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The following is a summary of the material regulations and policies applicable to the Corporation and its subsidiaries and is not
intended to be a comprehensive discussion. Changes in applicable laws and regulations may have a material effect on our
business. General The Corporation is registered with the Federal Reserve as a financial holding company under the BHC Act
and, as such, is subject to the supervision, examination and reporting requirements of the BHC Act and the regulations of the
Federal Reserve. As a publicly- traded company whose common stock, par value $ 0. 01 per share (the “ Common Stock ), is
registered under Section 12 (b) of the Securities Exchange Act of 1934, as amended (the “ Exchange Act ), and listed on The
NASDAQ Global Select Market, the Corporation is also subject to regulation and supervision by the SEC and The NASDAQ
Stock Market, LLC (“ NASDAQ ). The Bank is a Maryland trust company subject to the banking laws of Maryland and to
regulation by the Maryland Department of Labor’ s Office ef—t-he—Ma-Iy}aﬁd-Gemﬂﬂsstenefof Financial Regulation (the
Maryland Cemmissioner-OFR ), who is required by statute to make at least one examination in each calendar year (or at 18-
month intervals if the Maryland €emmissierer-OFR determines that an examination is unnecessary in a particular calendar
year). The Bank also has offices in West Virginia, and the operations of these offices are subject to various West Virginia laws.
As a member of the FDIC, the Bank is also subject to certain provisions of federal laws and regulations regarding deposit
insurance and activities of insured state- chartered banks, including those that require examination by the FDIC. In addition to
the foregoing, there are a myriad of other federal and state laws and regulations that affect, or govern the business of banking,
including consumer lending, deposit- taking, and trust operations. All non- bank subsidiaries of the Corporation are subject to
examination by the FRB, and, as affiliates of the Bank, are subject to examination by the FDIC and the Maryland Cemmissioner
OFR . In addition, OakFirst Loan Center, Inc. is subject to licensing and regulation by the West Virginia Division of Banking,
and OakFi irst Loan Center, LLC is subject to hcensmg and regulatlon by the Maryland OFR Genaﬁatsstener—l—f—&nd—wd&eﬁ—F—U—Im%

Aet—e-f—l—949—as—&mended— Regulatlon of Bank Holdlng Cornpanles The Corporatlon and 1ts afﬁhates are subject to the
provisions of Section 23A and Section 23B of the Federal Reserve Act. Section 23A limits the amount of loans or extensions of
credit to, and investments in, the Corporation and its non- bank affiliates by the Bank. Section 23B requires that transactions
between the Bank and the Corporation and its non- bank affiliates be on terms and under circumstances that are substantially the
same as with non- affiliates. Under FRB Federal-Reserwe-policy, the Corporation is expected to act as a source of strength to the
Bank, and the FRB Federal-Reserve-may charge the Corporation with engaging in unsafe and unsound practices for failure to
commit resources to a subsidiary bank when required. This support may be required at times when the bank holding company
may not have the resources to provide the support. Under the prompt corrective action provisions, if a controlled bank is
undercapitalized, then the regulators could require the bank holding company to guarantee the bank’ s capital restoration plan.
In addition, if the FRB FederalReserve-believes that a bank holding company’ s activities, assets or affiliates represent a
significant risk to the financial safety, soundness or stability of a controlled bank, then the FRB FederalReserve-could require
the bank holding company to terminate the activities, liquidate the assets or divest the affiliates. The regulators may require
these and other actions in support of controlled banks even if such actions are not in the best interests of the bank holding
company or its stockholders. Because the Corporation is a bank holding company, it is viewed as a source of financial and
managerial strength for any controlled depository institutions, like the Bank. In Fae-of-Contentshiraddition, under the Financial
Institutions Reform, Recovery and Enforcement Act of 1989 (“ FIRREA ), depository institutions insured by the FDIC can be
held liable for any losses incurred by, or reasonably anticipated to be incurred by, the FDIC in connection with (i) the default of
a commonly controlled FDIC- insured depository institution or (ii) any assistance provided by the FDIC to a commonly
controlled FDIC- insured depository institution in danger of default. Accordingly, in the event that any insured subsidiary of the
Corporation causes a loss to the FDIC, other insured subsidiaries of the Corporation could be required to compensate the FDIC
by reimbursing it for the estimated amount of such loss. Such cross guaranty liabilities generally are superior in priority to
obligations of a financial institution to its shareholders and obligations to other affiliates. Regulation of Financial Holding
Companiesln 2021, the Corporation elected to become a financial holding company, which allows it to engage in certain
activities, and own shares or control of certain entities, that are in addition to those permissible for an entity that is a bank
holding company only. The provisions of the BHC Act relating to financial holding companies and the regulations promulgated
thereunder require the Bank to remain *“ well capitalized ” and “ well managed . The capital requirement is discussed below
under the heading, “ Prompt Corrective Action ”. The Bank will be considered to be well managed so long as it achieves a
CAMEL composite rating of at least “ 2 as a result of its most recent examination and at least a “ satisfactory ” management
rating (if such rating is given). If the Bank were to fail to meet either of these requirements, then the Corporation would be
required to enter into an agreement with the FRB FederalReserve-that would address the remediation of the condition that led
to the failure. During the term of that agreement, which is typically 180 days but can be extended at the discretion of the FRB
FederalReserve-, the Corporation would be prohibited from commencing any additional activity or acquiring control or shares
of any company that would otherwise be permissible for a financial holding company under Section 4 (k) of the BHC Act. If the
Corporation were to fail to correct that condition by the expiration of the agreement’ s term, then the FRB FederalReserve
could order the Corporation to divest its ownership of the Bank or, alternatively, terminate all financial holding company
activities. For so long as the Corporation remains a financial holding company, the Bank must also maintain a Satisfactory or
better rating under the Community Reinvestment Act (the “ CRA ). During any period that the Bank fails to satisfy this



requirement, the Corporation is prohibited from commencing any additional activity or acquiring control or shares of any
company that would otherwise be permissible for a financial holding company under Section 4 (k) of the BHC Act. The Bank
currently satisfies all of the foregoing conditions. Federal Banking RegulationFederal banking regulators, such as the FRB
FederalReserve-and the FDIC, may prohibit the institutions over which they have supervisory authority from engaging in
activities or investments that the agencies believe are unsafe or unsound banking practices. Federal banking regulators have
extensive enforcement authority over the institutions they regulate to prohibit or correct activities that violate law, regulation or
a regulatory agreement or which are deemed to be unsafe or unsound practices. Enforcement actions may include the
appointment of a conservator or receiver, the issuance of a cease and desist order, the termination of deposit insurance, the
imposition of civil money penalties on the institution, its directors, officers, employees and institution- affiliated parties, the
issuance of directives to increase capital, the issuance of formal and informal agreements, the removal of or additions to
restrictions on directors, officers, employees and institution- affiliated parties, and the enforcement of any such mechanisms
through restraining orders or other court actions. The Bank is subject to certain restrictions on extensions of credit to executive
officers, directors, and principal shareholders or any related interest of such persons, which generally require that such credit
extensions be made on substantially the same terms as those available to persons who are not related to the Bank and not
involve more than the normal risk of repayment. Other laws tie the maximum amount that may be loaned to any one customer
and its related interests to capital levels. As part of the Federal Deposit Insurance Corporation Improvement Act of 1991 (*
FDICIA ”), each federal banking regulator adopted non- capital safety and soundness standards for institutions under its
authority. These standards include internal controls, information systems and internal audit systems, loan documentation, credit
underwriting, interest rate exposure, asset growth, and compensation, fees and benefits. An institution that fails to meet those
standards may be reguired-10required by the agency to develop a plan acceptable to meet the standards. Failure to submit or
implement such a plan may +6-Fae-ef-Cententsmay-subject the institution to regulatory sanctions. We believe that the Bank
meets substantially all standards that have been adopted. FDICIA also imposes capital standards on insured depository
institutions. The CRA requires the FDIC, in connection with its examination of financial institutions within its jurisdiction, to
evaluate the record of those financial institutions in meeting the credit needs of their communities, including low and moderate
income neighborhoods, consistent with principles of safe and sound banking practices. These factors are also considered by all
regulatory agencies in evaluating mergers, acquisitions and applications to open a branch or facility. As of the date of its most
recent examination report, the Bank had a CRA rating of “ Satisfactory ”. The Bank is also subject to a variety of other laws and
regulations with respect to the operation of its business, including, but not limited to, the TILA / RESPA Integrated Disclosure
rule (“ TRID ”), Truth in Lending Act, the Real Estate Settlement Procedures Act, the Truth in Savings Act, the Equal Credit
Opportunity Act, the Electronic Funds Transfer Act, the Fair Housing Act, the Home Mortgage Disclosure Act, the Fair Debt
Collection Practices Act, the Fair Credit Reporting Act, Expedited Funds Availability (Regulation CC), Reserve Requirements
(Regulation D), Privacy of Consumer Information (Regulation P), Margin Stock Loans (Regulation U), the Right To Financial
Privacy Act, the Flood Disaster Protection Act, the Homeowners Protection Act, the Servicemembers Civil Relief Act, the
Telephone Consumer Protection Act, the CAN- SPAM Act, the Children’ s Online Privacy Protection Act, Bank Secrecy Act/
Anti- Money Laundering (“ BSA / AML ”) and Office of Foreign Assets Control (“ OFAC 7). Capital RequirementsWe require
capital to fund loans, satisfy our obligations under the Bank” s letters of credit, meet the deposit withdrawal demands of the
Bank’ s customers, and satisfy our other monetary obligations. To the extent that deposits are not adequate to fund our capital
requirements, we can rely on the funding sources identified below under the heading *“ Liquidity Management ”. As of
December 31, 20222023 |, the Bank had $ 140. 0 million available through unsecured lines of credit with correspondent banks,
$9-12 . 62 million available through a secured line of credit with the Federal Reserve Discount Window , $ 69. 5 million
available through the FFB’ s Bank Term Funding Program (“ BTFP ), and approximately $ $495-145 . 3-4 million available
through the Federal Home Loan Bank of Atlanta (“ FHLB ). Management is not aware of any demands, commitments, events
or uncertainties that are likely to materially affect our ability to meet our future capital requirements. In addition to operational
requirements, the Bank and the Corporation are subject to risk- based capital regulations, which were adopted and are monitored
by federal banking regulators. These regulations are used to evaluate capital adequacy and require an analysis of an institution’ s
asset risk profile and off- balance sheet exposures, such as unused loan commitments and stand- by letters of credit. Regulators
may require higher capital ratios when warranted by the particular circumstances or risk profile of a given banking organization.
In the current regulatory environment, banking organizations must stay well- capitalized in order to receive favorable regulatory
treatment on acquisition and other expansion activities and favorable risk- based deposit insurance assessments. Our capital
policy establishes guidelines meeting these regulatory requirements and takes into consideration current or anticipated risks as
well as potential future growth opportunities. In July 2019, the federal banking agencies adopted a final rule that simplifies
compliance with certain aspects of the capital rules. A majority of the simplifications apply solely to banking organizations that
are not subject to the advanced approaches capital rule. The rule simplified the application of regulatory capital treatment for
mortgage servicing assets, certain deferred tax assets arising from temporary differences, investments in the capital of
unconsolidated financial institutions, and capital issued by a consolidated subsidiary of a banking organization and held by third
parties (minority interest). In addition, the rule revised the treatment of certain acquisition, development, or construction
exposures. As of December 31, 2622-2023 , we were in compliance with the applicable requirements. Additionat-11Additional
information about our capital ratios is contained in “ Consolidated Balance Sheet Review  section of Item 7 of Part II of this
annual report under the heading ** Capital Resources ”. Prompt H-Fae-of ContentsPrompt-Corrective ActionThe Federal
Deposit Insurance Act (“ FDI Act ”) requires, among other things, the federal banking agencies to take “ prompt corrective
action ” in respect of depository institutions that do not meet minimum capital requirements. The FDI Act includes the following
five capital tiers: *“ well capitalized, ” “ adequately capitalized, ” “ undercapitalized, ” “ significantly undercapitalized ”” and “
critically undercapitalized. ” A depository institution’ s capital tier will depend upon how its capital levels compare with various



relevant capital measures and certain other factors, as established by regulation. The relevant capital measures are the total
capital ratio, the Tier 1 capital ratio and the leverage ratio. A bank will be (i) “ well capitalized  if the institution has a total
risk- based capital ratio of 10. 0 % or greater, a Tier 1 risk- based capital ratio of 6. 0 % or greater, and a leverage ratio of 5. 0 %
or greater, and is not subject to any order or written directive by any such regulatory authority to meet and maintain a specific
capital level for any capital measure, (ii) “ adequately capitalized ” if the institution has a total risk- based capital ratio of 8. 0 %
or greater, a Tier 1 risk- based capital ratio of 4. 0 % or greater, and a leverage ratio of 4. 0 % or greater and is not *“ well
capitalized ”, (iii) “ undercapitalized  if the institution has a total risk- based capital ratio that is less than 8. 0 %, a Tier 1 risk-
based capital ratio of less than 4. 0 % or a leverage ratio of less than 4. 0 %, (iv) “ significantly undercapitalized ” if the
institution has a total risk- based capital ratio of less than 6. 0 %, a Tier 1 risk- based capital ratio of less than 3. 0 % or a
leverage ratio of less than 3. 0 %, and (v) “ critically undercapitalized ” if the institution’ s tangible equity is equal to or less
than 2. 0 % of average quarterly tangible assets. An institution may be downgraded to, or deemed to be in, a capital category
that is lower than indicated by its capital ratios if it is determined to be in an unsafe or unsound condition or if it receives an
unsatisfactory examination rating with respect to certain matters. A bank’ s capital category is determined solely for the purpose
of applying prompt corrective action regulations, and the capital category may not constitute an accurate representation of the
bank’ s overall financial condition or prospects for other purposes. Following the 2010 enactment of the Dodd- Frank Wall
Street Reform and Consumer Protection Act (* Dodd- Frank Act ), the federal banking regulators implemented the Basel 111
regulatory framework on bank capital adequacy, stress testing, and market liquidity risk (the “ Basel III Capital Rules ™). The
Basel III Capital Rules revised the prompt corrective action requirements by (i) introducing the Common Equity Tier 1 (“ CET1
””) ratio requirement at each level (other than critically undercapitalized), with the required CET1 ratio being 6. 5 % for well-
capitalized status; (ii) increasing the minimum Tier 1 capital ratio requirement for each category (other than critically
undercapitalized), with the minimum Tier 1 capital ratio for well- capitalized status being 8 %; and (iii) eliminating the
provision that permitted a bank with a composite supervisory rating of 1 but a leverage ratio of at least 3 % to be deemed
adequately capitalized. The FDI Act generally prohibits a depository institution from making any capital distributions (including
payment of a dividend) or paying any management fee to its parent holding company if the depository institution would
thereafter be *“ undercapitalized. ” “ Undercapitalized ” institutions are subject to growth limitations and are required to submit a
capital restoration plan. The agencies may not accept such a plan without determining, among other things, that the plan is
based on realistic assumptions and is likely to succeed in restoring the depository institution’ s capital. In addition, for a capital
restoration plan to be acceptable, the depository institution’ s parent holding company must guarantee that the institution will
comply with such capital restoration plan. The bank holding company must also provide appropriate assurances of performance.
The aggregate liability of the parent holding company is limited to the lesser of (i) an amount equal to 5. 0 % of the depository
institution”’ s total assets at the time it became undercapitalized and (ii) the amount which is necessary (or would have been
necessary) to bring the institution into compliance with all capital standards applicable with respect to such institution as of the
time it fails to comply with the plan. If a depository institution fails to submit an acceptable plan, it is treated as if it is
significantly undercapitalized. ” Significantly undercapitalized ” depository institutions may be subject to a number of
requirements and restrictions, including orders to sell sufficient voting stock to become “ adequately capitalized, ” requirements
to reduce total assets, and cessation of receipt of deposits from correspondent banks. *“ Critically undercapitalized ™ institutions
are subject to the appointment of a receiver or conservator. Fhe-12The appropriate federal banking agency may, under certain
circumstances, reclassify a well- capitalized insured depository institution as adequately capitalized. The FDI Act provides that
an institution may be reclassified if the appropriate federal banking agency determines (after notice and opportunity for hearing)
that the institution is in an unsafe or unsound condition or deems the institution to be engaging in an unsafe or unsound practice.
The +2-Fae-of ContentsThe-appropriate agency is also permitted to require an adequately capitalized or undercapitalized
institution to comply with the supervisory provisions as if the institution were in the next lower category (but not treat a
significantly undercapitalized institution as critically undercapitalized) based on supervisory information other than the capital
levels of the institution. As of December 31, 2022-2023 , the Bank was and-the-Cerperationwere-" well capitalized ” based on
the aforementioned ratios. Liquidity RequirementsHistorically, the regulation and monitoring of bank liquidity has been
addressed as a supervisory matter, without required formulaic measures. The Basel III Capital Rules require banks to measure
their liquidity against specific liquidity tests that, although similar in some respects to liquidity measures historically applied by
banks and regulators for management and supervisory purposes, going forward would be required by regulation. One test,
referred to as the liquidity coverage ratio, is designed to ensure that the banking entity maintains an adequate level of
unencumbered high- quality liquid assets equal to the entity’ s expected net cash outflow for a 30- day time horizon (or, if
greater, 25 % of its expected total cash outflow) under an acute liquidity stress scenario. The other test, referred to as the net
stable funding ratio, is designed to promote more medium- and long- term funding of the assets and activities of banking entities
over a one- year time horizon. These requirements will incent banking entities to increase their holdings of securities issued by
the U. S. Department of the Treasury (the *“ Treasury ") and other sovereign debt as a component of assets and increase the use
of long- term debt as a funding source. Deposit InsuranceThe Bank is a member of the FDIC and pays an insurance premium to
the FDIC based upon its assessable deposits on a quarterly basis. Deposits are insured up to applicable limits by the FDIC and
such insurance is backed by the full faith and credit of the United States Government. The deposit insurance limit set by law is
currently $ 250, 000. The coverage limit is per depositor, per insured depository institution for each account ownership
category. The Federal Deposit Insurance Reform Act of 2005, which created the DIF, gave the FDIC greater latitude in setting
the assessment rates for insured depository institutions which could be used to impose minimum assessments. The FDIC has the
flexibility to adopt actual rates that are higher or lower than the total base assessment rates adopted without notice and comment,
if certain conditions are met. In October 2022, the FDIC adopted a final rule to increase the initial base deposit insurance
assessment rate schedules uniformly by two basis points beginning in the first quarterly assessment period of 2023. The



increased assessment is-was expected to improve the likelihood that the DIF reserve ratio would reach the statutory minimum of
1. 35 % by the statutory deadline prescribed under the FDIC’ s amended restoration plan. The FDIC is authorized to conduct
examinations of and require reporting by FDIC- insured institutions. It is also authorized to terminate a depository bank’ s
deposit insurance upon a finding by the FDIC that the bank’ s financial condition is unsafe or unsound or that the institution has
engaged in unsafe or unsound practices or has violated any applicable rule, regulation, order or condition enacted or imposed by
the bank’ s regulatory agency. The termination of deposit insurance for our bank subsidiary would have a material adverse effect
on our earnings, operations and financial condition. Bank-13Bank Secrecy Act / Anti- Money LaunderingThe Bank Secrecy Act
(“BSA ), which is intended to require financial institutions to develop policies, procedures, and practices to prevent and deter
money laundering, mandates that every national bank have a written, board- approved program that is reasonably designed to
assure and monitor compliance with the BSA. The 43-Fae-of ContentsThe-program must, at a minimum: (i) provide for a
system of internal controls to assure ongoing compliance; (i) provide for independent testing for compliance; (iii) designate an
individual responsible for coordinating and monitoring day- to- day compliance; and (iv) provide training for appropriate
personnel. In addition, state- chartered banks are required to adopt a customer identification program as part of its BSA
compliance program. State- chartered banks are also required to file Suspicious Activity Reports when they detect certain known
or suspected violations of federal law or suspicious transactions related to a money laundering activity or a violation of the BSA.
In addition to complying with the BSA, the Bank is subject to the Uniting and Strengthening America by Providing Appropriate
Tools Required to Intercept and Obstruct Terrorism Act of 2001 (the “ USA Patriot Act ). The USA Patriot Act is designed to
deny terrorists and criminals the ability to obtain access to the United States’ financial system and has significant implications
for depository institutions, brokers, dealers, and other businesses involved in the transfer of money. The USA Patriot Act
mandates that financial service companies implement additional policies and procedures and take heightened measures designed
to address any or all of the following matters: customer identification programs, money laundering, terrorist financing,
identifying and reporting suspicious activities and currency transactions, currency crimes, and cooperation between financial
institutions and law enforcement authorities. Dodd- Frank ActThe Dodd- Frank Act was enacted in July 2010 and significantly
restructured the financial regulatory regime in the United States. Although the Dodd- Frank Act’ s provisions that have received
the most public attention generally have been those applying to or more likely to affect larger institutions such as banks and bank
holding companies with total consolidated assets of $ 50 billion or more, it contains numerous other provisions that affect all
financial institutions, including the Bank. The Dodd- Frank Act established the Consumer Financial Protection Bureau (the
CFPB ”), discussed below, and contains a wide variety of provisions affecting the regulation of depository institutions, including
fair lending, fair debt collection practices, mortgage loan origination and servicing obligations, bankruptcy, military service
member protections, use of credit reports, privacy matters, and disclosure of credit terms and correction of billing errors. Local,
state and national regulatory and enforcement agencies continue efforts to address perceived problems within the mortgage
lending and credit card industries through broad or targeted legislative or regulatory initiatives aimed at lenders’ operations in
consumer lending markets. There continues to be a significant amount of legislative and regulatory activity, nationally, locally
and at the state level, designed to limit certain lending practices while mandating certain servicing procedures. Federal
bankruptcy and state debtor relief and collection laws, as well as the Servicemembers Civil Relief Act affect the ability of banks,
including the Bank, to collect outstanding balances. Moreover, the Dodd- Frank Act permits states to adopt stricter consumer
protection laws and states’ attorneys general may enforce consumer protection rules issued by the CFPB. U. S. financial
regulatory agencies have increasingly used a general consumer protection statute to address unethical or otherwise bad business
practices that may not necessarily fall directly under the purview of a specific banking or consumer finance law. Prior to the
Dodd- Frank Act, there was little formal guidance to provide insight to the parameters for compliance with the “ unfair or
deceptive acts or practices ” (“ UDAP ”) law. However, the UDAP provisions have been expanded under the Dodd- Frank Act
to apply to “ unfair, deceptive or abusive acts or practices ”, which has been delegated to the CFPB for supervision. The Dodd-
Frank Act has increased, and will likely continue to increase, our regulatory compliance burdens and costs and may restrict the
financial products and services that we offer to our customers in the future. Mertgage-14Mortgage Lending and ServicingThe
Bank’ s mortgage lending and servicing activities are subject to various laws and regulations that are enforced by the federal
banking regulators and the CFPB, such as the Truth in Lending Act, the Real Estate Settlement Procedures Act, and various
rules adopted thereunder, including those relating to consumer disclosures, appraisal requirements, mortgage originator
compensation, prohibitions on mandatory arbitration provisions under certain circumstances, and the obligation to credit
payments and provide payoft statements within certain time periods and provide certain notices prior to interest rate and
payment adjustments. The +4Fae-of-ContentsThe-Bank is required to make a reasonable and good faith determination based on
verified and documented information that a consumer applying for a mortgage loan has a reasonable ability to repay the loan
according to its terms. Qualified mortgages that-that are not “ higher- priced ” are afforded a safe harbor presumption of
compliance with the ability to repay rules, while qualified mortgages that are *“ higher- priced ” garner a rebuttable presumption
of compliance with the ability to repay rules. In general, a “ qualified mortgage ” is a mortgage loan without negative
amortization, interest- only payments, balloon payments, or a term exceeding 30 years, where the lender determines that the
borrower has the ability to repay, and where the borrower’ s points and fees do not exceed 3 % of the total loan amount.
Higher- priced ” mortgages must have escrow accounts for taxes and insurance and similar recurring expenses. Consumer
Lending — Military Lending ActThe Military Lending Act (the *“ MLA ”), which was initially implemented in 2007, was
amended and its coverage significantly expanded in 2015. The Department of Defense (the “ DOD ) issued a final rule under
the MLA that took effect on October 15, 2015, but financial institutions were not required to take action until October 3, 2016.
The types of credit covered under the MLA were expanded to include virtually all consumer loan and credit card products
(except for loans secured by residential real property and certain purchase- money motor vehicle / personal property secured
transactions). Lenders must now provide specific written and oral disclosures concerning the protections of the MLA to active



duty members of the military and dependents of active duty members of the military (“ covered borrowers ). The rule imposes
a 36 % “ Military Annual Percentage Rate ™ cap that includes costs associated with credit insurance premiums, fees for ancillary
products, finance charges associated with the transactions, and application and participation charges. In addition, loan terms
cannot include (i) a mandatory arbitration provision, (ii) a waiver of consumer protection laws, (iii) mandatory allotments from
military benefits, or (iv) a prepayment penalty. The revised rule also prohibits “ roll- over ” or refinances of the same loan
unless the new loan provides more favorable terms for the covered borrower. Lenders may verify covered borrower status using
a DOD databa%e or information pr0V1ded by Credlt bureau% We beheve that we are in compliance Wlth the revised rule

feﬂ&edt&t—ten—effeﬁs—F ederal Securmeq Laws and NASDAQ Rule%The Common Stock is reglqtered Wlth the SEC under Section
12 (b) of the Exchange and shares of the Common Stock are listed on the NASDAQ Global Select Market. The Corporation is
subject to information reporting requirements, proxy solicitation requirements, insider trading restrictions and other
requirements of the Exchange Act, including the requirements imposed under the federal Sarbanes- Oxley Act of 2002, and rules
adopted by NASDAQ. Among other things, loans to and other transactions with insiders are subject to restrictions and
heightened disclosure, directors and certain committees of the Board must satisfy certain independence requirements, the
Corporation must comply with certain enhanced +5-Fae-of-Contentsenhaneed-corporate governance requirements, and various
issuances of securities by the Corporation require shareholder approval. Governmental Monetary and Credit Policies and
Economic ControlsThe earnings and growth of the banking industry and ultimately of the Bank are affected by the monetary
and credit policies of governmental authorities, including the FRB Federal-Reserve-. An important function of the FRB Federat
Reserve-is to regulate the national supply of bank credit in order to control recessionary and inflationary pressures. Among the
instruments of monetary policy used by the FRB Federal-Reserve-to implement these objectives are open market operations in
U. S. Government securities, changes #15in the federal funds rate, changes in the discount rate of member bank borrowings,
and changes in reserve requirements against member bank deposits. These means are used in varying combinations to influence
overall growth of bank loans, investments and deposits and may also affect interest rates charged on loans or paid on deposits.
The monetary policies of the FRB Federal-Reserve-authorities have had a significant effect on the operating results of
commercial banks in the past and are expected to continue to have such an effect in the future. In view of changing conditions in
the national economy and in the money markets, as well as the effect of actions by monetary and fiscal authorities, including the
FRB FederalReserve-, no prediction can be made as to poqslble future changes in 1ntere§t rates, deposlt levelq loan demand or
their effect on our buqlnesseq and earnings. ,

employed -3-36—338 1nd1v1dua1§ of Whom 2—98—304 were full time employee% ITEM 1A. RISK FACTORSThe qlgnlﬁcant risks
and uncertainties related to us, our business and our securities of which we are aware are discussed below. Investors and
shareholders should carefully consider these risks and uncertainties before making investment decisions with respect to the
Corporation’ s securities. Any of these factors could materially and adversely affect our business, financial condition, operating
results and prospects and could negatively impact the market price of the Corporation’ s securities. If any of these risks
materialize, the holders of the Corporation’ s securities could lose all or part of their investments in the Corporation. Additional
risks and uncertainties that we do not yet know of, or that we currently think are immaterial, may also impair our business
operations. Investors and shareholders should also consider the other information contained in this annual report, including our
financial statements and the related notes, before making investment decisions with respect to the Corporation’ s securities.
Risks Relating to First United Corporation and its AffiliatesFirst United Corporation’ s future success depends on the successful
growth of its subsidiaries. The Corporation’ s primary business activity for the foreseeable future will be to act as the holding
company of the Bank and its other direct and indirect subsidiaries. Therefore, the Corporation’ s future profitability will depend
on the success and growth of these subsidiaries. The Bank’ s funding sources may prove insufficient to replace deposits and
support our future growth. The Bank relies on customer deposits, advances from the FHLB, lines of credit at other financial
institutions and brokered funds to fund our operations. Although the Bank has historically been able to replace maturing deposits
and advances if desired, no assurance can be given that the Bank would be able to replace such funds in the future if our
financial condition or the financial condition of the FHLB or market conditions were to change. Our financial flexibility could
+6-Fac-of-Contentswill-be severely constrained and / or our cost of funds wiHt-could increase if we are unable to maintain our
access to funding or if financing necessary to accommodate future growth is not available at favorable interest rates. If FinaHy;
#we are required to rely more heavily on more expensive funding sources to support future growth, then our revenues may not



increase proportionately to cover our costs. In that case, our profitability would be adversely affected . We may need to raise
capital in the future, and such capital may not be available when needed or at all. We may need to raise capital in the
future to provide it with sufficient capital resources and liquidity to meet our commitments and business needs including
complying with new regulatory capital rules, particularly if our asset quality or earnings were to deteriorate
significantly. Our ability to raise capital, if needed, will depend on, among other things, conditions in the capital markets
at that time, which are outside of our control, and our financial condition. Economic conditions and the loss of
confidence in financial institutions may limit access to certain customary sources of capital, and increase our cost of
raising capital. No assurance can be given that such capital will be available on acceptable terms or 16at all. Any
occurrence that may limit our access to the capital markets, such as a decline in the confidence of depositors, investors or
counterparties participating in the capital markets may adversely affect our capital costs and our ability to raise capital
and, in turn, our liquidity. Moreover, if we need to raise capital in the future, we may have to do so when many other
financial institutions are also seeking to raise capital and would have to compete with those institutions for investors. An
inability to raise additional capital on acceptable terms as and when needed could have a materially adverse effect on our
business, financial condition and results of operations. Our inability to generate liquidity in a timely manner may
adversely impact our ability to satisfy obligations associated with our financing, our operations and other components of
our business. Timely access to liquidity is essential to our business, and being able to meet obligations as they come due
and pay deposits when they are withdrawn is critical to ongoing operations. If we are unable to meet our payment
obligations on a daily basis, we may be subject to being placed into receivership, regardless of our capital levels. Our
primary sources of liquidity consist of cash and cash balances due from correspondent banks, excess reserves at the
Federal Reserve, loan repayments, federal funds sold and other short- term investments, maturities and monetization of
investment securities, cash provided by operating activities and new core deposits into the Bank. Our ability to obtain or
liquidate these primary sources of liquidity may be impacted by adverse economic conditions resulting from dynamic,
complex, and other foreseen and unforeseen inter- related factors and events in the economic environment. If we were to
rely on sales proceeds from the sale of investment securities within our portfolio in order to satisfy our obligations, we
may be adversely impacted by our ability to transact and settle such sales. Sales of investment securities in an unrealized
loss position would negatively affect our earnings and regulatory capital. In addition, in order to monetize our held- to-
maturity (“ HTM ”) securities, we expect to rely on pledging those securities for secured funding, and our liquidity may
be impaired if we are unable to timely pledge those or any other securities due to lack of available funding, operational
impediments or otherwise. Our industry is susceptible to the negative impact of limited access to short- term and / or
long- term sources of funds, which could result in a liquidity shortfall and / or impact our liquidity coverage ratio and
could have an adverse effect on our operations, financial condition and earnings. Our inability to access sources of
financing at terms that are favorable to us may result in an adverse effect on our business, financial condition, and
results of operations. Our liquidity could be adversely affected by any inability to access the debt or equity capital
markets, liquidity or volatility in those capital markets, the decrease in value of eligible collateral or increased collateral
requirements (including as a result of credit concerns for short- term borrowings), changes to our relationships with our
funding providers based on real or perceived changes in our risk profile, prolonged federal government shutdowns or
changes in regulations. Additionally, our liquidity may be negatively impacted by the unwillingness or inability of the
Federal Reserve to act as a lender of last resort. Our ability to raise additional financing depends on conditions in the
capital markets, economic conditions and a number of other factors, including investor perceptions regarding the
banking industry, market conditions and governmental activities and on our financial condition and performance.
Accordingly, we may be unable to raise additional financing if needed or on acceptable terms. 17The value of real estate
collateral may fluctuate significantly resulting in an under- collateralized loan portfolio. The market value of real estate,
particularly real estate held for investment, can fluctuate significantly in a short period of time as a result of market
conditions in the geographic area in which the real estate is located. If the value of the real estate serving as collateral for
the Corporation’ s loan portfolio were to decline materially, a significant part of the Corporation’ s loan portfolio could
become under- collateralized. If the loans that are collateralized by real estate become troubled during a time when
market conditions are declining or have declined, then, in the event of foreclosure, we may not be able to realize the
amount of collateral that we anticipated at the time of originating the loan. This could have a material adverse effect on
the Corporation’ s provision for credit losses and the Corporation’ s operating results and financial condition. The
Corporation is subject to lending risk, and the impacts of interest rate changes could adversely impact the Corporation.
There are inherent risks associated with the Corporation’ s lending activities. These risks include, among other things,
the impact of changes in interest rates and changes in the economic conditions in the markets where the Corporation
operates. Increases in interest rates and / or weakening economic conditions could adversely impact the ability of
borrowers to repay outstanding loans or the value of the collateral securing these loans. A substantial portion of the
Corporation’ s loan portfolio is comprised of residential and commercial real estate loans. The Corporation’ s
concentration of real estate loans may subject the Corporation to additional risk, as fluctuations in market value of
collateral and difficulty monitoring income- producing property serving as a source of repayment and collateral. Any of
these or other risks relating to real estate loans could adversely affect the collection by the Corporation of the
outstanding loan balances . Interest rates and other economic conditions will impact our results of operations. Our net income
depends primarily upon our net interest income. Net interest income is the difference between interest income earned on loans,
investments and other interest- earning assets and the interest expense incurred on deposits and borrowed funds. The level of net
interest income is primarily a function of the average balance of our interest- earning assets, the average balance of our interest-
bearing liabilities, and the spread between the yield on such assets and the cost of such liabilities. These factors are influenced



by both the pricing and mix of our interest- earning assets and our interest- bearing liabilities which, in turn, are impacted by
such external factors as the local economy, competition for loans and deposits, the monetary policy of the Federal Open Market
Committee of the FRB Federal-ReserveBoard-of-Governors-, and market interest rates. Different types of assets and liabilities
may react differently, and at different times, to changes in market interest rates. We expect that we will periodically experience
gaps in the interest rate sensitivities of our assets and liabilities. That means either our interest- bearing liabilities will be more
sensitive to changes in market interest rates than our interest- earning assets, or vice versa. When interest- bearing liabilities
mature or re- price more quickly than interest- earning assets, an increase in market rates of interest could reduce our net interest
income. Likewise, when interest- earning assets mature or re- price more quickly than interest- bearing liabilities, falling interest
rates could reduce our net interest income. We are unable to predict changes in market interest rates, which are affected by many
factors beyond our control, including inflation, deflation, recession, unemployment, money supply, domestic and international
events and changes in the United States and other financial markets. We also attempt to manage risk from changes in market
interest rates, in part, by controlling the mix of interest rate sensitive assets and interest rate sensitive liabilities. However,
interest rate risk management techniques are not exact. A rapid increase or decrease in interest rates could adversely affect our
results of operations and ﬁnan01al performance A8 ; ; ; ;

he-majority of our
business is concentrated in Maryland and West Virginia, rnuch of which 1nvolves real estate lendrng, soa dechne in the real
estate and credit markets could materially and adversely impact our financial condition and results of operations. Most of the
Bank’ s loans are made to borrowers located in Western Maryland and Northeastern West Virginia, and many of these loans,
including construction and land development loans, are secured by real estate. Accordingly, a decline in local economic
conditions would likely have an adverse impact on our financial condition and results of operations +7Fae-of
Contentseperations-, and the impact on us would likely be greater than the impact felt by larger financial institutions whose loan
portfolios are geographically diverse. We cannot guarantee that any risk management practices we implement to address our
geographic and loan concentrations will be effective to prevent losses relating to our loan portfolio. The Bank’ s concentrations
of commercial real estate loans could subject it to increased regulatory scrutiny and directives, which could force us to preserve
or raise capital and / or limit future commercial lending activities. The federal banking regulators believe that institutions that
have particularly high concentrations of CRE loans within their lending portfolios face a heightened risk of financial difficulties
in the event of adverse changes in the economy and CRE markets. Accordingly, through published guidance, these regulators
have directed institutions whose concentrations exceed certain percentages of capital to implement heightened risk management
practices appropriate to their concentration risk. The guidance provides that banking regulators may require such institutions to
reduce their concentrations and / or maintain higher capital ratios than institutions with lower concentrations in CRE. At
December 31, 26222023 , our CRE concentrations were below the heightened risk management thresholds set forth in this
guidance. The Bank may experience loan losses in excess of its allowance for tean-credit losses, which would reduce our
earnings. The risk of credit losses on loans varies with, among other things, general economic conditions, the type of loans
being made, the creditworthiness of the borrowers over the term of the loans and, in the case of collateralized loans, the value
and marketability of the collateral for the loans. Management of the Bank maintains an AE-ACL based upon, among other
things, historical experience, an evaluation of economic conditions and regular reviews of delinquencies and loan portfolio
quality. Based upon such factors, management makes various assumptions and judgments about the ultimate collectability of the
loan portfolio and provides the AAE-ACL based upon a percentage of the outstanding balances and for specific loans when their
ultimate collectability is considered questionable. If management’ s assumptions and judgments prove to be incorrect and the
AEE-ACL is inadequate to absorb future losses, or if the bank regulatory authorities require us to increase the AEE-ACL as a
part of its examination process, our earnings and capital could be significantly and adversely affected. Although management
continually monitors our loan portfolio and makes determinations with respect to the AEE-ACL , future adjustments may be
necessary if economic conditions differ substantially from the assumptions used or adverse developments arise with respect to
our non- performing or performing loans. Material additions to the AEE-ACL could result in a material decrease in our net
income and capital; and could have a material adverse effect on our financial condition. We depend on the accuracy and
completeness of information about customers and counterparties, and inaccurate, incomplete or misleading information
provided to us by these persons could cause us to suffer losses. In deciding whether to extend credit or enter into other
transactions, we rely on information furnished by or on behalf of customers and counterparties, including financial statements,
credit reports and other financial information. We also rely on representations of those customers, counterparties or other third
parties, such as independent auditors, as to the accuracy and completeness of that information. Reliance on inaccurate or
misleading financial statements, credit reports or other financial information could have a material adverse impact on our



business, financial condition and results of operations. ©8#+190ur accounting estimates and risk management processes rely on
analytical and forecasting models, the inadequacy of which could have a material adverse effect on our financial condition and /
or results of operations. The processes we use to estimate our ACL aHewanee-fordeantosses-and to measure the fair value of
financial instruments, as well as the processes used to estimate the effects of changing interest rates and other market measures
on our financial condition and results of operations, depends upon the use of analytical and forecasting models. These models
reflect assumptions that may not be accurate, particularly in times of market stress or other unforeseen circumstances. Even if
these assumptions are adequate, the models may prove to be inadequate or inaccurate because of other flaws in their design or
their implementation, including flaws caused by failures in controls, data management, human error or from the reliance on
technology. If the models we use for interest rate risk and asset- liability management are inadequate, we may incur increased or
unexpected losses upon changes in market interest rates or other market measures. If the models we use for estimating our
expected credit losses are inadequate, the ACL aHewanee-foreredittosses-may not be sufficient to support +8Fae-of
Contentssupport-future charge- offs. If the models we use to measure the fair value of financial instruments are inadequate, the
fair value of such financial instruments may fluctuate unexpectedly or may not accurately reflect what we could realize upon
sale or settlement of such financial 1n§trument§ Any such failure in our analytical or foreca%tmg models could have a materlal
adverse effect on our business, ; d : v pg-standa

ﬂ&a’eeﬂ&l—advefse—effeet—eﬁ—e&r—ﬁnancml condltlon and reiult% of operatlonq The Bank’ s lendlng actlvmes %ubject the Bank to
the risk of environmental liabilities. A significant portion of the Bank’ s loan portfolio is secured by real property. During the
ordinary course of business, the Bank may foreclose on and take title to properties securing certain loans. In doing so, there is a
risk that hazardous or toxic substances could be found on these properties. If hazardous or toxic substances are found, the Bank
may be liable for remediation costs, as well as for personal injury and property damage. Environmental laws may require the
Bank to incur substantial expenses and may materially reduce the affected property’ s value or limit the Bank’ s ability to use or
sell the affected property. In addition, future laws or more stringent interpretations or enforcement policies with respect to
existing laws may increase the Bank’ s exposure to environmental liability. Although the Bank has policies and procedures to
perform an environmental review before initiating any foreclosure action on real property, these reviews may not be sufficient to
detect all potential environmental hazards. The remediation costs and any other financial liabilities associated with an
environmental hazard could have a material adverse effect on our financial condition and results of operations. Fhe-Our
investment securities are subject to market vakie-ofrisk and credit risk that may have an adverse impact on our
inrvestments-eoutd-deeline-financial condition and results of operation . At December 31, 2622-2023 , investment securities in
our investment portfolio having a cost basis of $ +449-117 . 8-9 million and a market value of $ 425-97 . 9-2 million were
classified as available- for- sale pursuant to FASB Accounting Standards Codification (“ ASC ) Topic 320, Investments — Debt
and Equity Securities, relating to accounting for investments. Topic 320 requires that unrealized gains and losses in the
estimated value of the available- for- sale portfolio be “ marked to market ” and reflected as a separate item in sharecholders’
equity (net of tax) as accumulated other comprehensive loss. There can be no assurance that future market performance of our
investment portfolio will enable us to realize income from sales of securities. Shareholders’ equity will continue to reflect the
unrealized gains and losses (net of tax) of these investments. Moreover, there can be no assurance that the market value of our
investment portfolio will not decline, causing a corresponding decline in shareholders’ equity. Several factors could affect the
market value of our investment portfolio. These include, but are not limited to, changes in interest rates or expectations of
changes, the degree of volatility in the securities markets, inflation rates or expectations of inflation and the slope of the interest
rate yield curve (the yield curve refers to the differences between shorter- term and longer- term interest rates; a positively
sloped yield curve means shorter- term rates are lower than longer- term rates). Also, the passage of time will affect the market
values of our investment securities, in that the closer they are to maturing, the closer the market price should be to par value.
These and other factors may impact specific categories of the portfolio differently, and management cannot predict the effect
these factors may have on any specific category. 200ur +9-Fae-of-Contentskmpairmentofinvestment securities portfolio as a
whole is exposed to credit risk associated with rating agency downgrades and defaults of the issuers of those securities.
We measure expected credit losses on our investment portfolio through our CECL estimate. Increases to the provision
for credit losses would have a negative impact on our results of operations and regulatory capital ratios. Additionally , an
insufficient CECL provision may result in additional losses that would have an adverse impact on our results of
operations. The investment portfolio’ s performance, including the existence of unrealized and unrecognized losses in the
portfolio, also may create reputational risk for us, particularly in conjunction with the conditions of the banking
industry generally, that could result in deposit outflows or reduced access to funding, or negatively impact our ability to
attract and retain prospectlve customers. Impalrment of goodwill and other intangible assets ;-or deferred tax assets could
requ1re Chargeq to earnlngi Wthh Could result in a negative impact on our reiult% of operatlonq —In-assessing-whether-the




term-. Under current accountrng standards goodwill and other 1ntang1ble assets are subject to impairment tests on at least an
annual basis or more frequently if an event occurs or circumstances change that reduce the fair value of a reporting unit below
its carrying amount. A decline in the price of the shares of Common Stock or occurrence of a triggering event following any of
our quarterly earnings releases and prior to the filing of the periodic report for that period could, under certain circumstances,
cause us to perform a goodwill impairment test and result in an impairment charge being recorded for that period which was not
reflected in such earnings release. In the event that we conclude that all or a portion of our goodwill and other intangible assets
may be impaired, a non- cash charge for the amount of such impairment would be recorded to earnings. Such a charge would
have no impact on tangible capital. At December 31, 2822-2023 , we had recorded goodwill and other intangible assets of $ 12.
41 mrllron representrng approxrrnately -8—7 2—5 % of shareholders equlty -See—t-he—diseussteﬁ—uﬂder—the—headiﬂgLEs&mates

; g p her-information—At December 31,
%92—2—2023 our net deferred tax assets were valued at $ -1-9-11 6-1 million. Included in that total is $ 2 9—8 million of state net
operating loss carryforwards (“ NOLs ™) associated with separate company tax filings of the Corporation, which we do not
expect to use and, thus, we have established a $ 2. 9-8 million valuation allowance. A deferred tax asset is reduced by a
valuation allowance if, based on the weight of the evidence available, both negative and positive, including the recent trend of
quarterly earnings, the €empany-Corporation determines that it is more likely than not that some portion or all of the total
deferred tax asset will not be realized. Moreover, our ability to utilize our net operating loss carryforwards to offset future
taxable income may be significantly limited if we experience an “ ownership change, ” as determined under Section 382 of the
Internal Revenue Code of 1986, as amended (“ the Code ) . [f an ownership change were to occur, the limitations imposed
by Section 382 of the Code could result in a portion of our net operating loss carryforwards expiring unused, thereby impairing
their value. Section 382’ s provisions are complex, and we cannot predict any circumstances surrounding the future ownership
of the Common Stock. Accordingly, we cannot provide any assurance that we will not experience an ownership change in the
future. The impact of each of these impairment matters could have a material adverse effect on our business, results of
operations, and financial condition. Adverse developments affecting the financial services industry, such as actual events or
concerns involving liquidity, defaults, or non- performance by financial institutions or transactional counterparties, could
adversely affect our financial condition and results of operations. Financial services institutions are interrelated as a result of
trading, clearing, counterparty or other relationships, and we routinely execute transactions with counterparties in the financial
industry. Actual events involving limited liquidity, defaults, non- performance or other adverse developments that affect
financial institutions, transactional counterparties or other companies in the financial services industry or the financial services
industry generally, or concerns or rumors about any events of these kinds or other similar risks, have in the past and may in the
future lead to market- wide liquidity problems. Increases in bond interest rates have led to a significant decline in the fair value
of investment securities. Although the Treasury, the FDIC and the FRB have announced a-pregram-the BTFP to provide up to $
25 billion of loans to financial institutions secured by certain of such government- backed agency securities held by financial
institutions to mititgate the risk of petenttal-21potential losses on the sale of such instruments, widespread demands for
customer withdrawals or other liquidity needs of financial institutions for immediate liquidity might exceed the capacity of such
program. 26-Fae-The FRB announced in January 2024 that the BTFP will stop originating new loans on March 11, 2024,
as scheduled. The FRB also modified the terms of Contentsln-the program so that interest rate on reserve balances in
effect on the day the loan is made. In January 2024, prior to these announcements by the FRB, the Corporation
borrowed $ 40. 0 million through the BTFP at an interest rate of 4. 87 % and a maturity date in January 2025. In
addition to the risk that occurrence of such events could adversely impact our ability to engage in routine funding transactions,
they could also lead to losses or defaults by us or by other institutions, either of which could have a material adverse effect on
our business, results of operations and financial condition. Increases in FDIC insurance premiums may have a material adverse
effect on our results of operations. In general, we are unable to control the amount of preimums-—- premiums that are required to
be paid for FDIC insurance. In October 2022, the FDIC finalized a rule to increase the assessment rate by two basis points
beginning in the first quarter of 2023. The increase in the assessment rate for banks is intended to increase the Deposit Insurance
Fund (* DIF) ” reserve ratio to 1. 35 %. In early March 2023, the FDIC was appointed receiver for two banks, in each case due
primarily to liquidity concerns at those institutions. Promptly following these events, the federal banking regulators announced
that the FDIC will use funds from the DIF PepesitinsuraneeFund-to ensure that all depositors of the two failed institutions are
made whole, at no cost to taxpayers. We anticipate that the FDIC will impose special assessments on all banks to replenish the
DIF BepesitdnsuraneeFuand-. As a result of these and / or other financial institution failures, we may be required to pay
significantly higher premiums than the levels currently imposed, as well as additional special assessments or taxes, which could
adversely affect earnings. Any future increases or required repayments in FDIC insurance premiums may materially adversely
affect our results of operations. We operate in a competitive environment, and our inability to effectively compete could
adversely and materially impact our financial condition and results of operations. We operate in a competitive environment,
competing for loans, deposits, and customers with commercial banks, savings associations and other financial entities.
Competition for deposits comes primarily from other commercial banks, savings associations, credit unions, money market and
mutual funds and other investment alternatives. Competition for loans comes primarily from other commercial banks, savings
associations, mortgage banking firms, credit unions and other financial intermediaries. Competition for other products, such as
securities products, comes from other banks, securities and brokerage companies, and other non- bank financial service
providers in our market area. Many of these competitors are much larger in terms of total assets and capitalization, have greater
access to capital markets, and / or offer a broader range of financial services than those that we offer. In addition, banks with a
larger capitalization and financial intermediaries not subject to bank regulatory restrictions have larger lending limits and are




thereby able to serve the needs of larger customers. In addition, changes to the banking laws over the last several years have
facilitated interstate branching, merger and expanded activities by banks and holding companies. For example, the federal
Gramm- Leach- Bliley Act (the “ GLB Act ) revised the BHC Act and repealed the affiliation provisions of the Glass- Steagall
Act of 1933, which, taken together, limited the securities and other non- banking activities of any company that controls an
FDIC insured financial institution. As a result, the ability of financial institutions to branch across state lines and the ability of
these institutions to engage in previously- prohibited activities are now accepted elements of competition in the banking
industry. These changes may bring us into competition with more and a wider array of institutions, which may reduce our ability
to attract or retain customers. Management cannot predict the extent to which we will face such additional competition or the
degree to which such competition will impact our financial conditions or results of operations. The banking industry is heavily
regulated; significant regulatory changes could adversely affect our operations. Our operations will be impacted by current and
future legislation and by the policies established from time to time by various federal and state regulatory authorities. The
Corporation is subject to supervision by the FRB Federal-Reserve-. The Bank 5-22is subject to supervision and periodic
examination by the Maryland €emmissterret-OFR of Financial Regulation, the West Virginia Division of Banking, and the
FDIC. Banking regulations, designed primarily for the safety of depositors, may limit a financial institution’ s growth and the
return to its investors by restricting such activities as the payment of dividends, mergers with or acquisitions by other
institutions, investments, loans and interest rates, interest rates paid on deposits, expansion of branch offices, and the offering of
securities or trust services. The Corporation and the Bank are also subject to capitalization guidelines established by federal law
and could be subject to enforcement actions to the extent that either is found by regulatory examiners to be undercapitalized. It
is not possible to predict what changes, if any, will be made to existing federal and state legislation and regulations or the effect
that such changes may have on our future business 2+Fae-of- Contentsbusiness-and earnings prospects. Management also cannot
predict the nature or the extent of the effect on our business and earnings of future fiscal or monetary policies, economic
controls, or new federal or state legislation. Further, the cost of compliance with regulatory requirements may adversely affect
our ability to operate profitably. The Consumer Financial Protection Bureau may continue to reshape the consumer financial
laws through rulemaking and enforcement of the prohibitions against unfair, deceptive and abusive business practices.
Compliance with any such change may impact our business operations. The Consumer Financial Protection Bureau (“ CFPB
) has broad rulemaking authority to administer and carry out the provisions of the Dodd- Frank Act with respect to financial
institutions that offer covered financial products and services to consumers. The CFPB has also been directed to adopt rules
identifying practices or acts that are unfair, deceptive or abusive in connection with any transaction with a consumer for a
consumer financial product or service, or the offering of a consumer financial product or service. The concept of what may be
considered to be an ““ abusive ” practice is fluid and can change based on politically- appointed leadership at the CFPB. We have
been required to dedicate significant personnel resources to address the compliance burdens imposed by the CFBP’ s adoption of
various rules, and the adoption of additional rules in the future would likely require us to dedicate even more resources.
Compliance with ever- evolving federal and state laws relating to the handling of information about individuals involves
significant expenditure and resources, and any failure by us or our vendors to comply may result in significant liability,
negative publicity, and / or an erosion of trust, which could materially adversely affect our business, results of
operations, and financial condition. We are subject to a number of U. S. federal, state, local and foreign laws and
regulations relating to consumer privacy and data protection. Under privacy protection provisions of the GLBA and its
implementing regulations and guidance, we are limited in our ability to disclose certain non- public information about
consumers to nonaffiliated third parties. The GLBA regulates, among other things, the use of certain information about
individuals (“ non- public personal information ”) in the context of the provision of financial services, including by banks
and other financial institutions. The GLBA includes both a “ Privacy Rule ”, which imposes obligations on financial
institutions relating to the use or disclosure of non- public personal information, and a “ Safeguards Rule ”, which
imposes obligations on financial institutions and, indirectly, their service providers to implement and maintain physical,
administrative and technological measures to protect the security of non- public personal financial information. Any
failure to comply with the GLBA could result in substantial financial penalties and significant reputational harm.
Multiple states have recently enacted, or are expected to enact, stringent privacy laws, not all of which exempt financial
institutions categorically. Many other states are currently reviewing or proposing the need for greater regulation of the
collection, sharing, use and other processing of information related to individuals for marketing purposes or otherwise,
and there remains increased interest at the federal level as well. Further, to comply with the varying state laws around
data breaches, we must maintain adequate security measures, which require significant investments in resources and
ongoing attention. Additionally, laws, regulations, and standards covering marketing, advertising, and other activities
conducted by telephone, email, mobile devices, and the internet are or may become applicable to our business, such as
the Telephone Consumer Protection Act, the CAN- SPAM Act, and similar state consumer protection and
communication privacy laws. We occasionally make telephone calls and / or send SMS text messages to customers. The
actual or perceived improper calling of customer phones and / or sending of text messages may subject us to potential
risks, including liabilities or claims relating to consumer protection laws such as the Telephone Consumer Protection
Act. Numerous class- action suits under 23federal and state laws have been filed in recent years against companies who
conduct telemarketing and / or SMS texting programs, with many resulting in multi- million- dollar settlements to the
plaintiffs. Any future such litigation against us could be costly and time- consuming to defend. In particular, the
Telephone Consumer Protection Act imposes significant restrictions on the ability to make telephone calls or send text
messages to mobile telephone numbers without the prior consent of the person being contacted. Federal or state
regulatory authorities or private litigants may claim that the notices and disclosures we provide, form of consents we
obtain or our outreach practices are not adequate or violate applicable law. This may in the future result in civil claims



against us. Claims that we have violated the Telephone Consumer Protection Act could be costly to litigate, whether or
not they have merit, and could expose us to substantial statutory damages or costly settlements. We also send marketing
messages via email and are subject to the CAN- SPAM Act. The CAN- SPAM Act imposes certain obligations regarding
the content of emails and providing opt- outs (with the corresponding requirement to honor such opt- outs promptly).
While we strive to ensure that all of our marketing communications comply with the requirements set forth in the CAN-
SPAM Act, any violations could result in the FTC seeking civil penalties against us. Moreover, we are considered a “ user
” of consumer reports provided by consumer reporting agencies under the FCRA, as amended by the Fair and Accurate
Credit Transactions Act. FCRA regulates and protects consumer information collected by consumer reporting agencies
and imposes specific obligations on “ users ” of consumer reports. Such obligations may include restricting the sharing
of information contained in a consumer report, notifying consumers when such reports are used to make an adverse
decision, and, in the context of completing employee background checks, providing a notice containing certain
disclosures to the consumer and obtaining their consent. Bank regulators and other regulations, including the Basel 111
Capital Rules, may require higher capital levels, impacting our ability to pay dividends or repurchase our stock. The capital
standards to which we are subject, including the standards created by the Basel III Capital Rules, may materially limit our ability
to use our capital resources and / or could require us to raise additional capital by issuing additional shares of Common Stock or
other equity securities. In addition, we could experience increases in deposits and assets as a result of other depository
institutions’ difficulties or failures, which would increase the capital that we are required to maintain to support such growth.
The issuance of additional equity securities to fund our capital needs could dilute existing stockholders. A material weakness o
signifieant-defieteney-in our disclosure or internal controls could have an adverse effect on us. The Corporation is required by
the Sarbanes- Oxley Act of 2002 to establish and maintain disclosure controls and procedures and internal control over financial
reporting. These control systems are intended to provide reasonable assurance that material information relating to the
Corporation is made known to our management and reported as required by the Exchange Act, to provide reasonable assurance
regarding the reliability and preparation of our financial statements, and to provide reasonable assurance that fraud and other
unauthorized uses of our assets are detected and prevented. We may not be able to maintain controls and procedures that are
effective at the reasonable assurance level. If that were to happen, our ability to provide timely and accurate information about
the Corporation, including financial information, to investors could be compromised and our results of operations could be
harmed. Moreover, if the Corporation or its independent registered public accounting firm were to identify a material weakness
orsignifieant-defieteney-in any of those control systems, our reputation could be harmed and investors could lose confidence in
us, which could cause the market price of the Corporation’ s stock to decline and / or limit the trading market for the shares of
the Common Stock. We may not be able to keep pace with developments in technology. We use various technologies in
conducting our businesses, including telecommunication, data processing, computers, automation, internet- based banking, and
debit cards. The financial services industry is continually undergoing rapid technological change with frequent introductions of
new technology- driven products and services. Our future success depends, in part, on our ability to address the needs of our
customers by using technology to provide products and services that-24that will satisfy customer demands, as well as to create
additional efficiencies in our operations. Many of our competitors have substantially greater resources to invest in technological
improvements. We may not be able to effectively implement new technology driven products and services or be successful in
marketing these products and services to our customers. In addition, our implementation of certain new technologies, such as
those related to artificial intelligence, automation and algorithms, in our business processes may have unintended consequences
due to their limitations or our failure to use them effectively. In addition, cloud technologies are also critical to the operation of
our systems, and our reliance on cloud QQ—Tae—e-Peenteﬂfsfeehﬂe}eg-tes— ———————— technologies is growing. Failure to successfully
keep pace with technological change affecting the financial services industry could have a material adverse effect on our
business, financial condition and results of operations. Our operational or communications systems or infrastructure may fail or
may be the subject of a breach or cyber- attack that, if successful, could adversely affect our business or disrupt business
continuity. Our business depends heavily on the use of computer systems, the Internet and other means of electronic
communication and recordkeeping to process, record, and monitor client transactions and to communicate with clients and other
institutions on a continuous basis. As client, industry, public, and regulatory expectations regarding operational and information
security have increased, our operational systems and infrastructure continue to be safeguarded and monitored for potential
failures, disruptions, and breakdowns, whether as a result of events beyond our control or otherwise. Our business, financial,
accounting, data processing, or other operating systems and facilities may stop operating properly or become disabled or
damaged as a result of a number of factors, including events that are wholly or partially beyond our control. For example, there
could be sudden increases in client transaction volume; electrical or telecommunications outages; natural disasters such as
earthquakes, tornadoes, floods, and hurricanes; disease pandemics; events arising from local or larger scale political or social
matters, including terrorist acts; occurrences of employee error, fraud, theft, or malfeasance; disruptions caused by technology
implementation, including hardware deployment and software updates; and, as described below, cyber- attacks. Although we
have business continuity plans and other safeguards in place, our operations and communications may be adversely affected by
significant and widespread disruption to our systems and infrastructure that support our businesses, clients, and teammates.
While we continue to evolve and modify our business continuity plans, there can be no assurance in an escalating threat
environment that they will be effective in avoiding disruption and business impacts. Our insurance may not be adequate to
compensate us for all resulting losses, and the cost to obtain adequate coverage may increase for us or the industry. Security
risks for financial institutions such as ours have dramatically increased in recent years in part because of the proliferation of new
technologies, the use of the internet and telecommunications technologies to conduct financial transactions, and the increased
sophistication, resources, and activities of hackers, terrorists, activists, industrial spies, insider bad actors, organized crime, and
other external parties, including nation state actors. In addition, to access our products and services, clients may use devices and /



or software that are beyond our control environment, which may provide additional avenues for attackers to gain access to
confidential information. Although we have information security procedures and controls in place, our technologies, systems,
networks, and clients' devices and software may become the target of cyber- attacks, information security breaches, business
email compromise, or information theft that could result in the unauthorized release, gathering, monitoring, misuse, loss,
change, or destruction of our or our clients' or teammates' confidential, proprietary, or other information (including personal
identifying information of individuals), or otherwise disrupt our or our clients' or our third parties' business operations. U. S.
financial institutions and financial service companies have reported breaches in the security of their websites or other systems,
including attempts to shut down access to their networks and / or systems in an attempt to extract compensation from them to
regain control. Financial institutions, including the Bank, have experienced distributed denial- of- service attacks, a sophisticated
and targeted attack intended to disable or degrade internet service or to sabotage systems. We and others in our industry are
regularly the subject of attempts by attackers to gain unauthorized access to our networks, systems, and data, or to obtain,
change, or destroy confidential data (including personal identifying information of individuals) through a variety of means,
including computer viruses, malware, business email compromise, and phishing-25phishing . These attacks may result in
unauthorized individuals obtaining access to our confidential information or that of our clients or teammates, or otherwise
accessing, compromising, damaging, or disrupting our systems or infrastructure. We are continuously developing and enhancing
our controls, processes, and practices designed to protect our systems, computers, software, data, and networks from attack,
damage, or unauthorized access. This continued development and enhancement will require us to expend additional resources,
including resources to investigate and remediate any information security vulnerabilities that may be detected. Despite our
ongoing investments in security resources, talent, and business practices, we are unable to assure that any security measures will
be effective. If 23-Fae-of-ContentsH-our systems and infrastructure were to be breached, compromised, damaged, or disrupted,
or if we were to experience a loss of our confidential information or that of our clients or teammates, we could be subject to
serious negative consequences, including disruption of our operations, damage to our reputation, a loss of trust in us on the part
of our clients, vendors or other counterparties, client or teammate attrition, reimbursement or other costs, increased compliance
costs, significant litigation exposure and legal liability, or regulatory fines, penalties or intervention. Any of these could
materially and adversely affect our results of operations, our financial condition, and / or our share price. A disruption, breach,
or failure in the operational systems or infrastructure of our third party vendors or other service providers, including as a result
of cyber- attacks, could adversely affect our business. Third parties perform significant operational services on our behalf. These
third parties with whom we do business or that facilitate our business activities, including exchanges, clearing houses, central
clearing counterparties, financial intermediaries, or vendors that provide services or security solutions for our operations, could
also be sources of operational and information security risk to us, including from breakdowns or failures of their own systems or
capacity constraints. In particular, operating our business requires us to provide access to client, teammate, and other sensitive
Company information to our contractors, consultants, and other third parties and authorized entities. Controls and oversight
mechanisms are in place that are designed to limit access to this information and protect it from unauthorized disclosure, theft,
and disruption. However, control systems and policies pertaining to system access are subject to errors in design, oversight
failure, software failure, human error, intentional subversion, or other compromise resulting in theft, error, loss, or inappropriate
use of information or systems to commit fraud, cause embarrassment to us or our executives or to gain competitive advantage. In
addition, regulators expect financial institutions to be responsible for all aspects of their performance, including aspects which
they delegate to third parties. If a disruption, breach, or failure in the system or infrastructure of any third party with whom we
do business occurred, then our business may be materially and adversely affected in a manner similar to if our own systems or
infrastructure had been compromised. As has been the case in other major system events in the U. S., our systems and
infrastructure may also be attacked, compromised, or damaged as a result of, or as the intended target of, any disruption, breach,
or failure in the systems or infrastructure of any third party with whom we do business. We may be subject to claims and the
costs of defensive actions, and such claims and costs could materially and adversely impact our financial condition and results of
operations. Our customers may sue us for losses due to alleged breaches of fiduciary duties, errors and omissions of employees,
officers and agents, incomplete documentation, our failure to comply with applicable laws and regulations, or many other
reasons. Also, our employees may knowingly or unknowingly violate laws and regulations. Management may not be aware of
any violations until after their occurrence. This lack of knowledge may not insulate us from liability. Claims and legal actions
will result in legal expenses and could subject us to liabilities that may reduce our profitability and hurt our financial
conditionThe loss of key personnel could disrupt our operations and result in reduced earnings. Our growth and profitability will
depend upon our ability to attract and retain skilled managerial, marketing and technical personnel. Competition for qualified
personnel in the financial services industry is intense, and there can be no assurance that we will be successful in attracting and
retaining such personnel. Our current executive officers provide valuable-26valuable services based on their many years of
experience and in- depth knowledge of the banking industry and the market areas we serve. Due to the intense competition for
financial professionals, these key personnel would be difficult to replace and an unexpected loss of their services could result in
a disruption to the continuity of operations and a possible reduction in earnings. We are a community banking organization and
our ability to maintain our reputation is critical to the success of our business. We are a community banking organization, and
our reputation is one of the most valuable components of our business. A key component of our business strategy is to rely on
our reputation for customer service and knowledge of local 24-Fae-of-Contentstoeal-markets to expand our presence by
capturing new business opportunities from existing and prospective customers in our current market and contiguous areas. 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. If our reputation is negatively affected by the actions of
our employees, by our inability to conduct our operations in a manner that is appealing to current or prospective customers, or



otherwise, our business and, therefore, our operating results may be materially adversely affected. We could be adversely
affected by risks associated with future acquisitions and expansions. Although our core growth strategy is focused around
organic growth, we may from time to time consider acquisition and expansion opportunities involving a bank or other entity
operating in the financial services industry. We cannot predict if or when we will engage in such a strategic transaction, or the
nature or terms of any such transaction. To the extent that we grow through an acquisition, we cannot assure investors that we
will be able to adequately and profitably manage that growth or that an acquired business will be integrated into our existing
businesses as efficiently or as timely as we may anticipate. Acquiring another business would generally involve risks commonly
associated with acquisitions, including: e increased capital needs; ® increased and new regulatory and compliance requirements;
e implementation or remediation of controls, procedures and policies with respect to the acquired business; ® diversion of
management time and focus from operation of our then- existing business to acquisition- integration challenges; ® coordination
of product, sales, marketing and program and systems management functions; e transition of the acquired business’ s users and
customers onto our systems; @ retention of employees from the acquired business; ® integration of employees from the acquired
business into our organization; e integration of the acquired business’ s accounting, information management, human resources
and other administrative systems and operations with ours; @ potential liability for activities of the acquired business prior to the
acquisition, including violations of law, commercial disputes and tax and other known and unknown liabilities; ® potential
increased litigation or other claims in connection with the acquired business, including claims brought by regulators, terminated
employees, customers, former stockholders, vendors, or other third parties; and e potential goodwill impairment. Our failure to
execute our acquisition strategy could adversely affect our business, results of operations, financial condition and future
prospects risks of unknown or contingent liabilities. New-27New lines of business, products or services may subject us to
additional risks. From time to time, we 1mplement new hnes of busrness or offer new products and seerces Wrthln ex1st1ng lines
Of busrness - A y

partlcularly in instances Where the markets are not fully developed. In developing and marketing new lines of business and / or
new products and services we invest significant time and resources. Initial timetables for the introduction and development of
new lines of business and / or new products or services may not be achieved and price and profitability targets may not prove
feasible. External factors, such as compliance with regulations, competitive alternatives, and shifting market preferences, may
also impact the successful implementation of a new line of business or a new product or service. Furthermore, any new line of
business, new product or service and / or new technology could have a significant impact on the effectiveness of our system of
internal controls. Failure to successfully manage these risks in the development and implementation of new lines of business,
new products or services and / or new technologies could have a material adverse effect on our business, financial condition and
results of operations. Increasing 25-Fae-of Contentsinereasing-scrutiny and evolving expectations from customers, regulators,
investors, and other stakeholders with respect to our environmental, social and governance practices may impose additional
costs on us or expose us to new or additional risks. Many companies are facing increasing scrutiny from customers, regulators,
investors, and other stakeholders related to their environmental, social and governance (“ ESG ) practices and disclosure.
Investor advocacy groups, investment funds and influential investors are also increasingly focused on these practices, especially
as they relate to the environment, health and safety, diversity, labor conditions and human rights. Increased ESG- related
compliance costs could result in increases to our overall operational costs. Failure to adapt to or comply with regulatory
requirements or investor or stakeholder expectations and standards could negatively impact our reputation, ability to do business
with certain partners, and our stock price. New government regulations could also result in new or more stringent forms of ESG
oversight and expanding mandatory and voluntary reporting, diligence, and disclosure. Climate change could have a material
adverse impact on us and our customers. Our business, as well as the operations and activities of our customers, could be
negatively impacted by climate change. Climate change presents both immediate and long- term risks to us and our customers
and these risks are expected to increase over time. Climate changes presents multi- faceted risks, including (i) operational risk
from the physical effects of climate events on our facilities and other assets as well as those of our customers; (ii) credit risk
from borrowers with significant exposure to climate risk; and (iii) reputational risk from stakeholder concerns about our
practices related to climate change, our carbon footprint and our business relationships with customers who operate in carbon-
intensive industries. Our business, reputation and ability to attract and retain employees may also be harmed if our response to
climate change is perceived to be ineffective or insufficient. Climate change exposes us to physical risk as its effects may lead to
more frequent and more extreme weather events, such as prolonged droughts or flooding, tornados, hurricanes, wildfires and
extreme seasonal weather; and longer- term shifts, such as increasing average temperatures, ozone depletion and rising sea
levels. Such events and long- term shifts may damage, destroy or otherwise impact the value or productivity of our properties
and other assets; reduce the availability of insurance; and / or disrupt our operations and other activities through prolonged
outages. Such events and long- term shifts may also have a significant impact on our customers, which could amplify credit risk
by diminishing borrowers' repayment capacity or collateral values, and other businesses and counterparties with whom we
transact, which could have a broader impact on the economy, supply chains and distribution networks. Climate change also
exposes us to transition risks associated with the transition to a less carbon- dependent economy. Transition risks may result
from changes in policies; laws and regulations; technologies; and / or market preferences to address climate change. Such
changes could materially, negatively impact our business, results of operations, financial condition and / or our reputation, in
addition to having a similar impact on our customers. We have customers who operate in carbon- intensive industries like oil
and gas that are exposed to climate risks, such as those risks retated-28related to the transition to a less carbon- dependent
economy, as well as customers who operate in low- carbon industries that may be subject to risks associated with new
technologies. Federal and state banking regulators and supervisory authorities, investors and other stakeholders have
increasingly viewed financial institutions as important in helping to address the risks related to climate change both directly and



with respect to their customers, which may result in financial institutions coming under increased pressure regarding the
disclosure and management of their climate risks and related lending and investment activities. Given that climate change could
impose systemic risks upon the financial sector, either via disruptions in economic activity resulting from the physical impacts
of climate change or changes in policies as the economy transitions to a less carbon- intensive environment, we face regulatory
risk of increasing focus on our resilience to climate- related risks, including in the context of stress testing for various climate
stress scenarios. Ongoing legislative or regulatory uncertainties and changes regarding climate risk management and practices
may result in higher regulatory, compliance, credit and reputational risks and costs. Risks 26-Fae-ef-ContentsRisks-Relating to
First United Corporation’ s SecuritiesThe shares of Common Stock are not insured. The shares of the Common Stock are not
deposits and are not insured against loss by the FDIC or any other governmental or private agency. The shares of Common
Stock are not heavily traded. Shares of the Common Stock are listed on the NASDAQ Global Select Market but are not heavily
traded. Securities that are not heavily traded can be more volatile than stock trading in an active public market. Factors such as
our financial results, the introduction of new products and services by us or our competitors, changes in the financial estimates
by securities analysts, market conditions within the banking industry, the general state of the securities market, general
economic condition, and investor speculation as to our future plans and strategies could have a significant impact on the market
price and trading volume of the shares of Common Stock. Likewise, events that are unrelated to the Corporation but that affect
the equity markets generally, such as national or international health crises, wars, political instability, the loss of investor or
depositor confidence due to the failure of one or more financial institutions, and similar factors, could also have a significant
impact on the market price and trading volume of the shares of Common Stock. Management cannot predict the extent to which
an active public market for shares of Common Stock will develop or be sustained in the future. Accordingly, shareholders may
not be able to sell their shares at the volumes, prices, or times that they desire. Significant sales of shares of Common Stock, or
the perception that significant sales may occur in the future, could adversely affect the market price of shares of Common Stock.
The sale of a substantial number of shares of the Common Stock could adversely affect the market price of such shares. The
availability of shares for future sale could adversely affect the prevailing market price of shares of Common Stock and could
cause the market price of such shares to remain low for a substantial amount of time. In addition, the Corporation may grant
equity awards under its equity compensation plans from time to time in effect, including fully- vested shares of Common Stock.
It is possible that if a significant percentage of such available shares were attempted to be sold within a short period of time, the
market for the shares would be adversely affected. Management cannot predict whether the market for shares of Common Stock
could absorb a large number of attempted sales in a short period of time, regardless of the price at which they might be offered.
Even if a substantial number of sales do not occur within a short period of time, the mere existence of this “ market overhang
could have a negative impact on the market for the common stock and our ability to raise capital in the future. Fhe-29The
Corporation’ s ability to pay dividends on the common stock is subject to the terms of the outstanding TPS Debentures, which
prohibit the Corporation from paying dividends during an interest deferral period. In March 2004, the Corporation issued
approximately $ 30. 9 million, in the aggregate, of junior subordinated debentures (“ TPS Debentures ”) to the Trusts in
connection with the Trusts’ sales to third party investors of $ 30. 0 million, in the aggregate, in mandatorily redeemable
preferred capital securities. The terms of the TPS Debentures require the Corporation to make quarterly payments of interest to
the Trusts, as the holders of the TPS Debentures, although the Corporation has the right to defer payments of interest for up to
20 consecutive quarterly periods, and the Corporation has exercised this deferral right in the past. An election to defer interest
payments does not constitute an event of default under the terms of the TPS Debentures. The terms of the TPS Debentures
prohibit the Corporation from declaring or paying any dividends or making other distributions on, or from repurchasing,
redeeming or otherwise acquiring, any shares of its capital securities, including the common stock, if the Corporation elects to
defer quarterly interest payments under the TPS Debentures. In addition, a deferral election will require the Trusts to likewise
defer the payment of quarterly dividends on their related trust preferred securities. Applicable 27-Fae-of-ContentsApplieable
banking and Maryland laws impose additional restrictions on the ability of the Corporation and the Bank to pay dividends and
make other distributions on their capital securities, and, in any event, the payment of dividends is at the discretion of the boards
of directors of the Corporation and the Bank. In the past, the Corporation has funded dividends on its capital securities using
cash received from the Bank, and this will likely be the case for the foreseeable future. No assurance can be given that the Bank
will be able to pay dividends to the Corporation for these purposes at times and / or in amounts requested by the Corporation.
Both federal and state laws impose restrictions on the ability of the Bank to pay dividends. Under Maryland law, a state-
chartered commercial bank may pay dividends only out of undivided profits or, with the prior approval of the Maryland
Commissioner, from surplus in excess of 100 % of required capital stock. If, however, the surplus of a Maryland bank is less
than 100 % of its required capital stock, cash dividends may not be paid in excess of 90 % of net earnings. In addition to these
specific restrictions, bank regulatory agencies have the ability to prohibit proposed dividends by a financial institution which
would otherwise be permitted under applicable regulations if the regulatory body determines that such distribution would
constitute an unsafe or unsound practice. Banks that are considered “ troubled institution ” are prohibited by federal law from
paying dividends altogether. Notwithstanding the foregoing, shareholders must understand that the declaration and payment of
dividends and the amounts thereof are at the discretion of the Corporation’ s Board of Directors. Thus, even at times when the
Corporation is not prohibited from paying cash dividends on its capital securities, neither the payment of such dividends nor the
amounts thereof can be guaranteed. The Corporation’ s Articles of Incorporation and Bylaws and Maryland law may discourage
a corporate takeover. The Corporation” s Amended and Restated Articles of Incorporation (the *“ Charter ”’) and its Amended and
Restated Bylaws (the “ Bylaws ) contain certain provisions designed to enhance the ability of the Corporation’ s Board of
Directors to deal with attempts to acquire control of the Corporation. First, the Board of Directors is classified into three classes.
Directors of each class serve for staggered three- year periods, and no director may be removed except for cause, and then only
by the affirmative vote of either a majority of the entire Board of Directors or a majority of the outstanding voting stock.



Although the Corporation’ s board has amended the Bylaws to eliminate this classified Board structure, the declassification will
not be fully phased in until after the 2024 annual meeting of shareholders. Second, the Board has the authority to classify and
reclassify unissued shares of stock of any class or series of stock by setting, fixing, eliminating, or altering in any one or more
respects the preferences, rights, voting powers, restrictions and qualifications of, dividends on, and redemption, conversion,
exchange, and other rights of, such securities. The Board could use this authority, along with its authority to authorize the
issuance of securities of any class or series, to issue shares having terms favorable to management or to a person or persons
affiliated with or otherwise friendly to management. In addition, the Bylaws require any shareholder who desires to nominate a
director to abide by strict notice requirements. Maryland laws include provisions that could discourage a sale or takeover of the
Corporation. The Maryland Business Combination Act generally prohibits, subject to certain limited exceptions, corporations




