Financial position and results of operations

Pertaining to our December 31, 2021 financial condition and year to date results of operations, improving
conditions around COVID-19 had a material impact on our allowance for credit losses (“ACL”). We have not yet
experienced material charge-offs related to COVID-19. Our ACL calculation, and resulting provision for credit
losses, are significantly impacted by changes in forecasted economic conditions. Given that forecasted economic
scenarios have significantly improved since December 31, 2020, our required ACL decreased during the twelve
months ended December 31, 2021. Refer to our discussion of the ACL in Note 1 and Note 4 of our audited
financial statements as well as further discussion later on in MD&A. Should economic conditions worsen as a
result of a resurgence in the virus and resulting measures to curtail its spread, we could experience increases in
our required ACL and record additional credit loss expense. The execution of the payment deferral program
discussed in the following commentary assisted our ratio of past due loans to total loans as well as other asset
quality ratios at December 31, 2021. It is possible that our asset quality measures could worsen at future
measurement periods if the effects of COVID-19 are prolonged.

The Company’s interest income could be reduced due to COVID-19 should a high volume of loans require a
nonaccrual designation. While interest and fees continue to accrue to income, through normal GAAP accounting,
should eventual credit losses on these deferred payments emerge, the related loans would be placed on
nonaccrual status and interest income and fees accrued would be reversed. In such a scenario, interest income in
future periods could be negatively impacted. At this time, the Company is unable to project the materiality of
such an impact on future deferrals to COVID-19 affected borrowers, but recognizes the breadth of the economic
impact may affect its borrowers’ ability to repay in future periods.

Capital and liquidity

As of December 31, 2021, all of our capital ratios, and our subsidiary bank’s capital ratios, were in excess of all
regulatory requirements. While we believe that we have sufficient capital to withstand a double-dip economic
recession brought about by a resurgence in COVID-19, our reported and regulatory capital ratios could be
adversely impacted by high levels of credit loss expense. We rely on cash on hand as well as dividends from our
subsidiary bank to service our debt. If our capital deteriorates such that our subsidiary bank is unable to pay
dividends to us for an extended period of time, we may not be able to service our debt.

We maintain access to multiple sources of liquidity. Wholesale funding markets have remained open to us, but
rates for short term funding can be volatile. If an extended recession caused large numbers of our deposit
customers to withdraw their funds, we might become more reliant on volatile or more expensive sources of
funding.

Our processes, controls and business continuity plan

The Company’s preparedness efforts, coupled with quick and decisive plan implementation, have resulted in
minimal impacts to operations as a result of COVID-19. At December 31, 2021, many of our employees continue
to work remotely with no disruption to our operations. We have not incurred additional material cost related to
our remote working strategy to date, nor do we anticipate incurring material cost in future periods.

As of December 31, 2021, we don’t anticipate significant challenges to our ability to maintain our systems and
controls in light of the measures we have taken to prevent the spread of COVID-19. The Company does not
currently face any material resource constraint through the implementation of our business continuity plans.

Lending operations and accommodations to borrowers
In keeping with regulatory guidance to work with borrowers during this unprecedented situation and as outlined in

the CARES Act, the Company is executing a payment deferral program for its clients that are adversely affected by
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