PARAGON

FINANCIAL SOLUTIONS

November 4, 2024

Dear Fellow Shareholder:

We are pleased to report that our expansion plans continue to produce favorable results across
several of our business units. Due to outstanding loan growth and improving net interest margins,
net income for the third quarter of 2024 was $1.2 million, up 32% over the third quarter of 2023 and
up 3% over the second quarter of 2024. The return on assets was .65% while the return on equity
was 9.09%.

Balance Sheet

e Gross loans increased $58.8 million, or 34%, on an annualized basis during the third quarter
of 2024. This increase was a result of the strategic initiatives Paragon has been executing
over recent years. There was an increase in loan volumes in all of Paragon’s markets.

e Since December 31, 2023, total deposits have increased $39.6 million, or 8%, on an
annualized basis. Core deposits, which exclude brokered deposits, have increased $55.2
million, or 14%, on an annualized basis.

e As aresult of earnings and a decrease in the unrealized loss on the bank’s investment
securities, Paragon’s tangible book value per share increased from $12.08 on December 31,
2023, to $12.98 on September 30, 2024. The unrealized loss on the investment securities,
net of tax, has decreased $1.2 million during the first nine months of this year.

e Short-term borrowings are overnight borrowings from the Federal Home Loan Bank. These
borrowings are used to fund loan growth until deposits are raised. The balance on short-
term borrowings on September 30, 2024, was $27 million higher than on December 31,
2023, but these balances have been higher and lower during the year depending on the
need for funding.

Income Statement

e Total revenue for the third quarter of 2024 was a record $7.9 million. Through the first three
quarters of 2024, total revenue of $22.5 million was also a Paragon record.

e The netinterest margin for the third quarter of 2024 was 3.66%, down from 3.87% during the
second quarter. The second quarter net interest margin was positively impacted by the level
of temporary non-interest-bearing deposits. The net interest margin has increased during
four of the last five quarters. The rapid increase in the cost of deposits has moderated while
the rate on earning assets has continued to increase.

e During the third quarter, noninterest income increased 20% over the second quarter of
2024. Excluding the recognition of historical tax credit activity of $494 thousand during the
third quarter of 2023, noninterest income increased 55% over noninterest income during
the third quarter of 2023. This increase was a result of healthy increases in Small Business
Administration loan income, mortgage banking income, and fee income.




e Third quarter noninterest expense was 17% higher than third quarter 2023. Through the nine
months of 2024 noninterest expense was 19% higher than the first nine months of 2023.
These increases were the result of Paragon’s investments in both new team members and
banking centers. These investments are yielding exceptional growth that will lead to
improved profitability.

Asset Quality

e The ratio of nonperforming assets to total assets increased from .15% on June 30, 2024, to
.23% on September 30, 2024. This increase was primarily the result of downgrades to two
relationships. The ratio remains under the healthy bank ratio of 1.0%.

e The ratio of the allowance for loan losses to gross loans was 1.11% on September 30, 2024.
Excluding government-guaranteed loans, the ratio was 1.30%.

We are pleased to report that during the third quarter Paragon opened our Nashville area loan and
deposit production office at 830 Crescent Centre Drive, Suite 460, in the Cool Springs area of
Franklin, TN.

Thank you for your ownership and for your continued confidence in Paragon.

Respectfully,
N " ML e JIL
Robert S. Shaw, Jr. Lewis W. Perkins, Il

President and CEO Chief Financial Officer




