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1Total Stockholders’ equity, net of goodwill and other intangible assets, divided by the number of shares of common stock outstanding at year end.
2Noninterest expense as a percentage of total revenue (net interest income plus total noninterest income). Lower ratios indicate improved productivity. 
3As of December 31, 2022 and December 31, 2021 these ratio includes PPP loans of $187 thousand and $27.6 million, respectively.
4As of December 31, 2022 and December 31, 2021 these ratios exclude PPP loans, acquired loans and the associated purchase discount mark on the 
acquired loans from both Severn and Northwest.
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Dear Shareholders:

2022 was a very challenging year. Significant rate increases by the Federal Reserve created pricing challenges. We were also 
faced with a significant internal system conversion which was the final step in the integration of Severn Bank. We successfully 
completed the conversion in February. I am pleased to report that the conversion went very smoothly with minimal customer 
disruption. Despite the challenges, we are pleased with our 2022 results from operations.

Net income, excluding merger related expenses for 2022, was $32.7 million or $1.65 per diluted common share, compared 
to net income for 2021 of $21.2 million or $1.62 per diluted common share. Significant loan growth of 21% in 2022, coupled 
with a balance sheet positioned to weather the rising interest rate environment were the primary factors contributing to the 
improvement in net income.

On December 14th we announced a merger of equals with The Community Financial Corporation. The merger will create the 
third largest bank based in Maryland with approximately $6 billion in total assets. The combination of our organizations will 
provide us the ability to further enhance customer experiences and provide additional growth opportunities in MD and in our 
contiguous markets, while maintaining a strong well capitalized bank.  The combined bank will remain committed to providing 
community banking services to our customers. We are pleased to report that we have already received approvals from all 
banking regulators. We are currently awaiting approval from the SEC. We expect shareholder approval in mid-June and closing 
on or about July 1, 2023. 

During the first quarter of this year, the banking system experienced two bank failures which caused significant concern 
about the condition of the banking industry. These developments were in part due to factors specific to those banks. The swift 
and decisive action of the US and other global regulators restored confidence in the banking system. Shore United Bank has 
always focused on diversification, liquidity, and sound investment practices to ensure our customers and shareholders have a 
relationship built on trust and confidence. 

We want to thank our board of directors, shareholders, employees, and customers for their loyalty, and continued support.

Sincerely,

Lloyd L. Beatty, Jr.       Alan J. Hyatt
President & CEO, Shore United Bank & Shore Bancshares   Board Chairman
Lloyd L. Beatty, Jr.    an J. Hyatt
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We celebrated the “Twosday” palindrome date in a rather unique manner this past year.  On Tuesday, 2/22/22, we 
successfully united two very strong financial organizations and expanded the number of Shore United branch locations from 
22 to 29.  According to the Farmer’s Almanac, some cultures believe palindrome dates to be lucky.  

The successful conversion of the former Severn Bank accounts, customers, branches, and operating divisions into Shore 
United Bank was the result of extraordinary preparation, hard work, long hours, dedication, and commitment from all 
participants, and yes, maybe a little luck thrown in along the way also.   TEAMWORK has been and will continue to drive 
our success.  

Listed below are the highlights of our 
accomplishments:

• Integrated 168 employees 
• Rebranded seven branches 
• Prepared new marketing campaigns, 

collateral pieces, website content, 
and social media sites 

• Converted more than 10,000 
customers and related services 

• Transferred over 1.2 million files and 
1 TB of data 

• Integrated processes, procedures, 
and policies throughout the company 

• Developed new systems to enhance 
customer experience 

All while bringing value to every customer 
interaction and ensuring they receive 
exceptional service.    

Together we’ve accomplished much and together we have much to accomplish.

MERGER COMPLETED
Successful
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30 East Dover Street, Easton as a Ford dealership
Photo courtesy of:  The Talbot County Historical Society

This will be an extensive 

renovation project.  When 

completed in 2024, 30 E 

Dover Street will provide 

expanded office space for 

banking operations.  

circa

1920

Exhibit A

When the Hill family decided to sell the Hill’s Pharmacy 
building at 30 E Dover Street in Easton, Maryland, they 
approached Shore United Bank to see if we would be 
interested in acquiring the property.  The bank and Hill’s 
Pharmacy have been neighbors for several decades and the 
contiguous properties benefit the expansion of Shore United 
Bank as an anchor in the  downtown historic district.  

Significant upgrades and renovations are required to create 
a pleasant, effective and efficient work environment.  
Researching photos available through The Talbot County 
Historical Society, we  found a photo (circa 1920) of the 
building as a Ford dealership (Exhibit A). Using the photo as 
a guide we decided to proceed to restore the building to its 
roots.  Jo Anne Baker-Gebelein, AIA with Torchio Architects 
designed plans to modernize the building’s interior while 
maintaining historically significant features and restore its 
exterior (Exhibit B).  
 

30 East Dover Street

Exhibit B

HILL'S BUILDING RESTORATION
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Misty Newnam
Branch Operations Manager

Mary Foster
Commerce Branch Manager

Shore Leadership Program

Since 1997, the Shore Leadership program 
has been facilitating positive change through 
the development of a broad base of leaders 
and a network of private-public partnerships, 
fostering shared ownership and a regional 
approach to local issues.

Misty Newnam, Branch Operations Officer 
and Mary Foster, Commerce Branch 
Manager graduated from the 2022, Shore 
Leadership Program.  Misty and Mary join 
30 other Shore United Bank team members 
who have completed the program since its 
inception in 1997.

FUTURE LEADERS
At Shore United Bank, we provide our employees with 
opportunities for growth.  In addition to internally 
developed training programs, we help employees 
develop leadership skills by partnering with organizations that offer programs to increase 
performance, knowledge and skills through peer networking and leadership development.  
We are fortunate to have local programs, that focus on developing high-performing leaders: 
Maryland Bankers Association and Shore Leadership.  
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Maryland Bankers
Emerging Leaders Champion Program

Emerging Leaders is a yearlong professional development 
program tailored to meet the needs of Maryland banks 
and bankers.  The program is an opportunity to learn 
from industry and advocacy experts while participating in 
leadership development, community outreach and peer 
networking activities.

Kris Kozlowski, Owings Mills Branch Manager graduated 
from the 2021-2022 Emerging Leaders Champion 
Program.  Kris joins 14 other Shore United Bank team 
members who have completed the program since its 
inception in 2017.

    

Maryland Bankers School Program

Maryland Banking School is a multi-discipline, 
hands-on higher education program specifically for 
the financial services industry.  Over the course 
of three years, students work with top banking 
industry leaders to develop leadership, managerial 
and technical skills to enhance their individual and 
corporate performance. 

Abby Graves, Municipal Relationship Manager, 
graduated from the 2022 Maryland Banking School 
Program.  During graduation, Abby and program 
participant Stephanie Dulin, Deposit Operations 
Manager, were recognized for the Most Consumers 
Reached Award with 1,628 consumers reached. 
Abby joins more than 40 other Shore United Bank 
who have completed the program since its inception 
in 1975.  

 

Abigail Graves
Municipal Relationship Manager

Stephanie Dulin
Deposit Operations Manager

Kris Kozlowskki
Owings Mills Branch Manager
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LOCAL
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“
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“Thank you to your employee 

Hailey for being able to assist in 
donating gift cards for a family in 
need. We used these to buy warm 

winter clothes for the children. 
Thank you for giving to your 

community.” - Lily

“

”

 
“The lady in 

front of me at Dunkin’ 
Donuts bought my order for 

my coworkers and I. This was a 
very kind gesture and made this 

Christmas week even better. 
Thank you!” - Amanda

“

”

 
“Thank you for 

the gift card. It really 
means a lot to be with a bank 

that values our community. Truly 
making spirits bright at the most 

wonderful time of the year.” 
-Hannah

4000

06/99GOOD
THRU

DEBIT

4000    0000    0000    0000

We introduced a new branding 
campaign that involved every 
employee in our company. 
Beginning October 3 - December 
31, 2022, Visa gift cards were 
distributed to each employee 
to share kindness throughout 
our communities.  We asked 
employees when they were out 
and about in the community, 
shopping, picking up lunch or 
breakfast, to help “share the 
kindness” by paying for someone 
else’s coffee, lunch, groceries or 
gas.  As a result of those efforts, 
we received positive feedback  
and reviews from employees  
and customers.

SHARING KINDNESS

enough to care!
SMALL

BIG
 enough to help,g
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St. Michaels Team

We grow and succeed when our clients, employees 
and communities grow and succeed. On Earth Day 
in April, we hosted Customer Appreciation Day 
and distributed garden/ floral seed packets to thank 
customers for growing with us.  

During National Customer Service week in October, 
we honored customers and employees with random 
acts of kindness to show our gratitude.  Employees 
were celebrated with inspirational messages, treats 
and spirit days.

Customers were honored with snacks and small 
tokens of our appreciation when visiting our branches.  
Employees also offered lunch and learn events about 
our digital services to educate our customers on the 
convenience of banking with us.      

CUSTOMER APPRECIATION DAY

Customer
Appreciation

Day!
 

Thank you

for growing

with us!

NATIONAL CUSTOMER SERVICE WEEK

St. Michaels Branch 
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We believe we have a responsibility to use our talent, skills, and resources to create positive impact in our 
communities and improve people’s lives.  Preparing young people to make sound financial decisions is one 
way we positively impact our communities. 

Our employees helped students gain important life skills about managing money, entrepreneurship, and work 
readiness with hands on, interactive learning experiences and digital resources.  Through partnerships with 
EVERFI and Junior Achievement (JA) of the Eastern Shore and Central Maryland, we helped to provide 
financial literacy programs to students of all ages in our markets. 

JA Inspire is a two-day event connecting over 3,000 students with local businesses to get an insider’s 
perspective of what it is like to work in each industry.  Students connect with businesses and organizations in 
their region and learn skills and requirements needed to succeed in each field.   

Chris Honeman, 
Business Banking 

Relationship Manager, 
Volunteers at Junior 

Achievement Inspire Event

Junior 
Achievement  
of the Eastern Shore

™

FINANCIAL LITERACY

Employees Participate in the Junior 
Achievement Bowl-A-Thon to raise 

money for financial literacy programs. 
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600$11,250
CONSUMERS

EMPLOYEE VOLUNTEER HOURS TO
1403,298

ORGANIZATIONS

DONATED TO
420$483,451

ORGANIZATIONS

RANDOM ACTS OF KINDNESS SHARED WITH2022

Strong financial management skills are key to success for all ages and life stages.  In addition to our involvement with 
EVERFI and Junior Achievement, our employees presented to 25 organizations to help seniors, veterans, and young 
adults make smarter financial decisions in the future.  These educational presentations covered identity theft protection, 
fraud prevention, credit counseling, home buying and financial planning.

COMMUNITY IMPACT

STUDENT IMPACT

2022
SCHOOL 

YEAR

TOTAL
STUDENT 
IMPACT

Junior 
Achievement  
of the Eastern Shore

™

Students 
Reached

5,072

Online Learning 
Modules Completed

2,648

Dollars to Support 
Financial Literacy

$25,000

Hours dedicated to 
Improving Financial Literacy

768
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The Culture Committee was established to enhance a diverse and inclusive workforce to match our 
growing diverse communities and client base, and to foster an inspiring environment with passion, 
respect and collaboration in a workplace where all employees feel valued.

The Culture Committee is comprised of representatives 
throughout our company:  (Pictured left to right)

Jerray Slocum, Kimberly Johnson, Christine Hudson, Elijah 
Kitchen, Heather Bacher, Laura Reeder -Committee Chair, 
Cendra Wilson, Cassie Guy, Kris Kozlowski, Charmaine 
Wilson.  Not pictured: Sarah Andrew, and John Quick. 

Recent initiatives that demonstrate our commitment to 
Diversity, Equality and Inclusion (DEI) include:

• Customer account profile options that allow clients to represent their identity of choice
• Ensuring an unbiased and equitable employee application process 
• Creating an environment in our branches and other business locations where everyone feels welcomed
• Posting our Diversity and Inclusion statement on our website
• Incorporated DEI related educational programs in required employee training
• Promote employee awareness by including DEI related content in our company newsletter
• Enhancements to employee benefit programs and policies to eliminate biases
• Including DEI initiatives in our strategic planning process and discussions

THE CULTURE COMMITTEE

EXPANDING OUR FOOTPRINT

Shore United expanded coverage along the Atlantic Coast by opening two new full-service branches during 
2022.   Our newest branch in Ocean City is located directly on Coastal Highway and includes our Loan 
Production Office formerly located in West Ocean City, Maryland.  We entered Sussex County, DE with a 
location easily accessible off of Route 1 at Miller Road in Rehoboth Beach, DE.  The Rehoboth branch has a new 
Commercial & Business Lending team that occupies the second floor of this location.

 2 New Beach Locations  

new full service branches during

Beach Expansion

Ocean City, Maryland Rehoboth Beach, Delaware
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Dear Shareholders:

When the transaction is completed with The Community Financial Corporation, Lloyd L.“Scott” Beatty, Jr., our CEO, will  
be retiring.

Scott has served as the Company’s CEO for ten (10) years and has been a director since 2000.  In 2005 Scott joined the 
company as an executive officer and has served as the Chief Operating Officer, President and CEO. He served as a director 
of Talbot Bank and CNB, which ultimately merged, to form Shore United Bank.

In addition to leading the Company, Scott is a respected banker in our region.  He has been active in trade association 
activities, regulators and investors hold him in high regard.

Scott led the Company in achieving significant milestones which include a recapitalization of the Company, acquiring 
branches of Northwest Bank in the first move to the western shore of Maryland, a merger with Severn Bancorp, Inc., and 
now the impending merger with The Community Financial Corporation.  He was instrumental in having the Company enter 
the Ocean City, Maryland market and the Company’s recently expanded  Delaware operations.  During Scott’s tenure the 
Company has grown from about $1 billion in assets to soon to be $6 billion in assets.

All of us at the Company, and the Shareholders, are grateful for Scott’s long-term commitment to the success of this 
Company.

We sincerely thank him for everything he has done here and wish him well in his retirement.

Sincerely,

Alan J. Hyatt,
Board Chairman

       Lloyd L. Beatty, Jr.    
       President & CEO, Shore United Bank & Shore Bancshares

Sincerely,

Alan J. Hyatt,
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Donna J. Stevens
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Andrea E. Colender
EXECUTIVE VICE PRESIDENT, CHIEF LEGAL OFFICER & CORPORATE SECRETARY

W. David Morse
EXECUTIVE VICE PRESIDENT, GENERAL COUNSEL & ASSISTANT SECRETARY

Vance W. Adkins
EXECUTIVE VICE PRESIDENT & TREASURER

Christa J. Heron
EXECUTIVE VICE PRESIDENT & CHIEF RISK OFFICER

OFFICERS - SHORE UNITED BANK
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Konrad M. Wayson
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INVESTMENT SERVICES 
WYE FINANCIAL PARTNERS

1101 Maiden Choice Lane
Baltimore, MD 21229
800.309.8124

16 N. Washington Street
Easton, MD 21601
410.763.8543
800.309.8124
WYEFINANCIALPARTNERS.COM

SHORE BANCSHARES

HEADQUARTERS

18 E. Dover Street
Easton, MD  21601
410.763.7800
NASDAQ: SHBI
SHOREBANCSHARES.COM

BANKING

SHORE UNITED BANK

18 E. Dover Street
Easton, MD 21601
410.822.1400
877.758.1600
SHOREUNITEDBANK.COM

LOAN PRODUCTION OFFICES

SHORE UNITED BANK

102 Sleepy Hollow Drive, Suite 204
Middletown, DE 19709
302.449.6320

3409 Coastal Highway
Ocean City, MD 21842
443.856.2100
SHOREUNITEDBANK.COM

MORTGAGE LOAN OFFICES

SHORE UNITED BANK

200 Westgate Circle, Suite 202
Annapolis, MD 21401
410.260.2000

5291 Corporate Drive, Suite 202
Frederick, MD 21703
240.651.6948

6411 Ivy Lane, Suite 505
Greenbelt, MD 20770
301.968.4132

19716 Sea Air Avenue, Unit 3
Rehoboth Beach, DE 19971
302.227.4747
SHOREUNITEDBANK.COM

TRANSFER AGENT:
Broadridge Corporate Issuer Solutions
51 Mercedes Way
Edgewood, NY  11717
866.232.0392
720.358.3588

INVESTOR RELATIONS CONTACT:
Vance Adkins

Vance.Adkins@ShoreUnitedBank.com
410.260.2012
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Cautionary note regarding forward-looking statements





PART I
Item 1.      Business.

BUSINESS

General

Pending Merger

Banking Products and Services



Cannabis Related Business

Lending Activities



Deposit Activities

Trust Services

Seasonality

Employees and Human Capital Resources



COMPETITION

SUPERVISION AND REGULATION

General



Regulation of Financial Holding Companies

Federal Regulation of Banks



Deposit Insurance



Capital Adequacy Guidelines

•

•

•

•





Prompt Corrective Action



Safety and Soundness Standards

Community Reinvestment Act

Anti-Terrorism, Money Laundering Legislation and OFAC



Data Privacy and Cybersecurity



The Consumer Financial Protection Bureau

Mortgage Loan Origination





Other Provisions of the Dodd-Frank Act

Other Laws and Regulations



Enforcement Powers

Federal Securities Laws

Governmental Monetary and Credit Policies and Economic Controls



AVAILABLE INFORMATION

Item 1A.      RISK FACTORS.

Risks Relating to Our Business

Our business is adversely affected by unfavorable economic, market, and political conditions.





A majority of our business is concentrated in Maryland and Delaware, a significant amount of which is 
concentrated in real estate lending, so a decline in the local economy and real estate markets could adversely impact 
our financial condition and results of operations.

Our concentrations of commercial real estate loans could subject us to increased regulatory scrutiny and directives, 
which could force us to preserve or raise capital and/or limit our future commercial lending activities.

Interest rates and other economic conditions will impact our results of operations.



The Bank may experience credit losses in excess of its allowances, which would adversely impact our financial 
condition and results of operations.

Our investment securities portfolio is subject to credit risk, market risk and liquidity risk.

Impairment of investment securities, goodwill, other intangible assets, or deferred tax assets could require charges 
to earnings, which could result in a negative impact on our results of operations.



Changes in accounting standards or interpretation of new or existing standards may affect how we report our 
financial condition and results of operations.

Our future success will depend on our ability to compete effectively in the highly competitive financial services 
industry.



Our funding sources may prove insufficient to replace deposits and support our future growth.

The cost savings that we estimate for mergers and acquisitions may not be realized.

Combining acquired businesses may be more difficult, costly, or time-consuming than expected, or could result in
the loss of customers.

The loss of key personnel could disrupt our operations and result in reduced earnings.

Our lending activities subject us to the risk of environmental liabilities.



Income from mortgage-banking operations is volatile and we may incur losses with respect to our mortgage-
banking operations that could negatively affect our earnings.

We provide banking services to customers who do business in the cannabis industry and the strict enforcement of 
federal laws regarding cannabis would likely result in our inability to continue to provide banking services to these 
customers and we could have legal action taken against us by the federal government.

USA v. Oakland Cannabis Buyers’ Coop.

USA v. McIntosh

USA v. McIntosh
McIntosh

USA v. McIntosh



We may be subject to other adverse claims.

We depend on the accuracy and completeness of information about customers and counterparties and our financial 
condition could be adversely affected if we rely on misleading information.

Our exposure to operational, technological and organizational risk may adversely affect us.

Our information systems may experience an interruption or breach in security.



Security breaches and other disruptions could compromise our information and expose us to liability, which would 
cause our business and reputation to suffer.

Our reliance on third party vendors could expose us to additional cyber risk and liability.

We outsource certain aspects of our data processing to certain third-party providers which may expose us to 
additional risk.

We are dependent on our information technology and telecommunications systems and third-party servicers, and 
systems failures, interruptions or breaches of security could have an adverse effect on our financial condition and 
results of operations.



Technological changes affect our business, and we may have fewer resources than many competitors to invest in 
technological improvements.

The replacement of the LIBOR benchmark interest rate may have an impact on our business, financial condition, 
or results of operations.



Climate change manifesting as physical or transition risks could adversely affect our operations, businesses and 
customers.

Risks Relating to the Regulation of our Industry

We operate in a highly regulated environment, which could restrain our growth and profitability.

Federal regulators periodically examine our business, and we may be required to remediate adverse examination 
findings.



Our FDIC deposit insurance premiums and assessments may increase.

We are subject to numerous laws designed to protect consumers, including the Community Reinvestment Act and 
fair lending laws, and failure to comply with these laws could lead to a wide variety of sanctions.

We are subject to evolving and extensive regulations and requirements. Our failure to adhere to these requirements 
or the failure or circumvention of our controls and procedures could seriously harm our business.

We face a risk of noncompliance and enforcement action with the BSA and other anti-money laundering statues 
and regulations.



Our common stock is not insured by any governmental entity.

Our ability to pay dividends is limited by law and contract.

Our 2035 Debentures contain restrictions on our ability to declare and pay dividends on or repurchase our common 
stock.

The shares of our common stock are not heavily traded.

Future sales of our common stock or other securities may dilute the value and adversely affect the market price of 
our common stock.



Provisions in our governing documents and Maryland law may have an anti-takeover effect, and there are 
substantial regulatory limitations on changes of control of bank holding companies.

We may issue debt and equity securities that are senior to the common stock as to distributions and in liquidation, 
which could negatively affect the value of the common stock.

Risks related to the Proposed Merger

We expect to continue to incur substantial costs related to the Merger and integration.

Failure to complete the proposed Merger could negatively impact Shore.

The proposed integration of Shore and TCFC may be more difficult, costly or time consuming than expected and 
Shore may fail to realize the anticipated benefits of the proposed Merger



We will be subject to business uncertainties and contractual restrictions while the proposed Merger with TCFC is 
pending.

Our future results may suffer if we do not effectively manage our expanded operations.

Item 1B. Unresolved Staff Comments.



Item 2.      Properties.

Shore United Bank, N.A.

Branches



ATMs (standalone)

Offices

Item 3.      Legal Proceedings.

Item 4.      Mine Safety Disclosures.



PART II

Item 5.      
Securities.

MARKET INFORMATION, HOLDERS AND CASH DIVIDENDS

EQUITY COMPENSATION PLAN INFORMATION

Number of securities
Number of securities to be Weighted-average remaining available for future

issued upon exercise of exercise price of issuance under equity
outstanding options, warrants outstanding options, compensation plans [excluding

and rights warrants, and rights securities reflected in
Plan Category (a) (b) column (a)] ( c)

Total



UNREGISTERED SALES OF EQUITY SECURITIES AND ISSUER PURCHASES OF EQUITY SECURITIES 

Item 6.      Reserved



Item 7.      

PERFORMANCE OVERVIEW

CRITICAL ACCOUNTING POLICIES





RECENT ACCOUNTING PRONOUNCEMENTS AND DEVELOPMENTS

RESULTS OF OPERATIONS

Net Interest Income and Net Interest Margin



2022

$ 2,293,627 $ 99,276 4.33 %

589,729 11,507 1.95
113 7 6.19

337,203 3,210 0.95
3,220,672 114,000 3.54 %

18,158
221,592
(15,441)

$ 3,444,981

$ 638,105 3,869 0.61 %
1,043,032 3,609 0.35

239,927 1,364 0.57
204,536 1,141 0.56

2,125,600 9,983 0.47

683 2 0.29
1,863 72 3.86
7,701 35 0.46

42,917 2,451 5.71
2,178,764 12,543 0.58 %

888,509
21,858

355,850
$ 3,444,981

$ 101,457 2.96 %
3.15 %



2022 over (under) 2021

$ 34,331 $ 3,100 31,231
6,501 1,718 4,783

7 7
2,842 2,764 78

43,681 7,582 36,099

3,236 2,878 358
2,176 1,243 933

110 (862) 972

(6) 1 (7)
72 72
25 (2) 27

891 11 880
6,504 3,269 3,235

$ 37,177 $ 4,313 $ 32,864

Noninterest Income



2022/ 21
(Dollars in thousands) 2022

$ 5,652 $ 2,256 66.4 %
1,784 (97) (5.2)

(2) (100.0)
4,812 848 21.4
5,210 4,262 449.6
1,340 1,093 442.5
4,288 1,228 40.1

$ 23,086 $ 9,588 71.0

Noninterest Expense

Years Ended Change from Prior Year
2022/ 21

(Dollars in thousands) 2022 2021 Amount Percent
$ 35,931 $ 14,709 69.3 %

9,908 2,646 36.4
6,242 2,552 69.2
2,018 465 29.9
6,890 1,889 37.8

839 219 35.3
1,988 1,254 170.8
1,426 411 40.5

65 61 1,525.0
2,840 1,098 63.0
2,098 (6,432) (75.4)

10,077 4,644 85.5
$ 80,322 $ 23,516 41.4

Income Taxes



REVIEW OF FINANCIAL CONDITION

Assets

Interest-Bearing Deposits with Other Banks and Federal Funds Sold

Investment Securities



2022

2021

Loans Held for Sale



Loans Held for Investment

December 31, 2022
Loans acquired from 

Legacy Loans Severn acquisition Total Loans
$ 226,908 $ 19,411 $ 246,319

680,423 130,074 810,497
879,265 186,144 1,065,409
111,826 35,843 147,669
285,315 711 286,026

2,183,737 372,183 2,555,920
187 187

$ 2,183,924 $ 372,183 $ 2,556,107
(16,643)

$ 2,539,464



Liabilities

Deposits

2022
$ 888,509 29.5 %

638,105 21.2
1,043,032 34.6

170,443 5.6
69,484 2.3

204,536 6.8
$ 3,014,109 100.0 %



Securities Sold Under Retail Repurchase Agreements

Short-Term and Long-Term Advances from the FHLB

Subordinated Debt

Legacy 

Acquired from Severn



Capital Resources Management



2022
$ 304,493

322,891
41,528

364,419
2,619,400
3,390,516

11.62 %
12.33
13.91

9.52

Asset Quality - Provision for Credit Losses and Risk Management





December 31, 2022
Percentage of net

charge-offs (recoveries)
(annualized) to
average loans

Net (charge-offs) outstanding
    Average balances recoveries     during the year

$ 243,045 $ 13 (0.01)%
707,965 137 (0.02)
965,108 945 (0.10)
159,288 (319) 0.20
202,979 (2) -

$ 2,278,385 $ 774 (0.03)%

0.65 %

0.78 %

0.73 %

872.27 %

2022

$ 2,973 17.9 % $
2,622 15.8
4,899 29.4
1,652 9.9
4,497 27.0

$ $16,643 100.0 % $



2022

$ 1,908
1,841

197
$ 3,946

$ 4,405

0.07 %
0.17 %
0.25 %

0.15 %
0.33 %

0.05 %
0.11 %
0.13 %
0.24 %

Market Risk Management and Interest Sensitivity



Estimated Changes in Net Interest Income

December 31, 2022 (11.7)% (8.6)% (5.5)% (2.6)% (5.1)% (11.5)%

Estimated Changes in Economic Value of Equity

December 31, 2022 (25.3)% (18.9)% (12.4)% (6.0)% 0.1 % (2.6)%

Inflation



Off-Balance Sheet Arrangements

Credit Commitments

Derivatives

Liquidity Management



Item 7A.      Quantitative and Qualitative Disclosures About Market Risk.



Item 8.      Financial Statements and Supplementary Data.

INDEX TO CONSOLIDATED FINANCIAL STATEMENTS









December 31,
2022

ASSETS
$ 37,661

17,838
55,499

83,587
559,455

1,233
11,169

4,248

2,556,107
(16,643)

2,539,464

51,488
63,266
5,547

197
5,275

9,629

59,218

28,001
$ 3,477,276

LIABILITIES

$ 862,015
2,147,769
3,009,784

40,000

43,072
83,072

9,908
10,227

3,112,991

STOCKHOLDERS' EQUITY

199
201,494

171,613

(9,021)

364,285

$ 3,477,276



2022
INTEREST INCOME

$ 99,122
11,507

6
3,210

113,845

INTEREST EXPENSE
9,983

74
2,486

12,543

NET INTEREST INCOME 101,302
1,925

NET INTEREST INCOME AFTER PROVISION FOR CREDIT LOSSES 99,377

NONINTEREST INCOME
5,652
1,784

4,812
5,210
1,340
4,288

23,086

NONINTEREST EXPENSE
35,931
9,908
6,242
2,018
6,890

839
1,988
1,426

65
2,840
2,098

10,077
80,322

42,141
10,964

NET INCOME $ 31,177 $

$ 1.57 $

$ 0.48 $



2022
$ 31,177

(12,488)
3,411

(9,077)
$ 22,100



Balances, January 1, 2022 198 $ 200,473 $ 149,966 $ 56 $ 350,693

5,613 5,613

(2,228) (2,228)

37 37

130 130

(2,381) (2,381)

Balances, March 31, 2022 198 $ 200,640 $ 153,198 $ (2,172) $ 351,864

7,499 7,499

(4,479) (4,479)

102 102

172 172

(2,381) (2,381)

Balances, June 30, 2022 198 $ 200,914 $ 158,316 $ (6,651) $ 352,777

9,658 9,658

(3,130) (3,130)

1 124 125

175 175

(2,384) (2,384)

Balances, September 30, 2022 199 $ 201,213 $ 165,590 $ (9,781) $ 357,221

8,407 8,407

760 760

122 122

159 159

(2,384) (2,384)

Balances, December 31, 2022 199 $ 201,494 $ 171,613 $ (9,021) $ 364,285





2022
CASH FLOWS FROM OPERATING ACTIVITIES:

$ 31,177

(1,768)
1,925
5,861
1,414

122
(3,918)

131,286
(102,144)

636
(1,182)

(372)
183

44
157

(1,118)

(2,665)
(1,450)

297
(5,838)
52,647

CASH FLOWS FROM INVESTING ACTIVITIES:
20,441

52,324
(208,133)

(18)
(8,560)

(426,973)
(2,415)

17
394
(34)

1,550
(10,165)

(581,572)

CASH FLOWS FROM FINANCING ACTIVITIES:
Net changes in:

(65,482)
49,580
35,857

(10,000)
(9,530)

386

811
(528,114)
583,613

$ 55,499



$ 12,621
$ 11,851
$ (456)
$ 7,791
$ 69
$ (12,488) $



NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Operations

Use of Estimates

Loans Acquired in a Business Combination



Investment Securities Available for Sale

Investment Securities Held to Maturity

Equity Securities

Mortgage Servicing Rights



Transfers of LHFS to Loans Held for Investment (LHFI)

Loans



Allowance for Credit Losses

Contingencies

Receivables



Premises and Equipment

Mergers and Acquisitions



Goodwill and Other Intangible Assets

Other Real Estate Owned

Borrowings

Subordinated Debt

Income Taxes



Derivative Financial Instruments and Hedging

Basic and Diluted Earnings Per Common Share

Transfers of Financial Assets



Cash and Cash Equivalents

Share-Based Compensation

Fair Value

Advertising Costs

Comprehensive Income



Recent Accounting Standards and Other Authoritative Guidance



NOTE 2. BUSINESS COMBINATION



Purchase Price Consideration:
$ 148,821

20,631
310

3
$ 169,765

Identifiable assets:
$ 326,725

146,292
9,613

584,776
24,768

329
6,550

20,319
$ 1,119,372

Identifiable liabilities:
$ 955,288

28,341
11,727

$ 995,356
124,016

Resulting goodwill (1) $ 45,749

45,904

(192)
37

45,749

Acquired loans

$ 46,833
(3,364)
43,469
(5,667)

$ 37,802



NOTE 3. INVESTMENT SECURITIES

December 31, 2022
$ 21,798 $ 5 $ 3,625 $ 18,178

72,183 2 8,666 63,519
2,018 128 1,890

$ 95,999 $ 7 $ 12,419 $ 83,587

December 31, 2022
$ 148,097 $ $ 13,601 $ 134,496

398,884 50,464 348,420
1,474 35 28 1,481

11,000 770 10,230
$ 559,455 $ 35 $ 64,863 $ 494,627



December 31, 2022

$ 1,165 $ 4 $ 16,585 $ 3,588 $ 17,750 $ 3,592
29,125 2,409 34,167 6,290 63,292 8,699
1,890 128 1,890 128

$ 32,180 $ 2,541 $ 50,752 $ 9,878 $ 82,932 $ 12,419

$ 67,332 $ 2,786 $ 67,163 $ 10,815 $ 134,495 $ 13,601
148,771 9,402 199,649 41,062 348,420 50,464

780 28 780 28
8,091 409 2,139 361 10,230 770

$ 224,974 $ 12,625 $ 268,951 $ 52,238 $ 493,925 $ 64,863

Available for sale Held to maturity
Amortized Amortized

(Dollars in thousands) Cost Fair Value Cost Fair Value



2022

$ 83,288 72,108
19,158 16,305

NOTE 4. LOANS AND ALLOWANCE FOR CREDIT LOSSES

2022
$ 246,319

810,497
1,065,409

147,856
286,026

2,556,107
(16,643)

$ 2,539,464



December 31, 2022
Acquired Loans - Acquired Loans -

Purchased Purchased Acquired Loans -
(Dollars in thousands) Credit Impaired Performing Total

$ 29,620 $ 349,262 $ 378,882

$ 650 $ 18,761 $ 19,411
13,956 116,118 130,074
11,866 174,278 186,144

156 35,687 35,843
14 697 711

$ 26,642 $ 345,541 $ 372,183

December 31, 2021
Acquired Loans - Acquired Loans -

Purchased Purchased Acquired Loans -
(Dollars in thousands) Credit Impaired Performing Total

For the Year Ended
(Dollars in thousands) December 31, 2022

$ 5,367
(1,603)

469
506

$ 4,739





December 31, 2022

$ 331 $ 5,081 $ 2,540 $ 174 $ 28 $ 8,154

236,901 791,460 1,051,003 147,526 285,984 2,512,874
650 13,956 11,866 156 14 26,642

$ 237,882 $ 810,497 $ 1,065,409 $ 147,856 $ 286,026 $ 2,547,670

$ $ 127 $ $ $ $ 127

2,973 2,495 4,899 1,652 4,497 16,516
$ 2,973 $ 2,622 $ 4,899 $ 1,652 $ 4,497 $ 16,643



December 31, 2022

$ 297 $ 297 $ $ $ 309 $
1,363 1,259 1,661

159 150 604
359 174 227
29 28 43

$ 2,207 $ 1,908 $ $ $ 2,844 $

$ 10 $ 10 $ $ $ 16 $ 1
2,849 1,176 1,539 127 2,979 108
1,680 1,680 2,095 56

5
$ 4,539 $ 2,866 $ 1,539 $ 127 $ 5,095 $ 165

$ 24 $ 24 $ $ $ 215 $ 6
1,107 1,107 474 3

710 710 553 30
51 1
15

$ 1,841 $ 1,841 $ $ $ 1,308 $ 40

$ 331 $ 331 $ $ $ 540 $ 7
5,319 3,542 1,539 127 5,114 111
2,549 2,540 3,252 86

359 174 278 1
29 28 63

$ 8,587 $ 6,615 $ 1,539 $ 127 $ 9,247 $ 205





For the Year Ended
December 31, 2022

$ 24 $ $ (14) $ $ $ $ 10 $
2,836 (100) (20) (1) 2,715 127
2,807 (180) (947) 1,680

$ 5,667 $ $ (294) $ $ (20) $ (948) $ 4,405 $ 127

$ $ $ $ $ $ $ $
(6) 20 14

216 (46) 170

$ 216 $ $ (52) $ $ 20 $ $ 184 $

$ 5,883 $ $ (346) $ $ $ (948) $ 4,589 $ 127



December 31, 2022
$ 231,160 $ 14,212 $ $ 297 $ $ 650 $ 246,319

761,405 32,467 1,239 1,430 13,956 810,497
929,501 121,711 1,814 517 11,866 1,065,409
131,084 15,958 484 174 156 147,856
285,786 196 2 28 14 286,026

$ 2,338,936 $ 184,544 $ 3,539 $ 2,446 $ $ 26,642 $ 2,556,107

December 31, 2022
$ 239,990 $ 4,343 $ 1,015 $ 24 $ 5,382 $ 297 $ 650 $ 246,319

787,070 6,214 891 1,107 8,212 1,259 13,956 810,497
1,052,314 369 710 1,079 150 11,866 1,065,409

147,511 15 15 174 156 147,856
285,750 223 11 234 28 14 286,026

$ 2,512,635 $ 11,164 $ 1,917 $ 1,841 $ 14,922 $ 1,908 $ 26,642 $ 2,556,107
98.3 % 0.4 % 0.1 % 0.1 % 0.6 % 0.1 % 1.0 % 100.0 %



For the year ended
December 31, 2022

$ 2,454 $ 2,858 $ 4,598 $ 2,070 $ 1,964 $ 13,944

(5) (6) (546) (31) (588)
13 142 951 227 29 1,362
13 137 945 (319) (2) 774

506 (373) (644) (99) 2,535 1,925
$ 2,973 $ 2,622 $ 4,899 $ 1,652 $ 4,497 $ 16,643

NOTE 5. LEASES



December 31, 2022
$ 9,908
$ 9,629

12.55
2.50

December 31, 2022
$ 1,355

$ 1,355

$ 1,268

As of
December 31, 2022

As of
December 31, 2022



NOTE 6. PREMISES AND EQUIPMENT

2022
$ 10,886

48,605
8,177

67,668
(16,180)

$ 51,488

NOTE 7. GOODWILL AND OTHER INTANGIBLE ASSETS

December 31, 2022

$ 65,631 $ (155) $ (1,543) $ (667) $ 63,266

$ 10,504 $ $ $ (4,957) $ 5,547 2.6
$ 10,504 $ $ $ (4,957) $ 5,547



NOTE 8. OTHER ASSETS

2022
$ 9,384

7,357
2,680

74
8,506

$ 28,001

NOTE 9. OTHER LIABILITIES

2022
$ 989

1,360
353

5,679
1,846

$ 10,227

NOTE 10. DEPOSITS

2022
$ 231,089

162,216
31,417

$ 424,722



NOTE 11. BORROWINGS

2022

$ 683 0.25 %
1,863 3.87

$ %
40,000 4.57

NOTE 12. SUBORDINATED DEBT



NOTE 13. BENEFIT PLANS

401(k) and Profit Sharing Plan

NOTE 14. STOCK-BASED COMPENSATION

2022
$ 636

42

2022
$ 138

0.2 years



2022

29,425 $ 13.95
34,184 20.48

(26,749) 13.75

36,860 $ 20.15

NOTE 15. DERIVATIVES

December 31, 2022
Notional Estimated
Amount Fair Value

$ 4,166 $ 35 $ 17,557 $ 380
8,750 41 26,500 55
1,150 7
1,000 6 20,500 41

NOTE 16. DEFERRED COMPENSATION



2022
$ 238

948

2022
$ 56,117

4,177
1,063

2022
$ 450

2,260

NOTE 17. OTHER EXPENSES

2022
$ 898

1,075
3,694
1,670
1,853

478
409

$ 10,077



NOTE 18. INCOME TAXES

2022

$ 8,814
3,332

12,146

(911)
(271)

(1,182)

$ 10,964

2022
21 %

(1.0)
5.7
0.3

26.0 %

December 31,
2022

$ 4,460
21

345
2,635
1,522
1,183
3,399
1,487

15,052
(791)

14,261

2,491
2,560
1,405

57
220

171
6,904

$ 7,357



NOTE 19. EARNINGS PER COMMON SHARE

2022
$ 31,177

19,847

$ 1.57

NOTE 20. REGULATORY CAPITAL REQUIREMENTS



2022

NOTE 21. ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS)

$ 56
(9,077)

$ (9,021)

NOTE 22. FAIR VALUE MEASUREMENTS



Assets Measured at Fair Value on a Recurring Basis



December 31, 2022
5,275

28

December 31, 2021
4,087

380

For the Year Ended
December 31, 2022

$ 4,087
816
372

$ 5,275

For the Year Ended
December 31, 2022

$ 380
(352)

$ 28



December 31, 2022
Assets:

$ 18,178 $ $ 18,178 $
63,519 63,519
1,890 1,890

83,587 83,587

1,233 1,233

41 41
4,248 4,248
8,437 8,437
5,275 5,275

35 35
Total assets at fair value $ 102,856 $ $ 97,546 $ 5,310

Liabilities:
$ 7 $ $ $ 7

6 6
Total liabilities at fair value $ 13 $ $ 6 $ 7



Assets:

Total assets at fair value

Liabilities:

Total liabilities at fair value

Assets Measured at Fair Value on a Nonrecurring Basis



December 31, 2022
Nonrecurring measurements:

1,412

197



Fair Value of Financial Assets and Financial Liabilities

December 31, 2022

(Dollars in thousands)

$ 55,499 $ 55,499

$ 83,587 $ 83,587
559,455 494,626

1,233 1,233
11,169 11,169
4,248 4,248

41 41
59,218 59,218
8,437 8,437

$ 2,531,027 $ 2,431,808
5,275 5,275

35 35

$ 862,015 $ 862,015
694,101 694,101
709,132 709,132
319,814 319,814

374 374
424,348 410,455

40,000 40,002

43,072 41,193
6 6

7 7

NOTE 23. COMMITMENTS AND CONTINGENCIES



December 31, 2022
$ 406,353

8,009
$ 414,362

NOTE 24. SEGMENT REPORTING



For the Year Ended December 31, 2022
$ 113,253 592 $ 113,845

12,501 42 12,543
100,752 550 101,302

1,925 1,925
98,827 550 99,377
17,876 5,210 23,086
75,267 5,055 80,322
41,436 705 42,141
10,782 182 10,964

$ 30,654 523 $ 31,177
3,467,548 9,728 3,477,276

For the Year Ended December 31, 2021
$ 70,037 132 $ 70,169

6,031 8 6,039
64,006 124 64,130

(358) (358)
64,364 124 64,488
12,550 948 13,498
55,628 1,178 56,806
21,286 (106) 21,180
5,841 (29) 5,812

$ 15,445 (77) $ 15,368
3,416,519 43,617 3,460,136

NOTE 25. RELATED PARTY TRANSACTIONS

NOTE 26. PENDING MERGER



NOTE 27. PARENT COMPANY FINANCIAL INFORMATION

2022

$ 7,145
396,897

5,392
$ 409,434

$ 744
1,333

43,072
45,149

199
201,494
171,613

(9,021)
364,285

$ 409,434



2022

$ 5,500
67

5,567

2,451
324

1,654
540

4,969

598
(1,059)
1,657

29,520
$ 31,177



2022

$ 31,177

(29,521)
122
636
(67)
188
387
275

3,197

(9,530)

386

(9,144)

(5,947)
13,092

$ 7,145

NOTE 28. REVENUE RECOGNITION

Service Charges on Deposit Accounts



Trust and Investment Fee Income

Title Company Revenue

Other Noninterest Income

2022
Noninterest Income

In-scope of Topic 606:
$ 5,652

1,784
4,812
1,340
1,752

15,340
7,746

Total Noninterest Income $ 23,086



Contract Balances
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