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Ownership of our common stock involves certain risks. The risks and uncertainties described below are not the only ones we
face. You should carefully consider the risks described below, as well as all other information contained in this Annual Report
on Form 10- K. Additional risks and uncertainties not presently known to us or that we currently deem immaterial may also
impair our business operations. If any of these risks actually occurs, our business, financial condition or results of operations
could be materially and adversely affected. Risks Related to Our Business As a business operating in the financial services
industry, our business and operations may be adversely affected in numerous and complex ways by weak economic conditions.
Our performance could be negatively impacted to the extent there is deterioration in business and economic conditions,
including persistent inflation, supply chain issues or labor shortages, which have direct or indirect impacts on us, our customers
and / or our counterparties. All of these factors can individually or in the aggregate be detrimental to our business, and the
interplay between these factors can be complex and unpredictable. Adverse economic conditions could have a material adverse
effect on our business, financial condition and results of operations. Adverse developments affecting financial institutions or
the financial services industry generally, such as actual events or concerns involving liquidity, defaults or non-
performance, could adversely affect our operations and liquidity. Actual events involving limited liquidity, defaults, non-
performance or other adverse developments that affect financial institutions or the financial services industry generally,
or concerns or rumors about any events of these kinds, including the resulting media coverage, have in the past and may
in the future lead to market- wide liquidity problems and eroded customer confidence in the banking system. For
example, on March 10, 2023, Silicon Valley Bank (“ SVB ) was closed by the California Department of Financial
Protection and Innovation (“ DFPI ”), on March 12, 2023, Signature Bank was closed by the New York State
Department of Financial Services and on May 1, 2023, First Republic Bank was closed by the DFPI, and in each case the
FDIC was appointed as receiver for the failed institution. These banks had elevated levels of uninsured deposits, which
may be less likely to remain at the bank over time and less stable as a source of funding than insured deposits. These
failures led to volatility and declines in the market for bank stocks and questions about depositor confidence in
depository institutions. These events have led to a greater focus by institutions, investors and regulators on the on-
balance sheet liquidity of and funding sources for financial institutions, the composition of their deposits, including the
amount of uninsured deposits, the amount of accumulated other comprehensive loss, capital levels and interest rate risk
management. In connection with high- profile bank failures, uncertainty and concern has been, and may in the future be
further, compounded by advances in technology that increase the speed at which deposits can be moved, as well as the
speed and reach of media attention, including social media, and its ability to disseminate concerns or rumors, in each
case potentially exacerbating liquidity concerns. While the Department of the Treasury, the FRB, and the FDIC have
made statements ensuring that depositors of recently failed banks would have access to their deposits, including
uninsured deposit accounts, there is no guarantee that such actions will be successful in restoring customer confidence in
regional banks and the banking system more broadly. In addition, the banking operating environment and public
trading prices of banking institutions can be highly correlated, in particular during times of stress, which could
materially and adversely impact the trading prices of our common stock and potentially our results of operations.
Additionally, negative news about us or the banking industry in general could negatively impact market and / or
customer perceptions of our company, which could lead to a loss of depositor confidence and an increase in deposit
withdrawals, particularly among those with uninsured deposits. Furthermore, the failure of other financial institutions
may cause deposit outflows as customers spread deposits among several different banks so as to maximize their amount
of FDIC insurance, move deposits to banks deemed “ too big to fail ” or remove deposits from the banking system
entirely. As of December 31, 2023, approximately 41. 6 % of our deposits were uninsured and we rely on these deposits
for liquidity. A failure to maintain adequate liquidity could have a material adverse effect on our business, financial
condition and results of operations. Inflation and rapid increases in interest rates have led to a decline in the fair value of
securities portfolios with yields below current market interest rates. The FRB announced a program to provide up to $
25 billion of loans to financial institutions secured by such government securities held by financial institutions to mitigate
the risk of potential losses on the sale of such instruments. However, widespread demands for customer withdrawals or
other needs of financial institutions for immediate liquidity may exceed the capacity of such program. There is no
guarantee that the U. S. Department of Treasury, the FRB and the FDIC will, in the future, provide access to uninsured
funds in the event of the closure of other banks or financial institutions in a timely fashion or at all. If such levels of
market disruption and volatility continue, there can be no assurance that we will not experience adverse effects, which
may materially affect the market price of our common stock and / or our liquidity, financial condition and profitability.
Our commercial business and operations are concentrated in the Washington, D. C. and Baltimore metropolitan areas and we
are more sensitive than our more geographically diversified competitors to adverse changes in the local economy. As of
December 31, 2622-2023 , approximately $8-86 . 2-8 % of our loans held for investment (measured by dollar amount) were
made to borrowers who live or conduct business in the Washington, D. C. and Baltimore metropolitan areas. Therefore, our
success depends upon the general economic conditions in this area, which we cannot predict with any degree of certainty. A
downturn in the local economy generally could make it more difficult for our borrowers to repay their loans and may lead to
loan losses that are-would not be offset by operations in other markets; it may also reduce the ability of our depositors to make



or maintain deposits with us. For these reasons, any regional or local economic downturn that affects the Washington, D. C. and
Baltimore metropolitan areas, or existing or prospective borrowers or depositors in the Washington, D. C. and Baltimore
metropolitan areas could have a material adverse effect on our business, financial condition and results of operations. Our
customers and businesses in the Washington, D. C. metropolitan area may be adversely impacted as a result of changes in
government spending. The Washington, D. C. metropolitan area is characterized by a significant number of businesses that are
federal government contractors or subcontractors, or which depend on such businesses for a significant portion of their revenues.
The impact of a decline in federal government spending, a reallocation of government spending to different industries or
different areas of the country or a delay in payments to such contractors could have a ripple effect. Temporary layoffs, staffing
freezes, salary reductions or furloughs of government employees or government contractors could have adverse impacts on other
businesses in the Company’ s market and the general economy of the greater Washington, D. C. metropolitan area, and may
indirectly lead to a loss of revenues by the Company’ s customers, including vendors and lessors to the federal government and
government contractors or to their employees, as well as to a wide variety of commercial and retail businesses and the local
housing market. Accordingly, such potential federal government activities could lead to increases in past due loans,
nonperforming loans, loan loss reserves and charge- offs, and to a corresponding decline in liquidity. We may not be able to
measure and limit our credit risk adequately, which could lead to unexpected losses. The primary component of our business
involves making loans to customers. The business of lending is inherently risky, including risks that the principal of or interest
on any loan will not be repaid in a timely manner or at all or that the value of any collateral supporting the loan will be
insufficient to cover our outstanding exposure. A failure to measure and limit the credit risk associated with our loan portfolio
effectively could lead to unexpected losses and have a materially adverse effect on our business, financial condition and results
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may prove to be 1nsuffic1ent to absorb llfe- time losses in our loan portfollo, whlch may adversely dﬁett our busmess,

the current expected credlt loss model 5 (“ ( ECL *), the ACL on loans is a valuatlon allowance estlmated at each balance
sheet date in accordance with U . A—SH—29-1-6-S. generally accepted accounting principles (“ GAAP ”) that is deducted
from the loans’ amortized cost basis to present the net amount expected to be collected on the loans. We estimate the
ACL on loans based on the underlying assets’ amortized cost basis, which is the amount at which the financing
receivable is originated or acquired, adjusted for applicable accretion or amortization of premium, discount, and net
deferred fees or costs, collection of cash, and charge - +3-beeame-effective-offs. Expected credit losses are reflected in the
ACL through a charge to the provision for credit loss expense the-Company-onJantary 12623~ This-standard-requires
eathierreeognition-When we deem all or a portion of a financial asset to be uncollectible the appropriate amount is
written ofoff and the ACL is reduced by the same amount. We apply judgment to determine when a financial asset is
deemed uncollectible; however, generally speaking, an asset will be considered uncollectible no later than when all efforts
at collection have been exhausted. Subsequent recoveries, if any, are credited to the ACL when received. We measure
expected credit losses of financial assets on teans-and-eertairra collective (pool) basis, when other—- the instruments;
eompared-to-financial assets share similar risk characteristics. Depending on the inetrred-nature of the pool of financial
assets with similar risk characteristics, we use a discounted cash flow method or a loss medel-- rate method to estimate
expected credit losses . A+Our methodologies for estimating the adeption-rACL consider available relevant information
about the collectability of cash flows, including information about past events, current conditions, and reasonable and
supportable forecasts. The methodologies apply historical loss information, adjusted for asset- specific characteristics,
economic conditions at the measurement datc, and forecasts about future economic conditions expected to exist through
the contractual lives of the financial assets that are reasonable and supportable, to the identified pools of financial assets
with similar risk characteristics for which the historical loss experience was observed. Our methodologies revert back to
historical loss information on a straight- line basis over eight quarters when it can no longer develop reasonable and
supportable forecasts. Loans that do not share risk characteristics are evaluated on an individual basis. For collateral
dependent financial assets where we have determined that foreclosure of the collateral is probable, or where the
borrower is experiencing financial difficulty and we expect repayment of a-ehange-to-the Allewanee-financial asset to be
provided substantially through the operation for- or sale Loantossesof less-than-$1-—0-million-the collateral, the ACL is
measured based on the difference between the fair value of the collateral and the amortized cost basis of the asset as of the
measurement date. When repayment is cxpected performanee-ofto be from the eeenromy-operation of the collateral,
expected credit losses are calculated as the amount by which the amortized cost basis of the financial asset exceeds the
present value of expected cash flows from the operation of the collateral. When repayment is expected to be from the sale
of the collateral, expected credit losses are calculated as the amount by which the amortized costs basis of the financial
asset exceeds the fair value of the underlying collateral less estimated cost to sell. The ACL may be zero if the fair value
of the collateral at the transitterrmeasurement datc exceeds —Implementing-the CECEframework-amortized cost basis of the



financial asset. As of December 31, 2023, our ACL as a percentage of total loans was 1. 50 % and as a percentage of total
nonperforming loans was 178. 34 %. Additional credit losses will likely occur in the future and may occur at a rate
greater than we have prev1ously experlenced We may be fequ-rres—reqmred as-to take additional provisions terease-the

W owattee-for credit losses in —Subsequent
to-the future to further supplement our ACL, either due to management’ s dec1s1on to do so or requirements by our
banking regulators. In adeption-addition date-, bank regulatory agencies will periodically review our ACL and the
-rmplement&&on—ef—GEGlrvalue attributed to nonaccrual loans or to real estate acqulred through foreclosure. Such

busmess ﬁnan01al condltlon and results of operauons The small to medlum sized businesses that we lend to may have fewer
resources to weather adverse business developments, which may impair our borrowers’ ability to repay loans. Small- to
medium- sized businesses frequently have smaller market shares than their competition, may be more vulnerable to economic
downturns, often need substantial additional capital to expand or compete and may experience substantial volatility in operating
results, any of which may impair a borrower’ s ability to repay a loan. If our borrowers are unable to repay their loans, our
business, financial condition and results of operations could be materially and adversely affected. Our commercial real estate
and real estate construction loan portfolio exposes us to credit risks that may be greater than the risks related to other types of
loans. These loans typically involve repayment that depends upon income generated, or expected to be generated, by the
property securing the loan in amounts sufficient to cover operating expenses and debt service. Unexpected deterioration in the
credit quality of our commercial real estate loan portfolio could require us to increase our allowance for tean-credit losses,
which would reduce our profitability and could have a material and-adverse effect on our business, financial condition and
results of operations. Construction loans also involve risks because loan funds are secured by a project under construction and
the project is of uncertain value prior to its completion. It can be difficult to accurately evaluate the total funds required to
complete a project, and construction lending often involves the disbursement of substantial funds with repayment dependent, in
part, on the success of the ultimate project rather than the ability of a borrower or guarantor to repay the loan. If we are forced to
foreclose on a project prior to completion, we may be unable to recover the entire unpaid portion of the loan. In addition, we
may be required to fund additional amounts to complete a project, incur taxes, maintenance and compliance costs for a
foreclosed property and may have to hold the property for an indeterminate period of time, any of which could materially and
adversely affect our business, financial condition and results of operations. Because a significant portion of our loan portfolio
held for investment is comprised of real estate loans, negative changes in the economy affecting real estate values and liquidity
could impair the value of collateral securing our real estate loans and result in loan and other losses. Adverse developments
affecting real estate values and the liquidity of real estate in our primary markets could increase the credit risk associated with
our loan portfolio, and could result in losses that adversely affect credit quality, financial condition and results of operations. If
real estate values decline, it is more likely that we would be required to increase our allowance for tear-credit losses, which
would adversely affect our business, financial condition and results of operations. A portion of our loan portfolio is comprised of
commercial loans secured by receivables, inventory, equipment or other commercial collateral, the deterioration in value of
which could expose us to credit losses. In general, these loans are collateralized by general business assets, including, among
other things, accounts receivable, inventory and equipment, and most are backed by a personal guaranty of the borrower or
principal. Significant adverse changes in the economy or local market conditions in which our commercial lending customers
operate could cause rapid declines in loan collectability and the values associated with general business assets resulting in
inadequate collateral coverage that may expose us to credit losses and could materially and adversely affect our business,
financial condition and results of operations. System failure or cybersecurity breaches of our network security could subject us
to increased operating costs as well as litigation and other potential losses. Our computer systems and network infrastructure
could be vulnerable to hardware and cybersecurity issues. Any damage or failure that causes an interruption in our operations
could have a materially—- material ;-adverse effect on our financial condition and results of operations. Our operations are also
dependent upon our ability to protect our computer systems and network infrastructure, including our digital, mobile and internet
banking activities, against damage from physical break- ins, cybersecurity breaches and other disruptive problems. Such
computer break- ins and other disruptions would jeopardize the security of information stored in and transmitted through our
computer systems and network infrastructure, which may result in significant liability, damage our reputation and inhibit the use
of our internet banking services by current and potential customers. A breach of our security that results in unauthorized access
to our data could expose us to a disruption or challenges relating to our daily operations, as well as to data loss, litigation,
damages, fines and penalties, significant increases in compliance costs and reputational damage, any of which could have a
material and-adverse effect on our business, financial condition and results of operations. In addition, we may need to take our
systems off- line if they become infected with malware or a computer virus or as a result of another form of cyber- attack. In the



event that backup systems are utilized, they may not process data as quickly as our primary systems and some data might not
have been saved to backup systems, potentially resulting in a temporary or permanent loss of such data. In addition, our ability to
implement backup systems and other safeguards with respect to third- party systems is more limited than with respect to our
own systems. We frequently update our systems to support our operations and growth and to remain compliant with applicable
laws, rules and regulations. Fhis-updating-These updates entails— entail significant costs and ereates— create risks associated
with implementing new systems and integrating them with existing ones, including business interruptions. Implementation and
testing of controls related to our computer systems, security monitoring, and retaining and training personnel required to operate
our systems also entail significant costs. We face security risks, including denial of service attacks, hacking, malware intrusion
and data corruption attempts, and identity theft that could result in the disclosure of confidential information, materially and
adversely affect our business or reputation, and create significant legal and financial exposure. Our business relies on the secure
processing, transmission, storage and retrieval of confidential, proprietary, and other information in our computer and data
management systems and networks, and in the computer and data management systems and networks of third parties. In
addition, to access our network, products and services, our customers and other third parties may use personal mobile devices or
computing devices that are outside of our network environment and are subject to their own cybersecurity risks. We, our
customers, regulators, and other third parties, including other financial services institutions and companies engaged in data
processing, have been subject to, and are likely to continue to be the target of, cyber- attacks. These cyber- attacks include
computer viruses, malicious or destructive code, phishing attacks, denial of service or information, ransomware, improper access
by employees or vendors, attacks on personal email of employees, ransom demands to not exploit security vulnerabilities in our
systems or the systems of third parties, and other security breaches that could result in the unauthorized release, gathering,
monitoring, misuse, loss or destruction of confidential, proprietary and other information of ours, our employees, our customers,
or of third parties, and damage to our systems that could otherwise materially disrupt our or our customers’ or other third parties’
network access or business operations. As cyber- threats continue to evolve, we may be required to expend significant additional
resources to modify or enhance our protective measures or to investigate and remediate any information security vulnerabilities
or incidents. Despite efforts to ensure the integrity of our systems and implement controls, processes, policies and other
protective measures, we may not be able to anticipate all security breaches, nor may we be able to implement sufficient
preventive measures against such security breaches, which may expose us to material losses and other material ;-adverse
consequences. Cybersecurity risks for banking organizations have significantly increased in recent years in part because of the
proliferation of new technologies, and the use of the internet and telecommunications technologies to conduct financial
transactions. Even the most advanced internal control environment may be vulnerable to compromise. The techniques used by
cyber criminals change frequently, may not be recognized until launched, and may not be recognized until well after a breach
has occurred. The speed at which new vulnerabilities are discovered and exploited, often before security patches are published,
continues to rise. The risk of a security breach caused by a cyber- attack on a vendor or by unauthorized vendor access has also
increased in recent years. Cyber- attacks or other security breaches, whether directed at us or third parties, may result in a
material loss or have other material ;adverse consequences. Furthermore, the public perception that a cyber- attack on our
systems has been successful, whether or not this perception is correct, may damage our reputation with customers and third
parties with whom we do business. Hacking of personal information and identity theft risks, in particular, could cause serious
reputational harm. A successful penetration or circumvention of system security could cause us serious negative consequences,
including our loss of customers and business opportunities, costs associated with maintaining business relationships after an
attack or breach, significant business disruption to our operations and business, misappropriation, exposure or destruction of our
confidential information, intellectual property, funds and / or those of our customers; or damage to our or our customers’ and / or
third parties’ computers or systems, and could result in a violation of applicable privacy and other laws, litigation exposure,
regulatory fines, penalties or intervention, loss of confidence in our security measures, reputational damage, reimbursement or
other compensatory costs, and additional compliance costs, and could materially and adversely impact our results of operations,
liquidity and financial condition. In addition, we may not have adequate insurance coverage to compensate for losses from a
cybersecurity event. Appraisals and other valuation techniques we use in evaluating and monitoring loans secured by real
property, other real estate owned and repossessed personal property may not accurately describe the net value of the asset. In
considering whether to make a loan secured by real property, we generally require an appraisal of the property. However, an
appraisal is only an estimate of the value of the property at the time the appraisal is made and, as real estate values may change
significantly in value in relatively short periods of time (especially in periods of heightened economic uncertainty), this estimate
may not accurately describe the net value of the real property collateral after the loan is made. As a result, we may not be able
to recover the full amount of any remaining indebtedness when we foreclose on and sell the relevant property. In addition, we
rely on appraisals and other valuation techniques to establish the value of our other real estate owned ;er-(*“ OREO ;) and
personal property that we acquire through foreclosure proceedings and to determine certain loan impairments. If any of these
valuations are inaccurate, our combined and consolidated financial statements may not reflect the correct value of our OREO,
and our allowance for tean-credit losses may not reflect accurate loan impairments. This could have a material, adverse effect
on our business, financial condition or results of operations. We engage in lending secured by real estate and may be forced to
foreclose on the collateral and own the underlying real estate, subjecting us to the costs and potential risks associated with the
ownership of the real property, or consumer protection initiatives or changes in state or federal law may substantially raise the
cost of foreclosure or prevent us from foreclosing at all. Since we originate loans secured by real estate, we may have to
foreclose on the collateral property to protect our investment and may thereafter own and operate such property, in which case
we would be exposed to the risks inherent in the ownership of real estate. Our inability to manage the amount of costs or the
risks associated with the ownership of real estate, or write- downs in the value of OREO, could have a material and-adverse
effect on our business, financial condition and results of operations. Additionally, consumer protection initiatives or changes in



state or federal law may substantially increase the time and expense associated with the foreclosure process or prevent us from
foreclosing at all. If new state or federal laws or regulations are ultimately enacted that significantly raise the cost of foreclosure
or raise outright barriers, such could have a materially adverse effect on our business, financial condition and results of
operation. A lack of liquidity could impair our ability to fund operations and adversely impact our business, financial condition
and results of operations. Liquidity is essential to our business. We rely on our ability to generate deposits and effectively
manage the repayment and maturity schedules of our loans and investment securities, respectively, to ensure that we have
adequate liquidity to fund our operations. An inability to raise funds through deposits, borrowings, sales of our investment
securities, sales of loans or other sources could materially and adversely impact our ability to originate loans, invest in securities,
meet our expenses or fulfill obligations such as repaying our borrowings or meeting deposit withdrawal demands, any of which
could, in turn, have a material and-adverse effect on our business, financial condition and results of operations. We have several
large depositor relationships, the loss of which could force us to fund our business through more expensive and less stable
sources. As of December 31, 20222023 , our 10 largest non- brokered depositors accounted for $ 389-267 . 9-7 million in
deposits, or approximately 22-14 . 2-1 % of our total deposits. Withdrawals of deposits by any one of our largest depositors could
force us to rely more heavily on borrowings and other sources of funding for our business, adversely affecting our net interest
margin and results of operations. We may also be forced, as a result of any withdrawal of deposits, to rely more heavily on
other, potentially more expensive and less stable funding sources. Consequently, the occurrence of any of these events could
have a material ard-adverse effect on our business, financial condition and results of operations. Our mortgage banking division
may not continue to provide us with significant noninterest income. The residential mortgage business is highly competitive and
highly susceptible to changes in market interest rates, consumer confidence levels, employment statistics, the capacity and
willingness of secondary market purchasers to acquire and hold or securitize loans, and other factors beyond our control.
Additionally, in many respects, the traditional mortgage origination business is relationship- based, and dependent on the
services of individual mortgage loan officers. The loss of services of one or more loan officers could have the effect of reducing
the level of our mortgage production, or the rate of growth of production. As a result of these factors, we cannot be certain that
we will be able to maintain or increase the volume or percentage of revenue or net income produced by our residential mortgage
business. We earn income by originating residential mortgage loans for resale in the secondary mortgage market, and
disruptions in that market could reduce our operating income. Historically, as part of our focus on loan origination and sales
activities, we enter into formal commitments and informal agreements with larger banking companies and mortgage investors
earning the Bank income from these sales. Under these arrangements, we originate single- family mortgages that are priced and
underwritten to conform to previously agreed criteria before loan funding and are delivered to the investor shortly after funding.
Disruptions in the secondary market may not only affect us but also the ability and desire of mortgage investors and other banks
to purchase residential mortgage loans that we originate. As a result, we may not be able to maintain or grow the income we
receive from originating and reselling residential mortgage loans. Additionally, we hold certain mortgage loans that we
originated for sale, increasing our exposure to interest rate risk and adverse changes in the value of the residential real estate that
serves as collateral for the mortgage loan prior to sale. Our financial condition, earnings and asset quality could be adversely
affected if we are required to repurchase loans originated for sale by our mortgage banking division. The Bank originates
residential mortgage loans for sale to secondary market investors, subject to contractually specified recourse provisions. Because
the loans are intended to be originated within investor guidelines, using designated automated underwriting and product-
specific requirements as part of the loan application, the loans sold have a limited recourse provision. Should sueh-loan
repurchases become a material issue, our earnings and asset quality could be adversely impacted, which could materially and
adversely impact our business, financial condition and results of operations. Delinquencies and credit losses from our OpenSky
®-™ credit card division could adversely affect our business, financial condition and results of operations. Our OpenSky ®-T™
Division provides secured, partially secured, and unsecured credit cards on a nationwide basis to under- banked populations and
those looking to rebuild their credit scores. Although some OpenSky ®-T™ credit cards are fully or partially secured, losses may
occur as a result of fraud, or when the account exceeds its established limit or if a cardholder ceases to maintain the account in
good standing. Fraud, such as identity fraud, payment fraud and funding fraud (where, for example, an individual funds a card
using information from someone they know well, such as a relative or roommate) can result in substantial losses. In the case of
an OpenSky ®-T™ account that is funded through fraud on the part of an applicant, we are required by applicable laws to refund
the amount of the original deposit, and we charge off balances which were subsequently charged on the card. Account balances
in excess of established credit limits happen as a result of certain VISA membership policies that allow cardholders to incur
certain charges even if they exceed their card limits, which include, but are not limited to, rental car charges, gas station charges
and hotel deposits. If an OpenSky ®-™ cardholder exceeds his or her credit limit as a result of purchases in one of these
categories, we may incur losses for amounts in excess of the collateral deposited if the borrower fails to repay such excess
amounts. Customers can also exceed their credit limit by making intra - period payments to replenish their available lines. If the
payments are made via the Automated Clearing House (“ ACH ”) and were fraudulent, we could incur the cost of the payment.
Finally, losses to our credit card portfolio may arise if cardholders cease to maintain the account in good standing with timely
payments. For example, in the event a secured card becomes more than +26-90 days past due, or an unsecured card becomes
more than 150 days past due, the credit card balance is recovered against any corresponding deposit account and a charge- off
is recorded for any related fees, accrued interest or other charges in excess of the deposit account balance. We have invested in
technology and systems to prevent and detect fraudulent behavior and mitigate losses but such investments may not be adequate,
and our systems may not adequately monitor or mitigate potential losses arising from these risks. A high credit loss rate (the rate
at which we charge off uncollectible loans) on either our secured, partially secured, or unsecured portfolio could materially and
adversely impact our overall financial performance. We maintain an allowance for tean-credit losses, which we believe to be
adequate to cover credit losses inherent in our OpenSky ®-™ portfolio, but we cannot be certain that the allowance will be



sufficient to cover actual credit losses. If credit losses from our OpenSky ®-T™ portfolio exceed our allowance for tean-credit
losses, our reventies-net income will be reduced by the excess of such credit losses. The inability of our OpenSky ®-™ credit
card lelSlOIl to continue its growth rate could adversely affect our earnings —Out-erediteard-portfolio-has-inereased-and-eertain
z hav a-51g ARtE . We do not know if we will be able to retain existing
customers or attract new customers or that we will be able to increase account balances for new or existing customers. We hope
the development and expansion of new credit card products and related cardholder service products will be an important
contributor to our growth and earnings in the future; however, if we are unable to implement new cardholder products and
features, our ability to grow will be negatively impacted. Declining sales of cardholder service products would likely result in
reduced income from fees and interest. Our business, financial condition and results of operations may be adversely affected by
merchants’ increasing focus on the fees charged by credit card networks and by regulation and legislation impacting such fees.
Credit card interchange fees are generally one of the largest components of the costs that merchants pay in connection with the
acceptance of credit cards and are a meaningful source of revenue for our OpenSky ®-T™ Division. Interchange fees are the
subject of significant and intense legal, regulatory and legislative focus globally, and the resulting decisions, regulations and
legislation may have a material andadverse impact on our business, financial condition and results of operations. The
heightened focus by merchants and regulatory and legislative bodies on the fees charged by credit and debit card networks, and
the ability of certain merchants to negotiate discounts to interchange fees with MasterCard and Visa successfully or develop
alternative payment systems could result in a reduction of interchange fees. Any resulting loss in income to us could have a
material and-adverse effect on our business, financial condition and results of operations. By engaging in derivative transactions,
we are exposed to additional credit and market risk. As part of our mortgage banking activities, we enter into interest rate lock
agreements with the consumer. These are commitments to originate loans at a specified interest rate and lock expiration which
is set prior to closing. Hedging interest rate risk is a complex process, requiring sophisticated models and routine monitoring. As
a result of interest rate fluctuations, hedged assets and liabilities will appreciate or depreciate in market value. The effect of this
unrealized appreciation or depreciation in assets (loans) will generally be offset by income or loss in the corresponding MBS
derivative instruments that are linked to the hedged assets and liabilities. By engaging in derivative transactions, we are exposed
to counterparty credit and market risk. If the counterparty fails to perform, credit risk exists to the extent of the fair value gain in
the derivative. Market risk exists to the extent that interest rates change in ways that are significantly different from what was
modeled when we entered into the derivative transaction. The existence of credit and market risk associated with our derivative
instruments could materially and adversely affect our mortgage banking revenue and, therefore, could have a material ane
adverse effect on our business, financial condition and results of operations. We are subject to interest rate risk as fluctuations in
interest rates may adversely affect our earnings. The majority of our banking assets and liabilities are monetary in nature and
subject to risk from changes in interest rates. Like most financial institutions, our earnings are significantly dependent on our net
interest income, the principal component of our earnings, which is the difference between interest earned by us from our interest
earning assets, such as loans and investment securities, and interest paid by us on our interest- bearing liabilities, such as deposits
and borrowings. We expect that we will periodically experience “ gaps ” in the interest rate sensitivities of our assets and
liabilities, meaning that either our interest- bearing liabilities will be more sensitive to changes in market interest rates than our
interest earning assets, or vice versa. In either case, if market interest rates move contrary to our position, this gap will
negatively impact our earnings. The impact on earnings is more adverse when the slope of the yield curve flattens; that is, when
short- term interest rates increase more than long- term interest rates or when long- term interest rates decrease more than short-
term interest rates. Many factors impact interest rates, including governmental monetary policies, inflation, recession, changes in
unemployment, the money supply, international economic weakness and disorder and instability in domestic and foreign
financial markets. Interest rate increases often result in larger payment requirements for our borrowers, which increases the
potential for default and could result in a decrease in the demand for loans. At the same time, the marketability of the property
securing a loan may be adversely affected by any reduced demand resulting from higher interest rates. In a declining interest
rate environment, there may be an increase in prepayments on loans as borrowers refinance their loans at lower rates. In
addition, in a low interest rate environment, loan customers often pursue long- term fixed rate credits, which could adversely
affect our earnings and net interest margin if rates later increase. Changes in interest rates also can affect the value of loans,
securities and other assets. An increase in interest rates that adversely affects the ability of borrowers to pay the principal or
interest on loans may lead to an increase in nonperforming assets and a reduction of income recognized, which could have a
material and-adverse effect on our results of operations and cash flows. Further, when we place a loan on nonaccrual status, we
reverse any accrued but unpaid interest receivable, which decreases interest income. At the same time, we continue to incur
costs to fund the loan, which is reflected as interest expense, without any interest income to offset the associated funding
expense. Thus, an increase in the amount of nonperforming assets would have a material ard-adverse impact on net interest
income. We could recognize losses on investment securities held in our securities portfolio, particularly if interest rates continue
to increase or economic and market conditions deteriorate. We invest a portion of our total assets (+49 . 4 % as of December
31,2022-2023 ) in investment securities with the primary objectives of providing a source of liquidity, providing an appropriate
return on funds invested and managing interest rate risk. As of December 31, 2622-2023 , the fair value of our available- for-
sale investment securities portfolio was $ 252-208 million, which included unrealized losses of $ 22-17 . 4 million and ne
unrealized gains of $ 17 thousand . Factors beyond our control can significantly and adversely influence the fair value of
securities in our portfolio. Because of changing economic and market conditions affecting interest rates, the financial condition
of issuers of the securities and the performance of the underlying collateral, we may recognize realized and / or unrealized losses
in future perrods which could have a materlal aﬂd—adverse effect on our business, financial condrtron and fesu-}ts—e-ﬁepef&t-tens—
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adverse-effeetonourresults of operations. We face strong competition from financial services companies and other companies
that offer banking services. We operate in the highly competitive financial services industry and face significant competition for
customers from financial institutions located both within and beyond our principal markets. We compete with commercial
banks, savings banks, credit unions, nonbank financial services companies and other financial institutions operating within or
near the areas we serve. In addition, many of our non- bank competitors are not subject to the same extensive regulations that
govern our activities and may have greater flexibility in competing for business. Our inability to compete successfully in the
markets in which we operate could have a material and-adverse effect on our business, financial condition or results of
operations. Risks Related to the Regulation of Our Industry We operate in a highly regulated environment and the laws and
regulations that govern our operations, corporate governance, executive compensation and accounting principles, or changes in
them, or our failure to comply with them, could adversely affect us. Banking is highly regulated under federal and state law. As
such, we are subject to extensive regulation, supervision and legal requirements that govern almost all aspects of our operations.
Compliance with laws and regulations can be difficult and costly, and changes to laws and regulations often impose additional
operating costs. Our failure to comply with these laws and regulations, even if the failure follows good faith effert-efforts or
reflects a difference in interpretation, could subject us to restrictions on our business activities, enforcement actions and fines
and other penalties, any of which could adversely affect our results of operations, regulatory capital levels and the price of our
securities. Further, any new laws, rules and regulations could make compliance more difficult or expensive or otherwise
materially and adversely affect our business, financial condition and results of operations. Legislative and regulatory actions
taken now or in the future may increase our costs and impact our business, governance structure, financial condition or results of
operations. Economic conditions that contributed to the financial crisis in 2008, particularly in the financial markets, resulted in
government regulatory agencies and political bodies placing increased focus and scrutiny on the financial services industry. The
Dodd- Frank Act, which was enacted in 2010 as a response to the financial crisis, significantly changed the regulation of
financial institutions and the financial services industry. Compliance with the Dodd- Frank Act and its implementing regulations
has and may continue to result in additional operating and compliance costs that could have a material and-adverse effect on our
business, financial condition, results of operations and growth prospects. Federal and state regulatory agencies frequently adopt
changes to their regulations or change the manner in which existing regulations are applied. Regulatory or legislative changes to
laws applicable to the financial industry, if enacted or adopted, may impact the profitability of our business activities, require
more oversight or change certain of our business practices, including the ability to offer new products, obtain financing, attract
deposits, make loans and achieve satisfactory interest spreads and could expose us to additional costs, including increased
compliance costs. These changes also may require us to invest significant management attention and resources to make any
necessary changes to operations to comply and could have a material ard-adverse effect on our business, financial condition and
results of operations . The legislative and regulatory environment is beyond our control, may change rapidly and
unpredictably, and may negatively influence our revenue, costs, earnings, growth, liquidity and capital levels. For
example, the CFPB has announced several initiatives related to the amounts and types of fees financial institutions may
charge and on March S, 2024, the CFPB issued a final rule that significantly lowers the safe harbor amount for past due
fees that large credit card issuers can charge on consumer credit card accounts. Such changes could affect our ability or
willingness to provide certain products or services, necessitate changes to our business practices, or reduce our revenues.
There may also be future rulemaking in emerging regulatory areas such as climate- related risks and new technologies.
Adoption of new technologies, such as distributed ledger technologies, tokenization, cloud computing, AI and machine
learning technologies, can present unforeseen challenges in applying and relying on existing compliance systems. In



addition, some laws and regulations may be subject to litigation or other challenges that delay or modify their
implementation and impact on us . Federal banking agencies periodically conduct examinations of our business, including
compliance with laws and regulations, and our failure to comply with any supervisory actions to which we are or become subject
as a result of such examinations could adversely affect us. As part of the bank regulatory process, the OCC and the Federal
Reserve, periodically conduct examinations of our business, including compliance with laws and regulations. If, as a result of an
examination, one of these federal banking agencies were to determine that the financial condition, capital resources, asset
quality, earnings prospects, management, liquidity, asset sensitivity, risk management or other aspects of any of our operations
have become unsatisfactory, or that the Company, the Bank or their respective management were in violation of any law or
regulation, it 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 actions 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 our capital levels, to restrict our growth, to
assess civil monetary penalties against us, the Bank or their respective 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 the
Bank’ s deposit insurance. If we become subject to such regulatory actions, our business, financial condition, results of
operations and reputation would be materially and adversely affected. Monetary policies and regulations of the Federal Reserve
could adversely affect our business, financial condition and results of operations. In addition to being affected by general
economic conditions, our earnings and growth are affected by the policies of the Federal Reserve. An important function of the
Federal Reserve is to regulate the U. S. money supply and credit conditions. The monetary policies and regulations of the
Federal Reserve have had a significant effect on the operating results of commercial banks in the past and are expected to
continue to do so in the future. Although we cannot determine the effects of such policies on us at this time, such policies could
materially and adversely affect our business, financial condition and results of operations. Regulatory requirements affecting our
loans secured by commercial real estate could limit our ability to leverage our capital and adversely affect our growth and
profitability. The federal bank regulatory agencies have indicated their view that banks with high concentrations of loans secured
by commercial real estate are subject to increased risk and should implement robust risk management policies and maintain
higher capital than regulatory minimums to maintain an appropriate cushion against loss that is commensurate with the
perceived risk. Federal bank regulatory guidelines identify institutions potentially exposed to commercial real estate
concentration risk as those that have (i) experienced rapid growth in commercial real estate lending, (ii) notable exposure to a
specific type of commercial real estate, (iii) total reported loans for construction, land development and other land loans
representing 100 % or more of the institution’ s capital, or (iv) total non- owner- occupied commercial real estate (including
construction) loans representing 300 % or more of the institution’ s capital if the outstanding balance of the institution’ s non-
owner- occupied commercial real estate (including construction) loan portfolio has increased 50 % or more during the prior 36
months. At December 31, 28222023 , the Bank’ s construction to total capital ratio was 107 +88—6-% which exceeded the 100
% regulatory guideline threshold set forth in clause (iii ) above and the Bank’ s non- owner- occupied commercial real estate
(including construction) loans to total capital ratio was 304 % which exceeded the 300 % regulatory guideline threshold
set forth in clause (iv ) above. As a result, we are deemed to have a concentration in commercial real estate lending under
applicable regulatory guidelines. Because a significant portion of our loan portfolio depends on commercial real estate, a change
in the regulatory capital requirements applicable to us or a decline in our regulatory capital could limit our ability to leverage our
capital as a result of these policies, which could have a material and-adverse effect on our business, financial condition and
results of operations. We cannot guarantee that any risk management practices we implement will be effective to prevent losses
relating to our commercial real estate portfolio. Management has implemented controls to monitor our commercial real estate
lending concentrations, but we cannot predict the extent to which regulatory guidelines will impact our operations or capital
requirements. Risks Related to Ownership of Our Common Stock 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 you to resell your shares at the
volume, prices and times desired. There are many factors that may affect the market price and trading volume of our common
stock, most of which are outside of our control. The stock market and the market for financial institution stocks has 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 may materially and adversely affect the market price of our common stock,
which could make it difficult for you to sell your shares in the volume and at the-vetame;prices and times desired. The market
price of our common stock could decline significantly and you may experience future dilution due to actual or anticipated
issuances or sales of our common stock in the future. Our board of directors may determine from time to time that we need to
raise additional capital by issuing additional shares of our common stock or other securities. We cannot predict the size of future
issuances of our common stock or the effect, if any, that future issuances and sales of our common stock will have on the market
price of our common stock. To the extent we raise additional capital by issuing additional shares of our common stock or other
securities convertible into, or exchangeable for, our common stock, you may experience substantial dilution. Our management
and board of directors have significant control over our business. As of December 31, 28222023 , our directors, directors of the
Bank, our named executive officers and their respective family members and affiliated entities beneficially owned an aggregate
of 5, 499-147 , 792-875 shares, or approximately 3837 . 9-0 % of our issued and outstanding common stock. Consequently, our
management and board of directors may be able to significantly affect the outcome of the election of directors and the potential
outcome of other matters submitted to a vote of our shareholders, such as mergers, the sale of substantially all of our assets and
other extraordinary corporate matters. The interests of these insiders could conflict with the interests of our other shareholders.
Our common stock is subordinate to our existing and future indebtedness and preferred stock. Our common stock ranks junior



to all of our existing and future indebtedness and other non- equity claims with respect to assets available to satisfy claims
against us, including claims in the event of our liquidation. As of December 31, 2022-2023 we had outstanding approximately $
10. 0 million in aggregate principal amount of subordinated notes and $ 2. 1 million in aggregate principal amount of junior
subordinated debentures. We may incur additional indebtedness in the future to increase our capital resources or if our total
capital ratio or the total capital ratio of the Bank falls below the required minimums. Furthermore, our common stock is
subordinate to any series of preferred stock we may issue in the future. Provisions in our governing documents and Maryland
law may have an anti- takeover effect, and there are substantial regulatory limitations on changes of control of bank holding
companies. Our corporate organizational documents and provisions of federal and state law to which we are subject contain
certain provisions that could have an anti- takeover effect and may delay, make more difficult or prevent an attempted
acquisition that you may favor or an attempted replacement of our board of directors or management. In addition, certain
provisions of Maryland law may delay, discourage or prevent an attempted acquisition or change in control. Furthermore,
banking laws impose notice, approval, and ongoing regulatory requirements on any shareholder or other party that seeks to
acquire direct or indirect “ control ” of an FDIC- insured depository institution or its holding company. These laws include the
BHC Act and the Change in Bank Control Act (“ CBCA 7). These laws could delay or prevent an acquisition. Our common
stock is not insured by any governmental entity. Our common stock is not a deposit account or other obligation of any bank and
is not insured by the FDIC or any other governmental entity. Investment in our common stock is subject to risk, including
possible loss. 29



