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PART1

In this Annual Report on Form 10-K, or Form 10-K, unless otherwise required by the context, the terms “we,” “our,” “us,” and the “Company,” refer to
Amerant Bancorp Inc. and its consolidated subsidiaries including its wholly-owned main operating subsidiary, Amerant Bank, N.A., which we individually
refer to as “the Bank”.

Cautionary Note Regarding Forward-Looking Statements

Various of the statements made in this Form 10-K, including information incorporated herein by reference to other documents, are “forward-looking
statements” within the meaning of, and subject to, the protections of Section 27A of the Securities Act of 1933, as amended (the “Securities Act”) and
Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”).

Forward-looking statements include statements with respect to our beliefs, plans, objectives, goals, expectations, anticipations, assumptions, estimates,
intentions and future performance and condition, and involve known and unknown risks, uncertainties and other factors, which may be beyond our control,
and which may cause the actual results, performance, achievements, or financial condition of the Company to be materially different from future results,
performance, achievements, or financial condition expressed or implied by such forward-looking statements. You should not expect us to update any
forward-looking statements. These forward-looking statements should be read together with the “Risk Factors” included in this Annual Report on Form 10-
K and our other reports filed with the Securities and Exchange Commission (the “SEC”).

All statements other than statements of historical fact are statements that could be forward-looking statements. You can identify these forward-looking
statements through our use of words such as “may,” “will,” “anticipate,” “assume,” “seek,” “should,” “indicate,” “would,” “believe,” “contemplate,”
“consider”, “expect,” “estimate,” “continue,” “plan,” “point to,” “project,” “could,” “intend,” “target” and other similar words and expressions of the

future. These forward-looking statements may not be realized due to a variety of factors, including, without limitation:

3«

” « ” « 2 » « »

»  our strategic plan and growth strategy may not be achieved as quickly or as fully as we seek;
*  operational risks are inherent in our businesses;
» market conditions and economic cyclicality may adversely affect our industry;

» our profitability and liquidity may be affected by changes in interest rates and interest rate levels, the shape of the yield curve and economic
conditions;

»  our cost of funds may increase as a result of general economic conditions, interest rates, inflation and competitive pressures;

* many of our loans and our obligations for borrowed money are priced based on variable interest rates tied to the London Interbank Offering Rate,
or LIBOR. We are subject to risks that LIBOR will no longer be available as a result of the United Kingdom’s Financial Conduct Authority
ceasing to require the submission of LIBOR quotes after 2021;

*  our derivative instruments may expose us to certain risks;

»  our valuation of securities and investments and the determination of the amount of impairments taken on our investments are subjective and, if
changed, could materially adversely affect our results of operations or financial condition;

»  our success depends on our ability to compete effectively in highly competitive markets;
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*  our success depends on general and local economic conditions where we operate;

»  severe weather, natural disasters, global pandemics, acts of war or terrorism, theft, civil unrest, government expropriation or other external events
could have significant effects on our business;

+  defaults by or deteriorating asset quality of other financial institutions could adversely affect us;

+ nonperforming and similar assets take significant time to resolve and may adversely affect our results of operations and financial condition;
» changes in the real estate markets, including the secondary market for residential mortgage loans, may adversely affect us;

+ our allowance for loan losses may prove inadequate or we may be negatively affected by credit risk exposures;

*  if our business does not perform well, we may be required to recognize an impairment of our goodwill or other long-lived assets or to establish a
valuation allowance against the deferred income tax asset, which could adversely affect our results of operations or financial condition;

*  mortgage servicing rights requirements may change and require us to incur additional costs and risks;

* we may be contractually obligated to repurchase mortgage loans we sold to third-parties on terms unfavorable to us;

»  our concentration of CRE loans could result in further increased loan losses, and adversely affect our business, earnings, and financial condition;
»  liquidity risks could affect operations and jeopardize our financial condition;

»  certain funding sources may not be available to us and our funding sources may prove insufficient and/or costly to replace;

« our Venezuelan deposit concentration may lead to conditions in Venezuela adversely affecting our operations;

»  our investment advisory and trust businesses could be adversely affected by conditions affecting our Venezuelan customers;

»  our brokered deposits and wholesale funding increases our liquidity risk, could increase our interest rate expense and potentially increase our
deposit insurance costs;

» technological changes affect our business including potentially impacting the revenue stream of traditional products and services, and we may
have fewer resources than many competitors to invest in technological improvements;

» the fair value of our investment securities can fluctuate due to market conditions out of our control;

»  potential gaps in our risk management policies and internal audit procedures may leave us exposed to unidentified or unanticipated risk, which
could negatively affect our business;

* we may determine that our internal controls and disclosure controls could have deficiencies or weaknesses;
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+ any failure to protect the confidentiality of customer information could adversely affect our reputation and subject us to financial sanctions and
other costs that could have a material adverse effect on our business, financial condition and results of operations;
» our information systems may experience interruptions and security breaches, and are exposed to cybersecurity threats;
»  future acquisitions and expansion activities may disrupt our business, dilute shareholder value and adversely affect our operating results;
*  attractive acquisition opportunities may not be available to us in the future;

»  certain provisions of our amended and restated articles of incorporation and amended and restated bylaws, Florida law, and U.S. banking laws
could have anti-takeover effects by delaying or preventing a change of control that you may favor;

* we may be unable to attract and retain key people to support our business;
+  our employees may take excessive risks which could negatively affect our financial condition and business;
»  we are subject to extensive regulation that could limit or restrict our activities and adversely affect our earnings;

» litigation and regulatory investigations are increasingly common in our businesses and may result in significant financial losses and/or harm to
our reputation;

»  we are subject to capital adequacy and liquidity standards, and if we fail to meet these standards our financial condition and operations would be
adversely affected;

*  our operations are subject to risk of loss from unfavorable fiscal, monetary and political developments in the U.S. and other countries where we
do business;

»  changes in accounting rules applicable to banks and financial institutions could adversely affect our financial condition and results of operations;

*  the Dodd-Frank Act currently restricts our future issuance of trust preferred securities and cumulative preferred securities as eligible Tier 1 risk-
based capital for purposes of the regulatory capital guidelines for bank holding companies;

*  we may need to raise additional capital in the future, but that capital may not be available when it is needed or on favorable terms;
»  we will be subject to heightened regulatory requirements if our total assets grow in excess of $10 billion;
* the Federal Reserve may require us to commit capital resources to support the Bank;

»  we may face higher risks of noncompliance with the Bank Secrecy Act and other anti-money laundering statutes and regulations than other
financial institutions;

+ failures to comply with the fair lending laws, CFPB regulations or the Community Reinvestment Act could adversely affect us;
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+  Fannie Mae and Freddie Mac restructuring may adversely affect the mortgage markets;

» we adopted a new accounting principle that requires immediate recognition in the statement of income of unrealized changes in the fair value of
equity securities, which includes mutual funds, increasing the volatility of our results of operations;

»  we changed our brand from “Mercantil” to “Amerant,” which could adversely affect our business and profitability;
* we are incurring incremental costs as a separate, public company;
*  as aseparate, public company, we spend additional time and resources to comply with rules and regulations that previously did not apply to us;

»  our historical consolidated financial data are not necessarily representative of the results we would have achieved as a separate company and may
not be a reliable indicator of our future results;

»  certain of our directors may have actual or potential conflicts of interest because of their equity ownership in the Former Parent or their positions
with the Former Parent and us;

»  if securities or industry analysts do not publish research or publish inaccurate or unfavorable research about our business, the price of our
common stock and trading volume could decline;

»  our stock price may fluctuate significantly;

*  alimited market exists for the Company’s shares of Class B common stock on the Nasdaq Global Select Market. An active trading market may
not develop or continue for the Company’s shares of Class B common stock, which could adversely affect the market price and market volatility
of those shares;

» certain of our existing stockholders could exert significant control over the Company;

*  we have the ability to issue additional equity securities, which would lead to dilution of our issued and outstanding Company Shares;

*  we expect to issue more Class A common stock in the future which may dilute holders of Class A common stock;

*  holders of Class B common stock have limited voting rights. As a result, holders of Class B common stock will have limited ability to influence
shareholder decisions;

»  our dual classes of Company Shares may limit investments by investors using index-based strategies;

*  we are an “emerging growth company,” and, as a result of the reduced disclosure and governance requirements applicable to emerging growth
companies, our common stock may be less attractive to investors;

* we do not currently intend to pay dividends on our common stock;

+ our ability to pay dividends to shareholders in the future is subject to profitability, capital, liquidity and regulatory requirements and these
limitations may prevent us from paying dividends in the future;

»  we face strategic risks as an independent company and from our history as a part of the Former Parent; and
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» the other factors and information in this Form 10-K and other filings that we make with the SEC under the Exchange Act and Securities Act. See
“Risk Factors” in this Form 10-K.

The foregoing factors should not be construed as exhaustive and should be read together with the other cautionary statements included in this Form 10-
K. Because of these risks and other uncertainties, our actual future financial condition, results, performance or achievements, or industry results, may be
materially different from the results indicated by the forward-looking statements in this Form 10-K. In addition, our past results of operations are not
necessarily indicative of our future results of operations. You should not rely on any forward-looking statements as predictions of future events.

All written or oral forward-looking statements that are made by us or are attributable to us are expressly qualified in their entirety by this cautionary
note. Any forward-looking statement speaks only as of the date on which it is made, and we do not undertake any obligation to update, revise or correct any

forward-looking statement, whether as a result of new information, future developments or otherwise, except as required by law.
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Item 1. BUSINESS
Our Company

We are a bank holding company headquartered in Coral Gables, Florida, with $8.0 billion in assets, $5.7 billion in loans held for investment, $5.8
billion in deposits, $834.7 million of shareholders’ equity, and $1.8 billion in assets under management and custody as of December 31, 2019. We provide
individuals and businesses a comprehensive array of deposit, credit, investment, wealth management, retail banking and fiduciary services. We serve
customers in our United States markets and select international customers. These services are offered through Amerant Bank, N.A., or the Bank, which is
also headquartered in Coral Gables, Florida, and its subsidiaries. Fiduciary, investment and wealth management services are provided by the Bank’s
national trust company subsidiary, Amerant Trust, N.A., or Amerant Trust, the Bank’s securities broker-dealer subsidiary, Amerant Investments, Inc., or
Amerant Investments, and the Bank’s Grand Cayman based trust company subsidiary, Elant Bank & Trust Ltd., or the Cayman Bank.

The Bank was founded in 1979 and is the largest community bank headquartered in Florida. We currently operate 26 banking centers where we offer
personal and commercial banking services. The Bank’s three primary markets are South Florida, where we operate eighteen banking centers in Miami-
Dade, Broward and Palm Beach counties; the greater Houston, Texas area, where we have 8 banking centers that serve the nearby areas of Harris,
Montgomery, Fort Bend and Waller counties and a loan production office, or LPO, in Dallas, Texas, which we opened in early 2019; and the greater New
York City area, where we also maintain a LPO that focuses on originating Commercial Real Estate (“CRE”) loans.

At December 31, 2019, we had 829 full-time-employees, or FTEs, throughout our markets. We have no foreign offices. The Cayman Bank does not
maintain any physical offices in the Cayman Islands and has a registered agent in Grand Cayman as required by applicable regulations.

Our History

From 1987 through December 31, 2017, we were a wholly-owned subsidiary of Mercantil Servicios Financieros, C.A., which we refer to as the Former
Parent. On March 15, 2018, the Former Parent transferred 100% of our outstanding Class A common stock and Class B common stock, together, the
Company Shares, to a newly created Florida common law, non-discretionary, grantor trust, which we refer to as the Distribution Trust or the Trust.

On August 10, 2018, we completed our spin-off from the Former Parent, or the Spin-off, through the distribution of 19,814,992 shares of our Class A
common stock and 14,218,596 shares of our Class B common stock, in each case adjusted for a reverse stock split completed on October 24, 2018. The
shares distributed in the Distribution, or Distributed Shares, constituted 80.1% of the total issued and outstanding Company Shares of each class. As a
result of the Distribution, each holder of record of the Former Parent’s Class A common stock or Class B common stock on April 2, 2018 received one
share of our Class A common stock or one share of our Class B common stock for each share of the Former Parent Class A common stock or Class B
common stock, respectively.

Following the Spin-off, the Former Parent retained 19.9% of our Class A common stock, the Class A Retained Shares, and 19.9% of our Class B
common stock, the Class B Retained Shares, in the Distribution Trust. We refer to the Class A Retained Shares and the Class B Retained Shares,

collectively, the Retained Shares.

The Company Shares began trading on the Nasdaq Global Select Market on August 13, 2018.
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On December 21, 2018, we completed an initial public offering, the IPO, of 6,300,000 shares of Class A common stock. The Former Parent sold all
4,922,477 shares of its Class A Retained Shares in the IPO. We received no proceeds from the Former Parent’s sale of its Class A Retained Shares in the
IPO. We sold 1,377,523 shares of our Class A common stock in the IPO and used all of the proceeds we received to repurchase 1,420,135.66 Class B
Retained Shares from the Former Parent.

At December 31, 2018, the Former Parent beneficially owned less than 5% of all of the Company’s outstanding shares of common stock and the Board
of Governors of the Federal Reserve System, or the Federal Reserve, determined that the Former Parent no longer controlled the Company for purposes of
the Bank Holding Company Act of 1956.

In January 2019, we sold an additional 229,019 shares of our Class A common stock when the underwriters in the IPO completed the partial exercise
of their over-allotment option which was granted in connection with the IPO.

In February 2019, we issued and sold 1,903,846 shares of our Class A common stock in private placements exempt from registration under Section
4(a)(2) of the Securities Act and SEC Rule 506 (the “Private Placements”).

In March 2019, we completed the repurchase of the remaining Class B Retained Shares from the Former Parent. Following this repurchase, the Former
Parent no longer owns any Company Shares.

Our Class A common stock and Class B common stock are listed on the Nasdaq Global Select Market under the trading symbols “AMTB” and
“AMTBB,” respectively.

Cayman Bank Acquisition

On November 15, 2019, we completed the acquisition of Grand Cayman based Elant Bank and Trust Ltd., formerly Mercantil Bank and Trust Limited
(the “Cayman Bank”) from an affiliate of the Former Parent (the “Cayman Bank Acquisition”). We have historically operated and managed the Cayman
Bank under service agreements with the Former Parent. The purchase price of approximately $15.0 million was paid in cash and represented the Cayman
Bank’s fair market value of the Cayman Bank’s shareholder’s equity, adjusted to reflect income and losses to the closing date and purchase accounting
adjustments, including the mark to market of all assets and liabilities at the closing date, plus a premium of $885,000. The premium was based upon a
valuation of the Cayman Bank prepared for us by Hovde Group, an investment banking firm. The Company received all necessary bank regulatory
approvals and completed the acquisition promptly after the receipt of the last required bank regulatory approval.

The Cayman Bank is a bank and trust company domiciled in George Town, Grand Cayman. The Cayman Bank operates under a Cayman Offshore
Bank license, or B license, and a Trust license and is supervised by the Cayman Islands Monetary Authority, or CIMA. The Cayman Bank has no staff and
its fiduciary services and general administration are provided by the staff of Amerant Trust and the Bank, respectively, under separate agreements.
Approximately 50% of our trust relationships, including those of many of our important foreign customers, employ Cayman Islands trusts and are
domiciled in the Cayman Bank. The Office of the Comptroller of the Currency, or the OCC, periodically examines the Bank and Amerant Trust and
reviews the fiduciary relationships and transactions that Amerant Trust and the Bank manage for the Cayman Bank. The Cayman Bank serves a number of
our trust and wealth management customers, and develops high net worth international customer relationships with offshore trust and estate planning
services. The Cayman Bank had approximately $195 million in assets under custody and management at December 31, 2019.

The Acquisition enables us to continue the existing fiduciary services and general administrative services agreements with Amerant Trust and the
Bank, subject to any regulatory requirement. We believe the continuation of these services, as well as the continued and sole designation of our officers and
directors, as officers or directors of the Cayman Bank, protects our customers’ best interests.
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New Brand

On June 4, 2019, the Company’s stockholders approved an amendment to the Company’s Amended and Restated Articles of Incorporation (the
“Articles of Incorporation”) to change the Company’s name from “Mercantil Bank Holding Corporation” to “Amerant Bancorp Inc.” (the “Name
Change”). The Name Change became effective on June 5, 2019. Each of the Company, the Bank and its principal subsidiaries now operate under the
“Amerant” brand.

Segments

Prior to the second quarter of 2019, the Company had four reportable segments: Personal and Commercial Banking, Corporate LATAM, Treasury and
Institutional. Results of these segments were presented on a managed basis. This structure was driven, among other things, by how the Company previously
managed the business, how internal reporting was prepared and analyzed, and how management made decisions.

In August 2019, the Company announced that, due to changes in the structure of its internal organization, it would report its financial performance as a
single operating segment beginning with the quarter ended June 30, 2019. As a result of these changes, all decisions, including those relating to loan
growth and concentrations, deposit and other funding, market risk, credit risk, operational risk and pricing are now made after assessing their effects on the
Company as a whole, using a single segment concept. Management determined that no separate current or historical reportable segment disclosures are
required under generally accepted accounting principles in the United States of America (“U.S. GAAP”).

This change was consistent with the Company’s strategic shift to focus on community banking after the spin-off from its Former Parent in August
2018, and the rebranding of the Company launched in April 2019. As part of this strategic shift, the Company significantly reduced its international lending
activities which had been largely allocated to the Corporate LATAM segment. As a result, management reassessed the Company’s remaining international
business activities as well as the remaining three segments to determine whether the Company would continue to manage these businesses as separate
operating segments, or consolidated as one single segment. In performing its assessment, management noted a similarity in the nature of products and
services, processes, type of customers, distribution methods, and regulatory environment of its businesses. Further, management determined that
management would no longer review discrete financial information related to the remaining operating segments for purposes of assessing performance or to
allocate resources.

Our Markets

Our primary market areas are South Florida, the greater Houston, Texas and the greater New York City area, especially the five New York City
boroughs. We serve our market areas from our headquarters in Coral Gables, Florida, and through a network of 18 banking locations in South Florida and
eight banking locations in the greater Houston, Texas area. We also maintain a LPO in New York, New York that focuses on originating CRE loans, and a
LPO in Dallas, Texas that originates all types of commercial loans. As part of our strategic plan, in addition to expansion in our domestic market areas, we
may further diversify our markets through entry into other large metropolitan markets, especially in other major cities in Texas. Expansion may include
LPOs and banking centers.



Table of Contents

Credit Policies and Procedures

General. We adhere to what we believe are disciplined underwriting standards. We maintain asset quality through an emphasis on local market
knowledge, long-term customer relationships, consistent and thorough underwriting for all loans and a conservative credit culture. We also seek to maintain
a broadly diversified loan portfolio across geographies, customers, products and industries. Our lending policies do not provide for any loans that are highly
speculative, subprime, or that have high loan-to-value ratios. These components, together with active credit management, are the foundation of our credit
culture, which we believe is critical to enhancing the long-term value of our organization to our customers, employees, shareholders and communities.

Credit Concentrations. In connection with the management of our credit portfolio, we actively manage the composition of our loan portfolio, including
credit concentrations. Our loan approval policies establish concentration limits with respect to industry and loan product type to ensure portfolio
diversification, which are reviewed at least annually. The CRE concentration limits include sub-limits by type of property and geographic market, which
are reviewed semi-annually. Country limits for loans to foreign borrowers are also assessed semi-annually. In general, all concentration levels are
monitored on a monthly basis.

Loan Approval Process. We seek to achieve an appropriate balance between prudent and disciplined underwriting and flexibility in our decision-
making and responsiveness to our customers. As of December 31, 2019, the Bank had a legal lending limit of approximately $126.2 million for unsecured
loans, and its “in-house” single obligor lending limit was $35.0 million for CRE loans, representing 27.7% of our legal lending limit and $30.0 million for
all other loans, representing 23.8% of our legal lending limit as of such date. Our credit approval policies provide the highest lending authority to our credit
committee, as well as various levels of officer and senior management lending authority for new credits and renewals, which are based on position,
capability and experience. These limits are reviewed periodically by the Bank’s board of directors. We believe that our credit approval process provides for
thorough underwriting and sound and efficient decision making.

Credit Risk Management. We use what we believe is a comprehensive methodology to monitor credit quality and prudently manage credit
concentrations within our loan portfolio. Our underwriting policies and practices govern the risk profile and credit and geographic concentration of our loan
portfolio. We also have what we believe to be a comprehensive methodology to monitor these credit quality standards, including a risk classification system
that identifies possible problem loans based on risk characteristics by loan type as well as the early identification of deterioration at the individual loan
level.

Credit risk management involves a collective effort among our loan officers and credit underwriting, credit administration, credit risk and collections
personnel. We generally conduct weekly credit committee meetings to approve loans at or above $10 million (loans for customers with an aggregate
exposure equal to or above $10 million are also considered by the credit committee) and review any other credit related matter. Once a month, the asset
quality trends and delinquencies are also reviewed by the credit committee and reports are elevated to senior management and the board of directors. Our
policies require rapid notification of delinquency and prompt initiation of collection actions. Loan officers, credit administration personnel and senior
management proactively support collection activities. Our evaluation and compensation program for our loan officers includes asset quality goals, such as
the percentage of past due loans and charge-offs to total loans in the officer’s portfolio, that we believe motivate the loan officers to focus on the origination
and maintenance of high quality credits consistent with our strategic focus on asset quality.
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Deposits

Our deposits serve as the primary funding source for lending, investing and other general banking purposes. We provide a full range of deposit
products and services, including a variety of checking and savings accounts, certificates of deposit, money market accounts, debit cards, remote deposit
capture, online banking, mobile banking, and direct deposit services. We also offer business accounts and cash management services, including business
checking and savings accounts and treasury management services for our commercial clients. We solicit deposits through our relationship-driven team of
dedicated and accessible bankers, through community-focused marketing and, increasingly, through our dedicated national online channel. We also seek to
cross-sell deposit and wealth management products and services at loan origination, and loans to our depository and other customers. Our deposits are
fully-insured by the Federal Deposit Insurance Corporation, or FDIC, subject to applicable limits. See “-Supervision and Regulation.”

We utilize brokered deposits. As of December 31, 2019 and 2018, we had brokered deposits of $682.4 million and $642.1 million, 11.9% and 10.6% of
our total deposits at those dates, respectively.

Following the Spin-off, we have sought to continue to increase our share of domestic deposits by continuing our banking center expansion and
reconfiguration plans and focusing on improved efficiency and customer satisfaction.

Investment, Advisory and Trust Services

We offer a wide variety of trust and estate planning products and services through Amerant Trust and the Cayman Bank. Catering to high net worth
customers, our trust and estate planning products include simple and complex trusts, private foundations, personal investment companies and escrow
accounts. Amerant Trust continues to provide trust administrative services to the Cayman Bank following the Cayman Bank Acquisition previously
discussed. Amerant Trust’s wholly-owned subsidiary, CTC Management Services, LLC, provides corporate and ancillary administrative services for
Amerant Trust’s fiduciary relationships.

We also offer brokerage and investment advisory services in global capital markets through Amerant Investments, which is a member of the Financial
Industry Regulatory Authority (FINRA), the Securities Investor Protection Corporation (SIPC) and a registered investment adviser with the SEC. Amerant
Investments acts as an introducing broker-dealer through Pershing (a wholly-owned subsidiary of The Bank of New York Mellon) to obtain clearing,
custody and other ancillary services. Amerant Investments offers a wide range of products, including mutual funds, exchange-traded funds, equity
securities, fixed income securities, structured products, discretionary portfolio management, margin lending and online equities trading. Amerant
Investments has distribution agreements with many major U.S. and international asset managers, as well as with some focused boutique providers. Amerant
Investments provides its services to the Bank’s U.S. domestic and international customers. The Bank’s retail customers are offered non-FDIC insured
investment products and services exclusively through Amerant Investments.

Other Products and Services

We offer banking products and services that we believe are attractively priced with a focus on customer convenience and accessibility. We offer a full
suite of online banking services including access to account balances, online transfers, online bill payment and electronic delivery of customer statements,
as well as automated teller machines (“ATMs”), and banking by mobile device, telephone and mail. In 2019, we revamped our online banking suite to also
offer online CD openings first on a limited basis in our general markets footprint, and later outside our natural footprint which we expect to continue
expanding. In 2019, we also started providing access to Zelle®, a popular digital-payment platform that makes it easier for our personal banking clients to
send and receive small sums of money, typically within minutes.
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Many of the services provided through our online platform are also available via our mobile application for smart devices. We also offer debit cards,
night depositories, direct deposit, cashier’s checks, safe deposit boxes in various locations and letters of credit, as well as treasury management services,
including wire transfer services, remote deposit capture and automated clearinghouse services. In addition, we offer other more complex financial products
such as derivative instruments, including interest rate swap and cap contracts, to more sophisticated lending customers.

Investments

Our investment policy, set by our board of directors, requires that investment decisions be made based on, but not limited to, the following four
principles: investment quality, liquidity requirements, interest-rate risk sensitivity and estimated return on investment. These characteristics are pillars of
our investment decision-making process, which seeks to minimize exposure to risks while providing a reasonable yield and liquidity. Under the direction of
the asset-liability management committee (“ALCO”) and management, the Bank’s employees have delegated authority to invest in securities within
specified policy guidelines.

Information Technology Systems

We continue to make significant investments in our information technology systems for our deposit and lending operations and treasury management
activities. We believe that these investments, including additional technology changes to implement our strategic plan, are essential to enhance our overall
customer experience, to support our compliance, internal controls and efficiency initiatives, to expand our capabilities to offer new products, and to provide
scale for future growth and acquisitions. We license our core data processing platform from a nationally recognized bank software vendor, which we
believe provides us with essential functionalities to support our continued growth. Our internal network and the majority of our key applications are
maintained or hosted in-house, while our focus on technology use to support our business strategies has led to increased digital investments. The scalability
of our infrastructure is designed to support our expansion strategy. In addition, we leverage the capabilities of third-party service providers to augment the
technical capabilities and expertise that is required for us to operate as an effective and efficient organization. In December 2019, we engaged Salesforce®
for its Customer Relationship Management (“CRM?”) system and nCino® for its loan origination solution.

The Bank is actively engaged in identifying and managing cybersecurity risks. Protecting company data, non-public customer and employee data, and
the systems that collect, process, and maintain this information is deemed critical. The Bank has an enterprise-wide Information Security Program, or
Security Program, which is designed to protect the confidentiality, integrity and availability of customer non-public information and bank data. The
Security Program was also designed to protect our operations and assets through a continuous and comprehensive cybersecurity detection, protection and
prevention program. This program includes an information security governance structure and related policies and procedures, security controls, protocols
governing data and systems, monitoring processes, and processes to ensure that the information security programs of third-party service providers are
adequate. Our Security Program also continuously promotes cybersecurity awareness and culture across the organization.

The Bank also has a business continuity plan, which it actively manages to prepare for any business continuity challenges it may face. Our business
continuity/disaster recovery plan provides for the resiliency and recovery of our operations and services to our customers. The plan is supported and
complemented by a robust business continuity governance framework, a life safety program as well as an enterprise-wide annual exercise and training to
keep the program and strategies effective, scalable and understood by all employees. We believe both the Security Program and business continuity
programs adhere to industry best practices and comply with the FFIEC’s guidelines, and are subject to periodic testing and independent audits.
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Competition

The banking and financial services industry is highly competitive, and we compete with a wide range of lenders and other financial institutions within
our markets, including local, regional, national and international commercial banks and credit unions. We also compete with mortgage companies,
brokerage firms, trust service providers, consumer finance companies, mutual funds, securities firms, insurance companies, third-party payment processors,
financial technology companies, or Fintechs, and other financial intermediaries on various of our products and services. Some of our competitors are not
subject to the regulatory restrictions and the level of regulatory supervision applicable to us.

Interest rates on loans and deposits, as well as prices on fee-based services, are typically significant competitive factors within the banking and
financial services industry. Many of our competitors are much larger financial institutions that have greater financial resources than we do and compete
aggressively for market share. These competitors attempt to gain market share through their financial product mix, pricing strategies and larger banking
center networks. Other important competitive factors in our industry and markets include office locations and hours, quality of customer service,
community reputation, continuity of personnel and services, capacity and willingness to extend credit, electronic delivery systems and ability to offer
sophisticated banking products and services. While we seek to remain competitive with respect to fees charged, interest rates and pricing, we believe that
our broad and sophisticated commercial banking product suite, our high-quality customer service culture, our positive reputation and long-standing
community relationships enable us to compete successfully within our markets and enhance our ability to attract and retain customers.

Our Business Strategy

As part of our Spin-off from the Former Parent, our business model and product offerings have been simplified and include a greater focus on U.S.
domestic lending and deposit gathering. We continue to implement our strategic plan to simplify our business model and include a greater focus on our
activities as a community bank serving our domestic customers, select foreign depositors, and wealth management and fiduciary customers.

Our strategic objectives include:

» Increase domestic core deposits, focused on client acquisition and deepen relationships by bundling products to increment client stickiness, as well
as gain a greater share of each customer’s business;

+  Enhance retail and commercial sales and servicing approaches with a consultative needs based and high touch perspective, using CRM tools;

*  Retain international deposits by adding new and revamped products bundles and improving the customer journey;

+ Expand and improve the capabilities of our online bank to offer deposit accounts nationwide;

»  Focus on domestic lending opportunities, especially relationship-driven consumer loans (including residential first mortgages and home equity
loans), retail lending (including personal and small business loans) and C&I and CRE loans, which may improve our returns at lower risks than

various types of credits we have made historically;

+  Improve cross-selling among all business lines, with a focus on attracting core deposits, fee income and loans, while building broader, more
profitable customer relationships, including wealth management;

* Increase non-interest fee income through our cash management products, interest rate swaps, private banking and wealth management services;
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*  Buildup our scalable wealth management business with more domestic, as well as international customers;

*  Where possible, reconfigure banking centers to smaller banking centers of the future facilities, and relocate certain banking centers to better
locations as existing leases expire;

*  Upgrade the customer experience by:
o improving online and mobile banking for retail and commercial customers;

o transforming our banking centers to provide a seamless retail banking experience with staff focused on consultative customer service
across the full range of products we offer with less emphasis on routine transactions;

o streamlining and expediting product applications, transactions and customer processes compliant with regulatory requirements, such as
data privacy and anti-money laundering; and

o providing quicker decisions on customer requests while maintaining accountability and appropriate credit and compliance standards;

*  Reduce the number of computer applications and programs and streamline our processes to increase efficiency through approximately $10.0 to
$15.0 million of technology investments through 2021;

» Increase the use of digital tools (CRM and a new loan origination system) to streamline the sales process and increase efficiency;

*  Reduce staffing generally, including as a result of more automated and better integrated systems, and reduced staffing in the banking centers of the
future;

*  Reduce and reorganize the space we occupy in our main office to increase the amount and attractiveness of space available for lease to third
parties; and

*  Align responsibilities and incentives to achieve these goals.

Our Employees

As of December 31, 2019, we employed 829 FTEs. None of our employees are represented by any collective bargaining unit or are parties to a
collective bargaining agreement. We consider our relations with our employees to be very good and monitor these through annual employee engagement

surveys. The Bank has earned an AON’s Regional “Best Employer” award in two of the last three years. This award recognizes those organizations that
have made an extraordinary effort to gain a competitive advantage through their people and, in doing so, become employers of choice.
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Other Subsidiaries
Intermediate Holding Company

The Company owns the Bank through our wholly-owned, intermediate holding company, Amerant Florida Bancorp Inc., or Amerant Florida. Amerant
Florida is the obligor under the $92.2 million aggregate principal amount of junior subordinated debentures related to our outstanding trust preferred
securities at December 31, 2019. As of December 31, 2019 and 2018, Amerant Florida had cash and cash equivalents of $48.9 million and $32.9 million,
respectively, on a stand-alone basis.

The REIT

Through the Bank’s subsidiary, CB Reit Holding Corporation, or REIT Hold Co., we maintain a real estate investment trust, CB Real Estate
Investments, or REIT, which is taxed as a real estate investment trust. The REIT holds various of the Bank’s real estate loans, and allows the Bank to better
manage the Bank’s real estate portfolio.

Dividend Restrictions

As a bank holding company, our ability to pay dividends is affected by the policies and enforcement powers of the Federal Reserve. In addition,
because we are a bank holding company, we are dependent upon the payment of dividends by the Bank as our principal source of funds to pay dividends in
the future, if any, and to make other payments. The Bank is also subject to various legal, regulatory and other restrictions on its ability to pay dividends and
make other distributions and payments to us. For further information, see “Supervision and Regulation-Payment of Dividends.”

EMERGING GROWTH COMPANY STATUS

We are an “emerging growth company,” as defined in the Jumpstart Our Business Startups Act of 2012 (the “JOBS Act”). As such, we are eligible to
take advantage of certain exemptions from various reporting requirements that are applicable to other public companies that are not “emerging growth
companies,” including, but not limited to, not being required to comply with the auditor attestation requirements of Section 404 of the Sarbanes-Oxley Act,
reduced disclosure obligations regarding executive compensation in our periodic reports and proxy statements, and exemptions from the requirements of
holding a non-binding advisory vote on executive compensation and shareholder approval of any golden parachute payments not previously approved. If
some investors find our securities less attractive as a result, the trading market for our securities may be reduced, and the prices of our securities may be
traded at lower prices and experience greater volatility.

In addition, Section 107 of the JOBS Act also provides that an “emerging growth company” can take advantage of the extended transition period
provided in Section 7(a)(2)(B) of the Securities Act of 1933, as amended (the “Securities Act”), for complying with new or revised accounting standards. In
other words, an “emerging growth company” can delay the adoption of certain accounting standards until those standards would otherwise apply to private
companies. We intend to take advantage of the benefits of this extended transition period, for as long as it is available. We will remain an emerging growth
company until the earlier of (1) the last day of the fiscal year (a) following the fifth anniversary of the date of the first sale of our common equity securities
pursuant to an effective registration statement under the Securities Act and (b) in which we have total annual gross revenue of at least $1.07 billion, (2) the
date on which we are deemed to be a large accelerated filer, which means the market value of our common stock that is held by non-affiliates exceeds $700
million as of the last business day of our most recently completed second fiscal quarter, and (3) the date on which we have issued more than $1.0 billion in
non-convertible debt during the prior three-year period. References herein to “emerging growth company” have the meaning provided in the JOBS Act.
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SUPERVISION AND REGULATION

We and the Bank are extensively regulated under U.S. Federal and state laws applicable to financial institutions. Our supervision, regulation and
examination are primarily intended to protect depositors, and maintain the safety and soundness of financial institutions and the federal deposit insurance
fund generally. Such supervision and regulation are not intended to protect the holders of our capital stock and other securities issued by us. Any change in
applicable law or regulation may have a material effect on our business. The following discussion is qualified in its entirety by reference to the particular
statutory and regulatory provisions referred to below.

Bank Holding Company Regulation

The Company is a bank holding company, subject to supervision, regulation and examination by the Federal Reserve under the Bank Holding
Company Act, or BHC Act. Bank holding companies generally are limited to the business of banking, managing or controlling banks, and certain related
activities. We are required to file periodic reports and other information with the Federal Reserve. The Federal Reserve examines us and our non-bank
subsidiaries.

The BHC Act requires prior Federal Reserve approval for, among other things, the acquisition by a bank holding company of direct or indirect
ownership or “control” of more than 5% of the voting shares or substantially all the assets of any bank, or for a merger or consolidation of a bank holding
company with another bank holding company. With certain exceptions, the BHC Act prohibits a bank holding company from acquiring direct or indirect
ownership or “control” of voting shares of any company that is not a bank or bank holding company and from engaging directly or indirectly in any activity
other than banking or managing or controlling banks or performing services for its authorized subsidiaries. A bank holding company may, however, engage
in or acquire an interest in a company that engages in activities that the Federal Reserve has determined by regulation, or order, to be so closely related to
banking or managing or controlling banks as to be a proper incident thereto.

Bank holding companies that are and remain “well-capitalized” and “well-managed,” as defined in Federal Reserve Regulation Y, and whose insured
depository institution subsidiaries maintain “satisfactory” or better ratings under the Community Reinvestment Act of 1977 (the “CRA”), may elect to
become “Financial Holding Companies.” Financial Holding Companies and their subsidiaries are permitted to acquire or engage in activities such as
insurance underwriting, securities underwriting, travel agency activities, broad insurance agency activities, merchant banking and other activities that the
Federal Reserve determines to be financial in nature or complementary thereto. In addition, although the Federal Reserve has recommended repeal of the
merchant banking powers, under the BHC Act’s merchant banking authority and Federal Reserve regulations, financial holding companies are authorized
to invest in companies that engage in activities that are not financial in nature, as long as the financial holding company makes its investment with the
intention of limiting the terms of its investment, does not manage the company on a day-to-day basis, and the investee company does not cross-market with
any depositary institutions controlled by the financial holding company. Financial holding companies continue to be subject to Federal Reserve supervision,
regulation and examination, but the Gramm-Leach-Bliley Act of 1999 (the “GLB Act”) applies the concept of functional regulation to the activities
conducted by their subsidiaries. For example, insurance activities would be subject to supervision and regulation by state insurance authorities. The
Company has not elected to become a financial holding company, but it may elect to do so in the future.

The BHC Act permits acquisitions of banks by bank holding companies, subject to various restrictions, including that the acquirer is “well capitalized”
and “well managed”. A national bank located in Florida, with the prior approval of the OCC, may acquire and operate one or more banks in other states
pursuant to a transaction in which the bank is the surviving bank. In addition, national banks located in Florida may enter into a merger transaction with one
or more out-of-state banks, and an out-of-state bank resulting from such transaction may continue to operate the acquired branches in Florida. The Dodd-
Frank Wall Street Reform and Consumer Protection Act of 2010 (the “Dodd-Frank Act”) permits banks, including national banks, to branch anywhere in
the United States.
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The Company is a legal entity separate and distinct from the Bank. Various legal limitations restrict the Bank from lending or otherwise supplying
funds to us. We and the Bank are subject to Sections 23A and 23B of the Federal Reserve Act and Federal Reserve Regulation W thereunder.

Section 23A defines “covered transactions,” which include extensions of credit, and limits a bank’s covered transactions with any affiliate to 10% of
such bank’s capital and surplus. All covered and exempt transactions between a bank and its affiliates must be on terms and conditions consistent with safe
and sound banking practices, and banks and their subsidiaries are prohibited from purchasing low-quality assets from the bank’s affiliates. Finally, Section
23A requires that all of a bank’s extensions of credit to its affiliates be appropriately secured by permissible collateral, generally U.S. government or
agency securities. Section 23B of the Federal Reserve Act generally requires covered and other transactions among affiliates to be on terms and under
circumstances, including credit standards, that are substantially the same as or at least as favorable to the bank or its subsidiary as those prevailing at the
time for similar transactions with unaffiliated companies.

Loans to executive officers and directors of an insured depository institution or any of its affiliates or to any person who directly or indirectly, or acting
through or in concert with one or more persons, owns, controls or has the power to vote more than 10% of any class of voting securities of a bank, which
we refer to as 10% Shareholders, or to any political or campaign committee the funds or services of which will benefit those executive officers, directors, or
10% Shareholders or which is controlled by those executive officers, directors or 10% Shareholders, are subject to Sections 22(g) and 22(h) of the Federal
Reserve Act and the corresponding regulations (Regulation O) and Section 13(k) of the Exchange Act relating to the prohibition on personal loans to
executives (which exempts financial institutions in compliance with the insider lending restrictions of Section 22(h) of the Federal Reserve Act). Among
other things, these loans must be made on terms substantially the same as those prevailing on transactions made to unaffiliated individuals and certain
extensions of credit to those persons must first be approved in advance by a disinterested majority of the entire board. Section 22(h) of the Federal Reserve
Act prohibits loans to any of those individuals where the aggregate amount exceeds an amount equal to 15% of an institution’s unimpaired capital and
surplus plus an additional 10% of unimpaired capital and surplus in the case of loans that are fully secured by readily marketable collateral, or when the
aggregate amount on all of the extensions of credit outstanding to all of these persons would exceed our unimpaired capital and unimpaired surplus. Section
22(g) identifies limited circumstances in which we are permitted to extend credit to executive officers of the Bank.

Federal Reserve policy and the Federal Deposit Insurance Act, as amended by the Dodd-Frank Act, require a bank holding company to act as a source
of financial and managerial strength to its FDIC-insured bank subsidiaries. These may require bank holding companies to support their bank subsidiaries
with additional investments, including in situations where additional investments in the bank subsidiary may not otherwise be warranted. In the event an
FDIC-insured subsidiary becomes subject to a capital restoration plan with its regulators, the parent bank holding company is required to guarantee
performance of such plan up to 5% of the bank’s assets, and such guarantee is given priority in bankruptcy of the bank holding company. In addition, where
a bank holding company has more than one bank or thrift subsidiary, each of the bank holding company’s subsidiary depository institutions may be held
responsible for any losses to the Deposit Insurance Fund, or DIF, if an affiliated depository institution fails. As a result, a bank holding company may be
required to loan money to a bank subsidiary in the form of subordinate capital notes or other instruments which qualify as capital under bank regulatory
rules. However, any loans from the holding company to such subsidiary banks likely will be unsecured and subordinated to such bank’s depositors and to
other creditors of the bank. See “-Capital.”
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Relationship with the Former Parent

We were a wholly-owned indirect subsidiary of the Former Parent from 1987 until August 2018. The Former Parent was a “bank holding company”
under the BHC Act as a result of its control of the Company and the Bank, and was also a “foreign banking organization”, or FBO, as a result of its control
of the Bank. The Former Parent distributed 80.1% of our Class A and Class B common stock to its shareholders in the Spin-off on August 10, 2018. The
Former Parent sold all its remaining Company Class A voting stock in the Company’s IPO that closed on December 21, 2018. The Company used IPO
proceeds to repurchase Class B non-voting common stock from the Former Parent on December 28, 2018, reducing the Former Parent’s holding in Class B
common stock to less than 5% of the Company’s total common stock capital. On March 7, 2019, the Company repurchased all of the Former Parent’s
remaining shares of nonvoting Class B common stock.

The Federal Reserve determined that the Former Parent no longer “controlled” the Company or the Bank as of year-end 2018 and, therefore, was no
longer a bank holding company or FBO subject to Federal Reserve supervision or regulation.

The Former Parent made several commitments to the Federal Reserve in furtherance of the Company’s separation and to avoid potential issues under
the “Joint Agency Statement on Parallel-Owned Banking Organizations” (April 23, 2001), or the “Parallel Banking Policy Statement”. The Former Parent
and its subsidiaries committed to the Federal Reserve that they would not, directly or indirectly engage in, or be a party to, any business transaction or
relationship (including, without limitation, any receipt of funds as a depository) with the Company or any of its subsidiaries. Notwithstanding this
limitation, the following transactions were permitted:

»  Certain limited existing business and transitional service relationships existing as of December 2018, all of which substantially ended in the
second quarter of 2019;

*  The Cayman Bank Acquisition, completed in the third quarter of 2019; and

»  The lease of space at market rates by the Company to the Former Parent to house certain employees of the Former Parent who perform treasury
and administrative services.

Bank Regulation

The Bank is a national bank subject to regulation and regular examinations by the OCC, and is a member of the Federal Reserve Bank of Atlanta. OCC
regulations govern permissible activities, capital requirements, branching, dividend limitations, investments, loans and other matters. Under the Bank
Merger Act, prior OCC approval is required for a national bank to merge or consolidate with, or purchase the assets or assume the deposits of, another
bank. In reviewing applications to approve mergers and other acquisition transactions, the OCC is required to consider factors similar to the Federal
Reserve under the BHC Act, including the applicant’s financial and managerial resources, competitive effects and public benefits of the transaction, the
applicant’s performance in meeting community needs, and the effectiveness of the entities in combating money laundering activities.

The Bank is a member of the FDIC’s Deposit Insurance Fund and its deposits are insured by the FDIC to the fullest extent permitted by law. As a
result, it is subject to regulation and deposit insurance assessments by the FDIC. Under the Dodd-Frank Act, the Bank also is subject to regulations issued
by the federal Consumer Financial Protection Bureau (“CFPB”), with respect to consumer financial services and products, but is not subject to direct CFPB
supervision or examination because the Bank has less than $10 billion of assets. See “-FDIC Insurance Assessments”.

The OCC has adopted the FFIEC’s Uniform Financial Institutions Rating System, which assigns each financial institution a confidential composite

“CAMELS?” rating based on an evaluation and rating of six essential components of an institution’s financial condition and operations: Capital Adequacy,
Asset Quality, Management,
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Earnings, Liquidity and Sensitivity to market risk, as well as the quality of risk management practices. For most institutions, the FFIEC has indicated that
market risk primarily reflects exposures to changes in interest rates, and the ability to manage market risk.

Evaluations of the component areas of the CAMELSs rating take into consideration the institution’s size and sophistication, the nature and complexity
of its activities, its risk profile, and the adequacy of its capital and earnings in relation to its level of market risk exposure. Market risk is rated based upon,
but not limited to, an assessment of the sensitivity of the financial institution’s earnings or the economic value of its capital to adverse changes in interest
rates, foreign exchange rates, commodity prices or equity prices, management’s ability to identify, measure, monitor, and control the risks of its operations
and the nature and complexity of interest rate risk exposure arising from non-trading positions. The OCC considers Bank Secrecy Act/anti-money
laundering (“BSA/AML”), examination findings in a safety and soundness context when assigning the management component rating. Serious deficiencies
in a bank’s BSA/AML compliance create a presumption that the management rating will be adversely affected because risk management practices are less
than satisfactory.

Composite ratings are based on an evaluation of an institution’s managerial, operational, financial, and compliance performance. The composite
CAMELS rating is not an arithmetical formula or rigid weighting of numerical component ratings. Elements of subjectivity and examiner judgment,
especially as these relate to qualitative assessments, are important elements in assigning ratings.

The Gramm-Leach-Bliley Act, or the GLB Act, and related regulations require banks and their affiliated companies to adopt and disclose privacy
policies, including policies regarding the sharing of personal information with third-parties. The GLB Act also permits bank subsidiaries to engage in
“financial activities” similar to those permitted to financial holding companies. In December 2015, Congress amended the GLB Act as part of the Fixing
America’s Surface Transportation Act. This amendment provided financial institutions that meet certain conditions an exemption to the requirement to
deliver an annual privacy notice. On August 10, 2018, the CFPB announced that it had finalized conforming amendments to its implementing regulation,
Regulation P; these amendments became effective on September 17, 2018.

A variety of federal and state privacy laws govern the collection, safeguarding, sharing and use of customer information, and require that financial
institutions have policies regarding information privacy and security. Some state laws also protect the privacy of information of state residents and require
adequate security of such data, and certain state laws may, in some circumstances, require us to notify affected individuals of security breaches of computer
databases that contain their personal information. These laws may also require us to notify law enforcement, regulators or consumer reporting agencies in
the event of a data breach, as well as businesses and governmental agencies that own data.

The Bank maintains LPOs in New York City and Dallas, Texas. LPOs may only engage in certain functions on behalf of the Bank, such as soliciting
loans (including assembling credit information, property inspections and appraisals, securing title information, preparing loan applications, solicitation loan
servicing), and acting as a liaison with customers of the Bank. Loans and credit extensions cannot be approved by a LPO. Our LPO offices also solicit
deposits, provide information about deposit products, and assist customers in completing deposit account opening documents. The LPOs are not “branches”
under applicable OCC regulations and cannot engage in general banking transactions, deposit taking and withdrawals, or lending money. The LPOs are
subject to supervision and examination by the OCC.

Community Reinvestment Act and Consumer Laws

The Bank is subject to the Community Reinvestment Act (“CRA”) and the OCC’s regulations thereunder. Under the CRA, all FDIC-insured
institutions have a continuing and affirmative obligation, consistent with their safe and sound operation, to help meet the credit needs of their entire
communities, including low- and moderate-income neighborhoods. The CRA requires a depository institution’s primary federal regulator, in connection
with its examination of the institution, to assess the institution’s record of assessing and meeting the credit needs of the communities served by that
institution, including low- and moderate-income neighborhoods. The bank regulatory

18



Table of Contents

agency’s assessment of the institution’s record is made available to the public. Further, such assessment is required of any institution that has applied to:
e charter a national bank;
+ establish new branch offices (banking centers) that accept deposits;
» relocate an office;
» merge or consolidate with, or acquire the assets or assume the liabilities of, a federally regulated financial institution; or

+  obtain deposit insurance coverage for a newly chartered institution.

19



Table of Contents

The CRA performance of a banking organization’s depository institution subsidiaries is considered by the Federal Reserve and other federal bank
regulators in connection with bank holding company and bank mergers and acquisitions, and branch applications. When considering BHC Act applications,
the Federal Reserve will assess the performance of each subsidiary depository institution of the applicant bank holding company, and such performance
may be the basis for denying the application. A less than satisfactory CRA rating will slow, if not preclude, acquisitions, and new banking centers and other
expansion activities and will prevent a company from becoming a financial holding company.

As aresult of the GLB Act, CRA agreements with private parties must be disclosed and annual CRA reports must be made. The federal CRA
regulations require that evidence of discriminatory, illegal or abusive lending practices be considered in the CRA evaluation.

On January 9, 2020, the OCC and the FDIC issued a joint notice of proposed rulemaking to modernize regulations governing compliance with the
CRA. The proposed regulations are aimed at encouraging institutions subject to the regulation to serve their communities by making the regulatory
framework more objective, transparent, consistent, and easy to understand. The OCC shares responsibility for enforcing the rules with the Federal Reserve
and the FDIC. Even though the Federal Reserve did not join the OCC in the publication of its proposed rulemaking concerning revisions to the CRA
regulations, it is considering ideas regarding modernizing the CRA, tailoring the CRA regulations for banks of different sizes and improving the
consistency and predictability of CRA evaluations and ratings.

» « » <

Under the CRA, institutions are assigned a rating of “outstanding,” “satisfactory,
"outstanding” rating since 2000, including its most recent CRA evaluation in June 2019.

needs to improve,” or “unsatisfactory.” The Bank has received an

The Bank is also subject to, among other things, fair lending laws, including the Equal Credit Opportunity Act (“ECOA”) and the Fair Housing Act,
both of which prohibit discrimination based on race or color, religion, national origin, sex and familial status in any aspect of a consumer or commercial
credit or residential real estate transaction. The Department of Justice (“D0OJ”) and the federal bank regulators have issued an Interagency Policy Statement
on Discrimination in Lending to provide guidance to financial institutions in determining whether discrimination exists, how the agencies will respond to
lending discrimination, and what steps lenders might take to prevent discriminatory lending practices. The DOJ has prosecuted what it regards as violations
of the ECOA and Fair Housing Act, and the fair lending laws, generally.

The federal bank regulators have updated their guidance on overdrafts several times, including overdrafts incurred at ATMs and point of sale (“POS”)
terminals. Overdrafts have become a focus of the CFPB. Among other things, the federal regulators require banks to monitor accounts and to limit the use
of overdrafts by customers as a form of short-term, high-cost credit, including, for example, giving customers who overdraw their accounts on more than
six occasions where a fee is charged in a rolling 12 month period a reasonable opportunity to choose a less costly alternative and decide whether to
continue with fee-based overdraft coverage. It also encourages placing appropriate daily limits on overdraft fees, and asks banks to consider eliminating
overdraft fees for transactions that overdraw an account by a de minimis amount. Overdraft policies, processes, fees and disclosures are frequently the
subject of litigation against banks in various jurisdictions. In May 2018, the OCC encouraged national banks to offer short-term, small-Dollar installment
lending. The Federal Reserve expressed similar support for responsible small-Dollar lending in its June 2018 Consumer Compliance Supervision Bulletin
and recently commented on certain bank practices with respect to overdraft fees being unfair or deceptive acts or practices in violation of Section 5 of the
Federal Trade Commission Act. The CFPB issued a rule that became effective on August 16, 2019, that delays the effectiveness of the underwriting
standards for loans covered by its 2017 Payday, Vehicle Title and Certain High-Cost Installment Loans rule until November 19, 2020. In addition, the
CFPB has separately proposed the rescission of the mandatory underwriting provisions of the 2017 rule.
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The CFPB has the authority, previously exercised by the federal bank regulators, to adopt regulations and enforce various laws, including the ECOA,
and other fair lending laws, the Truth in Lending Act, the Electronic Funds Transfer Act, mortgage lending rules, the Truth in Savings Act, the Fair Credit
Reporting Act and the Privacy of Consumer Financial Information rules. Although the CFPB does not examine or supervise banks with less than $10
billion in assets, it exercises broad authority in making rules and providing guidance that affects bank regulation in these areas and the scope of bank
regulators’ consumer regulation, examination and enforcement. Banks of all sizes are affected by the CFPB’s regulations, and the precedents set by CFPB
enforcement actions and interpretations. The CFPB has focused on various practices to date, including revising mortgage lending rules, overdrafts, credit
card add-on products, indirect automobile lending, student lending, and payday and similar short-term lending, and has a broad mandate to regulate
consumer financial products and services, whether or not offered by banks or their affiliates.

Residential Mortgages

CFPB regulations that require lenders to determine whether a consumer has the ability to repay a mortgage loan became effective on January 10, 2014.
These established certain minimum requirements for creditors when making ability to repay determinations, and provide certain safe harbors from liability
for mortgages that are “qualified mortgages” and are not “higher-priced.” Generally, these CFPB regulations apply to all consumer, closed-end loans
secured by a dwelling, including home-purchase loans, refinancing and home equity loans (whether first or subordinate lien). Qualified mortgages must
generally satisfy detailed requirements related to product features, underwriting standards, and requirements where the total points and fees on a mortgage
loan cannot exceed specified amounts or percentages of the total loan amount. Qualified mortgages must have: (1) a term not exceeding 30 years; (2)
regular periodic payments that do not result in negative amortization, deferral of principal repayment, or a balloon payment; (3) and be supported with
documentation of the borrower and his or her credit worthiness. We anticipate focusing our residential mortgage origination on qualified mortgages and
those that meet our investors’ requirements, but we may make loans that do not meet the safe harbor requirements for “qualified mortgages.”

The Economic Growth, Regulatory Relief, and Consumer Protection Act of 2018, or the “2018 Growth Act”, provides that certain residential
mortgages held in portfolio by banks with less than $10 billion in consolidated assets automatically are deemed to be “qualified mortgages.” This relieves
such institutions from many of the requirements to satisfy the criteria listed above for “qualified mortgages.” Mortgages meeting the “qualified mortgage”
safe harbor may not have negative amortization, must follow prepayment penalty limitations included in the Truth in Lending Act, and may not have fees
greater than 3% of the total value of the loan.

The Bank generally services the loans it originates, excluding those it sells. The CFPB adopted mortgage servicing standards, effective in January
2014. These include requirements regarding force-placed insurance, certain notices prior to rate adjustments on adjustable rate mortgages, and periodic
disclosures to borrowers. Servicers will be prohibited from processing foreclosures when a loan modification is pending, and must wait until a loan is more
than 120 days delinquent before initiating a foreclosure action. Servicers must provide borrowers direct and ongoing access to its personnel, and provide
prompt review of any loss mitigation application. Servicers must maintain accurate and accessible mortgage records for the life of a loan and until one year
after the loan is paid off or transferred. These new standards are expected to increase the cost and compliance risks of servicing mortgage loans, and the
mandatory delays in foreclosures could result in loss of value on collateral or the proceeds we may realize from a sale of foreclosed property.
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The Federal Housing Finance Authority (the “FHFA”) updated The Federal National Mortgage Association’s, or Fannie Mae’s, and the Federal Home
Loan Mortgage Corporation’s, or Freddie Mac’s (individually and collectively, “GSE”), repurchase rules, including the kinds of loan defects that could lead
to a repurchase request to, or alternative remedies with, the mortgage loan originator or seller. These rules became effective January 1, 2016. The FHFA
also has updated these GSEs’ representations and warranties framework and announced on February 2, 2016 an independent dispute resolution, or IDR,
process to allow a neutral third-party to resolve demands after the GSEs’ quality control and appeal processes have been exhausted.

The Bank is subject to the CFPB’s integrated disclosure rules under the Truth in Lending Act and the Real Estate Settlement Procedures Act, called
“TRID,” for credit transactions secured by real property. Our residential mortgage strategy, product offerings, and profitability may change as these
regulations are interpreted and applied in practice, and may also change due to any restructuring of Fannie Mae and Freddie Mac as part of the resolution of
their conservatorships. The 2018 Growth Act reduced the scope of the TRID rules by eliminating the wait time for a mortgage, if an additional creditor
offers a consumer a second offer with a lower annual percentage rate. Congress encouraged federal regulators to provide better guidance on TRID in an
effort to provide a clearer understanding for consumers and bankers alike. On November 20, 2019, the CFBP invited public comment on an assessment it
was conducting on the TRID rule’s effectiveness seeking recommendations for modifying, expanding or eliminating the TRID rule. The deadline for
submissions was January 21, 2020 and no changes to the TRID rule have been announced yet. The 2018 Growth Act also provides partial exemptions from
the collection, recording, and reporting requirements under Sections 304(b)(5) and (6) of the Home Mortgage Disclosure Act, or HMDA, for those banks
with fewer than 500 closed-end mortgages or less than 500 open-end lines of credit in both of the preceding two years, provided the bank’s rating under the
CRA for the previous two years has been at least “satisfactory.” On August 31, 2018, the CFPB issued an interpretive and procedural rule to implement and
clarify these requirements under the 2018 Growth Act.

Anti-money Laundering

The Uniting and Strengthening America by Providing Appropriate Tools Required to Intercept and Obstruct Terrorism Act of 2001 (the “USA
PATRIOT Act”), provides the federal government with additional powers to address terrorist threats through enhanced domestic security measures,
expanded surveillance powers, increased information sharing and broadened anti-money laundering requirements. By way of amendments to the Bank
Secrecy Act, or BSA, the USA PATRIOT Act puts in place measures intended to encourage information sharing among bank regulatory and law
enforcement agencies. In addition, certain provisions of the USA PATRIOT Act impose affirmative obligations on a broad range of financial institutions.

The USA PATRIOT Act and the related federal regulations require banks to establish anti-money laundering programs that include, at a minimum:

» internal policies, procedures and controls designed to implement and maintain the savings association’s compliance with all of the requirements
of the USA PATRIOT Act, the BSA and related laws and regulations;

»  systems and procedures for monitoring and reporting of suspicious transactions and activities;
* adesignated compliance officer;

* employee training;

« an independent audit function to test the anti-money laundering program;

»  procedures to verify the identity of each customer upon the opening of accounts; and
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*  heightened due diligence policies, procedures and controls applicable to certain foreign accounts and relationships.

» Additionally, the USA PATRIOT Act requires each financial institution to develop a customer identification program, or CIP as part of its anti-
money laundering program. The key components of the CIP are identification, verification, government list comparison, notice and record
retention. The purpose of the CIP is to enable the financial institution to determine the true identity and anticipated account activity of each
customer. To make this determination, among other things, the financial institution must collect certain information from customers at the time
they enter into the customer relationship with the financial institution. This information must be verified within a reasonable time. Furthermore,
all customers must be screened against any CIP-related government lists of known or suspected terrorists. On May 11, 2018, the U.S. Treasury’s
Financial Crimes Enforcement Network (“FinCEN”) issued a final rule under the BSA requiring banks to identify and verify the identity of the
natural persons behind their customers that are legal entities - the beneficial owners. We and our affiliates have adopted policies, procedures and
controls designed to comply with the BSA and the USA PATRIOT Act.

Moreover, South Florida has been designated as a “High Intensity Financial Crime Area,” or HIFCA, by FinCEN and a “High Intensity Drug
Trafficking Area,” or HIDTA, by the Office of National Drug Control Policy. The HIFCA program is intended to concentrate law enforcement efforts to
combat money laundering efforts in higher-risk areas. The HIDTA designation makes it possible for local agencies to benefit from ongoing HIDTA-
coordinated program initiatives that are working to reduce drug use.

There is also increased scrutiny of compliance with the sanctions programs and rules administered and enforced by the Office of Foreign Assets
Control of the U.S. Department of Treasury, or “OFAC.” OFAC administers and enforces economic and trade sanctions against targeted foreign countries
and regimes, terrorists, international narcotics traffickers, those engaged in activities related to the proliferation of weapons of mass destruction, and other
threats to the national security, foreign policy or economy of the United States, based on U.S. foreign policy and national security goals. OFAC issues
regulations that restrict transactions by U.S. persons or entities (including banks), located in the U.S. or abroad, with certain foreign countries, their
nationals or “specially designated nationals.” OFAC regularly publishes listings of foreign countries and designated nationals that are prohibited from
conducting business with any U.S. entity or individual. While OFAC is responsible for promulgating, developing and administering these controls and
sanctions, all of the bank regulatory agencies are responsible for ensuring that financial institutions comply with these regulations.

Other Laws and Regulations

The Company is also required to comply with various corporate governance and financial reporting requirements under the Sarbanes-Oxley Act, as
well as related rules and regulations adopted by the SEC, the Public Company Accounting Oversight Board (“PCAOB”) and the Nasdaq Stock Market. As
a newly public company, and as an emerging growth company, we are not required currently to comply with various provisions of the Sarbanes-Oxley Act.
See “Business-Emerging Growth Company Status.”

The Company regularly evaluates its controls, including compliance with the SEC rules on internal controls, and expects to continue to spend
significant amounts of time and money on compliance with these rules. If the Company fails to comply with these internal control rules in the future, it may
materially adversely affect its reputation, its ability to obtain the necessary certifications to its financial statements, its relations with its regulators and other
financial institutions with which it deals, and its ability to access the capital markets and offer and sell Company securities on terms and conditions
acceptable to the Company. See “Risk Factors—We may determine that our internal controls and disclosure controls could have deficiencies or
weaknesses.”
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Payment of Dividends

The Company is a legal entity separate and distinct from the Bank. Our primary source of cash flow is dividends from the Bank. Prior regulatory
approval is required if the total of all dividends declared by a national bank (such as the Bank) in any calendar year will exceed the sum of such bank’s net
profits for the year and its retained net earnings for the preceding two calendar years, less any required transfers to surplus. During 2019 and 2018, the
Bank paid cash dividends to the Company of $105.0 million and $47.5 million, respectively. At December 31, 2019, the Bank could have paid additional
dividends of approximately $15.3 million, without prior OCC approval. In 2018, the Company paid a $40.0 million dividend to the Former Parent in
connection with the Spin-off.

We do not intend to pay any dividends to holders of our common stock for the foreseeable future. We currently intend to invest our future earnings, if
any, to fund our growth or improve our costs and capital structure. Therefore, you are not likely to receive any dividends on your common stock for the
foreseeable future, and the performance of an investment in our common stock will depend upon any future appreciation in its value. Our common stock
could decline or increase in value.

In addition, we and the Bank are subject to various general regulatory policies and requirements relating to the payment of dividends, including
requirements to maintain capital above regulatory minimums. The Federal Reserve and the OCC are authorized to determine when the payment of
dividends by the Company and the Bank, respectively, would be an unsafe or unsound practice, and may prohibit such dividends.

The Federal Reserve has indicated that paying dividends that deplete a bank holding company’s capital base to an inadequate level would be an unsafe
and unsound banking practice. The Federal Reserve has indicated that depository institutions and their holding companies should generally pay dividends
only out of current year’s operating earnings.

Under Federal Reserve Supervisory Letter SR-09-4 (February 24, 2009), as revised December 21, 2015, the board of directors of a bank holding
company must consider different factors to ensure that its dividend level is prudent relative to maintaining a strong financial position, is not based on overly
optimistic earnings scenarios, and the absence of potential events that could affect a company’s ability to pay a dividend while still maintaining a strong
financial position. As a general matter, the Federal Reserve has indicated that the board of directors of a bank holding company should consult with the
Federal Reserve and eliminate, defer or significantly reduce the bank holding company’s dividends if:

* its net income available to shareholders for the past four quarters, net of dividends previously paid during that period, is not sufficient to fully fund
the dividends;

» its prospective rate of earnings retention is not consistent with its capital needs and overall current and prospective financial condition; or

+ it will not meet, or is in danger of not meeting, its minimum regulatory capital adequacy ratios.

The Basel III Capital Rules were fully phased-in on January 1, 2019 and further limit our permissible dividends, stock repurchases and discretionary
bonuses, including those of the Bank, unless we and the Bank continue to meet the fully phased-in capital conservation buffer requirement effective
January 1, 2019. The Company and the Bank exceeded the capital conservation requirement at year end 2019. See “Basel III Capital Rules.”

Capital

The Federal Reserve has risk-based capital rules for bank holding companies and the OCC has similar rules for national banks. These rules required at
year end 2019 a minimum ratio of capital to risk-weighted assets (including certain off-balance sheet activities, such as standby letters of credit) and capital

conservation buffer of 10.50%. Tier 1 capital includes common equity and related retained earnings and a limited amount of qualifying preferred stock, less
goodwill and certain core deposit intangibles. Voting common equity must be the predominant form of capital.
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Tier 2 capital consists of non-qualifying preferred stock, qualifying subordinated, perpetual, and/or mandatory convertible debt, term subordinated debt and
intermediate term preferred stock, up to 45% of pre-tax unrealized holding gains on available for sale equity securities with readily determinable market
values that are prudently valued, and a loan loss allowance up to 1.25% of its standardized total risk-weighted assets, excluding the allowance. We
collectively refer to Tier 1 capital and Tier 2 capital as Total risk-based capital.

In addition, the Federal Reserve has established minimum leverage ratio guidelines for bank holding companies, which provide for a minimum
leverage ratio of Tier 1 capital to adjusted average quarterly assets (“leverage ratio”) equal to 4%. However, regulators expect bank holding companies and
banks to operate with leverage ratios above the minimum. The guidelines also provide that institutions experiencing internal growth or making acquisitions
will be expected to maintain strong capital positions substantially above the minimum supervisory levels without significant reliance on intangible assets.
The Federal Reserve has indicated that it will continue to consider a “tangible Tier 1 leverage ratio” (deducting all intangibles) in evaluating proposals for
expansion or new activity. Higher capital may be required in individual cases and depending upon a bank holding company’s risk profile. All bank holding
companies and banks are expected to hold capital commensurate with the level and nature of their risks, including the volume and severity of their problem
loans. The level of Tier 1 capital to risk-adjusted assets is becoming more widely used by the bank regulators to measure capital adequacy. Neither the
Federal Reserve nor the OCC has advised us of any specific minimum leverage ratio or tangible Tier 1 leverage ratio applicable to the Company or the
Bank, respectively. Under Federal Reserve policies, bank holding companies are generally expected to operate with capital positions well above the
minimum ratios. The Federal Reserve believes the risk-based ratios do not fully take into account the quality of capital and interest rate, liquidity, market
and operational risks. Accordingly, supervisory assessments of capital adequacy may differ significantly from conclusions based solely on the level of an
organization’s risk-based capital ratio.

The Federal Deposit Insurance Corporation Improvement Act of 1991, or FDICIA, among other things, requires the federal bank regulators to take
“prompt corrective action” regarding depository institutions that do not meet minimum capital requirements. FDICIA establishes five capital tiers: “well
capitalized,” “adequately capitalized,” “undercapitalized,” “significantly undercapitalized” and “critically undercapitalized.” A depository institution’s
capital tier will depend upon how its capital levels compare to various relevant capital measures and certain other factors, as established by regulation.

All of the federal bank regulators also have regulations establishing risk-adjusted measures and relevant capital levels which implement the “prompt
corrective action” standards applicable to banks. The relevant capital measures are the total risk-based capital ratio, Tier 1 risk-based capital ratio, common
equity Tier 1 or “CET1” capital ratio, as well as, the leverage capital ratio. Under the regulations, national banks will be:

»  Well-capitalized if it has a total risk-based capital ratio of 10% or greater, a Tier 1 risk-based capital ratio of 8% or greater, a CET1 capital ratio of

6.5% or greater, a leverage capital ratio of 5% or greater and is not subject to any written agreement, order, capital directive or prompt corrective

action directive by a federal bank regulatory agency to maintain a specific capital level for any capital measure;

*  “Adequately capitalized” if it has a total risk-based capital ratio of 8% or greater, a Tier 1 risk-based capital ratio of 6% or greater, a CET1 capital
ratio of 4.5% or greater, and generally has a leverage capital ratio of 4% or greater;

*  “Undercapitalized” if it has a total risk-based capital ratio of less than 8%, a Tier 1 risk-based capital ratio of less than 6%, a CET1 capital ratio of
less than 4.5% or generally has a leverage capital ratio of less than 2%;

+  “Significantly undercapitalized” if it has a total risk-based capital ratio of less than 6%, a Tier 1 risk-based capital ratio of less than 4%, a CET1
capital ratio of less than 3%, or a leverage capital ratio of less than 3%; or

*  “Critically undercapitalized” if its tangible equity is equal to or less than 2% to total assets.
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The federal bank regulators have authority to require additional capital.

Immediately upon becoming undercapitalized, a depository institution becomes subject to the provisions of Section 38 of the Federal Deposit
Insurance Act which: (i) restrict payment of capital distributions and management fees; (ii) require that the appropriate federal banking agency monitor the
condition of the institution and its efforts to restore its capital; (iii) require submission of a capital restoration plan; (iv) restrict the growth of the
institution’s assets; and (v) require prior approval of certain expansion proposals. The appropriate federal banking agency for an undercapitalized institution
also may take any number of discretionary supervisory actions if the agency determines that any of these actions is necessary to resolve the problems of the
institution at the least possible long-term cost to the deposit insurance fund. These discretionary supervisory actions include: (i) requiring the institution to
raise additional capital; (ii) restricting transactions with affiliates; (iii) requiring divestiture of the institution or the sale of the institution to a willing
purchaser; and (iv) any other supervisory action that the agency deems appropriate. These and additional mandatory and permissive supervisory actions
may be taken with respect to significantly undercapitalized and critically undercapitalized institutions.

The Dodd-Frank Act significantly modified the capital rules applicable to us and call for increased capital, generally.

*  The generally applicable prompt corrective action leverage and risk-based capital standards, or generally applicable standards, including the types
of instruments that may be counted as Tier 1 capital, will be applicable on a consolidated basis to depository institution holding companies, as well
as their bank and thrift subsidiaries.

»  The generally applicable standards in effect prior to the Dodd-Frank Act will be “floors” for the standards to be set by the regulators.

»  Bank and thrift holding companies with assets of less than $15 billion as of December 31, 2009, will be permitted to include trust preferred
securities that were issued before May 19, 2010, as Tier 1 capital, but trust preferred securities issued by a bank holding company after May 19,
2010 will no longer count as Tier 1 capital. Our trust preferred securities outstanding at December 31, 2019 were issued before May 19, 2010, and
are included in our Tier 1 capital.

Information concerning our and the Bank’s regulatory capital ratios at December 31, 2019 and December 31, 2018 is included under the heading
“Regulatory Capital Requirements” in the “Management’s Discussion and Analysis of Financial Condition and Results of Operations” section on this Form
10-K.

Depository institutions that are “adequately capitalized” for bank regulatory purposes must receive a waiver from the FDIC prior to accepting or
renewing brokered deposits, and cannot pay interest rates that exceed market rates by more than 75 basis points. Banks that are less than “adequately
capitalized” cannot accept or renew brokered deposits. FDICIA generally prohibits a depository institution from making any capital distribution (including
paying dividends) or paying any management fee to its holding company, if the depository institution thereafter would be “undercapitalized.” Institutions
that are “undercapitalized” are subject to prohibitions on brokered deposits, growth limitations and are required to submit a capital restoration plan for
approval. A depository institution’s parent holding company must guarantee that the institution will comply with such capital restoration plan. The
aggregate liability of the parent holding company is limited to the lesser of 5% of the depository institution’s total assets at the time it became
undercapitalized and the amount necessary to bring the institution into compliance with applicable capital standards. If a depository institution fails to
submit an acceptable plan, it is treated as if it is “significantly undercapitalized.” If the controlling holding company fails to fulfill its obligations under
FDICIA and files (or has filed against it) a petition under the federal Bankruptcy Code, the claim against the holding company’s capital restoration
obligation would be entitled to a priority in such bankruptcy proceeding over third-party creditors of the bank holding company. Significantly
undercapitalized depository institutions may be subject to a number of requirements and restrictions, including orders to sell sufficient voting stock to
become “adequately capitalized”, requirements to reduce total assets, and cessation of receipt of deposits from correspondent banks. “Critically
undercapitalized” institutions are subject to the appointment of a receiver or conservator.
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The prompt corrective action rules have been conformed by the Basel III Capital Rules, as discussed below.

Basel III Capital Rules

The Federal Reserve, the OCC and the other bank regulators adopted in June 2013 final capital rules (the “Basel III Capital Rules”) for bank holding
companies and banks implementing the Basel Committee on Banking Supervision’s “Basel III: A Global Regulatory Framework for more Resilient Banks
and Banking Systems.” These new U.S. capital rules are called the Basel III Capital Rules, and were generally fully phased-in on January 1, 2019.

The Basel III Capital Rules limit Tier 1 capital to common stock and noncumulative perpetual preferred stock, as well as qualifying trust preferred
securities and cumulative perpetual preferred stock issued before May 19, 2010, each of which are grandfathered in Tier 1 capital for bank holding
companies with less than $15 billion in assets. A new capital measure CET1, has been added by the Basel III Capital Rules. CET1 includes common stock
and related surplus, retained earnings and, subject to certain adjustments, minority common equity interests in subsidiaries. CET1 is reduced by deductions
for:

*  Goodwill and other intangibles, other than mortgage servicing assets, which are treated separately, net of associated deferred tax losses (“DTLs”);

*  Deferred tax assets (“DTAs”) arising from operating losses and tax credit carryforwards net of allowances and DTLs;

»  Gains on sale from any securitization exposure; and

»  Defined benefit pension fund net assets (i.e., excess plan assets), net of associated DTLs.

The Company made a one-time election in 2015, whereby CET1 will not be adjusted for certain accumulated other comprehensive income (“AOCI”)
or accumulated other comprehensive loss (“AOCL”).

Additionally, the rules call for “threshold deductions” of the following concepts that are individually greater than 10% of CET1 or collectively greater
than 15% of CET1 (after the above deductions are also made):

*  Mortgage servicing assets, net of associated DTLs;

+  DTAs arising from temporary differences that could not be realized through net operating loss carrybacks, net of any valuation allowances and
DTLs;

» significant common stock investments in unconsolidated financial institutions, net of associated DTLs; and

*  Noncumulative perpetual preferred stock, Tier 1 minority interest not included in CET1, subject to limits, and current Tier 1 capital instruments
issued to the U.S. Treasury, including shares issued pursuant to the TARP or SBLF programs.

In addition to the minimum risk-based capital requirements, a “capital conservation buffer” of CET1 capital of at least 2.5% of total risk-weighted
assets, is required. The capital conservation buffer is calculated as the lowest of:

» the banking organization’s CET1 capital ratio minus 4.5%;
» the banking organization’s Tier 1 risk-based capital ratio minus 6.0%; or

» the banking organization’s total risk-based capital ratio minus 8.0%.
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The capital conservation buffers and the related restrictions on permissible dividends, stock repurchases and discretionary bonuses were at least
partially applicable for the first time in 2016 and were fully phased in during subsequent years.

Full compliance with the capital conservation buffer was required by January 1, 2019. Currently, permissible dividends, stock repurchases and
discretionary bonuses are limited to the following percentages based on the capital conservation buffer as calculated above, subject to any further
regulatory limitations, including those based on risk assessments and enforcement actions:

Buffer% % Limit
More than 2.50% None
> 1.875% - 2.50% 60.00%
> 1.250% - 1.875% 40.00%
> 0.625% - 1.250% 20.00%
<0.625% 0%

The various capital elements and total capital under the Basel IIT Capital Rules, as fully phased-in on January 1, 2019 are:

Minimum CET1 4.50%
Capital Conservation Buffer 2.50%
Total CET1 7.00%
Deductions from CET1 100.00%
Minimum Tier 1 Capital 6.00%

Minimum Tier 1 Capital plus conservation buffer 8.50%
Minimum Total Capital 8.00%

Minimum Total Capital plus conservation buffer 10.50%

Changes in Risk-Weightings
The Basel III Capital Rules significantly changed the risk-weightings used to determine risk-weighted capital adequacy. Among various other changes,
the Basel III Capital Rules apply a 250% risk-weighting to mortgage servicing rights (“MSRs”), DTAs that cannot be realized through net operating loss

carry-backs and significant (greater than 10%) investments in other financial institutions.

The Basel III Capital Rules also changed some of the risk-weightings used to determine risk-weighted capital adequacy. Among other things, the Basel
III Capital Rules:

»  Assign a 250% risk-weight to MSRs;

»  Assign up to a 1,250% risk-weight to structured securities, including private label mortgage securities and asset backed securities;

*  Retain existing risk-weights for residential mortgages, but assign a 100% risk-weight to most CRE loans and a 150% risk-weight for “high
volatility CRE loans,” or “HVCRE,” which are credit facilities for the acquisition, construction or development of real property other than one-to-
four family residential properties or commercial real projects where: (i) the loan-to-value ratio is not in excess of interagency real estate lending
standards; and (ii) the borrower has contributed capital equal to not less than 15% of the real estate’s “as completed” value before the loan was

made.

»  Assign a 150% risk-weight to past due exposures (other than sovereign exposures and residential mortgages);
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*  Assign a 250% risk-weight to DTAs, to the extent not deducted from capital (subject to certain maximums);
*  Retain the existing 100% risk-weight for corporate and retail loans; and
» Increase the risk-weight for exposures to qualifying securities firms from 20% to 100%.

HVCRE loans historically have had a risk weight of 150%. However, Section 214 of the 2018 Growth Act, restricts the federal bank regulators from
applying this risk weight, except to certain acquisition development and construction (“ADC”) loans. On November 19, 2019, the federal bank regulators
adopted a rule that goes effective April 1, 2020 that substantially conforms the definition of HVCRE loans to Section 214. The new rule provides that loans
originated before January 1, 2015 will not receive the risk weight. For loans originated after January 1, 2015 and prior to April 1, 2020, banks may keep
their current capital treatment or apply the new HVCRE definition. The Company had no loans classified as HVCRE as of December 31, 2019.

Prompt Corrective Action Rules

Under the Basel III Capital Rules, the prompt corrective action rules and categories changed as of January 1, 2015. The following illustrates the current
range of the changes from well capitalized, to undercapitalized, to critically undercapitalized categories. The adequately capitalized and significantly
undercapitalized categories also were retained with appropriate changes, but are not included in the following illustration.

Basel III

Well capitalized

CET1 6.5%

Tier 1 risk-based capital 8.0%

Total risk-based capital 10.0%

Tier 1 leverage ratio 5.0%
Undercapitalized

CET1 <4.5%

Tier 1 risk-based capital <6.0%

Total risk-based capital < 8.0%

Tier 1 leverage ratio <4.0%

Critically undercapitalized Tier 1 capital plus non-Tier

1
perpetual preferred stock to
total assets < 2.0%

Section 201 of the 2018 Growth Act provides that banks and bank holding companies with consolidated assets of less than $10 billion that meet a
“community bank leverage ratio,” established by the federal bank regulators between 8% and 10%, are deemed to satisfy applicable risk-based capital
requirements necessary to be considered “well capitalized.” The federal banking agencies have the discretion to determine that an institution does not

qualify for such treatment due to its risk profile. An institution’s risk profile may be assessed by its off-balance sheet exposure, trading of assets and
liabilities, notional derivatives’ exposure, and other factors.
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On November 21, 2018, the federal banking agencies issued for public comment a proposal under which a community banking organization would be
eligible to elect the community bank leverage ratio framework if it has less than $10 billion in total consolidated assets, limited amounts of certain assets
and off-balance sheet exposures, and a community bank leverage ratio greater than 9%. A qualifying community banking organization that has chosen the
proposed framework would not be required to calculate the existing risk-based and leverage capital requirements. This proposal further provided that an
institution will be considered to have met the capital ratio requirements to be “well-capitalized” for the agencies' prompt corrective action rules, provided it
has a community bank leverage ratio greater than 9%. On October 29, 2019, the bank regulators jointly announced that they had finalized the rule and set
the “well-capitalized” threshold at 9%.

See “Management’s Discussion and Analysis—Regulatory Capital Requirements for details on the Company’s and the Banks’ regulatory capital.”

The Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update, or ASU, 2016-13 “Financial Instruments - Credit Losses”
which applies a current expected credit losses (“CECL”) model to financial instruments. It is effective for fiscal years after December 31, 2019 for public
companies and December 31, 2022 for private companies, though there is a phase-in for emerging growth companies. CECL may affect the amount, timing
and variability of the Company’s credit charges, and therefore its net income and regulatory capital. The Federal Reserve and other federal bank regulators
have adopted a policy to allow a three-year phase-in of CECL’s effects on regulatory capital (the “CECL Capital Phase-In”). See “Risk Factors—Our
allowance for loan losses may prove inadequate or we may be negatively affected by credit risk exposures.”

FDICIA

FDICIA directs each federal bank regulatory agency to prescribe standards for depository institutions and depository institution holding companies
relating to internal controls, information systems, internal audit systems, loan documentation, credit underwriting, interest rate exposure, asset growth
composition, a maximum ratio of classified assets to capital, minimum earnings sufficient to absorb losses, a minimum ratio of market value to book value
for publicly traded shares, safety and soundness, and such other standards as the federal bank regulators deem appropriate.

Enforcement Policies and Actions

The Federal Reserve and the OCC monitor compliance with laws and regulations. The CFPB monitors compliance with laws and regulations
applicable to consumer financial products and services. Violations of laws and regulations, or other unsafe and unsound practices, may result in these
agencies imposing fines, penalties and/or restitution, cease and desist orders, or taking other formal or informal enforcement actions. Under certain
circumstances, these agencies may enforce similar remedies directly against officers, directors, employees and others participating in the affairs of a bank
or bank holding company, including fines, penalties and the recovery, or claw-back, of compensation.

Effect of Governmental Monetary Policies

The commercial banking business is affected not only by general economic conditions, but also by the monetary policies of the Federal Reserve.
Changes in the discount rate on member bank borrowing, availability of borrowing at the “discount window,” open market operations, changes in the Fed
Funds target interest rate, the imposition of changes in reserve requirements against member banks’ deposits and assets of foreign banking centers and the
imposition of and changes in reserve requirements against certain borrowings by banks and their affiliates are some of the instruments of monetary policy
available to the Federal Reserve. These monetary policies are used in varying combinations to influence overall growth and distributions of bank loans,
investments and deposits, which may affect interest rates charged on loans or paid on deposits. The monetary policies of the Federal Reserve have had a
significant effect on the operating results of commercial banks and are expected to continue to do so in the future.

30



Table of Contents

The Federal Reserve’s policies are primarily influenced by the dual mandate of price stability and full employment, and to a lesser degree by short-term and
long-term changes in the international trade balance and in the fiscal policies of the U.S. Government. Future changes in monetary policy and the effect of
such changes on our business and earnings in the future cannot be predicted.

FDIC Insurance Assessments

Our deposit accounts are currently insured by the Deposit Insurance Fund generally up to a maximum of $250,000 per separately insured depositor. We
pay deposit insurance assessments to the Deposit Insurance Fund, which are determined through a risk-based assessment system. Under the current system,
deposit insurance assessments are based on a bank’s assessment base, which is defined as average total assets minus average tangible equity. For
established small institutions (i.e., total consolidated assets of less than $10 billion), such as the Bank, the FDIC sets deposit assessment rates based on the
Financial Ratios Method, which takes into account several ratios that reflect leverage, asset quality, and earnings at each individual institution and then
applies a pricing multiplier that is the same for all institutions. An institution’s rate must be within a certain minimum and a certain maximum, and the
range varies based on the institution’s composite CAMELS rating. The deposit insurance assessment is calculated by multiplying the bank’s assessment
base by the total base assessment rate.

All FDIC-insured institutions have been required to pay assessments to the FDIC at a current annual rate of approximately five tenths of a basis point
of its assessment base to fund interest payments on bonds issued by the Financing Corporation, or FICO, an agency of the federal government established
to recapitalize the predecessor to the Savings Association Insurance Fund. The last of the FICO bonds matured in 2019. The FDIC made its final collection
of the assessment for these bonds in March 2019. FDIC-insured institutions accordingly are no longer required to pay the FICO bond assessment.

Under the Federal Deposit Insurance Act, the FDIC may terminate deposit insurance upon a finding that the institution has engaged in unsafe and
unsound practices, is in an unsafe or unsound condition to continue operations, or has violated any applicable law, regulation, rule, order or condition
imposed by the FDIC.

Lending Practices

The federal bank regulators released guidance in 2006 on “Concentrations in Commercial Real Estate Lending” (the “CRE Guidance”). The guidance
defines CRE loans as exposures secured by raw land, land development and construction (including 1-4 family residential construction), multi-family
property, and non-farm nonresidential property where the primary or a significant source of repayment is derived from rental income associated with the
property (that is, loans for which 50% or more of the source of repayment comes from third party, non-affiliated, rental income) or the proceeds of the sale,
refinancing, or permanent financing of this property. Loans to REITs and unsecured loans to developers that closely correlate to the inherent risks in CRE
markets would also be considered CRE loans under the guidance. Loans on owner occupied CRE are generally excluded.

The CRE Guidance requires that appropriate processes be in place to identify, monitor and control risks associated with real estate lending
concentrations. This could include enhanced strategic planning, CRE underwriting policies, risk management, internal controls, portfolio stress testing and
risk exposure limits as well as appropriately designed compensation and incentive programs. Higher allowances for loan losses and capital levels may also
be required. The guidance is triggered when either:

»  Total reported loans for construction, land development, and other land of 100% or more of a bank’s total risk-based capital; or

»  Total reported loans secured by multifamily and nonfarm nonresidential properties and loans for construction, land development, and other land

are 300% or more of a bank’s total risk-based capital.
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The Bank monitors its concentration of CRE loans and its relationship to its Total Risk-based Capital. The following table depicts the exposure for the last
three years ending December 31, 2019, 2018 and 2017:

(in thousands, except percentages) 2019 2018 2017
Commercial real estate (CRE)

Nonowner occupied $ 1,891,802 $ 1,809,356 $ 1,713,104
Multi-family residential 801,626 909,439 839,709
Land development and construction loans 278,688 326,644 406,940
Total CRE $ 2,972,116  $ 3,045,439 $ 2,959,753
% of risk-based capital 353.27% 344.61% 334.11%
% of total loans 51.74% 51.44% 48.79%
Land development and construction loans $ 278,688 $ 326,644 $ 406,940
% of risk-based capital 33.13% 36.96% 45.94%
% of total loans 4.85% 5.52% 6.71%
Total risk-based capital $ 841,305 $ 883,746 $ 885,855
Total loans $ 5,744,339 $ 5,920,175  $ 6,066,225

We have always had significant exposures to loans secured by CRE due to the nature of our markets. We believe our long term experience in CRE
lending, underwriting policies, internal controls, and other policies currently in place, as well as our loan and credit monitoring and administration
procedures, are generally appropriate to manage our concentrations as required under the guidance.

The federal bank regulators continue to look at the risks of various assets and asset categories and risk management. In December 2015, the federal
bank regulators issued the Interagency Statement on Prudent Risk Management for Commercial Real Estate Lending to highlight prudent risk management
practices, within existing guidance, that regulated financial institutions should implement along with maintaining capital levels commensurate with the
level and nature of their CRE concentration risk, especially where a bank has a sharp increase in CRE loans or significant concentrations of CRE secured
by a particular property type.

In 2013, the Federal Reserve and other banking regulators issued their “Interagency Guidance on Leveraged Lending” highlighting standards for
originating leveraged transactions and managing leveraged portfolios, as well as requiring banks to identify their highly leveraged transactions, or HLTs.
The Bank adjusted its lending practices to conform to this guidance. Beginning September 30, 2017 the Company updated application of the definition of
HLT to include unfunded commitments as part of the leverage ratio calculation. As of December 31, 2019, syndicated loans that financed HLTs totaled
$35.7 million, or 0.6% of total loans, compared to $207.7 million, or 3.51% of total loans, as of December 31, 2018 and $141.3 million, or 2.33% of total
loans, as of December 31, 2017. The Government Accountability Office issued a statement on October 23, 2017 that this guidance constituted a “rule” for
purposes of the Congressional Review Act, which provides Congress with the right to review the guidance and issue a joint resolution for signature by the
President disapproving it. No such action was taken, and instead, the federal bank regulators issued a September 11, 2018 “Statement Reaffirming the Role
of Supervisory Guidance.” This Statement indicated that guidance does not have the force or effect of law or provide the basis for enforcement actions, and
that guidance can outline supervisory agencies’ views of supervisory expectations and priorities, and appropriate practices.

Other Dodd-Frank Act Provisions

In addition to the capital, liquidity and FDIC deposit insurance changes discussed above, some of the provisions of the Dodd-Frank Act that we believe
may affect us are set forth below.
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Financial Stability Oversight Council

The Dodd-Frank Act created the Financial Stability Oversight Council, or FSOC, which is chaired by the Secretary of the Treasury and composed of
representatives from various financial services regulators. The FSOC has responsibility for identifying risks and responding to emerging threats to financial
stability.

Executive Compensation

The Dodd-Frank Act provides shareholders of all public companies with a say on executive pay. Under the Dodd-Frank Act, each company must give
its shareholders the opportunity to vote on the compensation of its executives, on a non-binding advisory basis, at least once every three years. The Dodd-
Frank Act also adds disclosure and voting requirements for golden parachute compensation that is payable to named executive officers in connection with
sale transactions.

The SEC is required under the Dodd-Frank Act to issue rules obligating companies to disclose in proxy materials for annual shareholders meetings,
information that shows the relationship between executive compensation actually paid to their named executive officers and their financial performance,
taking into account any change in the value of the shares of a company’s stock and dividends or distributions. The Dodd-Frank Act also provides that a
company’s compensation committee may only select a consultant, legal counsel or other advisor on matters of compensation after taking into consideration
factors to be identified by the SEC that affect the independence of a compensation consultant, legal counsel or other advisor.

Section 954 of the Dodd-Frank Act added section 10D to the Exchange Act. Section 10D directs the SEC to adopt rules prohibiting a national
securities exchange or association from listing a company unless it develops, implements, and discloses a policy regarding the recovery or “claw-back” of
executive compensation in certain circumstances. The policy must require that, in the event an accounting restatement due to material noncompliance with
a financial reporting requirement under the federal securities laws, we will recover from any current or former executive officer any incentive-based
compensation (including stock options) received during the three year period preceding the date of the restatement, which is in excess of what would have
been paid based on the restated financial statements. There is no requirement of wrongdoing by the executive, and the claw-back is mandatory and applies
to all executive officers. Section 954 augments section 304 of the Sarbanes-Oxley Act, which requires the Chief Executive Officer and Chief Financial
Officer to return any bonus or other incentive or equity-based compensation received during the 12 months following the date of similarly inaccurate
financial statements, as well as any profit received from the sale of employer securities during the period, if the restatement was due to misconduct. Unlike
section 304, under which only the SEC may seek recoupment, the Dodd-Frank Act requires us to seek the return of compensation.

The SEC adopted rules in September 2013 to implement pay ratios pursuant to Section 953 of the Dodd-Frank Act, beginning with fiscal year 2017
annual reports and proxy statements. The SEC proposed Rule 10D-1 under Section 954 on July 1, 2015 which would direct the Nasdaq Stock Market and
the other national securities exchanges to adopt listing standards requiring companies to adopt policies requiring executive officers to pay back erroneously
awarded incentive-based compensation. In February 2017, the acting SEC Chairman indicated interest in reconsidering the pay ratio rule.

The Dodd-Frank Act, Section 955, requires the SEC, by rule, to require that each company disclose in the proxy materials for its annual meetings
whether an employee or board member is permitted to purchase financial instruments designed to hedge or offset decreases in the market value of equity
securities granted as compensation or otherwise held by the employee or board member. The SEC proposed implementing rules in February 2015, though
the rules have not been implemented to date.
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Section 956 of the Dodd-Frank Act prohibits incentive-based compensation arrangements that encourage inappropriate risk taking by covered financial
institutions, are deemed to be excessive, or that may lead to material losses. On June 21, 2010, the federal bank regulators adopted guidance on Sound
Incentive Compensation Policies, which, although targeted to larger, more complex organizations than us, include principles that have been applied to
smaller organizations similar to us. This guidance applies to incentive compensation to executives as well as employees, who, “individually or a part of a
group, have the ability to expose a banking organization to material amounts of risk.” Incentive compensation should:

+ provide employees incentives that appropriately balance risk and reward;
*  be compatible with effective controls and risk-management; and
»  be supported by strong corporate governance, including active and effective oversight by the organization’s board of directors.

The federal bank regulators, the SEC and other regulators proposed regulations implementing Section 956 in April 2011, which would have been
applicable to, among others, depository institutions and their holding companies with $1 billion or more in assets. An advance notice of a revised proposed
joint rulemaking under Section 956 was published by the financial services regulators in May 2016, but these rules have not been adopted. In early 2019, it
was reported that the federal banking regulators were reviving efforts to implement these rules, however no new proposals have been issued nor have the
2016 proposed rules become effective.

As an emerging growth company, we are eligible to take advantage of exemptions to some of the requirements detailed above that are imposed upon us
as a public company, including, but not limited to, reduced disclosure obligations regarding executive compensation in our periodic reports and proxy
statements, exemptions from the requirement to provide information on the relationship between executive compensation actually paid to our named
executive officers and our financial performance, exemptions from the requirement to disclose the ratio of our Chief Executive Officer pay to the pay of our
median employee, and exemptions from the requirements of holding a non-binding advisory vote on executive compensation and shareholder approval of
any golden parachute payments not previously approved.

Debit Card Interchange Fees

The “Durbin Amendment” to the Dodd-Frank Act requires that interchange transaction fees for electronic debit transactions be “reasonable” and
proportional to certain costs associated with processing the transactions. The Federal Reserve established standards for assessing whether interchange fees
are reasonable and proportional, which a Federal District Court ruling challenged. The decision in NACS v. Board of Governors of the Federal Reserve
System, was reversed by the District of Columbia Circuit Court of Appeals in 2014 and the Supreme Court declined to hear an appeal on January 20, 2015.
The Durbin Amendment is applicable to banking organizations with assets over $10 billion.

As a subsidiary of the Former Parent, we were subject to the Durbin Amendment interchange rules since the Former Parent had consolidated assets
over $10 billion. As a result of not being controlled by the Former Parent after 2018, we are not subject to the Federal Reserve’s Durbin Amendment limits
on interchange.

Derivatives
The Dodd-Frank Act regulates the U.S. market for swaps and other over-the counter derivatives, including strict capital and margin requirements,
central clearing of standardized over-the-counter derivatives, and heightened supervision of over-the-counter derivatives dealers and major market

participants. These rules likely have increased the costs and collateral required to utilize derivatives, that we may determine are useful to reduce our interest
rate and other risks.
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Other

The Dodd-Frank Act required over 200 rulemakings and a significant number of studies. Many of these rules and studies have been completed.
Generally, the Dodd-Frank Act and the related rules are complex, have increased our compliance costs, as well as costs imposed on the markets and on
others with whom we do business. Many of the rules still lack authoritative interpretative guidance from the applicable government agencies.

Other Legislative and Regulatory Changes

Various legislative and regulatory proposals, including changes in banking, and the regulation of banks, and other depositories and financial
institutions, compensation, and the regulation of financial markets and their participants and financial instruments, and the regulators of all of these, as well

as the taxation of these entities, are being considered by the executive branch of the federal government, Congress and various state governments.

The 2018 Growth Act, which was enacted on May 24, 2018, amended the Dodd-Frank Act, the BHC Act, the Federal Deposit Insurance Act and other
federal banking and securities laws to provide regulatory relief in these areas:

+ consumer credit and mortgage lending;

*  capital requirements;

*  Volcker Rule compliance;

+  stress testing and enhanced prudential standards; and

+ capital formation.

The following provisions of the 2018 Growth Act may be especially helpful to banks of our size:

*  “qualifying community banks,” defined as institutions with total consolidated assets of less than $10 billion, which meet a “community bank
leverage ratio” of 8.00% to 10.00%, may be deemed to have satisfied applicable risk based capital requirements as well as the capital ratio

requirements;

» section 13(h) of the BHC Act, or the “Volcker Rule,” is amended to exempt from the Volcker Rule, banks with total consolidated assets valued at
less than $10 billion, and trading assets and liabilities comprising not more than 5.00% of total assets;

»  “reciprocal deposits” will not be considered “brokered deposits” for FDIC purposes, provided such deposits do not exceed the lesser of $5 billion
or 20% of the bank’s total liabilities; and

» the consolidated asset threshold at which company-run stress tests are required increased from $10 billion to $250 billion, and the consolidated
asset threshold for mandatory risk committees increased from $10 billion to $50 billion.
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On October 29, 2019, the Federal Banking Agencies issued final rules that provide a simple measure of capital adequacy for certain community
banking organizations, consistent with section 201 of the 2018 Growth Act. Under this rule, depository institutions and depository institution holding
companies that have less than $10 billion in total consolidated assets and meet other qualifying criteria, including a tier 1 leverage ratio of greater than 9
percent, are considered qualifying community banking organizations and are eligible to opt into the community bank leverage ratio framework, or CBLR.
Qualifying community banking organizations that elect to use the CBLR framework and that maintain a leverage ratio of greater than 9 percent are
considered to have satisfied the risk-based and leverage capital requirements in the regulatory generally applicable capital rule. Additionally, such insured
depository institutions will be considered to have met the well-capitalized ratio requirements for purposes of section 38 of the Federal Deposit Insurance
Act. The CBLR will first be available for eligible banking organizations to use in their March 31, 2020 Call Report or Form FR Y-9C. The Company and
the Bank currently expect to opt out of this framework.

On July 22, 2019, the Federal Regulatory agencies published changes affecting the Volcker Rule. Under the new rules, community banks that have
total consolidated assets equal to $10 billion or less and total trading assets and liabilities equal to 5 percent or less of total consolidated assets are generally
exempt from the Volcker rule.

London Inter-Bank Offered Rate (LIBOR)

We have contracts, including loan agreements, which are currently indexed to LIBOR. The use of LIBOR as a reference rate in the banking industry is
beginning to decline. In 2014, a committee of private-market derivative participants and their regulators, the Alternative Reference Rate Committee, or
ARRC, was convened by the Federal Reserve to identify an alternative reference interest rate to replace LIBOR. In June 2017, the ARRC announced the
Secured Overnight Funding Rate, or SOFR, a broad measure of the cost of borrowing cash overnight collateralized by Treasury securities, as its preferred
alternative to LIBOR. In July 2017, the Chief Executive of the United Kingdom Financial Conduct Authority, which regulates LIBOR, announced its
intention to stop persuading or compelling banks to submit rates for the calculation of LIBOR to the administrator of LIBOR after 2021. In April 2018, the
Federal Reserve Bank of New York began to publish SOFR rates on a daily basis. The International Swaps and Derivatives Association, Inc. provided
guidance on fallback contract language related to derivative transactions in late 2019. In December of 2019, the Asset/Liability Management Committee
appointed a team charged with the responsibility of monitoring developments related to the proposed alternative reference interest rates to replace LIBOR
and guide the organization through the potential discontinuation of LIBOR.

Income Taxes

We are subject to income taxes at the federal level and subject to state taxation based on the laws of each state in which we operate. We file a
consolidated federal tax return with a fiscal year ending on December 31. On December 22, 2017, the United States enacted tax reform legislation pursuant
to H.R.1, known as the Tax Cuts and JOBS Act of 2017 (the “2017 Tax Act”) resulting in significant modifications to existing law. The lower corporate tax
rate is expected to be a significant ongoing benefit to us in future periods.

Available Information

We maintain a website at the address www.amerantbank.com. On our website, you can access, free of charge, our reports on Forms 10-K, 10-Q and 8-
K, as well as proxy statements on Schedule 14A and amendments to the materials. Materials are available online as soon as practicable after we file them
with the SEC. Additionally, the SEC maintains a website at the address www.sec.gov that contains the information we file or furnish electronically with the

SEC. The information contained on our website is not incorporated by reference in, or considered part of, this Annual Report on Form 10-K.
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Information about our Executive Officers

Millar Wilson. Mr. Wilson, age 67, has served as Chief Executive Officer of the Company and the Bank since 2009 and as the Vice-Chairman of the
Company and the Bank since 2013 and as a director since 1987. Mr. Wilson also served as an alternate director for the Former Parent from 2015 to 2017.
As part of his responsibilities as Chief Executive Officer, Vice-Chairman and director, Mr. Wilson oversees the Company’s human resources and legal
activities. Under his leadership, the Bank has grown from $6.0 to $8.0 billion in assets. Mr. Wilson served in various roles with the Former Parent for over
40 years, including as Executive Director of International Business of the Former Parent from 2013 until January 2018. Mr. Wilson served as a member of
the board of directors of the Federal Reserve Bank of Atlanta, Miami Branch from 2013 to 2018, as a member of the board of directors of Enterprise
Florida, Inc. from 2009 to 2013, as chairman of the board of directors of the American Red Cross of Greater Miami and the Keys from 2001 to 2002 and as
a director and treasurer of the Miami Dade College Foundation from 1999 to 2004. Mr. Wilson is a graduate of Bradford University, England and the
Harvard Business School Management Development Program.

Alberto Peraza. Mr. Peraza, age 60, was appointed as the Co-President and Chief Financial Officer in February 2018. Mr. Peraza provides support and
guidance to the Chief Executive Officer on the execution of the business strategy. He directly manages all finance areas, including treasury, accounting,
budgeting, tax and reporting. He is also responsible for investor and public relations. Mr. Peraza served in various roles with us since 1992, including as
President and Chief Operating Officer of the Bank from 2013 to 2018, Chief Financial Officer of the Bank from 1995 to 2013 and Corporate Secretary of
the Bank from 1998 to 2004. Mr. Peraza previously served in various finance management roles at Southeast Bank from 1980 to 1991 and Wells Fargo &
Company from 1991 to 1992. Mr. Peraza has been a member of the board of directors of Habitat for Humanity of Greater Miami since 2014 and was a
member of the Board of Directors of the Florida Bankers Association from 2010 to 2013 and the Coral Gables Chamber of Commerce from 2013 to 2016.
Mr. Peraza is a graduate of Florida International University and the Vanderbilt University Owen Graduate School of Management’s Banking Program.

On March 4, 2020, the Company announced (i) the resignation of Mr. Peraza as Co-President and Chief Financial Officer and (ii) the appointment of
Carlos Iafigliola as interim Chief Financial Officer, effective March 16, 2020.

Carlos Idfigliola. Mr. Iafigliola, age 43, joined Amerant in 2004, serving in various management positions in the Treasury area, including most
recently as Senior Vice President and Treasury Manager since 2015. In this capacity, he has been responsible for balance sheet management and overall
supervision of the Company’s treasury functions, including management of the investment portfolio, professional funding, and relationships with
regulatory agencies and financial markets participants. Mr. Iafigliola chairs the Finance Committee and is a member of the Asset-Liability Committee.
M. Iafigliola earned a degree in Economics from Andres Bello Catholic University in Caracas, Venezuela in 1998 and a Masters in Finance from Instituto
de Estudios Superiores de Administracién (IESA) in 2003.

Alfonso Figueredo. Mr. Figueredo, age 58, was appointed as the Co-President and Chief Operating Officer in February 2018. Mr. Figueredo is
responsible for all the day-to-day business operations and administration activities, including operations & technology, credit services & administration,
digital transformation, and data management. Mr. Figueredo served in various roles with the Former Parent since 1988, including as Executive Vice
President of Operations & Administration from 2015 to 2018 and Chief Financial Officer from 2008 to 2015. Previously, he held various management
positions in finance from 1988 to 2008, including as Corporate Controller. Prior to joining the Former Parent, he worked at PricewaterhouseCoopers in
Caracas, Venezuela from 1981 to 1988. Mr. Figueredo served as President of the Bank Controllers Committee of the Venezuela Banking Association
(ABV) from 2000 to 2005 and as a member of the Venezuelan-German Chamber of Commerce from 2012 to 2015. He received a degree in accounting and
his MBA from Andres Bello Catholic University in Caracas, Venezuela.
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Miguel Palacios. Mr. Palacios, age 51, was appointed as the Executive Vice President and Chief Business Officer in February 2018. Mr. Palacios is
responsible for implementing our corporate strategies, managing the business units, and establishing performance and production targets to achieve our
financial objectives. Mr. Palacios is responsible for products & channels. He has held various roles since joining the Bank in 2005, including as Executive
Vice President and Domestic Personal and Commercial Manager from 2012 to 2018, Special Assets Manager from 2009 to 2012 and Corporate
International-LLATAM Manager from 2005 to 2009. Mr. Palacios also served in various roles with the Former Parent from 1992 to 2004. Mr. Palacios
graduated with a degree in Business Administration from Jose Maria Vargas University.

Alberto Capriles. Mr. Capriles, age 52, was appointed as the Executive Vice President in February 2018 and has been the Chief Risk Officer since
2016. Mr. Capriles is responsible for all enterprise risk management oversight, including credit, market, operational and information security risk,
BSA/AML and consumer compliance. Mr. Capriles served in various roles with the Former Parent since 1995, including as Corporate Treasurer from 2008
to 2015, head of Corporate Market Risk Management from 1999 to 2008, and as Corporate Risk Specialist from 1995 to 1999, where he led the project to
implement the Former Parent’s enterprise risk management model. Prior to joining the Former Parent, Mr. Capriles served as a foreign exchange trader
with the Banco Central de Venezuela (Venezuelan Central Bank) from 1989 to 1991. Mr. Capriles has also served as a Professor in the Economics
Department at the Andres Bello Catholic University from 1996 to 2008. Mr. Capriles graduated with a degree in Economics from the Andres Bello
Catholic University, and earned a master’s degree in International Development Economics from Yale University, and a MBA from the Massachusetts
Institute of Technology.

Jorge Trabanco. Mr. Trabanco, age 59, was appointed as the Chief Accounting Officer in April 2018. Mr. Trabanco is responsible for managing
financial risk, financial and SEC reporting. Mr. Trabanco has served in various roles with us since 2004, including as Chief Financial Officer of the Bank
from 2013 to 2018 and Vice President and Financial Reporting Manager of the Bank from 2004 to 2013. Prior to joining us, Mr. Trabanco served in various
management and accounting positions at Banco Santander Central Hispano S.A. (now Banco Santander S.A.) from 1992 to 2004, including as Vice
President and Finance Director from 2003 to 2004, Controller from 2000 to 2002, and Senior Accountant from 1992 to 1998. Mr. Trabanco graduated from
St. Thomas University in 1986 with a master’s degree in accounting and became a Certified Public Accountant in 1988. He is a member of the Florida
Institute of Certified Public Accountants, American Institute of Certified Public Accountants, and Cuban-American Certified Public Accountants
Association.
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Item 1A. RISK FACTORS

We are subject to risks potentially impacting our business, financial conditions, results of operations and cash flows. Any of the following risks could
harm our strategic plan, business, results of operations, liquidity and financial condition and the value of an investment in our stock. In evaluating us and
our business and making or continuing an investment in our stock, you should carefully consider the risks described below as well as other information
contained in this Form 10-K and any risk factors and uncertainties discussed in our other public filings with the SEC under the caption “Risk Factors”. We
may face other risks that are not contained in this Form 10-K, including additional risk that are not presently known, or that we presently deem immaterial.
This Form 10-K and the risks discussed below also include forward-looking statements, and our actual results may differ substantially from those discussed
in such forward-looking statements. Please refer to the section in this Form 10-K titled “Cautionary Note Regarding Forward-Looking Statements” for
additional information regarding forward-looking statements.

Risks Related to Our Business
Our strategic plan and growth strategy may not be achieved as quickly or as fully as we seek.

We have adopted and are in the process of implementing our strategic plan to simplify our business model and focus our activities as a community
bank serving our domestic customers and select foreign depositors and wealth management customers. Our plan includes a focus on profitable growth,
cross selling to gain a larger share of our respective customers' business, core deposit generation, loan growth in our local markets, changes in loan mix to
higher margin loans, improving our customer experience, improving our business and operational processes, and achieving operating efficiencies and cost
reductions. Our strategic plan includes significant changes, which may require certain changes in our culture and personnel. We seek to identify and serve
our customers' needs better and more broadly, including our valued foreign customers. We have significantly reduced our international lending activities,
while seeking higher margin domestic lending opportunities in our markets.

The strategic plan's technology changes and systems conversions involve execution risk and other risks. Our plans may take longer than we anticipate
to implement, and the results we achieve may not be as successful as we seek, all of which could adversely affect our business, results of operations, and
financial condition. Many of these factors, including interest rates, are not within our control. Additionally, the results of our strategic plan are subject to
the other risks described herein that affect our business, which include:

*  Our focus on domestic lending in highly competitive markets may not meet our objectives, and may pose additional or other risks than low margin
loans to foreign financial institutions.

*  Our funding has depended on foreign deposits and we may not be able to replace lost low cost foreign deposits with domestic deposits with similar
costs and long-term customer relationships.

*  Our business strategy includes growth plans, and our financial condition and results of operations could be negatively affected if we fail to grow or
fail to manage our growth effectively.

»  The benefits from our technology investments may take longer than expected to be realized and may not be as large as expected, or may require
additional investments.

»  If we are unable to reduce our cost structure, we may not be able to meet our profitability objectives.
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*  Our strategic plan may take longer than anticipated to execute, benefits may be more expensive to implement than is currently anticipated, and
otherwise may achieve less than we expect, any of which could adversely affect our business growth, results of operations and financial
conditions.

*  Our wealth management business currently relies heavily on our Venezuelan customers. Our strategic plan for expanding our wealth management
business to U.S.-based customers, in this highly competitive business, may not be as successful as we anticipate.

*  All our market and customer initiatives are being made in highly competitive markets.

*  Any significant unanticipated or unusual charges, provisions or impairments, including as a result of any legal proceedings or industry regulatory
changes, could adversely affect our ability to implement or realize the expected results of the strategic plan.

Operational risks are inherent in our businesses.

Operational risks and losses can result from internal and external fraud; gaps or weaknesses in our risk management or internal audit procedures; errors
by employees or third-parties; failure to document transactions properly or to obtain proper authorization; failure to comply with applicable regulatory
requirements and conduct of business rules in the various jurisdictions where we do business or have customers; failures in the models we generate and rely
on to make decisions; equipment failures, including those caused by natural disasters or by electrical, telecommunications or other essential utility outages;
business continuity and data security system failures, including those caused by computer viruses, cyberattacks, unforeseen problems encountered while
implementing major new computer systems, upgrades to existing systems or inadequate access to data or poor response capabilities in light of such
business continuity and data security system failures; or the inadequacy or failure of systems and controls, including those of our suppliers or
counterparties. The Bank is pursuing actions toward improving its operational efficiency, which includes process automation and organizational
realignment that could bring potential increased operational risk. Additionally, providing services outside the U.S. to non-U.S. persons may involve greater
complexity and risks than providing such services in our primary U.S. markets. Although we have implemented risk controls and loss mitigation actions,
and substantial resources are devoted to developing efficient procedures, identifying and rectifying weaknesses in existing procedures and training staff,
there is no assurance that such actions will be effective in controlling all of the operational risks faced by us.
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Market conditions and economic cyclicality may adversely affect our industry.

We are exposed to downturns in the U.S. economy and market conditions generally. We believe the following, among other things, may affect us in
2020 and beyond:

*  We expect to face continued high levels of regulation of our industry as a result of the Dodd-Frank Wall Street Reform and Consumer Protection
Act of 2010, or the Dodd-Frank Act, related rulemaking and other initiatives by the U.S. government and its regulatory agencies, including the
Consumer Financial Protection Bureau, or the CFPB. Compliance with such laws and regulations may increase our costs, reduce our profitability,
and limit our ability to pursue business opportunities and serve customers’ needs. The Economic Growth, Regulatory Relief, and Consumer
Protection Act of 2018, or the 2018 Growth Act, various pending bills in Congress and statements by our regulators may offer some regulatory
relief for banking organizations of our size. We believe that comprehensive regulatory relief will be slow and contentious. We are uncertain about
the scope, nature and timing of any regulatory relief, and its effect on us, if any.

*  Market developments, including employment and price levels, stock market volatility and declines, and tax changes, may affect consumer
confidence levels from time to time in different directions, and may cause adverse changes in payment behaviors and payment rates, causing
increases in delinquencies and default rates, which could affect our charge-offs and provisions for credit losses.

»  Despite having one of the lowest unemployment rates in the history, the U.S. Economy is not showing significant GDP growth or inflationary
pressures. Extreme market events like disruptions in global method of payments due to prolonged and severe weather conditions, insolvency of
large market participants, outbreak of life threatening epidemics or pandemics (including but not limited to the novel Coronavirus, or COVID-19),
default in payments of systemically important financial institutions, or organized acts of terrorism with high impact over several interconnected
financial markets, may trigger unexpected and significant decreases in interest rates by the Federal Reserve or other Central Banks to correct
market distortions and/or provide sufficient liquidity to market participants. In addition, trade conflicts between the U.S. and China, Brexit and
other geopolitical events have created specific shocks to financial markets. The Federal Reserve decreased its benchmark interest rate three times
in 2019 and another 50 basis points more recently in 2020 in the first between-meetings move since the financial crisis. These decreases have
brought the benchmark interest rate from 2.50% at the close of 2018 to 1.25% at the filing of this Form 10-K.

*  Our ability to assess the creditworthiness of our customers and those we do business with, and to estimate the values of our assets and collateral
for loans may be impaired if the models and approaches we use become less predictive of future behaviors and valuations. The process we use to
estimate losses inherent in our credit exposure, or estimate the value of certain assets, requires difficult, subjective, and complex judgments,
including forecasts of economic conditions and how those economic predictions might affect the ability of our borrowers to repay their loans or
the value of assets.

*  The 2017 Tax Act substantially limits the deductibility of all state and local taxes for U.S. taxpayers, including property taxes, and lowers the cap
on the amount of primary and secondary residential mortgage indebtedness for which U.S. taxpayers may deduct interest. These changes, with or
without increases in interest rates, generally, could have adverse effects on home sales, the volume of new mortgage and home equity loans and
the values and saleability of residences held as collateral for loans.

*  Our ability to borrow from and engage in other business with other financial institutions on favorable terms, or at all, could be adversely affected

by disruptions in the capital markets or other events, including, among other things, investor expectations and changes in regulations in the U.S.
and foreign markets.
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»  Failures of other financial institutions in our markets and increasing consolidation of financial services companies as a result of market conditions
could increase our deposits and assets and necessitate additional capital, and could have unexpected adverse effects upon us and our business.

*  The “Volcker Rule,” including final regulations adopted in December 2013, may affect us adversely by reducing market liquidity and securities
inventories at those institutions where we buy and sell securities for our portfolio and increasing the bid-ask spreads on securities we purchase or
sell. These rules have decreased the range of permissible investments, such as certain collateralized loan obligation interests, which we could
otherwise use to diversify our assets and for asset/liability management. The 2018 Growth Act removed Volcker Rule restrictions on banks under
$10 billion in assets, and the federal banking agencies finalized a rule with required compliance by January 1, 2021, that simplifies and tailors
compliance requirements relating to the Volcker Rule. See “Supervision and Regulation-Other Legislative and Regulatory Changes.”

Our profitability and liquidity may be affected by changes in interest rates and interest rate levels, the shape of the yield curve and economic
conditions.

Our profitability depends upon net interest income, which is the difference between interest earned on assets, such as loans and investments, and
interest expense on interest-bearing liabilities, such as deposits and borrowings. Net interest income will be adversely affected by market interest rate
changes where the interest we pay on deposits and borrowings increases faster than the interest earned on loans and investments. Interest rates, and
consequently our results of operations, are affected by general economic conditions (domestic and international) and fiscal and monetary policies, as well
as expectations of these rates and policies, and the shape of the yield curve.

Our balance sheet is asset sensitive. Therefore, a decrease in interest rates or a flattening or inversion of the yield curve could adversely affect us,
generally. In addition, in declining rate environments, we may experience a significant number of loan prepayments and replacement loans may be priced at
a lower rate generating a decrease in our net interest income.

The production of mortgages and other loans and the value of collateral securing our loans, are dependent on demand within the markets we serve, as
well as interest rates. Increases in interest rates generally decrease the market values of fixed-rate, interest-bearing investments and loans held, the value of
mortgage and other loans produced, including long term fixed-rate loans and the value of loans sold, mortgage loan activities and the collateral securing our
loans, and therefore may adversely affect our liquidity and earnings, to the extent not offset by potential increases in our NIM.

Our cost of funds may increase as a result of general economic conditions, interest rates, inflation and competitive pressures.

Our cost of funds may increase as result of competitive pressures in the markets we operate, liquidity pressures in wholesale funding and inflationary
pressures coming from the performance of the economy. Traditionally, we have obtained funds principally through deposits, including deposits from
foreign persons, and borrowings from other institutional lenders. Generally, we believe deposits are a cheaper and more stable source of funds than
borrowings because interest rates paid for deposits are typically lower than interest rates charged for borrowings from other institutional lenders. We expect
that our future growth will depend on our ability to retain and grow a strong, low-cost deposit base from U.S. domiciled persons. Increases in interest rates
could also cause consumers to further shift their funds to more interest bearing instruments and to increase the competition for funds. If customers reduce
the mix of their interest bearing and noninterest bearing deposits, or move money to higher rate deposits or other interest bearing assets offered by
competitors or from transaction deposits to higher interest bearing time deposits, we could lose a relatively low cost source of funds, increasing our funding
costs and reducing our net interest income and net income. Additionally, any such loss of funds could result in lower loan originations and growth, which
could materially and adversely affect our results of operations and financial condition, including liquidity. See “Supervision and Regulation—Fiscal and
Monetary Policy.”
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Many of our loans and our obligations for borrowed money are priced based on variable interest rates tied to the London Interbank Offering
Rate, or LIBOR. We are subject to risks that LIBOR will no longer be available as a result of the United Kingdom’s Financial Conduct Authority
ceasing to require the submission of LIBOR quotes after 2021.

The anticipated cessation of LIBOR quotes after 2021 creates substantial risks to the banking industry, including us. Unless alternative rates can be
negotiated and determined, our floating rate loans, funding and derivative obligations that specify the use of a LIBOR index, will no longer adjust and may
become fixed rate instruments at the time LIBOR ceases to exist. This would adversely affect our asset/liability management and could lead to more asset
and liability mismatches and interest rate risk unless appropriate LIBOR alternatives are developed. It could also cause confusion that could disrupt the
capital and credit markets as a result of confusion or uncertainty.

Several regulators, including the Federal Reserve, and other market participants in the U.S. and other countries have sponsored initiatives aimed at (a)
transitioning to alternative reference rates and (b) addressing risks in legacy contracts language given the possibility that LIBOR might cease being
published. In spite of progress made by regulators and market participants to prepare for the discontinuation of LIBOR, uncertainties still remain; including
whether replacement benchmark rates will become a market standard that replaces LIBOR, and if so, its effects on the terms of any transaction or financial
instrument, our customers, or our future results of operations or financial condition.

The expected discontinuance in LIBOR may also affect interest rate hedges and result in certain of these becoming ineffective and ineligible for hedge
accounting.

Our derivative instruments may expose us to certain risks.

We use, from time to time, derivative instruments to offset current or future changes in cash flows of certain of our advances with the Federal Home
Loan Bank of Atlanta, or FHLB, which we are a member of. In addition, we enter into matched offsetting derivative transactions in order to manage credit
exposure arising from derivative transactions with customers. We may enter into a variety of derivative instruments, including options, futures, forwards,
and interest rate and credit default swaps, with a number of counterparties. Amounts that we expect to collect under current and future derivatives are
subject to counterparty risk. Our obligations under our borrowings are not changed by our hedging activities and we are liable for our obligations even if
our derivative counterparties do not pay us. Such defaults could have a material adverse effect on our financial condition and results of operations.
Substantially all of our derivatives require us to pledge or receive collateral or make payments related to any decline in the net estimated fair value of such
derivatives executed through a specific broker at a clearinghouse or entered into with a specific counterparty on a bilateral basis. In addition, ratings
downgrades or financial difficulties of derivative counterparties may require us to utilize additional capital with respect to the impacted businesses.
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Our valuation of securities and investments and the determination of the amount of impairments taken on our investments are subjective and,
if changed, could materially adversely affect our results of operations or financial condition.

Fixed maturity securities, as well as short-term investments that are reported at estimated fair value, represent the majority of our total investments. We
define fair value generally as the price that would be received in the sale of an asset or paid to transfer a liability. Considerable judgment is often required
in interpreting market data to develop estimates of fair value, and the use of different assumptions or valuation methodologies may have a material effect on
the estimated fair value amounts. During periods of market disruption, including periods of significantly rising or high interest rates, rapidly widening
credit spreads or illiquidity, it may be difficult to value certain of our securities if trading becomes less frequent or market data becomes less observable. In
addition, in times of financial market disruption, certain asset classes that were in active markets with significant observable data may become illiquid. In
those cases, the valuation process includes inputs that are less observable and require more subjectivity and management judgment. Valuations may result
in estimated fair values which vary significantly from the amount at which the investments may ultimately be sold. Further, rapidly changing and
unprecedented credit and equity market conditions could materially affect the valuation of securities in our financial statements and the period-to-period
changes in estimated fair value could vary significantly. Decreases in the estimated fair value of securities we hold may have a material adverse effect on
our financial condition. See “Management’s Discussion and Analysis of Financial Condition and Results of Operations—Critical Accounting Policies and
Estimates.”

The determination of the amount of impairments varies by investment type and is based upon our periodic evaluation and assessment of known and
inherent risks associated with the respective asset class. Such evaluations and assessments are revised as conditions change and new information becomes
available. We reflect any changes in impairments in earnings as such evaluations are revised. However, historical trends may not be indicative of future
impairments. In addition, any such future impairments or allowances could have a materially adverse effect on our earnings and financial position. See
“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Critical Accounting Policies and Estimates.”

Our success depends on our ability to compete effectively in highly competitive markets.

The banking markets in which we do business are highly competitive and our future growth and success will depend on our ability to compete
effectively in these markets. We compete for deposits, loans, and other financial services in our markets with other local, regional and national commercial
banks, thrifts, credit unions, mortgage lenders, trust services providers and securities advisory and brokerage firms. Marketplace lenders operating
nationwide over the internet are also growing rapidly. Many of our competitors offer products and services different from us, and have substantially greater
resources, name recognition and market presence than we do, which benefits them in attracting business. In addition, larger competitors may be able to
price loans and deposits more aggressively than we are able to and have broader and more diverse customer and geographic bases to draw upon. The Dodd-
Frank Act allows others to branch into our markets more easily from other states. Failures of other banks with offices in our markets and small institutions
wishing to sell or merge due to cost pressures could also lead to the entrance of new, stronger competitors in our markets.

Our success depends on general and local economic conditions where we operate.

Our success depends on economic conditions, generally, especially in the geographic markets we serve. The local economic conditions in our markets
have a significant effect on our commercial, real estate and construction loans, the ability of borrowers to repay our loans and the value of the collateral
securing our loans. Adverse changes in economic conditions in the regions where our loans are originated, primarily South Florida, the greater Houston and
Dallas-Fort Worth, Texas areas, and the greater New York City area. Further, our loan production, generally, is subject to seasonality, with the lowest
volume typically in the first quarter of each year. See “Management’s Discussion and Analysis of Financial Condition and Results of Operations—
Financial Condition.”
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Severe weather, natural disasters, global pandemics, acts of war or terrorism, theft, civil unrest, government expropriation or other external
events could have significant effects on our business.

Severe weather and natural disasters, including hurricanes, tornados, earthquakes, fires, droughts and floods, acts of war or terrorism, epidemics and
global pandemics (such as the recent outbreak of the novel coronavirus COVID-19), theft, civil unrest, government expropriation, condemnation or other
external events in the markets where we operate or where our customers live (including Venezuela, which is experiencing civil unrest, a depreciated
currency and hyperinflation) could have a significant effect on our ability to conduct business. Such events could affect the stability of our deposit base,
impair the ability of borrowers to repay outstanding loans, impair the value of collateral securing loans, cause significant property damage, impair
employee productivity, result in loss of revenue and/or cause us to incur additional expenses. Although management has established disaster recovery and
business continuity policies and procedures, the occurrence of any such event could have a material adverse effect on our business, which, in turn, could
have a material adverse effect on our financial condition and results of operations. Our business is mainly concentrated in three markets—South Florida,
the greater Houston, Texas area and the greater New York City area, which may increase our risks from extreme weather. For example, in Fall 2017, both
the greater Houston, Texas area and South Florida were struck by major hurricanes within days of each other.

Defaults by or deteriorating asset quality of other financial institutions could adversely affect us.

We have exposure to many different industries and counterparties, and routinely execute transactions with counterparties in the financial services
industry, including brokers and dealers, central clearinghouses, commercial banks, investment banks, hedge funds and investment funds, our correspondent
banks and other financial institutions. Many of these transactions expose us to credit risk in the event of the default of our counterparty. In addition, with
respect to secured transactions, credit risk may be exacerbated when the collateral held by us cannot be realized or is liquidated at prices insufficient to
recover the full amount of the loan or derivative exposure due to us. We also may have exposure to these financial institutions in the form of unsecured debt
instruments, derivatives and other securities. Further, potential action by governments and regulatory bodies in response to financial crises affecting the
global banking system and financial markets, such as nationalization, conservatorship, receivership and other intervention, whether under existing legal
authority or any new authority that may be created, or lack of action by governments and central banks, as well as deterioration in the banks’
creditworthiness, could adversely affect the value and/or liquidity of these instruments, securities, transactions and investments or limit our ability to trade
with them. Any losses or impairments to the carrying value of these investments or other changes may materially and adversely affect our results of
operations and financial condition.

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

At December 31, 2019 and 2018, our nonperforming loans totaled $32.9 million and $17.8 million, respectively, or 0.6% and 0.3% of total loans,
respectively. In addition, we had other real estate owned (“OREO”) of $42 thousand and $0.4 million at December 31, 2019 and 2018. Our non-performing
assets may adversely affect our net income in various ways. We do not record interest income on nonaccrual loans or OREO, and these assets require
higher loan administration and other costs, thereby adversely affecting our income. Decreases in the value of these assets, or the underlying collateral, or in
the related borrowers’ performance or financial condition, whether or not due to economic and market conditions beyond our control, could adversely
affect our business, results of operations and financial condition. In addition, the resolution of nonperforming assets requires commitments of time from
management, which can be detrimental to their other responsibilities. There can be no assurance that we will not experience increases in nonperforming
loans, OREO and similar nonperforming assets in the future.
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Changes in the real estate markets, including the secondary market for residential mortgage loans, may adversely affect us.

Notwithstanding changes made in the 2018 Growth Act, the following matters could have serious adverse effects on the mortgage markets and our
mortgage operations: the effects of the CFPB changes to mortgage and servicing rules effective at the beginning of 2014; the CFPB’s unified Truth in
Lending Act and the Real Estate Settlement Procedures Act, or RESPA, rules for closed-end credit transactions secured by real property that became
effective in October 2015, often called TRID rules; enforcement actions, reviews and settlements, changes in the securitization rules under the Dodd-Frank
Act, including the risk retention rules that became effective December 24, 2016; and the Basel III Capital Rules (see “Supervision and Regulation-Basel III
Capital Rules”).

The TRID rules have affected our current and proposed mortgage business and have increased our costs as a result of our compliance efforts. In
addition, the CFPB’s final regulations implementing the Dodd-Frank Act, which require that lenders determine whether a consumer has the ability to repay
a mortgage loan, which became effective in January 2014, have limited the secondary market for and liquidity of many mortgage loans that are not
“qualified mortgages.”

Newly issued regulatory guidance provides for increased thresholds for requiring appraisals on residential real estate transactions. These new guidance
increases the appraisal threshold for residential real estate transactions from $250,000 to $400,000. More lenient appraisal requirements increase the risk of
overestimating property values during the loan origination process that may result in inadequate collateral coverage during a market downturn and thus
result in increased losses. The Company adopted this new threshold for the home equity loans only, and did not change the appraisal requirements for
residential loans.

The Federal National Mortgage Association, or Fannie Mae, and the Federal Home Loan Mortgage Corporation, or Freddie Mac, have been in
conservatorship since September 2008. Minimal capital at Fannie Mae and Freddie Mac, the levels of risky assets at the Federal Housing Administration,
or FHA, and the FHA’s relatively low capital and reserves for losses, the current or future levels of home sales, and the risks of interest rates increasing
materially from historically low levels, as well as the 2017 Tax Act limitation on the deductibility of residential mortgage loan interest and state and local
property and other taxes, could also have serious adverse effects on the mortgage markets and our mortgage operations. Such adverse effects could include,
among other things, price reductions in single family home values, further adversely affecting the liquidity and value of collateral securing commercial
loans for residential acquisition, construction and development, as well as residential mortgage loans that we hold, mortgage loan originations and gains on
sale of mortgage loans. In the event our allowance for loan losses is insufficient to cover such losses, if any, our earnings, capital and liquidity could be
adversely affected.
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Our allowance for loan losses may prove inadequate or we may be negatively affected by credit risk exposures.

We periodically review our allowance for loan losses for adequacy considering economic conditions and trends, collateral values and credit quality
indicators, including past charge-off experience and levels of past due loans and nonperforming assets. We cannot be certain that our allowance for loan
losses will be adequate over time to cover credit losses in our portfolio because of unanticipated adverse changes in the economy, market conditions or
events adversely affecting specific customers, industries or markets, and changes in borrower behaviors. Differences between our actual experience and
assumptions and the effectiveness of our models may adversely affect our business, financial condition, including liquidity and capital, and results of
operations. The Financial Accounting Standards Board, or FASB, issued Accounting Standard Update, or ASU, No. 2016-13 “Financial Instruments-Credit
Losses (Topic 326): Measurement of Credit Losses on Financial Instruments,” or CECL, on June 16, 2016, which changed the loss model to take into
account current expected credit losses. As an emerging growth company, CECL will be effective for our fiscal quarter after December 31, 2022. However,
if we cease to be an emerging growth company, CECL becomes effective for our first fiscal quarter after losing the EGC status. CECL will substantially
change how we calculate our allowance for loan losses. We cannot predict when and how it will affect our results of operations and the volatility of such
results and our financial condition, including our regulatory capital.

If our business does not perform well, we may be required to recognize an impairment of our goodwill or other long-lived assets or to establish
a valuation allowance against the deferred income tax asset, which could adversely affect our results of operations or financial condition.

We had goodwill of $19.5 million and $19.2 million on December 31, 2019 and 2018, respectively, which primarily represents the excess of
consideration paid over the fair value of the net assets of a savings bank acquired in 2006 and the Cayman Bank Acquisition in 2019. We perform our
goodwill impairment testing annually using a process which requires the use of fair value estimates and judgment. The estimated fair value is affected by
the performance of the business, which may be especially diminished by prolonged market declines. If it is determined that the goodwill has been impaired,
we must write down the goodwill by the amount of the impairment, with a corresponding charge to net income. Although we have had no goodwill write-
downs historically, any such write-downs could have an adverse effect on our results of operations or financial position.

Long-lived assets, including assets such as real estate, also require impairment testing. This testing is done to determine whether changes in
circumstances indicate that we will be unable to recover the carrying amount of these assets. Such write-downs could have a material adverse effect on our
results of operations or financial position.

Deferred income tax represents the tax effect of the timing differences between financial accounting and tax reporting. Deferred tax assets, or DTAs,
are assessed periodically by management to determine whether they are realizable. Factors in management’s determination include the performance of the
business, including the ability to generate future taxable income. If, based on available information, it is more likely than not that the deferred income tax
asset will not be realized, then a valuation allowance must be established with a corresponding charge to net income. Such charges could have a material
adverse effect on our results of operations or financial position. In addition, changes in the corporate tax rates could affect the value of our DTAs and may
require a write-off of a portion of some of those assets. The 2017 Tax Act reduced the U.S. corporate income tax rate to 21% effective for periods starting
January 1, 2018, from a prior rate of 35%. At December 31, 2019, we had net DTAs with a book value of $5.5 million, based on a U.S. corporate income
tax rate of 21%. In December 2017, we remeasured our net DTAs and recorded $9.6 million in additional tax expense and a corresponding reduction in net
income as a result of the 2017 Tax Act. See “Management’s Discussion and Analysis of Financial Condition and Results of Operations—Critical
Accounting Policies and Estimates.”
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Mortgage Servicing Rights, or MSRs, requirements may change and require us to incur additional costs and risks.

The CFPB adopted new residential mortgage servicing standards in January 2014 that add additional servicing requirements, increase our required
servicer activities and delay foreclosures, among other things. These may adversely affect our costs to service residential mortgage loans, and together with
the Basel III Capital Rules, may decrease the returns on MSRs. Declines in interest rates tend to reduce the value of MSRs as refinancings may reduce
serviced mortgages.

The CFPB and the bank regulators continue to bring enforcement actions and develop proposals, rules and practices that could increase the costs of
providing mortgage servicing. Historically, we have not serviced mortgage loans for others. However, if we were to provide servicing in the future,
regulation of mortgage servicing could make it more difficult and costly to timely realize the value of collateral securing such loans upon a borrower
default.

We may be contractually obligated to repurchase mortgage loans we sold to third-parties on terms unfavorable to us.

As a routine part of our business, we originate mortgage loans that we subsequently sell to investors. We do not currently originate mortgage loans for
direct sale to any governmental agencies and government sponsored enterprises, or GSEs, such as Fannie Mae or Freddie Mac, but expect to make such
direct sales in the future. In connection with the sale of these loans to private investors and GSEs, we make customary representations and warranties, the
breach of which may result in our being required to repurchase the loan or loans. Furthermore, the amount paid may be greater than the fair value of the
loan or loans at the time of the repurchase. No mortgage loan repurchase requests have been made to us; however, if repurchase requests were made to us,
we may have to establish reserves for possible repurchases, which could adversely affect our results of operations and financial condition.

Our concentration of CRE loans could result in further increased loan losses, and adversely affect our business, earnings, and financial
condition.

CRE is cyclical and poses risks of possible loss due to concentration levels and risks of the assets being financed, which include loans for the
acquisition and development of land and residential construction. The federal bank regulators released guidance in 2006 on “Concentrations in Commercial
Real Estate Lending.” The guidance defines CRE loans as exposures secured by raw land, land development and construction (including 1-4 family
residential construction), multi-family property, and non-farm nonresidential property, where the primary or a significant source of repayment is derived
from rental income associated with the property (that is, loans for which 50% or more of the source of repayment comes from third-party, non-affiliated,
rental income) or the proceeds of the sale, refinancing, or permanent financing of the property. Loans to real-estate investment trusts, or REITs, and
unsecured loans to developers that closely correlate to the inherent risks in CRE markets would also be considered CRE loans under the guidance. Loans on
owner occupied CRE are generally excluded.

The Bank’s portfolio of CRE loans was 353.3% of its risk-based capital, or 51.7% of its total loans, as of December 31, 2019 compared to 344.6% of
its risk-based capital, or 51.4% of its total loans, as of December 31, 2018. Our CRE loans included approximately $1.6 billion and $1.8 billion of fixed
rate loans at December 31, 2019 and 2018, respectively. These may adversely affect our margins in a rising interest rate environment and present
asset/liability mismatches and risks since our liabilities are generally floating rate or have shorter maturities.
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The banking regulators continue to scrutinize CRE lending and further addressed their concerns over CRE activity in December 2016, requiring banks
with higher levels of CRE loans to implement more robust underwriting, internal controls, risk management policies and portfolio stress testing, as well as
higher levels of allowances for possible losses and capital levels as a result of CRE lending growth and exposures. Lower demand for CRE, and reduced
availability of, and higher costs for, CRE lending could adversely affect our CRE loans and sales of our OREO, and therefore impact our earnings and
financial condition, including our capital and liquidity.

As of December 31, 2019, approximately 56% of total CRE loans were in Miami-Dade, Broward and Palm Beach counties, Florida, 24% were in the
greater New York City area, including all five boroughs, and 15% were in the greater Houston, Texas area. The remainder were in other Florida, Texas and
New York/New Jersey markets. Our CRE loans are affected by economic conditions in those markets.

Liquidity risks could affect operations and jeopardize our financial condition.

Liquidity is essential to our business. An inability to raise funds through deposits, borrowings, proceeds from loan repayments or sales, and other
sources could have a substantial negative effect on our liquidity. Our funding sources include federal funds purchased, securities sold under repurchase
agreements, core and non-core deposits (domestic and foreign), and short-and long-term debt. We maintain a portfolio of securities that can be used as a
source of liquidity. We are also members of the FHLB and the Federal Reserve Bank of Atlanta, from which we can obtain advances collateralized with
eligible assets. There are other sources of liquidity available to us or the Bank should they be needed, including our ability to acquire additional non-core
deposits (such as reciprocal deposit programs and brokered deposits). We may be able, depending upon market conditions, to otherwise borrow money or
issue and sell debt and preferred or common securities in public or private transactions. Our access to funding sources in amounts adequate to finance or
capitalize our activities on terms which are acceptable to us could be impaired by factors that affect us specifically or the financial services industry or the
economy in general. Our ability to borrow or obtain funding, if needed, could also be impaired by factors that are not specific to us, such as disruptions in
the financial markets or negative views and expectations about the prospects for the financial services industry.

The Company is an entity separate and distinct from the Bank. The Federal Reserve Act, Section 23A, limits our ability to borrow from the Bank, and
the Company generally relies on dividends paid from the Bank for funds to meet its obligations, including under its outstanding trust preferred securities.
The Bank’s ability to pay dividends is limited by law, and may be limited by regulatory action to preserve the Bank’s capital adequacy. Any such
limitations could adversely affect the Company’s liquidity.

Certain funding sources may not be available to us and our funding sources may prove insufficient and/or costly to replace.

Although we have historically been able to replace maturing deposits and advances, we may not be able to replace these funds in the future if our
financial condition or general market conditions change. The use of brokered deposits has been particularly important for the funding of our operations. If
we are unable to issue brokered deposits, or are unable to maintain access to other funding sources, our results of operations and liquidity would be
adversely affected. Our ability to accept, renew or replace brokered deposits without prior regulatory approval will be limited if the Bank does not remain
well-capitalized.
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Alternative funding to deposits may carry higher costs than sources currently utilized. If we are required to rely more heavily on more expensive and
potentially less stable funding sources, profitability and liquidity could be adversely affected. We may determine to seek debt financing in the future to
achieve our long-term business objectives. Any Company or Bank debt that is to be treated as capital for bank regulatory purposes requires prior Federal
Reserve approval, which the Federal Reserve may not grant. Additional borrowings, if sought, may not be available to us, or if available, may not be on
acceptable terms. The availability of additional financing will depend on a variety of factors such as market conditions, the general availability of credit,
our credit ratings and our credit capacity. In addition, the Bank may seek to sell loans as an additional source of liquidity. If additional financing sources are
unavailable or are not available on acceptable terms, our profitability and future prospects could be adversely affected.

Our Venezuelan deposit concentration may lead to conditions in Venezuela adversely affecting our operations.

At December 31, 2019, 39.4% of our deposits, or approximately $2.3 billion, were from Venezuelan residents. The Bank’s Venezuelan deposits
declined 42.1% from December 31, 2015 to December 31, 2019 and continue to decline. These declines were due in part to actions by the Company to
reduce its compliance costs and from economic conditions in Venezuela that adversely affected our Venezuelan customers’ ability to generate and save U.S.
dollars and the use of their deposits to fund living expenses and other investment activities. All of the Bank’s deposits are denominated in U.S. Dollars.
Adverse economic conditions in Venezuela may continue to negatively affect our Venezuelan deposit base and our ability to retain and grow these
relationships, as customers rely on their Dollar deposits to spend without being able to earn additional Dollars. Since 2018, Venezuela’s economy has
experienced hyperinflation according to the International Monetary Fund’s World Economy Outlook and is expected to continue to experience
hyperinflation in 2020. All of these factors greatly influence our Venezuelan customers’ access to Dollars and their ability to replenish the Dollars they
consume.

Although foreign depositors may not seek as high yielding deposits as domestic customers, foreign deposits require additional scrutiny and higher
costs to originate and maintain than domestic deposits in the U.S. The Bank has adopted strategies to manage and retain its foreign deposits consistent with
U.S. anti-money laundering laws and its profit and risk objectives. If these strategies are unsuccessful, or economic conditions or other conditions worsen
in Venezuela or our regulators restrict the Bank from taking our Venezuelan customers’ deposits, our deposits may decline. A significant or sudden decline
in our deposits from Venezuelan customers could adversely affect our results of operations and financial condition, including liquidity.

Our investment advisory and trust businesses could be adversely affected by conditions affecting our Venezuelan customers.
Although we seek to increase our trust, brokerage and investment advisory business from our customers in our markets, substantially all our revenue
from these services currently is from Venezuelan customers. Economic and other conditions in Venezuela, or U.S. regulations or sanctions affecting the

services we may provide to our Venezuelan customers may adversely affect the amounts of assets we manage or custody, and the trading volumes of our
Venezuelan customers, reducing fees and commissions we earn from these businesses.
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Our brokered deposits and wholesale funding increases our liquidity risk, could increase our interest rate expense and potentially increase our
deposit insurance costs.

Our brokered deposits at December 31, 2019 were 11.9% of total deposits. Wholesale funding, which includes FHLB advances and brokered deposits,
represented 27.4% of our total funding at December 31, 2019. Our wholesale funding has increased 18.2% since 2016. At December 31, 2019, the
Company had $530.0 million of FHLB advances with interest rates ranging from 0.71% to 0.97% which are callable prior to their maturity. This feature, if
acted upon, could cause the cost of this funding to increase faster than anticipated. In addition, the FDIC adjusts its deposit insurance assessments by up to
10 basis points annually for institutions with total consolidated assets of $10 billion or more that have brokered deposits exceeding 10% of total deposits
and where a bank also exceeds a certain risk level. In addition, excessive reliance on brokered deposits and wholesale funding is viewed by the regulators
as potentially risky for all institutions, and may adversely affect our liquidity and the regulatory views of our liquidity. Institutions that are less than well-
capitalized may be unable to raise or renew brokered deposits under the prompt corrective action rules. See “Supervision and Regulation—Capital.”

Technological changes affect our business including potentially impacting the revenue stream of traditional products and services, and we may
have fewer resources than many competitors to invest in technological improvements.

The financial services industry is undergoing rapid technological changes with frequent introductions of new technology-driven products and services,
mainly provided by third party vendors, and a growing demand for mobile and other smart device and computer banking applications. In addition to
allowing us to service our clients better, the effective use of technology may increase efficiency and may enable financial institutions to reduce costs and
the risks associated with fraud and other operational risks. Technological changes may impact our product and service offerings and may negatively affect
the revenue stream of our traditional products and services (for example, potential negative impact of Zelle® on wire transfer fee income.) The largely
unregulated Fintech industry has increased its participation in the lending and payments businesses, and has increased competition in these businesses. This
trend is expected to continue for the foreseeable future. Our future success will depend, in part, upon our ability to use technology to provide products and
services that meet our customers’ preferences and which create additional efficiencies in operations, while controlling the risk of cyberattacks and
disruptions, and data breaches. Our strategic plan contemplates simplifying and improving our information technology, and making significant additional
investments in technology. We may not be able to effectively implement new technology-driven products and services as quickly or at the costs anticipated.
Furthermore, replacing third-party dependent solutions may also be time consuming and could potentially create disruptions with other already
implemented solutions. Such technology may prove less effective than anticipated, and conversion issues may increase the costs of the new technology and
delay its use. Many larger competitors have substantially greater resources to invest in technological improvements and, increasingly, non-banking firms
are using technology to compete with traditional lenders for loans and other banking services. See “-Operational risks are inherent in our businesses.”
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The fair value of our investment securities can fluctuate due to market conditions out of our control.

As of December 31, 2019, the fair value of the Company’s debt securities available for sale investment portfolio was approximately $1.6 billion and
we had pretax accumulated unrealized gains on those securities of $9.6 million. 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 increases
or decreases in interest rates, rating agency downgrades of the securities and defaults.

Potential gaps in our risk management policies and internal audit procedures may leave us exposed to unidentified or unanticipated risk,
which could negatively affect our business.

Our enterprise risk management and internal audit program is designed to mitigate material risks and loss to us. We have developed and continue to
develop risk management and internal audit policies and procedures to reflect ongoing reviews of our risks and expect to continue to do so in the future.
Nonetheless, our policies and procedures may not identify every risk to which we are exposed, and our internal audit process may fail to detect such
weaknesses or deficiencies in our risk management framework. Many of our methods for managing risk and exposures are based upon the use of observed
historical market behavior to model or project potential future exposure. Models used by our business are based on assumptions and projections. These
models may not operate properly or our inputs and assumptions may be inaccurate, or may not be adopted quickly enough to reflect changes in behavior,
markets or technology. As a result, these methods may not fully predict future exposures, which can be significantly different and greater than historical
measures indicate. Other risk management methods depend upon the evaluation of information regarding markets, customers, or other matters that are
publicly available or otherwise accessible to us. This information may not always be accurate, complete, up-to-date or properly evaluated. Furthermore,
there can be no assurance that we can effectively review and monitor all risks or that all of our employees will closely follow our risk management policies
and procedures, nor can there be any assurance that our risk management policies and procedures will enable us to accurately identify all risks and limit
timely our exposures based on our assessments. In addition, we may have to implement more extensive and perhaps different risk management policies and
procedures under pending regulations, including regulations and policies applicable to U.S. commercial banks. All of these could adversely affect our
financial condition and results of operations.

We may determine that our internal controls and disclosure controls could have deficiencies or weaknesses.

We regularly review our internal controls for deficiencies and weaknesses. We have had no material weaknesses, but we have had deficiencies in the
past. A material weakness is a deficiency, or a combination of deficiencies, in internal controls over financial reporting (“ICFR”) such that there is a
reasonable possibility that a material misstatement of our financial statements will not be prevented or detected on a timely basis. Although we seek to
prevent, discover and promptly cure any deficiencies or weaknesses in ICFRs, as a relatively new public company, we may have material weaknesses or
significant deficiencies in the future. If we are unable to remediate such weaknesses or deficiencies, we may be unable to accurately report our financial
results, or report them within the timeframes required by law or Nasdaq rules. Failure to comply with the SEC internal controls regulations could also
potentially subject us to investigations or enforcement actions by the SEC or other regulatory authorities. If we fail to implement and maintain effective
ICFRs, our ability to accurately and timely report our financial results could be impaired, which could result in late filings of our periodic reports under the
Exchange Act, restatements of our consolidated financial statements, suspension or delisting of our common stock from the Nasdaq Global Select Market.
Such events could cause investors to lose confidence in our reported financial information, the trading price of our shares of common stock could decline
and our access to the capital markets or other financing sources could be limited.
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Any failure to protect the confidentiality of customer information could adversely affect our reputation and subject us to financial sanctions
and other costs that could have a material adverse effect on our business, financial condition and results of operations.

Various federal, state and foreign laws enforced by the bank regulators and other agencies protect the privacy and security of customers’ non-public
personal information. Many of our employees have access to, and routinely process, sensitive personal customer information, including through their
access to information technology systems. We rely on various internal processes and controls to protect the confidentiality of client information that is
accessible to, or in the possession of, the Company and its employees. It is possible that an employee could, intentionally or unintentionally, disclose or
misappropriate confidential client information or our data could be the subject of a cybersecurity attack. Such personal data could also be compromised by
third-party hackers via intrusions into our systems or those of service providers or persons we do business with such as credit bureaus, data processors and
merchants who accept credit or debit cards for payment. If we are subject to a successful cyberattack or fail to maintain adequate internal controls, or if our
employees fail to comply with our policies and procedures, misappropriation or intentional or unintentional inappropriate disclosure or misuse of client
information could occur. Such cyberattacks, if they result from internal control inadequacies or non-compliance, could materially damage our reputation,
lead to civil or criminal penalties, or both, which, in turn, could have a material adverse effect on our business, financial condition and results of operations.

Our information systems may experience interruptions and security breaches, and are exposed to cybersecurity threats.

We rely heavily on communications and information systems, including those provided by third-party service providers, to conduct our business. Any
failure, interruption, or security breach of these systems could result in failures or disruptions which could affect our customers’ privacy and our customer
relationships, generally. Our systems and networks, as well as those of our third-party service providers, are subject to security risks and could be
susceptible to cyberattacks, such as denial of service attacks, hacking, terrorist activities or identity theft. Financial institutions and their service providers
are regularly attacked, some of which have involved sophisticated and targeted attack methods, including use of stolen access credentials, malware,
ransomware, phishing, structured query language injection attacks, and distributed denial-of-service attacks, among others. Such cyberattacks may also be
directed at disrupting the operations of public companies or their business partners, which are intended to effect unauthorized fund transfers, obtain
unauthorized access to confidential information, destroy data, disable or degrade service, or sabotage systems, often through the introduction of computer
viruses or malware, cyberattacks and other means. Denial of service attacks have been launched against a number of large financial services institutions,
and we may be subject to these types of attacks in the future. Hacking and identity theft risks, in particular, could cause serious reputational harm. 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.

Despite our cybersecurity policies and procedures and our efforts to monitor and ensure the integrity of our and our service providers’ systems, we
may not be able to anticipate all types of security threats, nor may we be able to implement preventive measures effective against all such security threats.
The techniques used by cyber criminals change frequently, may not be recognized until launched and can originate from a wide variety of sources,
including outside groups such as external service providers, organized crime affiliates, terrorist organizations or hostile foreign governments or agencies.
These risks may increase in the future as the use of mobile banking and other internet-based products and services continues to grow.
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Security breaches or failures may have serious adverse financial and other consequences, including significant legal and remediation costs, disruption
of operations, misappropriation of confidential information, damage to systems operated by us or our third-party service providers, as well as damaging our
customers and our counterparties. Such losses and claims may not be covered by our insurance. In addition to the immediate costs of any failure,
interruption or security breach, including those at our third-party service providers, these events could damage our reputation, result in a loss of customer
business, subject us to additional regulatory scrutiny, or expose us to civil litigation and possible financial liability, any of which could have a material
adverse effect on our financial condition and results of operations.

Future acquisitions and expansion activities may disrupt our business, dilute shareholder value and adversely affect our operating results.

While we seek continued organic growth, we may consider the acquisition of other businesses. To the extent that we grow through acquisitions, we
cannot assure you that we will be able to adequately or profitably manage this growth. Acquiring other banks, banking centers, or businesses, as well as
other geographic (domestic and international) and product expansion activities, involve various risks, including:

+  risks of unknown or contingent liabilities;

* unanticipated costs and delays;

+ risks that acquired new businesses will not perform consistent with our growth and profitability expectations;

+ risks of entering new markets (domestic and international) or product areas where we have limited experience;

+  risks that growth will strain our infrastructure, staff, internal controls and management, which may require additional personnel, time and
expenditures;

*  exposure to potential asset quality issues with acquired institutions;

«  difficulties, expenses and delays in integrating the operations and personnel of acquired institutions or business generation teams;
+  potential disruptions to our business;

» possible loss of key employees and customers of acquired institutions;

»  potential short-term decreases in profitability; and

+ diversion of our management’s time and attention from our existing operations and business.
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Attractive acquisition opportunities may not be available to us in the future.

We expect that other banking and financial companies, many of which have significantly greater resources, will compete with us to acquire financial
services businesses. This competition could increase prices for potential acquisitions that we believe are attractive. Also, acquisitions are subject to various
regulatory approvals. If we fail to receive the appropriate regulatory approvals, we will not be able to consummate an acquisition that we may believe is in
our best interests. Additionally, regulatory approvals could contain conditions that reduce the anticipated benefits of a contemplated transaction. Among
other things, our regulators consider our capital levels, liquidity, profitability, regulatory compliance, including anti-money laundering efforts, levels of
goodwill and intangibles, management and integration capacity when considering acquisition and expansion proposals. Any acquisition could be dilutive to
our earnings and shareholders’ equity per share of our common stock.

Certain provisions of our amended and restated articles of incorporation and amended and restated bylaws, Florida law, and U.S. banking
laws could have anti-takeover effects by delaying or preventing a change of control that you may favor.

Certain provisions of our amended and restated articles of incorporation and amended and restated bylaws, as well as Florida law, and the BHC Act,
and Change in Bank Control Act, could delay or prevent a change of control that you may favor.

Our amended and restated articles of incorporation and amended and restated bylaws include certain provisions that could delay a takeover or change
in control of us, including:

+  the exclusive right of our board to fill any director vacancy;
+ advance notice requirements for shareholder proposals and director nominations;
«  provisions limiting the shareholders’ ability to call special meetings of shareholders or to take action by written consent; and

+ the ability of our board to designate the terms of and issue new series of preferred stock without shareholder approval, which could be used,
among other things, to institute a rights plan that would have the effect of significantly diluting the stock ownership of a potential hostile acquirer,
likely preventing acquisitions that have not been approved by our board.

The Florida Business Corporation Act contains a control-share acquisition statute that provides that a person who acquires shares in an “issuing public
corporation,” as defined in the statute, in excess of certain specified thresholds generally will not have any voting rights with respect to such shares, unless
such voting rights are approved by the holders of a majority of the votes of each class of securities entitled to vote separately, excluding shares held or
controlled by the acquiring person.

The Florida Business Corporation Act also provides that an “affiliated transaction” between a Florida corporation with an “interested shareholder,” as
those terms are defined in the statute, generally must be approved by the affirmative vote of the holders of two-thirds of the outstanding voting shares, other
than the shares beneficially owned by the interested shareholder. The Florida Business Corporation Act defines an “interested shareholder” as any person
who is the beneficial owner of 10% or more of the outstanding voting shares of the corporation.

Furthermore, the BHC Act and the Change in Bank Control Act impose notice, application and approvals and ongoing regulatory requirements on any
shareholder or other party that seeks to acquire direct or indirect “control” of bank holding companies, such as ourselves.
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‘We may be unable to attract and retain key people to support our business.

Our success depends, in large part, on our ability to attract and retain key people. We compete with other financial services companies for people
primarily on the basis of compensation, benefits, the strength of the Company and the ability of the candidate to grow within the Company. Intense
competition exists for key employees with demonstrated ability, and we may be unable to hire or retain such employees, including those needed to
implement our business strategy. Effective succession planning is also important to our long-term success. The unexpected loss of services of one or more
of our key personnel and failure to effectively transfer knowledge and smooth transitions involving key personnel could have material adverse effects on
our business due to loss of their skills, knowledge of our business, their years of industry experience and the potential difficulty of timely finding qualified
replacement employees. We may not be able to attract and retain qualified people to fill open key positions or replace or succeed members of our senior
management team or other key personnel. Rules implementing the executive compensation provisions of the Dodd-Frank Act may limit the type and
structure of compensation arrangements into which we may enter with certain of our employees and officers. In addition, proposed rules under the Dodd-
Frank Act would prohibit the payment of “excessive compensation” to our executives. Our regulators may also restrict compensation through rules and
practices intended to avoid risks. These restrictions could negatively affect our ability to compete with other companies in recruiting and retaining key
personnel.

Our employees may take excessive risks which could negatively affect our financial condition and business.

As a banking enterprise, we are in the business of taking risks in the ordinary course of our operations. The employees who conduct our business,
including executive officers and other members of management, loan originators, investment professionals, product managers, and other employees, do so
in part by making decisions and choices that involve risks. We endeavor, in the design and implementation of our compensation programs and practices, to
avoid giving our employees incentives to take excessive risks; however, they may take such risks regardless of the structure of our compensation programs
and practices. Similarly, although we employ controls and procedures designed to monitor employees business decisions and prevent them from taking
excessive risks, and to prevent employee misconduct, these controls and procedures may not be effective. If our employees take excessive risks or avoid
our policies and internal controls, their actions could have a material adverse effect on our reputation, financial condition and business operations.

We are subject to extensive regulation that could limit or restrict our activities and adversely affect our earnings.

We and our subsidiaries are regulated by several regulators, including the Federal Reserve, the OCC, the FDIC, the SEC, the Financial Industry
Regulatory Authority, Inc., or FINRA, and the Cayman Islands Monetary Authority, or CIMA. Our success is affected by regulations affecting banks and
bank holding companies, and the securities markets, and our costs of compliance could adversely affect our earnings. Banking regulations are primarily
intended to protect depositors and the FDIC Deposit Insurance Fund, or DIF, not shareholders. The financial services industry also is subject to frequent
legislative and regulatory changes and proposed changes. In addition, the interpretations of regulations by regulators may change and statutes may be
enacted with retroactive impact. From time to time, regulators raise issues during examinations of us which, if not determined satisfactorily, could have a
material adverse effect on us. Compliance with applicable laws and regulations is time consuming and costly and may affect our profitability.

The nature, effects and timing of administrative and legislative change, and possible changes in regulation or regulatory approach resulting from the
2020 general election cannot be predicted. The federal bank regulators and the Treasury Department, as well as the Congress and the President, are
evaluating the regulation of banks, other financial services providers and the financial markets and such changes, if any, could require us to maintain more
capital and liquidity, and restrict our activities, which could adversely affect our growth, profitability and financial condition. Our consumer finance
products, including residential mortgage loans, are subject to CFPB regulations and evolving standards reflecting CFPB releases, rule-making and
enforcement actions. If our assets grow to $10 billion or more, we will become subject to direct CFPB examination.
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Litigation and regulatory investigations are increasingly common in our businesses and may result in significant financial losses and/or harm
to our reputation.

We face risks of litigation and regulatory investigations and actions in the ordinary course of operating our businesses, including the risk of class action
lawsuits. Plaintiffs in class action and other lawsuits against us may seek very large and/or indeterminate amounts, including punitive and treble damages.
Due to the vagaries of litigation, the outcome of a litigation matter and the amount or range of potential loss at particular points in time may normally be
difficult to ascertain. We presently do not have any material pending litigation or regulatory matters affecting us.

A substantial legal liability or a significant federal, state or other regulatory action against us, as well as regulatory inquiries or investigations, could
harm our reputation, result in material fines or penalties, result in significant legal costs, divert management resources away from our business, and
otherwise have a material adverse effect on our ability to expand on our existing business, financial condition and results of operations. Even if we
ultimately prevail in the litigation, regulatory action or investigation, our ability to attract new customers, retain our current customers and recruit and retain
employees could be materially and adversely affected. Regulatory inquiries and litigation may also adversely affect the prices or volatility of our securities
specifically, or the securities of our industry, generally.

We are subject to capital adequacy and liquidity standards, and if we fail to meet these standards our financial condition and operations
would be adversely affected.

We are regulated as a bank holding company and are subject to consolidated regulatory capital requirements and liquidity requirements administered
by the Federal Reserve. The Bank is subject to similar capital and liquidity requirements, administered by the OCC. The Basel III Capital Rules have
increased capital requirements for banking organizations such as us. The Basel IIT Capital Rules include a minimum ratio of common equity tier 1 capital,
or CET1, to risk-weighted assets of 4.5% and a capital conservation buffer of 2.5% of risk-weighted assets. See “Supervision and Regulation—Basel III
Capital Rules.” We have established capital ratio targets that align with U.S. regulatory expectations under the fully phased-in Basel III Capital Rules.
Although we have capital ratios that exceed all these minimum levels and a strategic plan to maintain these levels, we or the Bank may be unable to
continue to satisfy the capital adequacy requirements for the following reasons:

» losses and/or increases in our and the Bank’s credit risk assets and expected losses resulting from the deterioration in the creditworthiness of
borrowers and the issuers of equity and debt securities;

+ difficulty in refinancing or issuing instruments upon redemption or at maturity of such instruments to raise capital under acceptable terms and
conditions;

» declines in the value of our securities or loan portfolios;

» adverse changes in foreign currency exchange rates;

* revisions to the regulations or their application by our regulators that increase our capital requirements;
» reductions in the value of our DTAs and other adverse developments; and

» unexpected growth and an inability to increase capital timely.
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Any failure to remain “well capitalized,” for bank regulatory purposes, including meeting the Basel III Capital Rule’s conservation buffer, could affect
customer confidence, and our:

+ ability to grow;

»  costs of and availability of funds;

*  FDIC deposit insurance premiums;

+ ability to raise, rollover or replace brokered deposits;

+ ability to make acquisitions, open new branches or engage in new activities;

» flexibility if we become subject to prompt corrective action restrictions;

+  ability to make discretionary bonuses to attract and retain quality personnel;

+  ability to make payments of principal and interest on our capital instruments; and

+  ability to pay dividends on our capital stock.

The 2018 Growth Act provides that qualifying banks with less than $10 billion in consolidated assets that satisfy the “Community Bank Leverage
Ratio” of 9%, are deemed to satisfy applicable risk based capital requirements necessary to be considered “well capitalized.” Though this provision may
provide us relief from certain capital adequacy requirements in the future, we may be unable to qualify for such relief if our total consolidated assets exceed

$10 billion or the federal banking agencies determine that our risk profile disqualifies us from such relief.

Our operations are subject to risk of loss from unfaverable fiscal, monetary and political developments in the U.S. and other countries where
we do business.

Our businesses and earnings are affected by the fiscal, monetary and other policies and actions of various U.S. and non-U.S. governmental and
regulatory authorities. Changes in these are beyond our control and are difficult to predict and, consequently, changes in these policies could have negative
effects on our activities and results of operations.

The Company is subject to risks inherent in making loans and executing transactions with counterparties located in Latin America. Our domestic
business, including loans, deposits and wealth management, services persons from or dependent upon businesses or wealth from Venezuela and other Latin
American countries, and are, therefore, subject to risk inherent to those countries. These risks include, among others, effects from slow or negative growth
or recessionary or worse economic conditions, inflation and hyperinflation, currency controls and volatility, and the risk of loss from unfavorable political,
legal or other developments, including social or political instability, in the countries or regions in which such counterparties operate, as well as the other
risks and considerations as described further below.

Various countries or regions in which we, our counterparties or our customers operate or invest have in the past experienced severe economic
disruptions particular to those countries or regions. In some cases, concerns regarding the fiscal condition of one or more countries and currency and
exchange controls and other measures adopted by one country could cause other countries in the same region or beyond to experience a contraction of
available credit, market and price volatility, illiquidity and reduced cross-border trading and financing activity.

58



Table of Contents

Our results of operations from international activities and customers from other countries may be subject to adverse changes as a result of the above
considerations, as well as possible governmental actions, including expropriation, nationalization, confiscation of assets, price controls, capital controls,
exchange controls, changes in laws and regulations and civil unrest and changes in government. The effects of these changes could be magnified in smaller,
less liquid and more volatile foreign markets.

Conducting business and having customers in countries with less developed legal and regulatory regimes, or with currency controls, often requires
devoting significant additional resources to understanding, and monitoring changes in, local laws and regulations, as well as compliance with local laws
and regulations and implementing and administering related risk policies and procedures. We can also incur higher costs, and face greater compliance risks,
in structuring and operating our businesses outside the U.S. to comply with U.S. anti-corruption, anti-money laundering and other laws, regulations and
sanctions. Failure to comply with such rules in our international activities could adversely affect our results of operations and regulatory relations in the
U.S. and elsewhere.

Changes in accounting rules applicable to banks could adversely affect our financial conditions and results of operations.

From time to time, the FASB and the SEC change the financial accounting and reporting standards that govern the preparation of our financial
statements. These changes can be difficult to predict and can materially impact how we record and report our financial condition and results of operations.
In some cases, we could be required to apply a new or revised standard retroactively, resulting in us restating prior period financial statements. For
example, the FASB’s new requirements under CECL include significant changes to the manner in which banks’ allowance for loan losses will be calculated
at the effective date for such guidance. See Note 1 to our audited consolidated financial statements, “Allowance for Loan Losses.” Instead of using
historical losses, the new guidance will require forward looking analysis with respect to expected losses over the life of loans and other instruments, and
could materially affect our results of operations, the volatility of such results and our financial condition.

The Dodd-Frank Act currently restricts our future issuance of trust preferred securities and cumulative preferred securities as eligible Tier 1
risk-based capital for purposes of the regulatory capital guidelines for bank holding companies.

Bank holding companies with assets of less than $15 billion as of December 31, 2009, including us, are permitted to include trust preferred securities
that were issued before May 19, 2010 as Tier 1 capital under the Dodd-Frank Act. As of December 31, 2019 and 2018, we had $89.1 million and $114.1
million, respectively, of trust preferred securities outstanding that were issued before May 19, 2010, and that have maturity dates between 2028 and 2036.

Should we determine it is advisable, or should our regulators require us, to raise additional capital, we would not be able to issue additional trust
preferred securities, as only bank holding companies with assets of less than $500 million are permitted to continue to issue trust preferred securities and
include them as Tier 1 capital. Instead, we would have to issue non-cumulative preferred stock or common equity, which are Tier 1 capital. Subordinated
notes meeting Basel III Capital Rules may be issuable as Tier 2 capital. To the extent we issue new equity or securities convertible into our outstanding
Class A or Class B common stock, it could dilute our existing shareholders. Dividends on any preferred stock we may issue, unlike distributions paid on
trust preferred securities, would not be tax deductible, and the preferred stock would have a preference in liquidation and in dividends to our common
stock. See “Supervision and Regulation.”
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We may need to raise additional capital in the future, but that capital may not be available when it is needed or on favorable terms.

We anticipate that our current capital resources will satisfy our capital requirements for the foreseeable future under currently effective regulatory
capital rules. We may, however, need to raise additional capital to support our growth or currently unanticipated losses, or to meet the needs of the
communities we serve. Our ability to raise additional capital, if needed, will depend, among other things, on conditions in the capital markets at that time,
which may be limited by events outside our control, and on our financial performance. If we cannot raise additional capital on acceptable terms when
needed, our ability to further expand our operations through internal growth and acquisitions could be limited.

We will be subject to heightened regulatory requirements if our total assets grow in excess of $10 billion.

As of December 31, 2019 and 2018, our total assets were $8.0 billion and $8.1 billion, respectively. Based on our current total assets and growth
strategy, we anticipate our total assets may exceed $10 billion within the next five years. In addition to our current regulatory requirements, banks with $10
billion or more in total assets are, among other things:

* examined directly by the CFPB with respect to various federal consumer financial laws;

»  subject to reduced dividends on the Bank’s holdings of Federal Reserve Bank of Atlanta common stock;

*  subject to limits on interchange fees pursuant to the “Durbin Amendment” to the Dodd-Frank Act which were not applicable to us in 2019 as a
result of the Spin-off in 2018;

*  subject to enhanced prudential standards, to the extent not reduced or eliminated as a result of the 2018 Growth Act;

»  subject to annual Dodd-Frank Act self-administered stress testing, or DFAST, or similar stress testing, to the extent not reduced or eliminated by
the 2018 Growth Act and our regulators; and

* o longer treated as a “small institution” for FDIC deposit insurance assessment purposes.

Compliance with these additional ongoing requirements may necessitate additional personnel, the design and implementation of additional internal
controls, or the incurrence of other significant expenses, any of which could have a material adverse effect on our business, financial condition or results of
operations. Our regulators requested us to engage in stress testing similar to DFAST before the Bank reached $10 billion in total assets, and we expect to
continue such testing notwithstanding changes to the DFAST test thresholds by the 2018 Growth Act. Our regulators may also consider our preparation for
compliance with these regulatory requirements in the course of examining our operations generally or when considering any request from us or the Bank. It
is unclear whether these expectations may change as a result of the 2018 Growth Act.

60



Table of Contents

The Federal Reserve may require us to commit capital resources to support the Bank.

As a matter of policy, the Federal Reserve, which examines us, 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 Federal Reserve may require a bank holding company to make capital
injections into a troubled subsidiary bank. In addition, the Dodd-Frank Act amended the Federal Deposit Insurance Corporation Act to require that all
companies that control an FDIC-insured depository institution serve as a source of financial strength to the depository institution. Under this requirement,
we could be required to provide financial assistance to the Bank should it experience financial distress, even if further investment was not otherwise
warranted. See “Supervision and Regulation.”

We may face higher risks of noncompliance with the Bank Secrecy Act and other anti-money laundering statutes and regulations than other
financial institutions.

The U.S. 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. In addition, FinCEN,
which was established as part of the Treasury Department to combat money laundering, is authorized to impose significant civil money penalties for
violations of anti-money laundering rules. FinCEN has engaged in coordinated enforcement efforts with the individual federal banking regulators, as well
as the U.S. Department of Justice, or DOJ, Drug Enforcement Administration, and U.S. Internal Revenue Service, which we refer to as the IRS.

Additionally, the USA PATRIOT Act requires each financial institution to develop a customer identification program, or CIP as part of its anti-money
laundering program. The purpose of the CIP is to enable the financial institution to determine the true identity and anticipated account activity of each
customer. To make this determination, among other things, the financial institution must collect certain information from customers at the time they enter
into the customer relationship with the financial institution. This information must be verified within a reasonable time. On May 11, 2018, the U.S.
Treasury’s Financial Crimes Enforcement Network issued a final rule under the BSA requiring banks to identify and verify the identity of the natural
persons behind their customers that are legal entities - the beneficial owners.

There is also regulatory scrutiny of compliance with the rules of the Treasury Department’s Office of Foreign Assets Control, or . OFAC administers
and enforces economic and trade sanctions based on U.S. foreign policy and national security goals, including sanctions against foreign countries, regimes
and individuals, terrorists, international narcotics traffickers, and those involved in the proliferation of weapons of mass destruction. Executive Orders have
sanctioned the Venezuelan government and entities it owns, and certain Venezuelan persons. In addition, the OCC has broad authority to bring enforcement
action and to impose monetary penalties if it determines that there are deficiencies in the Bank’s compliance with anti-money laundering laws.

Monitoring compliance with anti-money laundering and OFAC rules is complex and expensive. The risk of noncompliance with such rules can be
more acute for financial institutions like us that have a significant number of customers from, or which do business in, Latin America. As of December 31,
2019, $2.3 billion, or 39.4%, of our total deposits were from residents of Venezuela. Our total loan exposure to international markets, primarily individuals
in Venezuela and corporations in other Latin American countries, was $171.4 million or 2.98%, of our total loans, at December 31, 2019.
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In recent years, we have expended significant management and financial resources to further strengthen our anti-money laundering compliance
program. Although we believe our anti-money laundering and OFAC compliance programs, and our current policies and procedures and employees
dedicated to these activities, are sufficient to comply with applicable rules and regulations, and continued enhancements are ongoing, we cannot guarantee
that our program will prevent all attempts by customers to utilize the Bank in money laundering or financing impermissible under current sanctions and
OFAC rules, or sanctions against Venezuela, and certain persons there. If our policies, procedures and systems are deemed deficient or fail to prevent
violations of law or the policies, procedures and systems of the financial institutions that we may acquire in the future are deficient, we would be subject to
liability, including fines and formal regulatory enforcement actions, including possible cease and desist orders, restrictions on our ability to pay dividends,
regulatory limitations on implementing certain aspects of our business plan, including acquisitions or banking center relocation or expansion, and require
us to expend additional resources to cure any deficiency, which could materially and adversely affect us.

Failures to comply with the fair lending laws, CFPB regulations or the Community Reinvestment Act, or CRA, could adversely affect us.

The Bank is subject to, among other things, the provisions of the Equal Credit Opportunity Act, or ECOA, and the Fair Housing Act, both of which
prohibit discrimination based on race or color, religion, national origin, sex and familial status in any aspect of a consumer, commercial credit or residential
real estate transaction. The DOJ and the federal bank regulatory agencies have issued an Interagency Policy Statement on Discrimination in Lending to
provide guidance to financial institutions in determining whether discrimination exists and how the agencies will respond to lending discrimination, and
what steps lenders may take to prevent discriminatory lending practices. Failures to comply with ECOA, the Fair Housing Act and other fair lending laws
and regulations, including CFPB regulations, could subject us to enforcement actions or litigation, and could have a material adverse effect on our business
financial condition and results of operations. Our Bank is also subject to the Community Reinvestment Act (“CRA”) and periodic CRA examinations by
the OCC. The CRA requires us to serve our entire communities, including low- and moderate-income neighborhoods. Our CRA ratings could be adversely
affected by actual or alleged violations of the fair lending or consumer financial protection laws. Even though we have maintained an “outstanding” CRA
rating since 2000, we cannot predict our future CRA ratings. Violations of fair lending laws or if our CRA rating falls to less than “satisfactory” could
adversely affect our business, including expansion through branching or acquisitions.

Fannie Mae and Freddie Mac restructuring may adversely affect the mortgage markets.

Fannie Mae and Freddie Mac remain in conservatorship, and although legislation has been introduced at various times to restructure Fannie Mae and
Freddie Mac to take them out of conservatorship and substantially change the way they conduct business in the future, no proposal has been enacted. Since
Fannie Mae and Freddie Mac dominate the residential mortgage markets, any changes in their structure and operations, as well as their respective capital,
could adversely affect the primary and secondary mortgage markets, and our residential mortgage businesses, our results of operations and the returns on
capital deployed in these businesses.

We adopted a new accounting principle that requires immediate recognition in the statement of income of unrealized changes in the fair value
of equity securities, which includes mutual funds, increasing the volatility of our results of operations

In January 2016, the FASB issued changes to the guidance on the recognition and measurement of financial instruments. The changes include, among
others, the removal of the available-for-sale category for equity securities and the requirement to recognize changes in the fair value of these equity
securities immediately through a charge or a credit to current period earnings. Previously, changes in fair value of equity securities included in the available
for sale category were recognized in AOCI/AOCL, a component of our stockholders’ equity. Under the new guidance, changes in fair value of these equity
securities are now recognized directly in current period earnings which subjects the Company’s periodic results to increased volatility resulting from
fluctuations in the securities markets.
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For example, as a result of the adoption in 2019 of this new guidance, we recorded in earnings a net gain of approximately $0.7 million, and reclassified
accumulated after-tax unrealized losses of $0.9 million from accumulated other comprehensive income into retained earnings. Changes in the fair value of
these equity securities, and of securities in general, are difficult to predict and could significantly impact our results of operations.

Risks Related to Our Separation from the Former Parent
We changed our brand from “Mercantil” to “Amerant,” which could adversely affect our business and profitability.

Since 2007, we had marketed our products and services using variations of the Former Parent’s “Mercantil” brand name and logo. We rebranded our
businesses as “Amerant” to distinguish our organization from our Former Parent.

We believe our association with the Former Parent provided us with greater name recognition among our customers from Latin America, including
those with homes or businesses in the U.S., and the Former Parent’s reputation and financial strength benefited us historically. The use of our new brand
may result in potential loss of customer recognition and business.

We are incurring incremental costs as a separate, public company.

Although we maintained separate systems and conducted operations largely with our own staff separate from the Former Parent and its other affiliates
prior to the Spin-off, the Spin-off required us to incur additional personnel and other expenses as a standalone public company. Such expenses include, but
are not limited to, SEC reporting, additional internal controls testing and reporting, and investor relations. We dedicated management time and costs,
including the hiring and integration of certain new employees and changes in the manner of conducting certain functions. We may be unable to make the
changes required in a timely manner and without unexpected costs, including possible diversion of management from our day-to-day operations, which
could have a material adverse effect on our business, results of operations and financial condition.

As a separate, public company, we spend additional time and resources to comply with rules and regulations that previously did not apply to
us.

As a separate, public company, the various rules and regulations of the SEC, as well as the listing standards of the Nasdaq Global Select Market, where
the Company Shares are listed, require us to implement additional corporate governance practices and adhere to a variety of reporting requirements.
Compliance with these public company obligations increases our legal and financial compliance costs and places additional demands on our finance, legal
and accounting staff and on our financial, accounting and information systems.

In particular, as a separate, public company, our management is required to conduct an annual evaluation of our internal controls over financial
reporting and include a report of management on our internal controls on this Form 10-K. For as long as we are an emerging growth company, we will not
be required to have our independent registered public accounting firm attest to the effectiveness of our internal controls over financial reporting pursuant to
Auditing Standard No. 5. If we are unable to conclude that we have effective internal controls over financial reporting, investors could lose confidence in
the reliability of our financial statements, which could adversely affect market prices of our Company Shares.
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Our historical consolidated financial data are not necessarily representative of the results we would have achieved as a separate company and
may not be a reliable indicator of our future results.

Because we completed the Spin-off in August of 2018, our historical consolidated financial data included herein does not necessarily reflect the
financial condition, results of operations or cash flows we would have achieved as a standalone company during the periods presented or those we will
achieve in the future. We underwent a comprehensive strategic planning process to evaluate how we conduct business, including how to focus on our
domestic U.S. business while better serving our valued foreign customers, reducing costs, and increasing core deposits, fee income, margins, and the
number of services we provide per household and our profitability. As a result of these matters, among others, it may be difficult for investors to compare
our future results to historical results or to evaluate our relative performance or trends in our business.

Certain of our directors may have actual or potential conflicts of interest because of their equity ownership in the Former Parent or their
positions with the Former Parent and us.

The Former Parent and the Company have one common director. This individual beneficially owns approximately 5.97% of the total outstanding
shares of our Class A common stock, as of December 31, 2019. This person’s family controls additional Company Shares. This individual, our former
Chairman, who also is the Former Parent’s Chairman, resigned as our Chairman effective December 31, 2018 but continues as a Company director. This
relationship and financial interest may create actual or perceived conflicts of interest when this person is faced with decisions that could have different
implications for the Former Parent and us. For example, potential conflicts of interest could arise in connection with the resolution of any dispute that may
arise between the Former Parent and us.

Risks Related to Ownership of Our Common Stock

If securities or industry analysts do not publish research or publish inaccurate or unfavorable research about our business, the price of our
common stock and trading volume could decline.

The trading market for our common stock depends in part on the research and reports that securities or industry analysts publish about us or our
business. If few securities or industry analysts cover us, the trading price for our common stock may be adversely affected. If one or more of the analysts
who covers us downgrades our common stock or publishes incorrect or unfavorable research about our business, the price of our common stock would
likely decline. If one or more of these analysts ceases coverage of the Company or fails to publish reports on us regularly, or downgrades our common
stock, demand for our common stock could decrease, which could cause the price of our common stock or trading volume to decline.

Our stock price may fluctuate significantly.

We cannot predict the prices at which our Company shares will continue to trade. You should consider an investment in our common stock to be risky.
The trading price of our common stock is subject to wide fluctuations and may be subject to fluctuations in the future. The market price of our common
stock could be subject to significant variations in response to, among other things, the factors described in this “Risk Factors” section, and other factors,
some of which are beyond our control, including:

» actual or anticipated fluctuations in our operating results due to factors related to our business;

» the success or failure of our business strategies;

» quarterly or annual earnings and earnings expectations for our industry, and for us;

+ our ability to obtain financing as needed;
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*  our announcements or our competitors’ announcements regarding new products or services, enhancements, significant contracts, acquisitions or
strategic investments;

» changes in accounting standards, policies, guidance, interpretations or principles;

* changes in tax laws;

+ the failure of securities analysts to cover our Company Shares;

» changes in earnings estimates by securities analysts;

»  the operating and stock price performance of other comparable companies;

» investor perceptions of the Company and the banking industry;

» our profile, dividend policy or market capitalization may not fit the investment objectives of a large number of shareholders, many of whom are
Venezuelans who became shareholders as a result of the Spin-off;

+ events affecting our shareholders in Venezuela, including hyperinflation and currency controls;

+ the intent of our shareholders, including institutional investors, to hold or sell their Company Shares;

+ fluctuations in the stock markets or in the values of financial institution stocks, generally;

» changes in laws and regulations, including banking laws and regulations, affecting our business; and

»  general economic conditions and other external factors.

Stock markets in general have experienced volatility that has often been unrelated to the operating performance of a particular company or industry.
These broad market fluctuations, as well as general economic, systemic, political and market conditions, including recessions, loss of investor confidence,
and interest rate changes, may negatively affect the market price of our common stock.

A limited market exists for the Company’s shares of Class B common stock on the Nasdaq Global Select Market. An active trading market
may not develop or continue for the Company’s shares of Class B common stock, which could adversely affect the market price and market
volatility of those shares.

There is currently a limited market for shares of Class B common stock and there is no assurance that an active market will develop or be sustained.
Although our Class B common stock is listed on the Nasdaq Global Select Market under the trading symbol “AMTBB,” respectively, trading volumes
remain limited. If more active trading markets do not develop, you may be unable to sell or purchase shares of our Class B common stock at the volume,
price and time that you desire.

Whether or not the purchase or sale prices of our Class B common stock reflect a reasonable valuation of our Class B common stock may depend on an
active trading market developing, and thus the price you receive for our Class B common stock, may not reflect its true or intrinsic value. Limited trading

in our common stock may cause fluctuations in the market value of our Class B common stock to be exaggerated from time to time, leading to price
volatility in excess of that which would occur in a more active trading market.
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Certain of our existing stockholders could exert significant control over the Company.

As of March 9, 2020, each of our executive officers, directors and greater than 5% holders of our Class A common stock beneficially owns outstanding
shares representing, in the aggregate, approximately 28.33% of the outstanding shares of our voting Class A common stock (without giving effect to the
broad family holdings of the Marturet and Vollmer families which will bring the percentage to an aggregate of approximately 40%.) As a result, these
stockholders, if they act individually or together, may exert a significant degree of influence over our management and affairs and over matters requiring
stockholder approval, including the election of directors and approval of significant corporate transactions. Furthermore, the interests of this concentration
of ownership may not always coincide with the interests of other stockholders and, accordingly, they could cause us to enter into transactions or agreements
which we might not otherwise consider. This concentration of ownership of the Company’s Class A common stock may delay or prevent a merger or
acquisition or other transaction resulting in a change in control of the Company even when other stockholders may consider the transaction beneficial, and
might adversely affect the market price of our Class A and Class B common stock.

We have the ability to issue additional equity securities, which would lead to dilution of our issued and outstanding Company Shares.

The issuance of additional equity securities or securities convertible into equity securities would result in dilution of our existing shareholders’ equity
interests. In addition, we are authorized to issue up to 400 million shares of our Class A common stock and up to 100 million shares of our Class B
common stock. We are authorized to issue, without shareholder approval, up to 50 million shares of preferred stock in one or more series, which may give
other shareholders dividend, conversion, voting, and liquidation rights, among other rights, that may be superior to the rights of holders of our common
stock. We are authorized to issue, without shareholder approval, except as required by law or the Nasdaq Global Select Market, securities convertible into
either common stock or preferred stock. Furthermore, we have adopted an equity compensation program for our employees, which also could result in
dilution of our existing shareholders’ equity interests.

We expect to issue more Class A common stock in the future which may dilute holders of Class A common stock.

Federal Reserve policy requires bank holding companies’ capital to be comprised predominantly of voting common stock. Class B common stock is
non-voting common stock for Federal Reserve purposes, therefore, we expect future issuances of Company Shares will be Class A common stock. These
new issuances of Class A common stock, as well as their voting rights, may dilute the interests of our Class A shareholders, and increase the market for, and
liquidity of, our Class A common stock generally, as compared to the market for, and liquidity of, our Class B common stock.

Holders of Class B common stock have limited voting rights. As a result, holders of Class B common stock will have limited ability to influence
shareholder decisions.

Generally, holders of our Class B common stock will be entitled to one-tenth of a vote, and vote together with holders of our Class A common stock on
a combined basis, on approval of our auditors for a given fiscal year, if we present such a proposal for shareholder consideration. Our Class B common
stock has no other voting rights, except as required by the Florida Business Corporation Act to vote as a voting group on any amendment, alteration or
repeal of our amended and restated articles of incorporation, including any such events as a result of a merger, consolidation or otherwise that significantly
and adversely affects the rights or voting powers of our Class B common stock. As a result, virtually all matters submitted to our shareholders will be
decided by the vote of holders of our Class A common stock and the market price of our Class B common stock could be adversely affected.
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Our dual classes of Company Shares may limit investments by investors using index-based strategies.

Certain major providers of securities indices have determined to exclude shares of companies with classes of common stock with different voting
rights. These actions may limit investment in Company Shares by mutual funds, exchange traded funds, or ETFs, and other investors basing their strategies
on such securities indices, which could adversely affect the value and liquidity of Company Shares.

We are an “emerging growth company,” and, as a result of the reduced disclosure and governance requirements applicable to emerging
growth companies, our common stock may be less attractive to investors.

We are an “emerging growth company,” as defined in the JOBS Act, and we intend to take advantage of some of the exemptions from reporting
requirements that are afforded to emerging growth companies including, but not limited to, exemption from the auditor attestation requirements of
Section 404 of the Sarbanes-Oxley Act, reduced disclosure obligations regarding executive compensation and exemptions from the requirements of holding
a nonbinding advisory vote on executive compensation and shareholder approval of any golden parachute payments not previously approved. We cannot
predict if investors will find our common stock less attractive because we intend to rely on these exemptions. If some investors find our common stock less
attractive as a result, there may be a less active trading market for our common stock and our stock prices may become more volatile. We may take
advantage of these exemptions until we are no longer an emerging growth company.

We do not currently intend to pay dividends on our common stock.

We do not intend to pay any dividends to holders of our common stock for the foreseeable future. We currently intend to invest our future earnings, if
any, to fund our growth or improve our costs and capital structure. Therefore, you are not likely to receive any dividends on your common stock for the
foreseeable future, and the performance of an investment in our common stock will depend upon any future appreciation in its value. Our common stock
could decline or increase in value.

Our ability to pay dividends to shareholders in the future is subject to profitability, capital, liquidity and regulatory requirements and these
limitations may prevent us from paying dividends in the future.

Cash available to pay our expenses and dividends to our shareholders is derived primarily from dividends paid to us by the Bank. The Bank’s ability to
pay dividends, as well as our ability to pay dividends to our shareholders, will continue to be subject to and limited by the results of operations of the Bank
and its subsidiaries and our need to maintain appropriate liquidity and capital at all levels of our business consistent with regulatory requirements and the
needs of our businesses. See “Supervision and Regulation-Dividend Restrictions.”

We face strategic risks as an independent company and from our history as part of the Former Parent.

As an independent company, and from our history as part of the Former Parent, we face strategic risk. Strategic risk is the risk to current or anticipated
earnings, capital, liquidity, or franchise or enterprise value arising from adverse business decisions, poor implementation of business decisions, or lack of
responsiveness to changes in the competitive landscape of the banking and financial services industries in which we operate. We may have insufficient
capital and insufficiently qualified personnel or culture to implement, as quickly as we seek, our strategy changes, including core deposit and fee income
growth, improved margins, broader service to our customers, cost reductions and profitability increases.

Item 1B. UNRESOLVED STAFF COMMENTS

None.
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Item 2. PROPERTIES

We conduct our business from our approximately 177,000 square foot headquarters building in Coral Gables, Florida, located at 220 Alhambra Circle,
Coral Gables, Florida 33134. We own the Coral Gables location and, as of December 31, 2019, occupy approximately 66,500 square feet, or approximately
38%, of the building, with the remaining approximately 110,500 square feet, or approximately 62%, either leased to third-parties or available for lease.
Additionally, a significant portion of our support service units operate out of our approximately 100,000 square feet operations center in the Beacon
Industrial Park area of Doral, Florida. We own the operations center and occupy 100% of this building.

As of December 31, 2019, we have 26 banking centers, including 18 in Florida and 8 in Texas. We occupy 16 banking centers under lease agreements,
six owned banking centers are located on ground subject to long-term land leases of 20 to 30 years, each with an option, or options, to renew and one
owned banking center is located on ground subject to a long-term land lease that expires in 2020. This land lease has been extended to expire on September
23, 2020 with an option to remain in the premises on a month to month basis until December 23, 2021. Our banking centers range from approximately
1,900 square feet to approximately 7,000 square feet, average approximately 4,450 square feet and total approximately 115,000 square feet. The total
monthly rent for the banking centers is approximately $419 thousand and the total annual rental expense for the leased banking centers is approximately
$5.0 million, including the long-term land leases.

In addition to the banking centers, we lease approximately 14,000 square feet in Houston, Texas, which we use as our Texas regional office. The
annual rent is approximately $822 thousand.

We lease approximately 6,000 square feet in New York City, which is primarily used as a LPO for CRE loans. The annual rent is approximately $541
thousand. We also lease approximately 1,894 square feet in Dallas, Texas, as a LPO. The annual rent is approximately $69 thousand.

Our various leases have periodic escalation clauses, and may have options for extensions and other customary terms.
Item 3. LEGAL PROCEEDINGS

We are, from time to time, in the ordinary course, engaged in litigation, and we have a small number of unresolved claims pending, including the one
described in more detail below. In addition, as part of the ordinary course of business, we are parties to litigation involving claims relating to the ownership
of funds in particular accounts, the collection of delinquent accounts, credit relationships, challenges to security interests in collateral and foreclosure
interests, which are incidental to our regular business activities. While the ultimate liability with respect to these other litigation matters and claims cannot
be determined at this time, we believe that potential liabilities relating to pending matters are not likely to be material to our financial position, results of
operations or cash flows. Where appropriate, reserves for these various matters of litigation are established, under FASB ASC Topic 450, Contingencies,
based in part upon management’s judgment and the advice of legal counsel.

A lawsuit was filed in September 2017 in Miami-Dade County Circuit Court, Florida and amended multiple times. The claims are against Amerant
Trust and Kunde Management, LL.C (“Kunde”). Kunde was established to manage trusts for the respective benefit of Gustavo Marturet Sr.’s wife and his
siblings. Amerant Trust is the trustee of these trusts and is Kunde’s manager. The plaintiff is a beneficiary of one trust established and is an aunt of Gustavo
Marturet, M., a Company director and a sister-in-law of Mr. Marturet’s mother, a principal Company shareholder.
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This action alleges breaches of contract, fiduciary duty, accounting and unjust enrichment, and mismanagement of Kunde and seeks damages in an
unspecified amount. The Company denies the claims, and believes these are barred by the statute of limitations and is defending this lawsuit vigorously.
The parties began mediation on January 22, 2019, pursuant to court order, and settlement discussions through the mediator are ongoing. The Company
cannot reasonably estimate at this time the possible loss or range of losses, if any, that may arise from this unresolved lawsuit. The Company has incurred
approximately $425,000 in legal fees through December 31, 2019 defending this case, including recent preparations for trial. The Company expects to be
reimbursed these fees in accordance with the trust agreements and the Kunde organizational documents upon conclusion of this proceeding.

At least quarterly, we assess our liabilities and contingencies in connection with outstanding legal proceedings utilizing the latest information available.
For those matters where it is probable that we will incur a loss and the amount of the loss can be reasonably estimated, we record a liability in our
consolidated financial statements. These legal reserves may be increased or decreased to reflect any relevant developments based on our quarterly reviews.
For other matters, where a loss is not probable or the amount of the loss cannot be estimated, we have not accrued legal reserves, consistent with applicable
accounting guidance. Based on information currently available to us, advice of counsel, and available insurance coverage, we believe that our established
reserves are adequate and the liabilities arising from the legal proceedings will not have a material adverse effect on our consolidated financial condition.
We note, however, that in light of the inherent uncertainty in legal proceedings there can be no assurance that the ultimate resolution will not exceed
established reserves. As a result, the outcome of a particular matter or a combination of matters, if unfavorable, may be material to our financial position,
results of operations or cash flows for a particular period, depending upon the size of the loss or our income for that particular period.

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 ISSUERS PURCHASES OF
EQUITY SECURITIES

Market Information

Our Class A common stock, par value $0.10 per share, and our Class B common stock, par value $0.10 per share, are listed and trade on the Nasdaq
Global Select Market under the symbols “AMTB and “AMTBB,” respectively.

As of March 6, 2020, we had 28,927,447 outstanding shares of Class A common stock held by approximately 1,351 stockholders and 13,286,137
outstanding shares of Class B common stock (excluding 4,464,916 shares held as treasury stock) held by approximately 1,384 stockholders. The number of
stockholders consists of stockholders of record, in each case, including Cede & Co., a nominee for The Depository Trust Company, or DTC, which holds
shares of our Class A common stock and shares of our Class B common stock on behalf of an indeterminate number of beneficial owners. All of the
Company’s shares of Class A and Class B common stock held by brokerage firms, banks and other financial institutions as nominees for beneficial owners
are deposited into participant accounts at DTC, and are considered to be held of record by Cede & Co. as one shareholder. Because many of our Class A
and Class B common stock are held by brokers and other institutions on behalf of shareholders, we are unable to estimate the total number of shareholders
represented by these record holders.

Dividends
The Company has not paid its shareholders any dividend since the Spin-off from its Former Parent.

As a bank holding company, our ability to pay dividends is affected by the policies and enforcement powers of the Federal Reserve. In addition,
because we are a bank holding company, we are dependent upon the payment of dividends by the Bank to us as our principal source of funds to pay
dividends in the future, if any, and to make other payments. The Bank is also subject to various legal, regulatory and other restrictions on its ability to pay
dividends and make other distributions and payments to us. For further information, see “Supervision and Regulation—Payment of Dividends.”

We do not anticipate paying any dividends to holders of our common stock in the foreseeable future because we expect to retain earnings to support
our business plan. The declaration and payment of dividends, if any, however, will be subject to our board of directors’ discretion and will depend, among
other things, upon our results of operations, financial condition, liquidity, capital adequacy, cash requirements, prospects, regulatory capital and limitations,
and other factors that our board of directors may deem relevant. The payment of cash dividends, if commenced, may be discontinued at any time at the sole
discretion of our board of directors.
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Stock Performance Graph

The following stock performance graph and related disclosures do not constitute soliciting material and should not be deemed filed or incorporated by
reference into any other filing by us under the Securities Act of 1933 or the Exchange Act, except to the extent we specifically incorporate them by reference

therein.

The following graph compares the cumulative total return of the Class A common stock and the Class B common stock from August 29, 2018 to
December 31, 2019, as compared to the cumulative total return on stocks included in the NASDAQ Composite Index and the KBW Nasdaq Regional Bank
Index over such period. Cumulative total return expressed in Dollars assumes an investment of $100 on August 29, 2018 and reinvestment of dividends as

paid.

Total Return Performance

$150
i I = P—
-
$50 : - | |
8/29/2018 (1) 12/31/2018 6/30/2019 12/31/2019
AMTB AMTBB

NASDAQ Composite Index + KBW Bank Index

(1) Shares of Company Class A common stock and Class B common stock were distributed in the Spin-off at the end of the day on Friday, August 10, 2018 and were listed for trading beginning
on Monday, August 13, 2018. Pursuant to S&P Global Market Intelligence data, August 29, 2018 is the first date pricing information was available for our common stock and no trading occurred

until August 29, 2018.

Total Return Performance (in Dollars) August 29, 2018

December 31, 2018 June 30, 2019 December 31, 2019

AMTB $ 100.00
AMTBB 100.00
NASDAQ Composite Index 100.00
KBW Index 100.00

$ 7228 $ 109.50 $ 121.05
55.67 80.55 90.28
81.82 98.72 110.64
77.27 88.26 102.11

The above graph and table illustrate the performance of Company Class A and Class B common stock from August 29, 2018, the first day that pricing

information was available, and reflect:

» the Spin-off;
e the IPO; and

»  the Company's repurchase of certain of its shares of Class B common stock from the Former Parent.
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Item 6. SELECTED FINANCIAL DATA

Selected Consolidated Financial Information

The following table sets forth selected financial information derived from our audited consolidated financial statements as of and for the years ended
December 31, 2019, 2018, 2017 and 2016. The selected financial information should be read in conjunction with the Management’s Discussion and
Analysis of Financial Condition and Results of Operations and our audited consolidated financial statements and the corresponding notes included in this

Annual Report on Form 10-K.

(in thousands)

Consolidated Balance Sheets

Total assets

Total investments

Total gross loans held for investment ()
Allowance for loan losses

Total deposits

Securities sold under agreements to repurchase
Junior subordinated debentures @

Advances from the FHLB and other borrowings
Stockholders' equity

Assets under management and custody (2

(in thousands, except per share amounts )

Consolidated Results of Operations
Net interest income

(Reversal of) provision for loan losses
Noninterest income

Noninterest expense

Net income

Effective income tax rate

Common Share Data @

Stockholders' book value per common share

Tangible stockholders' equity (book value) per common share )
Basic earnings per common share

Diluted earnings per common share

Basic weighted average shares outstanding

Diluted weighted average shares outstanding ©)

Cash dividend declared per common share ©

December 31,
2019 2018 2017 2016
$ 7,985,399 8,124,347 8,436,767 $ 8,434,264
1,739,410 1,741,428 1,846,951 2,182,737
5,744,339 5,920,175 6,066,225 5,764,761
52,223 61,762 72,000 81,751
5,757,143 6,032,686 6,322,973 6,577,365
— — — 50,000
92,246 118,110 118,110 118,110
1,235,000 1,166,000 1,173,000 931,000
834,701 747,418 753,450 704,737
1,815,848 1,592,257 1,750,535 1,870,195
Years Ended December 31,
2019 2018 2017 2016
213,088 $ 219,039 $ 209,710 $ 191,933
(3,150) 375 (3,490) 22,110
57,110 53,875 71,485 62,270
209,317 214,973 207,636 198,303
51,334 45,833 43,057 23,579
19.83% 20.38% 44.12% 30.22%
19.35 $ 17.31 $ 17.73 $ 16.59
18.84 16.82 17.23 16.08
1.21 1.08 1.01 0.55
1.20 1.08 1.01 0.55
42,543 42,487 42,489 42,489
42,939 42,487 42,489 42,489
— 0.94 — —
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(in thousands, except per share amounts, percentages, and FTEs)

Other Financial and Operating Data

Profitability Indicators (%)

Net interest income / Average total interest earning assets (NIM)()
Net income / Average total assets (ROA) ®

Net income / Average stockholders' equity (ROE) )

Capital Indicators

Total capital ratio (10) (23)

Tier 1 capital ratio D) (23)

Tier 1 leverage ratio (12

Common equity tier 1 capital ratio (CET1)(13) (23)

Tangible common equity ratio (14

Asset Quality Indicators (%)

Non-performing assets / Total assets (%)

Non-performing loans /Total loans () (16)

Allowance for loan losses / Total non-performing loans (17)
Allowance for loan losses / Total loans ) (17)

Net charge-offs/ Average total loans (1)

Efficiency Indicators

Noninterest expense / Average total assets ®)

Salaries and employee benefits/ Average total assets )
Other operating expenses/ Average total assets (& (19)
Efficiency ratio (20

Full-Time-Equivalent Employees (FTEs)

(in thousands, except per share amounts and percentages)

Years Ended December 31,

Adjusted Selected Consolidated Results of Operations and Other Data

Adjusted noninterest income

Adjusted noninterest expense

Adjusted net income

Adjusted earnings per common share

Adjusted earnings per diluted common share ©)

Adjusted net income / Average total assets (ROA) ®)

Adjusted net income / Average stockholders' equity (ROE) )
Adjusted noninterest expense / Average total assets )

Adjusted salaries and employee benefits/ Average total assets ®)
Adjusted other operating expenses/ Average total assets (&) (19)

Adjusted efficiency ratio @V
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2019 2018 2017 2016
2.85% 2.78% 2.63% 2.48%
0.65% 0.55% 0.51% 0.29%
6.43% 6.29% 5.62% 3.29%
14.78% 13.54% 13.31% 13.05%
13.94% 12.69% 12.26% 11.86%
11.32% 10.34% 10.15% 9.62%
12.60% 11.07% 10.68% 10.25%
10.21% 8.96% 8.70% 8.12%
0.41% 0.22% 0.32% 0.85%
0.57% 0.30% 0.44% 1.23%
158.60% 347.33% 267.18% 115.25%
0.91% 1.04% 1.19% 1.42%
0.11% 0.18% 0.11% 0.32%
2.64% 2.57% 2.45% 2.41%
1.73% 1.69% 1.55% 1.58%
0.91% 0.87% 0.89% 0.84%
77.47% 78.77% 73.84% 78.01%
829 911 944 955
Years Ended December 31,
2019 2018 2017
$ 54,315 $ 53,875 61,016
204,271 201,911 202,391
53,138 57,923 48,403
1.25 1.36 1.14
1.24 1.36 1.14
0.67% 0.69% 0.57%
6.66% 7.95% 6.32%
2.57% 2.41% 2.38%
1.71% 1.62% 1.55%
0.86% 0.78% 0.83%
76.39% 73.99% 74.76%
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(1) Total gross loans held for investment are net of deferred loan fees and costs.

(2) During the year ended December 31, 2019, the Company redeemed $25.0 million of its 10.60% and 10.18% trust preferred securities and related junior subordinated debentures. On January
30, 2020, the Company redeemed all $26.8 million of its outstanding 8.90% trust preferred securities and related junior subordinated debentures.

(3) The earnings per common share reflect the reverse stock split which reduced the number of outstanding shares on a 1-for-3 basis. See Note 15 to our audited annual consolidated financial
statements in this Form 10-K for details on reverse stock splits.

(4) This presentation contains adjusted financial information determined by methods other than GAAP. This adjusted financial information is reconciled to GAAP in “Non-GAAP Financial
Measures Reconciliation” herein.

(5) As of December 31, 2019, potential dilutive instruments consisted of unvested shares of restricted stock and restricted stock units mainly related to the Company’s IPO in 2018. As
of December 31, 2019 unvested shares of restricted stock and restricted stock units totaled 530,620. These potential dilutive instruments were included in the diluted earnings per share
computation because, when the unamortized deferred compensation cost related to these shares was divided by the average market price per share at those dates, fewer shares would have
been purchased than restricted shares assumed issued. Therefore, at those dates, such awards resulted in higher diluted weighted average shares outstanding than basic weighted average
shares outstanding, and had a dilutive effect in per share earnings for the year ended December 31, 2019. We had no potential dilutive instruments at any period prior to December 2018.

(6) Special cash dividend of $40.0 million paid to the Company’s former parent in connection with the Spin-off.

(7) Net interest margin is defined as net interest income divided by average interest-earning assets, which are loans, investment securities, deposits with banks and other financial assets which
yield interest or similar income.

(8) Calculated based upon the average daily balance of total assets.

(9) Calculated based upon the average daily balance of stockholders’ equity.

(10) Total stockholders’ equity divided by total risk-weighted assets, calculated according to the standardized regulatory capital ratio calculations.

(11) Tier 1 capital divided by total risk-weighted assets.

(12) Tier 1 capital divided by quarter to date average assets. Tier 1 capital is composed of Common Equity Tier 1 (CET 1) capital plus outstanding qualifying trust preferred securities of $89.1
million at December 31, 2019 and $114.1 million at December 31, 2018, 2017 and 2016.

(13) Common Equity Tier 1 capital (CET 1) divided by total risk-weighted assets. Since 2018, the Company has redeemed a total of $51.8 million in trust preferred securities. See footnote 2.

(14) Tangible common equity is calculated as the ratio of common equity less goodwill and other intangibles divided by total assets less goodwill and other intangible assets. Other intangibles are
included in other assets in the Company’s consolidated balance sheets.

(15) Non-performing assets include all accruing loans past due by 90 days or more, all nonaccrual loans, restructured loans that are considered “troubled debt restructurings” or “TDRs”, and
OREO properties acquired through or in lieu of foreclosure. Non-performing assets were $33.0 million, $18.1 million, $27.3 million and $71.3 million as of December 31, 2019, 2018, 2017
and 2016, respectively.

(16) Non-performing loans include all accruing loans past due by 90 days or more, and all nonaccrual loans and restructured loans that are considered TDRS. Non-performing loans were $32.9
million, $17.8 million, $26.9 million and $70.9 million as of December 31, 2019, 2018, 2017 and 2016, respectively.

(17) Allowance for loan losses was $52.2 million, $61.8 million, $72.0 million and $81.8 million as of December 31, 2019, 2018, 2017 and 2016, respectively. See Note 5 to our audited

consolidated financial statements for more details on our impairment models.

(18) Calculated based upon the average daily balance of outstanding loan principal balance net of deferred loan fees and costs, excluding the allowance for loan losses.

(19) Other operating expenses is the result of total noninterest expense less salary and employee benefits.

(20) Efficiency ratio is the result of noninterest expense divided by the sum of noninterest income and net interest income.

(21) Adjusted efficiency ratio is the efficiency ratio less the effect of restructuring and spin-off costs and other adjustments management believes are useful to understand the Company’s
performance, described in “Non-GAAP Financial Measures Reconciliation”.

(22) Assets held for clients in an agency or fiduciary capacity which are not assets of the Company and therefore are not included in the consolidated financial statements.

(23) As a result of the Company’s review process during the preparation of the Form 10-K for the year ended December 31, 2019, these ratios have been updated from the original ratios reported
in the Company’s press release, dated January 30, 2020, relating to its financial results for the fourth quarter and year ended December 31, 2019. The difference between each original ratio
reported and each updated ratio reported in this Form 10-K is not significant.
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Non-GAAP Financial Measures Reconciliation

The following table sets forth selected financial information derived from the Company’s annual audited consolidated financial statements, adjusted for
certain costs incurred by the Company in the periods presented related to tax deductible restructuring and non-deductible spin-off costs. These adjustments
also reflect the after-tax gain of $2.2 million on the sale of vacant Beacon land in 2019, the after-tax gain of $7.1 million on the sale of our New York City
building and the $9.6 million charge to our deferred tax assets due to the enactment of the 2017 Tax Act in 2017. The Company believes these adjusted
numbers are useful to understand the Company’s performance absent these transactions and events. Non-GAAP financial measures, except for tangible
book value per common share and tangible equity ratio, are not included as of and for the period ended December 31, 2016 because no restructuring and
spin-off costs, gains on sales of property, other than in the ordinary course, or effects of the 2017 Tax Act, existed for that period.

Years Ended December 31,
(in thousands) 2019 2018 2017
Total noninterest income $ 57,110 $ 53,875 $ 71,485
Less: gain on sale of vacant Beacon land (2,795) = —
Less: gain on sale of New York building — — (10,469)
Adjusted noninterest income $ 54,315 $ 53,875 $ 61,016
Total noninterest expenses $ 209,317 $ 214,973 $ 207,636
Less: Restructuring costs (1);
Staff reduction costs @ 1,471 4,709 —
Legal and strategy advisory costs — 1,176 —
Rebranding costs 3,575 400 =
Other costs — 110 —
Total restructuring costs 5,046 6,395 —
Less spin-off costs:
Legal fees — 3,539 2,000
Additional contribution to non-qualified deferred compensation plan on behalf of
participants to mitigate tax effects of unexpected early distribution due to spin-off 3) — 1,200 _
Accounting and consulting fees — 1,384 2,400
Other expenses — 544 845
Total spin-off costs — 6,667 5,245
Adjusted noninterest expenses $ 204,271  $ 201,911 $ 202,391
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(in thousands, except per share amounts)

Net income

Plus after-tax restructuring costs:
Restructuring costs before income tax effect
Income tax effect

Total after-tax restructuring costs

Plus after-tax total spin-off costs:

Total spin-off costs before income tax effect
Income tax effect )

Total after-tax spin-off costs

Less after-tax gain on sale of vacant Beacon land:

Gain on sale of vacant Beacon land before income tax effect

Income tax effect
Total after-tax gain on sale of vacant Beacon land

Less after-tax gain on sale of New York building:

Gain on sale of New York building before income tax effect

Income tax effect ©)
Total after-tax gain on sale of New York building

Plus impact of lower rate under the 2017 Tax Act:

Remeasurement of net deferred tax assets, other than balances corresponding to items in

AOCI

Remeasurement of net deferred tax assets corresponding to items in AOCI

Total impact of lower rate under the 2017 Tax Act

Adjusted net income

Basic earnings per share

Plus: after-tax impact of restructuring costs

Plus: after-tax impact of total spin-off costs

Less: after-tax gain on sale of vacant Beacon land
Less: after-tax gain on sale of New York building
Plus: effect of lower rate under the 2017 Tax Act

Adjusted basic earnings per common share

Diluted earnings per share ©)

Plus: after-tax impact of restructuring costs

Plus: after-tax impact of total spin-off costs

Less: after-tax gain on sale of vacant Beacon land
Less: after-tax gain on sale of New York building
Plus: effect of lower rate under the 2017 Tax Act

Adjusted diluted earnings per common share
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Years Ended December 31,
2019 2018 2017
51,334 $ 45833 $ 43,057
5,046 6,395 —
(1,001) (1,303) _
4,045 5,092 _
— 6,667 5,245
— 331 (2,314)
— 6,998 2,931
(2,795) — —
554 — —
(2,241) — —
— — (10,469)
— — 3,320
— — (7,149)
— — 8,470
_ — 1,094
_ — 9,564
53,138 $ 57,923 $ 48,403
121 $ 1.08 $ 1.01
0.09 0.12 —
— 0.16 0.07
(0.05) — —
— — (0.17)
_ — 0.23
125 $ 136 $ 1.14
120 $ 1.08 $ 1.01
0.09 0.12 —
— 0.16 0.07
(0.05) — —
— — 0.17)
— — 0.23
124§ 136 $ 1.14




Table of Contents

Net income / Average total assets (ROA)

Plus: after-tax impact of restructuring costs

Plus: after-tax impact of total spin-off costs

Less: after-tax gain on sale of vacant Beacon land
Less: after-tax gain on sale of New York building
Plus: effect of lower rate under the 2017 Tax Act

Adjusted net income / Average total assets (Adjusted ROA)

Net income / Average stockholders' equity (ROE)
Plus: after-tax impact of restructuring costs

Plus: after-tax impact of total spin-off costs

Less: after-tax gain on sale of vacant Beacon land
Less: after-tax gain on sale of New York building
Plus: effect of lower rate under the 2017 Tax Act

Adjusted net income / Average stockholders' equity (Adjusted ROE)

Efficiency ratio

Less: impact of restructuring costs

Less: impact of total spin-off costs

Plus: gain on sale of vacant Beacon land
Plus: gain on sale of New York building

Adjusted efficiency ratio

Noninterest expense / Average total assets
Less: impact of restructuring costs
Less: impact of total spin-off costs

Adjusted noninterest expense / Average total assets

Salaries and employee benefits / Average total assets
Less: impact of restructuring costs
Less: impact of total spin-off costs

Adjusted salaries and employee benefits / Average total assets

Other operating expenses / Average total assets
Less: impact of restructuring costs
Less: impact of total spin-off costs

Adjusted other operating expenses / Average total assets

Years Ended December 31,
2019 2018 2017

0.65 % 0.55 % 0.51 %
0.05 % 0.06 % —%
— % 0.08 % 0.03 %
(0.03)% — % — %
—% — % (0.08)%
—% —% 0.11 %
0.67 % 0.69 % 0.57 %
6.43 % 6.29 % 5.62 %
0.51 % 0.70 % — %
— % 0.96 % 0.38 %
(0.28)% — % — %
—% —% (0.93)%
— % — % 1.25%
6.66 % 7.95 % 6.32 %
77.47 % 78.77 % 73.84 %

(1.89)% (2.39)% —%
—% (2.44)% (1.86)%
0.81 % — % — %
—% — % 2.78 %
76.39 % 73.99 % 74.76 %
2.64 % 2.57 % 2.45%
(0.07)% (0.08)% — %
—% (0.08)% (0.07)%
2.57 % 241 % 2.38 %
1.73 % 1.69 % 1.55 %
(0.02)% (0.06)% — %
—% (0.01)% —%
1.71% 1.62 % 1.55 %
0.91 % 0.87 % 0.89 %
(0.05)% (0.02)% — %
—% (0.07)% (0.06)%
0.86 % 0.78 % 0.83 %
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Years Ended December 31,

(in thousands, except per share amounts and percentages) 2019 2018 2017 2016

Stockholders' equity $ 834,701 $ 747,418 $ 753,450 $ 704,737

Less: goodwill and other intangibles (21,744) (21,042) (21,186) (21,337)

Tangible common stockholders' equity $ 812,957 $ 726,376 $ 732,264 $ 683,400

Total assets 7,985,399 $ 8,124,347 $ 8,436,767 $ 8,434,264

Less: goodwill and other intangibles (21,744) (21,042) (21,186) (21,337)

Tangible assets $ 7,963,655 $ 8,103,305  $ 8,415,581 $ 8,412,927

Common shares outstanding 43,146 43,183 42,489 42,489

Tangible common equity ratio 10.21% 8.96% 8.70% 8.12%

Stockholders' book value per common share $ 19.35 $ 17.31 $ 17.73 $ 16.59

Tangible stockholders' book value per common share  $ 1884  $ 1682  $ 17.23 $ 16.08

(1) Expenses incurred for actions designed to implement the Company’s strategy as a new independent company. These actions include, but are not limited to reductions in workforce,
streamlining operational processes, rolling out the Amerant brand, implementation of new technology system applications, enhanced sales tools and training, expanded product offerings and
improved customer analytics to identify opportunities.

(2) On October 30, 2018, the Board of Directors of the Company adopted a voluntary early retirement plan (the “Voluntary Plan”) for certain eligible long-term employees and an involuntary
severance plan (the “Involuntary Plan”) for certain other positions. The Company incurred approximately $4.2 million of expenses in 2018 in connection with the Voluntary Plan,
substantially all of which will be paid over time in the form of installment payments until January 2021. The Company incurred approximately $0.5 million of expenses in 2018 in
connection with the Involuntary Plan, substantially all of which will be paid over time in the form of installment payments until December 2019.

(3) The Spin-off caused an unexpected early distribution for U.S. federal income tax purposes from our deferred compensation plan. This distribution was taxable to plan participants as
ordinary income during 2018. We partially compensated plan participants, in the aggregate amount of $1.2 million, for the higher tax expense they incurred as a result of the distribution
increasing the plan participants’ estimated effective federal income tax rates by recording a contribution to the plan on behalf of its participants. The after tax net effect of this $1.2 million
contribution for the year ended December 31, 2018, was approximately $952,000. As a result of the early taxable distribution to plan participants, we have expensed and deducted for
federal income tax purposes, previously deferred compensation of approximately $8.1 million, resulting in an estimated tax credit of $1.7 million, which exceeded the amount of the tax
gross-up paid to plan participants.

(4) Calculated based upon the estimated annual effective tax rate for the periods, which excludes the tax effect of discrete items, and the amounts that resulted from the difference between
permanent spin-off costs that are non-deductible for Federal and state income tax purposes, and total spin-off costs recognized in the consolidated financial statements. The estimated annual
effective rate applied for the calculation differs from the reported effective tax rate since it is based on a different mix of statutory rates applicable to these expenses and to the rates
applicable to the Company and its subsidiaries.

(5) Calculated based upon an estimated annual effective rate of 31.71%.

(6) As of December 31, 2019, potential dilutive instruments consisted of unvested shares of restricted stock and restricted stock units mainly related to the Company’s IPO in 2018. As

of December 31, 2019 unvested shares of restricted stock and restricted stock units totaled 530,620. These potential dilutive instruments were included in the diluted earnings per share
computation because, when the unamortized deferred compensation cost related to these shares was divided by the average market price per share at those dates, fewer shares would have
been purchased than restricted shares assumed issued. Therefore, at those dates, such awards resulted in higher diluted weighted average shares outstanding than basic weighted average
shares outstanding, and had a dilutive effect in per share earnings for the year ended December 31, 2019. We had no potential dilutive instruments at any period prior to December 2018.
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Item 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF 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 “Selected Financial
Data,” our audited consolidated financial statements and related notes included elsewhere in this Form 10-K. This discussion and analysis contains
forward-looking statements that involve risks, uncertainties and assumptions. Certain risks, uncertainties and other factors, including but not limited to
those set forth under “Cautionary Note Regarding Forward-Looking Statements,” “Risk Factors” and elsewhere in this Form 10-K, may cause actual
results to differ materially from those projected in the forwa