Risk Factors Comparison 2024-03-21 to 2023-03-24 Form: 10-K

Legend: New Text Remeved-Fext-Unchanged Text Moved Text Section

The material risks and uncertainties that management believes affect us are described below. Any of these risks, if they are
realized, could materially adversely affect our business, financial condition and results of operations, and consequently, the
market value of our common stock. Additional risks and uncertainties not currently known to us or that we currently believe to
be immaterial may also materially and adversely affect us. This Form 10- K also contains forward- looking statements that
involve risks and uncertainties. If any of the matters included in the following information about risk factors were to occur, our
business, financial condition, results of operations, cash flows or prospects could be materially and adversely affected. Matket
Risks Related to the Economy, Financial Markets, Interest Rates and Liquidity Our business and operations may be
materially adversely affected by weak economic conditions. Our business and operations, which primarily consist of banking
activities, including lending money to customers and borrowing money from customers in the form of deposits, are sensitive to
general business and economic conditions in the U. S. generally, and in the Washington, D. C. metropolitan area in particular.
The economic conditions in our local markets may be different from the economic conditions in the U. S. as a whole. If
economic conditions in the U. S. or any of our markets weaken, our growth and profitability from our operations could be
constrained. In addition, foreign economic and political conditions could affect the stability of global financial markets, which
could hinder economic growth. The current economic environment is characterized by rising interest rates as a result of
contractionary monetary policy which could impact our ability to attract deposits and to generate attractive earnings through our
loan and investment portfolios. All these factors can individually or in the aggregate be detrimental to our business, and the
1nterplay between these factors can be complex and unpredlctable Unfavorable market conditions sineluding-as-a-resalt-of
disrup an result in a deterioration in the credit quality of our
borrowers and the demand for our eu@feduets———— products and services, an increase in the number of loan delinquencies,
defaults and charge- offs, additional provisions for fean-credit losses, a decline in the value of our collateral, and an overall
material adverse effect on the quality of our loan portfolio. Our business is significantly affected by monetary and related
policies of the U. S. federal government and its agencies. Uncertainty about the federal fiscal policymaking process, the medium
and long- term fiscal outlook of the federal government, and future tax rates are concerns for businesses, consumers and
investors in the U. S. Changes in any of these policies are influenced by macroeconomic conditions and other factors that are
beyond our control. Adverse economic conditions and government policy responses to such conditions could have a material
adverse effect on our business, financial conditions and results of operations. We are subject to interest rate risk, which could
adversely affect our profitability. Our profitability, like that of most financial institutions, depends to a large extent on our net
interest income, which is the difference between our interest income on interest- earning assets, such as loans and investment
securities, and our interest expense on interest- bearing liabilities, such as deposits and borrowings. Interest rates are highly
sensitive to many factors that are beyond our control, including general economic conditions and policies of various
governmental and regulatory agencies and, in particular, the Federal Reserve. Changes in monetary policy, including changes in
interest rates, could influence not only the interest we receive on loans and securities and the interest we pay on deposits and
borrowings, but such changes could affect our ability to originate loans and obtain deposits, the fair value of our financial assets
and liabilities, and the average duration of our assets. If the interest rates paid on deposits and other borrowings increase at a
faster rate than the interest rates received on loans and other investments, our net interest income, and therefore earnings, could
be adversely affected. Earnings could also be adversely affected if the interest rates received on loans and other investments fall
more quickly than the interest rates paid on deposits and other borrowings. Any substantial, unexpected or prolonged change in
market interest rates could have a material adverse impact on our business, financial condition and results of operations. When
short- term interest rates rise, the rate of interest we pay on our interest- bearing liabilities may rise more quickly than the rate of
interest that we receive on our interest- earning assets, which may cause our net interest income to decrease. Additionally, a
shrinking yield premium between short- term and long- term market interest rates, a pattern usually indicative of investors'
waning expectations of future growth and inflation, commonly referred to as a flattening of the yield curve, typically reduces our
profit margin as we borrow at shorter terms than the terms at which we lend and invest. In addition, an increase in interest rates
could also have a negative impact on our results of operations by reducing the ability of borrowers to repay their current loan
obligations. These circumstances could not only result in increased loan defaults, foreclosures and charge- offs, but also reduce
collateral values and necessitate further increases to the allowance for Jean-credit losses, which could have a material adverse
effect on our business, financial condition and results of operations. Inflation can have an adverse impact on our business and on
our customers. In 2022 and continuing into 2023 , the United States experienced the highest rates of inflation since the 1980s.
In an effort to reduce inflation, the Federal Reserve increased the federal funds target rate seven times in 2022 and four times in
2023 from 0- 0. 25 % at the beginning of 2022 the-year-to 45 . 25 —4—-5 . 50 % as of December 31, 2622-2023 . Market interest
rates increased in response over-to the eourse-of the-year-Federal Reserve' s actions . Inflation generally increases the cost of
products and services we use in our business operations, as well as labor costs. We may find that we need to give higher than
normal raises to employees and start new employees at a higher wage. Furthermore, our clients are also affected by inflation and
the rising costs of products and services used in their households and businesses, which could have a negative impact on their
ability to repay their loans with us . Further rate hikes would continue to increase the cost of business investment and
consumer goods, which would place downward pressure on demand and cause declines in cash flow and profitability,
further impacting the ability of borrowers to repay their loans . As market interest rates rise, the value of our investment




securities generally decreases, although this effect can be less pronounced for floating rate instruments. Higher interest rates
reduce the demand for loans and increase the attractiveness of alternative investment and savings products, like U. S. Treasury
securities and money market funds, which can make it difficult to attract and retain deposits. Fransttionaway-from-Insufficient
liquidity could impair our ab111ty to fund operations and meet our obligations as the-they become due, and Lendon
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operations-. Liquidity is essential
frameworlto our business

't'h-tS-&l-H‘l-\\l l be aeh-reved—unable t0 meet or-our ﬁieet—eﬂr—obllgatlons as they become due because ot an mablllty to llqmddte
assets or obtain adequate funding at a reasonable cost,in a timely manner and without adverse conditions or consequences.We
require sufficient liquidity to fund asset growth,meet customer loan requests,customer deposit maturities and
withdrawals,payments on our debt obligations as they become due and other cash commitments under both normal operating
conditions and other unpredictable circumstances,including events causing industry or general financial market stress.Liquidity
risk can increase due to a number of factors,including an over- reliance on a particular source of funding or market- wide
phenomena such as market dislocation and major disasters .Factors that the-ise-could detrimentally impact access to liquidity
sources include ., but are not limited to, a decrease in the lcvel jand-volatitity-of EFIBOR-our business activity as a result of
a slowdown in our market, adverse regulatory actions against us, or changes in the liquidity needs of our depositors.
Market conditions or other interestrates-events could also negatively affect the level or cost of funding ., affecting or-our
ongoing ability to accommodate liability maturities and deposit withdrawals, meet contractual obligations, and fund
asset growth and new business transactions at a reasonable cost, in a timely manner, and without adverse consequences.
Our inability to raise funds through deposits, borrowings, the sale of loans, the-other value-sources, and our ability to
maintain sufficient deposits, could have a substantial negative effect on our business, and could result in the closure of
HIBOR-basedseeunrities-willnotthe Bank. Our access to funding sources in amounts adequate to finance our activities or
on acceptable terms could be adversely-impaired by factors that affeeted-- affect our organization specifically or the
financial services industry or economy in general . Any There-eentintesto-be-substantial uneertainty-, unexpected, and / or
prolonged change in the level or cost of llquldlty could 1mpa1r our ablllty to fund 0perat10ns and meet our obligations as
te—t-he—they become due t d W P

hnancml condmon and 1esu1ts ot operatlons We rely on customer dep051ts %&engetng—@@%%%—p&rr&e&ne—&nd—me&st&es

, including brokered deposits, and to a lesser extent on
advances from the F HLB and federal funds purchased to fund our operations. Although we have historically been able
to replace customer deposit withdrawals, maturing deposits, and advances if desired, we may not be able to replace such
funds in the future if our financial condition ,the financial condition of the FHLB or market conditions were to
change.FHLB borrowings and other current sources of Eiquidity-liquidity Risks-may not be available or,if
available,sufficient to provide adequate funding for operations. e may not be able to retain or grow our core deposit
base,which could adversely impact our funding costs.Like many financial institutions we rely on customer deposits as our
primary source of funding for our lending activities,and we continue to seek customer deposits to maintain this funding base.Our
future growth will largely depend on our ability to retain and grow our diverse deposit base.As of December 31, 2022-2023 ,we
had $ 1.83-85 billion in deposits and approximately 9 % of our deposits are derived from one customer relationship .Our
deposits are subject to potentially dramatic fluctuations in availability or price due to certain factors outside of our control,such
as increasing competitive pressures for deposits,changes in interest rates and returns on other investment classes,customer
perceptions of our financial health and genelal reputatlon —and adverse dev elopments in general economic conditions of an
individual' s business, and-a : Ot-g ally-which could result in
significant outflows of deposits within short perlods of time or significant chanues in pncmo necessary to maintain current
customer deposits or attract additional deposits. Additionally,negative news about us or the banking industry in general
could negatively impact market and / or customer perceptions of our company,which could lead to a loss of depositor
confidence and an increase in deposit withdrawals,particularly among those with uninsured deposits.Furthermore,as
many regional banking organizations experienced in 2023,the failure of other financial institutions may cause deposit
outflows as customers spread deposits among several different banks so as to maximize their amount of FDIC
insurance,move deposits to banks deemed “ too big to fail ” or remove deposits from the banking system entirely.As of
December 31,2023,approximately 31.1 % of our deposits were uninsured when excluding collateralized deposits,and we




rely on these deposits for liquidity. Any such loss of funds could result in lower loan originations and decrease in liquidity
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phenemena-sueh-as-and results of opuallons Recent negatlve developments affectmg the bankmg 1ndustry, and resultmg
media coverage, have eroded customer confidence in the banking system. The €OVD-—9-pandemie-has-closures of Silicon
Valley Bank and Signature Bank in March 2023, and First Republic Bank in May 2023, and concerns about similar
future events, have generated significant market volatility among publicly traded bank holding companies and, in
particular, regional banks. More recently, concerns about commercial real estate concentrations at regional and
community banks have exacerbated this volatility. These market developments have negatively impacted eeonomte
customer confidence in the safety and eemmeretat-aetivity-soundness of regional and community banks. As a result,
customers may choose to maintain deposits with larger financial markets-institutions or invest in higher yielding short-
term fixed income securities , bothglobatty-all of which could materially adversely impact the Company’ s liquidity, loan
funding capacity, net interest margin, capital and withinrresults of operations. While federal bank regulators took action
to ensure that depositors of the failed banks had access to the-their U—&ited—Sf&tes.—Measures—te—eeﬁ&'m—deposits, including
uninsured deposit accounts, the-there wirus;-is no guarantee that such as-stay—at—heme-orders-actions will be successful in
restoring customer confidence in regional and community banks and the banking system more broadly. Furthermore ,
there is travelrestrietions;-elostre-of non— no —essential-businesses;-oecupaney-timitations-guarantee that regional bank
failures or bank runs similar to the ones that occurred in 2023 will not occur in the future and seetal-distaneing
requirements-, if they were to occur, they may have a material and adverse impact on customer and investor confidence in
regional and community banks, negatively impacting the Company’ s liquidity, capital, resulted-results of operations and
stock price. Unrealized losses in our securities portfolio could affect liquidity. As market interest rates have increased,
we have experlenced swm ficant unreahzed losses on our avallable for sale securities portfoho business-and-operationat
Unreahzed losses related to avarlable for sale securrtres are reﬂected in accumulated other comprehensrve income in our
consolidated statements of condition and reduce the businessspending-and-unemploymentlevels— level have-improved
signifteantly-of our book capital and tangible common equity. However , the-economie-reeovery-has-beemruneven, with
-rne}ustrres—suc h unreahzed losses do not affect our regulatory capltal ratlos as—travel—eﬂ-tertarﬂﬂaeﬂt—hespﬁahty—&nd—feed

(-vu&—e&use—the*&l-ue—e-ﬁom investment securities pOlllO 10 by sellmg $ 102 5 mllhon in book value avallable- for— sale
securities with a weighted average rate of 1. 54 %, resulting in realized losses of $ 15. 6 million, which are expected to be
earned back over approximately 3 years. The net proceeds of the rebalancing were used to pay down FHLB advances
and fund newly originated loans. We actively monitor our available- for- sale securities portfolio and we do not
currently anticipate the need to realize material losses from the sale of securities for liquidity purposes. Furthermore, we
believe it is unlikely that we would be required to sell any such securities before recovery of their amortized cost basis,
which may be at maturity. Nonetheless, our access to liquidity sources could be affected by unrealized losses if securities
must be sold at a loss; tangible capital ratios contmue to decline from —eﬂrﬁ—aﬂd— an eause—mcrease in unrealized losses or
realized credit losses; the FHLB or #et-w y
sources reduce capacity; or bank regulators 1mpose restrictions on us that impact the level of interest rates we may pay
on deposits or our ability to access brokered deposits honoreommitments-to-tts- Additionally Any-one-of the-combination-of
events-deseribed-above-eotld-have-a-material- significant unrealized losses could negatively adverse-effeet-on-our-business;
finanetal-eonditton;-and-results-of operations—Credit Risks We are subject to credit risk, which could adversely affect our
profitability. Our business depends on our ability to successfully measure and manage credit risk. As a lender, we are exposed to
the risk that the principal of, or interest on, a loan will not be paid timely or at all or that the value of any collateral supporting a
loan will be insufficient to cover our outstanding exposure. In addition, we are exposed to risks with respect to the period of time
over which the loan may be repaid, risks relating to loan underwriting, risks resulting from changes in economic and industry
conditions, and risks inherent in dealing with individual loans and borrowers. The creditworthiness of a borrower is affected by
many factors including local market conditions and general economic conditions. If the overall economic climate in the U. S.
generally, or in our market areas specifically, experiences material disruption, ineluding-as-aresult-ofthe-COVID-—9-pandemie
and-related-disraptions;-our borrowers may experience difficulties in repaying their loans, the collateral we hold may decrease in




value or become illiquid, and our level of nonperforming loans, charge- offs and delinquencies could rise and require significant
additional provisions for fean-credit losses. Our risk management practices, such as monitoring the concentrations of our loans
and our credit approval, review and administrative practices, may not adequately reduce credit risk, and our credit administration
personnel, policies and procedures may not adequately adapt to changes in economic or any other conditions affecting related
customers and the quality of the loan portfolio. Many of our loans are made to small businesses that are less able to withstand
competitive, economic and financial pressures than larger borrowers. Consequently, we may have significant exposure if any of
these borrowers becomes unable to pay their loan obligations as a result of economic or market conditions, or personal
circumstances, such as divorce, unemployment or death. A failure to effectively measure and limit the credit risk associated with
our loan portfolio may result in loan defaults, foreclosures and additional charge- offs, and may necessitate that we significantly
increase our allowance for fean-credit losses, each of which could adversely affect our net income. As a result, our inability to
successfully manage credit risk could have a material adverse effect on our business, financial condition and results of
operations. A substantial portion of our loans are and will continue to be real estate related loans in the Washington, D. C.
metropolitan area. Adverse changes in the real estate market or economy in this area could lead to higher levels of problem
loans and charge- offs, adversely affecting our earnings and financial condition. We make loans primarily to borrowers in the
Washington, D. C. and Baltimore metropolitan areas, focusing on the Virginia counties of Arlington, Fairfax, Loudoun and
Prince William and the independent cities located within those counties, Washington D. C., and its Maryland suburbs, and have
a substantial portion of our loans secured by real estate. These concentrations expose us to the risk that adverse developments in
the real estate market, or in the general economic conditions in such areas, or the continuation of such adverse developments,
could increase the levels of nonperforming loans and charge- offs, and reduce loan demand and deposit growth. In that event,
we would likely experience lower earnings or losses. Additionally, if economic conditions in the area deteriorate, or there is
significant volatility or weakness in the economy or any significant sector of the area' s economy, our ability to develop our
business relationships may be diminished, the quality and collectability of our loans may be adversely affected, our provision for
{ean-credit losses may increase, the value of collateral may decline and loan demand may be reduced. Increases to our
nonperforming assets or other problem assets will have an adverse effect on our earnings. As of December 31, 2622-2023 , we
had nonperformmg loans and 10ans 90 days or more past due of $4-1 . 5—8 mrlhon or 0. %4—10 % of total loans net of deferred
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become 90 or more days past due and still accruing and move to nonaccrual toans-, we will not record interest income on such
loans, and may be required to reverse prior accruals, thereby adversely affecting our earnings. If the level of our nonperforming
or other problem assets increases, we may be required to make additional provisions for tean-credit losses, which will
negatively impact our earnings. If we are required to foreclose on any collateral properties securing our loans, we will incur
legal and other expenses in connection with the foreclosure and sale process and possible losses on the sale of other real estate
owned (" OREQ") or other collateral. Additionally, the resolution of nonperforming assets 7FBRs-and other problem assets
requires the active involvement of management, which can distract management from its overall supervision of operations and
other income producing activities. As of December 31, 2023, we had no OREQ. Our concentrations of loans may create a
greater risk of loan defaults and losses. A substantial portion of our loans are secured by various types of real estate in the
Washington, D. C. metropolitan area and substantially all of our loans are to borrowers in that area. At December 31, 2622-2023
,$6-87 . 3-7 % of our total loans were secured by real estate; commercial real estate loans, excluding construction and land
development, comprised the largest portion of these loans at 59. 87 % of our portfolio. This concentration exposes us to the risk
that adverse developments in the real estate market, or the general economic conditions in our market, could increase our
nonperforming loans and charge- offs, reduce the value of our collateral and adversely impact our results of operations and
financial condition. Management believes that the commercial real estate concentration risk is mitigated by diversification
among the types and characteristics of real estate collateral properties, sound underwriting practices, rigorous portfolio
monitoring and ongoing market analysis. Construction and land development loans comprised 8. 6-1 % of total loans at
December 31, 20222023 . Commercial and industrial loans, exeladingPPR;-comprised 43-11 . 2-8 %, of total loans at
December 31, 2622-2023 . These categories of loans have historically carried a higher risk of default than other types of loans,
such as single family residential mortgage loans. The repayment of these loans often depends on the successful operation of a
business or the sale or development of the underlying property, and, as a result, are more likely to be adversely affected by
adverse conditions in the real estate market or the economy in general. While we believe that our loan portfolio is well
diversified in terms of borrowers and industries, these concentrations expose us to the risk that adverse developments in the real
estate market, or in the general economic conditions in the Washington, D. C. metropolitan area, could increase the levels of
nonperforming loans and charge- offs, and reduce loan demand. In that event, we would likely experience lower earnings or
losses. Additionally, if, for any reason, economic conditions in our market area deteriorate, or there is significant volatility or
weakness in the economy or any significant sector of the area' s economy, our ability to develop our business relationships may
be diminished, the quality and collectability of our loans may be adversely affected, our provision for lean-credit losses may
increase, the value of collateral may decline and loan demand may be reduced. Commercial real estate loans tend to have larger
balances than single family mortgage loans and other consumer loans because repayment of the loans often depends on the
successful operation of the properties and the income stream of the borrowers . Because the loan portfolio contains a
significant number of commercial real estate loans with relatively large balances, the deterioration of one or a few of these loans
may cause a significant increase in nonperforming assets. Some segments have shown some signs of weakness as rising
expenses and debt costs and lower valuations have impacted credit quality metrics. Vacancy rates have risen in the office
sector, which is experiencing significant structural shifts that could take several years to fully materialize as remote work
practices normalize. An increase in nonperforming loans could result in a loss of earnings from these loans, an increase in the
provision for tean-credit losses, or an increase in loan charge- offs, which could have an adverse impact on our results of




operations and financial condition . Our portfolio of loans to small......, financial condition and results of operations . Regulatory
requirements affecting our loans secured by commercial real estate could limit our ability to leverage our capital and adversely
affect our growth and profitability. The federal banking agencies have issued guidance governing financial institutions that have
concentrations in commercial real estate lending. The guidance provides that institutions which have (i) total reported loans for
construction, land development, and other land loans which represent 100 % or more of an institution' s total risk- based capital;
or (ii) total reported commercial real estate loans, excluding loans secured by owner- occupied commercial real estate,
representing 300 % or more of the institution' s total risk- based capital, where the institution' s commercial real estate loan
portfolio has increased 50 % or more during the prior 36 months, are identified as having potential commercial real estate
concentration risk. Institutions which are deemed to have concentrations in commercial real estate lending are expected to
employ heightened levels of risk management with respect to their commercial real estate portfolios, and may be required to hold
higher levels of capital. We have a concentration in commercial real estate loans, and we have experienced significant growth in
our commercial real estate portfolio in recent years. As of December 31, 26222023 , commercial real estate loans, as defined for
regulatory purposes, represented 485-399 % of our total risk- based capital. Of those loans, commercial construction,
development and land loans represented 57 % of our total risk based capital. Owner- occupied commercial real estate loans
represented an additional 81 % of our total risk based capital. Management has extensive experience in commercial real estate
lending, and has implemented and continues to maintain heightened portfolio monitoring and reporting, and strong underwriting
criteria with respect to its commercial real estate portfolio. Nevertheless, we could be required to maintain higher levels of
capital as a result of our commercial real estate concentration, which could limit our growth, require us to obtain additional
capital, and have a material adverse effect on our business, financial condition and results of operations. . Our portfolio of loans
to small and mid- sized community- based businesses may increase our credit risk.Many of our commercial business and
commercial real estate loans are made to small business or middle market customers.These businesses generally have fewer
financial resources in terms of capital or borrowing capacity than larger entities and have a heightened vulnerability to economic
conditions.If general economic conditions in the market area in which we operate negatively impact this important customer
sector,our results of operations and financial condition may be adversely affected.Moreover,a portion of these loans have been
made by us in recent years and the borrowers may not have experienced a complete business or economic cycle.The
deterioration of our borrowers' businesses may hinder their ability to repay their loans with us,which could have a material
adverse effect on our financial condition and results of operations.Our government contractor customers,and businesses in the
Washington,D.C.metropolitan area in general,may be adversely impacted by the federal government and a budget impasse.At
December 31, 2823-2022 , H-13 . 8-2 % of our total loans were outstanding to commercial and industrial customers.Of
that,approximately 4740 . 9-3 % of outstanding commercial and industrial loans are to government contractors or their
subcontractors specializing in the defense and homeland security and defense readiness sectors,and we have commitments of $
3H-30S . 4-1 million to such borrowers.We are actively seeking to expand our exposure to this business segment. While we
believe that our loans to government contractor customers are unlikely to experience more than a delay in payment as a result of
government shutdowns,the current emphasis on defense readiness presents an opportunity for many of our customers.In the
event of a government shutdown,this could cause these customers to have their government contracts reduced or terminated for
convenience,or have payments delayed,causing a loss of anticipated revenues or reduced cash flow,resulting in an increase in
credit risk,and potentially defaults by such customers on their respective loans.Our government contractor customers could also
withdraw their deposit balances during a shutdown to fund current operations,resulting in additional liquidity
risk.Additionally,temporary layoffs,salary reductions or furloughs of government employees or government contractors could
have adverse impacts on other businesses in our market and the general economy of the Washington,D.C.metropolitan area,and
may indirectly lead to a loss of revenues by our customers.As a result,a government shutdown could lead to an increase in the
levels of past due loans,nonperforming loans,loan loss reserves and charge- offs,and a decline in liquidity. We have extended off-
balance sheet commitments to borrowers which expose us to credit and interest rate risk. We enter into off- balance sheet
arrangements in the normal course of business to meet the financing needs of our customers.These off- balance sheet
arrangements include commitments to extend credit,standby letters of credit and guarantees which would impact our liquidity
and capital resources to the extent customers accept or use these commitments.These instruments involve,to varying
degrees,elements of credit and interest rate risk in excess of the amount recognized in the balance sheet.Our exposure to credit
loss in the event of nonperformance by the other party to the financial instrument for commitments to extend credit and standby
letters of credit and guarantees written is represented by the contractual or notional amount of those instruments. We use the
same credit policies in making commitments and conditional obligations as we do for on- balance sheet instruments.Our
allowance for credit losses may be inadequate to absorb aetaat-losses inherent in the loan portfolio,which could have a material
adverse effect on our business,financial condition and results of operations.Experience in the banking industry indicates that a
portion of our loans will become delinquent,and that some may only be partially repaid or may never be repaid at all. We
matntain-may experience losses for reasons beyond our control,such as the impact of general economic conditions on
customers aﬁ—and thelr busmesses.ln determlmng the snze of our allowance for credit losses ir,we rely on an analysis of
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assumptions-tsed A-determining-the-a anee-. Although we endeavor to maintain our allowance for credit
losses at a 1evel adequate to absorb any inherent losses in the loan portfolio,the determination of the appropriate level of the
allowance for credit losses is inherently highly subjective and requires us to make significant estimates of and assumptions
regarding current credit risk and future trends,and the accuracy of our judgments depends on the outcome of future
events.Further,despite our underwriting criteria and historical experience,we may be particularly susceptible to losses due to:(i)
the geographic concentration of our loans,(ii) the concentration of higher risk loans,such as commercial real estate,and
commercial and industrial loans,and (iii) the relative lack of seasoning of certain of our loans.Deterioration of economic
conditions affecting borrowers,new information regarding existing loans,inaccurate management assumptions,identification of
additional problem loans and other factors,both within and outside of our control,may result in our experiencing higher levels of
nonperforming assets and charge- offs,and incurring credit losses in excess of our current allowance for credit losses,requiring
us to make material additions to our allowance for credit losses ,which could have a material adverse effect on our
business,financial condition and results of operations .Our federal and state banking regulators,as an integral part of their
supervisory function,periodically review the adegaaey-efour-allowance for credit losses. These regulatory agencies may require
us to increase our provision for credit losses or to recognize further loan charge- offs based upon their judgments,which may be
different from ours.If we need to make significant and unanticipated increases in the loss allowance in the future,or take
additional charge- offs for which we have not established adequate reserves,our results of operations and financial condition
could be materially adversely affected at that time.Lack of seasoning of our loan portfolio could increase risk of credit defaults
in the future.As a result of our organic growth over the past several years,as of December 31, 2823-2022 ,approximately $ 1. 86
05 billion,or 57-56 . 89 %.of the loans in our loan portfolio (excluding PPP loans) were first originated during the past three
years.The average age by loan type for loans originated in the past three years is:commercial real estate loans — 1. 76-30
years;commercial and industrial loans — 1. 45-46 years;commercial construction loans —4-0 . 44-89 years;consumer
residential loans — 1. $4-14 years;and consumer nonresidential loans — 1. 34-48 years.In general,loans do not begin to show
signs of credit deterioration or default until they have been outstanding for some period of time,a process referred to as"
seasoning." As a result,a portfolio of older loans will usually behave more predictably than a newer portfolio. Therefore,the
recent and current level of delinquencies and defaults may not represent the level that may prevail as the portfolio becomes
more seasoned and may not serve as a reliable basis for predicting the health and nature of our loan portfolio,including net
charge offs and the ratio of nonperforming assets in the future.Our limited experience with these loans may not provide us with a
significant history with which to judge future collectability or performance.However,we believe that our stringent credit
underwriting process,our ongoing credit review processes,and our history of successful management of our loan
portfolio,mitigate these risks.Nevertheless,if delinquencies and defaults increase,we may be required to increase our provision
for ereditloan losses,which could have a material adverse effect on our business,financial condition and results of
operations.Strategic Risks We operate in a highly competitive market and face increasing competition from a variety of
traditional and new financial services providers,which could adversely impact our profitability. The banking business is highly
competitive. We compete as a financial intermediary with other commercial banks,savings banks,credit unions,mortgage banking
firms,consumer finance companies,securities brokerage firms,insurance companies,money market mutual funds and other
financial institutions operating in the Washington,D.C.metropolitan area and elsewhere,as well as nontraditional competitors
such as fintech companies and internet- based lenders,depositories and payment systems.Our profitability depends upon our
continued ability to successfully compete with traditional and new financial services providers,some of which maintain a
physical presence in our market areas and others of which maintain only a virtual presence.Our primary market area is a highly
competitive,highly branched,banking market.Competition in the market area for loans to small and middle- market businesses
and professionals,our target market,is intense and pricing is important.Several of our competitors have substantially greater
resources and lending limits than us,and offer certain services,such as extensive and established branch networks and trust
services,that we do not currently provide or currently expect to provide in the near future.Moreover,larger institutions operating
in the Washington,D.C.metropolitan area may have access to borrowed funds at a-lower cost than will be available to
us.Additionally,deposit competition among institutions in the market area is strong.Increased competition could require us to
increase the rates we pay on deposits or lower the rates that we offer on loans,which could reduce our profitability.Our failure to
compete effectively in our market could restrain our growth or cause us to lose market share,which could have a material
adverse effect on our business,financial condition and results of operations.The success of our growth strategy depends,in
part,on our ability to identify and retain individuals with experience and relationships in our market.Our success depends,in large
part,on our management team and key employees.The loss of any of our management team or our key employees could
materially adversely affect our ability to execute our business strategy,and we may not be able to find adequate replacements on
a timely basis,or at all. We cannot ensure that we will be able to retain the services of any members of our management team or
other key employees.Failure to attract and retain a qualified management team and qualified key employees could have a
material adverse effect on our business,financial condition and results of operations.In order to continue to grow successfully,we
must also identify and retain experienced banking-loan officers with local expertise and relationships.We expect that
competition for experienced loan and-depestt-officers will continue to be intense and that there will be a limited number of
qualified loan officers with knowledge of,and experience in,the community banking industry in our market area.Even if we
identify individuals that we believe could assist us in building our franchise,we may be unable to recruit these individuals away
from their current banks.In addition,the process of identifying and recruiting loan officers with the combination of skills and
attributes required to catry out our strategy is often lengthy.Our inability to identify,recruit and retain talented personnel could
limit our growth and could adversely affect our business,financial condition and results of operations.The lack of acquisition
opportunities in the future,or our inability to successfully bid for such opportunities as are available,could result in a slower pace
of growth.We may not be able to successfully manage continued growth.As our capital base grows,so does our legal lending




limit. We cannot be certain as to our ability to manage increased levels of assets and liabilities,or to successfully make and
supervise higher balance loans.Further,we may not be able to maintain the relatively low number and level of nonperforming
loans and charge- offs that we have experienced. We may be required to make additional investments in
equipment,software,physical facilities and personnel to accumulate and manage higher asset levels and loan balances,which may
adversely impact earnings,shareholder returns,and our efficiency ratio.Increases in operating expenses or nonperforming assets
may have an adverse impact on the value of our common stock.There can be no assurance that we will be able to continue to
grow and to remain profitable in future periods,or,if profitable,that our overall earnings will remain consistent with our prior
results of operations,or increase in the future.A downturn in economic conditions in our market,particularly in the real estate
market,heightened competition from other financial services providers,an inability to retain or grow our core deposit
base,regulatory and legislative considerations,a failure to maintain adequate internal controls and compliance processes,and
failure to attract and retain high- performing talent,among other factors,could limit our ability to grow assets,or increase
profitability,as rapidly as we have in the past.Sustainable growth requires that we manage our risks by following prudent loan
underwriting standards,balancing loan and deposit growth without materially increasing interest rate risk or compressing
our net interest margin,maintaining more than adequate capital at all times,hiring and retaining qualified employees and
successfully implementing our strategic initiatives.Our failure to sustain our historical rate of growth or adequately
manage the factors that have contributed to our growth could have a material adverse effect on our earnings and
profitability and therefore on our business,financial condition and results of operations We may face risks with respect to
future expansion or acquisition activity. We selectively seek to expand our banking operations through limited de novo
branching or opportunistic acquisition activities. We cannot be certain that any expansion activity, through de novo branching,
acquisition of branches of another financial institution or a whole institution, or the establishment or acquisition of nonbanking
financial service companies, will prove profitable or will increase shareholder value. The success of any acquisition will depend,
in part, on our ability to realize the estimated cost savings and revenue enhancements from combining our business and that of
the target company. Our ability to realize increases in revenue will depend, in part, on our ability to retain customers and
employees, and to capitalize on existing relationships for the provision of additional products and services. If our estimates turn
out to be incorrect or we are not able to successfully combine companies, the anticipated cost savings and increased revenues
may not be realized fully or at all, or may take longer to realize than expected. It is possible that the integration process could
result in the loss of key employees, the disruption of each company' s ongoing business, diversion of management attention, or
inconsistencies in standards, controls, procedures and policies that adversely affect our ability to maintain relationships with
clients and employees or to achieve the anticipated benefits of the merger. As with any combination of banking institutions,
there also may be disruptions that cause us to lose customers or cause customers to withdraw their deposits. Customers may not
readily accept changes to their banking arrangements that we make as part of or following an acquisition. Additionally, the
value of an acquisition to us is dependent on our ability to successfully identify and estimate the magnitude of any asset quality
issues of acquired companies. We may not be successful in overcoming these risks or other problems encountered in connection
with potential acquisitions or other expansion activity. Our inability to overcome these risks could have an adverse effect on our
ability to implement our business strategy and enhance shareholder value, which, in turn, could have a material adverse effect on
our business, financial condition or results of operations. Additionally, at December 31, 2622-2023 , we had $ 7. 2 million of
goodwill related to our acquisition of Colombo. Goodwill and other intangible assets are tested for impairment on an annual
basis or when facts and circumstances indicate that impairment may have occurred. Our financial condition and results of
operations may be adversely affected if that goodwill is determined to be impaired, which would require us to take an
impairment charge. New lines of business, products, product enhancements or services may subject us to additional risk. From
time to time, we may implement new lines of business or offer new products and product enhancements as well as new services
within our existing lines of business. There are substantial risks and uncertainties associated with these efforts. In developing,
implementing or marketing new lines of business, products, product enhancements or services, we may invest significant time
and resources. We may underestimate the appropriate level of resources or expertise necessary to make new lines of business or
products successful or to realize their expected benefits. We may not achieve the milestones set in initial timetables for the
development and introduction of new lines of business, products, product enhancements or services, 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 ultimate implementation of a new line of business or offerings of new products,
product enhancements or services. Any new line of business, product, product enhancement or service could have a significant
impact on the effectiveness of our system of internal controls. We may also decide to discontinue businesses or products, due to
lack of customer acceptance or profitability. Failure to successfully manage these risks in the development and implementation
of new lines of business or offerings of new products, product enhancements or services could have a material adverse effect on
our business, financial condition and results of operations. Liquidity Risks We may not be able...... to provide adequate funding
for operations. Operational Risks We depend on information technology and telecommunications systems of third parties, and
any systems failures or interruptions could adversely affect our operations and financial condition. Our business depends on the
successful and uninterrupted functioning of our information technology and telecommunications systems. We outsource many
of our major systems, such as data processmg, dep051t processmg, 1oan orlglnatlon email and ant1 money 1aunder1ng
monitoring systems - 0 ata ; y
N&t—tena-l—l-n-feﬂﬁat—teﬁ—Sefﬁees—Iﬂe— The fallure of these systems or the terrmnatlon of a th1rd party software hcense or service
agreement on which any of these systems is based, could interrupt our operations, and we could experience difficulty in
implementing replacement solutions. In many cases, our operations rely heavily on secured processing, storage and transmission
of information and the monitoring of a large number of transactions on a minute- by- minute basis, and even a short interruption
in service could have significant consequences. Because our information technology and telecommunications systems interface




with and depend on third party systems, we could experience service denials if demand for such services exceeds capacity or
such third party systems fail or experience interruptions. If significant, sustained or repeated, a system failure or service denial
could compromise our ability to operate effectively, damage our reputation, result in a loss of customer business and subject us
to additional regulatory scrutiny and possible financial liability, any of which could have a material adverse effect on our
business, financial condition and results of operations. In addition, failure of third parties to comply with applicable laws and
regulations, or fraud or misconduct on the part of employees of any of these third parties, could disrupt our operations or
adversely affect our reputation. We are subject to cybersecurity risks and security breaches and may incur increasing costs in an
effort to minimize those risks and to respond to cyber incidents, and we may experience harm to our reputation and liability
exposure from security breaches. Our business involves the storage and transmission of customers' proprietary information and
security breaches could expose us to a risk of loss or misuse of this information, litigation and potential liability. While we have
incurred no material cyber- attacks or security breaches to date, a number of other financial services and other companies have
disclosed cyber- attacks and security breaches, some of which have involved intentional attacks. Attacks may be targeted at us,
our customers or both. Although we devote significant resources to maintain, regularly update and backup our systems and
processes that are designed to protect the security of our computer systems, software, networks and other technology assets and
the confidentiality, integrity and availability of information belonging to us or our customers, our security measures may not be
effective against all potential cyber- attacks or security breaches. Despite our efforts to ensure the integrity of our systems, it is
possible that we may not be able to anticipate, or implement effective preventive measures against, all security breaches of these
types, especially because the techniques used change frequently or are not recognized until launched, and because cyber- attacks
can originate from a wide variety of sources, including persons who are involved with organized crime or associated with
external service providers or who may be linked to terrorist organizations or hostile foreign governments. These risks may
increase in the future as we continue to increase our internet- based product offerings and expand our internal usage of web-
based products and applications. If an actual or perceived security breach occurs, customer perception of the effectiveness of our
security measures could be harmed and could result in the loss of customers. A successful penetration or circumvention of the
security of our systems,including those of third party providers or other financial institutions,or the failure to meet regulatory
requirements for security of our systems,could cause serious negative consequences,including significant disruption of our
operations,misappropriation of our confidential information or that of our customers,or damage to our computers or systems or
those of our customers or counterparties,significant increases in compliance costs (such as repairing systems or adding new
personnel or protection technologies),and could result in violations of applicable privacy and other laws,financial loss to us or to
our customers,loss of confidence in our security measures,customer dissatisfaction,significant litigation and regulatory
exposure,and harm to our reputation,all of which could have a material adverse effect on our business,financial condition and
results of operations. Failure to keep up with the rapid technological changes in the financial services industry could have a
material adverse effect on our competitive position and profitability. The financial services industry is undergoing rapid
technological changes, with frequent introductions of new technology driven products and services. The effective use of
technology increases efficiency and enables financial institutions to better serve customers and reduce costs. Our future success
will depend, in part, upon our ability to address the needs of our customers by using technology to provide products and services
that will satisfy customer demands for convenience, as well as to create additional efficiencies in our operations. Many of our
competitors have substantially greater resources to invest in technological improvements than we have. We may not be able to
implement new technology driven products and services effectively or be successful in marketing these products and services to
our customers. Failure to successfully keep pace with technological change affecting the financial services industry could harm
our ability to compete effectively and could have a material adverse effect on our business, financial condition or results of
operations. As these technologies are improved in the future, we may be required to make significant capital expenditures in
order to remain competitive, which may increase our overall expenses and have a material adverse effect on our business,
financial condition and results of operations. A successful penetration or circumvention of the...... financial condition and results
of operations. Our risk management framework may not be effective in mitigating risks and / or losses to us. Our risk
management framework is comprised of various processes, systems and strategies, and is designed to manage the types of risk
to which we are subject, including, among others, credit, market, liquidity, interest rate and compliance. Our framework also
includes financial or other modeling methodologies that involve management assumptions and judgment. Our risk management
framework may not be effective under all circumstances and may not adequately mitigate any risk or loss to us. If our risk
management framework is not effective, we could suffer unexpected losses and our business, financial condition, results of
operations or growth prospects could be materially and adversely affected. We may also be subject to potentially adverse
regulatory consequences. We are at risk of increased losses from fraud. Fraudulent activity that may be committed
against us or our customers may result in financial losses or increased costs to us. Criminals are committing fraud at an
increasing rate and are using more sophisticated techniques. Such fraudulent activity has taken many forms, ranging
from wire fraud, debit card fraud, check fraud, mechanical devices attached to ATMs, social engineering and phishing
attacks to obtain personal information, business email compromise, or impersonation of clients through the use of
falsified or stolen credentials. While we have policies and procedures, as well as fraud detection tools, designed to
prevent fraud losses, such policies, procedures and tools may be insufficient to accurately detect and prevent fraud. A
significant increase in fraudulent activities could lead us to take additional steps to reduce fraud risk, which could
increase our costs. Fraud losses may materially and adversely affect our business, financial condition, and results of
operations. We may be adversely affected by the soundness of other financial institutions. Our ability to engage in routine
funding transactions could be adversely affected by the actions and commercial soundness of other financial institutions.
Financial services companies are interrelated as a result of trading, clearing, counterparty and other relationships. As a result,
defaults by, or even rumors or questions about, one or more financial services companies, or the financial services industry



attetthreportifo-ta ey tor-404-ofthe-Surbanes—Oxdev-Actand-FP egulations-could have a material
adverse effect on our business, financial condition and results of operations. Litigation and regulatory actions, including possible
enforcement actions, could subject us to significant fines, penalties, judgments or other requirements resulting in increased
expenses or restrictions on our business activities. In the normal course of business, from time to time, we may be named as a
defendant in various legal actions, arising in connection with our current and / or prior business activities. Legal actions could
include claims for substantial compensatory or punitive damages or claims for indeterminate amounts of damages. Further, we
may in the future be subject to consent orders or other formal or informal enforcement agreements with our regulators. We may
also, from time to time, be the subject of subpoenas, requests for information, reviews, investigations and proceedings (both
formal and informal) by governmental agencies regarding our current and / or prior business activities. Any such legal or
regulatory actions may subject us to substantial compensatory or punitive damages, significant fines, penalties, obligations to
change our business practices or other requirements resulting in increased expenses, diminished income and damage to our
reputation. Our involvement in any such matters, whether tangential or otherwise, and even if the matters are ultimately
determined in our favor, could also cause significant harm to our reputation and divert management attention from the operation
of our business. Further, any settlement, consent order, other enforcement agreement or adverse judgment in connection with
any formal or informal proceeding or investigation by government agencies may result in litigation, investigations or
proceedings as other litigants and government agencies begin independent reviews of the same activities. As a result, the
outcome of legal and regulatory actions could have a material adverse effect on our business, financial condition and results of
operations. Increasing scrutiny and evolving expectations from customers, regulators, investors, and other stakeholders with
respect to environmental, social and governance (“ ESG ) practices may impose additional costs on us or expose us to new or
additional risks. Companies are facing increasing scrutiny from customers, regulators, investors, and other stakeholders related
to ESG practices and disclosure . In March 2024, the SEC adopted rules requiring public companies, such as the
Company, to provide climate- related disclosures in their annual reports and registration statements . [nvestor advocacy
groups, investment funds and influential investors are also increasingly focused on these practices, especially as they relate to
climate risk, hiring practices, the diversity of the work force, and racial and social justice issues. 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. Risks Related to Our Securities We may
need to raise additional capital in the future, and we may not be able to do so. Access to sufficient capital is critical in order to
enable us to implement our business plan, support our business, expand our operations and meet applicable capital requirements.
The inability to have sufficient capital, whether internally generated through earnings or raised in the capital markets, could
adversely impact our ability to support and to grow our operations. If we grow our operations faster than we generate capital
internally, we will need to access the capital markets. We may not be able to raise additional capital in the form of additional
debt or equity on acceptable terms, or at all. Our ability to raise additional capital, if needed, will depend on, among other
things, conditions in the capital markets at that time, our financial condition and our results of operations. Economic conditions
and a loss of confidence in financial institutions may increase our cost of capital and limit access to some sources of capital.
Further, 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 then have to compete with those institutions for investors. An inability to raise additional capital on
acceptable terms when needed could have a material adverse impact on our business, financial condition and results of
operations. We have no current plans to pay cash dividends. Holders of our common stock are entitled to receive only such
dividends as our board of directors may declare out of funds legally available for such payments. The Bank is our primary
operating business and the source of substantially all of our earnings, and our ability to pay dividends will be subject to the
earnings, capital levels, capital needs and limitations relating to the payment of dividends by the Bank to us. The amount of
dividends that a bank may pay is limited by state and federal laws and regulations. While we have sufficient retained earnings
and expect our future earnings to be sufficient to pay cash dividends, our board of directors currently intends to retain earnings
for the purpose of financing growth. In addition, we are a bank holding company, and our ability to declare and pay dividends to
our shareholders is dependent on federal regulatory considerations, including the guidelines of the Federal Reserve regarding
capital adequacy and dividends. It is the policy of the Federal Reserve that bank holding companies should generally pay
dividends on common stock only out of earnings, and only if prospective earnings retention is consistent with the organization' s
expected future needs, asset quality and financial condition. Risks Related to Our Industry We operate in a highly regulated
industry and the laws and regulations that govern our operations, corporate governance, executive compensation and financial
accounting or reporting, including changes in them or our failure to comply with them, may adversely affect our results of




operations. We are subject to extensive regulation and supervision that govern almost all aspects of our operations. These laws
and regulations, among other matters, prescribe minimum capital requirements, impose limitations on our business activities,
limit the dividends or distributions that we can pay, restrict the ability of institutions to guarantee our debt, and impose certain
specific accounting requirements that may be more restrictive and may result in greater or earlier charges to earnings or
reductions in our capital than US generally accepted accounting principles (" GAAP ") . Compliance with laws and
regulations can be difficult and costly, and changes to laws and regulations often impose additional compliance costs. We face
increasing regulation and supervision of our industry. The Dodd- Frank Act instituted major changes to the banking and
financial institutions regulatory regimes. Other changes to statutes, regulations, or regulatory policies, or supervisory guidance,
including changes in interpretation or implementation of statutes, regulations, policies or supervisory guidance, could affect us
in substantial and unpredictable ways. Such additional regulation and supervision has increased, and may continue to increase,
our costs and limit our ability to pursue business opportunities. Further, our failure to comply with these laws and regulations,
even if the failure was inadvertent or reflects a difference in interpretation, could subject us to restrictions on our business
activities, fines and other penalties, any of which could adversely affect our results of operations, capital base and the price of
our securities. Further, any new laws, rules and regulations could make compliance more difficult or expenswe or othemlse
adversely affect our business and financial condition. We ma aet-as-e : ; ; ;

We-are subject to an extensive body of
accountlng rules and best practlces Perlodlc changes to sueh rules may change the treatment and recognition of critical financial
line items and affect our profitability. The nature of our business makes us sensitive to the large body of accounting rules in the
U. S. From time to time, the governing bodies that oversee changes to accounting rules and reporting requirements may release
new guidance for the preparation of our financial statements. These Changes can mater1a11y 1mpact how we record and report
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required to apply a new or revised standard retroactlvely, resultmg in the restatement of prior perlod financial statements These
changes could adversely affect our capital, regulatory capital ratios, ability to make larger loans, earnings and performance
metrics. Any such changes could have a material adverse effect on our business, financial condition and results of operations.
Regulatory initiatives regarding bank capital requirements may require heightened capital. We are subject to capital adequacy
guidelines and other regulatory requirements specifying minimum amounts and types of capital that we must maintain. From
time to time, regulators implement changes to these regulatory capital adequacy guidelines. If we fail to meet these minimum
capital guidelines and / or other regulatory requirements, our financial condition would be materially and adversely affected. The
Basel III rules require bank holding companies and their subsidiaries to maintain significantly more capital as a result of higher
required capital levels and more demanding regulatory capital risk weightings and calculations. The Bank must also comply
with the capital requirements set forth in the *“ prompt corrective action ” regulations pursuant to Section 38 of the FDIA.
Satisfying capital requirements may require us to limit our banking operations, retain net income or reduce dividends to improve
regulatory capital levels, which could negatively affect our business, financial condition and results of operations. Our use of
third party vendors and our other ongoing third party business relationships are subject to increasing regulatory requirements
and attention. We regularly use third party vendors in our business and we rely on some of these vendors for critical functions
including, but not limited to, our core processing function. Third party relationships are subject to increasingly demanding
regulatory requirements and attention by bank regulators. We expect our regulators to hold us responsible for deficiencies in our
oversight or control of our third party vendor relationships and in the performance of the parties with which we have these
relationships. As a result, if our regulators conclude that we have not exercised adequate oversight and control over our third
party vendors or that such vendors have not performed adequately, we could be subject to administrative penalties or fines as
well as requirements for consumer remediation, any of which could have a material adverse effect on our business, financial
condition and results of operations. General Risks Severe weather, natural disasters, geopolitical conditions, acts of war or
terrorism, public health issues, and other external events could significantly impact our business. Severe weather, natural
disasters, geopolitical conditions, acts of war or terrorism, public health issues, and other adverse external events could have a
significant impact on our ability to conduct business. In addition, such events could affect the stability of our deposit base,
impair the ability of borrowers to repay outstanding loans, impair the value of collateral securing loans, cause significant
property damage, result in loss of revenue, and / or cause us to incur additional expenses. The occurrence of any such event in
the future could have a material adverse effect on our business, which, in turn, could have a material adverse effect on our
financial condition and results of operations.



