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SOUTHERN STATES
BANCSHARES, INC.

Dear Fellow Stockholders:

We generated excellent results throughout our 15th full year
of operations, producing strong loan growth and record net
income, while carefully managing expenses and maintaining

solid credit quality.

We grew loans by 18.1% annualized in the fourth quarter and 26.9% for the full year.

Loan growth, combined with an increased net interest margin, fueled the expansion of our fourth-quarter and full year net
interest income, which increased by 7.5% from the prior quarter and by 34.8% for all of 2022. Our core deposit franchise
remains solid as total deposits grew by 10.6% in 2022 and noninterest-bearing deposits represent 26.79% of total deposits at
year-end.

Our success is predicated on our team’s collective experience and enduring connections with the customers and communities
we serve. Importantly, our capital and liquidity levels are strong, putting Southern States in great financial shape to continue

deepening ties with existing and new customers.

At the same time, our conservative underwriting and disciplined approach to responsible growth was evident in our historical-

ly low nonperforming loans, which made up only 0.14% of gross loans at the close of 2022.
Even as we grew substantially, our total noninterest expenses increased just 8.7% in 2022.

We posted record full-year earnings of $27.1 million and diluted earnings per share of $3.02, annual increases of 45.8% and
35.4%, respectively. The strength of our profitability was evidenced by a 1.43% return on average assets and a 15.55% return
on average stockholders’ equity for the year.

Notably, our efficiency ratio for 2022 improved to 49.12% from 57.13% a year earlier.

Our loan pipeline remains solid moving into 2023, supported by our relationship-based banking model and the ongoing

health of our markets.

Of course, we are mindful of the slowing economic environment heading into 2023 and the lagging impact of rising interest
rates on deposit costs. Our long-term commitment to disciplined banking fundamentals and prudent lending gives us confi-

dence in our ability to navigate the changing landscape and continue to drive strong risk-adjusted returns for our shareholders.

However, you can look for the pace of growth to moderate in 2023. You should also know we will carefully manage costs. To
that end, during the fourth quarter, we completed the sale of two branches as part of an ongoing effort to optimize our physical

footprint while continuing to provide exceptional service. The sale of branches resulted in a net gain of $2.4 million.

Looking ahead, we are well-positioned for steady, selective growth. We are confident in our ability to create long-term value

for our stockholders. I thank you for your support on behalf of everyone at Southern States.

Sincerely,

Stephen Whatley
Chairman and Chief Executive Officer
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K of Southern States Bancshares, Inc. (“Southern States” or the “Company”)
contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended
(the "Securities Act") and Section 21E of the Securities Exchange Act of 1934 (the "Exchange Act"), which reflect
our current expectations and beliefs with respect to, among other things, future events and our financial
performance. These forward-looking statements are not historical facts, and are based on current expectations,
estimates and projections about our industry, management’s beliefs and certain assumptions made by management,
many of which, by their nature, are inherently uncertain and beyond our control. Although we believe that the
expectations reflected in such forward-looking statements are reasonable as of the dates made, we cannot give any
assurance that such expectations will prove correct and actual results may prove to be materially different from the
results expressed or implied by the forward-looking statements. Accordingly, we caution you that any such forward-
looking statements are not guarantees of future performance and are subject to risks, assumptions and uncertainties
that are difficult to predict.

These statements are often, but not always, made through the use of words or phrases such as “may,” “can,”
“should,” “could,” “to be,” “predict,” “potential,” “believe,” “will likely result,” “expect,” “continue,” “will,”
“likely,” “anticipate,” “seek,” “estimate,” “intend,” “plan,” “target,” “project,” “would” and “outlook,” or the
negative version of those words or other similar words or phrases of a future or forward-looking nature. Forward-
looking statements appear in a number of places in this Annual Report on Form 10-K and may include statements
about business strategy and prospects for growth, operations, ability to pay dividends, competition, regulation and
general economic conditions.

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

* our ability to execute and prudently manage our growth and execute our strategy, including expansion activities;

» our ability to adequately measure and limit our credit risk;

* business, market and economic conditions generally and in the financial services industry, nationally and within
our local markets;

» factors that can impact the performance of our loan portfolio, including real estate values and liquidity in our
markets and the financial health of our commercial borrowers;

* the failure of assumptions and estimates, as well as differences in, and changes to, economic, market, and credit
conditions, including changes in borrowers’ credit risks and payment behaviors;

» compliance with governmental and regulatory requirements, including the Dodd-Frank Act and others relating to
banking, consumer protection, securities and tax matters, and our ability to maintain licenses required in
connection with mortgage origination, sale and servicing operations;

* compliance with the Bank Secrecy Act, Office of Foreign Assets Control ("OFAC") rules and anti-money
laundering laws and regulations;

» governmental monetary and fiscal policies;

* the effectiveness of our risk management framework, including internal controls;

« the composition of and future changes in our management team and our ability to attract and retain key
personnel;

» geographic concentration of our business in certain Alabama and Georgia markets;

+ our ability to attract and retain customers;

 the risks of changes in interest rates on the levels, composition and costs of deposits, loan demand, and the values
and liquidity of loan collateral, securities, and interest-sensitive assets and liabilities, and the risks and
uncertainty of the amounts realizable;

» changes in the availability and cost of credit and capital in the financial markets, and the types of instruments that
may be included as capital for regulatory purposes;

» changes in the prices, values and sales volumes of residential and commercial real estate;

» the effects of competition from a wide variety of local, regional, national and other providers of financial,
investment, trust and other wealth management services and insurance services, including the disruption effects
of financial technology and other competitors who are not subject to the same regulations as the Company and
Southern States Bank (“the Bank™);

* the failure of assumptions and estimates underlying the establishment of allowances for possible loan losses and
other asset impairments, losses, valuations of assets and liabilities and other estimates;

» the risks of mergers, acquisitions and divestitures, including, without limitation, the related time and costs of
implementing such transactions, integrating operations as part of these transactions and possible failures to
achieve expected gains, revenue growth and/or expense savings from such transactions;

» changes in technology or products that may be more difficult, costly, or less effective than anticipated;

« systems failures or interruptions involving our risk management framework, our information technology and
telecommunications systems or third-party servicers;

» unauthorized data access, cyber-crime and other threats to data security and customer privacy;

* our ability to maintain our historical rate of growth;



* our ability to identify potential candidates for, consummate, and achieve synergies resulting from, potential
future acquisitions;

» deterioration of our asset quality or the value of collateral securing loans;

» changes in the laws, rules, regulations, interpretations or policies relating to financial institutions, accounting,
tax, trade, monetary and fiscal matters and appropriate compliance with applicable law and regulation;

» operational risks associated with our business;

+ volatility and direction of market interest rates and the shape of the yield curve;

* our ability to maintain important deposit customer relationships, maintain our reputation or otherwise avoid
liquidity risks;

 the obligations associated with being a public company;

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

* natural disasters and adverse weather, acts of terrorism, an outbreak of hostilities (such as the conflict between
Russia and Ukraine) or other international or domestic calamities as well as national and international economic
conditions and health issues, such as COVID-19, and other matters beyond our control; and

» other factors that are discussed in the sections titled “Risk Factors” in this Annual Report on Form 10-K and
“Management’s Discussion and Analysis of Financial Condition and Results of Operations.”

The foregoing factors should not be construed as exhaustive and should be read together with the other cautionary
statements and the “Risk Factors” included in this Annual Report on Form 10-K. If one or more events related to
these or other risks or uncertainties materialize, or if our underlying assumptions prove to be incorrect, actual results
may differ materially from what we anticipate. Accordingly, you should not place undue reliance on any such
forward-looking statements. Any forward-looking statement speaks only as of the date it is made, and we do not
undertake any obligation to publicly update or review any forward-looking statement, whether as a result of new
information, future developments or otherwise. New factors emerge from time to time, and it is not possible for us to
predict which will arise. In addition, we cannot assess the impact of each factor on our business or the extent to
which any factor, or combination of factors, may cause actual results to differ materially from those contained in any
forward-looking statements.



SUMMARY RISK FACTORS

Investing in our common stock involves a high degree of risk. Before you decide to invest in our common stock, you
should carefully consider the risks summarized below, together with the information in Item 14 — Risk Factors and
all other information included in this Annual Report on Form 10-K, including our consolidated financial statements
and related notes appearing elsewhere in this Annual Report on Form 10-K.

Risks Related to Our Business

Our profitability is vulnerable to interest rate fluctuations.

Our business is concentrated in, and largely dependent upon, the continued growth of, and economic
conditions in, the markets where we operate.

The elimination of the London Interbank Offered Rate (“LIBOR”) and its replacement by other benchmark
rates and the market acceptance of alternative indexes could adversely impact our business and results of
operations.

We could suffer losses from a decline in the credit quality of our assets.

A significant portion of our loan portfolio is secured by real estate, and events that negatively impact the
real estate market could negatively affect our business.

Our allowance for estimated loan losses may not be adequate, which may require us to take a charge to
earnings and adversely impact our financial condition and results of operations.

Acquisitions may disrupt our business and dilute stockholder value, and integrating acquired companies
may be more difficult, costly, or time-consuming than we expect.

Our financial performance will be negatively impacted if we are unable to execute our growth strategy,
including branch expansions into new markets.

Our liquidity needs might adversely affect our financial condition and results of operations.

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

As a community banking institution, we have smaller lending limits and different lending risks than certain
of our larger, more diversified competitors.

Our business success and growth depends significantly on key management personnel and our ability to
attract and retain key people.

Risks Related to Banking Regulation

The banking industry is subject to extensive regulation.

Banking agencies periodically conduct examinations, and failure to comply with any supervisory actions
could result in materially adverse effects.

FDIC deposit insurance assessments may materially increase in the future, which would have an adverse
effect on earnings.

Banks are subject to minimum capital requirements by regulators.

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

The Bank may need to raise additional capital in the future, including as a result of potential increased
minimum capital thresholds established by regulators, but that capital may not be available when it is
needed or may be dilutive to stockholders.

The Company is an entity separate and distinct from the Bank.

The Bank is the Company’s principal asset, and all of the Bank’s outstanding stock has been pledged to
secure a line of credit with First Horizon (the "Line of Credit").

The Company depends on dividends from the Bank, which are subject to restriction.

The banking industry is highly competitive and technology in the industry is continually evolving.

Risks Related to an Investment in Our Common Stock

e o o o

An active, liquid market for our common stock may not be sustained.

The market price of our common stock may be subject to substantial fluctuations.

Institutional holders own a significant amount of our common stock.

Future sales or the availability for sale of substantial amounts of our common stock in the public market
could adversely affect the prevailing market price of our common stock and could impair our ability to raise
capital through future sales of equity securities.

The rights of our common stockholders are subordinate to the rights of the holders of any debt and may be
subordinate to any series of preferred stock that we may issue in the future.

Our corporate governance documents, and certain corporate and banking laws applicable to us, could make
a takeover more difficult, which could adversely affect our common stock.

There are also substantial regulatory limitations on changes of control of bank holding companies that may
discourage investors from purchasing shares of our common stock.



*  We are an “emerging growth company” and subject to reduced SEC reporting requirements.

* Any deficiencies in our financial reporting or internal controls could materially and adversely affect our
business and the market price of our common stock.

*  Securities analysts may not initiate or continue coverage on us.

* Aninvestment in our common stock is not an insured deposit and is subject to risk of loss.

*  Qur stock repurchase program may not enhance long-term stockholder value, and stock repurchases, if any,
could increase the volatility of the price of our common stock and will diminish our cash reserves.

General Risk Factors

*  We are subject to risk due to increasing interest rates.

*  The implementation of the Current Expected Credit Loss (“CECL”) accounting standard could require us to
increase our allowance for loan losses and may have a material adverse effect on our financial condition
and results of operations.

»  Use of appraisals in deciding whether to make a loan secured by real property does not ensure the value of
the real property collateral.

*  Southern States is subject to information technology and cybersecurity risk.

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

*  Southern States depends on the accuracy and completeness of information about customers and
counterparties.

*  Southern States historical growth rate and performance may not be indicative of future results.

* The internal controls that Southern States has implemented in order to mitigate risks inherent to the
business of banking might fail or be circumvented.

*  Changes in accounting standards could materially impact Southern States’ financial statements.

*  Severe weather, natural disasters, pandemics, epidemics, acts of war or terrorism or other external events
could have significant effects on our business.

*  Events that could affect the world economy could have negative effects on our business.

*  Southern States is subject to risk from lawsuits and changing laws and regulations.

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

»  Liquidity risks could affect operations and jeopardize our financial condition.

* Any new activities and expansion plans may be subject to regulatory approvals.

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

* Southern States is subject to the Bank Secrecy Act and other anti-money laundering statutes and
regulations, and any deemed deficiency by Southern States with respect to these laws could result in
significant liability and restrict our potential growth through branching and acquisitions.

» The obligations associated with being a public company require significant resources and management
attention.



PART I

Item 1. & 2. Business and Properties

Company Overview

We are a bank holding company headquartered in Anniston, Alabama. We operate primarily through our wholly-
owned subsidiary, Southern States Bank, an Alabama banking corporation formed in 2007. The Bank is a full
service community banking institution, which offers an array of deposit, loan and other banking-related products and
services to businesses and individuals in our communities. Our franchise is focused on personalized, relationship-
driven service combined with local market management and expertise to serve small and medium size businesses
and individuals.

In October 2015, we completed our acquisition of Columbus Community Bank in Columbus, Georgia. In September
2019, we completed our acquisition of Wedowee, Alabama based East Alabama Financial Group, Inc. (“East
Alabama”) and its subsidiary bank, Small Town Bank (“Small Town Bank”).

Through our Bank, we engage in the business of banking, which consists primarily of accepting deposits from the
public and making loans and other investments. Our principal sources of funds for loans and investments at our
Bank are demand, time, savings, and other deposits and the amortization and prepayments of loans and investments.
Our principal sources of income are interest and fees collected on loans, interest and dividends collected on other
investments, fees earned from the origination and sale of residential mortgage loans, SBA/USDA fees, and service
charges. Our principal expenses are interest paid on savings and other deposits, interest paid on other borrowings,
employee compensation, office expenses, and other overhead expenses.

Our Markets

Our primary service areas in Alabama are Anniston, Auburn, Birmingham and Huntsville with a presence extending
into Calhoun, Lee, Jefferson, Talladega, Madison and Randolph Counties of Alabama and their surrounding areas.
In Georgia, we serve the Columbus metropolitan statistical area (“MSA”), as well as Carroll, Coweta, and Dallas
Counties in the greater Atlanta MSA. The Bank also operates two loan production offices (“LPO”) in Atlanta,
Georgia.

Our markets are a mix of higher-growth areas and stable markets with strong core deposits. We find strength in the
stability of our rural markets coupled with higher growth potential in metropolitan areas such as Atlanta,
Birmingham, Huntsville and Auburn.

Corporate Information

Our principal executive office is located at 615 Quintard Avenue, Anniston, Alabama 36201, and our telephone
number is (256) 241-1092. We maintain an Internet website at www.southernstatesbank.net.

We make available through our website, free of charge, our annual reports on Form 10-K, our annual reports to
shareholders, quarterly reports on Form 10-Q, current reports on Form 8-K, and amendments to those reports filed or
furnished pursuant to Section 13(a) or 15(d) of the Exchange Act, as soon as reasonably practicable after such
material is electronically filed with, or furnished to, the SEC. These documents are also available on the SEC's
website at www.sec.gov. The information contained on or accessible from our website does not constitute a part of
this Annual Report on Form 10-K and is not incorporated by reference herein.

Properties

We provide banking services from 13 offices in Alabama and the Atlanta and Columbus, Georgia MSAs. We also
operate two LPOs in Atlanta, Georgia. Our executive offices and those of the Bank are located at 615 Quintard
Avenue, Anniston, Alabama. The Bank also owns an operations center located at 1131 Wilmer Avenue, Anniston,
Alabama 36202. We believe that our banking and other offices are in good condition and are suitable and adequate
to our needs.

The Bank owns its main office building and eleven of its banking centers. The remaining facilities are occupied
under lease agreements, with terms ranging from one to five years, with extension options.



Competition

Southern States Bank faces substantial competition in attracting and retaining deposits and making loans to its
customers in all of its principal markets. The banking and financial services industry is highly competitive, and we
compete with a wide range of financial institutions within our markets, including local, regional and national
commercial banks and credit unions. We also compete with mortgage companies, trust companies, brokerage firms,
consumer finance companies, mutual funds, securities firms, insurance companies, third-party payment processors,
financial technology companies and other financial intermediaries for certain of our products and services. Some of
our competitors are not subject to the regulatory restrictions and level of regulatory supervision applicable to us.

Interest rates on loans and deposits, as well as prices on fee-based services, are typically significant competitive
factors within the banking and financial services industry. Other important competitive factors in our industry and
markets include office locations and hours, quality of client service, community reputation, continuity of personnel
and services, capacity and willingness to extend credit, and ability to offer excellent banking products and services.

Competition involves efforts to retain current customers, obtain new loans and deposits, increase types of services
offered, and offer competitive interest rates on deposits and loans. Many of our competitors are much larger
financial institutions that have greater financial resources than we do and compete aggressively for market share.
These competitors attempt to gain market share through their financial product mix, pricing strategies and banking
center locations.

While we seek to remain competitive with respect to fees charged, interest rates and pricing, we believe that our
broad suite of financial solutions, our high-quality client service culture, our positive reputation and our
longstanding community relationships will enable us to compete successfully within our markets and enhance our
ability to attract and retain clients.

Human Capital Management

As of December 31, 2022, we had 188 total employees, of which 187 were classified as full time. Our employees are
not represented by a collective bargaining unit. We consider our relations with our employees to be excellent.

We are committed to fostering, cultivating, and preserving a culture of diversity and inclusion. We are working to
cultivate our leaders and shape future talent to help us meet the needs of our customers now and in the future. Our
human capital is the most valuable asset we have. The collective sum of the individual differences, life experiences,
knowledge, inventiveness, innovation, self-expression, unique capabilities, and talent that our employees invest in
their work represents a significant part of not only our culture but our reputation and our achievement as well. We
embrace our employee’s differences in age, color, disability, ethnicity, family or marital status, gender identity or
expression, language, national origin, race, religion, sexual orientation, socio-economic status, veteran status, and
other characteristics that make our employees unique.

Our commitment is to have diversity represented at all levels within the bank including our board of directors,
executive management, leadership, workforce, suppliers, and vendors. All employees of Southern States Bank have
a responsibility to always treat others with dignity and respect. All employees are expected to exhibit conduct that
reflects inclusion at work and within our communities.

We incorporate annual training on “Valuing Diversity” along with other technical and professional development
programs. Our emphasis on training allows employees to enhance and expand their abilities.

We offer competitive compensation to attract and retain talent. Our generous total rewards package includes market-
competitive salary, bonuses, short-term and long-term equity incentives, healthcare and retirement benefits, and paid
time off. Approximately 25% of our employees own stock in us. Employees have regular performance reviews and
salary raises commensurate with performance.

We continue to evolve to meet our employees’ health, wellness, and work-life balance needs.
Supervision and Regulation
General

Bank holding companies and banks are regulated extensively under both federal and state law. The bank regulatory
framework is intended primarily for the protection of depositors, the deposit insurance system, and the banking
system, and not for the protection of stockholders or any other group.

This supervisory and regulatory framework subjects banks and bank holding companies to regular examination by
their respective regulatory agencies, which results in examination reports and ratings that, while not publicly
available, can affect the conduct and growth of their businesses. These examinations consider not only compliance



with applicable laws and regulations, but also capital levels, asset quality and risk, management’s ability and
performance, earnings, liquidity, sensitivity to market risks and various other factors.

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

These regulatory agencies have broad discretion to impose restrictions and limitations on the operations of a
regulated entity where the agencies determine, among other things, that such operations are unsafe or unsound, or
the operations fail to comply with applicable law or are otherwise inconsistent with laws and regulations or with the
supervisory policies of these agencies.

The following is a summary of the material elements of the supervisory and regulatory framework applicable to
Southern States and Southern States Bank. It does not describe all of the statutes, regulations and regulatory policies
that apply, nor does it restate all of the requirements of those that are described. To the extent that the following
information describes statutory and regulatory provisions, it is qualified in its entirety by express reference to each
of the particular statutory and regulatory provisions. A change in applicable statutes, regulations or regulatory policy
may have a material effect on the business of Southern States and Southern States Bank.

Southern States

Southern States is registered as a bank holding company with the Federal Reserve. Southern States is subject to
examination, regulation and supervision by the Federal Reserve under the Bank Holding Company Act ("BHCA") of
1956, as amended, as well as the Alabama State Banking Department ("ASBD"). Southern States is required to file
annual reports and such additional information as the Federal Reserve may require.

The Company is a legal entity separate and distinct from the Bank. Various legal limitations restrict the Bank from
lending or otherwise supplying funds to the Company. See “Transactions with Affiliates.”

Federal and state laws regulate Southern States’ corporate governance, its investment authority, its manner of doing
business, its employment practices, its consumer privacy policies and procedures, its relationship with Southern
States Bank and its other affiliates, its ability to merge with, acquire, or be acquired by other entities, its requisite
minimum capital and the forms of capital, its payment of dividends or other distributions, the types of businesses in
which it can engage, and many other aspects of its business.

Southern States Bank

Southern States Bank is chartered by the ASBD. Southern States Bank is also a member of the Federal Deposit
Insurance Corporation ("FDIC") and its deposits are insured, as provided by law, by the Deposit Insurance Fund
("DIF"). Southern States Bank is subject to supervision, regulation, and examination by the FDIC and ASBD.
Southern States Bank is also subject to various requirements and restrictions under federal and state law, including
capital adequacy requirements, restrictions on dividends, requirements to maintain reserves against deposits,
requirements under the Community Reinvestment Act ("CRA"), restrictions on the types and amounts of loans that
may be made and the interest that may be charged thereon and limitations on the types of investments that may be
made, activities that may be engaged in, and types of services that may be offered. The operations of Southern States
Bank are also affected by various consumer laws and regulations, including regulations of the Consumer Financial
Protection Bureau (“CFPB”), and other state and federal agencies relating to equal credit opportunity, truth in
lending disclosures, truth in savings disclosures, debt collection laws, privacy regulations, and regulation of
consumer lending practices. In addition to the impact of direct regulation, commercial banks are affected
significantly by the actions of the Federal Reserve as it attempts to control the money supply and credit availability
in order to influence the economy.

Strict compliance at all times with state and federal banking laws, as well as other laws, is and will continue to be
required. Southern States Bank believes that the experience of its executive management will assist it in its
continuing efforts to achieve the requisite level of compliance. Certain provisions of state law may be preempted by
existing and future federal laws, rules and regulations, and no prediction can be made as to the impact of preemption
on state law or the regulation of Southern States Bank thereunder.

Enforcement Powers of Federal and State Banking Agencies

The federal and state bank regulatory agencies have broad enforcement powers, including the power to terminate
deposit insurance, impose cease and desist orders, substantial fines and other civil and criminal penalties, and
appoint a conservator or receiver for financial institutions. Failure to comply with applicable laws and regulations
could subject us and our officers and directors to administrative sanctions and potentially substantial civil money
penalties. In addition to the grounds discussed below under “Prompt Corrective Action and Other Consequences of



Capital Adequacy,” the appropriate bank regulatory agency may appoint the FDIC as conservator or receiver for a
depository institution (or the FDIC may appoint itself, under certain circumstances) if any one or more of a number
of circumstances exist, including, without limitation, the fact that the depository institution is undercapitalized and
has no reasonable prospect of becoming adequately capitalized, fails to become adequately capitalized when
required to do so, fails to submit a timely and acceptable capital restoration plan or materially fails to implement an
accepted capital restoration plan.

Payment of Dividends and Repurchases of Capital Instruments

Southern States is a legal entity separate and distinct from Southern States Bank. Southern States’ principal source
of cash flow, including cash flow to pay dividends to its stockholders, is dividends Southern States Bank pays to
Southern States as Southern States Bank’s sole stockholder. Statutory and regulatory limitations apply to Southern
States Bank’s payment of dividends to Southern States as well as to Southern States’ payment of dividends to its
stockholders. The Federal Reserve’s policy that a bank holding company should serve as a source of strength to its
subsidiary banks includes the position that a bank holding company should generally only pay dividends or other
capital distributions from current year earnings. The Federal Reserve also has stated that, as a matter of prudent
banking, a bank holding company generally should not maintain a rate of cash dividends unless its net income
available to common stockholders over the past four quarters has been sufficient to fully fund the dividends and the
prospective rate of earnings retention appears to be consistent with the corporation’s capital needs, asset quality and
overall financial condition. Southern States’ ability to pay dividends is also subject to the provisions of Alabama
corporate law.

Federal Reserve Supervisory Letter SR-09-4 (February 24, 2009), as revised December 21, 2015 and July 24, 2020,
applies to dividend payments, stock redemptions and stock repurchases. Prior consultation with the Federal Reserve
supervisory staff is required before:

* declaring and paying a dividend that could raise safety and soundness concerns (for example, declaring and
paying a dividend that exceeds earnings for the period for which the dividend is being paid);

» redemptions or repurchases of capital instruments when the bank holding company is experiencing
financial weakness; and

* redemptions and purchases of common or perpetual preferred stock which would reduce Tier 1 capital at
end of the period compared to the beginning of the period.

Bank holding company directors must consider different factors to ensure that the company dividend level is prudent
relative to maintaining a strong financial position, and is not based on overly optimistic earnings scenarios, such as
potential events that could affect its ability to pay, while still maintaining a strong financial position. As a general
matter, the Federal Reserve has indicated that the board of directors of a bank holding company should consult with
the Federal Reserve and eliminate, defer or significantly reduce the bank holding company’s dividends if:

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

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

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

The capital rules further limit permissible dividends, stock repurchases and discretionary bonuses by the Bank unless
the Bank meets the capital conservation buffer requirement discussed under “Capital Adequacy” below.

The ASBD also regulates Southern States Bank’s dividend payments. Under Alabama law, a state-chartered bank
has to maintain a capital surplus equal to at least 20% of its capital. The Bank has a capital surplus at least equal to
20% of its capital. Thereafter, the prior approval of the Alabama Superintendent of Banks is required for its payment
of dividends if the total of all dividends declared by a bank in any calendar year will exceed the total of (1) the
bank’s net earnings (as defined by statute) for that year, plus (2) its retained net earnings for the preceding two years,
less any required transfers to surplus. In addition, no dividends, withdrawals or transfers may be made from the
bank’s surplus without the prior written approval of the Superintendent.

Southern States and Southern States Bank’s payment of dividends may also be affected or limited by other factors,
such as the requirement to maintain adequate capital above regulatory guidelines or provisions in debt instruments
and contracts. Bank regulatory agencies have the authority to prohibit bank holding companies and banks from
engaging in unsafe or unsound practices in conducting their business. The payment of dividends, depending on the
financial condition of a bank holding company and of its subsidiary bank, could under certain circumstances be
deemed an unsafe or unsound practice, and therefore restricted.

Under the Federal Deposit Insurance Act, an FDIC-insured depository institution may not make any capital
distributions (including the payment of dividends) or pay any management fees to its holding company if it is
undercapitalized or if such payment would cause it to become undercapitalized.



Restrictions on Acquisitions and Certain Activities

As a bank holding company, Southern States must obtain prior approval of the Federal Reserve before (1) acquiring,
directly or indirectly (except in certain limited circumstances), ownership or control of more than 5% of the voting
stock of a bank, (2) acquiring all or substantially all of the assets of a bank, or (3) merging or consolidating with
another bank holding company. The BHCA also generally limits the business in which a bank holding company may
engage in to banking, managing or controlling banks, and furnishing or performing services for Southern States
Bank. A bank holding company may engage in or acquire an interest in a company that engages in activities that the
Federal Reserve has determined by regulation or order to be so closely related to banking or managing or controlling
banks as to be a proper incident thereto. Banks are also subject to restrictions on the types of activities that they are
permitted to engage in under regulations of the ASBD and the FDIC, which are generally limited to the business of
banking and activities that are incidental to the business of banking.

Bank holding companies that meet certain eligibility requirements prescribed by the BHCA and elect to operate as
financial holding companies may engage in, or own shares in companies engaged in, a wider range of non-banking
activities, including securities and insurance underwriting and sales, merchant banking and any other activity that
the Federal Reserve, in consultation with the Secretary of the Treasury, determines by regulation or order is financial
in nature or incidental to any such financial activity or that the Federal Reserve determines by order to be
complementary to any such financial activity and does not pose a substantial risk to the safety or soundness of
depository institutions or the financial system generally. Southern States has not elected to be a financial holding
company, and we have not engaged in any activities determined by the Federal Reserve to be financial in nature or
incidental or complementary to activities that are financial in nature.

Federal law also prohibits any person or company from acquiring “control” of an FDIC-insured depository
institution or its holding company without prior notice to the appropriate federal bank regulator. “Control” is
conclusively presumed to exist upon the acquisition of 25% or more of the outstanding voting securities of a bank or
bank holding company, but may be presumed to exist under certain circumstances between 5.00% and 24.99%
ownership.

The Federal Reserve may require that a bank holding company terminate an activity or terminate control of or
liquidate or divest certain subsidiaries or affiliates when the Federal Reserve believes the activity or the control of
the subsidiary or affiliate constitutes a significant risk to the financial safety, soundness or stability of any of its
banking subsidiaries. The Federal Reserve also has the authority to regulate provisions of certain bank holding
company debt. Under certain circumstances, a bank holding company must file written notice and obtain approval
from the Federal Reserve prior to purchasing or redeeming its equity securities.

Moreover, poor examination ratings, lower capital ratios than peer group institutions, regulatory concerns regarding
management, controls, assets, operations, or other factors can all potentially result in practical limitations on the
ability of a bank or bank holding company to engage in new activities, grow, acquire new businesses, repurchase its
stock or pay dividends, or to continue to conduct existing activities.

Company Expected to be Source of Financial Strength for Bank Subsidiary

Under Federal Reserve policy and the Federal Deposit Insurance Act, Southern States is expected to act as a source
of financial strength to, and to commit resources to support, Southern States Bank. This support may be required at
times when, absent such Federal Reserve policy, Southern States may not be inclined to provide it.

In the event an FDIC-insured subsidiary becomes subject to a capital restoration plan with its regulators, the parent
bank holding company is required to guarantee performance of such plan up to the lesser of 5.0% of the bank's
assets at the time it became undercapitalized or the amount necessary to cause the institution to be adequately
capitalized, and such guarantee is given priority in bankruptcy of the bank holding company. In addition, where a
bank holding company has more than one bank or thrift subsidiary, each of the bank holding company’s subsidiary
depository institutions may be responsible for any losses to the FDIC’s DIF, if an affiliated depository institution
fails. As a result, a bank holding company may be required to loan money to a bank subsidiary in the form of
subordinate capital notes or other instruments which qualify as capital under bank regulatory rules. However, any
loans from the holding company to such subsidiary banks likely will be unsecured and subordinated to such bank’s
depositors and to other creditors of the bank. See “Capital.”

Capital Adequacy

The various federal banking agencies, including the Federal Reserve and FDIC, have adopted risk-based capital
requirements for assessing bank and bank holding company capital adequacy. These standards establish minimum
capital standards in relation to the relative credit risk of assets and off-balance sheet exposures. Capital is classified
into two tiers. Tier 1 capital consists generally of common equity tier 1 capital (generally comprised of common
stockholders’ equity and retained earnings) and additional tier 1 capital (includes, among other things, certain types
of noncumulative perpetual preferred stock) and is reduced by goodwill and certain other intangible assets. Tier 2
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capital generally includes the allowance for possible loan losses (subject to certain limitations) and certain types of
subordinated debt and cumulative perpetual preferred stock. Institutions may elect a one-time option to exclude
unrealized gains and losses on the investment securities portfolio from the calculation of Tier 1 and Tier 2 capital.
The Bank has made such an election. The risk-based capital guidelines require financial institutions to maintain
specific defined credit risk factors and apply them to their assets which results in risk-adjusted assets.

The capital standards impose the following minimum capital requirements:

a ratio of common equity tier 1 capital to total risk-weighted assets of 4.5%,
aratio of tier 1 capital to total risk-weighted assets of 6%,

a ratio of total capital to total risk-weighted assets of 8%, and

a ratio of tier 1 capital to adjusted average total assets of 4%.

In addition to these minimum regulatory capital ratios, the regulations establish a capital conservation buffer with
respect to the first three ratios listed above. Specifically, banking organizations must hold common equity tier 1
capital in excess of their minimum risk-based capital ratios by at least 2.5% of risk-weighted assets in order to avoid
limits on capital distributions (including dividend payments, discretionary payments on tier 1 instruments, and stock
buybacks) and certain discretionary bonus payments to executive officers. Thus, when including the 2.5% capital
conservation buffer, a bank holding company and a bank’s minimum ratio of common equity tier 1 capital to risk-
weighted assets becomes 7%, its minimum ratio of tier 1 capital to total risk-weighted assets becomes 8.5%, and its
minimum ratio of total capital to risk-weighted assets becomes 10.5%.

These guidelines are only minimum standards and regulators expect bank holding companies and banks to maintain
capital well above these minimum requirements. Failure to meet capital guidelines could subject a bank or bank
holding company to a variety of enforcement remedies, including issuance of a capital directive, the termination of
deposit insurance by the FDIC, a prohibition on accepting brokered deposits, and certain other restrictions on its
business, including in certain circumstances, the appointment of a receiver.

The federal banking agencies finalized a rule in November 2019 that allows bank holding companies and banks with
less than $10.0 billion in total consolidated assets and limited amounts of certain assets and off balance sheet
exposures and a leverage ratio of greater than 9% (subsequently temporarily reduced to 8% for 2020 and 8.5% for
2021 as a COVID-19 relief measure) to elect to use the Community Bank Leverage Ratio (“CBLR”) framework. A
community banking organization electing to use the CBLR framework would have a simplified capital regime and
would not be subject to other capital and leverage requirements and would be considered well capitalized as long as
it continued to meet the requirements of the CBLR framework. We have not elected to use the CBLR framework
and it is uncertain if Southern States will elect to utilize the CBLR framework in the future, as it believes it will
continue to calculate the other capital measures, which provide comparable information to other publicly traded
banking institutions.

As a bank holding company with less than $3 billion in total consolidated assets, Southern States is eligible to be
treated as a “small bank holding company” under the Federal Reserve’s Small Bank Holding Company and Savings
and Loan Holding Company Policy Statement. As a result, Southern States’ capital adequacy is evaluated at the
bank level and on a parent-only basis, and it is not subject to consolidated capital standards for regulatory purposes.

Prompt Corrective Action and Other Consequences of Capital Adequacy

The Federal Deposit Insurance Act requires, among other things, that the federal banking regulators take prompt
corrective action with respect to FDIC-insured depository institutions that do not meet minimum capital
requirements. Under the Federal Deposit Insurance Act, insured depository institutions are divided into five capital
categories: well capitalized, adequately capitalized, undercapitalized, significantly undercapitalized, and critically
undercapitalized as set forth below. An institution may be deemed to be in a capitalization category that is lower
than is indicated by its actual capital position if it receives an unsatisfactory examination rating:

» well capitalized if it has a total risk-based capital ratio of 10% or greater, a Tier 1 risk-based capital ratio of
8% or greater, a Common Equity Tier 1 capital ratio of 6.5% or greater, a leverage capital ratio of 5% or
greater and is not subject to any written agreement, order, capital directive or prompt corrective action
directive by a federal bank regulatory agency to maintain a specific capital level for any capital measure;

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

*  “undercapitalized” if it has a total risk-based capital ratio of less than 8%, a Tier 1 risk-based capital ratio
of less than 6%, a Common Equity Tier 1 capital ratio of less than 4.5% or has a leverage capital ratio of
less than 4%,

*  “significantly undercapitalized” if it has a total risk-based capital ratio of less than 6%, a Tier 1 risk-based
capital ratio of less than 4%, a Common Equity Tier 1 capital ratio of less than 3%, or a leverage capital
ratio of less than 3%; or
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«  “critically undercapitalized” if its ratio of tangible equity to total assets is equal to or less than 2%.

The federal bank regulatory agencies have authority to require additional capital and have indicated that higher
capital levels may be required in light of market conditions and risk.

The Federal Deposit Insurance Act generally prohibits an FDIC-insured depository institution from making any
capital distribution (including payment of dividends) or paying any management fee to its holding company if the
depository institution would thereafter be undercapitalized. Undercapitalized depository institutions are subject to
restrictions on borrowing from the Federal Reserve. In addition, undercapitalized depository institutions are subject
to, among other things, growth limitations and are required to submit capital restoration plans. An insured depository
institution’s holding company must guarantee the capital plan, up to an amount equal to the lesser of 5% of the
depository institution’s assets at the time it becomes undercapitalized or the amount of the capital deficiency when
the institution fails to comply with the plan, for the plan to be accepted by the applicable federal regulatory
authority. The federal banking agencies may not accept a capital plan without determining, among other things, that
the plan is based on realistic assumptions and is likely to succeed in restoring the depository institution’s capital. If a
depository institution fails to submit an acceptable plan or fails to implement its plan, it is treated as if it is
significantly undercapitalized.

Significantly undercapitalized depository institutions may be subject to a number of requirements and restrictions,
including orders to sell sufficient voting stock to become adequately capitalized, to sell to another bank or bank
holding company, to reduce total assets, to restrict interest rates paid on deposits, to replace the board of directors or
management and to cease receipt of deposits from correspondent banks. Critically undercapitalized depository
institutions are subject to appointment of a receiver or conservator, generally within ninety (90) days of the date on
which they become critically undercapitalized, and are subject to other restrictions.

Business activities may be influenced by an institution’s capital classification. For example, only a “well
capitalized” depository institution may accept brokered deposits without prior regulatory approval and an
“adequately capitalized” institution may accept such deposits only with prior regulatory approval. Such approval has
historically been difficult to obtain.

General Regulatory Considerations

Under the Federal Deposit Insurance Corporation Improvement Act (“FDICIA”), all insured institutions must
undergo regular on-site examination by their appropriate banking agency. The cost of examinations of insured
depository institutions and any affiliates may be assessed by the appropriate agency against each institution or
affiliate as it deems necessary or appropriate. Insured institutions are required to submit annual reports to the FDIC
and the appropriate agency (and state supervisor when applicable). FDICIA also requires the federal banking
regulatory agencies to prescribe, by regulation, standards for all insured depository institutions and depository
institution holding companies relating, among other things, to: (i) internal controls, information systems and audit
systems; (ii) loan documentation; (iii) credit underwriting; (iv) interest rate risk exposure; and (v) asset quality.

In response to perceived needs in financial institution regulation, Congress enacted the Financial Institutions
Reform, Recovery and Enforcement Act of 1989 (“FIRREA”). FIRREA provides that a depository institution
insured by the FDIC can be held liable for any loss incurred by, or reasonably expected to be incurred by, the FDIC
in connection with (i) the default of a commonly controlled FDIC-insured depository institution or (ii) any assistance
provided by the FDIC to a commonly controlled FDIC-insured depository institution in danger of default.

FIRREA provides that financial institutions and their affiliated parties (such as officers and directors) may be subject
to civil money penalties for certain types of violations and misconduct. In addition, the FDIC was granted enhanced
authority to withdraw or to suspend deposit insurance in certain cases. The banking regulators have not been
reluctant to use the enforcement authorities provided under FIRREA. Further, regulators have broad power to issue
cease and desist orders that may, among other things, require affirmative action to correct any harm resulting from a
violation or practice, including restitution, reimbursement, indemnifications or guarantees against loss. A financial
institution may also be ordered to restrict its growth, dispose of certain assets, rescind agreements or contracts or
take other actions as determined by the ordering agency to be appropriate.

Federal and state banking laws subject banks to certain restrictions on extensions of credit to executive officers,
directors, certain principal stockholders and their related interests. For example, such extensions of credit (i) must be
made on substantially the same terms, including interest rates and collateral, as those prevailing at the time for
comparable transactions with unrelated third parties and (ii) must not involve more than the normal risk of
repayment or present other unfavorable features. These laws also impose certain lending limits on such loans.

Community Reinvestment Act

The CRA requires that each insured depository institution shall be evaluated by its primary federal regulator with
respect to its record in meeting the credit needs of its local community, including low- and moderate-income
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neighborhoods, consistent with the safe and sound operation of those institutions. These factors are also considered
in evaluating mergers, acquisitions and applications to open a branch or facility.

A bank’s compliance with its CRA obligations is based on a performance-based evaluation system that bases CRA
ratings on an institution’s lending, service and investment performance. When a bank holding company applies for
approval to acquire a bank or other bank holding company, the Federal Reserve will review the CRA assessment of
each subsidiary bank of the applicant bank holding company, and such records may be the basis for denying the
application. In connection with its assessment of CRA performance, the appropriate bank regulatory agency assigns
a rating of “outstanding,” “satisfactory,” “needs to improve” or “substantial noncompliance.”

The federal CRA regulations require that evidence of discriminatory, illegal or abusive lending practices be
considered in the CRA evaluation. A less than satisfactory CRA rating will slow, if not preclude, acquisitions, and
new branches and other expansion activities and may prevent a company from becoming a financial holding
company.

CRA agreements with private parties must be disclosed and annual CRA reports must be made to a bank’s primary
federal regulator. A financial holding company election, and such election and financial holding company activities
are permitted to be continued, only if any affiliated bank has not received less than a “satisfactory” CRA rating.

The federal banking agencies have proposed changes to modernize the CRA regulations, but at present such changes
have not been finalized.

USA Patriot Act

After the terrorist attacks of September 11, 2001, Congress enacted broad anti-terrorism legislation called the
“United and Strengthening America by Providing Appropriate Tools Required to Intercept and Obstruct Terrorism
Act of 2001,” which is generally known as the “USA Patriot Act.” Title III of the USA Patriot Act requires financial
institutions, including Southern States and Southern States Bank, to help prevent, detect and prosecute international
money laundering and the financing of terrorism. The Department of the Treasury has adopted additional
requirements to further implement Title III.

The law is intended to enhance the powers of the federal government and law enforcement organizations to combat
terrorism, organized crime and money laundering. The USA Patriot Act materially amended and expanded the
application of the existing Bank Secrecy Act. It provided enhanced measures, including know your customer, new
suspicious activity reporting rules and enhanced anti-money laundering programs. Under the USA Patriot Act, each
financial institution is required to establish and maintain anti-money laundering compliance and due diligence
programs, which include, at a minimum:

the development of internal policies, procedures, and controls;
the designation of a compliance officer;

an ongoing employee training program; and

an independent audit function to test programs.

In addition, the USA Patriot Act requires regulatory agencies to consider the record of a bank or bank holding
company in combating money laundering activities in their evaluation of bank and bank holding company merger,
acquisition and branch expansion transactions.

The U.S. Treasury Department has issued regulations under the USA Patriot Act. The regulations state that a
depository institution will be deemed in compliance with the USA Patriot Act provided it continues to comply with
the Bank Secrecy Act regulations. Under these regulations, a mechanism has been established for law enforcement
to communicate names of suspected terrorists and money launderers to financial institutions, in return for securing
the ability to promptly locate accounts and transactions involving those suspects. Financial institutions receiving
names of suspects must search their account and transaction records for potential matches and report positive results
to FinCEN. Each financial institution must designate a point of contact to receive information requests. These
regulations outline how financial institutions can share information concerning suspected terrorist and money
laundering activity with other financial institutions under protection from the statutory safe harbor from liability,
provided each financial institution notifies FinCEN of its intent to share information.

FinCEN rules require banks to know the beneficial owners of customers that are not natural persons, update
customer information in order to develop a customer risk profile, and generally monitor such matters.

FinCEN has also adopted regulations intended to prevent money laundering and terrorist financing through
correspondent accounts maintained by U.S. financial institutions on behalf of foreign banks. Financial institutions
are required to take reasonable steps to ensure that they are not providing banking services directly or indirectly to
foreign shell banks.
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Bank Mergers

Section 18(c) of the Federal Deposit Insurance Act, known as the “Bank Merger Act,” requires the written approval
of a bank’s primary federal regulator before the bank may (1) acquire through merger or consolidation, (2) purchase
or otherwise acquire the assets of, or (3) assume the deposit liabilities of, another bank. The Bank Merger Act
prohibits the reviewing agency from approving any proposed merger transaction that would result in certain
significant anti-competitive effects. In every proposed merger transaction, the reviewing agency must also consider
the financial and managerial resources and future prospects of the existing and proposed institutions, the
convenience and needs of the community to be served, the bank's CRA performance, and the effectiveness of each
insured depository institution involved in the proposed merger transaction in combating money-laundering activities.
In addition to FDIC approval, the Bank must also obtain the prior approval of the ASBD before acquiring or
merging with another bank. The ASBD will consider similar criteria when reviewing an application.

Branching

Under Alabama law, Southern States Bank is permitted to establish additional branch offices within Alabama,
subject to the approval of the ASBD. As a result of the Dodd-Frank Act, Southern States Bank may also establish
additional branch offices outside of Alabama, subject to prior regulatory approval, so long as the laws of the state
where the branch is to be located would permit a state bank chartered in that state to establish a branch. Any new
branch, whether located inside or outside of Alabama, must also be approved by the FDIC, as the Bank’s primary
federal regulator. Southern States Bank may also establish offices in other states by merging with banks or by
purchasing branches of other banks in other states, subject to certain restrictions.

Lending Limits

Under Alabama law, the amount of loans which may be made by a bank in the aggregate to one person is limited.
Alabama law provides that unsecured loans by a bank to one person may not exceed an amount equal to 10% of the
capital and unimpaired surplus of the bank. If the amount exceeds such 10% level, the excess must be secured up to
a limit of 20%. For purposes of calculating these limits, loans to various business interests of the borrower, including
companies in which a substantial portion of the stock is owned or partnerships in which a person is a partner, must
be aggregated with those made to the borrower individually. Loans secured by certain readily marketable collateral
are exempt from these limitations, as are loans secured by deposits and certain government securities.

Guidance on Commercial Real Estate Concentrations

Lending operations that involve concentrations of commercial real estate loans are subject to enhanced scrutiny by
federal banking regulators. Regulators have issued guidance with respect to the risks posed by commercial real
estate lending concentrations. Commercial real estate loans generally include construction and development loans
and loans secured by multifamily property and nonfarm, nonresidential real property where the primary source of
repayment is derived from rental income associated with the property, but it excludes owner-occupied real estate.
The guidance prescribes the following guidelines for examiners to help identify institutions that are potentially
exposed to concentration risk and may warrant greater supervisory scrutiny:

* Total loans for construction, land development and other land represent 100 percent or more of an
institution’s total capital; or

*  Total non-owner occupied commercial real estate loans represent 300 percent or more of an institution’s
total capital.

FDIC Insurance Assessments

The FDIC has adopted a risk-based assessment system for insured depositary institutions that takes into account the
risks attributable to different categories and concentrations of assets and liabilities. The assessment rate is based on a
combination of factors, including certain financial data and its level of supervisory risk.

The FDIC may terminate the deposit insurance of a bank if it finds that the institution has engaged in unsafe and
unsound practices, is in an unsafe or unsound condition to continue operations or has violated any applicable law,
regulation, rule, order, or condition imposed by the FDIC.

The FDIC issued a final rule in October 2022 increasing deposit insurance assessments beginning in the first
quarterly assessment period of 2023. The FDIC can also impose special assessments in certain instances. If there are
additional bank or financial institution failures or if the FDIC otherwise determines to increase assessment rates,
Southern States Bank may be required to pay higher FDIC insurance premiums.
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Transactions with Affiliates

Southern States Bank is subject to sections 23A and 23B of the Federal Reserve Act, or the Affiliates Act, and the
Federal Reserve’s implementing Regulation W. An affiliate of a bank is any company or entity that controls, is
controlled by or is under common control with the bank. Accordingly, transactions between Southern States and
Southern States Bank will be subject to a number of restrictions. The Affiliates Act imposes restrictions and
limitations on the Bank from making extensions of credit to, or the issuance of a guarantee or letter of credit on
behalf of, Southern States or other affiliates, the purchase of, or investment in, stock or other securities thereof, the
taking of such securities as collateral for loans and the purchase of assets of Southern States or other affiliates. Such
restrictions and limitations prevent Southern States or other affiliates from borrowing from the Bank unless the loans
are secured by certain types of collateral of designated amounts. All such transactions, as well as contracts entered
into between the Bank and affiliates, must be on terms that are no less favorable to the Bank than those that would
be available from non-affiliated third parties. Federal Reserve policies also forbid the payment by bank subsidiaries
of management fees which are unreasonable in amount or exceed the fair market value of the services rendered or, if
no market exists, actual costs plus a reasonable profit.

Consumer Financial Services

Southern States Bank is subject to a number of federal and state consumer protection laws that extensively govern its
relationship with its customers. These laws include the Equal Credit Opportunity Act, the Fair Credit Reporting Act,
the Truth in Lending Act, the Truth in Savings Act, the Electronic Fund Transfer Act, the Expedited Funds
Availability Act, the Home Mortgage Disclosure Act, Fair Housing Act, the Real Estate Settlement Procedures Act,
the Fair Debt Collection Practices Act, the Service Members Civil Relief Act, the Military Lending Act, and these
laws’ respective state law counterparts, as well as state usury laws and laws regarding unfair and deceptive acts and
practices. These and other federal laws, among other things, require disclosures of the cost of credit and terms of
deposit accounts, provide substantive consumer rights, prohibit discrimination in credit transactions, regulate the use
of credit report information, provide financial privacy protections, prohibit unfair, deceptive and abusive practices
and subject us to substantial regulatory oversight. Violations of the applicable consumer protection laws can result in
significant potential liability from litigation brought by customers, including actual damages, restitution and
attorneys’ fees. Federal bank regulators, state attorneys general and state and local consumer protection agencies
may also seek to enforce consumer protection requirements and obtain these and other remedies, including
regulatory sanctions, customer rescission rights, action by the state and local attorneys general in each jurisdiction in
which we operate and civil money penalties. Failure to comply with consumer protection requirements may also
result in failure to obtain any required bank regulatory approval for mergers or acquisitions or prohibition from
engaging in such transactions even if approval is not required.

There has been an enhanced focus by certain bank regulatory agencies with respect to industry practices relating to
overdraft fees and non-sufficient funds fees. For example, the CFPB issued a Request for Information in January
2022 seeking public input with respect to financial institution practices relating to, among other areas, credit card
fees, overdraft fees and non-sufficient funds fees and stated its intent to reduce these types of fees through crafting
rules, issuing industry guidance, and focusing supervision and enforcement resources to achieve this goal. In August
2022, the FDIC issued guidance with respect to banking practices involving charging multiple non-sufficient funds
fees on the representment of the same unpaid transaction on a deposit account. In addition, the CFPB issued
guidance in October 2022 with respect to certain practices relating to overdraft fees.

Dodd-Frank Act

On July 21, 2010, the Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010, or the Dodd-Frank
Act, was signed into law. This law significantly changed the bank regulatory structure and affected the lending,
deposit, investment, trading and operating activities of banks and their holding companies. The Dodd-Frank Act
required various federal agencies to adopt a broad range of new implementing rules and regulations and to prepare
numerous studies and reports for Congress. The following summarizes just a few of the provisions of the Dodd-
Frank Act. While much of the Dodd-Frank Act has been implemented in the form of final rules from the banking
agencies, the full extent of its impact on our operations is not yet determined. It is possible that existing rules may
still be modified or repealed or that new rules may be implemented.

The Dodd-Frank Act changed the types of instruments that are eligible for tier 1 capital treatment at the holding
company-level. It also called for the Federal Reserve to apply to bank holding companies the same minimum
leverage and risk-based capital standards that apply to banks.

The Dodd-Frank Act eliminated the federal prohibitions on paying interest on demand deposits, thus allowing
businesses to have interest-bearing checking accounts.

The Dodd-Frank Act required fees charged by banks for debit card transactions, commonly referred to as

interchange fees, to be both “reasonable and proportional” to the cost incurred by the card issuer and authorized the
Federal Reserve to implement regulations with respect to this requirement.
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The Dodd-Frank Act also broadened the base for FDIC insurance assessments. Assessments are based on the
average consolidated total assets less tangible equity capital of a financial institution. The Dodd-Frank Act
permanently increased the maximum amount of deposit insurance for banks, savings institutions and credit unions to
$250,000 per depositor.

The Dodd-Frank Act created a new Consumer Financial Protection Bureau (the “CFPB”) with broad powers to
supervise and enforce consumer protection laws. The CFPB has broad rule-making authority for a wide range of
consumer protection laws that apply to all banks, including the authority to prohibit “unfair, deceptive or abusive”
acts and practices. The CFPB has examination and enforcement authority over all banks with more than $10 billion
in assets. Banks with less than $10 billion in assets will be examined for compliance with consumer laws by their
primary bank regulator.

The Dodd-Frank Act increased the regulation of consumer protections regarding mortgage originations, including
originator compensation, minimum repayment standards and servicing requirements.

Mortgage Lending Rules

The Dodd-Frank Act authorized the CFPB to establish certain minimum standards for the origination of residential
mortgages, including a proper determination of a borrower’s ability to repay. Under the Dodd-Frank Act, financial
institutions may not make a residential mortgage loan unless they make a “reasonable and good faith determination”
that the consumer has a “reasonable ability” to repay the loan. The Dodd-Frank Act allows borrowers to raise certain
defenses to foreclosure but provides a full or partial safe harbor from such defenses for loans that are “qualified
mortgages.” The CFPB published final rules to, among other things, specify the types of income and assets that may
be considered in the ability-to-repay determination, the permissible sources for verification, and the required
methods of calculating the loan’s monthly payments. Since then, the CFPB has made certain modifications to these
rules. The rules extend the requirement that creditors verify and document a borrower’s income and assets to include
all information that creditors rely on in determining repayment ability.

Financial Privacy and Cybersecurity Requirements

Federal law and regulations limit a financial institution’s ability to share consumer financial information with
unaffiliated third parties. Specifically, these provisions require all financial institutions offering financial products or
services to consumer customers to provide such customers with the financial institution’s privacy policy and provide
such customers the opportunity to “opt out” of the sharing of personal financial information with unaffiliated third
parties. The sharing of information for marketing purposes is also subject to limitations.

Federal law and regulations also establish certain information security guidelines that require each financial
institution, under the supervision and ongoing oversight of its board of directors or an appropriate committee
thereof, to develop, implement, and maintain a comprehensive written information security program designed to
ensure the security and confidentiality of customer information, to protect against anticipated threats or hazards to
the security or integrity of such information, and to protect against unauthorized access to or use of such information
that could result in substantial harm or inconvenience to any customer. Federal and state laws require notice to be
provided to customers of a data breach incident under certain circumstances.

Federal banking regulators regularly issue guidance regarding cybersecurity intended to enhance cyber risk
management. A financial institution is expected to implement multiple lines of defense against cyber-attacks.
Financial institutions are also expected to implement procedures designed to address the risks posed by potential
cyber threats, and to allow the institution to respond and recover effectively after a cyber-attack.

Other Legislation and Regulation

Other legislative and regulatory proposals regarding changes in banking and the regulation of banks, thrifts and
other financial institutions are considered from time to time by the executive branch of the federal government,
Congress and various state governments. It cannot be predicted whether any of such legislative or regulatory
proposals will be adopted and, if adopted, how these will affect Southern States and Southern States Bank.

Monetary and Fiscal Policy

Banking is a business which depends on interest rate differentials. In general, the difference between the interest
paid by a bank on its deposits and its other borrowings and the interest received by a bank on its loans to customers
and its securities holdings generally constitutes the major portion of a bank’s earnings. Thus, the earnings and
growth of Southern States Bank will be subject to the influence of economic conditions generally, both domestic and
foreign, and also to the monetary and fiscal policies of the United States and its agencies, particularly the Federal
Reserve. The Federal Reserve regulates the supply of money through various means, including open-market dealings
in United States government securities, the discount rate at which members may borrow, and reserve requirements
on deposits and funds availability regulations. These instruments are used in varying combinations to influence the
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overall growth of bank loans, investments and deposits and also affect interest rates charged on loans or paid on
deposits. The policies of the Federal Reserve have had a significant effect on the operating results of commercial
banks in the past and will continue to do so in the future. The nature and timing of any future changes in Federal
Reserve policies and their impact on Southern States Bank cannot be predicted.

Item 1A. Risk Factors
RISK FACTORS

Investing in our common stock involves a high degree of risk. Before you decide to invest in our common stock, you
should carefully consider the risks described below, together with all other information included in this Annual
Report on Form 10-K, including our consolidated financial statements and related notes appearing elsewhere
herein. We believe the risks described below are the risks that are material to us as of the date of this Annual
Report. If any of the following risks actually materialize, our business, financial condition or results of operations
could be materially and adversely affected. In that case, you could experience a partial or complete loss of your
investment. Further, to the extent that any of the information in this Annual Report on Form 10-K constitutes
forward-looking statements, the risk factors below also are cautionary statements identifying important factors that
could cause actual results to differ materially from those expressed in any forward-looking statements made by us or
on our behalf. See “Cautionary Note Regarding Forward-Looking Statements.”

Risks Related to Our Business
Southern States’ profitability is vulnerable to interest rate fluctuations.

Southern States’ profitability depends substantially upon its net interest income. Net interest income is the difference
between the interest earned on assets (such as loans and securities held in Southern States’ investment portfolio) and
the interest paid for liabilities (such as interest paid on deposits).

Income associated with interest-earning assets and costs associated with interest-bearing liabilities may not be
affected uniformly by fluctuations in interest rates. The magnitude and duration of changes in interest rates are
events over which Southern States has no control, and such changes may have an adverse effect on Southern States’
net interest income. Prepayment and early withdrawal levels, which are also impacted by changes in interest rates,
can significantly affect Southern States’ assets and liabilities. For example, an increase in interest rates could, among
other things, reduce the demand for loans and decrease loan repayment rates. Such an increase could also adversely
affect the ability of Southern States’ floating-rate borrowers to meet their higher payment obligations, which could
in turn lead to an increase in non-performing assets and net charge offs. Conversely, a decrease in the general level
of interest rates could affect Southern States by, among other things, leading to greater competition for deposits and
incentivizing borrowers to prepay or refinance, at lower interest rates, their loans more quickly or frequently than
they otherwise would, and at current interest rates and with current yield curves, it would reduce our net interest
income and margin. Southern States attempts to minimize the adverse effects of changes in interest rates by
structuring its asset-liability composition in order to obtain the maximum spread between interest income and
interest expense and its primary tool for managing interest rate risk is a simulation model that evaluates the impact
of interest rate changes on net interest income and the economic value of equity. However, there can be no assurance
that Southern States will be successful in minimizing the adverse effects of changes in interest rates.

We generally price our variable rate loans based on the prime interest rate. As of December 31, 2022, we had $733.6
million of variable rate loans.

Generally, the interest rates on Southern States’ interest-carning assets and interest-bearing liabilities do not change
at the same rate, to the same extent or on the same basis. Even assets and liabilities with similar maturities or re-
pricing periods may react differently to changes in market interest rates. Interest rates on certain types of assets and
liabilities may fluctuate in advance of changes in general market interest rates, while interest rates on other types of
assets and liabilities may lag behind changes in general market rates. Certain assets, such as fixed and adjustable rate
mortgage loans, have features that limit changes in interest rates on a short-term basis and over the life of the asset.
In a rising interest rate environment, the value of our securities AFS portfolio generally declines. As of
December 31, 2022, our net unrealized loss in our securities AFS portfolio was $14.9 million due to the significant
rise in interest rates during 2022. Changes in interest rates could materially and adversely affect Southern States’
financial condition and results of operations.

Generally, interest rate spreads (the difference between interest rates earned on assets and interest rates paid on
liabilities) have narrowed in recent years as a result of changing market conditions, policies of various government
and regulatory authorities, and competitive pricing pressures, and Southern States cannot predict whether these rate
spreads will narrow even further. This narrowing of interest rate spreads, and related decreases, could adversely
affect Southern States’ results of operations, cash flows and financial condition.
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Southern States business is concentrated in, and largely dependent upon, the continued growth of, and economic
conditions in, the markets where Southern States operates.

Southern States’ operations are in Alabama and the Atlanta and Columbus, Georgia MSAs. Southern States’ success
depends to a significant extent upon the business activity, population, income levels, deposits, and real estate activity
in these areas. Although customers’ business and financial interests may extend outside of these areas, adverse
economic conditions in those areas could reduce Southern States’ growth rate, affect the ability of Southern States’
customers to repay their loans, affect the value of collateral underlying loans and affect Southern States’ ability to
attract deposits. Adverse changes in the economic conditions in one or more of our local markets could negatively
affect our results of operations and our profitability, affect consumer confidence levels and may cause adverse
changes in payment patterns, causing increases in delinquencies and default rates, which may impact Southern
States’ charge offs and provisions for loan and credit losses, and our financial condition and results of operations.
Economic deterioration that affects household and/or corporate incomes could also result in reduced demand for
credit or fee-based products and services. Any of these factors could adversely affect Southern States’ financial
condition, results of operations and cash flows. Because of Southern States’ geographic concentration, Southern
States may be less able than other regional or national financial institutions to diversify its credit risks across
multiple markets.

Certain markets are also affected by the growth of automobile manufacturing and related suppliers located in our
markets and nearby, and the automobile industry and other industries have been adversely affected by supply chain
disruptions and shortages. Auto sales are cyclical and are affected adversely by higher interest rates.

An elimination of LIBOR or other benchmark rates and the lack of availability of alternative indexes could
adversely impact our business and results of operations.

As of December 31, 2022, we had approximately 42 loans with balances of $116.0 million that use LIBOR interest
rates. LIBOR and certain other benchmark rates are the subject of recent national, international, and other regulatory
guidance and proposals for reform. The U.S. federal banking agencies have told banking organizations to cease
using U.S. dollar LIBOR as a reference rate in new contracts by December 31, 2022, and will be evaluating banks’
transition efforts as part of their examinations. We cannot predict what rate or rates may become accepted
alternatives to LIBOR, or what the effect of any such changes in views or alternatives may be on the markets for
LIBOR-linked financial instruments, including our loans, borrowings and interest rate swaps. We are in the process
of assessing the impact that a cessation or market replacement of LIBOR would have on certain of our products and
contracts.

Southern States could suffer losses from a decline in the credit quality of the assets that Southern States holds.

Southern States could sustain losses if borrowers, guarantors, and related parties fail to perform in accordance with
the terms of their loans. Southern States has adopted underwriting and credit monitoring procedures and policies that
Southern States believes are appropriate to manage these risks, including the establishment and review of the
allowance for credit losses, periodic assessment of the likelihood of nonperformance, tracking loan performance,
and diversifying its credit portfolio. These policies and procedures, however, may not prevent unexpected losses that
could materially adversely affect Southern States’ financial condition and results of operations. In particular,
Southern States faces credit quality risks presented by past, current, and potential economic and real estate market
conditions.

A significant portion of Southern States’ loan portfolio is secured by real estate, and events that negatively impact
the real estate market could negatively impact Southern States’ business.

As of December 31, 2022, 83.4% of Southern States’ loan portfolio is secured by either residential or commercial
real estate. As of December 31, 2022, Southern States had $167.9 million in residential real estate loans and $904.9
million in commercial real estate loans outstanding, representing 10.5% and 56.8%, respectively, of gross loans
outstanding on that date. Loans in hospitality properties, including hotels, motels, restaurants and shopping centers,
which were $181.0 million, representing 11.4% of our net loans outstanding at December 31, 2022, may be
especially sensitive to economic conditions and the risks of the travel and retail industries, including the effects of
COVID-19.

There are significant risks associated with real estate-based lending. Real estate collateral may deteriorate in value
during the time that credit is extended, in which case Southern States might not be able to sell such collateral for an
amount necessary to satisfy a defaulting borrower’s obligation to Southern States. In that event, there could be a
material adverse effect on Southern States’ financial condition and results of operations. Additionally, commercial
real estate loans are subject to unique risks. These types of loans are often viewed as having more risks than
residential real estate or other consumer loans, primarily because relatively large amounts are loans to a relatively
small number of borrowers. Thus, the deterioration of even a small number of these loans could cause a significant
increase in the loan loss allowance or loan charge offs, which in turn could have a material adverse effect on
Southern States’ financial condition and results of operations. Furthermore, commercial real estate loans depend on
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cash flows from the property securing the debt. Cash flows may be affected significantly by general economic
conditions and a downturn in the local economy in one of Southern States’ markets or in occupancy rates where a
property is located could increase the likelihood of default.

We may foreclose upon and take title to or operate property in the ordinary course of business, which may subject us
to environmental risk. Although management has policies requiring environmental reviews before loans secured by
real property are made and before foreclosure is commenced, if hazardous substances are found on such property, or
found in a greater extent than expected, Southern States could be liable for remediation costs, as well as for personal
injury and property damage on such collateral.

Our limited geographic markets increase these risks. Most of the real estate securing Southern States’ loans is
located in Alabama and Georgia. Because the value of this collateral depends upon local real estate market
conditions and activity, and is affected by, among other things, neighborhood characteristics, real estate tax rates, the
cost of operating the properties, and local governmental regulation, adverse changes in any of these factors in our
markets could cause a decline in the value of the collateral securing a significant portion of Southern States’ loan
portfolio. Further, the concentration of real estate collateral in these markets limits Southern States’ ability to
diversify the risk of such occurrences.

Southern States’ allowance for estimated loan losses may not be adequate to cover actual loan losses, which may
require Southern States to take a charge to earnings and adversely impact its financial condition and results of
operations.

Southern States maintains an allowance for estimated loan losses that Southern States believes is adequate to absorb
any probable losses in its loan portfolio. Management determines the amount of the allowance based upon an
analysis of general market conditions, the credit quality of Southern States’ loan portfolio and the performance of
Southern States’ customers relative to their financial obligations with Southern States. Southern States periodically
evaluates the loan portfolio and assigns risk grading to its loans, which can result in changes in the allowance for
loan losses. The amount of future losses is affected by changes in economic, operating, and other conditions,
including changes in interest rates, which may be beyond Southern States’ control, and such losses may exceed the
allowance for loan losses. Although Southern States believes that its allowance for estimated loan losses is adequate
to absorb probable losses on existing loans that may become uncollectible, there can be no assurance that the
allowance will prove sufficient to cover actual loan losses in the future. If actual losses exceed the allowance, the
excess losses could adversely affect Southern States’ net income and capital. Such excess could also lead to larger
allowances for loan losses in future periods, which could in turn adversely affect net income and capital in those
periods. If economic conditions differ substantially from the assumptions used in the estimate, or if the performance
of Southern States’ loan portfolio deteriorates, future losses may occur, and increases in the allowance may be
necessary, either of which would have a negative effect on Southern States’ financial condition and results of
operations.

Additionally, federal banking regulators, as part of their supervisory function, periodically review the adequacy of
Southern States’ allowance for estimated loan losses. These agencies may require Southern States to establish
additional allowances based on their judgment of the information available at the time of their examinations. If these
regulatory agencies require Southern States to increase the allowance for estimated loan losses, it would have a
negative effect on Southern States’ financial condition and results of operations.

Finally, the measure of our allowance for loan losses is subject to new accounting standards. FASB adopted a new
accounting standard that was effective for us on January 1, 2023. This new standard, referred to as CECL, requires
financial institutions to determine periodic estimates of lifetime expected credit losses on loans and recognize the
expected credit losses as allowances for credit losses. This changes our historical method of providing allowances
for loan losses that are probable, which could require us to increase our allowance for credit losses going forward.
CECL also greatly increases the types of data we need to collect and review to determine the appropriate level of the
allowance for credit losses. The CECL model could create more volatility in the level of our allowance for credit
losses going forward.

Any branch expansion into new markets might not be successful.

As part of Southern States’ ongoing strategic plan, Southern States may consider expansion into adjacent markets.
Such expansion might take the form of the establishment of de novo branches or the acquisition of existing banks or
bank branches. There are considerable costs associated with opening new branches, and new branches generally do
not generate sufficient revenues to offset costs until they have been in operation for some time. There are substantial
risks associated with opening or acquiring branches, including risks that

» revenues from such activities might not be sufficient to offset the development, compliance, and other
implementation costs;

* branch acquisitions permit the existing customers to move their deposit and loan relationships and such runoff
may adversely affect the expected benefits of such expansion;
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« competing products and services and shifting market preferences might affect the profitability of such activities;

» integration costs and time and loss of branch personnel may make branch acquisitions more costly and less
profitable than expected; and

* Southern States’ internal controls might be inadequate to manage the risks associated with new activities.

Furthermore, it is possible that Southern States’ unfamiliarity with new markets or lines of business might adversely
affect the success of such actions. If any such expansions into new geographic or product markets are not successful,
there could be an adverse effect on Southern States’ financial condition and results of operations.

Acquisitions may disrupt Southern States’ business and dilute stockholder value, and integrating acquired
companies may be more difficult, costly, or time-consuming than Southern States expects.

Southern States’ business strategy focuses on organic growth, including new hires and facilities, and growth through
acquisitions of financial institutions. The market for acquisitions may be limited, and we may face increased
difficulties pursuing growth through acquisitions. Southern States’ pursuit of acquisitions may disrupt Southern
States’ business, and common stock that Southern States issues as merger consideration may dilute the book value or
market value of our common stock, especially since an acquisition frequently involves the payment of a premium
over book and market values. In addition, Southern States may fail to realize some or all of the anticipated benefits
of completed acquisitions.

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

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

* using inaccurate estimates and judgments to evaluate credit, operations, management, and market risks with
respect to the target company or the assets and liabilities that Southern States seeks to acquire;

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

* intense competition from other banking organizations and other potential acquirers, many of which have
substantially greater resources than Southern States has;

* potential exposure to unknown or contingent liabilities of banks and businesses Southern States acquires,
including, without limitation, liabilities for regulatory and compliance issues;

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

* incurring time and expense required to integrate the operations and personnel of the combined businesses;

* inconsistencies in standards, procedures, and policies that would adversely affect Southern States’ ability to
maintain relationships with customers and employees;

» experiencing higher operating expenses relative to operating income from the new operations, creating an
adverse short-term effect on Southern States’ results of operations;

* losing key employees and customers;

 the costs, time and risk of converting financial and customer data;

* integration of acquired customers into financial and customer product systems;

» potential changes in banking or tax laws or regulations that may affect the target company; or

 risks of marking assets and liabilities to current market values, and possible future impairment of goodwill and
other intangibles resulting from acquisitions.

If difficulties arise with respect to the integration process, the economic benefits expected to result from acquisitions
might not occur. As with any merger of financial institutions, there also may be business disruptions that cause
Southern States to lose customers or cause customers to move their business to other financial institutions. Failure to
successfully integrate businesses that Southern States acquires could have an adverse effect on its profitability,
return on equity, return on assets, or its ability to implement its strategy, any of which in turn could have a material
adverse effect on its business, financial condition, and results of operation.

Southern States’ financial performance will be negatively impacted if Southern States is unable to execute its
growth strategy.

Southern States’ current growth strategy is to grow organically, including through new hires and facilities,
supplemented with select acquisitions. Southern States’ ability to grow organically depends primarily on generating
loans and deposits of acceptable risk and expense, and Southern States may not be successful in continuing this
organic growth. Southern States’ ability to identify appropriate markets for expansion, recruit and retain qualified
personnel, and fund growth at a reasonable cost depends upon prevailing economic conditions, maintenance of
sufficient capital, competitive factors, and changes in banking laws, among other factors. Conversely, if Southern
States grows too quickly and is unable to control costs and maintain asset quality, such growth, whether organic or
through select acquisitions, could materially and adversely affect its financial condition and results of operations.
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If we are unable to execute on the acquisition of suitable banks for any reason, including changes in the market that
make acquisitions less attractive, more costly, or more risky, our future growth plans, and our financial performance,
could be impaired.

Southern States’ liquidity needs might adversely affect Southern States’ financial condition and results of
operations.

The primary sources of liquidity for Southern States Bank are customer deposits, loan repayments and the sale or
maturity of investment securities. Loan repayments are subject to credit risks. In addition, deposit levels may be
affected by a number of factors, including interest rates paid by competitors, general interest rate levels, returns
available to customers on alternative investments, and general economic conditions. If market interest rates rise or
our competitors raise the rates they pay on deposits, our funding costs may increase, either because we raise our
rates to avoid losing deposits or because we lose deposits and must rely on more expensive sources of funding.
Higher funding costs could reduce our net interest margin and net interest income and could have a material adverse
effect on our business, financial condition, results of operations and cash flows from operations.

Therefore, Southern States Bank may be required to rely from time to time on secondary sources of liquidity to meet
withdrawal demands or otherwise fund operations or support growth. Southern States Bank has lines of credit in
place with the Federal Home Loan Bank of Atlanta and correspondent banks that Southern States believes are
adequate to meet the Bank’s liquidity needs. However, there can be no assurance that these arrangements will be
sufficient to meet future liquidity needs, particularly if loan demand grows faster than anticipated.

The Company is a separate and distinct entity from the Bank, and depends on the issuance of capital stock and
borrowings, which could include subordinated debt, as well as dividends from the Bank, for liquidity.

Southern States may not be able to adequately measure and limit the credit risks associated with its loan portfolio,
which could adversely affect its profitability.

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

For a variety of reasons, customers may, from time to time, be unable to meet their loan obligations to us. Loan
modifications and payment deferrals provide our borrowers with temporary relief, but such relief may be
insufficient. In addition to loan deferrals and modifications, we are participating in certain government programs
designed to bolster the economy during the pandemic, such as the PPP, which is intended to fund borrowers’
payrolls and certain operating expenses, not to support existing borrowers’ loans. Our customers’ participation in
other government programs also may stabilize their cash flows during a short to medium term pandemic, but may
not prevent significant loan delinquencies and losses. In addition, we have loans that are not covered or supported by
any government guarantees or program. Thus, we could experience various impairments of such loans, including a
delay in payments of principal and interest, and borrowers may be unable to meet their loan payments timely. In the
event we are forced to foreclose upon collateral securing our loans, we may be unable to sell such collateral timely at
reasonable prices. All of the foregoing could have adverse consequences on our business, results of operations and
financial condition.

As a community banking institution, Southern States has smaller lending limits and different lending risks than
certain of its larger, more diversified competitors.

Southern States is a community banking institution that provides banking services to the local communities in the
market areas in which it operates. Southern States’ ability to diversify economic risks is limited by Southern States’
local markets and economies. Southern States lends primarily to individuals and small to medium-sized businesses,
which may expose Southern States to greater lending risks than those of banks that lend to larger, better-capitalized
businesses with longer operating histories. These small to medium-sized businesses and entrepreneurs may have
fewer financial resources in terms of capital or borrowing capacity, and less developed internal controls and
financial reporting than larger entities. If economic conditions negatively impact our markets generally, and small to
medium-sized businesses are adversely affected, Southern States’ financial condition and results of operations may
be negatively affected. In addition, Southern States’ legally mandated lending limits are lower than those of certain
of Southern States’ competitors that have more capital than Southern States has. These lower lending limits may
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discourage borrowers with lending needs that exceed Southern States’ limits from doing business with Southern
States.

Our business success and growth depends significantly on key management personnel and our ability to attract
and retain key people.

Southern States depends heavily upon its senior management team. Our success and growth depends, in large part,
on our ability to attract and retain key people with customer relationships. We compete with other financial services
companies for people primarily on the basis of compensation and benefits, support services and financial position.
Intense competition exists for key employees with demonstrated ability, and we may be unable to hire or retain such
employees. We may also be impacted by general labor market constraints. The loss of the services of a member of
Southern States’ senior management team, or an inability to attract other experienced banking personnel, could
adversely affect Southern States’ business. Some of these adverse effects could include the loss of personal contacts
with existing or potential customers, as well as the loss of special technical knowledge, experience, and skills of
such individuals who are responsible for Southern States’ operations.

Risks Related to Banking Regulation

Southern States is subject to extensive regulation in the conduct of its business, which imposes additional costs on
Southern States and adversely affects its profitability.

As a bank holding company, Southern States is subject to federal regulation under the Bank Holding Company Act
of 1956 and the examination and reporting requirements of the Federal Reserve. Southern States Bank is subject to
extensive supervision, regulation and examination by the FDIC and ASBD. Federal and state regulation of the
banking industry, along with tax and accounting laws, regulations, rules, and standards, may limit Southern States’
operations significantly and control the methods by which Southern States conducts business, as they limit those of
other banking organizations. Banking regulations are primarily intended to protect depositors, deposit insurance
funds, and the banking system as a whole, and not stockholders or other creditors. These regulations affect lending
practices, capital structure, capital levels, investment practices, dividend policy, and overall growth, among other
things. For example, federal and state consumer protection laws and regulations limit the manner in which Southern
States may offer and extend credit. In addition, the laws governing bankruptcy generally favor debtors, making it
more expensive and more difficult to collect from customers who become subject to bankruptcy proceedings.

Southern States also may be required to invest significant management attention and resources to evaluate and make
any changes necessary to comply with new or additional regulations that may be adopted by Congress or the
banking regulators. This allocation of resources, as well as any failure to comply with applicable requirements, may
negatively impact Southern States’ financial condition and results of operations.

Banking agencies periodically conduct examinations of Southern States’ business, including compliance with
laws and regulations, and Southern States’ failure to comply with any supervisory actions to which Southern
States becomes subject as a result of such examinations could materially and adversely affect Southern States.

Southern States and the Bank are subject to supervision and regulation by banking agencies that periodically conduct
examinations of their businesses, including compliance with laws and regulations. Southern States and any
nonbanking subsidiaries are subject to supervision and periodic examination by the Federal Reserve. The Bank is
subject to supervision and periodic examination by the FDIC and the ASBD. Accommodating such examinations
may require management to reallocate resources, which would otherwise be used in the day-to-day operation of
other aspects of Southern States’ business. If, as a result of an examination, any such banking agency was to
determine that the financial condition, capital resources, allowance for loan losses, asset quality, earnings prospects,
management, liquidity, or other aspects of Southern States’ operations had become unsatisfactory, or that Southern
States or its management were in violation of any law or regulation, such banking agency may take a number of
different remedial actions as it deems appropriate. These actions include the power to enjoin “unsafe or unsound”
practices, to require affirmative action to correct any conditions resulting from any violation or practice, to issue an
administrative order that can be judicially enforced, to direct an increase in Southern States’ capital, to restrict
Southern States’ growth, to timely transition away from LIBOR rates, to assess civil monetary penalties against
Southern States, its officers, or directors, to remove officers and directors, and, if it is concluded that such conditions
cannot be corrected or there is an imminent risk of loss to depositors, to terminate Southern States’ deposit
insurance. If Southern States becomes subject to any such a regulatory action, it could have a material adverse effect
on Southern States’ business, financial condition, and results of operations. See “Item 1. & 2. Business and
Properties—Supervision and Regulation.”

FDIC deposit insurance assessments may materially increase in the future, which would have an adverse effect
on earnings.

Southern States Bank is assessed a quarterly deposit insurance premium by the FDIC. The failure of banks
nationwide during the financial crisis significantly depleted the DIF and reduced the ratio of reserves to insured
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deposits. The FDIC adopted a DIF Restoration Plan, which required the DIF to attain a 1.35% reserve ratio by
September 30, 2020. This ratio was attained in the third quarter of 2018. FICO assessments by the FDIC ended
March 2019 and the Bank received small bank assessment credits from the FDIC aggregating $200,262 during the
last six months of 2019 and no amounts in 2020. The Bank also realized an offset to its FDIC 2020 assessments as a
result of its participation in the PPP. This offset for the period ended December 31, 2021 was $25,300. There was no
offset for the period ended December 31, 2022. Southern States Bank could be required to pay significantly higher
premiums or additional special assessments, if, among other things, future bank failures deplete the DIF. This would
adversely affect earnings, thereby reducing the availability of funds to pay dividends to Southern States.

Southern States and Southern States Bank are subject to capital requirements by regulators.

Applicable regulations require Southern States and Southern States Bank to maintain specific capital standards in
relation to the respective credit risks of their assets and off-balance sheet exposures. Various components of these
requirements are subject to qualitative judgments by regulators. Southern States Bank maintains a “well capitalized”
status under the current regulatory framework. Southern States Bank’s failure to maintain a “well capitalized” status
could affect customers’ confidence in Southern States Bank, which could adversely affect its ability to do business.
In addition, failure to maintain such status could also result in restrictions imposed by regulators on Southern States
Bank’s growth, brokered deposits and deposit rates, dividends, management compensation and other activities. Any
such effect on customers or restrictions by regulators could have a material adverse effect on Southern States’
financial condition and results of operations.

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

Federal law requires a bank holding company to act as a source of financial and managerial strength to its subsidiary
banks, and to commit resources to support such subsidiary banks. Under the “source of strength” doctrine, the
Federal Reserve may require a bank holding company to make capital injections into a troubled subsidiary bank and
may charge the bank holding company with engaging in unsafe and unsound practices for failure to commit
resources to a subsidiary bank. A capital injection may be required at times when Southern States may not have the
resources to provide it and therefore may be required to borrow the funds or raise capital, even if a further
investment was not otherwise warranted.

Southern States may need to raise additional capital in the future, including as a result of potential increased
minimum capital thresholds established by regulators, but that capital may not be available when it is needed or
may be dilutive to stockholders.

Southern States is required by federal and state regulatory authorities to meet regulatory capital requirements.
Institutions that seek acquisitions such as Southern States are expected to maintain capital substantially above
regulatory minimums. Recent regulations implementing minimum capital standards require financial institutions to
maintain higher minimum capital ratios and place a greater emphasis on common equity and tangible common
equity as a component of “Tier 1 capital,” which consists generally of stockholders’ equity and qualifying preferred
stock, less certain goodwill items and other intangible assets. In order to support Southern States’ operations and
comply with regulatory standards, Southern States may need to raise capital in the future. Southern States’ ability to
raise additional capital will depend on conditions in the capital markets at that time (which are outside of Southern
States’ control) on Southern States’ financial condition and performance. The capital and credit markets have
experienced significant volatility in recent years, and capital may not be available to Southern States or on
reasonable terms, when needed. In some cases, the markets have produced downward pressure on stock prices and
credit availability for certain issuers without regard to those issuers’ underlying financial strength. If Southern States
cannot raise additional capital when needed, its financial condition and results of operations may be adversely
affected, and its banking regulators may subject Southern States to regulatory enforcement action as outlined above.
Furthermore, Southern States’ issuance of additional shares of common stock could dilute the economic ownership
interest of Southern States’ stockholders.

The Company is an entity separate and distinct from the Bank.

The Company is an entity separate and distinct from the Bank. Company transactions with the Bank are limited by
Sections 23A and 23B of the Federal Reserve Act and Federal Reserve Regulation W. We depend upon the Bank’s
earnings and dividends, which are limited by law and regulatory policies and actions, for cash to pay the Company’s
debt and corporate obligations, and to pay dividends to our shareholders. If the Bank’s ability to pay dividends to the
Company was limited, the Company’s liquidity and financial condition could be materially and adversely affected.

Southern States’ ability to pay dividends is subject to restriction by various laws and regulations and other
factors.

As a bank holding company, Southern States is a separate entity from the Bank and has no material assets other than

its equity interest in the Bank. Thus, it has no independent means of generating revenue except for dividends from
the Bank and cash and securities it may hold. The Bank or its subsidiaries may be restricted from making
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distributions to Southern States under applicable law or regulation or under the terms of financing arrangements, or
may otherwise be unable to provide such funds.

Declarations of dividends is subject to the approval of our board of directors and subject to limits imposed on us by
our regulators. Any future constraints on liquidity at the holding company level could impair Southern States’ ability
to declare and pay dividends on Southern States’ common stock. In order to pay any dividends, we rely on dividends
from the Bank. Under Alabama law, state-chartered banks must maintain a capital surplus of at least 20% of its
capital, which the Bank currently exceeds. Moreover, our Bank is also required by Alabama law to obtain the prior
approval of the ASBD Superintendent for its payment of dividends if the total of all dividends declared by the Bank
in any calendar year will exceed the total of (1) the Bank’s net earnings (as defined by statute) for that year, plus (2)
its retained net earnings for the preceding two years, less any required transfers to surplus. In addition, the Bank
must maintain certain capital levels, which may restrict the ability of our Bank to pay dividends to us and our ability
to pay dividends to our stockholders. The federal banking agencies’ capital regulations applicable to Southern States
Bank require it to maintain the following capital ratios (when including the 2.5% capital conservation buffer which
is made up solely of common equity tier 1 capital) to avoid limits on capital distributions, including dividends: (i)
minimum ratio of common equity tier 1 capital to total risk-weighted assets of 7%, (ii) minimum ratio of tier 1
capital to total risk-weighted assets of 8.5%, and (iii) minimum ratio of total capital to risk-weighted assets of
10.5%. Please see “Item 1. & 2. Business and Properties—Supervision and Regulation—Capital Adequacy.” Also,
Southern States’ and Southern States Bank’s regulators have the authority to restrict dividends and payments on
subordinated notes on each entity, if they determine they are operating in an unsafe or unsound manner, including
inadequate capital.

At December 31, 2022, Southern States Bank could pay $52.0 million of dividends to Southern States without prior
approval of the Superintendent. However, the payment of dividends is also subject to declaration by our board of
directors, which takes into account our financial condition, earnings, general economic conditions and other factors,
including statutory and regulatory restrictions. There can be no assurance that dividends will in fact be paid on our
common stock in future periods or that, if paid, such dividends will not be reduced or eliminated. However, the
amount and frequency of cash dividends, if any, will be determined by our board of directors after consideration of a
number of factors, including, but not limited to: (1) our historical and projected financial condition, liquidity and
results of operations; (2) our capital levels and needs; (3) any acquisitions or potential acquisitions that we are
considering; (4) contractual, statutory and regulatory prohibitions and other limitations; (5) general economic
conditions; and (6) other factors deemed relevant by our board of directors. Our ability to pay dividends may also be
limited on account of our outstanding indebtedness, as we generally must make payments on our outstanding
indebtedness before any dividends can be paid on our common stock. Finally, because our primary asset is our
investment in the stock of the Bank, Southern States is dependent upon dividends from the Bank to pay our
operating expenses, satisfy our obligations and pay dividends on our common stock, and the Bank’s ability to pay
dividends on its common stock will substantially depend upon its earnings and financial condition, liquidity and
capital requirements, the general economic and regulatory climate and other factors deemed relevant by its board of
directors. Therefore, there can be no assurance that we will pay any dividends to holders of our common stock, or as
to the amount of any such dividends. See “Item 5. Market for Registrant's Common Equity, Related Stockholder
Matters, and Issuer Purchases of Equity Securities—Dividends and Dividend Policy” and “Item 1. & 2. Business
and Properties—Supervision and Regulation.”

Southern States operates in a highly competitive industry and faces significant competition from other financial
institutions and financial services providers, which may decrease its growth or profits.

Consumer and commercial banking are highly competitive industries. Southern States’ market areas contain not only
a large number of community and regional banks, but also a significant presence of the country’s largest commercial
banks. Southern States competes with other state and national financial institutions, as well as savings and loan
associations, savings banks, and credit unions, for deposits and loans. In addition, Southern States competes with
financial intermediaries, such as consumer finance companies, commercial finance companies, mortgage banking
companies, insurance companies, securities firms, mutual funds, and several government agencies, as well as major
retailers, all actively engaged in providing various types of loans and other financial services. Some of these
competitors may have a longer history of successful operations in Southern States’ market areas and greater ties to
local businesses and more expansive banking relationships, as well as more established depositor bases, fewer
regulatory constraints, and lower cost structures than Southern States has. Competitors with greater resources may
possess an advantage through their ability to maintain numerous banking locations in more convenient sites, to
conduct more extensive promotional and advertising campaigns, or to operate a more developed technology
platform. Due to their size, many competitors may offer a broader range of products and services, as well as better
pricing for certain products and services than Southern States can offer. For example, in the current rate
environment, there is an increase in competition for deposits. Further, increased competition among financial
services companies due to the recent consolidation of certain competing financial institutions may adversely affect
Southern States’ ability to market Southern States’ products and services. Technology has lowered barriers to entry
and made it possible for banks to compete in Southern States’ market areas without a retail footprint by offering
competitive rates, and for non-banks to offer products and services traditionally provided by banks. There has also
been an increasing trend of credit unions acquiring banks. Credit unions are tax-exempt entities, which provides an
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advantage when pricing loans and deposits. The acquisition of banks by credit unions may increase competition for
customers and acquisition targets.

The financial services industry could become even more competitive as a result of legislative, regulatory, and
technological changes and continued consolidation. Banks, securities firms, and insurance companies can merge
under the umbrella of a financial holding company, which can offer virtually any type of financial service, including
banking, securities underwriting, insurance (both agency and underwriting), and merchant banking.

Southern States’ ability to compete successfully depends on a number of factors, including:

* Southern States’ ability to develop, maintain, and build upon long-term customer relationships based on quality
service and high ethical standards;

* Southern States’ ability to attract and retain qualified employees to operate Southern States’ business effectively;

* Southern States’ ability to expand market position;

 the scope, relevance, and pricing of products and services that Southern States offers to meet customer needs and
demands;

» the rate at which Southern States introduces new products and services relative to its competitors;

» customer satisfaction with Southern States’ level of service; and

+ industry and general economic trends.

Failure to perform in any of these areas could significantly weaken Southern States’ competitive position, which
could adversely affect Southern States’ growth and profitability, which, in turn, could harm Southern States’
business, financial condition, and results of operations.

Southern States continually encounters technological change and may have fewer resources than its competitors
to continue to invest in technological improvements.

The banking and financial services industries are undergoing rapid technological changes, with frequent
introductions of new technology-driven products and services. In addition to enhancing the level of service provided
to customers, the effective use of technology increases efficiency and enables financial institutions to reduce costs.
Southern States’ future success will depend, in part, upon Southern States’ ability to address the needs of customers
by using technology to provide products and services that enhance customer convenience and create additional
efficiencies in operations. Many of Southern States’ competitors have greater resources to invest in technological
improvements, and Southern States may not be able to effectively implement new technology-driven products and
services, which could reduce its ability to effectively compete.

Risks Related to Our Common Stock
An active, liquid market for our common stock may not develop or be sustained.

We concluded an initial public offering of our common stock on August 12, 2021. Although our common stock is
listed on NASDAQ, an active, liquid trading market for our common stock may not develop or be sustained on a
long-range basis. A public trading market having the desired characteristics of depth, liquidity and orderliness
depends upon the presence in the marketplace and independent decisions of willing buyers and sellers of our
common stock, over which we have no control. Without an active, liquid trading market for our common stock,
stockholders may not be able to sell their shares at the volume, prices and times desired or sell their shares at all.
Moreover, the lack of an established market could have an adverse effect on the value of our common stock. An
inactive market may also impair our ability to raise capital by selling our common stock and may impair our ability
to expand our business through acquisitions, by using our common stock as consideration, should we elect to do so.

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

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

+ actual or anticipated fluctuations in our operating results, financial condition or asset quality;

» changes in economic or business conditions, such as inflation, labor shortages or supply chain issues;

» the effects of, and changes in, trade, monetary and fiscal policies, including the interest rate policies of the
Federal Reserve, or in laws or regulations affecting us;

» the public reaction to our press releases, our other public announcements and our filings with the SEC;

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

» the number of securities analysts covering us;
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* publication of research reports about us, our competitors, or the financial services industry generally, or
changes in, or failure to meet, securities analysts’ estimates of our financial and operating performance, or
lack of research reports by industry analysts or ceasing of coverage;

* changes in market valuations or earnings of companies that investors deem comparable to us;

* the trading volume of our common stock;

e future issuances of our common stock or other securities;

 future sales of our common stock by us or our directors, executive officers or principal stockholders;

» additions or departures of key personnel;

» perceptions in the marketplace regarding our competitors and us;

» changes or proposed changes in laws or regulations, or differing interpretations thereof affecting our business, or
enforcement of these laws or regulations;

* new technology used, or services offered by, competitors;

 additional investments from third parties;

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

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

» other news, announcements or disclosures (whether by us or others) related to us, our competitors, our core
market or the financial services industry; and

» geopolitical conditions such as wars, acts or threats of terrorism, pandemics, military conflicts, tariffs or trade
wars.

In particular, the realization of any of the risks described in “Risk Factors” section of this Annual Report on Form
10-K could have a material adverse effect on the market price of our common stock and cause the value of our
common stock to decline. The stock market and, in particular, the market for financial institution stocks have at
times experienced substantial fluctuations in recent years, which in many cases have been unrelated to the operating
performance and prospects of particular companies. In addition, significant fluctuations in the trading volume in our
common stock may cause significant price variations to occur. Increased market volatility could have an adverse
effect on the market price of our common stock, which could make it difficult to sell shares at the volume, prices
and times desired.

Future sales or the availability for sale of substantial amounts of our common stock in the public market could
adversely affect the prevailing market price of our common stock and could impair our ability to raise capital
through future sales of equity securities.

Future sales of a substantial number of shares of our common stock in the public market, or the perception that large
sales could occur, could cause the market price of our common stock to decline or limit our future ability to raise
capital through an offering of equity securities.

We may issue shares of our common stock or other securitie