or the bank or non-bank financial services
industries or economy in general, such as disruptions in the financial markets or negative views and expectations
about the prospects for the bank or non-bank financial services industries.

As of December 31, 2023, approximately $1.326 billion, or 33.3%, of our deposits consisted of interest-bearing
demand deposits and money market accounts. Based on past experience, we believe that our deposit accounts are
arelatively stable sources of funds. If we increase interest rates paid to retain deposits, our earnings may be
adversely affected, which could have an adverse effect on our business, financial condition and results of
operations.

Prior to 2020, our loan portfolio grew at a faster rate than our ability to organically grow transactional deposits in
our community banking markets, and we offset that trend in part through acquiring additional banks with excess
liquidity. We have recently been more selective with regard to loan growth and expanded our efforts to grow
transactional deposits organically. If rapid loan growth were to resume and we are unable to successfully grow
transactional deposits organically or through mergers and acquisitions we will likely be required to rely on higher
cost sources of funding, such as certificates of deposit, to fund continued loan growth, which could have an
adverse effect on our business, financial condition and results of operations.

Any decline in available funding could adversely impact our ability to originate loans, invest in securities, meet
our expenses, pay dividends to our stockholders or fulfill obligations such as repaying our borrowings or meeting
deposit withdrawal demands, any of which could have a material adverse impact on our liquidity, business,
financial condition and results of operations.

Our risk management strategies may not be fully effective in mitigating our risk exposures in all market
environments or against all types of risk.

We have devoted significant resources to develop our risk management policies and procedures and expect to
continue to do so in the future. Nonetheless, our risk management strategies may not be fully effective in
mitigating our risk exposure in all market environments or against all types of risk, including risks that are
unidentified or unanticipated. As our products and services change and grow and the markets in which we
operate evolve, our risk management strategies may not always adapt to those changes. Some of our methods of
managing risk are based upon our use of observed historical market behavior and management’s judgment. As a
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result, these methods may not predict future risk exposures, which could be significantly greater than the
historical measures indicate. Management of market, credit, liquidity, operational, legal, regulatory and
compliance risks requires, among other things, policies and procedures to record properly and verify a large
number of transactions and events and these policies and procedures may not be fully effective. While we
employ a broad and diversified set of risk monitoring and risk mitigation techniques, those techniques and the
judgments that accompany their application cannot anticipate every economic and financial outcome or the
timing of such outcomes. Any of these circumstances could have an adverse effect on our business, financial
condition and results of operations.

We face significant operational risks due to the high volume and the high dollar value nature of transactions
we process.

We operate in many different businesses in diverse markets and rely on the ability of our employees and systems
to process transactions. Operational risk is the risk of loss resulting from our operations, including, but not
limited to, the risk of fraud by employees or persons outside the Company, the execution of unauthorized
transactions, errors relating to transaction processing and technology, breaches of our internal control systems,
compliance failures, business continuation and disaster recovery issues and other external events. Insurance
coverage may not be available for such losses, or where available, such losses may exceed insurance limits. This
risk of loss also includes the potential legal actions that could arise as a result of an operational deficiency or as a
result of noncompliance with applicable regulatory standards, adverse business decisions or their implementation
and customer attrition due to potential negative publicity. In the event of a breakdown in the internal control
system, improper operation of systems or improper employee actions, we could suffer financial loss, face
regulatory action and suffer damage to our reputation.

We may invest in CLO securities or CLO warehouse financing structures, which may expose us to losses in
connection with such investments.

We currently hold investments in certain CLO subordinated notes or preference shares or other CLO securities,
and may continue to make such investments in the future. The subordinated notes or preference shares of a CLO
are usually entitled to all of the income generated by the CLO after the CLO pays all of the interest due on the
debt notes and its expenses. However, there will be little or no income available to the CLO subordinated notes
or preference shares if there are defaults on the underlying collateral in excess of certain amounts or if the
recoveries on such defaulted collateral are less than certain amounts. Similarly, any investment we make in debt
securities of a CLO that are junior to other debt securities of the entity will be payable only in the event that the
underlying collateral generates sufficient income to make the interest payments on the securities of the CLO that
are senior to any such junior debt instruments. Consequently, the value of any investment we make in the
subordinated notes, preference shares or other debt securities of CLOs could decrease substantially depending on
the performance of the underlying collateral in such CLO. In addition, the subordinated notes, preference shares
and other debt securities of CLOs are generally illiquid, and because they represent a leveraged investment in the
CLO’s assets, their value will generally fluctuate more than the values of the underlying collateral. As of
December 31, 2023, we had investments with a net carrying amount of $3.0 million in the subordinated notes of
three CLOs.

In addition, we have historically, and may in the future, invest in the subordinated notes or preference shares of
CLO warehouse financing structures. Such investments will be entitled to all income generated by the underlying
investments acquired during the warehouse period after the financing cost from warehouse credit facility is paid,
but will bear the first loss incurred on such investments if they decrease in value and the CLO or other
investment product is unable to be issued and the warehouse portfolio is liquidated. In such event, the
subordinate note or preference share investors in such CLO warehouse would be exposed to losses up to the total
amount of such investment if the CLO or other investment product does not close and the underlying investment
pool is liquidated for a loss. Such a scenario may become more likely in times of economic distress or when the
loans comprising the collateral pool of such warehouse, although still performing, may have declined in market
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value. Although we generally expect CLO warehouse arrangements to last approximately six to nine months
before a CLO is issued, the CLO issuer may not be able to complete the issuance within the expected time frame
or at all. We did not hold any CLO warehouse investments as of December 31, 2023.

Risks Relating to the Regulation of Our Industry

Our business, financial condition, results of operations and future prospects could be adversely affected by the
highly regulated environment in which we operate.

As a financial holding company, we are subject to federal supervision and regulation. Federal regulation of the
banking industry, along with tax and accounting laws, regulations, rules and standards, may limit our operations
significantly and control the methods by which we conduct business, as they limit those of other banking
organizations. Many of these regulations are intended to protect depositors, the public or the FDIC insurance
funds, not stockholders. Regulatory requirements affect our lending practices, capital structure, investment
practices, dividend policy and many other aspects of our business. There are laws and regulations which restrict
transactions between us and our subsidiaries. These requirements may constrain our operations and the adoption
of new laws and changes to or repeal of existing laws may have a further impact on our business, financial
condition, results of operations and future prospects. Also, the burden imposed by those federal and state
regulations may place banks in general and the Company in particular, at a competitive disadvantage compared
to less regulated competitors.

We are also subject to requirements with respect to the confidentiality of information obtained from clients
concerning their identity, business, personal financial information, employment and other matters. We require
our personnel to agree to keep all such information confidential and we monitor compliance. Failure to comply
with confidentiality requirements could result in material liability and adversely affect our business, financial
condition, results of operations and future prospects.

Bank holding companies and financial institutions are extensively regulated and face an uncertain regulatory
environment. Applicable laws, regulations, interpretations, enforcement policies and accounting principles have
been subject to significant changes in recent years and may be subject to significant future changes. We cannot
assure our stockholders that such future changes will not have an adverse effect on our business, financial
condition and results of operations.

Federal and state regulatory agencies may adopt changes to their regulations or change the manner in which
existing regulations are applied. We cannot predict the substance or effect of pending or future legislation or
regulation or the application of laws and regulations to the Company. Compliance with 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 by requiring us to expend significant time, effort and resources to ensure compliance.
Additionally, evolving regulations and guidance concerning executive compensation may impose limitations on
us that affect our ability to compete successfully for executive and management talent.

The CFPB was created under the Dodd-Frank Act to centralize responsibility for consumer financial protection
with broad rulemaking authority to administer and carry out the purposes and objectives of the “Federal
consumer financial laws and to prevent evasions thereof,” with respect to all financial institutions that offer
financial products and services to consumers. The CFPB is also authorized to prescribe rules applicable to any
covered person or service provider, identifying and prohibiting acts or practices that are “unfair, deceptive, or
abusive” in connection with any transaction with a consumer for a consumer financial product or service, or the
offering of a consumer financial product or service (“UDAAP authority”). The ongoing broad rulemaking powers
of the CFPB and its UDAAP authority have the potential to have a significant impact on the operations of
financial institutions offering consumer financial products or services. If the CFPB’s actions related to current
and proposed regulations limit our ability to provide financial products or services, it may have an adverse effect
on our business.
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In addition, regulators may elect to alter the standards or the interpretation of the standards used to measure
regulatory compliance or used to determine the adequacy of liquidity, certain risk management or other
operational practices for bank or non-bank financial services companies. Such actions may impact our ability to
implement our strategy and could affect us in substantial and unpredictable ways and could have an adverse
effect on our business, financial condition and results of operations. Furthermore, the regulatory agencies have
extremely broad discretion in their interpretation of the regulations and laws and their interpretation of the quality
of our loan portfolio, securities portfolio and other assets. If any regulatory agency’s assessment of the quality of
our assets differs from our assessment, we may be required to take additional charges that would have the effect
of materially reducing our earnings, capital ratios and share price.

Legislative and regulatory actions taken now or in the future may increase our costs and impact our business,
governance structure, financial condition or results of operations.

We are subject to extensive regulation by multiple regulatory bodies. These regulations may affect the manner
and terms of delivery of our services. If we do not comply with governmental regulations, we may be subject to
fines, penalties, lawsuits or material restrictions on our businesses in the jurisdiction where the violation
occurred, which may adversely affect our business operations. Changes in these regulations can significantly
affect the services that we provide as well as our costs of compliance with such regulations. In addition, adverse
publicity and damage to our reputation arising from the failure or perceived failure to comply with legal,
regulatory or contractual requirements could affect our ability to attract and retain customers.

Government regulatory agencies and political bodies continue to place increased focus and scrutiny on the bank
or nonbank financial services industries.

New proposals for legislation may be introduced in the U.S. Congress that could further substantially increase
regulation of the bank and non-bank financial services industries, impose restrictions on the operations and
general ability of firms within the industry to conduct business consistent with historical practices, including in
the areas of compensation, interest rates, financial product offerings and disclosures and have an effect on
bankruptcy proceedings with respect to consumer residential real estate mortgages, among other things. Federal
and state regulatory agencies also frequently adopt changes to their regulations or change the manner in which
existing regulations are applied. Certain aspects of current or proposed regulatory or legislative changes to laws
applicable to the financial industry, if enacted or adopted, may impact the profitability of our business activities,
require more oversight or change certain of our business practices, including the ability to offer new products,
obtain financing, attract deposits, make loans and achieve satisfactory interest spreads and could expose us to
additional costs, including increased compliance costs. These changes also may require us to invest significant
management attention and resources to make any necessary changes to operations to comply and could have an
adverse effect on our business, financial condition and results of operations.

Federal and state regulators periodically examine our business and we may be required to remediate adverse
examination findings.

The Federal Reserve, the FDIC, and the DSML periodically examine our business, including our compliance
with laws and regulations. If, as a result of an examination, a banking agency were to determine that our financial
condition, capital resources, asset quality, earnings prospects, management, liquidity or other aspects of any of
our operations had become unsatisfactory, or that we were in violation of any law or regulation, they may take a
number of different remedial actions as they deem appropriate. These actions include the power to enjoin “unsafe
or unsound” practices, to require affirmative action to correct any conditions resulting from any violation or
practice, to issue an administrative order that can be judicially enforced, to direct an increase in our capital, to
restrict our growth, to assess civil money penalties, to fine or remove officers and directors and, if it is concluded
that such conditions cannot be corrected or there is an imminent risk of loss to depositors, to terminate our
deposit insurance and place us into receivership or conservatorship. Any regulatory action against us could have
an adverse effect on our business, financial condition and results of operations.
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Our FDIC deposit insurance premiums and assessments may increase.

The deposits of our bank subsidiary are insured by the FDIC up to legal limits and, accordingly, subject our bank
subsidiary to the payment of FDIC deposit insurance assessments. The bank’s regular assessments are based on
our bank subsidiary’s average consolidated total assets minus average tangible equity as well as by risk
classification, which includes regulatory capital levels and the level of supervisory concern. In order to maintain
a strong funding position and restore the reserve ratios of the DIF, the FDIC has, in the past, increased deposit
insurance assessment rates and charged a special assessment to all FDIC-insured financial institutions. Further
increases in assessment rates or special assessments may occur in the future, especially if there are significant
financial institution failures. Any future special assessments, increases in assessment rates or required
prepayments in FDIC insurance premiums could reduce our profitability or limit our ability to pursue certain
business opportunities, which could have an adverse effect on our business, financial condition and results of
operations.

The Federal Reserve may require us to commit capital resources to support our subsidiary bank.

As a matter of policy, the Federal Reserve expects a bank holding company to act as a source of financial and
managerial strength to a subsidiary bank and to commit resources to support such subsidiary bank. The Dodd-
Frank Act codified the Federal Reserve’s policy on serving as a source of financial strength. Under the “source of
strength” doctrine, the Federal Reserve may require a bank holding company to make capital injections into a
troubled subsidiary bank and may charge the bank holding company with engaging in unsafe and unsound
practices for failure to commit resources to a subsidiary bank. A capital injection may be required at times when
the holding company may not have the resources to provide it and therefore may be required to borrow the funds
or raise capital. Any loans by a holding company to its subsidiary banks are subordinate in right of payment to
deposits and to certain other indebtedness of such subsidiary bank. In the event of a bank holding company’s
bankruptcy, the bankruptcy trustee will assume any commitment by the holding company to a federal bank
regulatory agency to maintain the capital of a subsidiary bank. Moreover, bankruptcy law provides that claims
based on any such commitment will be entitled to a priority of payment over the claims of the institution’s
general unsecured creditors, including the holders of its note obligations. Thus, any borrowing that must be done
by the bank holding company to make a required capital injection becomes more difficult and expensive and
could have an adverse effect on our business, financial condition and results of operations.

Future acquisitions generally will require regulatory approvals.

Generally, any acquisition of target financial institutions, banking centers or other banking assets by us will
require approval by and cooperation from, a number of governmental regulatory agencies, possibly including the
Federal Reserve and the FDIC, as well as state banking regulators. In acting on applications, federal banking
regulators consider, among other factors:

e the effect of the acquisition on competition;

e the financial condition, liquidity, results of operations, capital levels and future prospects of the
applicant and the bank(s) involved;

e the quantity and complexity of previously consummated acquisitions;
e the managerial resources of the applicant and the bank(s) involved;

e the convenience and needs of the community, including the record of performance under the
Community Reinvestment Act of 1977;

* the effectiveness of the applicant in combating money-laundering activities;
e the applicant’s regulatory compliance record; and
e the extent to which the acquisition would result in greater or more concentrated risks to the stability of

the United States banking or financial system.

48



Such regulators could deny our application based on the above criteria or other considerations or the regulatory
approvals may not be granted on terms that are acceptable to us. For example, we could be required to sell
banking centers as a condition to receiving regulatory approvals and such a condition may not be acceptable to us
or may reduce the benefit of any acquisition. In addition, we may be required to make certain capital
commitments to our regulators in connection with any acquisition. The existence of such capital requirements, or
the failure to meet any such requirements, may have a material adverse effect on our stockholders.

Future legislation or actions could harm our competitive position.

In addition to the enactment of the Dodd-Frank Act, various legislative bodies have considered or may consider
legislation that could change banking statutes and the operating environment in substantial and unpredictable
ways. If enacted, such legislation could increase or decrease the cost of doing business; limit or expand
permissible activities; or affect the competitive balance among banks, savings associations, credit unions and
other financial institutions. We cannot predict whether new legislation will be enacted and, if enacted, the effect
that it or any regulations would have on our activities, financial condition or results of operations.

We are subject to commercial real estate lending guidance issued by the federal banking regulators that
impacts our operations and capital requirements.

The federal banking regulators have issued final guidance regarding concentrations in commercial real estate
lending directed at institutions that have particularly high concentrations of commercial real estate loans within
their lending portfolios. This guidance suggests that institutions whose commercial real estate loans exceed
certain percentages of capital should implement heightened risk management practices appropriate to their
concentration risk and may be required to maintain higher capital ratios than institutions with lower
concentrations in commercial real estate lending. Based on our commercial real estate concentration as of
December 31, 2023, we believe that we are operating within the guidelines. However, increases in our
commercial real estate lending could subject us to additional supervisory analysis. We cannot guarantee that any
risk management practices we implement will be effective to prevent losses relating to our commercial real estate
portfolio. Management has implemented controls to monitor our commercial real estate lending concentrations,
but we cannot predict the extent to which this guidance will continue to impact our operations or capital
requirements.

Regulatory initiatives regarding bank capital requirements may require heightened capital.

Regulatory capital rules, released in July 2013, implemented higher minimum capital requirements for bank
holding companies and banks. The rules include a common equity Tier 1 capital requirement and establish
criteria that instruments must meet to be considered common equity Tier 1 capital, additional Tier 1 capital or
Tier 2 capital. These rules were intended to both improve the quality and increase the quantity of capital required
to be held by banking organizations, better equipping the U.S. banking system to deal with adverse economic
conditions. The capital rules require banks and bank holding companies to maintain a minimum common equity
Tier 1 capital ratio of 4.5%, a total Tier 1 capital ratio of 6%, a total capital ratio of 8% and a leverage ratio of
4%. Bank holding companies are also required to hold a capital conservation buffer of common equity Tier 1
capital of 2.5% to avoid limitations on capital distributions and executive compensation payments. The capital
rules also require banks and bank holding companies to maintain a common equity Tier 1 capital ratio of 6.5%, a
total Tier 1 capital ratio of 8%, a total capital ratio of 10% and a leverage ratio of 5% to be deemed “well
capitalized” for purposes of certain rules and prompt corrective action requirements.

The Federal Reserve may also set higher capital requirements for holding companies whose circumstances
warrant it. For example, holding companies experiencing internal growth or making acquisitions are expected to
maintain strong capital positions substantially above the minimum supervisory levels, without significant
reliance on intangible assets. At this time, the bank regulatory agencies are more inclined to impose higher
capital requirements to meet well-capitalized standards and future regulatory change could impose higher capital
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standards as a routine matter. The Company’s and its subsidiary’s regulatory capital ratios currently are in excess
of the levels established for “well-capitalized” institutions.

These standards require the Company or our bank subsidiary to maintain materially more capital, with common
equity as a more predominant component, or manage the configuration of our assets and liabilities to comply
with formulaic liquidity requirements. Such regulation could significantly impact our return on equity, financial
condition, operations, capital position and ability to pursue business opportunities which could have an adverse
effect on our business, financial condition and results of operations.

We are subject to numerous laws designed to protect consumers, including the CRA and fair lending laws and
failure to comply with these laws could lead to a wide variety of sanctions.

The CRA, the Equal Credit Opportunity Act, the Fair Housing Act and other fair lending laws and regulations
impose nondiscriminatory lending requirements on financial institutions. The Department of Justice and other
federal agencies, including the CFPB, are responsible for enforcing these laws and regulations. A successful
regulatory challenge to an institution’s performance under the CRA or fair lending laws and regulations could
result in a wide variety of sanctions, including damages and civil money penalties, injunctive relief, restrictions
on mergers and acquisitions activity, restrictions on expansion and restrictions on entering new product lines.
Private parties may also have the ability to challenge an institution’s performance under fair lending laws in
private class action litigation. Such actions could have an adverse effect on our business, financial condition and
results of operations.

Federal, state and local consumer lending laws may restrict our ability to originate certain mortgage loans or
increase our risk of liability with respect to such loans and could increase our cost of doing business.

Federal, state and local laws have been adopted that are intended to eliminate certain lending practices
considered “predatory.” These laws prohibit practices such as steering borrowers away from more affordable
products, selling unnecessary insurance to borrowers, repeatedly refinancing loans and making loans without a
reasonable expectation that the borrowers will be able to repay the loans irrespective of the value of the
underlying property. It is our policy not to make predatory loans, but these laws create the potential for liability
with respect to our lending and loan investment activities. They increase our cost of doing business and,
ultimately, may prevent us from making certain loans and cause us to reduce the average percentage rate or the
points and fees on loans that we do make.

We face a risk of noncompliance and enforcement action with the Bank Secrecy Act and other anti-money
laundering statutes and regulations.

The Bank Secrecy Act, the USA PATRIOT Act and other laws and regulations require financial institutions,
among other duties, to institute and maintain an effective anti-money laundering program and file suspicious
activity and currency transaction reports as appropriate. The federal Financial Crimes Enforcement Network is
authorized to impose significant civil money penalties for violations of those requirements and has recently
engaged in coordinated enforcement efforts with the individual federal banking regulators, as well as the U.S.
Department of Justice, Drug Enforcement Administration and IRS. We are also subject to increased scrutiny of
compliance with the rules enforced by the Office of Foreign Assets Control. If our policies, procedures and
systems are deemed deficient, we would be subject to liability, including fines and regulatory actions, which may
include restrictions on our ability to pay dividends and the necessity to obtain regulatory approvals to proceed
with certain aspects of our business plan, including any future acquisition plans. Failure to maintain and
implement adequate programs to combat money laundering and terrorist financing could also have serious
reputational consequences for us. Any of these results could have an adverse effect on our business, financial
condition and results of operations.
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There are substantial regulatory limitations on changes of control of a bank holding company.

With certain limited exceptions, federal regulations prohibit a person, a company or a group of persons deemed
to be “acting in concert” from, directly or indirectly, acquiring more than 10% (5% if the acquirer is a bank
holding company) of any class of our voting stock or obtaining the ability to control in any manner the election
of a majority of our directors or otherwise direct the management or policies of the Company without prior notice
or application to and the approval of the Federal Reserve. Companies investing in banks and bank holding
companies receive additional review and may be required to become bank holding companies, subject to
regulatory supervision. Accordingly, prospective investors must be aware of and comply with these
requirements, if applicable, in connection with any purchase of shares of our common stock. These provisions
effectively inhibit certain mergers or other business combinations, which, in turn, could adversely affect the
market price of our common stock.

Risks Relating to the Company’s Common Stock

The market price of our common stock may be subject to substantial fluctuations, which may make it difficult
for you to sell your shares at the volume, prices and times desired.

The market price of our common stock may be highly volatile, which may make it difficult for you to resell your
shares at the volume, prices and times desired. There are many factors that may impact the market price and
trading volume of our common stock, including, without limitation:

e actual or anticipated fluctuations in our operating results, financial condition or asset quality;
e changes in economic or business conditions;

* the effects of and changes in, trade, monetary and fiscal policies, including the interest rate policies of
the Federal Reserve;

e publication of research reports about us, our competitors or the bank and non-bank financial services
industries generally, or changes in, or failure to meet, securities analysts’ estimates of our financial and
operating performance, or lack of research reports by industry analysts or ceasing of coverage;

e operating and stock price performance of companies that investors deem comparable to us;
e future issuances of our common stock or other securities;

e additions or departures of key personnel;

e proposed or adopted changes in laws, regulations or policies affecting us;

e perceptions in the marketplace regarding our competitors and/or us;

* changes in accounting principles, policies and guidelines;

e rapidly changing technology;

e significant acquisitions or business combinations, strategic partnerships, joint ventures or capital
commitments by or involving our competitors or us;

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

e other news, announcements or disclosures (whether by us or others) related to us, our competitors, our
core market or the bank and non-bank financial services industries.

The stock market and, in particular, the market for financial institution stocks, have experienced substantial
fluctuations in recent years, which in many cases have been unrelated to the operating performance and prospects
of particular companies. In addition, significant fluctuations in the trading volume in our common stock may
cause significant price variations to occur. Increased market volatility may materially and adversely affect the
market price of our common stock, which could make it difficult to sell your shares at the volume, prices and
times desired.
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Securities analysts may not continue coverage on our common stock, which could adversely affect the market
for our common stock.

The trading market for our common stock will depend in part on the research and reports that securities analysts
publish about us and our business. We do not have any control over these securities analysts and they may not
cover our common stock. If securities analysts do not cover our common stock, the lack of research coverage
may adversely affect our market price. If we are covered by securities analysts and our common stock is the
subject of an unfavorable report, the price of our common stock may decline. If one or more of these analysts
cease to cover us or fail to publish regular reports on us, we could lose visibility in the financial markets, which
could cause the price or trading volume of our common stock to decline.

The holders of our indebtedness and preferred stock have rights that are senior to those of our common
stockholders.

As of December 31, 2023, we had $108.7 million outstanding in subordinated notes issued by our holding
company and $41.7 million outstanding in junior subordinated debentures that are held by statutory trusts which
issued trust preferred securities to investors. Our subordinated notes and junior subordinated debentures are
senior to our shares of preferred stock and common stock in right of payment of dividends and other
distributions. We must be current on interest and principal payments on our indebtedness before any dividends
can be paid on our preferred stock or our common stock. In the event of our bankruptcy, dissolution or
liquidation, the holders of our indebtedness must be satisfied before any distributions can be made to our
preferred or common stockholders. If certain conditions are met, we have the right to defer interest payments on
the junior subordinated debentures (and the related trust preferred securities) at any time or from time to time for
a period not to exceed 20 consecutive quarters in a deferral period, during which time no dividends may be paid
to holders of our preferred stock or common stock.

At December 31, 2023 we had issued and outstanding 45,000 shares of 7.125% Series C Fixed-Rate
Non-Cumulative Perpetual Preferred Stock, with an aggregate liquidation preference of $45 million (the “Series
C Preferred Stock™), which is held by investors in through 1,800,000 depositary shares, each representing a
1/40th ownership interest in a share of the Series C Preferred Stock. Our preferred stock is senior to our shares of
common stock in right of payment of dividends and other distributions. We must be current on dividends payable
to holders of preferred stock before any dividends can be paid on our common stock. In the event of our
bankruptcy, dissolution or liquidation, the holders of our preferred stock must be satisfied before any
distributions can be made to our common stockholders.

We depend on the profitability of our bank subsidiary.

Our principal source of funds to pay dividends on our common and preferred stock and service any of our
obligations are dividends received directly from our subsidiaries. A substantial percentage of our current
operations are currently conducted through our bank subsidiary. As is the case with all financial institutions, the
profitability of our bank subsidiary is subject to the fluctuating cost and availability of money and changes in
interest rates and in economic conditions in general. In addition, various federal and state statutes limit the
amount of dividends that our bank subsidiary may pay to us, with or without regulatory approval.

We do not intend to pay dividends in the foreseeable future and our future ability to pay dividends is subject to
restrictions.

We have not historically declared or paid any cash dividends on our common stock since inception. Holders of
our common stock are entitled to receive only such cash dividends as our board of directors may declare out of
funds legally available for such payments. Any declaration and payment of dividends on common stock will
depend upon our earnings and financial condition, liquidity and capital requirements, the general economic and
regulatory climate, our ability to service any equity or debt obligations senior to the common stock and other
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factors deemed relevant by the board of directors. Furthermore, consistent with our business plans, growth
initiatives, capital availability, projected liquidity needs and other factors, we have made and will continue to
make, capital management decisions and policies that could adversely impact the amount of dividends, if any,
paid to our common stockholders. We are also restricted from paying dividends on our common stock if we do
not pay dividends on our Series C Preferred Stock for the same dividend period or if we are in deferral with
respect to interest payments on our junior subordinated debentures (and the related trust preferred securities).

Our board of directors intends to retain all of our earnings to promote growth and build capital. Accordingly, we
do not expect to pay dividends in the foreseeable future. In addition, we are subject to certain restrictions on the
payment of cash dividends as a result of banking laws, regulations and policies. Further, the Federal Reserve
issued Supervisory Letter SR 09-4 on February 24, 2009 and revised as of March 27, 2009, which provides
guidance on the declaration and payment of dividends, capital redemptions and capital repurchases by bank
holding companies. Supervisory Letter SR 09-4 provides that, as a general matter, a financial holding company
should eliminate, defer or significantly reduce its dividends, if: (1) the financial holding company’s net income
available to stockholders for the past four quarters, net of dividends previously paid during that period, is not
sufficient to fully fund the dividends; (2) the financial holding company’s prospective rate of earnings retention
is not consistent with the financial holding company’s capital needs and overall current and prospective financial
condition; or (3) the financial holding company will not meet, or is in danger of not meeting, its minimum
regulatory capital adequacy ratios. Failure to do so could result in a supervisory finding that the financial holding
company is operating in an unsafe and unsound manner.

Our corporate governance documents and certain corporate and banking laws applicable to us, could make a
takeover more difficult.

Certain provisions of our articles of incorporation and bylaws and corporate and federal banking laws and
regulations could delay, defer or prevent a third-party from acquiring control of our organization or conducting a
proxy contest, even if those events were perceived by many of our stockholders as beneficial to their interests.
These provisions, laws and regulations applicable to us:

e enable our board of directors to issue additional shares of authorized but unissued capital stock;

* enable our board of directors to issue “blank check” preferred stock with such designations, rights and
preferences as may be determined from time to time by our board of directors;

e enable our board of directors to increase the size of our board of directors and fill the vacancies created
by the increase;

e do not provide for cumulative voting in the election of directors;

* enable our board of directors to amend our bylaws without stockholder approval;
¢ do not allow for the removal of directors without cause;

e limit the right of stockholders to call a special meeting;

e do not allow stockholder action by less than unanimous written consent;

e require the affirmative vote of two-thirds of the outstanding shares of common stock to approve all
amendments to our charter and approve mergers and similar transactions;

e require advance notice for director nominations and other stockholder proposals; and
e require prior regulatory application and approval of any transaction involving control of our

organization.

These provisions may discourage potential acquisition proposals and could delay or prevent a change in control,
including under circumstances in which our stockholders might otherwise receive a premium over the market
price of our shares.
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General Risks

The fair value of our investment securities can fluctuate due to factors outside of our control and impairment
of investment securities could require charges to earnings, which could result in a negative impact on our
results of operations.

As of December 31, 2023, the carrying value of our investment securities portfolio was as follows:

(Dollars in thousands)

Debt securities — available forsale . . .......................... $299,644
Debt securities — held to maturity, net ......................... 2,977
Equity securities with readily determinable fair values ............. 4,488
Equity securities without readily determinable fair values .......... 75,977

$383,086

Factors beyond our control can significantly influence the fair value of securities in our portfolio and can cause
potential adverse changes to the fair value of these securities. These factors include, but are not limited to, rating
agency actions in respect to the securities, defaults by the issuer or with respect to the underlying securities and
changes in market interest rates and instability in the capital markets. Any of these factors, among others, and
any changes to the Company’s intent or ability to hold the securities until such securities recover in value could
cause impairments and realized and/or unrealized losses in future periods and declines in other comprehensive
income, which could have an adverse effect on our business, financial condition and results of operations.

An available for sale (“AFS”) investment security is considered impaired when it experiences a decline in fair
value below its amortized cost basis. At each measurement date, we determine how much of the decline in fair
value below amortized cost basis is due to credit-related factors and how much of the decline is due to noncredit-
related factors. Credit-related impairment is recognized as an allowance on our balance sheet with a
corresponding adjustment to earnings. Any impairment that is not credit related is recognized in other
comprehensive income, net of applicable taxes.

Whether we establish an allowance for credit losses on an AFS investment security depends on whether we
expect to realize the total value of the security by collecting the contractual cash flows. The process for
determining whether or not an AFS investment security’s decline in fair value below its amortized cost basis is
credit-related considers the extent to which the fair value is less than the amortized cost basis, any adverse
conditions specifically related to the investment security (including changes to its industry and geographic area),
the payment structure of the investment security, failure of the issuer of the investment security to make
scheduled payments of principal and interest, and any changes to the rating of the investment security by a rating
agency.

Impairment of goodwill, other intangible assets or deferred tax assets could require charges to earnings,
which could result in a negative impact on our results of operations.

Under current accounting standards, goodwill is not amortized but, instead, is subject to impairment tests on at
least an annual basis or more frequently if an event occurs or circumstances change that reduce the fair value of a
reporting unit below its carrying amount. A decline in our stock price or occurrence of a triggering event
following any of our quarterly earnings releases and prior to the filing of the periodic report for that period could,
under certain circumstances, cause us to perform a goodwill impairment test and result in an impairment charge
being recorded for that period which was not reflected in such earnings release. In the event that we conclude that
all or a portion of our goodwill may be impaired, a non-cash charge for the amount of such impairment would be
recorded to earnings. Such a charge would have no impact on tangible capital. At December 31, 2023, we had
goodwill of $233.7 million, representing approximately 27% of total equity.

The Company’s intangible assets primarily relate to core deposits, customer relationships, and technology assets.
Intangible assets with definite useful lives are amortized on an accelerated basis over their estimated life.
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Intangible assets, premises and equipment and other long-lived assets are tested for impairment whenever events
or changes in circumstances indicate the carrying amount of the assets may not be recoverable from future
undiscounted cash flows. A triggering event following any of our quarterly earnings releases and prior to the
filing of the periodic report for that period could, under certain circumstances, cause us to perform an intangible
asset impairment test and result in an impairment charge being recorded for that period which was not reflected
in such earnings release. In the event that we conclude that all or a portion of our intangible assets may be
impaired, a non-cash charge for the amount of such impairment would be recorded to earnings. Such a charge
would have no impact on tangible capital. At December 31, 2023, we had intangible assets of $23.6 million,
representing approximately 3% of total equity.

In assessing the potential for realization of deferred tax assets, management considers whether it is more likely
than not that some portion or all of the deferred tax assets will not be realized. Assessing the need for, or the
sufficiency of, a valuation allowance requires management to evaluate all available evidence, both negative and
positive, including the recent trend of quarterly earnings. Positive evidence necessary to overcome the negative
evidence includes whether future taxable income in sufficient amounts and character within the carryback and
carryforward periods is available under the tax law, including the use of tax planning strategies. When negative
evidence (e.g., cumulative losses in recent years, history of operating loss or tax credit carryforwards expiring
unused) exists, more positive evidence than negative evidence will be necessary. We have concluded that, based
on the level of positive evidence, it is more likely than not that at December 31, 2023 all but $0.3 million which
is recorded as a valuation allowance of the deferred tax asset will be realized. At December 31, 2023, net
deferred tax assets were approximately $8.8 million. The impact of each of these impairment matters could have
a material adverse effect on our business, results of operations and financial condition.

Risks for environmental liability apply to the properties under consideration as well as properties that are
contiguous or upgradient to the subject properties.

In the course of our business, we may purchase real estate in connection with a future acquisition, or we may
foreclose on and take title to real estate that serves as collateral on loans we make. As a result, we could be
subject to environmental liabilities with respect to those properties. We may be held liable to a governmental
entity or to third parties for property damage, personal injury, investigation and clean-up costs incurred by these
parties in connection with environmental contamination, or we may be required to investigate or clean up
hazardous or toxic substances or chemical releases at a property. The costs associated with investigation or
remediation activities could be substantial. In addition, if we are 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.

The cost of removal or abatement may not substantially exceed the value of the affected properties or the loans
secured by those properties, that we may not have adequate remedies against the prior owners or other
responsible parties and we may not be able to resell the affected properties either before or after completion of
any such removal or abatement procedures. If material environmental problems are discovered before
foreclosure, we generally will not foreclose on the related collateral or will transfer ownership of the loan to a
subsidiary. It should be noted, however, that the transfer of the property or loans to a subsidiary may not protect
us from environmental liability. Furthermore, despite these actions on our part, the value of the property as
collateral will generally be substantially reduced and, as a result, we may suffer a loss upon collection of the
loan. Currently, we are not a party to any legal proceedings involving potential liability to us under applicable
environmental laws. Any significant environmental liabilities could have an adverse effect on our business,
financial condition and results of operations.

The accuracy of our financial statements and related disclosures could be affected if the judgments,
assumptions or estimates used in our critical accounting policies are inaccurate.

The preparation of financial statements and related disclosure in conformity with GAAP requires us to make
judgments, assumptions and estimates that affect the amounts reported in our consolidated financial statements
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and accompanying notes. Our critical accounting policies, which are included in Item 7 of this report captioned
“Management’s Discussion and Analysis of Financial Condition and Results of Operations”, describe those
significant accounting policies and methods used in the preparation of our consolidated financial statements that
we consider “critical” because they require judgments, assumptions and estimates that materially affect our
consolidated financial statements and related disclosures. As a result, if future events differ significantly from the
judgments, assumptions and estimates in our critical accounting policies, those events or assumptions could have
a material impact on our consolidated financial statements and related disclosures.

Additionally, as a result of our past acquisitions, our financial results are heavily influenced by the application of
the acquisition method of accounting. The acquisition method of accounting requires management to make
assumptions regarding the assets purchased and liabilities assumed to determine their fair value. If our
assumptions are incorrect, any resulting change or modification could have an adverse effect on our business,
financial condition and results of operations.

If we fail to correct any material weakness that we subsequently identify in our internal control over financial
reporting or otherwise fail to maintain effective internal control over financial reporting, we may not be able
to report our financial results accurately and timely, in which case our business may be harmed, investors may
lose confidence in the accuracy and completeness of our financial reports and the price of our common stock
may decline.

Our management is responsible for establishing and maintaining adequate internal control over financial
reporting and for evaluating and reporting on our system of internal control. Our internal control over financial
reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with GAAP. As a public company, we
are required to comply with the Sarbanes-Oxley Act and other rules that govern public companies. In particular,
we are required to certify our compliance with Section 404 of the Sarbanes-Oxley Act, which requires us to
furnish annually a report by management on the effectiveness of our internal control over financial reporting. In
addition, our independent registered public accounting firm is required to report on the effectiveness of our
internal control over financial reporting.

If we identify material weaknesses in our internal control over financial reporting in the future, if we cannot
comply with the requirements of the Sarbanes-Oxley Act in a timely manner or attest that our internal control
over financial reporting is effective, or if our independent registered public accounting firm cannot express an
opinion as to the effectiveness of our internal control over financial reporting when required, we may not be able
to report our financial results accurately and timely. As a result, investors, counterparties and customers may lose
confidence in the accuracy and completeness of our financial reports; our liquidity, access to capital markets and
perceptions of our creditworthiness could be adversely affected; and the market price of our common stock could
decline. In addition, we could become subject to investigations by the stock exchange on which our securities are
listed, the SEC, the Federal Reserve, the FDIC, or other regulatory authorities, which could require additional
financial and management resources. These events could have an adverse effect on our business, financial
condition and results of operations.

If our trademarks and trade names are not adequately protected, or if we are deemed to infringe the
trademarks or trade names of others, then we may not be able to build name recognition in our markets of
interest and our business may be adversely affected.

Our registered or unregistered trademarks or trade names may be challenged, infringed, or determined to be
infringing on other marks. Competitors may have adopted or may adopt trade names or trademarks similar to
ours, thereby impeding our ability to build brand identity and possibly leading to market confusion. In addition,
there could be potential trade name or trademark infringement claims brought by owners of other registered
trademarks or trademarks that incorporate variations of our registered or unregistered trademarks or trade names.
Additionally, our efforts to enforce or protect our proprietary rights related to trademarks, trade secrets, domain
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names, copyrights or other intellectual property may be ineffective and could result in substantial costs and
diversion of resources. Each of the foregoing could adversely impact our financial condition or results of
operations.

We are subject to litigation, which could result in substantial judgment or settlement costs and legal expenses.

We are regularly involved in litigation matters in the ordinary course of business. We believe that these litigation
matters should not have a material adverse effect on our business, financial condition, results of operations or
future prospects. We cannot assure you, however, that we will be able to successfully defend or resolve any
current or future litigation matters, in which case those litigation matters could have an adverse effect on our
business, financial condition and results of operations.

We are party to a lawsuit in the United States Court of Federal Claims seeking a ruling that the United States
Postal Service (“USPS”) is obligated to make payment to us with respect to invoices totaling approximately
$19.4 million that it separately paid to our customer, a vendor to the USPS who hauls mail pursuant to contracts
it has with such entity, in violation of notices provided to the USPS that such payments were to be made directly
to us (the “Misdirected Payments”). Although we believe we have valid claims that the USPS is obligated to
make payment on such receivable and that the USPS will have the capacity to make such payment, the issues in
this litigation are novel issues of law that have little to no precedent and there can be no assurances that a court
will agree with our interpretation of the law on these matters. If a court were to rule against us in this litigation,
our only recourse would be against our customer, who failed to remit the Misdirected Payments to us as required
when received, and who may not have capacity to make such payment to us. Consequently, we could incur losses
up to the full amount of the Misdirected Payments in such event, which could be material to our business,
financial condition and results of operations.

ITEM 1B. UNRESOLVED STAFF COMMENTS.

None.

ITEM 1C. CYBERSECURITY.

We use people, process, and technology controls to manage and mitigate cybersecurity risk. The Risk and
Compliance Committee, in consultation with and regular reporting to our full Board of Directors (the “Board”),
has been delegated oversight for enterprise technology and its associated risks including cybersecurity. As a
financial services and technology company, we face a range of cybersecurity risks that are inherent in our
industry. Cybersecurity risk has been integrated into the Company’s overall Enterprise Risk Management
framework as well as our Internal Audit plan.

The Company’s Chief Information Security Officer (“CISO”) is primarily responsible for developing,
monitoring, and implementing our Information Security Program (the “ISP”). Our CISO has over

twenty-five years of experience managing information security programs across banking and technology
companies. Our CISO reports monthly on cybersecurity matters to the Board and The Risk and Compliance
Committee in addition to full quarterly reports and an annual report. Our ISP team is organized around six key
functions: (1) security operations and incident response, (2) security engineering and architecture, (3) threat and
vulnerability management, (4) Information Technology/Information Security — governance, risk and controls,
(5) security awareness and training, and (6) identity and access management. These functions are integrated into
each of our business lines through coordination with a dedicated security business partner.

Our ISP operates as an enterprise-wide function that monitors external and internal threats to assess cybersecurity
risk and drives risk-based remediation across all departments. The Company’s ISP is aligned to the Federal
Financial Institutions Examination Council standards and is built on recognized best practices and standards for
cybersecurity and information technology. We identify vulnerabilities and remediate based on risk and priority.
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Our ISP team conducts annual security awareness training, regular phishing exercises, sponsors Company-wide
security awareness programs, and provides regular updates across the Company to keep employees engaged and
informed on ways to mitigate cybersecurity risk.

The ISP also has a documented Information Security Incident Response Plan (the “ISIRP) to manage any high
severity security incidents that may arise. The ISIRP establishes a framework for our information security team
to escalate, contain, investigate, and remediate a potential cybersecurity event. The ISIRP is reviewed no less
than annually and is integrated into the Company’s overall Crisis Management Plan, which is reviewed, led, and
tested regularly by senior management.

We engage third-party services to conduct penetration testing as well as other regular evaluations of our security
protocols and processes. Additionally, we assess and monitor the cybersecurity controls of third party service
providers and partners. Ongoing and regular monitoring of our third parties is also managed through our ISP
team’s protocols in partnership with the vendor management, enterprise risk management, and internal audit
departments.

Notwithstanding the focus we place on cybersecurity, we may not be successful in preventing or mitigating a
cybersecurity incident that could have a material adverse effect on the Company. As of the date of this

Form 10-K, the Company is not aware of any cybersecurity incidents that have materially affected or are
reasonably likely to materially affect the Company, including its business strategy, results of operations, or
financial condition that are required to be reported in this Form 10-K. For further discussion, please see Item 1A.
“Risk Factors” for a discussion of cybersecurity risks.

ITEM 2. PROPERTIES.
Our corporate office is located at 12700 Park Central Drive, Suite 1700, Dallas, Texas 75251.

As of December 31, 2022, TBK Bank operates ten branches in the Quad Cities Metropolitan Area of lowa and
Illinois and eight branches throughout northern and central Illinois in our Midwest division, seven branches in
Colorado and three branches in New Mexico in our Mountain Division, thirty-one branches in Colorado and two
branches in western Kansas in our Western division,

TBK Bank operates retail branch networks in three geographic markets, (i) a mid-western division consisting of
ten branches in the Quad Cities Metropolitan Area of Iowa and Illinois, together with seven other branches
throughout central and northwestern Illinois and one branch in northeastern Illinois, (ii) a western division
consisting of thirty-eight branches located throughout Colorado, two branches in far western Kansas and three
branches in New Mexico and (iii) a Dallas, Texas division consisting of two locations, one in which we maintain
our corporate office facility and a branch office dedicated to deposit gathering activities and one full-service
branch. We lease ten of these offices and own the remaining fifty-three. Our owned offices are freestanding
permanent facilities and the leased offices are part of larger retail facilities. Most of TBK Bank’s branches are
equipped with automated teller machines (“ATM”) and drive-through facilities.

Triumph Financial Services operates from a leased facility within a larger business park located in Coppell,
Texas as well as leased facilities in El Paso, Texas, Chicago, Illinois and San Diego, California.

ITEM 3. LEGAL PROCEEDINGS.

From time to time we are a party to various litigation matters incidental to the conduct of our business. Except as
set forth below, we are not presently party to any legal proceedings the resolution of which we believe would
have a material adverse effect on our business, prospects, financial condition, liquidity, results of operation, cash
flows or capital levels.
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We are party to a lawsuit in the United States Court of Federal Claims seeking a ruling that the United States
Postal Service (“USPS”) is obligated to make payment to us with respect to invoices totaling approximately
$19.4 million that it separately paid to our customer, a vendor to the USPS who hauled mail pursuant to contracts
it has with such entity, in violation of notices provided to the USPS that such payments were to be made directly
to us (the “Misdirected Payments”). Although we believe we have valid claims that the USPS is obligated to
make payment to us on such receivable and that the USPS will have the capacity to make such payment, the
issues in this litigation are novel issues of law that have little to no precedent and there can be no assurances that
a court will agree with our interpretation of the law on these matters. If a court were to rule against us in this
litigation, our only recourse would be against our customer, who failed to remit the Misdirected Payments to us
as required when received, and who may not have capacity to make such payment to us. Consequently, we could
incur losses up to the full amount of the Misdirected Payments in such event, which could be material to our
business, financial condition and results of operations.

The Company, through its direct and indirect wholly owned subsidiaries, has purchased and received payments
on accounts receivable payable to Surge Transportation, Inc. (“Surge”), a licensed freight broker, as part of
factoring services provided to such entity. On July 24, 2023, Surge filed for Chapter 11 Bankruptcy in the US
Bankruptcy Court in the Middle District of Florida. In connection with the bankruptcy proceedings, certain
claimants comprised of motor carriers, contingency collection agents, and factoring companies have filed
complaints alleging that such entities have an ownership interest in, or other rights to, amounts paid to the
Company in respect of such purchased accounts receivable. The Court has not yet ruled on such complaints. In
the event of an adverse ruling with respect to such complaints, Triumph may be required to disgorge or pay to
such claimants all or a portion of the amounts it has collected on such receivables. Due to the uncertainty of the
existence of or extent of any loss exposure, Triumph is unable to calculate any reserve loss at this time.

ITEM 4. MINE SAFETY DISCLOSURES.
Not applicable.
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PART II
ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER
MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES.
Market Information and Common Equity Holders

Our common stock is listed on the NASDAQ Global Select Market under the symbol “TFIN.” At February 9,
2024, there were 23,329,596 shares outstanding and 227 stockholders of record for the Company’s common
stock.

Dividends

We have not historically declared or paid cash dividends on our common stock since inception and we do not
intend to pay dividends on our common stock for the foreseeable future. Instead, we anticipate that all of our
future earnings will be deployed through share repurchases or retained to support our operations and to finance
the growth and development of our business. Any future determination relating to our dividend policy will be
made by our board of directors and will depend on a number of factors, including:

e our historic and projected financial condition, liquidity and results of operations;
e our capital levels and needs;

e tax considerations;

* any acquisitions or potential acquisitions that we may examine;

e statutory and regulatory prohibitions and other limitations;

» the terms of any credit agreements or other borrowing arrangements that restrict our ability to pay cash
dividends;

e general economic conditions; and

e other factors deemed relevant by our board of directors.
We are not obligated to pay dividends on our common stock.

As a Texas corporation, we are subject to certain restrictions on dividends under the Texas Business
Organizations Code. Generally, a Texas corporation may pay dividends to its stockholders out of its surplus (the
excess of its assets over its liabilities and stated capital) or out of its net profits for the then-current and preceding
fiscal year unless the corporation is insolvent or the dividend would render the corporation insolvent. In addition,
we are subject to certain restrictions on the payment of cash dividends as a result of banking laws, regulations
and policies.

Because we are a financial holding company and do not engage directly in business activities of a material
nature, our ability to pay dividends to our stockholders depends, in large part, upon our receipt of dividends from
our bank subsidiary, which is also subject to numerous limitations on the payment of dividends under federal and
state banking laws, regulations and policies. The present and future dividend policy of our bank subsidiary is
subject to the discretion of its board of directors. Our subsidiary bank is not obligated to pay dividends.

Securities authorized for issuance under equity compensation plans

See “Item 12 — Security Ownership of Certain Beneficial Owners and Management and Related Stockholder
Matters”.
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Performance Graph

The following Performance Graph and related discussion are being furnished solely to accompany this Annual
Report on Form 10-K pursuant to Item 201(e) of Regulation S-K and shall not be deemed to be “soliciting
materials” or to be “filed” with the SEC (other than as provided in Item 201) nor shall this information be
incorporated by reference into any future filing under the Securities Act or the Exchange Act, whether made
before or after the date hereof and irrespective of any general incorporation language contained therein, except to
the extent that the Company specifically incorporates it by reference into a filing.

The following Performance Graph compares the cumulative total shareholder return on the Company’s common
stock for the period beginning at the close of trading on December 31, 2018 through December 31, 2023, with
the cumulative total return of the NASDAQ Global Select Market Index and the NASDAQ Bank Index for the
same period. Cumulative total return is computed by dividing the difference between the Company’s share price
at the end and the beginning of the measurement period by the share price at the beginning of the measurement
period. The Performance Graph assumes an initial investment of $100 in the Company’s common stock, the
NASDAQ Global Select Market Index and the NASDAQ Bank Index. Historical stock price performance is not
necessarily indicative of future stock price performance.
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Recent sales of unregistered equity securities

None.

Purchases of equity securities by the issuer and affiliated purchasers

None.

ITEM 6. [RESERVED]
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS.

Cautionary Note Regarding Forward-Looking Statements

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

99 < 99 < 99 <

There are or will be important factors that could cause our actual results to differ materially from those indicated
in these forward-looking statements, including, but not limited to, the following:

e business and economic conditions generally and in the bank and non-bank financial services industries,
nationally and within our local market areas;

e our ability to mitigate our risk exposures;

e our ability to maintain our historical earnings trends;

e changes in management personnel;

e interest rate risk;

e concentration of our products and services in the transportation industry;
e credit risk associated with our loan portfolio;

* lack of seasoning in our loan portfolio;

e deteriorating asset quality and higher loan charge-offs;

e time and effort necessary to resolve nonperforming assets;

* inaccuracy of the assumptions and estimates we make in establishing reserves for probable loan losses
and other estimates;

e risks related to the integration of acquired businesses and any future acquisitions;

e our ability to successfully identify and address the risks associated with our possible future
acquisitions, and the risks that our prior and possible future acquisitions make it more difficult for
investors to evaluate our business, financial condition and results of operations, and impairs our ability
to accurately forecast our future performance;

e lack of liquidity;
e fluctuations in the fair value and liquidity of the securities we hold for sale;
e impairment of investment securities, goodwill, other intangible assets or deferred tax assets;

e our risk management strategies;
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e environmental liability associated with our lending activities;

e increased competition in the bank and non-bank financial services industries, nationally, regionally or
locally, which may adversely affect pricing and terms;

e the accuracy of our financial statements and related disclosures;
e material weaknesses in our internal control over financial reporting;
e system failures or failures to prevent breaches of our network security;

e the institution and outcome of litigation and other legal proceedings against us or to which we become
subject;

» changes in carry-forwards of net operating losses;
* changes in federal tax law or policy;

» the impact of recent and future legislative and regulatory changes, including changes in banking,
securities and tax laws and regulations, such as the Dodd-Frank Act and their application by our
regulators;

e governmental monetary and fiscal policies;
* changes in the scope and cost of FDIC, insurance and other coverages;
e failure to receive regulatory approval for future acquisitions and;

* increases in our capital requirements.

The foregoing factors should not be construed as exhaustive. If one or more events related to these or other risks
or uncertainties materialize, or if our underlying assumptions prove to be incorrect, actual results may differ
materially from what we anticipate. Accordingly, you should not place undue reliance on any such forward-
looking statements. Any forward-looking statement speaks only as of the date on which it is made and we do not
undertake any obligation to publicly update or review any forward-looking statement, whether as a result of new
information, future developments or otherwise. New factors emerge from time to time and it is not possible for us
to predict which will arise. In addition, we cannot assess the impact of each factor on our business or the extent
to which any factor, or combination of factors, may cause actual results to differ materially from those contained
in any forward-looking statements.

Management’s Discussion and Analysis of Financial Condition and Results of Operations

This section presents management’s perspective on our financial condition and results of operations. The
following discussion and analysis of our financial condition and results of operations should be read in
conjunction with the Company’s consolidated financial statements and the accompanying notes included
elsewhere in this Annual Report on Form 10-K. To the extent that this discussion describes prior performance,
the descriptions relate only to the periods listed, which may not be indicative of our future financial outcomes. In
addition to historical information, this discussion contains forward-looking statements that involve risks,
uncertainties and assumptions that could cause results to differ materially from management’s expectations. See
the “Cautionary Note Regarding Forward-Looking Statements” section above.

Overview

We are a financial holding company headquartered in Dallas, Texas and registered under the Bank Holding
Company Act, offering a diversified line of payments, factoring and banking services. As of December 31, 2023,
we had consolidated total assets of $5.347 billion, total loans held for investment of $4.163 billion, total deposits
of $3.977 billion and total stockholders’ equity of $864.4 million.
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Through our wholly owned bank subsidiary, TBK Bank, we offer traditional banking services, commercial
lending product lines focused on businesses that require specialized financial solutions and national lending
product lines that further diversify our lending operations. Our banking operations commenced in 2010 and
include a branch network developed through organic growth and acquisition, including concentrations the front
range of Colorado, the Quad Cities market in Iowa and Illinois and a full service branch in Dallas, Texas. Our
traditional banking offerings include a full suite of lending and deposit products and services. These activities are
focused on our local market areas and some products are offered on a nationwide basis. They generate a stable
source of core deposits and a diverse asset base to support our overall operations. Our asset-based lending and
equipment lending products are offered on a nationwide basis and generate attractive returns. Additionally, we
offer mortgage warehouse and liquid credit lending products on a nationwide basis to provide further asset base
diversification and our mortgage warehouse lending generates stable deposits. Our Banking products and
services share basic processes and have similar economic characteristics.

In addition to our traditional banking operations, we also operate a factoring business focused primarily on
serving the over-the-road trucking industry. This business involves the provision of working capital to the
trucking industry through the purchase of invoices generated by small to medium sized trucking fleets
(“Carriers”) at a discount to provide immediate working capital to such Carriers. We commenced these
operations in 2012 through the acquisition of our factoring subsidiary, Triumph Financial Services. Triumph
Financial Services operates in a highly specialized niche and earns substantially higher yields on its factored
accounts receivable portfolio than our other lending products described above. Given its acquisition, this business
has a legacy and structure as a standalone company.

Our payments business, TriumphPay, is a division of our wholly owned bank subsidiary, TBK Bank, and is a
payments network for the over-the-road trucking industry. TriumphPay was originally designed as a platform to
manage Carrier payments for third party logistics companies, or 3PLs (“Brokers”) and the manufacturers and
other businesses that contract directly for the shipment of goods (“Shippers”), with a focus on increasing
on-balance sheet factored receivable transactions through the offering of quick pay transactions for Carriers
receiving such payments through the TriumphPay platform. During 2021, TriumphPay acquired HubTran, Inc., a
software platform that offers workflow solutions for the processing and approval of Carrier Invoices for approval
by Brokers or purchase by the factoring businesses providing working capital to Carriers (“Factors”). Following
such acquisition, the TriumphPay strategy shifted from a capital-intensive on-balance sheet product with a
greater focus on interest income to a payments network for the trucking industry with a focus on fee revenue.
TriumphPay connects Brokers, Shippers, Factors and Carriers through forward-thinking solutions that help each
party successfully manage the life cycle of invoice presentment for services provided by Carrier through the
processing and audit of such invoice to its ultimate payment to the Carrier or the Factor providing working
capital to such Carrier. TriumphPay offers supply chain finance to Brokers, allowing them to pay their Carriers
faster and drive Carrier loyalty. TriumphPay provides tools and services to increase automation, mitigate fraud,
create back-office efficiency and improve the payment experience. TriumphPay also operates in a highly
specialized niche with unique processes and key performance indicators.

At December 31, 2023, our business is primarily focused on providing financial services to participants in the
for-hire trucking ecosystem in the United States, including Brokers, Shippers, Factors and Carriers. Within such
ecosystem, we operate our TriumphPay payments platform, which connects such parties to streamline and
optimize the presentment, audit and payment of transportation invoices. We also act as capital provider to the
Carrier industry through our factoring subsidiary, Triumph Financial Services. Our traditional banking operations
provide stable, low cost deposits to support our operations, a diversified lending portfolio to add stability to our
balance sheet, and a suite of traditional banking products and services to participants in the for-hire trucking
ecosystem to deepen our relationship with such clients.

We have determined our reportable segments are Banking, Factoring, Payments and Corporate. For the year
ended December 31, 2023, our Banking segment generated 60% of our total revenue (comprised of interest and
noninterest income), our Factoring segment generated 32% of our total revenue, our Payments segment generated
7% of our total revenue, and our Corporate segment generated less than 1% of our total revenue.
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2023 Overview

Net income available to common stockholders for the year ended December 31, 2023 was $37.9 million, or $1.61
per diluted share, compared to net income available to common stockholders for the year ended December 31,
2022 of $99.1 million, or $3.96 per diluted share. For the year ended December 31, 2023, our return on average
common equity was 4.67% and our return on average assets was 0.76%.

At December 31, 2023, we had total assets of $5.347 billion, including gross loans of $4.163 billion, compared to
$5.334 billion of total assets and $4.120 billion of gross loans at December 31, 2022. Total loans increased

$42.8 million during the year ended December 31, 2023. Our Banking loans, which constitute 73% of our total
loan portfolio at December 31, 2023, increased from $2.883 billion in aggregate as of December 31, 2022 to
$3.046 billion as of December 31, 2023, an increase of 5.7%. Our Factoring factored receivables, which
constitute 23% of our total loan portfolio at December 31, 2023, decreased from $1.152 billion in aggregate as of
December 31, 2022 to $0.942 billion as of December 31, 2023, a decrease of 18.2%. Our Payments factored
receivables, which constitute 4% of our total loan portfolio at December 31, 2023, increased from $85.7 million
in aggregate as of December 31, 2022 to $174.7 million as of December 31, 2023, an increase of 103.9%.
Approximately $100.4 million of the increase in TriumphPay factored receivables was the result of transferring
factoring transactions with freight broker clients from our Factoring segment to our Payments segment, thus
aligning such services with TriumphPay’s strength; serving freight brokers in the transportation industry.

At December 31, 2023, we had total liabilities of $4.483 billion, including total deposits of $3.977 billion,
compared to $4.445 billion of total liabilities and $4.171 billion of total deposits at December 31, 2022. Deposits
decreased $193.9 million during the year ended December 31, 2023.

At December 31, 2023, we had total stockholders’ equity of $864.4 million. During the year ended December 31,
2023, total stockholders’ equity decreased $24.6 million, primarily due to treasury stock purchases made under
our accelerated share repurchase program, offset in part by our net income during the period. Capital ratios
remained strong with Tier 1 capital and total capital to risk weighted assets ratios of 13.74% and 16.75%,
respectively, at December 31, 2023.

The total dollar value of invoices purchased by Triumph Financial Services during the year ended December 31,
2023 was $10.837 billion with an average invoice size of $1,862. The transportation average invoice size for the
year was $1,810. This compares to invoice purchase volume of $14.943 billion with an average invoice size of
$2,261 and average transportation invoice size of $2,161 during the same period a year ago.

TriumphPay processed 19.5 million invoices paying Carriers a total of $21.518 billion during the year ended
December 31, 2023. This compares to processed volume of 17.7 million invoices for a total of $23.263 billion
during the year ended December 31, 2022.

2023 Items of Note
Equity Investment

On June 22, 2023 we made a $9.7 million minority investment in Trax Group, Inc. (“Trax”), a leader in
transportation spend management solutions. The investment in Trax is accounted for as an equity investment
without a readily determinable fair value measured under the measurement alternative and is included in other
assets on our consolidated balance sheet.

Accelerated Share Repurchase and Stock Repurchase Program

On February 1, 2023, we entered into an accelerated share repurchase (“ASR”) agreement to repurchase
$70.0 million of our common stock. The ASR is part of our previously announced plan to repurchase up to
$100.0 million of our common stock and is within the remaining amount authorized by our Board of Directors
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pursuant to such plan. During the three months ended March 31, 2023, we received an initial delivery of 961,373
common shares representing approximately 80% of the expected total to be repurchased. On April 28, 2023, the
ASR was completed and we received an additional delivery of 247,954 common shares.

In connection with the completion of the ASR, on May 4, 2023, we announced that our board of directors had
authorized us to repurchase up to an additional $50.0 million of our outstanding common stock in open market
transactions or through privately negotiated transactions at our discretion. The amount, timing and nature of any
share repurchases will be based on a variety of factors, including the trading price of our common stock,
applicable securities laws restrictions, regulatory limitations and market and economic factors. The repurchase
program is authorized for a period of up to one year and does not require us to repurchase any specific number of
shares. The repurchase program may be modified, suspended or discontinued at any time. We have not
repurchased any shares under the new share repurchase program.

Items related to our July 2020 acquisition of TFS

As disclosed on our SEC Forms 8-K filed on July 8, 2020 and September 23, 2020, we acquired the
transportation factoring assets of TFS, a wholly owned subsidiary of Covenant Logistics Group, Inc.
(“Covenant”), and subsequently amended the terms of that transaction.

During the second quarter of 2023, new adverse developments with one of the two remaining Over-Formula
Advance clients caused us to charge-off the entire Over-Formula Advance amount due from that client. This
resulted in a net charge-off of $3.3 million; however, this net charge-off had no impact on credit loss expense as
the entire amount had been reserved in a prior period. In accordance with the Agreement reached with Covenant,
Covenant reimbursed us for $1.7 million of this charge-off. At December 31, 2023, the carrying value of the
acquired over-formula advances was $3.2 million, the total reserve on acquired over-formula advances was

$3.2 million and the balance of our indemnifica