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In addition to the other information included in this Annual Report on Form 10- K, the following risk factors should be carefully
considered in connection with evaluating our business and any forward- looking statements contained herein. Our business,
financial condition, results of operations and cash flows could be harmed by any of the risk factors described below, or other
risks that have not been identified or which we believe are immaterial or unlikely. If one or more of these or other risks or
uncertainties materialize, or if our underlying assumptions prove to be incorrect, our business, financial condition, operating
results and cash flows could be materially adversely affected. RISKS RELATED TO OUR BUSINESSOur—--- BUSINESS Our
profitability depends significantly on local economic conditions. Our success depends primarily on the general economic
conditions of the primary markets in Virginia in which we operate and where our loans are concentrated. Unlike nationwide
banks that are more geographically diversified, the Company provides banking and financial services to customers primarily in
the Lynchburg metropolitan statistical area (“ MSA ). Lynchburg’ s MSA, which is often referred to as Region 2000, consists
of approximately 2, 122 square miles, and includes the City of Lynchburg and the Counties of Bedford, Campbell, Amherst and
Appomattox. To a lesser extent, our lending market includes the Roanoke, Charlottesville and Harrisonburg MSAs. Our
branches in localities outside of Region 2000 have a short operating history. As of December 2623-2024 , the Lynchburg MSA
had an unemployment rate (not seasonally adjusted) of 3=-2 . 9 %, as compared to a statewide average unemployment rate of 3. 0
%. The local economic conditions in these areas have a significant impact on the Company’ s commercial and industrial, real
estate and construction loans, the ability of its borrowers to repay their loans and the value of the collateral securing these loans.
In addition, if the population or income growth in the Company’ s market areas is slower than projected, income levels, deposits
and housing starts could be adversely affected and could result in a reduction of the Company”’ s expansion, growth and
profitability. If the Company’ s market areas experience a downturn or a recession for a prolonged period of time, the Company
could experience significant increases in nonperforming loans, which could lead to operating losses, impaired liquidity and
eroding capital. A significant decline in general economic conditions, caused by inflation, recession, pandemics, acts of
terrorism, outbreaks of hostilities or other international or domestic calamities, unemployment, monetary and fiscal policies of
the federal government or other factors could impact these local economic conditions and could negatively affect the Company’
s financial condition, results of operations and cash flows. The Company’ s business, financial condition, liquidity and results of
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significant portion of our loan portfollo is secured by real estate, and events that negatively 11npact the real estate market could
hurt our business. A substantial majority of our loans have real estate as a primary or secondary component of collateral. The
real estate collateral in each case provides an alternate source of repayment in the event of default by the borrower and may
deteriorate in value during the time the credit is extended. Because most of our loans are concentrated in the Region 2000 area
in and surrounding the City of Lynchburg, a decline in local economic conditions may have a greater effect on our earnings and
capital than on the earnings and capital of larger financial institutions whose real estate loan portfolios are more geographically
diverse. A weakening of the real estate market in our primary market areas could result in an increase in the number of
borrowers who default on their loans and a reduction in the value of the collateral securing their loans, which in turn could have
an adverse effect on our profitability and asset quality. If we are required to liquidate the collateral securing a loan to satisfy the
debt during a period of reduced real estate values, our earnings and capital could be adversely affected. Additionally, acts of
nature, including hurricanes, tornados, earthquakes, fires and floods, which may cause uninsured damage and other loss of value
to real estate that secures these loans, may also negatively impact our financial condition. -Our loan portfolio contains a number
of real estate loans with relatively large balances. A significant portion of our total loan portfolio contains real estate loans with
balances in excess of $ 1, 000, 000. The deterioration of one or a few of these loans could cause a significant increase in
nonperforming loans, which could result in a net loss of earnings, an increase in the provision for credit losses and an increase in
loan charge- offs, all of which could have a material adverse effect on our financial condition and results of operations.
Commercial real estate loans increase our exposure to credit risk. A majority of our loan portfolio is secured by commercial real
estate. Loans secured by commercial real estate are generally viewed as having more risk of default than loans secured by
residential real estate or consumer loans because repayment of the loans often depends on the successful operation of the
property, the income stream of the borrowers, the accuracy of the estimate of the property’ s value at completion of construction
and the estimated cost of construction. An adverse development with respect to one lending relationship can expose us to a
significantly greater risk of loss as compared with a single- family residential mortgage loan because we typically have more



than one loan with such borrowers. Additionally, these loans typically involve larger loan balances to single borrowers or
groups of related borrowers compared with single- family residential mortgage loans. Therefore, the deterioration of one or a
few of these loans could cause a significant decline in the related asset quality. These loans represent higher risk and could
result in a sharp increase in loans charged- off and could require us to significantly increase our allowance for credit losses,
which could have a material adverse impact on our business, financial condition, results of operations and cash flows. A
percentage of the loans in our portfolio currently include exceptions to our loan policies and supervisory guidelines. All of the
loans that we make are subject to written loan policies adopted by our board of directors and to supervisory guidelines imposed
by our regulators. Our loan policies are designed to reduce the risks associated with the loans that we make by requiring our
loan officers to take certain steps that vary depending on the type and amount of the loan, prior to closing a loan. These steps
include, among other things, making sure the proper liens are documented and perfected on property securing a loan, and
requiring proof of adequate insurance coverage on property securing loans. Loans that do not fully comply with our loan
policies are known as “ exceptions. ” We categorize exceptions as policy exceptions, financial statement exceptions and
document exceptions. As a result of these exceptions, such loans may have a higher risk of loan loss than the other loans in our
portfolio that fully comply with our loan policies. In addition, we may be subject to regulatory action by federal or state banking
authorities if they believe the number of exceptions in our loan portfolio represents an unsafe banking practice. As a community
bank, we have different lending risks than larger banks. We provide services to individuals and small to medium- sized
businesses in our local markets who may have fewer financial resources to weather a downturn in the economy. Our ability to
diversify our economic risks is limited by our own local markets and economies. We lend primarily to small to medium- sized
businesses, professionals and individuals, which may expose us to greater lending risks than those of banks lending to larger,
better- capitalized businesses with longer operating histories. For instance, small to medium- sized businesses frequently have
smaller market share than their competition, may be more vulnerable to economic downturns, have fewer financial resources in
terms of capital or borrowing capacity than larger entities, often need substantial additional capital to expand or compete and
may experience significant volatility in operating results. Any one or more of these factors may impair the borrower’ s ability to
repay a loan. In addition, the success of a small to medium- sized business often depends on the management talents and efforts
of one or two persons or a small group of persons, and the death, disability or resignation of one or more of these persons could
have a material adverse impact on the business and its ability to repay a loan. Economic downturns and other events that
negatively impact the Company’ s market areas could cause the Company to incur substantial credit losses that could negatively
affect the Company’ s results of operations and financial condition. We depend on the accuracy and completeness of
information about clients and counterparties, and our financial condition could be adversely affected if we rely on misleading
information. In deciding whether to extend credit or to enter into other transactions with clients and counterparties, we may rely
on information furnished to us by or on behalf of clients and counterparties, including financial statements and other financial
information, which we do not independently verify as a matter of course. We also may rely on representations of clients and
counterparties as to the accuracy and completeness of that information and, with respect to financial statements, on reports of
independent auditors. For example, in deciding whether to extend credit to customers, we may assume that a customer’ s audited
financial statements conform with U. S. Generally Accepted Accounting Principles (“ GAAP ) and present fairly, in all material
respects, the financial condition, results of operations and cash flows of the customer. Our financial condition and results of
operations could be negatively impacted to the extent we rely on financial statements that do not comply with GAAP or are
materially misleading. If we suffer credit losses from a decline in credit quality, our earnings will decrease. We could sustain
losses if borrowers, guarantors or related parties fail to perform in accordance with the terms of their loans. We have adopted
underwriting and credit monitoring procedures and policies, including the establishment and review of the allowance for credit
losses, that we believe are appropriate to minimize this risk by assessing the likelihood of nonperformance, tracking loan
performance and diversifying our credit portfolio. These policies and procedures, however, may not prevent unexpected losses
that could materially adversely affect our results of operations. These policies and procedures necessarily rely on our making
various assumptions and judgments about the collectability of our loan portfolio, including the creditworthiness of our
borrowers and the value of the real estate and other assets serving as collateral for the repayment of many of our loans. In
determining the amount of the allowance for credit losses, we review our loans and our loss and delinquency experience, and we
evaluate economic conditions. If our assumptions are incorrect, our allowance for credit losses may not be sufficient to cover
probable incurred losses in our loan portfolio, resulting in additions to our allowance. Any future additions to our allowance
could materially decrease our net income. In addition, the Federal Reserve Bank of Richmond and the Virginia Bureau of
Financial Institutions (the “ BFI ) periodically review our allowance for credit losses and may require us to increase our
provision for credit losses or recognize further loan charge- offs. Any increase in our allowance for credit losses or loan charge-
offs as required by regulatory authorities might have a material adverse effect on our financial condition and results of
operations. Our allowance may not be adequate to cover actual credit losses. A significant source of risk arises from the
possibility that we could sustain losses due to loan defaults and nonperformance on loans. We maintain an allowance for credit
losses in accordance with GAAP to provide for such defaults and other nonperformance. As of December 31, 2623-2024 , our
allowance as a percentage of total loans was 1. 22 % and our allowance as a percentage of nonperforming loans was 1, 895 %.
The determination of the appropriate level of allowance is an inherently difficult process and is based on numerous assumptions.
The amount of future losses is susceptible to changes in economic, operating and other conditions, including changes in interest
rates, many of which are beyond our control. In addition, our underwriting policies, adherence to credit monitoring processes
and risk management systems and controls may not prevent unexpected losses. Our allowance may not be adequate to cover
actual credit losses. Moreover any 1ncrease in our allowance erl adversely affect our earnlngs by decreasing our net income.
We adopted tnJune 6 d aecotting sta y 43 the Current Expected Credlt
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eredittosses—We-adepted-the-standard on January 1, 2023. Prior to CECL, our allowance for credit losses generally considered
only past events and current conditions. The CECL methodology requires a forward- looking methodology that reflects the
expected credit losses over the lives of financial assets, starting when such assets are first originated or acquired. The CECL
standard requires us to record, at the time of origination, the credit losses expected throughout the life of our loans, as opposed
to the eurrent-practiee-of reeording-previous incurred- loss method, which recorded losses only when it +s-was probable that a
loss event has-had already occurred. CECL requires-necessitates advanced modeling techniques, heawy-significant reliance on
assumptions, and dependenee-etrhistorical data that may not always accurately forecast future losses. Implementatlon of
CECL can result in greater volatility in thedevelofthe allowance for credit losses, depend-mg—eﬂ—mﬂuenced by various factors
and assumptions applied-in the-our modet-modeling process , such as the-forecasted economic conditions trthe-foreseeable
future-and loan paymentrepayment behaviors— behavior . Any-inerease-Increases in the-our allowance for credit losses yor
additional cxpenses incurred to determine the appropriatetevelofthe-allowance fer-eredittosses;can have-an-adverse
adversely effeet-affect on-our financial condition and operating results efeperations-. -The markets for our deposit and lending
products and services are highly competitive, and we face substantial competition. The banking and financial services industry is
highly competitive. We compete as a financial intermediary with other commercial banks, savings banks, credit unions, finance
companies, mutual funds, insurance companies and brokerage and investment banking firms soliciting business from residents
of and businesses located in the Virginia localities where the Bank has a presence, surrounding areas and elsewhere. Many of
these competing institutions have nationwide or regional operations and have greater resources than we have. We also face
competition from local community institutions. Many of our competitors enjoy competitive advantages, including greater name
recognition, financial resources, a wider geographic presence or more accessible branch office locations, the ability to offer
additional services, greater marketing resources, more favorable pricing alternatives for loans and deposits and lower origination
and operating costs. We are also subject to lower lending limits than our larger competitors. Our profitability depends upon our
continued ability to successfully compete in our market areas. Increased deposit competition could increase our cost of funds and
could adversely affect our ability to generate the funds necessary for our lending operations. If we must raise interest rates paid
on deposits or lower interest rates charged on our loans, our net interest margin and profitability could be adversely affected.
Competition could result in a decrease in loans we originate and could negatively affect our ability to grow and our results of
operations. Technology has lowered barriers to entry and made it possible for non- banks to offer products and services
traditionally provided by banks, such as automatic transfer and automatic payment systems. Many of our competitors have fewer
regulatory constraints and may have lower cost structures. Additionally, due to their size, many competitors may be able to
achieve economies of scale and, as a result, may offer a broader range of products and services as well as better pricing for those
products and services. We have increased and plan to continue to increase our levels of commercial and industrial loans. We may
not be successful in continuing to penetrate this market segment, which has helped to drive some of our recent earnings. A
significant percentage of our loans are commercial and industrial loans. Although our portfolio of commercial and industrial
loans has decreased during the past year, that category has generally increased over the past several years and we continue to
focus on commercial and industrial loans. While we intend to originate these types of loans in a manner that is consistent with
safety and soundness, these non- residential loans generally expose us to greater risk of loss than one- to four- family residential
mortgage loans, as repayment of such commercial and industrial loans generally depends, in large part, on the borrower’ s
business to cover operating expenses and debt service. In addition, these types of loans typically involve larger loan balances to
single borrowers or groups of related borrowers, as compared to one- to four- family residential mortgage loans. Changes in
economic conditions that are beyond our or the borrower’ s control could adversely affect the value of the security for the loan,
including the future cash flow of the affected business. As we increase our portfolio of these loans, we may experience higher
levels of non- performing assets or credit losses, or both. Our efforts to increase our levels of commercial and industrial loans
may be impacted by increased interest rates, recession, or other adverse economic conditions. Our plans for future expansion
depend, in some instances, on factors beyond our control, and an unsuccessful attempt to achieve growth could have a material
adverse effect on our business, financial condition, results of operations and future prospects. We expect to continue to engage in
new branch expansion in the future. We may also seek to acquire other financial institutions, or parts of those institutions,
though we have no present plans in that regard. Expansion involves a number of risks, including, without limitation: (2] the time
and costs of evaluating new markets, hiring experienced local management and opening new offices; (2] the time lags between
these activities and the generation of sufficient assets and deposits to support the costs of the expansion; (2] our entrance into
new markets where we lack experience; (2] the introduction of new products and services with which we have no prior
experience into our business; (2] failure to culturally integrate an acquisition target or new branches or failing to identify and
select the optimal candidate for integration or expansion; and (2] failure to identify and retain experienced key management
members with local expertise and relationships in new markets. We may acquire and hold other real estate owned (OREO)
properties, which could lead to increased operating expenses and vulnerability to declines in the market value of real estate in
our areas of operations. From time- to- time, we foreclose upon and take title to the real estate serving as collateral for our loans
as part of our business. If our OREO balance increases, management expects that our earnings will be negatively affected by
various expenses associated with OREO, including personnel costs, insurance and taxes, completion and repair costs, valuation
adjustments and other expenses associated with property ownership. Also, at the time that we foreclose upon a loan and take
possession of a property, we estimate the value of that property using third- party appraisals and opinions and internal
judgments. OREO property is valued on our books at the estimated market value of the property, less the estimated costs to sell
(or “ fair value ). Upon foreclosure, a charge- off to the allowance for credit losses is recorded for any excess between the
value of the asset on our books over its fair value. Thereafter, we periodically reassess our judgment of fair value based on
updated appraisals or other factors, including, at times, at the request of our regulators. Any declines in our estimate of fair value
for OREO will result in valuation adjustments, with a corresponding expense in our consolidated statements of income that is



recorded under the line item for “ Other real estate expenses. ”” As a result, our results of operations are vulnerable to declines in
the market for residential and commercial real estate in the areas in which we operate. The expenses associated with OREO and
property write downs could have a material adverse effect on our results of operations and financial condition. Any increase in
non- accrual loans may lead to increases in our OREO balance in the future. Additional growth and regulatory requirements may
require us to raise additional capital in the future, and capital may not be available when it is needed or may have unfavorable
terms, which could adversely affect our financial condition and results of operations. We are required by federal and state
regulatory authorities to maintain adequate levels of capital to support our operations. While the boards of the Company and the
Bank intend to take steps to ensure that the capital plan aligns with the Bank’ s strategic plan, that all material risks to the Bank
are identified and measured and that capital limits are appropriate for the institution’ s risk profile, failure to successfully
implement such steps could have a material adverse effect on our financial condition and results of operations. We may at some
point need to raise additional capital to support any future significant growth. Our ability to raise additional capital, if needed,
will depend on conditions in the capital markets at that time, which are outside of our control, and on our financial performance.
Accordingly, we can make no assurances of our ability to raise additional capital, if needed, on terms acceptable to us. If we
cannot raise additional capital when needed, our ability to further expand our operations could be materially impaired. Our
corporate culture has contributed to our success, and if we cannot maintain this culture as we grow, we could lose the teamwork
and increased productivity fostered by our culture, which could harm our business. We believe that a critical contributor to our
success has been our corporate culture, which we believe fosters teamwork and increased productivity. As our organization
grows and we are required to implement more complex organizational management structures, we may find it increasingly
difficult to maintain the beneficial aspects of our corporate culture. This could negatively impact our future success. If we fail to
retain our key employees, our growth and profitability could be adversely affected. Our success is, and is expected to remain,
highly dependent on our executive management team. We are especially dependent on these executives as well as other key
personnel because, as a community bank, we depend on our management team’ s ties to the community to generate business for
us, and our executives have key expertise needed to implement our business strategy. Our executive management and other key
personnel have not signed non- competition covenants. Competition for personnel is intense, and we may not be successful in
attracting or retaining qualified personnel. Our failure to compete for these personnel, or the loss of the services of several of
such key personnel, could adversely affect our growth strategy and seriously harm our business, results of operations and
financial condition. Severe weather, natural disasters, acts of war or terrorism or other adverse external events could
significantly impact our business. Severe weather, natural disasters, acts of war or terrorism or other adverse external events
could have a significant impact on our ability to conduct business. In addition, such events could affect the stability of our
deposit base, impair the ability of borrowers to repay outstanding loans, impair the value of collateral securing loans, cause
significant property damage, result in loss of revenue or cause us to incur additional expenses. The occurrence of any of these
events in the future could have a material adverse effect on our business, financial condition, results of operations and growth
prospects. As a community bank, our ability to maintain our reputation is critical to the success of our business, and our failure
to do so may materially adversely affect our performance. As a community bank, our reputation is one of the most valuable
components of our business. As such, we strive to conduct our business in a manner that enhances our reputation. This is done,
in part, by recruiting, hiring and retaining employees who share our core values of being an integral part of the communities we
serve, delivering superior service to our customers and caring about our customers and associates. Negative publicity can result
from our actual or alleged conduct in any number of activities, including lending practices, corporate governance, acquisitions
and actions taken or threatened by government regulators and community organizations in response to those activities. If our
reputation is negatively affected by the actions of our employees or otherwise, there may be an adverse effect on our ability to
keep and attract customers, and we might be exposed to litigation and regulatory action. Any of such events could harm our
business, and, therefore, our operating results may be materially adversely affected. As a financial services company with a high
profile in our market area, we are inherently exposed to this risk. While we take steps to minimize reputation risk in dealing with
customers and other constituencies, we will continue to face additional challenges maintaining our reputation with respect to
customers of the Bank in our current primary market area in Region 2000 and in establishing our reputation in new market areas.
Our decisions regarding how we manage our credit exposure may materially and adversely affect our business. We manage our
credit exposure through careful monitoring of lending relationships and loan concentrations in particular industries, and through
loan approval and review procedures. The adequacy of our allowance for credit losses is crucial in monitoring credit exposure.
While our board and senior management are continuing to improve the Bank’ s risk management framework and align the Bank’
s risk philosophy with its capital and strategic plans, failure to continue to improve such risk management framework could have
a material adverse effect on our financial condition and results of operations. We can make no assurances that our credit loss
reserves will be sufficient to absorb future credit losses or prevent a material adverse effect on our business, financial condition
or results of operations. Our profitability is vulnerable to interest rate fluctuations and changes in monetary policies. Our
profitability depends substantially upon our net interest income. Net interest income is the difference between the interest earned
on interest- earning assets, such as loans and investment securities, and the interest expense paid on interest- bearing liabilities,
such as NOW accounts, savings accounts, time deposits and other borrowings. Market interest rates for loans, investments and
deposits are highly sensitive to many factors beyond our control. Previously interest rate spreads had a sustained period of
narrowness due to many factors, such as market conditions, policies of various government and regulatory authorities and
competitive pricing pressures, and we cannot predict whether these rate spreads will narrow again. This narrowing of interest
rate spreads could adversely affect our financial condition and results of operations. In addition, we cannot predict whether
interest rates will continue to remain at present levels. Changes in interest rates may cause significant changes, up or down, in
our net interest income. Depending on our portfolio of loans and investments, our results of operations may be adversely
affected by changes in interest rates. Our financial condition and results of operations are affected by credit policies of monetary



authorities, particularly the Federal Reserve Board. Actions by monetary and fiscal authorities, including the Federal Reserve
Board, could have an adverse effect on our deposit levels, loan demand or business and earnings. Inflation can have an adverse
impact on our customers and their ability to repay. Inflation risk is the risk that the value of assets or income from investments
will be worth less in the future as inflation decreases the value of money. Reeently-Beginning in 2021 , there was has-beerra
pronounced rise in inflation and the Federal Reserve kasraised certain benchmark interest rates in an effort to combat this trend.
Our customers may also be affected by inflation and the rising costs of goods and services used in their households and
businesses, which could have a negative impact on their ability to repay their loans with us. A failure in or breach of our
operational or security systems or infrastructure, or those of our third party vendors and other service providers, including as a
result of cyber- attacks, could disrupt our business, result in the disclosure or misuse of confidential or proprietary information,
damage our reputation, increase our costs and cause losses. We rely heavily on communications and information systems to
conduct our business. Any failure, interruption or breach in security of these systems could result in failures or disruptions in
our customer- relationship management, general ledger, deposit, loan and other systems. While we have policies and procedures
designed to prevent or limit the effect of the failure, interruption or security breach of our information systems, there can be no
assurance that any such failures, interruptions or security breaches will not occur; or, if they do occur, that they will be
adequately addressed. The occurrence of any failures, interruptions or security breaches of our information systems could
disrupt our business, increase our costs, result in the disclosure of confidential client information, damage our reputation, result
in a loss of customer business, subject us to additional regulatory scrutiny or expose us to civil litigation and possible financial
liability; any of which could have a material adverse effect on our financial condition and results of operations. Our computer
systems, software and networks have been and will continue to be vulnerable to unauthorized access, loss or destruction of data
(including confidential client information), account takeovers, unavailability of service, computer viruses or other malicious
code, cyber- attacks and other events. These threats may derive from human error, fraud or malice on the part of employees or
third parties, or may result from accidental technological failure. Information security risks for financial institutions such as ours
have generally increased in recent years in part because of the proliferation of new technologies, the use of the Internet and
digital technologies to conduct financial transactions, and the increased sophistication and activities of organized crime, hackers,
terrorists, activists and other external parties. Some of our operations rely on the secure processing, transmission and storage of
confidential information in our computer systems and networks. Our business relies on our digital technologies, computer and
email systems, software and networks to conduct its operations. In addition, to access our products and services, our customers
may use personal smartphones, tablets, personal computers and other mobile devices that are beyond our control systems.
Although we have information security procedures and controls in place, our technologies, systems, networks and our
customers’ devices may become the target of cyber- attacks or information security breaches that could result in the
unauthorized release, gathering, monitoring, misuse, loss or destruction of our or our customers’ confidential, proprietary and
other information, or otherwise disrupt our or our customers’ or other third parties’ business operations. Although we maintain
safeguards to protect against these risks, we have suffered losses in the past and there can be no assurance that we will not suffer
losses in the future that may be material in amount or nature. Emerging Technological ThreatsThe pace of technological
innovation introduces new challenges that can undermine our existing safeguards and business models. For instance,
advancements in quantum computing could compromise traditional encryption methods, leaving sensitive financial data
and transactions exposed. Similarly, the increasing use of artificial intelligence and machine learning by malicious actors
enables more sophisticated cyberattacks, such as highly targeted phishing, deepfake fraud, or automated account
takeovers. As these threats evolve, our existing defenses may become inadequate, and the cost and complexity of
upgrading our systems and processes could materially affect our operations and financial performance. In addition, the
rapid emergence of decentralized finance (DeFi) platforms and blockchain technologies could disrupt traditional
banking services, reducing our market share and fee income if we fail to adapt. The proliferation of new payment
technologies and digital currencies may also introduce new security vulnerabilities, regulatory uncertainty, and
competitive pressures. Our inability to address these emerging technological risks in a timely and effective manner could
harm our reputation, weaken customer trust, and ultimately affect our long- term growth and profitability. Digital
Banking and Cryptocurrency ExposureThe continued growth and acceptance of digital banking services,
cryptocurrencies, blockchain technologies, and DeFi present both opportunities and risks to our business. Increasing
customer demand for digital banking services requires ongoing investments in technology infrastructure, cybersecurity,
and regulatory compliance. Additionally, growth in cryptocurrency and DeFi could reduce traditional banking deposits
and income streams, challenging our ability to attract and retain customers. Regulatory uncertainty regarding
cryptocurrency and DeFi could further complicate our strategic decisions, increase compliance costs, and potentially
expose us to reputational and operational risks. Digital Banking Trends and Deposit VolatilityOur traditional banking
model depends heavily on stable customer deposits as a primary source of funding. The rising popularity of alternative
financial products, including fintech platforms, cryptocurrencies, money market funds, and digital wallets, may lead to
increased volatility in our deposit base. Significant fluctuations in deposits could adversely affect our liquidity position,
funding costs, and overall financial stability. Although we actively manage our liquidity and funding sources, a
substantial shift of customer deposits to these alternative products could negatively impact our operations, profitability,
and competitive position. Changes in consumers’ use of banks and changes in consumers’ spending and saving habits could
adversely affect our financial results. Technology and other changes now allow many consumers to complete financial
transactions without using banks. For example, consumers can pay bills and transfer funds directly without going through a
bank. This disintermediation could result in the loss of fee income, as well as the loss of customer deposits and income
generated from those deposits. In addition, changes in consumer spending and saving habits could adversely affect our
operations, and we may be unable to timely develop competitive new products and services in response to these changes that are



accepted by new and existing customers. -Failure to implement new technologies in our operations may adversely affect our
growth or profits. The market for financial services, including banking services and consumer finance services, is increasingly
affected by advances in technology, including developments in telecommunications, data processing, computers, automation,
Internet- based banking and telebanking. Our ability to compete successfully in our markets may depend on the extent to which
we are able to exploit such technological changes. However, we can provide no assurance that we will be able to properly or
timely anticipate or implement such technologies or properly train our staff to use such technologies. Any failure to adapt to new
technologies could adversely affect our business, financial condition or operating results. In addition, the financial services
industry is undergoing rapid technological changes, with new technology- driven products and services being frequently
introduced. The changes could cause our customers to use these new services and products rather than the Bank. For example,
financial technology (or “ fintech ”’) companies that rely on technology to provide financial services such as peer- to- peer
platforms, blockchain and other distributed ledger technologies have the potential to disrupt the financial services industry and
change the way banks do business. Fintech companies are subject to limited regulation. We may not be able to effectively
implement new technology- driven products and services or be successful in competing against products, which could impair
our growth and profitability. We are subject to operational risks. The Company may also be subject to disruptions of its systems
arising from events that are wholly or partially beyond our control (including, for example, computer viruses or electrical or
telecommunications outages), which may give rise to losses in service to customers and to financial loss or liability. The
Company is further exposed to the risk that its external vendors may be unable to fulfill their contractual obligations (or will be
subject to the same risk of fraud or operational errors by their respective employees as is the Company) and to the risk that the
Company’ s (or its vendors’) business continuity and data security systems prove to be inadequate. We are subject to liquidity
risk. Liquidity risk is the potential that we will be unable to meet our obligations as they become due, capitalize on growth
opportunities as they arise or pay regular cash dividends because of an inability to liquidate assets or obtain adequate funding in
a timely basis, at a reasonable cost and within acceptable risk tolerances. A failure to adequately manage our liquidity risk could
adversely affect our business, financial condition or operating results, especially in the event of another financial crisis. Further,
the Federal Reserve could impose additional requirements on the Company if the agency determines that our enhanced liquidity
risk management practices do not adequately manage our liquidity risk. Further, our liquidity could be reduced because of a
decrease in the value of certain assets, including loans and investment securities, caused by increases in interest rates which
could in turn reduce the amount that we are able to borrow and / or reduce the proceeds from the sale of securities in our
portfolio. Our ability to borrow could also be impaired by factors that are not specific to us, such as a disruption in the financial
markets or negative views and expectations about the prospects for the financial services industry in light of the recent turmoil
faced by banking organizations or deterioration in credit markets. We may lose lower- cost funding sources. Checking, savings
and money market deposit account balances and other forms of customer deposits can decrease when customers perceive
alternatives such as other financial institutions or investments, such as the stock market, as providing a better risk / return
tradeoff. If customers move money out of bank deposits and into other investments or to other financial institutions, the Bank
could lose a relatively low- cost source of funds, thereby increasing its funding costs and reducing the Bank’ s net interest
income and net income. If we fail to maintain an effective system of internal and disclosure controls, we may not be able to
accurately report our financial results or prevent or detect fraud. Effective internal control over financial reporting and
disclosure controls and procedures are necessary for us to provide reliable financial reports and effectively prevent or detect
fraud and to operate successfully as a public company. The Company faces the risk that the design of its controls and
procedures, including those to mitigate the risk of fraud by employees or outsiders, may prove to be inadequate or are
circumvented, thereby causing delays in detection of errors or inaccuracies in data and information. We regularly review and
update the Company’ s internal controls, disclosure controls and procedures and corporate governance policies and procedures.
Any system of controls, however well designed and operated, is based in part on certain assumptions and can provide only
reasonable, not absolute, assurances that the objectives of the system are met. Any failure or circumvention of the Company’ s
controls and procedures or failure to comply with regulations related to controls and procedures could have a material adverse
effect on the Company’ s business, results of operations and financial condition. Any failure to maintain effective controls or
timely effect any necessary improvement of our internal and disclosure controls could hinder our ability to accurately report our
operating results or cause us to fail to meet our reporting obligations, which could affect our ability to remain listed with The
NASDAQ Capital Market. Ineffective internal and disclosure controls could also harm our reputation, negatively impact our
operating results or cause investors to lose confidence in our reported financial information, which likely would have a negative
effect on the trading price of our securities. Changes in the financial markets could impair the value of our investment portfolio.
Our investment securities portfolio ts-represents a significant component of our total earning assets. FurmotHn-the-finanetat
markets— Market volatility, fluctuations in interest rates, and broader economic uncertainties could impair-adversely
affect the market value of our investment portfolio, potentlally negatlvely 1mpact1ng Whteh—ee\ﬁd-advefsel-y—a-ffeet—our net
income and pessibly-eur-capital levels . As of tnan
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seeurities-at-atoss-losses that negatively impact ; ur net income and thereby-potentially our capital
position . Our deposit insurance premiums could be substantially higher in the future, which could have a material adverse
effect on our future earnings. The FDIC insures deposits at FDIC- insured depository institutions, such as the Bank, up to
applicable limits. The amount of a particular institution’ s deposit insurance assessment is based on that institution’ s risk
classification under an FDIC risk- based assessment system. An institution’ s risk classification is assigned based on its capital
levels and the level of supervisory concern the institution poses to its regulators. Bank failures significantly depleted the FDIC’
s Deposit Insurance Fund and reduced the ratio of reserves to insured deposits. As a result of recent economic conditions and the
enactment of the Dodd- Frank Reform Act, banks are now assessed deposit insurance premiums based on the bank’ s average
consolidated total assets, and the FDIC has modified certain risk- based adjustments, which increase or decrease a bank’ s overall
assessment rate. This has resulted in increases to the deposit insurance assessment rates, and thus raised deposit premiums for
many insured depository institutions. If these increases are insufficient for the Deposit Insurance Fund to meet its funding
requirements, further special assessments or increases in deposit insurance premiums may be required. We are generally unable
to control the amount of premiums that we are required to pay for FDIC insurance. If there are additional bank or financial
institution failures, we may be required to pay even higher FDIC premiums than the recently increased levels. Any future
additional assessments, increases or required prepayments in FDIC insurance premiums could reduce our profitability, may limit
our ability to pursue certain business opportunities or otherwise negatively impact our operations. -Revenues and profitability
from our investment advisory business may be adversely affected by any reduction in assets under management, which could
reduce fees earned. PWW, our investment advisory business derives the majority of its revenue from noninterest income, which
primarily consists of investment advisory fees. Substantially all of PWW’ s revenues are generated from investment
management contracts with clients. Under these contracts, the investment advisory fees paid to us are typically based on the
market value of assets under management. Assets under management may decline for various reasons including declines in the
market value of the assets, which could be caused by price declines in the securities markets. Assets under management may
also decrease due to redemptions and other withdrawals by clients or termination of contracts. This could be in response to
adverse market conditions or in pursuit of other investment opportunities. If the assets under management we supervise decline
and there is a related decrease in fees, it will negatively affect our results of operations. We may not be able to attract and retain
investment advisory clients. Due to strong competition, our investment advisory business may not be able to attract and retain
clients. Competition is strong because there are numerous well- established and successful investment management and wealth
advisory firms including commercial banks and trust companies, investment advisory firms, mutual fund companies, stock
brokerage firms, and other financial companies. Many of our competitors have greater resources than we have. Our ability to
successfully attract and retain investment advisory clients is dependent upon our ability to compete with competitors’ investment
products, level of investment performance, client services and marketing and distribution capabilities. If we are not successful,
our results of operations and financial condition may be negatively impacted. The investment advisory industry is subject to
extensive regulation, supervision and examination by regulators, and any enforcement action or adverse changes in the laws or
regulations governing our business could decrease our revenues and profitability. As an investment advisor registered with the
Securities and Exchange Commission, PWW is subject to regulation by a number of regulatory agencies that are charged with
safeguarding the integrity of the securities and other financial markets and with protecting the interests of customers
participating in those markets. In the event of non- compliance with regulation, governmental regulators, including the SEC, and
the Financial Industry Regulatory Authority, may institute administrative or judicial proceedings that may result in censure,
fines, civil penalties, the issuance of cease- and- desist orders or the deregistration or suspension of the non- compliant broker-
dealer or investment adviser or other adverse consequences. The imposition of any such penalties or orders could have a material
adverse effect on the wealth management segment’ s operating results and financial condition. We may be adversely affected as
a result of new or revised legislation or regulations. Regulatory changes have imposed and may continue to impose additional
costs, which could adversely impact our profitability. If we fail to retain PWW?’ s key employees, the growth and profitability of
our investment advisory business could be adversely affected. PWW?’ s success is, and is expected to remain, highly dependent
on its executive management team as well as other key personnel because of their role in, among other things, making
investment decisions for PWW clients and managing client relations. Although each of the foregoing are subject to non-
compete agreements, there are no assurances that these key personnel will remain employees of PWW. Competition for
investment advisory personnel is intense, and we may not be successful in attracting or retaining qualified personnel. Our failure
to compete for these personnel, or the loss of the services of several of such key personnel, could adversely affect our growth
strategy and seriously harm our business, results of operations and financial condition. -REGULATORY AND LEGAL
RISKSWe are subject to extensive regulation that could limit or restrict our activities and impose financial requirements or
limitations on the conduct of our business, which limitations or restrictions could adversely affect our profitability. As a bank
holding company, we are primarily regulated by the Federal Reserve. The Bank is primarily regulated by the BFI and the
Federal Reserve. These regulatory authorities have extensive discretion in connection with their supervisory and enforcement
activities, including the imposition of restrictions on the operation of a financial institution, the classification of assets by a
financial institution and the adequacy of a financial institution’ s allowance for credit losses. The Company periodically reviews
its policies, procedures and limits, and undertakes reporting, to ensure all guidance is appropriate for the Bank’ s current and
planned operations and aligns with regulatory expectations. In this regard, regulatory authorities may impose particular
requirements on the Bank, which could have a material adverse effect on our results of operations. Any change in such
regulation and regulatory oversight, whether in the form of regulatory policy, regulations or legislation, could have a material
impact on us and our operations. Further, our compliance with Federal Reserve and the BFI regulations is costly. Because our
business is highly regulated, the applicable laws, rules and regulations are subject to regular modification and change. Laws,




rules and regulations may be adopted in the future that could make compliance more difficult or expensive or otherwise
adversely affect our business, financial condition or prospects. For instance, such changes may limit our growth and restrict
certain of our activities, including payment of dividends, mergers and acquisitions, investments, loans and interest rates charged,
interest rates paid on deposits and locations of offices. We are also subject to capital requirements by our regulators. The laws
and regulations, including the Dodd- Frank Reform Act, applicable to the banking industry could change at any time, and these
changes may adversely affect our business and profitability. We are subject to extensive federal and state regulation. Because
government regulation greatly affects the business and financial results of all commercial banks and bank holding companies,
our cost of compliance could adversely affect our ability to operate profitably. The increased scope, complexity, and cost of
corporate governance, reporting, and disclosure practices are proportionately higher for a company of our size and will affect
our profitability more than that of some of our larger competitors. We expect to experience increasing compliance costs related
to this supervision and regulation. Although many Regulatory-authorities-eontinte-to-tmplement-provisions of the Dodd- Frank
Wall Street Reform and Consumer Protection Act and-of 2010 (other—- the “ Dodd- Frank Act ”) have been fully
integrated into our operations, ongoing regulatory interpretations, enforcement activities, or amendments to existing
regulations may continue to impact our business, financial seeter-condition, and profitability. While initial
implementation costs have stabilized, any future changes in regulatory expectations, especially regarding capital
requirements, consumer protection, stress- testing for smaller banks, cybersecurity, and liquidity, could result in
increased compliance costs, operational complexity, and reduced flexibility in managing our business operations. We
cannot predlct the precise nature, extent, or timing of any additional regulatory requirements —Additionatregulation-and
superviston-may-, but such developments could materially affect our operations, increasc operational expenses, reduce
profitability, ot or restrict our ability to pursue strategic opportunities or pay dividends. Consumer Financial
Protection Bureau OversightWe remain subject to the oversight of consumer financial protection regulations enforced
by various agencies, including the Consumer Financial Protection Bureau (“ CFPB ”). While recent judicial and
legislative actions have led to uncertainty regarding the future authority and structure of the CFPB, consumer
protection regulations continue to apply through other federal agencies. Any significant changes to consumer protection
enforcement or regulatory oversight could impact our compliance obllgatlons, potentlally 1ncreas1ng operatlonal
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with the Dodd Frank Reform Act W 111 increase our regulatory Compllance burdens dnd may increase our opemtmﬂ costs and
may adversely impact our earnings or capital ratios, or both. Signed into law on July 21, 2010, the Dodd- Frank Reform Act has
represented a significant overhaul of many aspects of the regulation of the financial services industry. Among other things, the
Dodd- Frank Reform Act created the CFPB, tightened capital standards, imposed clearing and margining requirements on many
derivatives activities and generally increased oversight and regulation of financial institutions and financial activities. In addition
to the self- implementing provisions of the statute, the Dodd- Frank Reform Act calls for over 200 administrative rulemakings
by numerous federal agencies to implement various parts of the legislation. While many rules have been finalized or issued in
proposed form, additional rules have yet to be proposed. It is not possible at this time to predict when all such additional rules
will be issued or finalized, and what the content of such rules will be. We will have to apply resources to ensure that we are in
compliance with all applicable provisions of the Dodd- Frank Reform Act and any implementing rules, which may increase our
costs of operations and adversely impact our earnings or capital, or both. The Dodd- Frank Reform Act and any implementing
rules that are ultimately issued could have adverse implications on the financial industry, the competitive environment and our
ability to conduct business. The short- term and long- term impact of regulatory capital requirements and capital rules is
uncertain. Under the capital standards, in order to be well- capitalized, the Bank is required to have a common equity to Tier 1



capital ratio of 6. 5 % and a Tier 1 capital ratio of 8. 0 %. The application of more stringent capital requirements for the Bank
could, among other things, result in lower returns on invested capital, require the raising of additional capital and result in
regulatory actions if we were to be unable to comply with such requirements. Furthermore, the imposition of liquidity
requirements in connection with the implementation of Basel III could result in our having to lengthen the term of our funding,
restructure our business models or increase our holdings of liquid assets, or all or any combination of the foregoing.
Implementation of changes to asset risk weightings for risk based capital calculations, items included or deducted in calculating
regulatory capital or additional capital conservation buffers, or both, could result in management modifying its business
strategy, and could limit our ability to make distributions, including paying out dividends or buying back shares. Pursuant to the
Regulatory Relief Act, on September 17, 2019, the federal banking agencies adopted a final rule regarding a community bank
leverage ratio. Under the final rule, which was effective on January 1, 2021, depository institutions and depository institution
holding companies that have less than $ 10 billion in total consolidated assets and meet other qualifying criteria, including a
leverage ratio (equal to tier 1 capital divided by average total consolidated assets) of greater than 9 percent, will be eligible to
opt into the community bank leverage ratio framework (qualifying community banking organizations). Qualifying community
banking organizations that elect to use the community bank leverage ratio framework and that maintain a leverage ratio of
greater than 9 percent will be considered to have satisfied the generally applicable risk- based and leverage capital requirements
in the agencies’ capital rules (generally applicable rule) and, if applicable, will be considered to have met the well- capitalized
ratio requirements for purposes of section 38 of the Federal Deposit Insurance Act. At this point the Bank has chosen not to opt
in to the community bank leverage ratio framework. RISKS RELATED TO OUR STOCKOur ability to pay cash dividends is
limited, and we may be unable to pay future dividends even if we desire to do so. The Company is a legal entity, separate and
distinct from the Bank and PWW. The Company currently does not have any significant sources of revenue other than cash
dividends paid to it by the Bank and PWW. Both the Company and the Bank are subject to laws and regulations that limit the
payment of cash dividends, including requirements to maintain capital at or above regulatory minimums. As a bank that is a
member of the Federal Reserve System, the Bank must obtain prior written approval for any cash dividend if the total of all
dividends declared in any calendar year would exceed the total of its net profits for that year combined with its retained net
profits for the preceding two years. PWW?’ s ability to pay dividends is likewise subject to certain limits imposed by state law.
Banking regulators have indicated that Virginia banking organizations should generally pay dividends only (1) from net
undivided profits of the bank, after providing for all expenses, losses, interest and taxes accrued or due by the bank and (2) if the
prospective rate of earnings retention appears consistent with the organization’ s capital needs, asset quality and overall financial
condition. In addition, the FDIA prohibits insured depository institutions such as the Bank from making capital distributions,
including the payment of dividends, if, after making such distribution, the institution would become undercapitalized as defined
in the statute. Moreover, the Federal Reserve is authorized to determine under certain circumstances relating to the financial
condition of a bank that the payment of dividends would be an unsafe and unsound practice and to prohibit payment thereof. The
payment of dividends that deplete a bank’ s capital base could be deemed to constitute such an unsafe and unsound banking
practice. The Federal Reserve has indicated that banking organizations generally pay dividends only out of current operating
earnings. The Bank may be prohibited under Virginia law from the payment of dividends, including in the event the BFI
determines that a limitation of dividends is in the public interest and is necessary to ensure the Bank’ s financial soundness. In
addition, the Bank’ s ability to pay dividends will be limited if the Bank does not have the capital conservation buffer required
by the capital rules, which may limit the Company’ s ability to pay dividends to stockholders. If the Bank is not permitted to pay
cash dividends to the Company, it is unlikely that the Company would be able to pay cash dividends on our common stock.
Moreover, holders of our common stock are entitled to receive dividends only when and if declared by our board of directors.
Although we currently pay cash dividends on our common stock, we are not required to do so and our board of directors could
reduce or eliminate the amount of our common stock dividends in the future. A limited market exists for our common stock. Our
common stock commenced trading on The NASDAQ Capital Market on January 25, 2012, and trading volumes since that time
have been relatively low as compared to larger financial services companies. The limited trading market for our common stock
may cause fluctuations in the market value of our common stock to be exaggerated, leading to price volatility in excess of that
which would occur in a more active trading market. Accordingly, holders of our common stock may have difficulty selling our
common stock at prlces Wthh holders ﬁnd acceptable or Wthh accurately reflect the Value of the Company 30 -Fut&fe—effeﬂngs







