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INBANKSHARES, CORP

To our Shareholders and Friends,

On behalf of our Management Team and our Board of Directors we are proud to share our 2023 Annual
Audited Financial Statements. We are grateful for your ongoing support and hope that you will plan to
join us on June 12, 2024 for our annual meeting of shareholders.

2023 was a challenging year for our industry. With the Fed hiking the federal funds rate 11 times and
525 bps over a 16-month period in 2022 and 2023 in an attempt to tame inflation, the funding dynamics
of our industry changed dramatically. We saw five bank failures in what turned out to be the largest
total of failed assets in a single year, and also witnessed the rescues of other distressed banks. I'm
proud to say that the InBank team has weathered this storm well. Our focus on customer relationships
and the granularity and diversity of our deposit base across 19 branches in 15 markets has allowed us to
manage the volatile interest rate environment and provide a safe and sound bank for our customers.
Throughout 2023, we were pleased to maintain a healthy balance sheet with higher capital ratios,
improved liquidity, stable loan and deposit balances, and consistent asset quality.

As a result, our team of talented bankers were able to focus their efforts on prudently serving our
customers’ deposit and credit needs, growing market share, and adding liquidity through organic growth
of new-to-bank clients. Recognizing that achieving success is more challenging today than in recent
years, we have strategically utilized the disruption in the industry to add significant talent and capacity
to our team, while continuing to control our noninterest expenses and grow the number of assets per
employee.

We welcomed two new executives and one new board member to the team in 2023. At the executive
level we were fortunate to add Bo Scott, our new President and Chief Banking Officer, who joined
InBank in July 2023. With Bo’s leadership we have added eight new bankers with deep market
experience across all of our major metro markets from Pueblo to Fort Collins. We have also continued
to develop and promote a talented pool of managers and associates from within. The investment in
new bankers was part of our initiative to reallocate expenses from managing under performers,
consolidation of positions, natural turnover and other cost savings initiatives.

In addition, we were privileged to welcome Michael Katz as InBank’s new Chief Credit Officer in
December 2023. Mike’s 30-plus years of deep C&I lending experience in Denver has been a great
complement to the InBank team and will be of great service to our clients as well. Mike will continue to
grow our credit administration and approval team and portfolio management team to support our
expanding commercial and consumer lending offerings.

At the board level, Sundeep Rana was appointed to the board to replace outgoing director David Volk in
September 2023. Mr. Rana is an experienced private equity and bank investor and brings extensive
financial industry and payments knowledge to our board.

In 2023, we expanded our existing SBA Preferred Lender Program and SBA lending team, which won the
7(a) Small Lender of the Year Award for Colorado in May 2023 from the Small Business Administration
(“SBA”) Colorado district office. In the third quarter of 2023, we developed a strategic partnership with
NOVATRAQ®, a specialized cloud-based SBA loan origination technology partner, to scale our operations



and improve the customer experience. This investment lead to the official launch of our SBA lending
division as INTQ Financial (“INTQ”). Tim Romano, a deeply experienced SBA executive, joined us to lead
INTQ as its Managing Director in August 2023. During the fourth quarter, we expanded our SBA sales
team beyond Denver in select markets nationally and invested in an experienced support team.

As a division of InBank, INTQ originates and services SBA 7(a), SBA 504, and USDA loans directly to
borrowers nationwide, and is developing a channel to make SBA loans to customers of other community
banks, whom do not have the expertise or process infrastructure. Based on early results, we believe
INTQ will generate significantly higher loan volumes of which 75% of the guaranteed portion of the loan
can be sold into secondary markets to generate gain-on-sale noninterest income. InBank will retain 25%
of the loan balance and receive a servicing fee for the continued servicing of the relationship making the
business a strong provider of fee income and very efficient from a capital and funding standpoint. We
have also invested in technology that will allow us to cross sell deposit, treasury and card services for
each of these new clients, allowing us to leverage our outstanding treasury management and payment
card products and teams. We expect INTQ to improve significantly our noninterest income in 2024 to
warrant the growth in noninterest expense.

We recognize the significance of these investments and believe they will help drive continued
improvement in performance in profitability and growth metrics. We believe the reallocation of
expenses in 2023 has allowed us to create capacity for the addition of new leadership and banking
teams that are well-positioned to win market share for us. Our investments in our commercial, treasury
management and card, and SBA teams will continue to add diversity to our revenue streams and help us
in managing InBank’s liquidity in these uncertain times.

2023 Audited Financial Statements

As reflected in our enclosed 2023 Audited Financial Statements, our balance sheet expanded $95.9
million, or 7.7% compared to the prior year, to end 2023 at $1.34 billion in assets. We improved on-
balance sheet liquidity as evidenced by our 77.0% loan to deposit ratio and a $80.8 million increase in
cash balances. This growth was funded by a $97.1 million, or 9.2% increase in total deposits and a $39.6
million decline in our investment portfolio, partially offset by net loan growth of $55.4 million, or 6.5%.
Despite the compression of our net interest margin from 4.17% in 2022 to 3.66% in 2023, net income of
$8.8 million remained flat year-over-year; however, EPS decreased from $0.84 per share in 2022 to
$0.75 per share in 2023 with more shares outstanding. We recorded a $1.5 million write-down of a
nonmarketable equity security and recorded a $178,000 loss on sale of investments in the fourth
quarter of 2023. Excluding the write-down and loss on sale of investments tax effected, adjusted net
income (non-GAAP) for the year was $10.5 million, or $0.89 per share.

Tangible book value per share (non-GAAP) increased $0.87, or 12.1% to $8.05 per share at December 31,
2023, primarily due to 2023 net income and a $1.4 million improvement in accumulated other
comprehensive income. InBank’s regulatory capital ratios continue to be well above the “well-
capitalized” level and we are pleased to report that InBank’s regulatory capital ratios, the company’s
tangible book value per share, and tangible common equity to tangible assets ratio all improved to the
highest level in the trailing five quarters while our assets continued to grow.

InBank experienced an uptick in the level of past due loans of $6.7 million compared to prior year,
primarily due to one borrower relationship. However, our nonperforming assets only saw a modest
increase of $1.2 million and our net charge-offs were $357,000 for the year, primarily due to a charge-



off of a single loan. We expect to see some credit stress in our markets as loans continue to reprice at
higher rates.

For more information about our 2023 results, please visit the Investor Relation section (i.e., Q4 2023
Earnings Release and Investor Deck) of our website at: www.inbank.com/investor-relations/

Our focus in 2024 is on executing on the strategic investments we made in 2023. We believe the
disruption in the banking industry will allow us significant opportunity to expand our market share and
provide tangible book value per share growth for our shareholders. In addition, we continue to make
strides in improving our internal processes with a keen eye on investing in process improvement to drive
better operating leverage and a better experience for our customers and associates. In our auditor’s
opinion letter included in the Audited Financial Statements, you will see that we adopted Accounting
Standards Updated (ASU) 2016-13, Financial Instruments — Credit Looses (Topic 326): Measurement of
Credit Losses on Financial Instruments and we received an unmodified opinion over the report on
internal control over financial reporting. While no one wins awards for successful implementation of
these requirements, it's a testament to the team’s expertise and deep experience to lead us to
successful outcomes of these major regulatory requirements for our company.

Thank you for your continued support of InBankshares, Corp, InBank, and our Board of Directors.

Respectfully,

S

Edward G. Francis, Sr.

Chairman and Chief Executive Officer

Forward-looking statements. Certain of the statements contained herein constitute forward-looking
statements within the meaning of the Private Securities Litigation Reform Act of 1995, including,
without limitation, statements preceded by, followed by, or that include the words “may,” “could,”
“should,” “would,” “believe,” “anticipate,” “estimate,” “expect,” “intend,” “plan,” “projects,” “outlook”
or similar expressions. These statements are based upon the current belief and expectations of the
company’s management team and are subject to significant risks and uncertainties that are subject to
change based on various factors, many of which are beyond the company’s control. Although we believe
that the assumptions underlying the forward-looking statements are reasonable, any of the assumptions
could prove to be inaccurate. Therefore, we can give no assurance that the results contemplated in the
forward-looking statements will be realized. The inclusion of this forward-looking information should
not be construed as a representation by the company or any other person that the future events, plans,
or expectations contemplated by the company will be achieved.

All subsequent written and oral forward-looking statements attributable to the company or any person
acting on its behalf are expressly qualified in their entirety by the cautionary statements above. The
company does not undertake any obligation to update any forward-looking statement to reflect
circumstances or events that occur after the date the forward-looking statements are made, except as
required by law.
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FORTNER BAYENS, PC

Accountants and Advisors

INDEPENDENT AUDITOR’S REPORT

Board of Directors
InBankshares, Corp
Greenwood Village, Colorado

Opinion

We have audited the accompanying consolidated financial statements of InBankshares, Corp and Subsidiary,
which comprise the consolidated statements of financial condition as of December 31, 2023 and 2022, and
the related consolidated statements of income, comprehensive income (loss), changes in stockholders’ equity
and cash flows for the years then ended, and the related notes to the consolidated financial statements.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects,
the financial position of InBankshares, Corp and Subsidiary as of December 31, 2023 and 2022, and the
results of their operations and their cash flows for the years then ended, in accordance with accounting
principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America (GAAS). Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of InBankshares, Corp and Subsidiary, and to meet our other ethical responsibilities, in
accordance with the relevant ethical requirements relating to our audits. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Emphasis of Matter - Effect of Adopting New Accounting Standard

The Financial Accounting Standards Board issued Accounting Standards Update 2016-13, Financial
Instruments — Credit Losses (Topic 326): Measurement of Credit Losses of Financial Instruments, which
was adopted by the Company as of January 1, 2023. Implementing this standard required changing the
methodology for recognizing credit losses on assets measured at amortized cost from an incurred loss
methodology to a current expected credit loss methodology. Implementing this standard also resulted in
certain changes to financial statement disclosures and presentation. Note 1 to the consolidated financial
statements discusses the effect of adoption, and notes 5, 7, 18 and 20 to the consolidated financial
statements contain applicable disclosures as a result of adoption. Our audit opinion is not modified with
respect to this matter.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with accounting principles generally accepted in the United States of America,
and for the design, implementation, and maintenance of internal control relevant to the preparation and
fair presentation of consolidated financial statements that are free from material misstatement, whether
due to fraud or error.

In preparing the consolidated financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about InBankshares, Corp’s
ability to continue as a going concern for one year after the date that the financial statements are available
to be issued.

1580 Lincoln Street ¢ Suite 700 « Denver, CO 80203
303/296-6033 « FAX 303/296-8553
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Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance
and therefore is not a guarantee that an audit conducted in accordance with GAAS will always detect a
material misstatement when it exists. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control. Misstatements are considered material
if there is a substantial likelihood that, individually or in the aggregate, they would influence the judgment
made by a reasonable user based on the consolidated financial statements.

In performing an audit in accordance with GAAS, we:

e [Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, and design and perform audit procedures responsive to those risks.
Such procedures include examining, on a test basis, evidence regarding the amounts and
disclosures in the consolidated financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances.

o Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
consolidated financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about InBankshares, Corp’s ability to continue as a going concern for
a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audit.

Report on Internal Control Over Financial Reporting

As required by the rules and regulations of the Federal Deposit Insurance Corporation codified in 12 CFR
Part 363, we also have audited, in accordance with auditing standards generally accepted in the United
States of America, the internal control over financial reporting of InBank (a wholly owned subsidiary of
InBankshares, Corp) as of December 31, 2023. Our audit of InBank’s internal control over financial
reporting was based on criteria established in the Internal Control -Integrated Framework (2013) issued
by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). Our separate
audit report on InBank’s internal control over financial reporting dated March 21, 2024 expressed an
unmodified opinion.

Blortocr Bagome, P E

Denver, Colorado
March 21, 2024



InBankshares, Corp and Subsidiary
CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION

December 31,

2023 2022
(in thousands)
ASSETS
Cash and due from banks $ 13,596 $ 15,396
Interest-bearing deposits in banks 85,481 2,897
Total cash and cash equivalents 99,077 18,293
Investment securities at fair value 86 50
Investment securities held to maturity, net of allowance for credit
losses of $-0- and $-0- (fair value $115,181 and $118,110) 131,870 139,005
Investment securities available for sale, at fair value, net of
allowance for credit losses of $-0- and $-0- 148,003 180,528
Nonmarketable equity investments 5,254 4,052
Loans 902,141 846,740
Less allowance for credit losses (10,724) (5,685)
Net loans 891,417 841,055
Accrued interest receivable 5,943 5,464
Real estate held for sale, net 267 -
Premises and equipment, net 12,541 12,910
Deferred tax asset 6,204 6,457
Intangible assets, net 25,015 26,741
Company owned life insurance 8,835 8,587
Other assets 5,837 2,070
Total assets $ 1,340,349 $ 1,245,212
LIABILITIES
Deposits
Noninterest-bearing $ 418,808 $ 443,743
Interest-bearing 738,650 616,584
Total deposits 1,157,458 1,060,327
Repurchase agreements and short term borrowings 31,117 41,777
Subordinated debentures 24,676 24,565
Accrued interest payable 1,021 364
Accrued expenses and other liabilities 6,613 7,625
Total liabilities 1,220,885 1,134,658

Commitments (Notes 6, 7, 8, 15, 18)
STOCKHOLDERS' EQUITY

Preferred stock: 1,000,000 shares authorized,

par $0.01/share, none issued or outstanding - -
Voting common stock: 50,000,000 shares authorized,

par $0.01/share, 11,193,313 and 9,886,862 shares issued and

outstanding at December 31, 2023 and 2022, respectively 112 99
Non-vating common stock: 20,000,000 shares authorized,

par $0.01/share, 537,000 and 1,785,500 shares issued and

outstanding at December 31, 2023 and 2022, respectively 6 18
Additional paid-in capital 110,121 109,469
Retained earnings 16,543 9,732
Accumulated other comprehensive income (loss) (7,318) (8,764)

Total stockholders' equity 119,464 110,554
Total liabilities and stockholders' equity $ 1,340,349 $ 1,245,212

The accompanying notes are an integral part of these statements.
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InBankshares, Corp and Subsidiary
CONSOLIDATED STATEMENTS OF INCOME

Years ended December 31,

2023 2022

(in thousands, except per-share amounts)

Interest and dividend income

Interest and fees on loans $ 51,255 $ 36,649
Interest on taxable debt securities 8,523 6,445
Interest on tax-exempt debt securities 1,887 2,101
Dividends on equity securities 214 16
Interest-bearing cash and cash equivalents 600 356
Total interest and dividend income 62,479 45567
Interest expense
Deposits 14,053 2,121
Repurchase agreements and short term borrowings 3,477 304
Subordinated debentures 1,289 1,106
Total interest expense 18,819 3,531
Net interest income 43,660 42,036
Provision for credit losses on loans 1,226 2,227
Reverse provision for credit losses on unfunded commitments (452) -
Total provision for credit loss 774 2,227
Net interest income after provision for credit loss 42 886 39,809

Noninterest income

Service charges on deposit accounts 1,595 1,295
ATM, debit and credit card 2,029 1,536
Gain on dispositions of premises and equipment 6 219
Gain on sale of SBA and CRE loans 659 145
Loss on sale of investment securities (178) -
Other noninterest income 1,232 1,030
Total noninterest income 5,343 4,225

Noninterest expense

Salaries and employee benefits 18,544 16,857
Occupancy and equipment 2,259 2,002
Data processing and software 5,129 4194
Professional fees 1,569 996
Office expenses and supplies 1,054 1,012
Business development 1,057 753
Amortization of core deposit intangible 1,726 1,446
Merger and acquisition expense - 2,514
Other noninterest expense 5,035 3,143
Total noninterest expense 36,373 32,917
Income before income taxes 11,856 11,117
Income tax expense 3,045 2,303
Net income $ 8,811 $ 8,814
Basic income per share $ 075 $ 0.84
Diluted income per share $ 074  $ 0.82

The accompanying notes are an integral part of these statements.
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InBankshares, Corp and Subsidiary
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

Years ended December 31,

2023 2022

(in thousands)

Net income $ 8,811 $ 8,814

Other comprehensive income (loss)
Change in unrealized gains and losses on

securities available for sale 1,327 (13,745)
Amortization of unrealized gains and losses on

securities transferred to held to maturity 432 261
Reclassification adjustment for net loss on sale of

securities available for sale realized in net income 178 -

Net change in unrealized gains and losses 1,937 (13,484)

Tax effect (491) 3,371

Total other comprehensive income (loss) 1,446 (10,113)

Total comprehensive income (loss) $ 10257  $ (1,299)

The accompanying notes are an integral part of these statements.
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InBankshares, Corp and Subsidiary

CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY

Years Ended December 31, 2023 and 2022

Accumulated
Voting Non-voting other
common stock common stock Additional Retained  comprehensive
Shares  Amount  Shares  Amount paid-in capital  earnings income (loss) Total

(in thousands, except share amounts)

Balance at December 31, 2021 6214650 $ 62 1785500 $ 18 $ 74892 § 918 $ 1349 $ 77239
Restricted stock units - 127,426 shares

vesting, net of shares withheld for

recipient tax liabilities 107,010 1 - - (192) - - (190)
Stock issued for acquisition of Legacy

Bank 3,566,345 36 - - 33844 - - 33880
Stock repurchased from the Company's

Employee Stock Ownership Plan (1,143) - - - (19 - (1)
Net income - - 8814 - 8814
Other comprehensive loss - - - - - - (10113) (10,113
Stock-based compensation expense - - - - 936 - - 936
Balance at December 31, 2022 9,886,862 99 1785500 18 109,469 9732 (8764) 110554
Restricted stock units - 80,078 shares

vesting, net of shares withheld for

recipient tax liabilities 69,851 1 - - (86) - - (85)
Cumulative change in accounting

principle (See Note 1) - - - - - (2,000) - (2,000)
Shares converted from non-voting to

voting common stock 1248500 12 (1,248500) (12) - - - -
Stock repurchased from the Company's

Employee Stock Ownership Plan (11,900 - - - (107 - - (107
Net income - - - - - 8811 - 8811
Other comprehensive income - - - 1,446 1446
Stock-based compensation expense 845 845
Balance at December 31, 2023 11193313 § 112 537000 $ 6 $ 110121 § 16543 $§  (7318) $ 119464

The accompanying notes are an integral part of these statements.
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InBankshares, Corp and Subsidiary
CONSOLIDATED STATEMENTS OF CASHFLOWS

Years ended December 31,

2023 2022

(in thousands)
Cash flows from operating activities

Net income $ 8811 $ 8,814
Adjustments to reconcile net income to net cash from operating activities
Provision for credit losses 774 2,227
Depreciation and amortization 965 959
Net amortization on investment securities 422 979
Stock-based compensation 845 936
Amortization of core deposit intangible 1,726 1,446
Accretion of purchase discount on loans (1,475) (2,330)
Amortization of purchase discount and offering costs on
subordinated debentures 111 111
Deferred income tax expense 419 752
Change in fair value of investment securities at fair value (36) 12
Net loss (gain) on sale of investment securities available for sale 178 -
Stock dividends on nonmarketable equity investments (156) (13)
Earnings on Company owned life insurance (248) (158)
Net loss (gain) on dispositions of premises and equipment (6) (219)
Net loss (gain) on sale of real estate held for sale (26) (80)
Write-down of equity investment 1,500 500
Net change in:
Loans held for sale - 1,282
Accrued interest receivable (479) (1,496)
Accrued interest payable 657 223
Accrued expenses and other liabilities (5,944) 5,188
Net cash provided by operating activities 8,038 19,133
Cash flows from investing activities
Purchase of securities available for sale (16,543) (34,620)
Maturities, calls and paydowns of securities available for sale 18,149 19,382
Sale of securities available for sale 32492 26,202
Purchase of securities held to maturity - (9,000)
Maturities, calls and paydowns of securities held to maturity 6,899 5,175
Purchase of nonmarketable equity investments (2,546) (700)
Redemption of nonmarketable equity investments - 498
Loan originations and principal collections, net (51,715) (117,171)
Proceeds from sales of real estate held for sale 93 516
Acquisition of premises, equipment and software (859) (537)
Proceeds from sale of premises, equipment and software 497 2,917
Net cash acquired in business acquisitions - 41
Net cash used in investing activities (13,533) (107,297)
Cash flows from financing activities
Net change in deposits 97,131 15,367
Net change in repurchase agreements and short term borrowings (10,660) 29,880
Withholding taxes paid on vested restricted stock units (85) (191)
Redemption of common stock (107) (11)
Net cash provided by financing activities 86,279 45,045
Change in cash and cash equivalents 80,784 (43,119)
Cash and cash equivalents at beginning of year 18,293 61,412
Cash and cash equivalents at end of year $ 99077  $ 18,293

Supplemental Disclosures of Cash Flow Information

Cash paid during the year for interest $ 18051  $ 3,127

Cash paid during the year for income taxes 4344 568
Supplemental Disclosures of Non-Cash Transactions

Loan balances transferred to real estate held for sale 334 -

Lease liabilities arising from obtaining right of use assets 166 159

Fair value of securities transferred from available for sale to held to maturity - 135,712

The accompanying notes are an integral part of these statements.
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InBankshares, Corp and Subsidiary
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2023 and 2022
NOTE 1 - SUMMARY OF ACCOUNTING POLICIES
The accounting and reporting policies of InBankshares, Corp and Subsidiary conform to U.S. generally
accepted accounting principles and to general practice within the banking industry. The following is a

summary of the significant accounting and reporting policies:

Nature of Operations

InBankshares, Corp is a bank holding company that was formed in 2017 as a Delaware corporation,
under the name FFP Group, Inc., for the purpose of pursuing business opportunities in financial
services. In 2018, FFP Group, Inc. formally commenced operations, completed a capital raise,
acquired InBank, and changed its name to InBankshares, Corp (*IBC”). IBC owns 100% of the stock
of InBank (*“the Bank™), whose official name was International Bank until a formal name change in
2020. 1BC and the Bank are collectively referred to as “the Company.”

The Company provides a full range of banking and mortgage services to individual and business
customers. 1BC is headquartered in Greenwood Village, Colorado and the Bank is chartered in Raton,
New Mexico. The Bank operates 17 branches and a loan production office. Colorado locations
include 12 branches located in Greenwood Village, Boulder, Colorado Springs, Pueblo (3), Pueblo
West, Canon City, Buena Vista, Wiley, Lamar and Trinidad, and a loan production office in Denver.
New Mexico locations include five branches located in Raton (2), Cimarron, Angel Fire and Springer.

The Company is not a filer with the Securities and Exchange Commission; however, in January 2021
the Company listed its voting common stock on OTC Markets” OTCQX exchange, which trades
under the symbol “INBC.”

On April 29, 2022, the Company completed an acquisition of another financial institution and merged
the institution with and into the Bank. The acquisition is discussed in Note 2. The Company’s results
of operations in 2022 include the activities of the acquired institution only since the date of
acquisition.

The Company is subject to competition from other financial institutions and other financial services
providers for loans, deposit accounts and other banking services. The Company is also subject to
regulation by certain governmental agencies and undergoes periodic examinations by those
regulatory agencies. IBC’s primary regulator is the Federal Reserve, and the Bank’s primary
regulators are the Federal Deposit Insurance Corporation and the State of New Mexico’s Financial
Institution Division.

Basis of Consolidation and Reclassifications

The accompanying consolidated financial statements include the consolidated totals of the accounts
of IBC and the Bank. All significant intercompany accounts and transactions have been eliminated
in consolidation. Certain reclassifications to 2022 amounts have been made to conform to the current
year presentation.



InBankshares, Corp and Subsidiary
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2023 and 2022

Business Combinations

The Company accounts for acquisitions of businesses using the acquisition method of accounting. Under
the acquisition method, assets acquired and liabilities assumed are recorded at their estimated fair value
as of the date of acquisition. Management utilizes various valuation techniques including discounted
cash flow analyses to determine the fair value of assets acquired and liabilities assumed. Any excess of
purchase price over amounts allocated to the acquired assets and liabilities, including identifiable
intangible assets, is recorded as goodwill.

Use of Estimates

In preparing the financial statements, management is required to make estimates and assumptions that
affect the reported amounts of assets and liabilities as of the date of the statement of financial condition
and revenues and expenses for the period. Actual results could differ significantly from those estimates.
Material estimates that are particularly susceptible to significant change in the near-term relate to the
determination of the allowance for credit losses, the amount of loan purchase discounts subject to
accretion to interest income, the fair value of real estate held for sale, and the fair value of investment
securities. In connection with the determination of the allowance for credit losses and the amount of
purchase discounts subject to accretion to interest income, management assesses estimated future cash
flows from borrowers’ operations and the liquidation of loan collateral based on loan performance,
internal evaluations of borrower credit quality using financial information provided by borrowers, and
internal valuations or independent appraisals of the real estate and other loan collateral depending on the
significance of the collateral. In connection with the determination of the fair value of real estate held
for sale, management performs internal valuations or obtains independent appraisals depending on the
significance of the properties. In connection with the determination of the fair value of investment
securities, management obtains valuations from a third-party pricing and interest rate risk modeling
provider.

Significant Group Concentrations of Credit Risk

Most of the Company's activities are with customers located within the Company’s areas of operations.
A majority of the Company’s loans are related to real estate, and borrowers’ abilities to honor their
loans are dependent upon the continued economic viability of the areas in which the Company lends.
Note 7 discusses the types of lending in which the Company engages. Note 5 discusses the securities in
which the Company invests.

Cash and Cash Equivalents

Cash and cash equivalents include cash on hand, transaction accounts at other financial institutions,
interest-bearing balances at the Federal Reserve Bank and other correspondent banks, and federal
funds sold. For the Consolidated Statement of Cash Flows, net cash flows are reported for customer
loan and deposit transactions and short borrowings.

Balances in accounts at other financial institutions may exceed amounts covered by federal deposit
insurance, and federal funds sold are unsecured. Management regularly evaluates the credit risk
associated with other financial institutions and believes that the Company is not exposed to any
significant credit risks on cash and cash equivalents.

At December 31, 2023 and 2022, the Company is not required to have cash on hand or on deposit

with the Federal Reserve to meet regulatory reserve and clearing requirements as reserve
requirements were reduced to $-0- by the Federal Reserve in March, 2020.
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InBankshares, Corp and Subsidiary
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2023 and 2022

Investment Securities at Fair Value

Investment securities at fair value are readily marketable equity securities carried at fair value based on
the quoted market price. Unrealized changes in fair value are recorded through earnings in the period
of change.

Investment Securities Available for Sale and Held to Maturity

The Company’s debt securities are either classified as “available for sale” (“*AFS”) or “held to maturity”
(“HTM™). AFS debt securities are carried at estimated fair value, with changes in the unrealized gains
and losses excluded from earnings and reported in other comprehensive income. HTM debt securities
are carried at amortized cost.

The amortized cost of debt securities AFS and HTM are adjusted for amortization of purchase
premiums and accretion of purchase discounts. Premiums and discounts are recognized in interest
income using the interest method over the terms of the securities. For mortgage-backed and other
asset-backed securities, the term of the security is the expected life of the security given estimated
paydowns. For other securities, the term of the security is the final maturity or the earliest call date,
if applicable, except in the case of purchase discounts which are accreted to final maturity.

Gains and losses on the sale of securities are determined using the specific identification method.

The accrual of interest on debt securities is discontinued at the time any principal or interest payments
become significantly delinquent. Additionally, securities are placed on nonaccrual at an earlier date if
collection of principal or interest is considered doubtful. When placing a security on nonaccrual status,
interest accrued to date is reversed and is charged against the current year's interest income. Payments
received on a security on nonaccrual status are applied against the balance of the security. A security is
returned to accrual status when principal and interest are no longer past due and collectability is no longer
doubtful.

Effect of Adoption of New Accounting Standards

Effective January 1, 2023, the Company adopted Accounting Standards Update (“ASU”) 2016-13,
Financial Instruments — Credit Losses (Topic 326): Measurement of Credit Losses on Financial
Instruments. ASU 2016-13 implements Accounting Standards Codification (“ASC”) Topic 326 (“ASC
326™), replacing the previous “incurred loss” accounting method for measuring credit losses with an
“expected loss” accounting method that encompasses allowances for losses expected to be incurred
over the life of the investment securities portfolio based on historical experience, current conditions,
and reasonable and supportable forecasts. Adoption did not result in the Company recording any
credit losses on its investment securities HTM or AFS, but as discussed below resulted in 1) changes
in the manner in which credit losses on securities are estimated, and 2) changes in the manner in
which credit losses on securities are presented in the financial statements.

Allowance For Credit Losses — HTM Securities: The allowance for credit losses on HTM securities
is a contra-asset valuation account, calculated in accordance with ASC 326, that is deducted from the
amortized cost basis of HTM securities to present management's best estimate of the net amount
expected to be collected. HTM securities are charged-off against the allowance when deemed
uncollectible by management. Adjustments to the allowance are reported in the income statement as
a component of credit loss expense.

Management measures expected credit losses on HTM securities on a collective basis by major
security type with each type sharing similar risk characteristics and considers historical credit loss
information that is adjusted for current conditions and reasonable and supportable forecasts.
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Management has made the accounting policy election to exclude accrued interest receivable on HTM
securities from the estimate of credit losses.

Allowance For Credit Losses — AFS Securities: For AFS securities in an unrealized loss position,
management first assesses whether (i) it intends to sell or (ii) it is more likely than not that it will be
required to sell the security before recovery of the amortized cost basis. If either case is affirmative,
any previously recognized allowances are charged-off and the security's amortized cost is written
down to fair value through income. If neither case is affirmative, the security is evaluated to determine
whether the decline in fair value has resulted from credit losses or other factors. In making this
assessment, management considers the extent to which fair value is less than amortized cost, any
changes to the rating of the security by a rating agency and any adverse conditions specifically related
to the security, among other factors. If this assessment indicates that a credit loss exists, the present
value of cash flows expected to be collected from the security are compared to the amortized cost
basis of the security. If the present value of cash flows expected to be collected is less than the
amortized cost basis, a credit loss exists and an allowance for credit losses is recorded for the credit
loss, limited by the amount that the fair value is less than the amortized cost basis. Any impairment
that has not been recorded through an allowance for credit losses is recognized in other
comprehensive income. Adjustments to the allowance are reported in the income statement as a
component of credit loss expense. Management has made the accounting policy election to exclude
accrued interest receivable on AFS securities from the estimate of credit losses. AFS securities are
charged-off against the allowance or, in the absence of any allowance, written down through income
when deemed uncollectible by management or when either of the aforementioned criteria regarding
intent or requirement to sell is met.

Prior to the adoption of ASU 2016-13, declines in the fair value of HTM and AFS securities below
their cost that were deemed to be other than temporary were reflected in earnings as realized losses.
In estimating other than temporary impairment losses prior to January 1, 2023, management
considered, among other things, (i) the length of time and the extent to which the fair value had been
less than cost, (ii) the financial condition and near-term prospects of the issuer and (iii) the intent and
our ability to retain the investment in the issuer for a period of time sufficient to allow for any
anticipated recovery in fair value.

Nonmarketable Equity Investments

The Company, as a member of the Federal Home Loan Bank system, is required to maintain an
investment in the capital stock of the Federal Home Loan Bank of Dallas. This stock is not tradeable
and may only be redeemed by the Federal Home Loan Bank at the par carrying amount. The Company
also has other equity investments that have no active markets and no quoted market prices. For reporting
purposes, such investments are carried at cost under the caption “nonmarketable equity investments” and
periodically evaluated for impairment.

Loans Held for Sale and Gain on Sale of Loans

Mortgage loans originated and intended for sale in the secondary market are carried at the lower of
aggregate cost or estimated fair value. Net unrealized losses, if any, are recognized through a valuation
allowance by charges to earnings. Gains and losses on sales of loans are based on the difference
between the selling price and the carrying value of the loans sold and are included as a component
of other noninterest income. The Company does not retain any servicing rights on mortgage loans sold.
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From time to time the Company sells certain non-mortgage loans to other entities, including certain SBA
and commercial real estate (“CRE”) loans. The decision to sell is based on circumstances existing at the
time of the decision, and at the time of the loan origination the intent to sell has not been determined.
Accordingly, the Company has no non-mortgage loans classified as held for sale. Inthe event of a sale
of non-mortgage loans, gain or loss is recorded based on the difference between the selling price and
carrying value of the loans sold. The Company may retain servicing rights on non-mortgage loans sold,
but has not recorded a servicing right asset on the basis of immateriality.

Loans

The Company grants real estate, commercial and consumer loans to customers. A substantial portion of
the loan portfolio is represented by various types of real estate secured loans in the Company’s market
areas. The ability of the Company’s borrowers to honor their contracts is dependent upon the real estate
and general economic conditions in these areas.

Loans that management has the intent and ability to hold for the foreseeable future or until maturity or
pay-off are reported at their outstanding unpaid principal balances adjusted for charge-offs, the allowance
for credit losses, deferred fees or costs on originated loans, and purchase discounts. Interest income is
accrued on the unpaid principal balance. Loan origination fees, net of direct origination costs, are
deferred and recognized as an adjustment of the related loan yield using the interest method.

Past due loans are any loans for which payments of interest, principal or both have not been received
within the timeframes designated by the loan agreements. Loans with payments in arrears but for which
borrowers have resumed making scheduled payments are considered past due until arrearages are
brought current. Loans that experience insignificant payment delays or payment shortfalls generally
are not considered past due. Management determines the significance of payment delays and payment
shortfalls on a case-by-case basis, taking into consideration all of the circumstances surrounding the
loan and the borrower, including the length of the delay, the reasons for the delay, the borrower’s
prior payment record, and the amount of the shortfall in relation to the principal and interest owed.

The accrual of interest on any loan is discontinued at the time the loan is 90 days past due unless the
loan is well secured and in process of collection. Additionally, loans are placed on nonaccrual at an
earlier date if collection of principal or interest is considered doubtful. When placing a loan on
nonaccrual status, interest accrued to date is generally reversed and is charged against the current year's
interest income. Payments received on a loan on nonaccrual status are applied against the balance of the
loan. A loan is returned to accrual status when principal and interest are no longer past due, and
collectability is no longer doubtful.

Financial difficulty modifications loans are loans containing concessions interms as a result of the
borrower experiencing financial difficulty. Generally, concessions granted to customers include lower
interest rates and modification of the payment stream to lower or defer payments. Interest on financial
difficulty modification loans is accrued under the new terms if the loans are performing and full
collection of principal and interest is expected. However, interest accruals are discontinued on financial
difficulty modification loans that meet the Company’s nonaccrual criteria. A loan may be considered a
financial difficulty modification loan regardless of whether it is considered a continuation of an existing
loan or a new loan that replaces an existing loan.

The quality of the Company's loan portfolio is assessed as a function of the levels of past due loans
and nonaccrual loans, and internal credit quality ratings which are updated quarterly by management.
The ratings on the Company’s internal credit scale are an important part of the Company's overall
credit risk management process and are considered in the determination of the allowance for credit
losses. The ratings on the Company’s internal credit scale are broadly grouped into the categories
“non-classified” and “classified”, with detailed ratings as follows:
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Non-Classified

Pass - Loans with minimal to average identified credit risk. These loans have borrowers
considered creditworthy who can repay the debt in the normal course of business. Borrowers
have a sound primary and secondary repayment source, with sufficient cash generation to meet
ongoing debt service requirements. Loans are typically fully secured with marketable, margined
collateral.

Special mention - Loans with potential credit weaknesses which deserve management’s close
attention. If left uncorrected, these potential weaknesses may result in deterioration of
repayment prospects or the Company’s credit position at some future date. These loans exhibit
characteristics such as declining or stressed financial condition of the borrower and declining or
narrow collateral coverage.

Classified

Substandard - Loans inadequately protected by the current financial condition and paying
capacity of the borrower or the collateral pledged, if any. These loans have a well-defined
weakness or weaknesses that jeopardize the repayment of the debt. These loans are
characterized by the distinct possibility that the Company will sustain some loss if the
deficiencies are not corrected. In some instances, though not all, the weakness or weaknesses
in these loans will necessitate nonaccrual treatment.

Doubtful - Loans in this category have all the weaknesses inherent in those classified as
Substandard, with the added characteristic that the weaknesses make collection or liquidation in
full, on the basis of currently existing facts, conditions and values, highly questionable and
improbable. The probability of loss is extremely high, but because of certain important and
reasonably specific factors that may work to the advantage and strengthening of the loans,
classification as a loss is deferred until more exact status may be determined. Loans classified
as doubtful necessitate nonaccrual treatment.

Loss - Loans considered loss are considered uncollectable and of such little value that their
continuance as a bankable asset, even with a valuation allowance, is not warranted. This does
not mean the loans have no recovery or salvage value, but rather it is not practical or desirable
to defer a charge-off even though a partial recovery may be affected in the future. Loans
classified as a loss are charged-off in the period they are deemed uncollectible.

Generally, loans are charged off in whole or in part no later than 120 days after they become past due
unless the loan is in the process of restructuring or collection and those efforts are deemed likely to be
successful, or management classifies the loan as a loss. Charge off amounts are determined based upon
the carrying amount of loans and the amount estimated to be collectible as determined by analyses of
expected future cash flows and the liquidation of loan collateral.

Purchased Loans

Loans acquired in business acquisitions are recorded at the amount paid, such that there is no
carryover of the sellers’ allowance for credit losses existing at the time of acquisition. Losses on
purchased loans that are incurred subsequent to acquisition are recognized by a charge to the
provision for credit losses.
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Purchased loans are accounted for individually or aggregated into pools of loans based on common
risk characteristics (e.g., loan type). The Company estimates the amount and timing of expected cash
flows for each purchased loan or pool, and the expected cash flows in excess of amount paid is
recorded as interest income over the remaining life of the loan or pool (accretable yield). The excess
of the loan’s or pool’s contractual principal and interest over expected cash flows is not recorded
(non-accretable discount).

Over the life of the loan or pool, expected cash flows continue to be estimated. If the present value
of expected cash flows is less than the carrying amount, a loss is recorded. If the present value of
expected cash flows is greater than the carrying amount, it is recognized as part of future interest
income.

The Company has purchased loans, some of which have experienced more than insignificant credit
deterioration since origination(Purchased Credit Deteriorated, or “PCD loans”). PCD loans are recorded
at the amount paid. An allowance for credit losses is determined using the same methodology as other
loans held for investment. The initial allowance for credit losses is allocated to individual loans. The
sum of the loan’s purchase price and allowance for credit losses becomes its initial amortized cost basis.
The difference between the initial amortized cost basis and the par value of the loan is a noncredit
discount or premium, which is amortized into interest income over the life of the loan. Subsequent
changes to the allowance for credit losses are recorded through credit loss expense.

Upon adoption of ASU 2016-13, the Company elected to maintain pools of non-PCD loans that were
previously accounted for under ASC 310-30 and will continue to account for these pools as a unit of
account. Loans are only removed from the existing pools if they are written off, paid off, or sold. Upon
adoption of ASU 2016-13 , an allowance for credit losses was determined for each pool and added to
the pool’s carrying amount to establish a new amortized costs basis. The difference between the unpaid
principal balance of the pool and the new amortized costs basis is the noncredit premium or discount,
which will be amortized into interest income over the remaining life of the pool. Changes in the
allowance for credit losses after adoption are recorded through credit loss expense.

Allowance for Credit Losses - Loans

The Allowance for Credit Losses (“ACL”) on the loan portfolio is a valuation allowance deducted from
the recorded balance in loans. The ACL represents principal which is not expected to be collected over
the contractual life of the loans, adjusted for expected prepayment, whereas under incurred loss
accounting methodology the allowance represented only losses already incurred as of the balance sheet
date. The ACL is increased by a provision for credit losses charged to expense, and by principal
recovered on charged-off balances. It is reduced by principal charge-offs. The amount of the allowance
is based on management’s evaluation of the collectability of the loan portfolio, using information from
internal and external sources, related to past events, current conditions and reasonable and supportable
forecasts. Adjustment are also made for local economic conditions; changes in risk profile, trends, nature
and volume of loans; credit concentrations; and changes in credit administration, external loan review
and other pertinent factors.

The ACL for loans is separated between a collective reserve evaluation for loans where similar risk
characteristics exist, and an individual reserve evaluation for loans without similar risk characteristics.
The collective evaluation of loans is performed at the portfolio segment level, using regulatory Call
Report classification as the primary segmentation key. Loan classifications and segments are
described in Note 7 to the financial statements. For purposes of the specific evaluations, the Bank
evaluates loans on nonaccrual status and other loans management determines to have unique risk
characteristics. Although the allowance is determined through collective evaluation by loan type and
through specific evaluation, the entire allowance is available for any loan that, in management’s
judgment, should be charged off.
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When management determines that foreclosure is probable or when the borrower is experiencing
financial difficulty at the reporting date and repayment is expected to be provided substantially
through the operation or sale of the collateral, the loans are considered collateral-dependent and
expected losses are based on the fair value of collateral at the reporting date, adjusted for selling costs
as appropriate.

Effect of Adoption of New Accounting Standards

Effective January 1, 2023, the Company adopted Accounting Standards Update (“*ASU”) 2016-13 and
related amendments, Financial Instruments — Credit Losses (Topic 326): Measurement of Credit Losses
on Financial Instruments. ASU 2016-13 implements Accounting Standards Codification (*ASC”)
Topic 326 (“ASC 326”), replacing the previous incurred loss accounting method for measuring credit
losses with the current expected credit loss (“CECL”) accounting method that encompasses
allowances for losses expected to be incurred over the life of the loan portfolio based on historical
experience, current conditions, and reasonable and supportable forecasts.

The Company recorded a $4.2 million increase in the allowance for credit losses on loans, which
included a transfer of $2.9 million from the purchase discount on acquired loans and a $1.3 million
reduction to retained earnings, net of deferred taxes. Additionally, the allowance for credit losses on
unfunded loan commitments increased $1.4 million, which was adjusted directly from retained
earnings, net of deferred taxes.

The following table illustrates the impact of implementing ASC 326, and the conversion from an
incurred loss to a life-of-loan expected loss methodology, on January 1, 2023. The impact to the ACL
on the loan portfolio is broken out at the class level:

January 1, 2023

Reserves Impact of Impact of Impact to
Under Incurred Reserves Transition Purchase Deferred Retained
Loss Under CECL  Impact Gross Discounts Taxes Earnings
(in thousands)
Real Estate
Commercial $ 2876 % 4952  $ 2076 % 1,041 (259) $ 776
Construction and land 647 622 (25) 6 (19)
Residential 1-4 family 635 1,752 1,117 315 (200) 602
Multifamily 59 148 89 (22 67
Farmland 32 860 828 354 (118) 356
Commercial - non real estate 1,312 1,149 (163) 844 259 (748)
Paycheck Protection Program
Agricultural production 49 115 66 215 37 (112)
Consumer and other 75 247 172 123 (12) 37
Total Allowance for Credit Losses - Loans $ 5685 $ 9845 $ 4160 $ 2,892 (309 $ 959
Allowance for Credit Losses - Unfunded Loan Commitments $ 14 3 1403 3 138 3 (348) $ 1,041
Total Reduction to Retained Earnings $ 2,000
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Allowance for Loan Credit Losses Methodology - 2023

The allowance analysis is prepared at least quarterly. Management utilizes a historical loss methodology
to estimate losses. The Company utilizes a custom peer group of banks of similar size, geographic area,
and loan portfolio concentrations that serve both metropolitan and rural markets. The Company also
utilizes a specific lookback period from the first quarter of 2011 (the end of the last recession) forward
and evaluates losses over this period for the identified peer group, which includes the Company’s losses.
The Company applies the historical loss rate experience for the peer group during the look-back period
to expected balances over the remaining maturity of each specific loan in the loan pool to determine the
expected life-of-loan loss rate. The loss rate is applied to the current period-end outstanding balance on
a loan by loan basis and aggregated by loan type to determine the collective credit loss amount. Each
individual loan will have a unique loss level that is based on the remaining life of that instrument, hence,
if a loan matures in one year, it will have a lower baseline reserve than a similar loan that matures in five
years. The collective credit loss determined using historical losses is adjusted for the effect of various
risk factors expected to cause future losses to differ from historical experience. These factors include the
projected United States unemployment rate, international, national and regional economic conditions,
level and trends in past due loans, volume and severity of adversely classified loans, changes in the nature
and volume of the portfolio, concentrations of credit, changes in staffing, credit reviews, regulatory
changes, competition and natural disasters and adjusts the allowance accordingly. The resulting
allowance amount is added to any credit loss determined on individually evaluated loans.

For individually evaluated loans for which repayment is expected solely from the collateral, the
allowance for credit losses is measured based on the fair value of the collateral. For other individually
evaluated loans, the allowance for credit losses may be measured based on the fair value of the collateral
or expected future cash flows determined through an analysis of the borrower’s current and future
expected financial condition and other relevant factors. Individually evaluated loans are assessed at least
quarterly, though certain underlying information such as collateral appraisals and tax returns could be
updated more infrequently depending on particular circumstances of the loan and type of information.

The Company has elected not to estimate an allowance for loan credit losses on accrued interest
receivable and record losses against current year interest income when loans are placed on
nonaccrual.

Allowance for Credit Losses Methodology — Prior to 2023

The allowance analysis was prepared at least quarterly. The allowance for credit losses on loans was
determined by multiplying the period-end balance of each loan pool by an adjusted historical charge-
off rate and adding the result to credit loss determined on individually evaluated loans. The primary
differences to current methodology are that charge-off rates were applied to estimate losses currently
within each loan pool rather than over the life of each individual loan, loss rate history used a more
limited lookback period and did not consider peer results to the current degree, and individually
analyzed loans were limited to loans considered “impaired” which included only nonaccrual loans
and certain loans modified to borrowers experiencing financial difficulty. The Company did not
estimate an allowance for loan credit losses on accrued interest receivable and recorded losses against
current year interest income when loans were placed on nonaccrual.

Allowance for Credit Losses Methodology — 2023 vs. Prior Years

The methodology used throughout 2022 was an “incurred loss” methodology as compared to the
2023 “expected loss” methodology, resulting in the previously discussed ACL increase.
Additionally, the credit component of the purchase discount on loans previously designated as
purchase credit impaired (which transitioned to purchase credit deteriorated loans under ASU 2016-
13) was transferred into the ACL upon adoption.
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Premises and Equipment / Lease Liability

Land is carried at cost. Buildings, improvements, furniture and equipment are stated at cost less
accumulated depreciation. Depreciation expense is computed using the straight-line method over the
estimated useful lives of the assets — generally 15 to 40 years for buildings and improvements, and 3 to
7 years for furniture and equipment. Maintenance and repairs, which do not extend the useful lives of
premises and equipment, are charged to expense as incurred.

For leased premises, at lease inception the Company records a lease liability equal to the present
value of fixed lease payments not yet paid and also records a corresponding right-of-use asset. Over
the lease term, the right-of use asset is amortized and interest on the lease liability is recorded, with
amortization and interest charged to rent expense. The lease liability is reduced by the principal
component of the fixed lease payments. The combination of amortization on the right-of-use-asset
and interest on the lease liability results in straight-line lease expense over the lease term. Variable
lease costs, such as pass-through operating costs of lessors, are expensed as incurred. For leases with
terms of under 12 months, no right of use asset or lease liability is recorded and rent expense is
recorded when paid. Right-of-use assets and lease liabilities are also not recorded for equipment
leases on the basis of immateriality.

The Company carries the right-of-use asset related to its leases as a component of Premises and
Equipment, and the lease liability is carried as a component of Accrued Expenses and Other
Liabilities.

Real Estate Held for Sale

Assets acquired through, or in lieu of, loan foreclosure are held for sale and are initially recorded at
fair value when acquired (less an estimate of cost to sell), establishing a new cost basis.  If fair
value declines subsequent to acquisition, a valuation allowance or write-down is recorded through
earnings. Operating expenses relative to foreclosed real estate are expensed as incurred, while
certain improvements may be capitalized if the expenditures are likely to be recaptured upon
disposition of the real estate. Gain or loss on sale, if any, is recognized at the time of sale.

Intangible Assets

Core Deposit Intangible

The core deposit intangible results from business acquisitions, and represents the excess of the fair value
of deposits acquired over their book value at the time of acquisition. The core deposit intangible is
amortized to expense over a ten year period using an accelerated method. In addition, the core deposit
intangible is assessed at least annually for impairment, and any impairment losses are recognized in
earnings in the period identified.

Goodwill

Goodwill results from business acquisitions, and represents the excess of the purchase price over the fair
value of acquired tangible assets and liabilities and identifiable intangible assets. Goodwill is assessed
at least annually for impairment, and any impairment losses are recognized in earnings in the period
identified.
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Company-Owned Life Insurance

The Company has life insurance policies on certain former key executives acquired from business
acquisitions. Company-owned life insurance is recorded at the amount that can be realized under the
insurance contract at the balance sheet date, which is the cash surrender value adjusted for surrender
changes or other amounts estimated to be due if the policies were surrendered. The Company is the sole
owner and beneficiary of the policies.

Income Taxes

Income tax expense is the total of the current year income tax due or refundable and the change in
deferred tax assets and liabilities (excluding deferred tax assets and liabilities related to other
comprehensive income). Deferred tax assets and liabilities are the expected future tax amounts for the
temporary differences between carrying amounts and tax bases of assets and liabilities, computed using
enacted tax rates. Realization of deferred tax assets is dependent upon the generation of a sufficient
level of future taxable income and recoverable taxes paid in prior years. Management periodically
assesses the deferred tax asset, and a valuation allowance is recorded if the full amount is not expected
to be realized.

A tax position is recognized as a benefit only if it is “more likely than not” that the tax position would
be sustained in a tax examination, with a tax examination presumed to occur. Tax benefits recognized
are the amount of the benefit that is greater than 50% likely of being realized upon examination. No
tax benefits are recognized if they do not meet the “more likely than not” test.

The Company files a consolidated income tax return inclusive of IBC and the Bank; however, income
tax expense is allocated to the entities on a separate return basis.

Comprehensive Income

Comprehensive income consists of net income and other comprehensive income. The only
components of other comprehensive income consist of net unrealized holding gains and losses on
available for sale securities and amortization of unrealized gains and losses on securities transferred
from available for sale to held to maturity, net of related tax effects.

Noninterest Income

Noninterest income, other than gains on sales of investment securities and non-mortgage loans, is
substantially comprised of service charges on deposit accounts and ATM, debit and credit card
income. Service charges on deposit accounts consist of monthly account fees, stop payment charges,
and charges for deposit items returned for non-sufficient funds or paid as an overdraft (net of fees
waived or refunded). ATM, debit and credit card income is comprised of ATM charges for non-
customer use of Company ATMs and card interchange income. In all instances, noninterest income
is recognized concurrent with the Company’s satisfaction of the underlying performance obligation,
which typically occurs at a single point in time as a transaction or statement cycle is completed.
Charges for deposit accounts continuously overdrawn are equivalent to interest and included as a
component of interest and fees on loans.

Earnings Per Share

Basic earnings per share is computed by dividing net income or loss by the weighted average number of
shares outstanding. Diluted earnings per share is calculated using the weighted average number of shares
determined for basic earnings per share, plus the effect of dilutive instruments using the treasury stock
method.
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Stock-Based Compensation

The cost of stock-based compensation is the grant-date fair value of the instruments issued and is
recorded as expense over the vesting period of the award. Forfeitures are accounted at the time they
occur.

Off-Balance Sheet Financial Instruments

In the ordinary course of business, the Company enters into off-balance-sheet financial instruments
consisting of commitments to extend credit, unused lines of credit, standby letters of credit and
undisbursed loans in process. These financial instruments are recorded in the financial statements when
they are funded.

The Company is exposed to credit loss from certain off-balance sheet commitments such as unused
commitments for revolving lines of credit, construction loans, commercial loan, and letters of credit.
Because the available funds have not yet been disbursed on these commitments the estimated losses are
not included in the calculation of the allowance for credit losses on the loan portfolio. The adoption of
ASU 2016-13 also impacted the Company’s ACL on unfunded loan commitments, as this ACL now
represents expected credit losses over the contractual life of commitments not identified as
unconditionally cancellable by the Company. The ACL for unfunded commitments is estimated using
the same reserve methodology calculated on collectively evaluated loans following the application of a
funding rate on the amount of the unfunded commitment. The funding rate represents management’s
estimate of the amount of the current unfunded commitment that will be funded over the remaining
contractual life of the commitment and is based on historical data. Under ASU 2016-13 the ACL on
unfunded commitments is classified in Accrued Expenses and Other Liabilities while any related
provision expense is recorded to provision for credit loss expense. Prior to the adoption of ASU 2016-
13, the ACL on unfunded commitments was also classified in Accrued Expenses and Other Liabilities,
but the provision was recorded in noninterest expense. The effect of adoption of ASU 2016-13 is
discussed in the preceding section on the ACL for loans.

Transfers of Financial Assets

Transfers of financial assets are accounted for as sales when control over the assets has been
relinquished and, for loan participations sold, incoming cash flows on the base loan are allocated
to all participants on a pro-rata basis. Control over transferred assets is deemed to be relinquished
when the assets have been isolated from the Company, the transferee obtains the right (free of
conditions that constrain it from taking advantage of that right) to pledge or exchange the transferred
assets, and the Company does not maintain effective control over the transferred assets through an
agreement to repurchase them before their maturity.

Loss Contingencies

Loss contingencies, including claims and legal actions arising in the ordinary course of business, are
recorded as liabilities when the likelihood of loss is probable, and an amount or range of loss can be
reasonably estimated. Management does not believe there are currently any such matters that will
have a material effect on the financial statements.
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Fair Value Measurements

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in
an orderly transaction between market participants, excluding transaction costs. When measuring fair
value, entities should maximize the use of observable inputs and minimize the use of unobservable
inputs. The following describes the three levels of inputs that may be used to measure fair value:

= Level 1 Inputs - Unadjusted quoted prices in active markets for identical assets or liabilities that
the reporting entity has the ability to access at the measurement date.

= Level 2 Inputs - Significant other observable inputs other than Level 1 prices such as quoted
prices for similar assets or liabilities; quoted prices in markets that are not active; or other inputs
that are observable or can be corroborated by observable market data.

= Level 3 Inputs - Unobservable inputs that reflect an entity’s own assumptions about the
assumptions that market participants would use in pricing the assets or liabilities.

Subsequent Events

Management evaluates events occurring subsequent to the balance sheet date, through the date the
financial statements are eligible to be issued, to determine whether the events are material and require
recognition or disclosure in the financial statements. With respect to the December 31, 2023 financial
statements, Management has considered subsequent events through March 21, 2024.

NOTE 2 - BUSINESS COMBINATION

On November 30, 2021, the Company entered into a definitive merger agreement with Legacy Bank, a
bank with nine full-service locations in Pueblo (three locations), Pueblo West, Cafion City, Buena Vista,
Wiley and Lamar, Colorado pursuant to which Legacy Bank will merge with and into InBank in a stock
and cash transaction. The transaction closed on April 29, 2022 with an aggregate transaction value of
$55,131,000. Legacy shareholders received 3,566,345 shares of IBC voting common stock valued at
$33,880,000 based on the Company’s closing stock price on April 28, 2022 of $9.50 per share, in
addition to $21,251,000 in cash.

Legacy’s income and expenses have been included in the Company’s income statement beginning April
30, 2022. Pre-tax merger and acquisition expenses of $-0- and $2,514,000 were included in the
Company’s income statement for the years ended December 31, 2023 and 2022.
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The assets acquired and liabilities assumed in the transaction were recorded at their estimated acquisition
date fair value as follows:

Fair Value Adjustments

Tax
Seller Carrying adjustments Purchase
Amount Level 1 Level 2 Level 3 and goodwill Cost
(in thousands)
ASSETS
Cash and cash equivalents $ 21292 $ - $ - $ - $ - $ 21292
Investment securities 114,610 (1,324) (1,284) - - 112,002
Loans, net 296,254 - - (382) - 295,872
Accrued interest receivable 2,059 - 2,059
Premises and equipment, net 11,462 - - (2,363) - 9,099
Deferred tax asset - - 2,852 2,852
Core deposit intangible - 7513 - 7,513
Goodwill 5,308 - 5,408 10,716
Other assets 12,127 - - (146) - 11,981
Total assets $ 463112 $ (1,324) $ (1,284 $ 4622 $ 8,260 $ 473,386
LIABILITIES

Deposits $ 417210 $ - $ - $ - $ - $ 417,210
Accrued interest payable 70 - - - - 70
Accrued expenses and other liabilities 970 - - 5 - 975
Total liabilities $ 418250 $ - $ - $ 5 $ - $ 418,255

Immediately following the acquisition, the Company sold a portion of the investment portfolio that had
been classified as available for sale by the seller. The sale price was treated as the acquisition date fair
value for these securities, with securities not immediately liquidated valued based on information
provided from the Company’s third-party bond accounting provider.

The Company engaged a third-party valuation firm to prepare a valuation analysis of the loan portfolio
in accordance with ASC 820 Fair Value Measurement. The total loan purchase discount was $6,149,000,
which includes both a credit adjustment and a yield adjustment, resulting in a $382,000 fair value
adjustment to the seller’s carrying amount.

Valuation adjustments to premises were based on third-party appraisals.
The core deposit intangible was valued by a third-party valuation firm using an income approach.

A deferred tax asset was recorded based on the final income tax return of Legacy Bank and the tax
attributes carrying over to the Company, along with the tax effect of the fair value adjustments.

Goodwill was adjusted such that it is carried at the amount by which the purchase price exceeded the
acquired intangible assets and liabilities and the core deposit intangible.

NOTE 3 - EARNINGS PER SHARE

Basic income per share of $0.75 for 2023 is based on net income of $8,811,000 and 11,712,778 weighted
average shares outstanding during the year. Diluted income per share of $0.74 for 2023 is based on net
income of $8,811,000 and 11,976,463 weighted average shares outstanding during the year.

Basic income per share of $0.84 for 2022 is based on net income of $8,814,000 and 10,462,299 weighted
average shares outstanding during the year. Diluted income per share of $0.82 for 2022 is based on net
income of $8,814,000 and 10,703,847 weighted average shares outstanding during the year.
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NOTE 4 - INVESTMENT SECURITIES AT FAIR VALUE
At December 31, 2023 and 2022, investment securities at fair value is comprised entirely of common stock
in Farmer Mac with a carrying value of $86,000 and $50,000, respectively. During 2023 and 2022, the
fair value of the stock increased $36,000 and decreased $12,000, respectively, and the change was
recorded through Other Noninterest Income.

NOTE 5 - INVESTMENT SECURITIES

The amortized cost, fair value and allowance for credit losses of investment securities available for sale and
held to maturity, with gross unrealized gains and losses, follows:

December 31, 2023

Gross Gross Allowance
Amortized Unrealized Unrealized for Credit Fair
Cost Gains Losses Losses Value
(in thousands)
Available for sale debt securities
Residential mortgage-backed $ 46834 $ - $ (2466) $ - $ 44,368
Commercial mortgage-backed 34,436 - (1,040) - 33,396
Student loan pools 22,875 11 (451) - 22,435
SBA loan pools 2,378 25 (40) - 2,363
Corporate 42,149 37 (3,190) - 38,996
State and municipal 6,614 1 (170 - 6,445
$ 155,286 3 74 $ (7,357) 3 - $ 148,003
Gross Gross Allowance
Amortized Unrealized Unrealized for Credit
Cost Gains Losses Fair Value Loss

(in thousands)

Held to maturity debt securities

Residential mortgage-backed $ 53,566 $ - $ (6,663) $ 46,903 $ -
Commercial mortgage-backed 22,083 - (3,248) 18,835 -
State and municipal 56,221 281 (7,059) 49,443 -

$ 131,870 $ 281 $ (16,970) $ 115181 $
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December 31, 2022

Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
(in thousands)
Available for sale debt securities
U.S. Treasury Notes $ 981 $ - $ (20) $ 961
Residential mortgage-backed 48,352 - (3,061) 45291
Commercial mortgage-backed 40,094 - (1,459) 38,635
Student loan pools 14,181 - (726) 13,455
SBA loan pools 3,223 60 (50) 3,233
Corporate 47,308 - (2,632) 44676
State and municipal 35,177 129 (1,029) 34,277
$ 189,316 $ 189 $ (8977 $ 180,528
Held to maturity debt securities
Residential mortgage-backed $ 59,917 $ - $  (7,792) $ 52125
Commercial mortgage-backed 22,522 - (3,471) 19,051
State and municipal 56,566 - (9,632) 46,934
$ 139,005 $ - $  (20,895) $ 118,110

At December 31, 2023 and 2022 there are no securities on nonaccrual status and no securities for which
principal or interest is past due.

Residential mortgage-backed securities are primarily comprised of U.S. agency mortgage-backed bonds
and collateralized mortgage obligations (“CMOs”) issued by Freddie Mac, Fannie Mae and Ginnie Mae,
and also include non-agency CMOs with a carrying amount of $23,178,000 and $26,285,000 as of
December 31, 2023 and 2022, respectively. The residential mortgage-backed non-agency CMOs are
generally unrated. Commercial mortgage-backed securities (“CMBS”) are comprised of mortgage-back
securities and CMOs issued by Freddie Mac, Fannie Mae and Ginnie Mae, and other non-agency issuers.
The carrying amount of non-agency CMBS balances were $27,971,000 and $32,460,000 as of December
31, 2023 and 2022, respectively, and are generally unrated. The student loan pools are issued by Sallie Mae
and various organizations, and are all rated investment grade by one or more nationally recognized statistical
rating organizations as of December 31, 2023. State and municipal securities are comprised of bonds issued
by various states and municipalities. All state and municipal securities are rated investment grade by one
or more nationally recognized statistical rating organizations as of December 31, 2023 and 2022, except
for unrated bonds with a carrying value of $12,824,000 and $12,862,000, respectively. Corporate securities
are comprised entirely of subordinated debentures and other bonds issued by bank and financial holding
companies, and are generally unrated.

The amortized cost and fair value of debt securities at December 31, 2023, by contractual maturity and by
average life, are shown below. Expected maturities may differ from contractual maturities because obligors
may have the right to call or prepay obligations, and for mortgage-backed and asset-backed securities the
repayment of the securities occurs on a monthly basis based on the repayment of the loans underlying the
securities:
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Contractual Maturity Average Life
Amortized Amortized
Cost Fair Value Cost Fair Value
Available for Sale (in thousands)

Due in one year or less $ 17,406 $ 17,274 $ 20879 $ 20,634
Due after one through five years 31,797 30,936 67,056 65,042
Due after five years through ten years 30,157 28,171 54,469 51,018
Due after ten years 75,926 71,622 12,882 11,309

$ 155,286 $ 148,003 $ 155,286 $ 148,003

Held to Maturity
Due in one year or less $ - $ - $ - $ -
Due after one through five years 4,788 4,606 18,960 17,878
Due after five years through ten years 31,266 27,793 70,091 62,244
Due after ten years 95,816 82,782 42819 35,059

$ 131,870 $ 115,181 $ 131870 $ 115181

Information pertaining to securities, with gross unrealized losses aggregated by investment category and
length of time that individual securities have been in a continuous loss position, follows:

December 31, 2023

Less than 12 months Over 12 months
Number Gross Number Gross
of Unrealized of Unrealized
Securities Losses Fair Value Securities Losses Fair Value

(dollars in thousands)

Auvailable for Sale

Residential mortgage-backed 1 3 42 $ 4,304 3B $ (2424) $ 40064
Commercial mortgage-backed 1 1) 314 21 (1,039) 33,082
Student loan pools 1 (44) 5493 5 (407) 11,824
SBA loans pools - - - 5 (40) 1332
Corporate - - - 34 (3,190) 37,565
State and municipal 3 (17) 1,057 9 (153) 4,937
6 $ (10 $ 11168 109 $ (7253) $ 128804
Held to Maturity
Residential mortgage-backed - $ - $ - 16 $ (6663) $ 46903
Commercial mortgage-backed - - - 8 (3,248) 18,835
State and municipal - - - 14 (7,059) 35,710
- 3 - $ - 38 $ (16970) $ 101,448
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December 31, 2022

Less than 12 months Over 12 months
Number Gross Number Gross
of Unrealized of Unrealized
Securities Losses Fair Value Securities Losses Fair Value

(dollars in thousands)

Available for Sale

U.S. Treasury Notes 1 3 (20) $ 961 - % - % -
Residential mortgage-backed 33 (2,112) 35,013 4 (949) 10,278
Commercial mortgage-backed 22 (1,155) 24,489 3 (304) 14,146
Student loan pools 1 (40) 2,226 4 (686) 11,229
SBA loan pools 5 (50) 1,696 - - -
Corporate 32 (1,526) 33,665 7 (1,106) 7,911
State and municipal 22 (1,029) 24,930 - - -

116 (5,932 122,980 18 (3,045 43,564
Held to Maturity
Residential mortgage-backed 6 $ (7,792 $ 52125 - $ - 3
Commercial mortgage-backed 8 (3471 19,051 - -
State and municipal 15 (7,939) 39,627 1 (1,693)

39 $ (192020 $ 110,803 1 $ (1693 $

Unrealized losses are due to differences in market yields as compared to yields available at the time
securities were purchased. Management has performed analyses of investment credit quality and cash flows
and has determined that no allowances for credit losses are necessary on securities available for sale or held
to maturity. The Company has the ability and intent to hold investment securities for a period sufficient for
recovery of cost, and fair value is expected to recover as bonds approach maturity.

In 2022, the Company transferred various municipal, residential mortgage backed and commercial mortgage
backed securities with an aggregate fair value of $135,712,000 from available for sale to held to maturity.
The unrealized loss on these securities at the time of transfer was $3,146,000 and became part of the
amortized cost basis of the securities and is amortized into interest income over the remaining terms of the
securities. The related accumulated other comprehensive loss of $2,359,000 remained in equity, and the
related $787,000 tax effect remained in the deferred tax asset, and are also amortized into interest income
over the remaining terms of the securities, offsetting the asset amortization such that the transfer between
security categories has no net effect on interest income. At December 31, 2023 accumulated other
comprehensive loss includes $1,841,000 of unamortized losses on held to maturity securities, which is net
of a $614,000 tax effect. At December 31, 2022 accumulated other comprehensive loss includes $2,164,000
of unamortized losses on held to maturity securities, which is net of a $721,000 tax effect.

The Company realized no gains and $178,000 in losses on sales and early redemptions of investment
securities available for sale in 2022. The Company realized no gains or losses on sales and early redemptions
of investment securities available for sale in 2022.

Investment securities available for sale with a carrying amount of $47,873,000 and $60,071,000 at
December 31, 2023 and 2022, respectively, were pledged as collateral on public deposits, to secure
borrowing facilities or for other purposes. Investment securities held to maturity with a carrying amount of
$129,950,000 and $121,480,000 at December 31, 2023 and 2022, respectively, were pledged as collateral
on public deposits, to secure borrowing facilities or for other purposes.
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NOTE 6 - NONMARKETABLE EQUITY INVESTMENTS

Nonmarketable equity investments are comprised of the following:

December 31,

2023 2022

Federal Home Loan Bank of Dallas - common stock $
Neat Capital - preferred stock

Bankers' Bank of the West Bancorp - common stock
Investment in Lightspring Capital

Investment in Castle Creek Launchpad Fund I, LP

(in thousands)

3,815 $ 1568

- 1,500
386 386
598 441
455 157

$

5,254 $ 4,052

Neat Capital, Inc. (“Neat”) is a mortgage fintech and digital lender headquartered in Boulder, Colorado.
The Company made an investment in Neat in 2019 and licensed Neat’s mortgage lending platform and
began utilizing Neat for mortgage underwriting and other mortgage loan fulfillment services in 2020. In
2022, the Company determined to discontinue certain mortgage lending services based on challenges
impacting the mortgage lending industry and changes in operating strategy, and as result discontinued the
use of Neat’s lending platform. The Company wrote down its investment in Neat $1,500,000 and $500,000
in 2023 and 2022, respectively, based on an internal evaluation of Neat’s declining financial performance
by recording a charge to Other Noninterest Expense.

The investment in Lightspring Capital (“Lightspring”) is a limited partnership investment in Lightspring
Capital 1, a partnership operating as a small business investment company under the SBIC Act. The
Company has committed to invest $1,000,000 in Lightspring, with $402,000 of that commitment unfunded
at December 31, 2023.

The investment in Castle Creek Launchpad Fund I, LP (“Launchpad”) is a limited partnership investment

in a fintech focused fund for the benefit of community banks. The Company has committed to invest
$1,000,000 in Launchpad, with $545,000 of that commitment unfunded at December 31, 2023.
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NOTE 7 - LOANS AND ALLOWANCE FOR CREDIT LOSSES

Major classifications of loans are as follows:

December 31,
2023 2022

(in thousands)

Real Estate
Commercial $ 417,059 $ 399,043
Construction and land 109,563 99,510
Residential 1-4 family 84,375 86,961
Multifamily 24,622 13,323
Farmland 32,883 36,426
668,502 635,263
Commercial - non real estate 197,283 170,238
Paycheck Protection Program 117 117
Agricultural production 21,343 23,376
Consumer and other 17,065 20,050
904,310 849,044
Less allowance for credit losses (20,724) (5,685)
Less net unearned loan fees (2,169) (2,304)

$ 891,417 $ 841,055

Loans in the preceding table are net of purchase discounts. The following table presents the allocation
of the purchase discounts to the Company’s major loan segments, as well as activity in the discounts:

Years Ended December 31, 2023 and 2022

Real Estate
Paycheck
Construction Residential ~ All other ~ Commercial -  Protection ~ All other non
Commercial and land 1-4 family real estate non real estate  Program real estate Total
(in thousands)
Balance at January 1, 2022 $ 280 $ - $ 362 $ - $ 118 % - $ 167 $ 3447
Loan modifications (non-TDR) resulting

in category change of related loans (2,073) - - - 2073 - - -
Acquired loans 382 833 (61) 394 3,722 - 879 6,149
Accreted to interest income (149) (297) (9) (470 (1,238) - (167) (2,330)
Balance at December 31, 2022 960 536 292 (76) 4,675 - 879 7,266
Transferred to allowance for credit loss (1,041) - (315) (354) (844) - (338) (2,892)
(Accreted) amortized to interest income 510 (414) (67) 23 (1,394) - (133) (1,475)
(Premium) Discount at December 31, 2023 $ 429  $ 122 $ (90) $ (407) 3 2437 $ - $ 408 $ 23899

ASU 2016-13 replaces the legacy accounting for purchased loans designated as impaired at acquisition with
loans designated as PCD. PCD loans are loans acquired or purchased, which as of acquisition, had evidence
of more than insignificant credit deterioration since origination. At December 31, 2022, the Company had
$6,511,000 in PCI (Purchased Credit Impaired) loans with a credit-related purchase discount of $2,892,000.
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On January 1, 2023, the formerly designated PCI loans were transferred to the PCD designation and the
credit-related purchase discount was transferred into the allowance for credit losses on loans.

As of December 31, 2023, the Company estimates that the discount will be accreted to interest income
over the next twenty nine years. Estimates of discount accretion can change significantly in the near
term based on changes in borrower circumstances and credit conditions.

In the ordinary course of business, the Company may grant loans to its executive officers, significant
shareholders, directors, and parties affiliated with those persons (collectively, “related parties”). At
December 31, 2023, the Company has $2,396,000 in loan commitments to related parties, of which
$2,366,000 is outstanding. At December 31, 2022, the Company has $5,066,000 in loan commitments
to related parties, of which $2,721,000 is outstanding.

At December 31, 2023 and 2022, various real estate, commercial non real estate and agricultural
production loans totaling $883,506,000 and $786,942,000, respectively, are pledged to secure borrowing
facilities at the Federal Home Loan Bank of Dallas under a blanket lien agreement.

The carrying amounts of loans by past due status are as follows:

December 31, 2023

90 Days or

30-59 Days 60 - 89 Days More Past
Current Past Due Past Due Due Total Loans

(in thousands)
Real Estate

Commercial $ 417059 $ - $ - 3 - $ 417,059
Construction and land 109,563 - - - 109,563
Residential 1-4 family 82,913 607 855 - 84,375
Multifamily 24,622 - - - 24,622
Farmland 32,883 - - - 32,883
Commercial - non real estate 190,654 5,559 570 500 197,283
Paycheck Protection Program - - - 117 117
Agricultural production 21,343 - - - 21,343
Consumer and other 17,049 16 - - 17,065
$ 896,086 $ 6182 $ 1425  $ 617 $ 904,310
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December 31, 2022

90 Days or

30-59 Days 60 - 89 Days More Past
Current Past Due Past Due Due Total Loans

(in thousands)
Real Estate

Commercial $ 399,043 $ - $ - $ - $ 399,043
Construction and land 99,510 - - - 99,510
Residential 1-4 family 86,160 605 92 104 86,961
Multifamily 13,323 - - - 13,323
Farmland 35,961 150 - 315 36,426
Commercial - non real estate 170,115 25 83 15 170,238
Paycheck Protection Program - - - 117 117
Agricultural production 23,350 - - 26 23,376
Consumer and other 20,022 26 2 20,050
$ 847484 $ 806 $ 177 $ 577 $ 849,044
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The carrying amount of loans by credit quality indicator as follows:

December 31, 2023

Term Loans Amortized Cost Basis by Origination Year

Revolving
2023 2022 2021 Prior Loans Total Loans
Real Estate (in thousands)
Commercial
Pass $ 19,779 $ 99,649 $ 88959 $ 183,981 $ 9,097 $ 401,465
Special Mention - - - 4,526 - 4,526
Substandard 1,116 - 1,497 8,455 - 11,068
Subtotal 20,895 99,649 90,456 196,962 9,097 417,059
Construction and land
Pass 30,871 47,531 9,182 15,776 4,885 108,245
Special Mention - 91 - - - 91
Substandard 1,154 - - 73 - 1,227
Subtotal 32,025 47,622 9,182 15,849 4,885 109,563
Residential 1-4 family
Pass 5,459 13,328 22,765 19,101 19,918 80,571
Special Mention - 1,244 - 1,318 150 2,712
Substandard - - - 544 548 1,092
Subtotal 5,459 14,572 22,765 20,963 20,616 84,375
Multifamily
Pass 290 9,411 12,730 2,110 81 24,622
Subtotal 290 9,411 12,730 2,110 81 24,622
Farmland
Pass 2,523 3,405 6,475 19,353 851 32,607
Special Mention - - - 276 - 276
Subtotal 2,523 3,405 6,475 19,629 851 32,883
Commercial - non real estate
Pass 20,329 39,541 29,151 10,474 76,283 175,778
Special Mention 474 771 3,556 29 810 5,640
Substandard 1,119 8,503 315 1,864 4,064 15,865
Subtotal 21,922 48,815 33,022 12,367 81,157 197,283
Paycheck Protection Program
Pass - - - 117 - 117
Subtotal - - - 117 - 117
Agricultural production
Pass 4,700 1,453 3,199 4,078 7,685 21,115
Special Mention - 13 - 202 13 228
Subtotal 4,700 1,466 3,199 4,280 7,698 21,343
Consumer and other
Pass 493 8,482 261 2,563 5,237 17,036
Substandard 6 4 - 14 5 29
Subtotal 499 8,486 261 2,577 5,242 17,065

$ 88313 $ 233,426 $ 178,090 $ 274,854 $ 129,627 $ 904,310
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December 31, 2022

Credit Rating

Special
Pass Mention Substandard Doubtful Total loans
(in thousands)
$ 393298 $ 1437  $ 4308 $ - $ 399,043
99,324 87 99 - 99,510
85,794 647 520 - 86,961
13,323 - - - 13,323
35,424 - 1,002 - 36,426
162,960 5,154 2,124 - 170,238
117 - - - 117
20,636 562 2,178 - 23,376
20,013 5 32 - 20,050
$ 830,889 $ 7892 $ 10263 $ - 3 849,044

Transactions in the allowance for credit losses are as follows:

Balance at January 1, 2022
Provision for loan losses

(Charge-offs)
Recoveries
Net (charge-offs) recoveries

Balance at December 31, 2022
Impact of adopting ASC 326
Provision (credit) for loan losses

(Charge-offs)
Recoveries
Net (charge-offs) recoveries

Balance at December 31, 2023

Years Ended December 31, 2023 and 2022

Real Estate
Paycheck
Construction Residential ~ All other ~ Commercial -  Protection  All other non
Commercial and land 1-4 family real estate non real estate  Program real estate Total
(in thousands)

$ 1522 % 420 $ 59 $ 5 $ 705 $ -3 72 $ 3374
1,288 227 47 35 578 - 52 2,227
- - (59) - - - - (59)

66 - 48 - 29 - - 143

66 - (11) - 29 - - 84
2,876 647 635 91 1312 - 124 5,685
2,076 (25) 1117 917 (163) - 238 4,160
192 514 (95) 29 567 19 1,226

- - (34 - (335) - (23) (392)

19 - 26 - - - - 45

19 - (8) - (335) - (23 (347)

$ 5163 $ 1136 $ 1649 $ 1037 $ 1381 $ - 3 358 $ 10,724
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Year-to-date gross charge-offs by year of origination are as follows:

Real Estate
Commercial
Construction and land
Residential 1-4 family
Multifamily
Farmland

Commercial - non real estate
Paycheck Protection Program
Agricultural production

Consumer and other

Information relative to nonaccrual loans and accruing loans past due 90 days and greater follows:

Real Estate

Commercial
Construction and land
Residential 1-4 family
Multifamily

Farmland

Commercial - non real estate
Paycheck Protection Program
Agricultural production

Consumer and other

December 31, 2023
Revolving
2023 2022 2021 Prior Loans Total
(in thousands)
$ -8 -8 - % - % - -
- - - 34 - 34
- 335 - - - 335
7 6 1 - 9 23
$ 7 $ 341 $ 1 $ 34 $ 9 392

December 31, 2023

Nonaccrual Loans

With no With an Loans Past
allowance for  allowance for Due 90+
credit loss credit loss Total Accruing

(in thousands)

$ 259 3 -3 259 % -

474 56 530 -

847 10 857 500

- - - 117

$ 1580 $ 66 $ 1646 $ 617
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December 31, 2022

Nonaccrual Loans

With no With an Loans Past
allowance for  allowance for Due 90+
credit loss credit loss Total Accruing
Real Estate
Commercial $ - $ - $ - $ -
Construction and land 4 - 4 -
Residential 1-4 family 266 - 266 -
Multifamily - - - -
Farmland 315 - 315 -
Commercial - non real estate 586 - 586 -
Paycheck Protection Program - - - 117
Agricultural production - - - -
Consumer and other 26 - 26 -
$ 1,197 $ - $ 1197 $ 117

The Company considers all nonaccrual loans to be collateral dependent.
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allowance is determined, are as follows:

Allocation of Allowance to:

Impaired loans - evaluated individually

Impaired loans - evaluated collectively
Total impaired loans

Unimpaired loans - evaluated collectively

Portion of allowance on impaired loans
allocated to loans acquired with deteriorated
credit quality included in impaired loans

Recorded Investment In:

Impaired loans - evaluated individually

Impaired loans - evaluated collectively
Total impaired loans

Unimpaired loans - evaluated collectively

Loans acquired with deteriorated credit
quality included in impaired loans

December 31, 2022

Real Estate
Paycheck
Construction Residential ~ Allother ~ Commercial -  Protection  All other non
Commerecial and land 1-4 family realestate nonreal estate  Program real estate Total
(in thousands)

$ 46 % - $ 104 % - 8 41 % -3 12 3 203
46 - 104 - 41 - 12 203
2,830 647 531 91 1,271 - 112 5482
$ 2876 3 647 $ 635 $ 91 § 1312 $ - $ 124 $ 5685
$ - $ - $ 3 3 - $ - $ - $ - 8 3
$ 3489 $ 4 $ 197 $ 1002 $ 1759 % - 3 3%4 $ 8575
3,489 4 1,967 1,002 1,759 - 354 8575
395,554 99,506 84,994 48,747 168,479 117 43,072 840,469
$ 399043 $ 99510 $ 86961 $49749 $ 170238 $ 117 $ 43426 $ 849,044
$ 3048 3 4 $ 900 $ 1002 $ 1264 $ - 3 293 $ 6511
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Information relative to impaired loans is as follows:

December 31, 2022

Recorded Recorded
investmentin  investment in Average total
impaired loans impaired Valuation recorded
with no loans witha  Totalrecorded allowance on  Net carrying investment in
valuation valuation investment in impaired amount of impaired loans
allowance allowance impaired loans loans impaired loans  during the year
(in thousands)
Real Estate
Commercial $ 2573 % 916 $ 3489 $ 46 3 3443 3% 3,036
Construction and land 4 - 4 - 4 2
Residential 1-4 family 1,622 345 1,967 104 1,863 1,929
Multifamily - - - -
Farmland 1,002 - 1,002 - 1,002 501
Commercial - non real estate 936 823 1,759 41 1,718 1,198
Paycheck Protection Program
Agricultural production 294 - 294 - 294 303
Consumer and other 31 29 60 12 48 53
$ 6462 $ 2113  $ 8575 $ 203 % 8372 $ 7,022

Interest income recognized on nonaccrual loans in 2023 and 2022 is approximately $33,000 and $61,000,
respectively. Commitments to extend credit on nonaccrual loans total $-0- and $-0- at December 31, 2023 and
2022, respectively. At December 31, 2023, loans in process of foreclosure were $688,000.

The quality of the Company’s loan portfolio is impacted by a number of risk factors, often interrelated, that
are considered by management in the development of the allowance for credit losses on loans. For mortgage
loans secured by residential real estate, major risk factors include unemployment levels and real estate
prices. For mortgage loans secured by commercial real estate, major risk factors include demand levels for
products and services, rental rates and real estate prices. For commercial non-real estate loans, major risk
factors include demand for products and services, and general economic activity levels. For consumer and
other loans, the major risk factor is unemployment levels. High interest rates and inflation are also pertinent
risk factors across all loan segments.

In assessing the risk factors as of December 31, 2023 management considers current conditions to be good
but in transition. Interest rates and inflation remain elevated, but expectations for further increases have
recently abated. Real estate prices remain stable due to supply constraints and strong demand. The
assessments for the possibility of a recession are similar to those as of December 31, 2022, but inflationary
pressures have stabilized and improved.

The following tables present quantitative information on the composition of the allowance for loan credit
losses. Changes in composition of the allowance for loan credit losses from 2022 to 2023 primarily reflect
increases in historical losses for the loan categories that have longer weighted average lives due to the
change to a life-of-loan expected loss methodology. These categories include residential 1-4 family,
commercial real estate, and all other non-real estate loans. At December 31, 2022, the Company had
$2,892,000 in purchase accounting discounts related to credit deterioration on PCI loans that were
transferred into the allowance for credit losses on the adoption of ASU 2016-13.
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December 31, 2023

Portion Based on

Portion Based on Risk

Portion Based on Specific

December 31, 2022

Total Allowance Historical Charge-Offs Factor Adjustments Allocations
Percent of Percent of Percent of Percent of
outstanding outstanding outstanding outstanding
Amount loans Amount loans Amount loans Amount loans
(dollars in thousands)

Real Estate
Commercial $ 5,163 124% $ 4312 103% $ 851 0200  $ - 0.00%
Construction and land 1,136 1.04% 949 0.87% 187 0.17% - 0.00%
Residential 1-4 family 1,649 1.95% 1,344 1.59% 272 0.32% 33 0.04%
All other real estate 1,037 1.80% 866 151% 171 0.30% - 0.00%
Commercial - non real estate 1,381 0.70% 1,144 0.58% 227 0.12% 10 0.01%
Paycheck Protection Program - 0.00% - 0.00% - 0.00% - 0.00%
All other non- real estate 358 0.93% 304 0.79% 54 0.14% - 0.00%
$ 10,724 119% $ 8919 099% $ 1762 020% _$ 43 0.00%

Portion Based on

Portion Based on Risk

Portion Based on Specific
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Total Allowance Historical Charge-Offs Factor Adjustments Allocations
Percent of Percent of Percent of Percent of
outstanding outstanding outstanding outstanding
Amount loans Amount loans Amount loans Amount loans
(dollars in thousands)

Real Estate
Commercial $ 2876 072% $ 1,690 042% $ 1,140 029%  $ 46 0.01%
Construction and land 647 0.65% 430 0.43% 217 0.22% - 0.00%
Residential 1-4 family 635 0.73% 380 0.44% 151 0.17% 104 0.12%
All other real estate 91 0.18% 63 0.13% 28 0.06% - 0.00%
Commercial - non real estate 1312 0.77% 772 0.45% 499 0.29% 41 0.02%
Paycheck Protection Program - 0.00% - 0.00% - 0.00% - 0.00%
All other non- real estate 124 0.29% 60 0.14% 52 0.12% 12 0.03%
$ 5,685 0.67% $ 3,395 0.40% $ 2,087 0.25% $ 203 0.02%
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Information related to financial difficulty modifications by type of modification are as follows:

December 31, 2023
By Type of Modification

Total period
end balance of Rate, Term
loans modified and Interest
in the current Rate Term Interest Only Only
year Modification ~ Modification Modification ~ Modification
(in thousands)
Real Estate
Commercial $ 5295 $ - $ - $ - % 5,295
Construction and land 1,154 - 1,154 - -
Residential 1-4 family - - - - -
Multifamily - - - - -
Farmland - - - - -
Commercial - non real estate 295 - 295 - -
Paycheck Protection Program - - - - -
Agricultural production - - - - -
Consumer and other - - - - -
$ 6,744 $ - $ 1449 $ - $ 5,295
December 31, 2023
Pre- Post-
Modification Modification
Outstanding Outstanding
Number of Recorded Recorded Reserve
Loans Investment Investment Difference1
(in thousands)
Real Estate
Commercial 2 $ 5295 $ 5295 $ 140
Construction and land 2 1,154 1,154 29
Residential 1-4 family - - - -
Multifamily - - - -
Farmland - - - -
Commercial - non real estate 2 295 295 -

Paycheck Protection Program - - - -
Agricultural production - - - -

Consumer and other - - - -

6 $ 6,744 $ 6,744 $ 169

(1) This represents the change in the ACL reserve for these credits measured as the difference between the specific
post-modification impairment reserve and the pre-modification reserve calculated under the general allowance
for loan loss methodology .
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December 31, 2022
By Type of Modification

Total period
end balance of
loans modified
in the current Rate Term Interest Only  Rate and Term
year Modification =~ Modification ~ Modification ~ Modification
(in thousands)
Real Estate
Commercial $ -3 - % - 3 - $ -
Construction and land - - - - -
Residential 1-4 family - - - - -
Multifamily - - - - -
Farmland - - - - -
Commercial - non real estate 571 - - - 571
Paycheck Protection Program - - - - -
Agricultural production - - - - -
Consumer and other 5 - - - 5
$ 576 3 - $ - 3 -3 576
December 31, 2022
Pre- Post-
Modification Modification
Outstanding Outstanding
Number of Recorded Recorded Reserve
Loans Investment Investment Difference’
(in thousands)
Real Estate
Commercial - $ - 3 - $ -
Construction and land - - - -
Residential 1-4 family - - - -
Multifamily - - - -
Farmland - - - -
Commercial - non real estate 1 571 571 -
Paycheck Protection Program - - - -
Agricultural production - - - -
Consumer and other 1 5 5 -
2 3 576 3 576 3 -

(1) This represents the change in the ACL reserve for these credits measured as the difference between the specific
post-modification impairment reserve and the pre-modification reserve calculated under the general allowance
for loan loss methodology .

At December 31, 2023 and 2022, commitments to extend credit on financial difficulty modification loans total
$163,000 and $55,000, respectively.
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NOTE 8 - PREMISES AND EQUIPMENT /LEASE LIABILITY
Premises and equipment are as follows:

December 31,
2023 2022

(in thousands)

Land $ 2,363 $ 3,008
Buildings and improvements 7,655 8,052
Furniture and equipment 2489 2,060
Leased premises - right of use asset 1,785 1,619
Construction in process 398 54

15,190 14,793
Less accumulated depreciation and amortization (2,649) (1,883)

$ 12,541 $ 12,910

The Company leases various facilities under operating lease agreements expiring in years 2024 through
2035. Total rent expense under these leases in 2023 and 2022 was $565,000 and $377,000, respectively,
which includes base rent and the Company’s share of the lessors’ variable operating costs. Future annual
base rent commitments under these leases, excluding costs for optional renewal periods available at
expiration, are as follows as of December 31, 2023:

Year ending December 31, (in thousands)
2024 $ 399

2025 442

2026 457

2027 465

2028 473
Thereafter 2,248

$ 4,484

The Company’s lease liability related to the right of use asset at December 31, 2023 and 2022 is $1,105,000
and $1,186,000, respectively, and is included as a component of Accrued Expenses and Other Liabilities.

In 2023, the Company sold one of its two Raton, New Mexico facilities and leased the facility back under
a short-term lease expiring in 2024. The Company intends to renovate its other owned Raton facility, and
once completed, it will consolidate the branches and vacate the leased facility.

In 2023, the Company established a full-service branch at the location of its former Boulder loan production
office.

In 2023, the Company received regulatory approval to open a full-service branch in the River North Art
District of Denver, Colorado. The Company anticipates opening the branch for operations in April 2024.
The lease commitments for this branch are included above, however a right of use asset and lease liability
will not be recorded until the facility is made available for occupancy.
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NOTE 9- REAL ESTATE HELD FOR SALE

Activity in real estate held for sale is as follows:

Year ended December 31,
2023 2022

(in thousands)

Balance, beginning of year $ - 8 436
Transfers from loans 334 -
Dispositions during the year (67) (436)
Balance, end of year $ 267 $ -

NOTE 10— INTANGIBLE ASSETS
Intangible assets are as follows:

December 31,
2023 2022

(in thousands)

Goodwill $ 18,660 $ 18,660
Core deposit intangible 12,033 12,033
Less accumulated amortization (5,678) (3,952)
Core deposit intangible, net 6,355 8,081
$ 25,015 $ 26,741

Future annual amortization of the core deposit intangible asset is as follows at December 31, 2023:

Year Ending

December 31 (in thousands)
2024 $ 1,508

2025 1,290

2026 1,070

2027 852

2028 633
Thereafter 1,002

$ 6,355
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NOTE 11 - DEPOSITS
Deposits are comprised of the following:

December 31,

2023 2022
('in thousands)

Noninterest-bearing $ 418808 $ 443743
Interest-bearing checking accounts 171,197 181,283
Money market accounts 261,131 214,893
Savings accounts 61,763 88,386
Time certificates of deposit 244,559 132,022

Total deposits $ 1157458 $ 1,060,327
Time deposits more than $250,000 $ 71150 % 60,823
Non-maturity deposits more than $250,000 449,990 488,184

Total deposits more than $250,000 $ 521140 $ 549,007
Brokered time certificates of deposit $ 85,685 $ -

Annual maturities of time deposits at December 31, 2023 are as follows:

Year Ending December 31, (in thousands)
2024 $ 187333

2025 35,133

2026 11,828

2027 4,251

2028 6,014

$ 244559

In the ordinary course of business, the Company may accept deposits from its executive officers,
significant shareholders, directors, and parties affiliated with those persons (collectively, “related
parties”). At December 31, 2023 and 2022, the Company has approximately $14,938,000 and
$20,993,000, respectively, in deposits from related parties.
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NOTE 12 — FEDERAL FUNDS PURCHASED, REPURCHASE AGREEMENTS AND OTHER
SHORT-TERM BORROWINGS

Federal funds purchased, repurchase agreements and other short-term borrowings are as follows:

December 31,
2023 2022

('in thousands)

Repurchase agreements $ 8117  $ 13,777
Federal Reserve short-term borrowings 20,000 -
Federal Home Loan Bank short-term borrowings - 25,000
Bankers' Bank of the West short-term borrowings 3,000 3,000

$ 31,117 $ 41,777

Repurchase Agreements

The Company sells certain investment securities under agreements to repurchase. The agreements are
treated as collateralized financing transactions and the obligations to repurchase securities sold are
recorded as a liability at the amount of cash received in connection with the transaction, and the dollar
amount of the securities underlying the agreements remains in the asset accounts. Repurchase
agreements typically mature on an overnight basis through one year. The Company may be required to
provide additional collateral based on the fair value of the underlying securities. Repurchase agreements
may bear interest at fixed or variable rates depending on the particular agreements established. For
December 31, 2023 and 2022, the average balance of repurchase agreements was $9,876,000 and
$12,441,000, respectively.

Federal Reserve Borrowings

The Company is eligible to borrow from the Federal Reserve Bank on both a short-term and long-term basis
with a maximum credit limit of $31,374,000 at December 31, 2023. Federal Reserve Bank borrowings are
secured by investment securities. At December 31, 2023 and 2022, there were $20,000,000 and $-0-
outstanding Federal Reserve borrowings, respectively. At December 31, 2023, the Federal Reserve
borrowing has a fixed rate of 4.89% and matures in December 2024.

Federal Home Loan Bank Borrowings

The Company is eligible to borrow from the Federal Home Loan Bank of Dallas on both a short-term and
long-term basis, with a maximum credit limit of $279,184,000 at December 31, 2023. Federal Home Loan
Bank borrowings are secured by a blanket pledge of certain loans. At December 31, 2023 and 2022, there
were $-0- and $25,000,000 outstanding Federal Home Loan Bank borrowings, respectively. At December
31, 2022, the Federal Home Loan Bank advance has a rate of 4.55%, and matured in January 2023.

Bankers’ Bank of the West Borrowings

In 2022, the Company obtained a $5,000,000 revolving line of credit from Bankers’ Bank of the West. At
December 31, 2023, the outstanding line balance was $3,000,000. Interest accrues at the prime rate
published by the Wall Street Journal plus 0.25% and is due quarterly. Principal is due at maturity in 2024.
The note is collateralized by all the common stock of the Bank and contains various covenants with respect
to financial condition and results of operations. At December 31, 2023 management believes the Company
is in compliance with all covenants. The Company, subject to Bankers’ Bank of the West approval, has the
option to convert any unpaid principal balance to a term loan with a maximum ten-year repayment schedule
with principal payments due annually.
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Federal Funds Purchased

The Company has an unsecured federal funds line at another correspondent bank with a maximum credit
limit of $16,050,000 at December 31, 2023. The federal funds line is uncommitted, and funding requests
made by the Company are subject to the lending institution’s approval and funding availability at the time
of request. Federal funds bear interest at variable daily rates established by the correspondent.

NOTE 13 - SUBORDINATED DEBENTURES

The Company has a statutory business trust (the Trust) created for the purpose of providing trust preferred
financing. In trust preferred financing, the Trust issues preferred securities to investors and common
securities to the Company, and the Trust invests the proceeds in junior subordinated debentures issued by the
Company. The Company is not considered the primary beneficiary of this Trust (variable interest entity),
therefore the Trust is not consolidated in the Company’s financial statements, but rather the Company reports
the $5,160,000 of subordinated debentures payable to the Trust as a liability and the $160,000 of common
securities as an asset. Interest expense from the debentures and interest income from the common securities
is recorded in the consolidated statements of income.

The subordinated debentures, preferred and common securities have a variable interest rate equal to three-
month Secured Overnight Financing Rate (“SOFR) plus 2.90%, which was 8.55643% as of December 31,
2023, and adjusts quarterly. Interest payments on the debentures by the Company, and distributions on the
common securities and the preferred securities by the Trust, are coterminous and payable quarterly.
However, the Company has a continual right, subject to events of default, to defer payment of interest on the
debentures. The deferral period may not exceed five consecutive years or extend beyond the maturity date
of the debentures. In the event of deferral, interest payments on the debentures and distributions on the
common securities and preferred securities are cumulative.

The debentures mature in 2033; however, the Company may redeem the debentures at any time. The
common securities and preferred securities are subject to mandatory redemption upon repayment of the
debentures. The Company also has the right to terminate the Trust and cause the debentures to be distributed
to the holders of the common securities and preferred securities in liquidation of the Trust. Regulatory
approval may be required for early redemption or liquidation. The Company guarantees payments on the
preferred securities, but only to the extent the Trust has sufficient funds on hand to make such payments.
The Trust’s sole source of income is interest from the debentures. In accordance with current tax law and
banking regulations, interest expense on the debentures is tax deductible and the debentures qualify as capital
for regulatory purposes.

An acquisition discount of $343,000 is amortized to interest expense using the straight-line method over the
remaining term of the debentures. Amortization in 2023 and 2022 was $22,000 and $23,000, respectively.

Additionally, the Company has $20,000,000 of fixed-to-floating rate subordinated notes due 2031, which it
issued on October 1, 2021. The notes will mature on October 31, 2031 and will initially bear interest at a rate
equal to 3.75% per annum from and including October 1, 2021 to, but excluding, October 31, 2026, payable
quarterly. Thereafter, the notes will bear interest at a floating rate per annum equal to a benchmark rate, which
is expected to be Three-Month Term Secured Overnight Financing Rate, plus a spread of 293 basis points,
payable quarterly. After five years, the Company at its option may redeem the notes in whole or in part, on
any interest payment date, at an amount equal to one hundred percent (100%) of the outstanding principal
amount being redeemed plus accrued but unpaid interest, to but excluding the redemption date. The notes are
intended to qualify as capital for regulatory purposes.
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Offering costs on the subordinated notes of $464,000 are recorded as a discount and are amortized to interest

expense using the straight-line method over the five-year redemption period. Amortization in 2023 and 2022
was $89,000 and $88,000, respectively.

The following summarizes the Company’s subordinated debentures:

December 31,
2023 2022

(in thousands)

Contractual balance of debentures payable to Trust $ 5160 $ 5,160
Less unamortized purchase discount (219) (241)
Carrying amount 4,941 4,919
Contractual balance of subordinated notes 20,000 20,000
Less unamortized offering costs (265) (354)
Carrying amount 19,735 19,646
Total subordinated debentures $ 24,676 3 24,565
Common securities, included in other assets $ 160 $ 160

NOTE 14 - INCOME TAXES
The Company’s income tax expense is comprised of the following:

Years Ended December 31,
2023 2022

(in thousands)

Current federal expense $ 2113 $ 1,306
Current state expense 513 245
Total current expense 2,626 1,551
Deferred federal expense 361 630
Deferred state expense 58 122
Total deferred expense 419 752
Total tax expense $ 3045 $ 2303
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The following table reconciles the Company’s income tax expense at the statutory federal rate to the expense
amount recorded in the consolidated financial statements:

Years Ended December 31,
2023 2022

(in thousands)

Taxes at statutory 21% federal rate $ 2490 $ 233%
Increase (decrease) in tax resulting from:
Nontaxable municipal interest income (334) (426)
Other nontaxable income (55) 33)
Stock-based compensation 16 (13)
Other nondeductible expenses 98 73
Change in deferred tax asset valuation allowance 367 -
State income taxes, net of federal effect 463 367
Income tax expense $ 3045 $ 2303

The Company’s net deferred tax asset is comprised of the following:

December 31,
2023 2022

(in thousands)

Deferred tax assets

Loan purchase discount $ 709 $ 1779
Investment purchase discount 1,099 1,557
Allowance for credit losses 2,857 1,395
Premises and equipment 335 315
Stock-based compensation 186 158
Net unrealized loss on securities available for sale 1,804 2,188
Net unamortized loss on securities transferred
from available for sale to held to maturity 614 721
Equity security write-downs 490 122
Other 124 288
Total deferred tax assets 8,218 8,523
Deferred tax liabilities
Core deposit intangible (1,555) (1,978)
Purchase discount on subordinated debentures (54) (59)
Federal Home Loan Bank stock (20) (20)
Net unrealized gain on investment securities at fair value (18) (9)
Total deferred tax liabilities (1,647) (2,066)
Deferred tax asset before valuation allowance $ 6571 $ 6457
Valuation allowance (367) -
Net deferred tax asset $ 6204 $ 6457

The Company has recorded a valuation allowance against a portion of its equity security write-downs
due to the uncertainty that the capital losses, if realized, would be deductible.
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NOTE 15 - STOCKHOLDERS’ EQUITY

Preferred Stock

The Company’s Board of Directors has the continual authority to create one or more series of preferred
stock from the 1,000,000 authorized shares, including designations, powers, preferences, rights,
qualifications, limitations and restrictions. This includes voting rights, dividend and conversion rates,
redemption prices and liquidation preferences. No preferred stock was issued or outstanding in 2023 and
2022.

Non-Voting Common Stock

The Company’s Board of Directors has the continual authority to create one or more series of non-voting
common stock from the 20,000,000 authorized shares, including designations, powers, preferences, rights,
qualifications, limitations and restrictions. This includes voting rights, dividend and conversion rates,
redemption prices and liquidation preferences.

In 2018, the Company designated 3,000,000 shares of non-voting common stock as Series A Non-Voting
Common Stock, ranking pari-passu with voting common stock with respect to dividends and liquidation.
The Series A Non-Voting Common Stock is convertible into voting common stock at any time or from time
to time, at the direction of either the holder or the Company, provided that the holder will not own or control
in the aggregate more than 9.9% of the voting common stock or of any class of voting securities issued by
the Company. In the event of a voting common stock split or reverse-split, or similar reclassification or
substitution of share class, the Series A Non-Voting Common Stock and/or conversion terms will be
adjusted proportionately. During 2023 and 2022, only Series A Non-Voting Common Stock was issued
and outstanding. The Company is required to maintain at all times a sufficient number of authorized but
unissued shares of voting common stock to affect the conversion of all outstanding Series A Non-Voting
Common Stock.

In 2021, the Company converted 211,000 shares from Series A Non-Voting Common Stock to voting
common stock. In 2023, the Company converted 1,248,500 shares of Series A Non-Voting Common Stock
to voting common stock, which leaves 537,000 shares of non-voting common stock outstanding as of
December 31, 2023.

Restricted Stock

In 2018, the Company issued 150,000 shares of restricted voting common stock to certain executives and
directors of the Company (“Founder Shares™), of which 7,500 were later forfeited in 2018. The shares
originally vested in one-third annual installments on the first through third anniversary following the date
of grant; however, in 2020 the awards were modified to vest the last one-third of shares over a two-year
period ending in 2022. Unvested shares are forfeited in the event a grantee ceases to be an employee or
director of the Company, subject to certain exceptions for termination by the Company without cause (as
defined in the award agreements) or for death of the executive or director. For vested shares, the Company
has the right but not the obligation to repurchase the shares at fair value if the executive or director ceases
to be an employee or director of the Company for any reason. Unvested shares may not be transferred,
pledged or assigned by the holder, and the Company has the right of first refusal on transfers of vested
shares. Holders of restricted stock are entitled to all rights of voting common stock, including rights to
dividends and voting rights, only to the extent the shares are vested or the executive or director have made
certain tax elections with respect to the shares.
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At December 31, 2023 and 2022, there were 132,500 Founder Shares outstanding, all of which are fully
vested. Compensation cost attributable to Founder Shares for the year ended December 31, 2022 was
$111,000, with the grant-date fair value of the awards determined using the $10.00 per share price of stock
from the 2018 stock offering. All compensation cost related to Founders shares was recorded by the end of
2022.

Restrictions on Dividends

Various restrictions limit the extent to which dividends may be paid by the Bank to IBC. Generally,
regulatory approval is required for the Bank to pay dividends in any calendar year that exceed the Bank’s
net profit for that year combined with its retained profits for the preceding two years. In addition, dividends
paid by the Bank would be prohibited if the effect thereof would cause the Bank’s capital to be reduced
below applicable minimum capital requirements. The Bank paid IBC $2,350,000 and $450,000 in 2023
and 2022, respectively.

NOTE 16 — 401(k) AND EMPLOYEE STOCK OWNERSHIP PLAN (“ESOP”)

The Company provides the InBank 401(k) and ESOP Retirement Plan (“Plan”) which is intended to be a
401(k) and profit sharing, stock bonus and employee stock ownership plan. Employees may participate in
the Plan after meeting certain minimum service requirements. The Plan allows employees to make salary
deferrals subject to certain limitations based on federal tax law, and requires the Company to make safe-
harbor matching contributions equal to 100% of the first 3% of salary deferrals, and 50% of the next 3% of
salary deferrals.

The Plan also allows the Company to make discretionary profit-sharing and ESOP contributions.
Employees are immediately 100% vested inthe Company’s safe harbor matching contributions, while other
Company contributions vest to participants pro-rata over a four-year period. Safe harbor matching
contributions are made in cash, while other Company contributions may be in cash or Company stock. For
2023 and 2022, expense attributable to the plan totaled $571,000 and $493,000, respectively. The Company
repurchased 11,900 shares and 1,143 shares from the Plan and did not sell any shares to the Plan, in 2023
and 2022, respectively.

The Company terminated the ESOP component and stock bonus component of the Plan effective as of June
1, 2023, and the name of the Plan was changed to the InBank 401(k) Retirement Plan. When those
components were terminated, the participants were offered the opportunity to take termination distributions
from their terminated ESOP accounts.

The Company plans to transition the InBank 401 (k) Retirement Plan to a pooled employer plan in 2024.
NOTE 17 - EQUITY INCENTIVE PLAN AND STOCK-BASED COMPENSATION

The Company’s 2018 Equity Incentive Plan (“Plan”) allows for the Board of Directors or a designated
committee of the Board to grant stock options, restricted stock, restricted stock units (“RSUs™), and other
equity awards to selected employees, non-employee directors, and certain other individuals. The nature of
awards - including Plan participants, terms, conditions and timing - are at the discretion of the Board or its
designated committee, subject to certain limitations specified in the Plan. The maximum number of shares
that may be awarded under the Plan is 690,000, subject to proportional adjustments for stock splits, reverse-
splits and similar substitutions or reclassifications in capitalization. Additionally, subject to certain
limitations in the Plan, awards previously granted that expire unexercised or are forfeited are again available
for issuance under the Plan. All equity awards issued pursuant to the Plan are subject to certain restrictions
on transferability set forth in Plan, and are also subject to certain claw-back provisions for detrimental
activity as set forth and defined in the Plan The Plan automatically terminates in August, 2028, unless
sooner terminated by the Board.
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Restricted Stock Units

As of December 31, 2023, the Company has only RSUs outstanding under the Plan. For directors, the RSUs
cliff vest one year from the date of the grant, at which time the shares will be issued. For employees, the
vesting terms vary. For time-based awards: RSUs vest over three to five years from the date of grant, and
either cliff vest or vest annually using a straight-line method, at which time the shares will be issued. In
2023, the Company granted 50,444 performance based RSUs to certain company executives. These RSUs
vest over three to five years from the date of grant, and either cliff vest or vest annually using a straight-line
method, if certain performance criteria are met. The performance criteria is based on achievement of tangible
book value per share targets over a three year period. At December 31, 2023, the Company believes that the
performance criteria will be met.

Expense attributable to the RSUs portion of the Plan for 2023 and 2022 was $845,000 and $825,000,
respectively, with the grant-date fair value of the awards determined from stock offering or appraised prices,
as applicable to the times at which awards were granted.

The following presents information related to RSU activity in the Plan:

Weighted
average grant
date fair
Number of value per
Shares share
RSUs outstanding, January 1, 2022 231,094
Granted to employees 100608 $ 9.24
Granted to directors 40520 % 9.50
Vested, gross of withholding (127,426)
Forfeited (13,800)
RSUs outstanding, December 31, 2022 230,996
Granted to employees 145,791 $ 8.54
Granted to directors 25000 % 8.00
Vested, gross of withholding (80,078)
Forfeited (43,169)
RSUs outstanding, December 31, 2023 278,540

RSUs vested, December 31, 2023 -

Total shares available for issuance under
the Plan at December 31, 2023 68,464

At December 31, 2023 future compensation expense attributable to the outstanding RSUs granted under the
Plan is $1,617,000 presuming no shares are forfeited, and is recognizable in years 2024 through 2028.

NOTE 18 — FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET RISK

The Company is a party to financial instruments with off-balance-sheet risk in the normal course of business
to meet the financing needs of its customers. These financial instruments include commitments to extend
credit and letters of credit. The instruments involve, to varying degrees, elements of credit and interest rate
risk in excess of the amount recognized in the balance sheet. The contract amounts of those instruments
reflect the extent of involvement the Company has in particular classes of financial instruments.
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The Company's exposure to credit loss in the event of non-performance by the other party to the financial
instrument for commitments to extend credit and standby letters of credit is represented by the contractual
amounts of those instruments. The Company uses the same credit policies in making commitments and
conditional obligations as it does for on-balance-sheet instruments.

Commitments to extend credit are agreements to lend to a customer as long as there is no breach of any
condition established in the contract. Commitments generally have fixed expiration dates or other
termination clauses and may require payment of a fee. Since many of the commitments may expire without
being drawn upon, the total commitment amounts do not necessarily represent future cash requirements.
The Company evaluates each customer’s credit-worthiness on a case-by-case basis. The amount of collateral
obtained, if deemed necessary, by the Company upon extension of credit is based on management's credit
evaluation of the customer. Collateral held varies, but may include accounts receivable, inventory, property,
plant and equipment and real estate.

Standby letters of credit are conditional commitments issued by the Company to guarantee the performance
of a customer to a third party. The credit risk involved in issuing letters of credit is essentially the same as
that involved in extending loan facilities to customers.

The following unfunded loan commitments were outstanding whose contract amounts represent risk:

December 31,
2023 2022

(in thousands)

Commitments to extend credit $ 252,521 $ 320,806
Standby letters of credit 4,928 9,139

$ 257,449 $ 329,945

At December 31, 2023 and 2022, the Company had a $950,000 and a $14,000 allowance for credit losses
on unfunded loan commitments included as a component of Accrued Expenses and Other Liabilities,
respectively. The reverse provision for credit losses on unfunded loan commitments was $453,000 in 2023.
The Company did not record a provision or a reverse provision for credit losses on unfunded loan
commitments in 2022. As a result of the adoption of ASU 2016-23, the allowance for credit losses on
unfunded loan commitments was increased $1,389,000.

NOTE 19 - REGULATORY MATTERS

Banks and bank holding companies are subject to various regulatory capital requirements administered by
state and federal banking agencies. Capital adequacy guidelines, and additionally for banks prompt
corrective action regulations, involve guantitative measures of assets, liabilities, and certain off-balance-
sheet items calculated under regulatory accounting practices. Capital amounts and classifications are also
subject to qualitative judgments by regulators about components, risk weighting and other factors.

Quantitative measures established by the Basel 111 Capital Rules to ensure capital adequacy require the Bank
to maintain minimum amounts and ratios of common equity tier 1 capital, tier 1 capital and total capital (as
defined in the regulations) to risk-weighted assets (as defined), and of tier 1 capital to quarterly average
assets (as defined). The Basel 11 capital rules require the Bank to maintain a minimum ratio of common
equity tier 1 capital to risk-weighted assets of at least 4.5%, plus a 2.5% “capital conservation buffer” (which
is added to the 4.5% common equity tier 1 capital ratio, effectively resulting in a minimum ratio of common
equity tier 1 capital to risk-weighted assets of 7.0%). The Bank is also required to maintain a tier 1 capital
to risk-weighted assets ratio of 6.0% (8.5% including the capital conservation buffer), a total capital to risk-
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weighted assets ratio of 8.0% (10.5% including the capital conservation buffer), and a tier 1 capital to
quarterly average assets ratio of 4.0%.

The aforementioned capital conservation buffer is designed to absorb losses during periods of economic
stress. Banking institutions with capital ratios above the base minimums but below the effective minimums
(which include the buffer) will face constraints on dividends, equity repurchases and compensation based
on the amount of the shortfall.

The Bank’s regulatory capital is comprised of the following: 1) Common equity tier 1 capital — consisting
of common stock, paid-in-capital and retained earnings, less certain disallowed intangible assets and
deferred tax assets; 2) Additional tier 1 capital — there are no components of tier 1 capital beyond common
equity tier 1 capital; 3) Tier 2 capital - consisting of a permissible portion of the allowances for credit losses;
and 4) total capital - the aggregate of all tier 1 and tier 2 capital. In connection with the adoption of the
Basel Il Capital Rules, the Bank elected to opt-out of the requirement to include most components of
accumulated other comprehensive income in common equity tier 1 capital.

The following table presents the Bank’s actual and required capital ratios as of December 31, 2023 and
2022 under the Basel Il Capital Rules. Capital levels required to be considered well capitalized under
prompt corrective action regulations, as amended to reflect changes under the Basel 111 Capital Rules, are
also presented:

Minimum required Required to be
for capital adequacy considered well
Actual purposes - Basel I11 capitalized
Amount  Ratio Amount  Ratio Amount  Ratio

(dollars in thousands)

As of December 31, 2023

Total capital (to risk weighted assets) $139144 1293%  $112953 10.50%  $107,574 10.00%

Tier 1 capital (to risk weighted assets) 127,470 11.85% 91438 8.50% 86,059 8.00%
Common equity tier 1 capital

(to risk weighted assets) 127,470 11.85% 75302 7.00% 69,923 6.50%
Tier 1 capital (to average assets) 127,470 10.20% 50,003 4.00% 62,503 5.00%

As of December 31, 2022
Total capital (to risk weighted assets) $123597 11.42%  $113630 10.50%  $108,220 10.00%

Tier 1 capital (to risk weighted assets) 117,899 10.89% 91,987 8.50% 86,576  8.00%
Common equity tier 1 capital

(to risk weighted assets) 117,899 10.89% 75,754  7.00% 70,343  6.50%
Tier 1 capital (to average assets) 117,899 9.79% 48174 4.00% 60,217 5.00%

Regulatory authorities can initiate certain mandatory actions if the Bank fails to meet the minimum capital
requirements, which could have a direct and material effect on the consolidated financial statements.
Management believes, as of December 31, 2023 and 2022, that the Bank met all capital adequacy
requirements to which it is subject and that the Bank exceeded the minimum levels necessary to be
considered “well capitalized.”
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NOTE 20 - FAIR VALUE MEASUREMENTS

The following is a description of the Company’s valuation methodologies for assets and liabilities
recorded at fair value:

Investment Securities — Securities are reported at fair value based upon measurements obtained
from an independent pricing service. The fair value measurements for securities are determined by
quoted market prices, if available (Level 1), or consider observable data that may include dealer
quotes, market spreads, cash flows, the U.S. Treasury yield curve, market consensus prepayment
speeds, credit information and the securities’ terms and conditions, among other things (Level 2).
The fair value of certain securities is based on management’s evaluation of the issuer’s financial
condition (Level 3).

Loans Held for Sale — The Company does not record loans held for sale at fair value on a recurring
basis. However, from time to time, fair value adjustments are recorded on these loans to reflect
declines in value based on commitments in hand from investors or prevailing investor yield
requirements (Level 2).

Collateral-dependent Loans - The Company does not record loans at fair value on a recurring basis.
However, from time to time, valuation allowances are recorded on these loans to reflect the current
appraised or market-quoted value of the underlying collateral. In some cases, the properties for
which market quotes or appraised values have been obtained are located in areas where comparable
sales data is limited, outdated, or unavailable. Fair value estimates for collateral-dependent loans
are obtained from independent appraisers or other third-party consultants (Level 3).

Real Estate Held for Sale - The Company does not record properties at fair value on a recurring
basis. However, from time to time, valuation allowances are recorded on these properties to reflect
the current appraised value of the properties. In some cases, the properties for which market quotes
or appraised values have been obtained are located in areas where comparable sales data is limited,
outdated, or unavailable. Fair value estimates for properties are obtained from independent
appraisers or other third-party consultants (Level 3).
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The following table provides the hierarchy and fair value for each major category of assets and liabilities
recorded at fair value on a recurring basis:

Quoted
prices in
active
markets for Other Significant
identical observable unobservable
assets inputs inputs Carrying
(Level 1) (Level 2) (Level 3) amount
(in thousands)
December 31, 2023
Investment Securities at Fair Value
Farmer Mac common stock $ 86 $ - $ - $ 86
Debt Securities Available for Sale
Residential mortgage-backed $ - $ 44,368 $ - $ 44,368
Commercial mortgage-backed - 33,396 - 33,396
Student loan pools - 22,435 - 22,435
SBA loan pools - 2,363 - 2,363
Corporate - 37,126 1,870 38,996
State and municipal - 6,445 - 6,445
$ - $ 146,133 $ 1,870 $ 148,003
December 31, 2022
Investment Securities at Fair Value
Farmer Mac common stock $ 50 $ - $ - $ 50
Debt Securities Available for Sale
U.S. Treasury Notes $ %1 $ - 3 - 3 961
Residential mortgage-backed - 457291 - 45,291
Commercial mortgage-backed - 38,635 - 38,635
Student loan pools - 13,455 - 13,455
Student loan pools - 3,233 - 3,233
Corporate - 42576 2,100 44,676
State and municipal - 34,277 - 34,277

$ 9%61 $ 177467 $ 2100 $ 180,528

All Level 3 assets in the table above were acquired during 2021, and there were no additions or
dispositions in Level 3 assets or liabilities recorded at fair value on a recurring basis in 2023 or 2022.
The change in all Level 3 amounts is solely due to valuation changes.
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The following table provides the hierarchy and fair value for each major category of assets and liabilities
recorded at fair value on a non-recurring basis:

Quoted
prices in
active
markets for Other Significant
identical observable  unobservable
assets inputs inputs Carrying
(Level 1) (Level 2) (Level 3) amount
(in thousands)
December 31, 2023
Collateral-dependent loans $ - $ - $ 23 % 23
Real estate held for sale - - 267 267
December 31, 2022
Impaired loans with valuation allowances $ - $ - $ 1910 $ 1910

At both December 31, 2023 and 2022, there were no loans held for sale with valuation allowances.

At December 31, 2023, there are $1,646,000 of collateral-dependent loans, $66,000 of which have a
$43,000 valuation allowance for a net carrying amount $23,000. Collateral-dependent loans without
valuation allowances are not included in the preceding table as they are not carried at the fair value of the
collateral. At December 31, 2022, there are $8,575,000 of impaired loans, $2,113,000 of which have a
$203,000 valuation allowance for a net carrying amount $1,910,000.

At December 31, 2023 there are no valuation allowances on real estate held for sale, and the assets are

carried at the fair value amount established at acquisition. At December 31, 2022 there is no real estate
held for sale.
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The following presents the estimated fair value and carrying amount of the Company’s financial
instruments:

December 31, 2023

Quoted
prices in
active
markets for Other Significant
identical observable  unobservable
assets inputs inputs Total Fair Carrying
(Level 1) (Level 2) (Level 3) Value amount
(in thousands)
Financial Assets
Cash and cash equivalents $ 99077 $ -3 - $ 99077 $ 99,077
Investment securities at fair value 86 - - 86 86
Investment securities available for sale - 146,133 1870 148,003 148,003
Investment securities held to maturity - 115181 - 115,181 131,870
Nonmarketable equity investments 3815 - 1439 5,254 5,254
Company owned life insurance - 8,835 - 8,835 8,835
Loans, net of allowance for credit losses - - 853,777 853,777 891417
Accrued interest receivable - 5,943 - 5,943 5,943
Financial Liabilities
Noninterest-bearing deposits - - 418,808 418,808 418,808
Interest-bearing deposits (non-maturity) - - 494,091 494,091 494,091
Interest-bearing deposits (time deposits) - - 243223 243223 244,559
Federal funds purchased, repurchase
agreements and other short term borrowings - 31,117 - 31,117 31,117
Subordinated debentures - 22,143 - 22,143 24676
Accrued interest payable - 1021 - 1021 1021
December 31, 2022
Quoted
prices in
active
markets for Other Significant
identical observable  unobservable
assets inputs inputs Total Fair Carrying
(Level 1) (Level 2) (Level 3) Value amount
(in thousands)
Financial Assets
Cash and cash equivalents $ 18293 $ -3 - $ 18293 $ 18,293
Investment securities at fair value 50 - - 50 50
Investment securities available for sale 961 177,467 2,100 180,528 180,528
Investment securities held to maturity - 118,110 - 118,110 139,005
Nonmarketable equity investments 1,568 - 2484 4,052 4,052
Company owned life insurance - 8,587 - 8,587 8,587
Loans, net of allowance for credit losses - - 831,866 831,866 841,055
Accrued interest receivable - 5,464 - 5,464 5464
Financial Liabilities
Noninterest-bearing deposits - - 443,743 443,743 443,743
Interest-bearing deposits (non-maturity) - - 484,562 484,562 484,562
Interest-bearing deposits (time deposits) - - 135,679 135,679 132,022
Federal funds purchased, repurchase
agreements and other short term borrowings - 41,777 - 41,777 41,777
Subordinated debentures - 22,285 - 22,285 24,565
Accrued interest payable - 364 - 364 364
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The following summary presents the methodologies and assumptions used to estimate the fair value of
the Company’s financial instruments. The Company operates as a going concern and, except for
investment securities and loans held for sale, no active market exists for its financial instruments. Much
of the information used to determine the fair value is highly subjective and judgmental in nature and,
therefore, the results may not be precise. The subjective factors include, among other things, estimates
of cash flows, risk characteristics, credit quality and interest rates, all of which are subject to change.
Since the fair value is estimated as of the balance sheet date, the amounts that will actually be realized
or paid upon settlement or maturity of the various financial instruments could be significantly different.

Cash and Cash Equivalents, Accrued Interest Receivable, Accrued Interest Payable, Federal Funds
Purchased, Repurchase Agreements and Other Short-Term Borrowings.

Fair value approximates carrying amount as these are assets held for the short term, or liabilities
payable in the short term, likely to be realized or paid at their carrying amount.

Investment Securities

Fair value is provided by a third-party investment accounting provider and considers observable
data that may include market quotes, dealer quotes, market spreads, cash flows, the U.S. Treasury
yield curve, market consensus prepayment speeds, credit information and the instruments’ terms
and conditions, among other things.

Nonmarketable Equity Investments and Company Owned Life Insurance

Fair value approximates carrying amount based on the instruments’ redemption or conversion
provisions.

Loans, Net

For fixed rate loans, fair value is estimated by discounting contractual future cash flows using
current rates at which similar loans would be made to borrowers with similar credit ratings and for
the same remaining maturities. For variable rate loans, fair value is estimated to be carrying amount
due to the re-pricing provisions. Loans are presented net of the allowance for credit losses, purchase
premiums and discounts, and deferred fees.

Deposits

Fair value for noninterest-bearing accounts and interest-bearing accounts with no stated maturity
approximates carrying amount as these deposits are payable on demand and which can be re-priced
at any time. Fair value of interest-bearing time deposits is estimated by discounting future
contractual cash flows using interest rates currently offered for time deposits of similar remaining
maturities. Fair value does not contemplate the value of any core deposit intangible that might be
recognized by an acquirer if the deposits were to be transferred in a business combination, nor the
value of the core deposit intangible recognized as a result of the Company’s acquisitions.

Subordinated Debentures

For the trust preferred securities, the fair value is estimated to be the carrying amount given the
instrument’s variable rate provisions.

For the subordinated notes, the fair value is estimated by discounting future contractual cash flows
using interest rates currently offered for similarly structured subordinated notes.
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Off-Balance-Sheet Instruments

Fair value for off-balance-sheet instruments such as unfunded loan commitments and letters of
credit is not estimated because of the difficulty in assessing the likelihood and timing of advances,
and management believes that it is not feasible or practical to fairly and accurately disclose a fair
value for these instruments.

NOTE 21 - PARENT COMPANY FINANCIAL INFORMATION
Following is financial information on IBC, presented on a parent company only basis:

InBankshares, Corp
Balance Sheet - Parent Company Only Basis

December 31,
2023 2022
(in thousands)
Assets
Cash at InBank $ 1,997 $ 1,952
Investment in wholly owned subsidiary - InBank
Equity in net assets of subsidiary 143,579 133,855
Investment in Neat Capital - 1,500
Investment in Castle Creek Launchpad 455 157
Deferred tax asset 69 63
Common securities of capital trust 160 160
Other assets 994 523
Total assets $ 147,254 $ 138210
Liabilities

Accrued expenses payable $ 114 $ 91
Bankers' Bank of the West short-term borrowing 3,000 3,000
Subordinated debentures 24,676 24,565
Total liabilities 27,790 27,656

Stockholders' equity

Preferred stock - -

Voting common stock 112 99
Non-voting common stock 6 18
Additional paid-in capital 110,121 109,469
Retained earnings 16,543 9,732
Accumulated other comprehensive income (loss) (7,318) (8,764)
Total stockholders' equity 119,464 110,554
Total liabilities and stockholders equity $ 147,254 $ 138,210
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InBankshares, Corp

Statement of Income - Parent Company Only Basis

Revenues
Distributions from capital trust
Dividend from InBank
Other
Total revenues
Expenses
Interest on subordinated debentures
Interest on short-term borrowings
Professional fees
Franchise taxes
Merger and acquisition expense
Other
Total expenses
Loss before income taxes and equity in earnings of
InBank

Income tax benefit
Equity in undistributed earnings of InBank

Net income
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Years ended December 31,

2023 2022

(in thousands)

$ 13 3 8
2,350 450
29 29
2,392 487
1,289 1,106
256 120
190 59
200 200

- 423
1,556 550
3491 2,458
(1,099) (1,971)
(477) (526)
9433 10,259

$ 8,811 $ 8,814
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InBankshares, Corp

Statement of Cash Flows - Parent Company Only Basis

Cash flows from operating activities
Net income
Adjustments to reconcile net income to net cash from
operating activities:
Deferred tax expense (benefit)

Amortization of purchase discount and offering costs

on subordinated debentures
Undistributed earnings of InBank
Change in other assets and liabilities
Write-down on equity investment

Net cash used by operating activities

Cash flows from investing activities
Investment in Castle Creek Launchpad
Purchase of Legacy Bank

Net cash used in investing activities

Cash flows from financing activities

Advances on Bankers' Bank of the West short term borrowing
Withholding taxes paid on vested on restricted stock units

Redemption of common stock
Net cash provided by financing activities

Net change in cash
Cash at beginning of year

Cash at end of year

Supplemental Disclosures of Cash Flow Informati
Cash paid during the year for interest
Cash received during the year for income taxes

on
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Years Ended December 31,

2023 2022
$ 8811 $ 8814
(6) (66)

111 111
(9,433) (10,259)
(448) 77
1,500 500
535 (823)
(298) (157)

- (21,251)

(298) (21,408)

- 3,000

(85) (191)
(107) (11)
(192) 2,798
45 (19,433)
1,952 21,385
$ 1997 $ 1952
$ 1424 $ 1069
- 540
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