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EXPLANATORY NOTE

1895 Bancorp of Wisconsin, Inc., a Maryland corporation (the “Company,” “we” or “our”), was formed to serve as the stock
holding company for PyraMax Bank, FSB (“PyraMax Bank”) as part of the mutual-to-stock conversion of 1895 Bancorp of
Wisconsin, MHC (the “MHC”). Upon completion of the conversion, which occurred on July 14, 2021, the MHC and 1895 Bancorp of
Wisconsin, Inc., a federal corporation (“Old 1895 Bancorp”), ceased to exist and the Company became the successor corporation to
Old 1895 Bancorp. The conversion was accomplished by the merger of the MHC with and into Old 1895 Bancorp, followed by the
merger of Old 1895 Bancorp with and into the Company. On July 14, 2021, public stockholders of Old 1895 Bancorp received 1.3163
shares of the Company’s common stock in exchange for each of their shares of Old 1895 Bancorp. Prior to the completion of the

conversion on July 14, 2021, the Company had no assets or liabilities and had not conducted any business activities other than
organizational activities.



ITEM 1. Business

PART I

FORWARD-LOOKING STATEMENTS

This Annual Report contains forward-looking statements, which can be identified by the use of words such as “estimate,”

“project,” “believe,
contemplate,

9 ¢

“believe,
limited to:
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intend,” “anticipate,” “assume,” “plan,” “seek,” “expect,” “will,” “may,” “should,” “indicate,” “would,”
” “continue,” “target” and words of similar meaning. These forward-looking statements include, but are not
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statements of our goals, intentions and expectations;
statements regarding our business plans, prospects, growth and operating strategies;
statements regarding the quality of our loan and investment portfolios; and

estimates of our risks and future costs and benefits.

These forward-looking statements are based on current beliefs and expectations of our management and are inherently subject to
significant business, economic and competitive uncertainties and contingencies, many of which are beyond our control. In addition,
these forward-looking statements are subject to assumptions with respect to future business strategies and decisions that are subject to

change.

The following factors, among others, could cause actual results to differ materially from the anticipated results or other
expectations expressed in the forward-looking statements:

our ability to maintain liquidity, primarily through deposits, in light of recent events in the banking industry;
general economic conditions, either nationally or in our market areas, that are worse than expected,;

changes in the level and direction of loan delinquencies and write-offs and changes in estimates of the adequacy of
the allowance for loan losses;

inflation and changes in the interest rate environment that reduce our margins and yields, our mortgage banking
revenues, the fair value of financial instruments, including our mortgage servicing rights asset, or our level of loan
originations, or increase the level of defaults, losses and prepayments on loans we have made and make;

our ability to manage market risk, credit risk and operational risk;

our ability to access cost-effective funding;

fluctuations in real estate values and both residential and commercial real estate market conditions;
demand for loans and deposits in our market area;

our ability to implement and change our business strategies;

competition among depository and other financial institutions;

adverse changes in the securities or secondary mortgage markets;

changes in laws or government regulations or policies affecting financial institutions, including changes in
regulatory fees, capital requirements and insurance premiums;

changes in the quality or composition of our loan or investment portfolios;

technological changes that may be more difficult or expensive than expected;

the inability of third-party providers to perform as expected;

a failure or breach of our operational or security systems or infrastructure, including cyberattacks;
our ability to enter new markets successfully and capitalize on growth opportunities;

our ability to successfully integrate into our operations any assets, liabilities, customers, systems and management
personnel we have acquired or may acquire and our ability to realize related revenue synergies and cost savings
within expected time frames, and any goodwill charges related thereto;

changes in consumer spending, borrowing and savings habits;
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e changes in accounting policies and practices, as may be adopted by the bank regulatory agencies, the Financial
Accounting Standards Board, the Securities and Exchange Commission or the Public Company Accounting
Oversight Board, including the effects of our adoption of the Current Expected Credit Loss (“CECL”) accounting
standard, which we implemented on January 1, 2023;

e our ability to retain key employees;
e our compensation expense associated with equity allocated or awarded to our employees;

e changes in the financial condition, results of operations or future prospects of issuers of securities that we own;
and

o the outbreak of COVID-19 and the emergence of new variants and government actions taken in response to the
pandemic, which may, among other effects, adversely impact supply chains and the industries in which our
customers operate and impair their ability to fulfill their financial obligations to us and affect demand for our
products and services.

Because of these and other uncertainties, our actual future results may be materially different from the results indicated by these
forward-looking statements. See “Risk Factors.” Except as required by applicable law or regulation, we do not undertake, and we
specifically disclaim any obligation, to release publicly the results of any revisions that may be made to any forward-looking
statements to reflect events or circumstances after the date of the statements or to reflect the occurrence of anticipated or unanticipated
events. Accordingly, you should not place undue reliance on forward-looking statements.

BUSINESS OF 1895 BANCORP OF WISCONSIN, INC.

The Company was formed to serve as the stock holding company for PyraMax Bank as part of the mutual-to-stock conversion
of 1895 Bancorp of Wisconsin, MHC. Upon completion of the conversion, which occurred on July 14, 2021, the MHC and Old 1895
Bancorp, a federal corporation, ceased to exist and the Company became the successor corporation to Old 1895 Bancorp. The
conversion was accomplished by the merger of the MHC with and into Old 1895 Bancorp, followed by the merger of Old 1895
Bancorp with and into the Company. The shares of the Company’s common stock that were offered for sale in connection with the
conversion represented the majority ownership interest in Old 1895 Bancorp owned by the MHC. Additionally, on July 14, 2021,
public stockholders of Old 1895 Bancorp received 1.3163 shares of the Company’s common stock in exchange for each of their shares
of Old 1895 Bancorp. The shares of Old 1895 Bancorp common stock owned by the MHC were canceled at that time. The conversion
and offering were completed on July 14, 2021, and the Company was organized as a fully public stock holding company, with 100%
of the common stock being held by the public. As of December 31, 2022, the Company had 6,206,105 shares of common stock
outstanding. Prior to the completion of the conversion on July 14, 2021, the Company had no assets or liabilities and had not
conducted any business activities other than organizational activities.

The MHC and Old 1895 Bancorp were incorporated under federal law on January 8, 2019 as part of the mutual holding
company reorganization of PyraMax Bank, for the purpose of becoming the savings and loan holding company of PyraMax Bank.

The Company’s common stock is traded on the Nasdaq Capital Market under the trading symbol “BCOW.”

The Company is authorized to pursue business activities permitted by applicable laws and regulations, which may include the
acquisition of banking and financial services companies. See “Supervision and Regulation — Holding Company Regulation” for a
discussion of the activities that are permitted for savings and loan holding companies. We currently have no understandings or
agreements to acquire other financial institutions, although we may determine to do so in the future. We may also borrow funds for
reinvestment in PyraMax Bank.

Our cash flow depends on earnings from the investment of the net proceeds we retained from our initial public stock offering in
January 2019 and our conversion and stock offering in July 2021, and any dividends we receive from PyraMax Bank. We neither own
nor lease any property, but pay a fee to PyraMax Bank for the use of its premises, equipment and furniture. At the present time, we
employ only persons who are officers of PyraMax Bank who also serve as officers of the Company. We use the support staff of
PyraMax Bank from time to time and pay a fee to PyraMax Bank for the time devoted to the Company by employees of PyraMax
Bank. However, these persons are not separately compensated by the Company. The Company may hire additional employees, as
appropriate, to the extent it expands its business in the future.



BUSINESS OF PYRAMAX BANK, FSB

General

PyraMax Bank is a stock savings bank headquartered in Greenfield, Wisconsin. PyraMax Bank was established in 1895 as
South Milwaukee Savings and Loan Association and has operated continuously in the Milwaukee metropolitan area since that time. In
1993, the bank changed its name to South Milwaukee Savings Bank, S.A. In May 2000, a merger between South Milwaukee Savings
Bank and Mitchell Savings Bank officially formed PyraMax Bank, SSB. The bank changed to a federal savings bank charter in 2003,
changing its name to PyraMax Bank, FSB.

From our founding in 1895, we operated as a traditional thrift institution, offering primarily residential mortgage loans and
savings accounts, supplemented with multi-family and commercial real estate loans. In 2007, Richard Hurd was promoted to Chief
Executive Officer and President of PyraMax Bank. Mr. Hurd began shifting PyraMax Bank’s focus to include more business-oriented
products and services. David Ball was hired as President and Chief Operating Officer effective February 2021 and was promoted to
President and Chief Executive Officer in October 2022. In this role he oversees the daily operations of PyraMax Bank and is
responsible for the design and implementation of business strategies and setting comprehensive goals for profitability and growth. Mr.
Hurd continues to serve the bank as Senior Vice President-Strategic Planning Officer and Director. Effective October 1, 2022, Monica
Baker was promoted to Executive Vice President and Chief Operating Officer and Steve Klitzing was promoted to Executive Vice
President and Chief Financial Officer. In November 2022, Eric Hurd was appointed as Senior Vice President and Chief Lending
Officer of PyraMax Bank following the transition of our prior Chief Lending Officer to Senior Vice President of Commercial
Lending.

We conduct our operations from our three full-service banking offices in Milwaukee County, our two full-service banking
offices in Waukesha County and our full-service banking office in Ozaukee County, Wisconsin. We consider our primary lending
market area to be Milwaukee, Waukesha and Ozaukee Counties, however, we occasionally make loans secured by properties located
outside of our primary lending market, usually to borrowers with whom we have an existing relationship and who have a presence
within our primary market.

Our business consists primarily of taking deposits from the general public and investing those deposits, together with funds
generated from operations, in one- to four-family residential real estate loans, commercial real estate loans (which includes non-owner
occupied commercial real estate, multi-family, owner occupied commercial real estate and one- to four-family non-owner occupied
loans), commercial loans (which includes commercial and industrial loans) and consumer loans. Commercial real estate growth has
been the primary source of recent loan growth, and commercial business loan originations have also been emphasized. Our loan
growth has occurred through organically originated loans as well as through the purchase of loan participations.

Subject to market conditions, we expect to continue our focus on originating and purchasing participations in commercial real
estate and commercial business loans in an effort to increase the overall yield earned on our loans, assist in managing interest rate risk
and continue to further diversify our overall loan portfolio. We also invest in securities, which have historically consisted of
mortgage-backed securities issued by U.S. government sponsored enterprises, U.S. treasury notes, state and municipal securities,
asset-backed securities and corporate collateralized mortgage-backed securities. We offer a variety of deposit accounts, including
checking accounts, savings accounts and certificate of deposit accounts. Additionally, we have used borrowings, primarily advances
from the Federal Home Loan Bank of Chicago, to fund our operations.

Reflecting our focus on our community, in connection with the offering, in 2019, we established a charitable foundation called
1895 Bancorp of Wisconsin Community Foundation and funded it with $100,000 in cash and 48,767 shares of our common stock, for
an aggregate contribution of $587,670 (based on the $10.00 per share offering price). The purpose of this foundation is to make
contributions to support various charitable organizations operating in our community now and in the future.

PyraMax Bank has one subsidiary, PyraMax Insurance Services LLC, which offers a comprehensive set of insurance and risk
management products for personal and business needs.

Our website address is www.pyramaxbank.com. Information on this website should not be considered a part of this report.

Market Area

We conduct our operations from our three full-service banking offices in Milwaukee County, Wisconsin, our two full-service
banking offices in Waukesha County, Wisconsin and our full-service banking office in Ozaukee County, Wisconsin. We consider our
primary lending market area to be southeastern Wisconsin, however, we occasionally make loans secured by properties located



outside of our primary lending market, usually to borrowers with whom we have an existing relationship and who have a presence
within our primary market.

Milwaukee County is primarily an urban community, with a median household income of $54,793 (in 2021 dollars) from 2017
to 2021. Milwaukee County had an estimated population of 928,059 in 2021, the most recent year for which information is available.
Milwaukee County contains a diverse cross section of employment sectors, with a mix of services, manufacturing, wholesale/retail
trade, federal and local government, health care facilities and finance-related employment. Our Milwaukee County banking offices
are located in more suburban areas, but are still in proximity to downtown Milwaukee.

Waukesha County is primarily a suburban community, with a median household income of $94,310 (in 2021 dollars) from 2017
to 2021. Waukesha County had an estimated population of 408,756 in 2021, the most recent year for which information is available.
Waukesha County has a diversified economy, including numerous educational institutions and a wide-ranging hospitality industry.

Ozaukee County is primarily a suburban community, with a median household income of $86,915 (in 2021 dollars) from 2017
to 2021. Ozaukee County had an estimated population of 92,497 in 2021, the most recent year for which information is available.
Ozaukee County’s economy includes manufacturing, agricultural, healthcare, governmental and trade sectors.

PyraMax Bank works with the City of Milwaukee and neighborhood housing agencies to support home ownership in all markets
in which we operate.

Competition

We face significant competition within our market both in making loans and attracting deposits. Our market area has a high
concentration of financial institutions, including large money center and regional banks, community banks, fintech companies and
credit unions. Some of our competitors offer products and services that we currently do not offer, such as trust services and private
banking. Our competition for loans and deposits comes principally from commercial banks, savings institutions, mortgage banking
firms, consumer finance companies and credit unions. We face additional competition for deposits from short-term money market
funds, brokerage firms, mutual funds and insurance companies.

As of June 30, 2022 (the latest date for which information is available), our market share was 0.42% of total deposits in FDIC-
insured institutions in Milwaukee County, Wisconsin, making us the 15 largest out of 26 banks in Milwaukee County. Our market
share was 0.51% of total deposits in FDIC-insured institutions in Waukesha County, Wisconsin, making us the 27" largest out of 36
banks in Waukesha County. Our market share was 1.18% of total deposits in FDIC-insured institutions in Ozaukee County,
Wisconsin, making us the 13® largest out of 15 banks in Ozaukee County.

Lending Activities

Our principal lending activity is in commercial real estate loans, one-to-four family residential real estate loans, commercial
loans and consumer loans. Subject to market conditions and our asset-liability analysis, we expect to continue to increase our focus on
commercial and commercial real estate loans, in an effort to grow and further diversify our overall loan portfolio and increase the
overall yield earned on our loans. We compete by focusing on personalized service for consumers as well as businesses. Due to our
structure, we are able to move quickly on client requests and are able to price competitively compared to our competitors. Our
responsiveness has enabled us to grow and retain our customer base. Additionally, the Milwaukee market has demonstrated strong
growth and diversity in the commercial segment. We believe that our focus on Milwaukee, Waukesha and Ozaukee Counties enables
us to utilize a limited sales force for maximum results. Our reputation for strong credit underwriting has also allowed us to build a
network of smaller banks that purchase participations of loans which exceed our legal lending limit. Recently, we have also increased
our purchases of loan participations from other local financial institutions.



Loan Portfolio Composition. The following table sets forth the composition of the loan portfolio at the dates indicated.

2022 2021
Amount Percent Amount Percent
(Dollars in thousands)

Residential Real Estate Loans:

First mortgage $ 85,444 23.6% $ 80,661 24.9%
Construction 3,248 0.9% 3,388 1.0%
Commercial Loans:
Real estate 210,858 58.3% 185,223 56.8%
Land development — 0.0% 1,400 0.4%
Other 43,708 12.1% 38,160 11.7%
Consumer Loans:
Home equity and lines of credit 18,590 5.1% 17,032 5.2%
Other 99 0.0% 128 0.0%
Total loans receivable $ 361,947 100.0% $ 325,992 100.0%
Net deferred loan fees $ 830 $ 655
Less: allowance for loan losses (3,203) (2,858)
Loans receivable, net $ 359,574 $ 323,789

Loan Portfolio Maturities. The following table sets forth certain information at December 31, 2022 regarding the dollar amount
of loan principal repayments becoming due during the period indicated. The table does not include any estimate of prepayments that
may significantly shorten the average loan life and cause actual repayment experience to differ from that shown below. Demand loans,
which are loans having no stated repayment schedule or no stated maturity, are reported as due in one year or less.

At December 31, 2022

Residential
Real Estate Commercial Consumer
Loans Loans Loans Total Loans
(Dollars in thousands)
Amounts due in:
One year or less $ 3,077 % 33,682 $ 4,796 $ 41,555
More than one year through five years 12,329 148,541 12,252 173,122
More than five through fifteen years 32,668 69,282 1,075 103,025
More than fifteen years 40,618 3,061 566 44245
Total $ 88,692 $§ 254,566 $ 18,689 $§ 361,947

Fixed vs. Adjustable Rate Loans

The following table sets forth the dollar amount of all loans at December 31, 2022 that are due after December 31, 2023 and
have either fixed interest rates or floating or adjustable interest rates. The amounts shown below exclude unearned loan origination
fees.

Floating or

Adjustable
Fixed Rates Rates Total
(Dollars in thousands)
Residential real estate loans $ 68,369 $ 17,246 $ 85,615
Commercial loans 158,450 62,434 220,884
Consumer loans 2,006 11,887 13,893
Total $ 228,825 § 91,567 $ 320,392

As of December 31, 2022, we had extended credit to three customers totaling $17.0 million indexed to the LIBOR, of which
$13.0 million was outstanding. See “Risk Factors - Other Risks Related to Our Business - We will be required to transition from the
use of the LIBOR interest rate index in the future.”



Commercial Real Estate Lending. Consistent with our strategy to grow our loan portfolio and increase our yield, we continue to
be focused on increasing our commercial real estate loan portfolio through organic growth and the purchase of loan participations. At
December 31, 2022, we had $210.9 million in commercial real estate loans, representing 58.3% of our total loan portfolio. Of this
aggregate amount, we had $67.9 million in non-owner occupied non-residential real estate, $75.5 million in multi-family residential
real estate, $36.2 million in owner occupied non-residential real estate, $6.2 million in non-owner occupied residential real estate loans
and $25.1 million in commercial real estate construction loans.

Our commercial real estate loans are generally secured by industrial buildings, warehouses, office buildings and other special
purpose commercial properties, primarily in Milwaukee, Waukesha and Ozaukee Counties, Wisconsin. Our multi-family loans, which
are classified as commercial real estate loans in the tabular presentation, are generally secured by properties consisting of five or more
rental units in our market area. We also purchase and participate in commercial real estate loans from other financial institutions. Such
loans are independently underwritten by our credit department according to our policies.

Our commercial real estate loans generally have initial terms of five to ten years and amortization terms of 15 to 30 years, with a
balloon payment at the end of the initial term, and may be fixed-rate or adjustable-rate loans. Our adjustable-rate commercial real
estate loans are generally tied to a margin above the prime rate or the applicable U.S. Treasury or SOFR rate. The maximum loan-to-
value ratio of our commercial real estate loans is generally 80% of the lower of cost or appraised value of the property securing the
loan. Generally, we require personal guarantees.

We originate a variety of adjustable-rate multi-family residential real estate loans with terms and amortization periods generally
up to 30 years, which may include balloon loans. Interest rates and payments on our adjustable-rate loans adjust every five, seven or
10 years and generally are indexed to the prime rate or the corresponding U.S. Treasury or SOFR rate, plus a margin. We generally
include pre-payment penalties on multi-family residential real estate loans we originate.

At December 31, 2022, our three largest commercial real estate borrowing relationships were each $10.0 million commitments
for the construction of residential multi-family properties. At December 31, 2022, two of these borrowers had not drawn on their
available lines and the outstanding balance of the third relationship was $3.9 million. Each of these borrowing relationships is
primarily collateralized by mortgages on the properties. These loans were performing in accordance with their repayment terms at
December 31, 2022.

We consider a number of factors in originating commercial real estate loans. We evaluate the qualifications and financial
condition of the borrower, including project-level and global cash flows, credit history, and management expertise, as well as the
value and condition of the property securing the loan. When evaluating the qualifications of the borrower, we consider the financial
resources of the borrower, the borrower’s experience in owning or managing similar property and the borrower’s payment history with
us and other financial institutions. In evaluating the property securing the loan, the factors we consider include the net operating
income of the mortgaged property before debt service and depreciation, the ratio of the loan amount to the appraised value of the
mortgaged property and the debt service coverage ratio (the ratio of net operating income to debt service). We generally require a debt
service ratio of at least 1.20x. All commercial real estate loans, with the exception of owner-occupied real estate, of $500,000 or more
are appraised by outside independent appraisers. Personal guarantees are generally obtained from the principals of commercial real
estate loans. We require property and casualty insurance and flood insurance if the property is determined to be in a flood zone area.

In underwriting multi-family and non-owner occupied one- to four-family residential real estate loans, we consider a number of
factors, which include the projected net cash flow to the loan’s debt service requirement (generally requiring a minimum debt service
coverage ratio of 1.20x), the age and condition of the collateral, the financial resources and income level of the borrower and the
borrower’s experience in owning or managing similar properties. Multi-family residential real estate loans are generally originated in
amounts up to 80% of the appraised value or the purchase price of the property securing the loan, whichever is lower. When
circumstances warrant, guarantees are obtained from multi-family and one-to four-family residential real estate customers. In addition,
the borrower’s and guarantor’s financial information on such loans is monitored on an ongoing basis by requiring periodic financial
statement updates. The vast majority of the tenants occupying our financed multi-family properties continue to pay rent.

Commercial real estate loans entail greater credit risks compared to one- to four-family residential real estate loans because they
typically involve larger loan balances concentrated with single borrowers or groups of related borrowers. In addition, the payment of
loans secured by income-producing properties typically depends on the successful operation of the property, as repayment of the loan
generally is dependent, in large part, on sufficient income from the property to cover operating expenses and debt service. Changes in
economic conditions that are not in the control of the borrower or lender could affect the value of the collateral for the loan or the
future cash flow of the property. Additionally, any decline in real estate values may be more pronounced for commercial real estate
than residential properties. If we foreclose on a commercial real estate loan, the marketing and liquidation period to convert the real
estate asset to cash can be a lengthy process with substantial holding costs. In addition, vacancies, deferred maintenance, repairs and
market stigma can result in prospective buyers expecting sale price concessions to offset their real or perceived economic losses for



the time it takes them to return the property to profitability. Depending on the individual circumstances, initial charge-offs and
subsequent losses on commercial real estate loans can be unpredictable and substantial.

We also originate loans to finance the construction of commercial properties, multi-family residential projects (including non-
owner occupied one- to four-family residences) and professional complexes. At December 31, 2022, commercial construction loan
balances were $25.1 million, or 6.9% of our total loan portfolio. Under these loans, an additional $33.2 million remains available to
borrowers. The majority of these loans are secured by properties located in our primary market area.

Our commercial real estate construction loans are generally structured as interest-only payments during the anticipated
construction time. The interest rate is generally fixed for five years at the five-year U.S. Treasury rate plus a margin. We generally
offer commercial construction loans with a value up to 80% of the appraised value on a completed basis or the cost of completion,
whichever is less. Personal guarantees are generally obtained from the principals of commercial real estate construction loans.

Construction loans generally involve greater credit risk than long-term financing on improved, owner-occupied real estate. In
the event a loan is made on property that is not yet approved for the planned development or improvements, there is a risk that
necessary approvals will not be granted or will be delayed. Risk of loss on a construction loan also depends upon the accuracy of the
initial estimate of the value of the property at completion of construction compared to the estimated cost (including interest) of
construction and other assumptions. If the estimate of construction cost is inaccurate, we may be required to advance additional funds
beyond the amount originally committed in order to protect the value of the property. Moreover, if the estimated value of the
completed project is inaccurate, the borrower may hold a property with a value that is insufficient to assure full repayment of the
construction loan upon the sale of the property. Construction loans also carry the risk that construction will not be completed on time
in accordance with specifications and projected costs. In addition, repayment of these loans can be dependent on the sale or rental of
the property to third parties, and the ultimate sale or rental of the property may not occur as anticipated.

Before making a commitment to fund a construction loan, we generally require an appraisal of the property by an independent
licensed appraiser. The construction phase is carefully monitored to minimize our risk. All construction projects must be completed in
accordance with approved plans and approved by the municipality in which they are located. Loan proceeds are disbursed periodically
in increments as construction progresses and as inspections warrant.

One-to-four family Residential Real Estate Lending. At December 31, 2022, we had $85.4 million of loans secured by one-to-
four family residential real estate, representing 23.6% of our total loan portfolio. We originate both fixed-rate and adjustable-rate one-
to-four family residential real estate loans. At December 31, 2022, 81.0% of our one-to-four family residential real estate loans were
fixed-rate loans, and 19.0% of such loans were adjustable-rate loans.

Our fixed-rate one-to-four family residential real estate loans typically have terms of 10 to 30 years and are generally
underwritten according to Freddie Mac and Fannie Mae guidelines when the loan balance meets such guidelines, and we refer to loans
that conform to such guidelines as “conforming loans.” We generally originate both fixed-rate and adjustable-rate mortgage loans in
amounts up to the maximum conforming loan limits as established by the Federal Housing Finance Agency for Fannie Mae loans. As
of December 31, 2022, the limit was $647,200 for single-family homes in our market area. The maximum conforming loan limits will
increase to $726,200 for the year ended December 31, 2023. We sell, on both a servicing-released and servicing-retained basis, our
conforming and eligible jumbo fixed-rate one-to-four family residential real estate loans. We also originate loans above the lending
limit for conforming loans, which are referred to as “jumbo loans” that we may retain in our portfolio. Jumbo loans that we originate
typically have 15 to 30 year terms and maximum loan-to-value ratios of 80%. At December 31, 2022, we had $3.3 million in jumbo
loans, which represented 3.8% of our one-to-four family residential real estate loans. Our average loan size for jumbo loans was
approximately $558,000 at December 31, 2022. Generally, all of our one-to-four family residential real estate loans are secured by
properties located in southeastern Wisconsin.

We generally limit the loan-to-value ratios of our mortgage loans without private mortgage insurance to 80% of the sales price
or appraised value, whichever is lower. Loans where the borrower obtains private mortgage insurance may be made in excess of this
limit.

Our adjustable-rate one-to-four family residential real estate loans carry terms to maturity ranging from 10 to 30 years and
generally have fixed rates for initial terms of five years. We also offer an initial term of seven years, which adjusts annually thereafter
at a margin, which in recent years has been tied to a margin above the applicable U.S. Treasury or SOFR rate. The maximum amount
by which the interest rate may be increased or decreased is generally 2% per adjustment period, with a lifetime interest rate cap of
generally 5% over the initial interest rate of the loan and a rate floor. We typically hold in our loan portfolio our adjustable-rate one-
to-four family residential real estate loans.
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Although adjustable-rate mortgage loans may reduce to an extent our vulnerability to changes in market interest rates because
they periodically re-price, as interest rates increase the required payments due from the borrower also increase (subject to rate caps),
increasing the potential for default by the borrower. At the same time, the ability of the borrower to repay the loan and the
marketability of the underlying collateral may be adversely affected by higher interest rates. Upward adjustments of the contractual
interest rate are also limited by our maximum periodic and lifetime rate adjustments.

Moreover, the interest rates on most of our adjustable-rate loans do not adjust for up to five years after origination. As a result,
the effectiveness of adjustable-rate mortgage loans in compensating for changes in general interest rates may be limited during periods
of rapidly rising interest rates.

We do not offer “interest only” mortgage loans on permanent one-to-four family residential real estate loans (where the
borrower pays interest for an initial period, after which the loan converts to a fully amortizing loan). We also do not offer loans that
provide for negative amortization of principal, such as “Option ARM” loans, where the borrower can pay less than the interest owed
on the loan, resulting in an increased principal balance during the life of the loan. We do not have a “subprime lending” program for
one-to-four family residential real estate loans (i.e., loans that generally target borrowers with weakened credit histories).

Generally, residential mortgage loans that we originate include “due-on-sale” clauses, which give us the right to declare a loan
immediately due and payable in the event that, among other things, the borrower sells or otherwise disposes of the real property
subject to the mortgage and the loan is not repaid. All borrowers are required to obtain title insurance for the benefit of PyraMax
Bank. We also require homeowner’s insurance and fire and casualty insurance and, where circumstances warrant, flood insurance on
properties securing real estate loans.

Residential Real Estate Construction Lending. We originate loans to finance the construction of single-family residential
properties to prospective homeowners for their primary residence. At December 31, 2022, residential construction loan balances were
$3.2 million, or 0.9% of our total loan portfolio, with an additional $2.8 million available to these borrowers. The majority of these
loans are secured by properties located in our primary market area.

Our owner occupied one-to-four family residential construction loans are generally structured as interest-only for 12 months.
Construction loan values for one-to-four family residential properties generally will not exceed 80% during the construction phase of
the mortgage, however, if private mortgage insurance is obtained, we will consider loan-to-value limits up to 95%.

Once the construction project is satisfactorily completed, generally within 12 months, the loan will convert to an amortizing loan
for the remaining term of the loan. Upon completion the loan will be evaluated for sale on the secondary market. The interest rate is
generally a fixed rate for up to 30 years, or a five- to seven-year adjustable-rate mortgage.

Before making a commitment to fund a construction loan, we generally require an appraisal of the property by an independent
licensed appraiser. The construction phase is carefully monitored to minimize our risk. All construction projects must be completed in
accordance with approved plans and approved by the municipality in which they are located. Loan proceeds are disbursed periodically
in increments as construction progresses and as inspections by our approved inspector’s warrant.

Land Development Loans. We originate loans to finance the development of land for agricultural purposes and for the
development of commercial and residential properties. Land development loans are generally secured by vacant land and/or property
that is in the process of improvement. At December 31, 2022, we had no land development loans outstanding.

Our land development loans may be structured as interest-only loans or amortizing. The interest rate generally floats, at the
prime rate or prime rate plus a margin. We offer financing to purchase or refinance land for agricultural purposes or development
with a maximum loan to value ratio of 65%. However, if we are providing financing to improve the land, the maximum loan to value
ratio will generally be 80% of the appraised value on a completed basis or the cost of completion, whichever is less.

Land development loans generally involve greater credit risk than long-term financing on improved, owner-occupied real estate.
In the event a loan is made on property that is not yet approved for the planned development, there is a risk that necessary approvals
will not be granted or will be delayed. Risk of loss on a land development loan also depends upon the accuracy of the initial estimate
of the value of the property at completion of construction compared to the estimated cost (including interest) of construction and other
assumptions. If the estimate of development costs is inaccurate, we may be required to advance additional funds beyond the amount
originally committed in order to protect the value of the property. Moreover, if the estimated value of the completed project is
inaccurate, the borrower may hold a property with a value that is insufficient to assure full repayment of the construction loan upon
the sale of the property. Land development loans also carry the risk that improvements will not be completed on time in accordance
with specifications and projected costs. In addition, repayment of these loans can be dependent on the sale of the property to third
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parties, and the ultimate sale or rental of the property may not occur as anticipated. Personal guarantees are generally obtained from
the principals of commercial real estate loans.

Before making a commitment to fund a land development loan, we generally require an appraisal of the property by an
independent licensed appraiser. We generally monitor the land loan in a similar fashion to our comparable commercial real estate loan.

Commercial Lending. At December 31, 2022, we had $43.7 million of commercial loans, representing 12.1% of our total loan
portfolio. Our commercial loan portfolio at December 31, 2022 included $318,000 of PPP loans, most of which we expect will be
forgiven or paid in 2023. We originate commercial loans and lines of credit secured by non-real estate business assets. These loans are
made based primarily on historical and projected cash flows of the borrower and secondarily on the underlying collateral provided by
the borrower. The cash flows of borrowers, however, may not behave as forecasted, and collateral securing loans may fluctuate in
value because of economic or individual performance factors. Financial information is obtained from the borrowers to evaluate cash
flow sufficiency to service debt and is periodically updated during the life of the loan. These loans are generally originated to small
businesses in our primary market area. Our commercial loans are generally used by the borrowers for working capital purposes or for
acquiring equipment, inventory or furniture, and are primarily secured by business assets other than real estate, such as business
equipment, inventory and accounts receivable. Our commercial loans are generally term loans with terms of three to seven years and
lines of credit with terms of one to two years, with a target loan size of $250,000 to $8.0 million. Our commercial and industrial lines
of credit are generally priced on an adjustable-rate basis tied to the prime rate. Term loans are generally priced at a spread over the
applicable U.S. Treasury rate. We generally obtain personal guarantees with commercial loans.

At December 31, 2022, our largest outstanding commercial and industrial loan commitment totaled $10.0 million. The primary
business of this company is providing lease financing for commercial and industrial equipment. The outstanding balance on this
relationship was $6.4 million at December 31, 2022. Our second largest commitment totaled $7.5 million at December 31, 2022, of
which $6.0 million was outstanding. The primary business of this company is the sales and distribution of industrial supplies and
equipment. Our third largest commitment totaled $6.8 million, of which $5.4 million was outstanding. This borrower's primary
business is providing equipment financing to small businesses. All of these commitments were performing in accordance with their
repayment terms at December 31, 2022.

We typically originate commercial loans on the basis of the borrower’s ability to make repayment from the cash flow of the
borrower’s business, the experience and stability of the borrower’s management team, earnings projections and their underlying
assumptions, and the value and marketability of any collateral securing the loan. As a result, the availability of funds for the
repayment of commercial loans may be substantially dependent on the success of the business itself and the general economic
environment in our market area. Therefore, commercial loans that we originate have greater credit risk than one-to-four family
residential real estate loans. In addition, commercial loans often result in larger outstanding balances to single borrowers, or related
groups of borrowers, and also generally require substantially greater evaluation and oversight efforts.

Consumer Lending. Our consumer lending portfolio, which totals $18.7 million as of December 31, 2022 and represented 5.2%
of our total loan portfolio, consisted almost entirely of home equity loans. At December 31, 2022, there were $18.6 million of
outstanding balances on home equity lines of credit, which the lines of credit had an additional $21.7 million available to draw. We
also offer a variety of consumer loans to individuals who reside or work in our market area, including home equity lines of credit, new
and used automobile loans, boat loans, recreational vehicle loans and loans secured by certificates of deposit. At December 31, 2022,
we had $6,000 of unsecured consumer loans.

Generally, our home equity lines of credit are underwritten with a maximum loan to value of 85%, a minimum credit score of
640 and a maximum debt to income ratio of 43%.

Consumer loans generally have shorter terms to maturity, which reduces our exposure to changes in interest rates. In addition,
management believes that offering consumer loan products helps to expand and create stronger ties to our existing customer base by
increasing the number of customer relationships and providing cross-marketing opportunities.

Originations, Sales and Purchases of Loans

Our loan originations are generated by our loan personnel operating at our banking offices. While we originate both fixed-rate
and adjustable-rate loans, our ability to generate each type of loan depends upon relative borrower demand and the pricing levels as set
in the local marketplace by competing banks, thrifts, credit unions, and mortgage banking companies. Our volume of real estate loan
originations is influenced significantly by market interest rates, and, accordingly, the volume of our real estate loan originations can
vary from period to period.
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We consider our balance sheet as well as market conditions on an ongoing basis in making decisions as to whether to hold loans
we originate for investment or to sell such residential loans to investors, choosing the strategy that is most advantageous to us from a
profitability and risk management standpoint. We sell the majority of the fixed-rate conforming and eligible jumbo one- to four-family
residential real estate loans that we originate, on both a servicing-released and servicing-retained basis, with limited or no recourse,
while retaining some non-eligible fixed-rate and adjustable-rate one- to four-family residential real estate loans in order to manage the
duration and time to repricing of our loan portfolio. For the year ended December 31, 2022, we sold $23.3 million of one- to four-
family residential real estate loans, of which $21.8 million were originated in 2022 and $1.5 million were originated prior to 2022. For
the year ended December 31, 2021, we sold $122.9 million of one- to four-family residential real estate loans.

The loans that we originate to sell are closed in our name, and are subsequently sold to our investors who provide Fannie Mae
and Freddie Mac conventional products as well as Federal Housing Administration and Veterans Affairs government loans. We
recognize, at the time of sale, the cash gain or loss on the sale of the loans based on the difference between the net cash proceeds
received and the carrying value of the loans sold. Subject to market and economic conditions, management intends to continue this
sales activity in future periods to generate gain on sale income.

Mortgage servicing rights, which are acquired when we sell a loan but retain the servicing rights, are recognized as a separate
asset. As of December 31, 2022, we had $1.9 million in mortgage servicing rights. The fair value of our mortgage servicing rights is
appraised by a third party provider. Servicing fee income is recorded for fees earned for servicing loans. The fees are based on a
contractual percentage of the outstanding principal or a fixed amount per loan and are recorded as income when earned.

During 2022, we increased purchases of commercial real estate and commercial loan participations secured by properties and/or
business assets within and outside of our primary lending market area in which we are not the lead lender. In these circumstances, we
follow our customary loan underwriting and approval policies. At December 31, 2022, we had 12 credit relationships with outstanding
balances totaling $31.6 million and the ability to draw an additional $41.2 million, in which we were not the lead lender. All of these
loans were performing in accordance with their original repayment terms. PyraMax Bank’s growth strategy includes the purchase of
loan participations that meet our underwriting standards from local financial institutions with which we have existing relationships.
We also have participated out portions of a loan that exceeded our loans-to-one borrower legal lending limit and for risk
diversification. Historically, we have not purchased whole loans, however, pursuant to our growth strategy, we may purchase whole
loans in the future.

Loan Approval Procedures and Authority

Pursuant to federal law, the aggregate amount of loans that PyraMax Bank is permitted to make to any one borrower or a group
of related borrowers is generally limited to 15% of PyraMax Bank’s unimpaired capital and surplus (25% if the amount in excess of
15% is secured by “readily marketable collateral” or 30% for certain residential development loans). At December 31, 2022, based on
the 15% limitation, PyraMax Bank’s loans-to-one-borrower limit was $10.3 million. At December 31, 2022, PyraMax Bank had no
individual borrower with outstanding balances in excess of this amount. Although PyraMax Bank currently has an internal limit of
$8.0 million, the board of directors must approve all loans in excess of $2.0 million. In the future the board of directors may consider
increasing or decreasing this internal limit.

Our lending is subject to written underwriting standards and origination procedures. Decisions on loan applications are made on
the basis of detailed information submitted by the prospective borrower, credit histories that we obtain, and property valuations
(consistent with our appraisal policy) prepared by outside independent licensed appraisers approved by our board of directors as well
as internal evaluations, where permitted by regulations. The loan information is primarily designed to determine the borrower’s ability
to repay the requested loan, and the more significant items are verified through use of credit reports, bank statements and tax returns.

All loan approval amounts are based on the aggregate loans, including total balances of outstanding loans and the proposed loan
to the individual borrower and any related entity. Our President and Chief Executive Officer and our Senior Vice President-Strategic
Planning have individual authorization to approve loans up to an aggregate exposure to one borrower of $2.0 million. Our Officers’
Loan Committee, which consists of our President and Chief Executive Officer, Chief Operating Officer, Chief Credit Officer, Chief
Financial Officer, Chief Lending Officer and Senior Vice President-Strategic Planning, can approve loans up to $2.0 million in the
aggregate. Loans in excess of $2.0 million require the approval of our board of directors, or, if exigent circumstances exist, the Chief
Credit Officer and President and Chief Executive Officer may approve such loans if the board of directors is unavailable and such
approval is based on a recommendation of the Chief Credit Officer and is subsequently approved by the board of directors.

In addition, the following individuals have retail consumer loan authority for individual loans: our Chief Operating Officer can
approve retail loans up to $200,000; our Vice President-Retail Operations and Senior Underwriters can approve retail loans up to
$150,000; our Junior Underwriters can approve retail loans up to $100,000; and one Branch Executive Officer can approve retail loans
up to $75,000 while all other Branch Executive Officers can approve retail loans up to $1,000.
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Our Chief Operating Officer, Vice President-Retail Loan Operations, and Senior Underwriters and Underwriters have authority
to approve conforming mortgage loans up to the secondary market limit.

Generally, we require title insurance or abstracts on our mortgage loans as well as fire and extended coverage casualty insurance
in amounts at least equal to the principal amount of the loan or the value of improvements on the property, depending on the type of
loan.

From time to time, a loan applicant may not meet one or more of the loan policy or loan program requirements, resulting in a
denial of the loan application. The loan officer may seek an exception, by providing detailed information to explain the
policy/program exception along with other pertinent information. The following individuals have the authority to approve these
requests with the indicated loan limits for commercial mortgage loans and consumer loans: the board of directors may approve loans
with exceptions up to the legal lending limit of PyraMax Bank; the Officers Loan Committee and our President and Chief Executive
Officer may approve loans with exceptions up to $2.0 million; and our Chief Credit Officer may approve loans with exceptions up to
$1.0 million. Our Chief Operating Officer has the authority to approve exceptions on conforming mortgage loans up to the secondary
market limits, however, the loan would still need to qualify for sale in the secondary market after granting the exception. Our Chief
Operating Officer and Senior Vice President-Mortgage Lending have exception authority for consumer loans with limits up to
$200,000 and our Resolution Officer and Vice President-Retail Banking have exception authority for consumer loans with limits up to
$150,000.

Delinquencies and Non-Performing Assets

Delinquency Procedures for Owner Occupied One- to Four-Family Residential and Consumer Loans. When an owner-
occupied residential real estate or consumer loan payment becomes 16 days past due, we contact the customer by mailing a late notice.
A loan officer and/or members of our loan collection department may also contact the customer. If a loan payment becomes 30 days
past due, we mail an additional late notice, and we also place telephone calls to the borrower. These loan collection efforts continue
until a loan becomes 90-120 days past due, at which point we would generally refer the loan for foreclosure proceedings unless
management determines that it is in the best interest of PyraMax Bank to work further with the borrower to arrange a workout plan.
The foreclosure process generally would begin when a loan becomes 120 days delinquent. From time to time, we may accept deeds in
lieu of foreclosure.

Delinquency Procedures for Commercial and Commercial Real Estate Loans. When a commercial loan or commercial real
estate loan becomes 10 days past due, we contact the customer by mailing a late notice. The loan officer assigned to the account may
also contact the borrower. If the loan continues to run past due, the loan officer will continue to contact the borrower to determine the
cause of the past due payment(s) and arrange for payments. This information will be discussed with the Chief Credit Officer to
determine the nature of the past due payment and, if necessary, to develop a plan to bring the past due payment(s) current and
determine if the likelihood of repayment is in question. The loan will also be evaluated for a change to the risk rating. Depending on
the circumstances, the lender and Chief Credit Officer may develop a plan to protect PyraMax Bank’s interest in the loan. If necessary,
PyraMax Bank will engage an attorney to pursue further collection efforts.

Our High-Risk Loan Committee, which consists of our President, Chief Credit Officer, Chief Financial Officer and Chief
Lending Officer provides oversight of stressed commercial and retail loans to mitigate identified risks.

Loans Past Due and Non-performing Assets. Loans are reviewed on a regular basis. Management determines that a loan is
impaired or non-performing when it is probable at least a portion of the loan will not be collected in accordance with the original
terms due to a deterioration in the financial condition of the borrower or the value of the underlying collateral if the loan is collateral
dependent. When a loan is determined to be impaired, the measurement of the loan in the allowance for loan losses analysis is based
on the present value of expected future cash flows, except that all collateral-dependent loans are measured for impairment based on
the fair value of the collateral less estimated costs to sell. Non-accrual loans are loans for which collectability is questionable and,
therefore, interest on such loans will no longer be recognized on an accrual basis. All loans that become 90 days or more delinquent
are placed on non-accrual status unless the loan is well secured and in the process of collection. When loans are placed on non-accrual
status, unpaid accrued interest is fully reversed, and further income is recognized only to the extent received on a cash basis or cost
recovery method.

When we acquire real estate as a result of foreclosure, the real estate is classified as foreclosed assets. Foreclosed assets are
recorded at the lower of carrying amount or fair value, less estimated costs to sell. Soon after acquisition, we order a new appraisal, or
evaluation when acceptable, to determine the current market value of the property. Any excess of the recorded value of the loan over
the market value of the property is charged against the allowance for loan losses, or, if the existing allowance is inadequate, charged to
expense, in either case during the applicable period of such determination. After acquisition, all costs incurred in maintaining the

14



property are expensed. Costs relating to the development and improvement of the property, however, are capitalized to the extent of
estimated fair value less estimated costs to sell.

Non-performing Loans. We generally cease accruing interest on our loans when contractual payments of principal or interest
have become 90 days past due or management has serious doubts about further collectability of principal or interest, even though the
loan is currently performing. A loan may remain on accrual status if it is in the process of collection and is either guaranteed or well
secured. When a loan is placed on non-accrual status, unpaid interest credited to income is reversed. Interest received on non-accrual
loans generally is applied against principal or interest and is recognized on a cash basis. Generally, loans are restored to accrual status
when the obligation is brought current, has performed in accordance with the contractual terms for a reasonable period of time and the
ultimate collectability of the total contractual principal and interest is no longer in doubt.

Non-accrual loans decreased to $769,000, or 0.21% of total loans, at December 31, 2022 from $1.0 million, or 0.31% of total
loans, at December 31, 2021. The decrease in non-accrual loans was primarily due to a decrease in non-accrual loans in the residential
real estate first mortgage loan category.

Troubled Debt Restructurings. Loans are accounted for as troubled debt restructurings when a borrower is experiencing
financial difficulties that lead to a restructuring of the loan, and PyraMax Bank grants a concession to the borrower that it would not
otherwise consider. These concessions include a modification of terms, such as a reduction of the stated interest rate or loan balance, a
reduction of accrued interest, an extension of the maturity date at an interest rate lower than current market rate for a new loan with
similar risk, or some combination thereof to facilitate payment. Troubled debt restructurings are considered impaired loans. No
additional loan commitments were outstanding to our troubled debt restructured borrowers at December 31, 2022.

Loans on non-accrual status at the date of modification are initially classified as non-accrual troubled debt restructurings. At
December 31, 2022, we had $183,000 in non-accrual troubled debt restructurings, none of which were in the process of foreclosure as
of December 31, 2022. Our policy provides that troubled debt restructured loans are returned to accrual status after a period of
satisfactory and reasonable future payment performance under the terms of the restructuring. Satisfactory payment performance is
generally no less than six consecutive months of timely payments. At December 31, 2022, we had $355,000 in accruing troubled debt
restructurings.

Foreclosed Assets. Foreclosed assets consist of property acquired through formal foreclosure, in-substance foreclosure or by
deed in lieu of foreclosure, and are recorded at the lower of recorded investment or fair value less estimated costs to sell. Write-downs
from recorded investment to fair value, which are required at the time of foreclosure, are charged to the allowance for loan losses.
After transfer, adjustments to the carrying value of the properties that result from subsequent declines in value are charged to
operations in the period in which the declines occur. During the years ended December 31, 2022 and December 31, 2021, no loans
were transferred into foreclosed assets.

Classified Assets. Federal regulations provide for the classification of loans and other assets, such as debt and equity securities
considered by the Office of the Comptroller of the Currency to be of lesser quality, as “substandard,” “doubtful” or “loss.” An asset is
considered “substandard” if it is inadequately protected by the current net worth and paying capacity of the obligor or of the collateral
pledged, if any. “Substandard” assets include those characterized by the “distinct possibility” that the insured institution will sustain
“some loss” if the deficiencies are not corrected. Assets classified as “doubtful” have all of the weaknesses inherent in those classified
“substandard,” with the added characteristic that the weaknesses present make “collection or liquidation in full,” on the basis of
currently existing facts, conditions, and values, “highly questionable and improbable.” Assets classified as “loss” are those considered
“uncollectible” and of such little value that their continuance as assets without the establishment of a specific loss reserve is not
warranted. Assets which do not currently expose the insured institution to sufficient risk to warrant classification in one of the
aforementioned categories but possess weaknesses are designated as “special mention” by our management.

When an insured institution classifies problem assets as either substandard or doubtful, it may establish general allowances in an
amount deemed prudent by management to cover probable accrued losses in the loan portfolio. General allowances represent loss
allowances which have been established to cover probable accrued losses associated with lending activities, but which, unlike specific
allowances, have not been allocated to particular problem assets. When an insured institution classifies problem assets as “loss,” it is
required either to establish a specific allowance for losses equal to 100% of that portion of the asset so classified or to charge-off such
amount. An institution’s determination as to the classification of its assets and the amount of its valuation allowances is subject to
review by the regulatory authorities, which may require the establishment of additional general or specific loss allowances.

In accordance with our loan policy, we regularly review the problem loans in our portfolio to determine whether any loans
require classification in accordance with applicable regulations. Loans are listed on the “watch/special mention list” where
management has some concern that the collateral or debt service ability may not be adequate, although the collectability of the
contractual loan payments is still probable. If a loan deteriorates in asset quality, the classification is changed to “substandard,”
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“doubtful” or “loss” depending on the circumstances and the evaluation. For commercial loans, “substandard” ratings are assigned to
loans that do not have adequate collateral and/or debt service ability such that collectability of the contractual loan payments is no
longer probable. For commercial loans, “doubtful” ratings are assigned to loans that do not have adequate collateral and/or debt
service ability, and collectability of the contractual loan payments is unlikely. Generally, loans 90 days or more past due are placed on
non-accrual status and classified “substandard.” Management reviews the status of each impaired loan on our watch list on a quarterly
basis.

Allowance for Loan Losses

The allowance for loan losses is maintained at a level which, in management’s judgment, is adequate to absorb probable credit
losses inherent in the loan portfolio. The amount of the allowance is based on management’s evaluation of the collectability of the
loan portfolio, including the nature of the portfolio, credit concentrations, trends in historical loss experience, specific impaired loans,
and economic conditions. Allowances for impaired loans are generally determined based on collateral values or the present value of
estimated cash flows. Because of uncertainties associated with regional economic conditions, collateral values, and future cash flows
on impaired loans, it is reasonably possible that management’s estimate of probable credit losses inherent in the loan portfolio and the
related allowance may change materially in the near-term. The allowance is increased by a provision for loan losses, which is charged
to expense and reduced by full and partial charge-offs, net of recoveries. Changes in the allowance relating to impaired loans are
charged or credited to the provision for loan losses. Management’s periodic evaluation of the adequacy of the allowance is based on
various factors, including, but not limited to, management’s ongoing review and grading of loans, facts and issues related to specific
loans, historical loan loss and delinquency experience, trends in past due and non-accrual loans, existing risk characteristics of specific
loans or loan pools, the fair value of underlying collateral, current economic conditions and other qualitative and quantitative factors
which could affect potential credit losses.

As an integral part of their examination process, the Office of the Comptroller of the Currency will periodically review our
allowance for loan losses, and as a result of such reviews, we may have to adjust our allowance for loan losses. However, regulatory
agencies are not directly involved in the process for establishing the allowance for loan losses as the process is our responsibility and
any increase or decrease in the allowance is the responsibility of management.

Allowance for Loan Losses. The following table sets forth certain ratios related to our allowance for loan losses for the periods
indicated. The allowance calculations for 2022 and 2021 are based on the historical method of recording allowance for loan losses
that are probable, rather than the new CECL model.

Year Ended December 31,
2022 2021
(Dollars in thousands)

Allowance for loan losses at end of period $ 3203 $ 2,858
Non-accrual loans at end of period $ 769 $ 1,017
Total loans at end of period $ 361,947 $ 325,992
Allowance for loan losses to total loans outstanding at end

of period 0.89% 0.88%
Non-accrual loans to total loans outstanding at end of period 0.21% 0.31%
Non-accrual loans to total loans (excluding PPP loans) 0.21% 0.32%
Allowance for loan losses to non-accrual loans at end of

period 416.72% 280.96%
Net charge-offs (recoveries) to average loans outstanding

during period — Commercial loans (0.03)% (0.01)%
Net charge-offs (recoveries) to average loans outstanding

during period — Residential real estate loans (0.01)% 0.00%
Net charge-offs (recoveries) to average loans outstanding

during period — Consumer loans (0.30)% (0.54)%
Net charge-offs (recoveries) to average loans outstanding

during period — Total (0.04)% (0.04)%

At December 31, 2022, our allowance for loan losses represented 0.89% of total loans and at December 31, 2021, our allowance
for loan losses represented 0.88% of total loans. The allowance for loan losses to non-accrual loans ratio increased to 416.7% at
December 31, 2022, compared to 281.0% at December 31, 2021 due to a reduction in non-accrual loans and an increase in the
allowance for loan losses. Non-accrual loans decreased $248,000, or 24.4%, to $769,000 at December 31, 2022, compared to $1.0
million at December 31, 2021. We recorded provision expense of $222,000 during the year ended December 31, 2022, as compared
to $30,000 for the year ended December 31, 2021. The increase in provision expense was primarily due to the growth in our loan
portfolio during 2022 and ongoing uncertainties related to the COVID-19 pandemic. Net loan (recoveries) charge-offs were
($123,000) and ($125,000) during the years ended December 31, 2022 and 2021, respectively.
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Allocation of Allowance for Loan Losses. The following table sets forth the allowance for loan losses allocated by loan
category, the total loan balances by category, and the percent of loans in each category to total loans at the dates indicated. The
allowance for loan losses allocated to each category is not necessarily indicative of future losses in any particular category and does
not restrict the use of the allowance to absorb losses in other categories.

At December 31,
2022 2021
Percent of Percent of
Allowance Percent of Allowance Percent of
in Category Loans in in Category Loans in
Allowance to Total Each Allowance to Total Each
for Loan Allocated Category to for Loan Allocated Category to
Losses Allowance Total Loans Losses Allowance Total Loans
(Dollars in thousands)
Residential real estate $ 752 23.5% 24.5% $ 745 26.0% 25.8%
Commercial 1,944 60.7% 70.3% 1,657 58.0% 68.9%
Consumer 507 15.8% 52% 456 16.0% 5.3%
Total allocated allowance $ 3203 100.0% 100.0% $ 2,858 100.0% 100.0%

Although we believe that we use the best information available to establish the allowance for loan losses, future adjustments to
the allowance for loan losses may be necessary and results of operations could be adversely affected if circumstances differ
substantially from the assumptions used in making the determinations. Because future events affecting borrowers and collateral cannot
be predicted with certainty, the existing allowance for loan losses may not be adequate and management may determine that increases
in the allowance are necessary if the quality of any portion of our loan portfolio deteriorates as a result. Any material increase in the
allowance for loan losses may adversely affect our financial condition and results of operations.

Investment Activities

General. The goals of our investment policy are to provide and maintain liquidity to meet deposit withdrawal and loan funding
needs, to help mitigate interest rate and market risk, to diversify our assets, and to generate a reasonable rate of return on funds within
the context of our interest rate and credit risk objectives. Our board of directors is responsible for adopting our investment policy. The
investment policy is reviewed annually by the board of directors. Authority to make investments under the approved investment policy
guidelines is delegated to our president and chief executive officer and our chief financial officer. All investment transactions are
reviewed at the next regularly scheduled meeting of the board of directors. All of our investment securities are classified as available-
for-sale.

We have legal authority to invest in various types of liquid assets, including U.S. Treasury obligations, securities of various
government-sponsored enterprises and municipal governments, deposits at the Federal Home Loan Bank of Chicago, certificates of
deposit of federally insured institutions, investment grade corporate bonds and investment grade marketable equity securities. We also
are required to maintain an investment in Federal Home Loan Bank of Chicago stock. While we have the authority under applicable
law to invest in derivative securities, we had no investments in derivative securities at December 31, 2022 or December 31, 2021.
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Portfolio Maturities and Yields. The following table sets forth the stated maturities and weighted average yields of investment
securities at December 31, 2022. Certain mortgage-backed and asset-backed securities have adjustable interest rates and will reprice
annually within the various maturity ranges. These repricing schedules are not reflected in the table below. Weighted average yield
calculations on investment securities available for sale do not give effect to changes in fair value that are reflected as a component of
equity.

More than One Year to More than Five Years to More than Ten
One Year or Less Five Years Ten Years Years Total
Weighted Weighted Weighted Weighted Weighted
Amortized Average Amortized Average Amortized Average Amortized Average Amortized Fair Average
Cost Yield Cost Yield Cost Yield Cost Yield Cost Value Yield

(Dollars in thousands)
Securities available-for-sale:

U.S. Treasury notes $ — 3 — $ 23,781 1.22% $ 5,816 1.47% $ — — $ 29597 § 26,627 1.27%
Obligations of states

and political

subdivisions $ 1,571 2.32% 1,992 2.38% 10,063 1.90% 7,753 1.91% 21,379 17,656 1.98%
Government-

sponsored

mortgage-backed

securities 163 2.12% 4,361 2.68% 24,593 1.72% 44,118 1.92% 73,235 64,267 1.90%
Asset-backed securities — — — — — — 4,563 5.54% 4,563 4,517 5.54%
Certificates of deposit 465 2.65% 994 2.82% — — — — 1,459 1,425 2.77%

Total $ 2,199 2.38% $ 31,128 1.55% § 40,472 1.73% $ 56,434 221% $ 130,233  $ 114,492 1.91%

U. S. Treasury Notes. At December 31,2022, we had U.S. Treasury notes totaling $26.6 million, which constituted 23.3% of
our portfolio. Our current U.S. Treasury notes have a weighted average maturity of 4.05 years. These securities are backed by the full
faith and credit of the U.S. government, are very actively traded and provide a high level of liquidity.

Obligations of State and Political Subdivision (“Municipal”) Securities. At December 31, 2022, we had municipal securities
totaling $17.7 million, which constituted 15.4% of our securities portfolio. Our current municipal securities have a weighted average
maturity of 8.13 years. These securities often provide slightly higher after-tax yields than U.S. government and agency securities and
mortgage-backed securities, but are not as liquid as other investments, so we typically maintain investments in municipal securities, to
the extent appropriate, for generating returns in our investment portfolio.

Government-sponsored Mortgage-Backed Securities. At December 31, 2022, we had government-sponsored mortgage-backed
securities totaling $64.3 million, which constituted 56.1% of our securities portfolio. Mortgage-backed securities are securities issued
in the secondary market that are collateralized by pools of mortgages. Certain types of mortgage-backed securities are commonly
referred to as “pass-through” certificates because the principal and interest of the underlying loans is “passed through” to investors, net
of certain costs, including servicing and guarantee fees. We invest primarily in mortgage-backed securities backed by one- to four-
family mortgages. All of our mortgage-backed securities are either backed by Ginnie Mae, a U.S. government agency, the SBA, or
government-sponsored enterprises, such as Fannie Mae and Freddie Mac.

Residential and commercial mortgage-backed securities issued by U.S. government agencies and government-sponsored
enterprises are more liquid than individual mortgage loans because there is an active trading market for such securities. In addition,
residential and commercial mortgage-backed securities may be used to collateralize our borrowings with the Federal Home Loan and
the Federal Reserve Banks. Investments in residential and commercial mortgage-backed securities involve a risk that actual payments
will be greater or less than the prepayment rate estimated at the time of purchase, which may require adjustments to the amortization
of any premium or accretion of any discount relating to such interests, thereby affecting the net yield on our securities. Current
prepayment speeds determine whether prepayment estimates require modification that could cause amortization or accretion
adjustments.

Asset-backed Securities. At December 31, 2022, we had asset-backed securities comprised of pools of student loans totaling
$4.5 million, which constituted 3.9% of our securities portfolio, and had a weighted average maturity of 13.68 years. All of our asset-
backed securities are investment grade and have interest rates tied to an index (LIBOR). See “Risk Factors - Other Risks Related to
Our Business - We will be required to transition from the use of the LIBOR interest rate index in the future.”

Certificates of Deposit. At December 31, 2022, we had certificates of deposit totaling $1.4 million, which constituted 1.2% of
our securities portfolio, and had a weighted average maturity of 1.35 years. While these securities generally provide lower yields than
other investments in our securities investment portfolio, we maintain these investments, to the extent we deem appropriate, for
liquidity purposes.

18



Federal Home Loan Bank Stock. We held common stock of the Federal Home Loan Bank of Chicago in connection with our
borrowing activities totaling $3.4 million at December 31, 2022. The Federal Home Loan Bank of Chicago common stock is carried at
cost. We may be required to purchase additional Federal Home Loan Bank of Chicago stock if we increase borrowings in the future.

Bank-Owned Life Insurance. We invest in bank-owned life insurance to provide us with a funding source for certain of our
benefit plan obligations, to provide for the potential loss in revenue and replacement costs associated with the loss of a key member of
the management team and provide supplemental death benefits to key personnel. Bank-owned life insurance also generally provides us
non-interest income that is non-taxable. At December 31, 2022, our balance in bank-owned life insurance totaled $14.3 million and
was issued by two insurance companies, each of which was rated AA+ by Standard & Poor’s.

Sources of Funds

General. Deposits have traditionally been our primary source of funds for use in lending and investment activities. We also use
borrowings, primarily Federal Home Loan Bank of Chicago advances, to supplement cash flow needs, lengthen the maturities of
liabilities for interest rate risk purposes and to manage the cost of funds. In addition, we receive funds from scheduled loan payments,
loan and mortgage-backed securities prepayments, maturities and calls of available-for-sale securities, retained earnings and income
on earning assets. While scheduled loan payments and income on earning assets are relatively stable sources of funds, deposit inflows
and outflows can vary widely and are influenced by prevailing interest rates, market conditions and levels of competition.

Deposits. Our deposits are generated primarily from residents within our primary market area. We offer a selection of deposit
accounts, including non-interest-bearing checking accounts, interest-bearing checking accounts, money market accounts, statement
savings, health savings and certificates of deposit. Deposit account terms vary, with the principal differences being the minimum
balance required, the amount of time the funds must remain on deposit and the interest rate. At December 31, 2022, our core deposits,
which are deposits other than certificates of deposit, were $308.2 million, representing 79.5% of total deposits. As part of our business
strategy, we intend to continue our effort to increase our core deposits.

Interest rates, maturity terms, service fees and withdrawal penalties are established on a periodic basis. Deposit rates and terms
are based primarily on current operating strategies and market rates, liquidity requirements, rates paid by competitors and growth
goals. The flow of deposits is influenced significantly by general economic conditions, changes in interest rates and competition. The
variety of deposit accounts that we offer allows us to be competitive in generating deposits and to respond with flexibility to changes
in our customers’ demands. Our ability to gather deposits is impacted by the competitive market in which we operate, which includes
numerous financial institutions of varying sizes offering a wide range of products. We believe that deposits are a stable source of
funds, but our ability to attract and maintain deposits at favorable rates will be affected by market conditions, including competition
and prevailing interest rates.

Our strategy is to not be the market leader in overall pricing for deposits. We find it more profitable to concentrate on specific
special rate and term accounts, which allows us to add accounts without impacting our overall liability costs for existing accounts. We
concentrate on odd-month, longer term certificates and larger minimum balance non-maturity deposits to generate new funds.
Additionally, we have an established Treasury Management department, which concentrates on gathering deposits from both existing
commercial loan clients and new commercial prospects. We anticipate that Treasury Management activities will continue to have a
positive impact on lower cost deposits and will aid in retaining full-service clients.

The following tables set forth the distribution of total deposit accounts, by account type, for the periods indicated.

2022 2021
Amount Percent Rate Amount Percent Rate
(Dollars in thousands)
Noninterest-bearing checking accounts $ 92,465 23.8% 0.00% $ 106,664 27.7% 0.00%
Negotiable order of withdrawal accounts 32,514 8.4% 0.21% 37,467 9.7% 0.10%
Money market accounts 121,215 31.3% 0.59% 94,823 24.7% 0.27%
Savings accounts 61,969 16.0% 0.05% 64,954 16.9% 0.05%
Certificates of deposit (1) 79,558 20.5% 0.55% 80,593 21.0% 0.55%
Total $387,721 100.0% 0.27% $384,501 100.0% 0.22%

(1)  We had no brokered deposits as of December 31, 2022 or December 31, 2021.
As of December 31, 2022, the amount of total uninsured deposits (i.e., deposits that exceeded the $250,000 FDIC insurance

limit) was $140.4 million, or 36.2% of total deposits. As of December 31, 2021, the amount of total uninsured deposits was $153.2
million, or 39.8% of total deposits.
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The amount of time deposits in excess of the FDIC insurance limit, all of which are certificates of deposits, was $8.4 million, or
10.6% of total time deposits as of December 31, 2022.

The following table indicates the amount of time deposits in uninsured accounts by time remaining until maturity at
December 31, 2022.

Maturity Period Dollar Amount
(Dollars in
thousands)

At December 31, 2022:

Three months or less $ 1,060

Over three through six months 526

Over six through twelve months 5,574

Over twelve months 1,214

Total $ 8,374

Borrowed Funds. We have an agreement with the Federal Home Loan Bank of Chicago that allows us to participate in their
credit programs. The amount that we are able to borrow is based upon the amount of capital stock that we own in the Federal Home
Loan Bank of Chicago and the amount of mortgage loans that we pledge as collateral to them. Such advances may be made pursuant
to several different credit programs, each of which has its own interest rate and range of maturities. We use such advances to provide
funding as a supplement to our deposits. To the extent such borrowings have different repricing terms than our deposits, they can
change our interest rate risk profile. At December 31, 2022, we had $71.5 million in advances from the Federal Home Loan Bank of
Chicago. At December 31, 2022 our available and unused portion of this borrowing agreement totaled $100.0 million, although we
may access additional advances if we purchase additional Federal Home Loan Bank of Chicago capital stock.

Additionally, at December 31, 2022 we had a $15.0 million federal funds line of credit with the BMO Harris Bank, none of
which was drawn at December 31, 2022. We also had a $9.1 million line of credit at the Federal Reserve based on pledged
commercial real estate loans of approximately $11.9 million at December 31, 2022. We had not drawn on the Federal Reserve line as
of both December 31, 2022 and 2021.

Subsidiary and Other Activities

PyraMax Bank is the wholly owned subsidiary of the Company, which in turn has a wholly owned subsidiary, PyraMax
Insurance Services LLC.

Expense and Tax Allocation

PyraMax Bank entered into a tax sharing agreement on January 8, 2019 with the Company’s predecessor to provide it with
certain administrative support services for compensation at a rate not less than the fair market value of the services provided. In
addition, PyraMax Bank and the Company’s predecessor entered into an agreement on January 8, 2019 to establish a method for
allocating and for reimbursing the payment of their consolidated tax liability.

Personnel

As of December 31, 2022, we had 93 full-time and 98.5 full-time equivalent employees. Our employees are not represented by
any collective bargaining group. Management believes that we have a good working relationship with our employees.

TAXATION
PyraMax Bank, PyraMax Insurance Services LLC and the Company are subject to federal and state income taxation in the same
general manner as other corporations, with some exceptions discussed below. The following discussion of federal and state taxation is
intended only to summarize material income tax matters and is not a comprehensive description of the tax rules applicable to the

Company, PyraMax Bank and PyraMax Insurance Services LLC.

The Company is generally no longer subject to federal tax examinations for years before 2019 and state tax examinations before
2018.
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Federal Taxation

Method of Accounting. For federal income tax purposes, the Company and PyraMax Bank currently report their income and
expenses on the accrual method of accounting and use a tax year ending December 31 for filing their federal income tax returns. The
Company and PyraMax Bank file a consolidated federal income tax return. The Small Business Protection Act of 1996 eliminated the
use of the reserve method of accounting for income taxes on bad debt reserves by savings institutions. For taxable years beginning
after 1995, PyraMax Bank has been subject to the same bad debt reserve rules as commercial banks. It currently utilizes the specific
charge-off method under Section 166 of the Internal Revenue Code of 1986, as amended (the “Internal Revenue Code”).

Net Operating Loss Carryovers. Under the Tax Cuts and Jobs Act, for federal losses originating in tax years after January 1,
2018, the Company is allowed an indefinite carryforward period limited to 80% of each subsequent year’s net income. At
December 31, 2022, the Company had a federal net operating loss carryover of $10.5 million that will begin to expire in 2030. Of this
$10.5 million, $2.5 million has no expiration due to the Tax Cuts and Jobs Act of 2017. The Company also has $473,000 of charitable
contribution carryforwards that may be applied against future taxable income and begin to expire in 2024.

As aresult of our reorganization and conversion from the two-tier mutual holding company structure to a fully converted stock
holding company and contemporaneous stock offering, we incurred an “ownership change” under Section 382 of the Internal Revenue
Code (“Section 382”). The persons who were considered our “owners” within the three-year period before the reorganization and
stock offering, i.e., the members of the Mutual Holding Company and public stockholders, owned less than 50% of the stock holding
company’s common stock immediately after the reorganization. In addition, an ownership change will occur if, over a rolling three-
year period, the percentage of the company stock owned by shareholders holding 5% or more of our common stock has increased by
more than 50 percentage points over the lowest percentage of common stock owned by such shareholders during such three-year
period.

In general, if a company incurs an ownership change under Section 382, the company’s ability to utilize its NOL carryforward
to offset its taxable income becomes limited to a certain amount per year. This limitation is generally computed by multiplying the fair
market value of the company immediately before the ownership change by an IRS published rate equal to the long-term tax-exempt
rate for the month in which the ownership change occurs. If we are unable to offset our taxable income to the maximum permitted
amount, we may incur additional income tax liability, which would adversely affect our results of operations. At this time, we do not
expect the Section 382 change in ownership to have a material impact on the results of operations.

Corporate Dividends. The Company may generally exclude from its income 100% of dividends received from PyraMax Bank
as a member of the same affiliated group of corporations.

State Taxation

The Company is subject to the Wisconsin corporate franchise (income) tax. Wisconsin imposes a corporate franchise tax of
7.9% on the combined taxable incomes of the members of the Company’s consolidated income tax group, which will include
PyraMax Bank and PyraMax Bank Insurance Services, LLC.

Net Operating Loss Carryovers. Wisconsin law allows financial institutions to carry forward a Wisconsin net operating loss to
the succeeding 20 taxable years. At December 31, 2022, the Company had Wisconsin net operating loss carryovers of $20.7 million
that will begin to expire in 2024. The Company also has $476,000 of charitable contribution carryforwards that may be applied against
future taxable income and begin to expire in 2024.

SUPERVISION AND REGULATION

General

As a federal savings bank, PyraMax Bank is subject to examination and regulation by the Office of the Comptroller of the
Currency, and is also subject to examination by the FDIC as its deposit insurer. The federal system of regulation and supervision
establishes a comprehensive framework of activities in which PyraMax Bank may engage and is intended primarily for the protection
of depositors and the FDIC’s Deposit Insurance Fund, and not for the protection of security holders. PyraMax Bank also is a member
of and owns stock in the Federal Home Loan Bank of Chicago, which is one of the 11 regional banks in the Federal Home Loan Bank
System.

Under this system of regulation, the regulatory authorities have extensive discretion in connection with their supervisory,
enforcement, rulemaking and examination activities and policies, including rules or policies that: establish minimum capital levels;
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restrict the timing and amount of dividend payments; govern the classification of assets; provide oversight for the adequacy of loan
loss reserves for regulatory purposes; and establish the timing and amounts of assessments and fees. Moreover, as part of their
examination authority, the banking regulators assign numerical ratings to banks and savings institutions relating to capital, asset
quality, management, liquidity, earnings, interest rate sensitivity and other factors. These ratings are inherently subjective and the
receipt of a less than satisfactory rating in one or more categories may result in enforcement action by the banking regulators against a
financial institution. A less than satisfactory rating may also prevent a financial institution, such as PyraMax Bank or its holding
company, from obtaining necessary regulatory approvals to access the capital markets, pay dividends, acquire other financial
institutions or establish new branches.

In addition, we must comply with significant anti-money laundering and anti-terrorism laws and regulations, Community
Reinvestment Act laws and regulations, and fair lending laws and regulations. Many financial “consumer protection” statutes are
implemented by regulations issued by the Consumer Financial Protection Bureau. For federal savings banks of PyraMax Bank FSB’s
asset size, compliance with such statutes and regulations is determined by the Office of the Comptroller of the Currency through its
examinations. Government agencies have the authority to impose monetary penalties and other sanctions on institutions that fail to
comply with these laws and regulations, which could significantly affect our business activities, including our ability to acquire other
financial institutions or expand our branch network.

As a savings and loan holding company, the Company is required to comply with the rules and regulations of the Federal
Reserve Board. It is required to file certain reports with the Federal Reserve Board and is subject to examination by and the
enforcement authority of the Federal Reserve Board. The Company is also subject to the rules and regulations of the Securities and
Exchange Commission under the federal securities laws.

Any change in applicable laws or regulations, whether by the Office of the Comptroller of the Currency, the FDIC, the Federal
Reserve Board, the Securities and Exchange Commission or Congress, could have a material adverse impact on the operations and
financial performance of the Company and PyraMax Bank.

Set forth below is a brief description of material regulatory requirements that are or will be applicable to PyraMax Bank and the
Company. The description is limited to certain material aspects of the statutes and regulations addressed, and is not intended to be a
complete description of such statutes and regulations and their effects on PyraMax Bank and the Company.

Federal Banking Regulation

Business Activities. A federal savings bank derives its lending and investment powers from the Home Owners’ Loan Act, as
amended, and applicable federal regulations. Under these laws and regulations, PyraMax Bank may generally invest in mortgage loans
secured by residential real estate without an aggregate limit and may invest in commercial real estate, commercial and industrial and
consumer loans, certain types of debt securities and certain other assets, subject to applicable limits. PyraMax Bank may also
establish, subject to specified investment limits, “operating subsidiaries” that engage in activities permitted for PyraMax itself and
service corporation subsidiaries that may engage in certain activities not otherwise permissible for PyraMax Bank, including real
estate investment and securities and insurance brokerage.

Effective July 1, 2019, the Office of the Comptroller of the Currency issued a final rule implementing a section of the Economic
Growth, Regulatory Relief and Consumer Protection Act (“EGRRCPA”) which permits an eligible federal savings bank with assets of
$20.0 billion or less as of December 31, 2017 to elect to operate with the business powers of a national bank, generally subject to the
same limitations and restrictions, without converting to a national bank charter. A federal savings bank that makes the so-called
“covered savings association” election must divest any activities or investments that are not permitted for a national bank. PyraMax
Bank had not made such an election as of December 31, 2022.

Capital Requirements. Federal regulations require federally insured depository institutions to meet several minimum capital
standards: a common equity Tier 1 capital to risk-based assets ratio of 4.5%, a Tier 1 capital to risk-based assets ratio of 6.0%, a total
capital to risk-based assets ratio of 8.0%, and a 4.0% Tier 1 capital to total assets leverage ratio.

In addition to establishing the minimum regulatory capital requirements, the regulations limit capital distributions and certain
discretionary bonus payments to management if the institution does not hold a “capital conservation buffer” consisting of 2.5% of
common equity Tier 1 capital to risk-weighted assets above the amount necessary to meet its minimum risk-based capital
requirements.

EGRRCPA required the federal banking agencies, including the Office of the Comptroller of the Currency, to establish a

“community bank leverage ratio” of between 8% and 10% for institutions with assets of less than $10 billion. Institutions with a
capital level at or exceeding the ratio and otherwise meeting the specified requirements, and electing the alternative framework, are
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considered to comply with the applicable regulatory capital requirements, including the risk-based requirements. Final rules issued by
the agencies established the community bank leverage ratio at 9% Tier 1 capital to total average assets, effective January 1, 2020. A
qualifying institution may opt in and out of the community bank leverage ratio framework on its quarterly call report. An institution
that temporarily ceases to meet any qualifying criteria is provided with a two-quarter grace period to regain compliance. Failure to
meet the qualifying criteria within the grace period or maintain a leverage ratio of 8% or greater requires the institution to comply with
the generally applicable regulatory capital requirements.

In 2020, the CARES Act lowered the community bank leverage ratio to 8%. The community bank leverage ratio was increased
to 8.5% for calendar year 2021 and to 9% thereafter. The Company did not opt in to the community bank leverage ratio framework for
the year ended December 31, 2022.

At December 31, 2022, PyraMax Bank exceeded all applicable capital requirements.

Loans-to-One Borrower. Generally, a federal savings bank, including a covered savings association, may not make a loan or
extend credit to a single or related group of borrowers in excess of 15% of unimpaired capital and surplus. An additional amount may
be loaned, equal to 10% of unimpaired capital and surplus, if the excess is secured by readily marketable collateral, which generally
does not include real estate. At December 31, 2022, PyraMax Bank was in compliance with the loans-to-one borrower limitations.

Capital Distributions. Federal regulations govern capital distributions by a federal savings bank, which include cash dividends
and other transactions charged to the savings bank’s capital account. A federal savings bank must file an application with the Office of
the Comptroller of the Currency for approval of a capital distribution if:

« the total capital distributions for the applicable calendar year exceed the sum of the savings bank’s net income for that
year to date plus the savings bank’s retained net income for the preceding two years;

« the savings bank would not be at least adequately capitalized following the distribution;
« the distribution would violate any applicable statute, regulation, agreement or regulatory condition; or

* the savings bank is not eligible for expedited treatment of its filings, generally due to an unsatisfactory CAMELS rating
or being subject to a cease-and-desist order or formal written agreement that requires action to improve the institution’s
financial condition.

Even if an application is not otherwise required, every savings bank that is a subsidiary of a savings and loan holding company,
such as PyraMax Bank, must still file a notice with the Federal Reserve Board at least 30 days before the board of directors declares a
dividend or approves a capital distribution.

A notice or application related to a capital distribution may be disapproved if:
» the federal savings bank would be undercapitalized following the distribution;
« the proposed capital distribution raises safety and soundness concerns; or

« the capital distribution would violate a prohibition contained in any statute, regulation or agreement.

In addition, the Federal Deposit Insurance Act generally provides that an insured depository institution may not make any
capital distribution if, after making such distribution, the institution would fail to meet any applicable regulatory capital requirement.
A federal savings bank also may not make a capital distribution that would reduce its regulatory capital below the amount required for
the liquidation account established in connection with its conversion to stock form.

Community Reinvestment Act and Fair Lending Laws. All insured depository institutions have a responsibility under the
Community Reinvestment Act and related regulations to help meet the credit needs of their communities, including low- and
moderate-income borrowers. The Office of the Comptroller of the Currency is required to assess the federal savings bank’s record of
compliance with the Community Reinvestment Act. A savings bank’s failure to comply with the provisions of the Community
Reinvestment Act could, at a minimum, result in denial of certain corporate applications such as branches or mergers, or in restrictions
on its activities. In addition, the Equal Credit Opportunity Act and the Fair Housing Act prohibit lenders from discriminating in their
lending practices. The failure to comply with the Equal Credit Opportunity Act and the Fair Housing Act could result in enforcement
actions by the Office of the Comptroller of the Currency, as well as other federal regulatory agencies and the Department of Justice.

In June 2020, the Office of the Comptroller of the Currency issued a final rule clarifying and expanding the activities that
qualify for Community Reinvestment Act credit and, according to the agency, seeking to create a more consistent and objective
method for evaluating Community Reinvestment Act performance. The final rule was effective October 1, 2020, but compliance with
certain of the revised requirements is not mandatory for institutions of PyraMax Bank’s asset size until January 1, 2024.
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The Community Reinvestment Act requires all institutions insured by the FDIC to publicly disclose their rating. PyraMax Bank
received an “Outstanding” Community Reinvestment Act rating in its most recent federal examination.

Transactions with Related Parties. An insured depository institution’s authority to engage in transactions with its affiliates is
limited by Sections 23A and 23B of the Federal Reserve Act and federal regulation. An affiliate is generally a company that controls,
or is under common control with, an insured depository institution such as PyraMax Bank, FSB. The Company is an affiliate of
PyraMax Bank because of its control of PyraMax Bank. In general, transactions between an insured depository institution and its
affiliates are subject to certain quantitative limits and collateral requirements. In addition, federal regulations prohibit a savings bank
from lending to any of its affiliates that are engaged in activities that are not permissible for bank holding companies and from
purchasing the securities of any affiliate, other than a subsidiary. Finally, transactions with affiliates must be consistent with safe and
sound banking practices, not involve the purchase of low-quality assets and be on terms that are as favorable to the institution as
comparable transactions with non-affiliates.

PyraMax Bank’s authority to extend credit to its directors, executive officers and 10% stockholders, as well as to entities
controlled by such persons, is currently governed by the requirements of Sections 22(g) and 22(h) of the Federal Reserve Act and
Regulation O of the Federal Reserve Board. Among other things, these provisions generally require that extensions of credit to
insiders:

*  be made on terms that are substantially the same as, and follow credit underwriting procedures that are not less stringent
than, those prevailing for comparable transactions with unaffiliated persons and that do not involve more than the normal
risk of repayment or present other unfavorable features; and

* not exceed certain limitations on the amount of credit extended to such persons, individually and in the aggregate, which
limits are based, in part, on the amount of PyraMax Bank’s capital.

In addition, extensions of credit in excess of certain limits must be approved by PyraMax Bank’s board of directors. Extensions
of credit to executive officers are subject to additional limits based on the type of extension involved.

Enforcement. The Office of the Comptroller of the Currency has primary enforcement responsibility over federal savings banks
and has authority to bring enforcement action against all “institution-affiliated parties,” including directors, officers, stockholders,
attorneys, appraisers and accountants who knowingly or recklessly participate in wrongful action likely to have an adverse effect on a
federal savings bank. Formal enforcement action by the Office of the Comptroller of the Currency may range from the issuance of a
capital directive or cease and desist order to removal of officers and/or directors of the institution and the appointment of a receiver or
conservator. Civil penalties cover a wide range of violations and actions, and range up to $25,000 per day, unless a finding of reckless
disregard is made, in which case penalties may be as high as $1.0 million per day. The Federal Deposit Insurance Corporation also has
the authority to terminate deposit insurance or recommend to the Office of the Comptroller of the Currency that enforcement action be
taken with respect to a particular federal savings bank. If such action is not taken, the Federal Deposit Insurance Corporation has
authority to take the action under specified circumstances.

Standards for Safety and Soundness. Federal law requires each federal banking agency to prescribe certain standards for all
insured depository institutions. These standards relate to, among other things, internal controls, information systems and audit
systems, loan documentation, credit underwriting, interest rate risk exposure, asset growth, compensation and other operational and
managerial standards as the agency deems appropriate. Interagency guidelines set forth the safety and soundness standards that the
federal banking agencies use to identify and address problems at insured depository institutions before capital becomes impaired. If
the appropriate federal banking agency determines that an institution fails to meet any standard prescribed by the guidelines, the
agency may require the institution to submit to the agency an acceptable plan to achieve compliance with the standard. If an institution
fails to meet these standards, the appropriate federal banking agency may require the institution to implement an acceptable
compliance plan. Failure to implement such a plan can result in further enforcement action, including the issu