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NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
TO BE HELD ON MAY 20, 2026

Dear Fellow Shareholder:

You are cordially invited to attend the 2026 Annual Meeting of Shareholders of First Community Corporation, the
holding company for First Community Bank. At the meeting, we will report on our performance in 2025 and answer
your questions. We look forward to discussing both our accomplishments and our plans with you.

This letter serves as your official notice that we will hold the meeting on May 20, 2026 at 11:00 a.m. local time, at our
principal executive office located at 5455 Sunset Blvd., Lexington, South Carolina 29072 for the following purposes:

1. To elect as directors the nine nominees named in the accompanying proxy statement;

2. To approve the compensation of our named executive officers as disclosed in the accompanying proxy
statement (this is a non-binding, advisory vote) (“Say-on-Pay”);

3. To ratify the appointment of Elliott Davis, LLC as our independent registered public accountants for 2026; and
4. To transact any other business that may properly come before the meeting or any adjournment of the meeting.

Shareholders owning shares of our common stock at the close of business on March 13, 2026 are entitled to attend and
vote at the meeting. A list of these shareholders will be available at our principal executive office prior to the meeting.

Important Notice Regarding the Availability of Proxy Materials for the 2026 Annual Meeting. This year, we are
taking advantage of the rules of the U.S. Securities and Exchange Commission (“SEC”) that allow us to furnish our
proxy materials over the Internet. We are mailing to our shareholders a Notice of Internet Availability of Proxy Materials
over the Internet, rather than mailing a full paper set of the materials. We anticipate that the Notice of Internet
Availability of Proxy Materials will first be sent to shareholders on or before April 10, 2026. The Notice of Internet
Availability of Proxy Materials contains instructions on how to access our proxy materials on the Internet, as well as
instructions on obtaining a paper or e-mail copy of the proxy materials. This process will reduce our costs to print and
distribute our proxy materials, while also reducing our environmental impact.

You have a number of ways to vote in addition to voting by ballot if you are present in person at the meeting, and we
encourage you to use them. We encourage you to vote as soon as possible by telephone or through the Internet, or, if you
requested or received printed proxy materials, by signing, dating and mailing your proxy card in the envelope enclosed.
Telephone and Internet voting permit you to vote at your convenience, 24 hours a day, seven days a week. If your shares
are held in the name of a bank, broker or other holder of record, you are considered the beneficial owner of shares held in
“street name,” and you will receive instructions from such holder of record that you must follow for your shares to be
voted. Please follow those instructions carefully. Also, please note that if the holder of record of your shares is a bank,
broker or other nominee and you wish to vote in person at the annual meeting, you must request a legal proxy or broker’s
proxy from your bank, broker or other nominee that holds your shares and present that proxy and proof of identification
at the annual meeting.

Please use this opportunity to take part in our affairs by voting on the business to come before this meeting.

oo

C. Jimmy Chao Michael C. Crapps
Chairman of the Board President and Chief Executive Officer

By order of the Board of Directors,

5455 Sunset Blvd., Lexington, South Carolina 29072
Telephone: (803) 951-2265 / Fax: (803) 358-6900
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The board of directors of First Community Corporation, “we,” “us,” “our,” or the “company,” is furnishing
this proxy statement to solicit proxies for use at our 2026 Annual Meeting of Shareholders. This proxy statement
contains important information for you to consider when deciding how to vote on the matters brought before the
meeting. We encourage you to read it carefully. We anticipate that the Notice of Internet Availability of Proxy
Materials will first be sent to shareholders on or about April 10, 2026. The proxy statement and the form of proxy
relating to the annual meeting are first being made available to shareholders on or about April 10, 2026.

Voting Information

Our board of directors set March 13, 2026 as the record date for the meeting. Shareholders owning
shares of our common stock at the close of business on that date are entitled to attend and vote at the meeting,
with each share entitled to one vote on all matters voted on at the meeting. There were 9,366,626 shares of
common stock outstanding on the record date.

Quorum and Adjournment

A majority of the issued and outstanding shares of common stock entitled to vote at the meeting will
constitute a quorum. If a quorum is not present or represented at the meeting, the shareholders entitled to vote,
present in person or represented by proxy, shall have the power to adjourn the meeting, without notice other
than announcement at the meeting, until a quorum is present or represented. At an adjourned meeting at which a
quorum is present or represented, any business may be transacted which might have been transacted at the
meeting as originally notified. Once a share is represented for any purpose at a meeting it is deemed present for
quorum purposes unless a new record date is set. We will count abstentions and broker non-votes, which are
described below, in determining whether a quorum exists.

Shares Held in Street Name

Many of our shareholders hold their shares through a broker, bank, or other nominee rather than
directly in their own name. If you hold our shares in a stock brokerage account or by a bank or other nominee,
you are considered the beneficial owner of shares held in street name, and your broker, bank or nominee, who is
considered the shareholder of record with respect to those shares, is forwarding these materials to you. As the
beneficial owner, you have the right to direct your broker, bank, or other nominee how to vote and are also
invited to attend the annual meeting. However, since you are not the shareholder of record, you may not vote
these shares in person at the meeting unless you obtain a signed proxy from the shareholder of record giving
you the right to vote the shares. Your broker, bank, or other nominee has enclosed or provided a voting
instruction card for you to use to direct your broker, bank, or other nominee how to vote these shares.

If a share is represented for any purpose at the annual meeting by the presence of the registered owner
or a person holding a valid proxy for the registered owner, it is deemed to be present for the purpose of
establishing a quorum. Therefore, valid proxies which are marked “Abstain” or “Withhold” or as to which no
vote is marked, including broker non-votes (which are described below), will be included in determining
whether a quorum is present at the annual meeting.

Appointed Proxies

When you sign the proxy card, you appoint D. Shawn Jordan and John F. (Jack) Walker, IV as your
representatives at the meeting. Messrs. Jordan and Walker will vote your proxy as you have instructed them on
the proxy card. If you submit a proxy without indicating how your shares should be voted, Messrs. Jordan and
Walker will vote your proxy for the election to the board of directors of all nominees listed below under
“Election of Directors,” for the approval of the compensation of our named executive officers as disclosed in
this proxy statement (this is a non-binding, advisory vote), and for the ratification of the appointment of our
independent registered public accountants for the year ending December 31, 2026. We are not aware of any
other matters to be considered at the meeting. However, if any other matters come before the meeting, Messrs.
Jordan and Walker will vote your proxy on such matters in accordance with their judgment.



Required Vote

Assuming that a quorum is present:

*  Proposal No. 1: Election of Directors. Our directors will be elected by a plurality of the votes of
the shares present in person or represented by proxy at the meeting and entitled to vote on the
election of directors. This means that the nominees who receive the highest number of votes are
selected as directors up to the maximum number of directors to be elected at the meeting. There is
no cumulative voting with respect to the election of directors. Abstentions, broker non-votes or the
failure to return a signed proxy will not be counted and will have no impact on the election of a
director. A shareholder may vote “FOR” or “WITHHOLD” authority to vote for each of the
nominees. If a shareholder withholds authority to vote with respect to one or more director
nominees, such vote will have no effect on the election of such nominees.

*  Proposal No. 2: Non-Binding, Advisory Vote on Compensation of the Named Executive Officers.
The proposal will be approved if the number of shares of common stock voted in favor of the
matter exceeds the number of shares of common stock voted against the matter. This vote is
advisory and will not be binding upon our board of directors. However, the Human Resources and
Compensation Committee (which we refer to in this proxy statement as the “compensation
committee”) and the board of directors will take into account the outcome of the vote when
considering future executive compensation arrangements. If a shareholder submits a proxy but
does not specify how he or she would like it to be voted, then the proxy will be voted “FOR” the
approval of the compensation of our named executive officers. Abstentions, broker non-votes, and
the failure to return a signed proxy will have no effect on the outcome of the votes on this matter.

*  Proposal No. 3: Ratification of the Appointment of Elliott Davis, LLC. The proposal will be
approved if the number of shares of common stock voted in favor of the matter exceeds the
number of shares of common stock voted against the matter. If a shareholder submits a proxy but
does not specify how he or she would like it to be voted, then the proxy will be voted “FOR” the
ratification of the appointment of Elliott Davis, LLC as our independent registered public
accountants for the year ending December 31, 2026. Abstentions, broker non-votes, and the failure
to return a signed proxy will have no effect on the outcome of the votes on this matter.

Revocability of Proxies and Changes to Your Vote

If you are a shareholder of record (i.e., you hold your shares directly instead of through a brokerage
account), you may revoke your proxy or change your vote by

» signing and delivering another proxy with a later date,
e voting in person at the meeting, or

*  voting again over the Internet or by telephone prior to 11:59 pm, Eastern Time, on May 19, 2026.

If you hold your shares through a brokerage account, you must contact your brokerage firm to revoke
your proxy. Further, if you hold your shares in street name, your brokerage firm may vote your shares under
certain circumstances. Brokerage firms have authority under stock exchange rules to vote their customers’
unvoted shares on certain “routine” matters. We expect that brokers will be allowed to exercise discretionary
authority for beneficial owners who have not provided voting instructions ONLY with respect to Proposal No. 3
Ratification of the Appointment of Elliott Davis, LLC—but not with respect to any of the other proposals to be
voted on at the annual meeting. If you hold your shares in street name, please provide voting instructions to
your broker, bank or other nominee so that your shares may be voted on all other proposals.

Solicitation of Proxies

The proxy for our annual meeting is being solicited on behalf of our board of directors. Proxies may be
solicited by our directors, officers and other employees in person or by telephone, facsimile or other means of
electronic communication. Directors, officers and employees will receive no compensation for these activities
in addition to their regular compensation, but may be reimbursed for out-of-pocket expenses in connection with



such solicitation. We will bear the entire cost of soliciting proxies from you. In addition to the delivery of proxy
materials by mail, we may request banks, brokers and other record holders to send proxies and proxy materials
to the beneficial owners of our common stock and secure their voting instructions and will reimburse them for
their reasonable expenses in so doing.

Important Notice of Internet Availability

This proxy statement and the accompanying 2025 Annual Report on Form 10-K are available to the
public for viewing on the Internet at www.proxyvote.com. Pursuant to the SEC “Notice and Access” rules, we
are furnishing our proxy materials to our shareholders over the Internet instead of mailing each of our
shareholders paper copies of those materials. As a result, we will send our shareholders by mail a Notice of
Internet Availability of Proxy Materials, which we refer to as the Notice, containing instructions on how to
access our proxy materials over the Internet and how to vote. The Notice is not a ballot or proxy card and
cannot be used to vote your shares of common stock. The Notice also tells you how to access your proxy
card to vote on the Internet. If you received a Notice by mail and would like to receive a printed or emailed
copy of the proxy materials, please follow the instructions included in the Notice. You will not receive paper
copies of the proxy materials unless you request the materials by following the instructions on the Notice.

If you own shares of common stock in more than one account—for example, in a joint account with
your spouse and in your individual brokerage account—you may have received more than one Notice. To vote
all of your shares of common stock, please follow each of the separate proxy voting instructions that you
received for your shares of common stock held in each of your different accounts.

Availability of Information; Householding

The SEC has adopted rules that permit companies and intermediaries (e.g., brokers) to satisfy the delivery
requirements for proxy statements and annual reports, or Notices Regarding the Availability of Proxy Materials, if
applicable, with respect to two or more shareholders sharing the same address by delivering a single proxy statement
and annual report, or Notice Regarding the Availability of Proxy Materials, if applicable, addressed to those
shareholders. This process, which is commonly referred to as “householding,” potentially means extra convenience
for shareholders and cost savings for companies. In accordance with these rules, only one proxy statement and annual
report, or Notice Regarding the Availability of Proxy Materials, if applicable, will be delivered to multiple
shareholders sharing an address unless we have received contrary instructions from one or more of the shareholders.

Shareholders who currently receive multiple copies of the proxy statement and annual report, or Notice
Regarding the Availability of Proxy Materials, if applicable, at their address and would like to request
“householding” of their communications should contact their broker if they are beneficial owners or direct their
request to us at the contact information below if they are registered holders.

If, at any time, you no longer wish to participate in “householding” and would prefer to receive a
separate proxy statement and annual report, or Notice Regarding the Availability of Proxy Materials, if
applicable, please notify your broker, if you are a beneficial owner or, if you are a registered holder, direct your
written request to the contact information below.

Upon written or oral request, we will promptly deliver a separate copy of our annual report on Form
10-K or this proxy statement to our shareholders at a shared address to which a single copy of the document was
delivered. Please address such requests to us at the contact information below.

First Community Corporation
Attention: Corporate Secretary
5455 Sunset Blvd.
Lexington, South Carolina 29072
Telephone: (803) 951-0500



Proposal No. 1
Election of Directors

Our board of directors currently consists of 14 members divided into three classes with staggered
terms, so that approximately one-third of the board is elected each year. Following the merger with Signature
Bank of Georgia and the related reconstitution and reclassification of the board, nine directors are standing for
election at the 2026 annual meeting in order to preserve the company’s classified board structure and align
director terms following the merger. Those directors are C. Jimmy Chao, Michael C. Crapps, Fred J. Deutsch,
Jan H. Hollar, W. James Kitchens, Jr., Jonathan W. Been, J. Ted Nissen, Thomas C. Brown and Roderick M.
Todd, Jr.

Our current directors and their classes are:

Class I Class 11 Class 111

Thomas C. Brown* C. Jimmy Chao* Jonathan W. Been*

Mickey E. Layden Michael C. Crapps* Ray E. Jones

E. Leland Reynolds Fred J. Deutsch* J. Ted Nissen*

Roderick M. Todd, Jr.* Jan H. Hollar* Jane S. Sosebee
W. James Kitchens, Jr.* Alexander Snipe, Jr.

*  Standing for re-election by the shareholders at the meeting.

In connection with the merger with Signature Bank of Georgia, we reconstituted the board, appointed
Jonathan W. Been and Fred J. Deutsch to the board pursuant to the terms of the merger, and reclassified director
classes to align post-merger term expirations while preserving the company’s classified board structure.
Accordingly, notwithstanding their current class designations, the nominees for election at the annual meeting
include (i) directors whose original terms expire at the 2026 annual meeting, (ii) directors whose election was
accelerated in connection with the post-merger reclassification of the board, and (iii) Messrs. Been and Deutsch,
who were appointed in connection with the merger and are standing for their initial election by shareholders.
The reclassification was undertaken solely to align director terms following the merger while preserving the
company’s classified board structure, and no director’s term was extended as a result of the reclassification.

The following five nominees, C. Jimmy Chao, Michael C. Crapps, Fred J. Deutsch, Jan H. Hollar and
W. James Kitchens, Jr., if elected, will serve as Class II directors for terms expiring at the 2029 annual meeting.
The board recommends that you vote FOR each of these nominees.

The following two nominees, Jonathan W. Been and J. Ted Nissen, if elected, will serve as Class III
directors for terms expiring at the 2027 annual meeting. The board recommends that you vote FOR each of
these nominees.

The following two nominees, Thomas C. Brown and Roderick M. Todd, Jr., if elected, will serve as
Class I directors for terms expiring at the 2028 annual meeting. The board recommends that you vote FOR each
of these nominees.

If a quorum is present, directors will be elected by a plurality of the votes cast at the meeting. This
means the nine nominees receiving the highest number of votes cast will be elected as directors. There is no
cumulative voting for the election of directors. Abstentions, broker non-votes, and failure to return a signed
proxy will have no effect on the outcome of the vote on this matter. You may vote “FOR” or “WITHHOLD”
authority to vote for each nominee. A vote to “WITHHOLD” authority with respect to one or more nominees
will not affect the outcome of the election of those nominees. If you submit a proxy but do not specify how your
shares should be voted, Messrs. Jordan and Walker will vote your proxy “FOR” the election of each of the
nominees named in this proxy statement. If any of these nominees becomes unable or unwilling to serve (which
we do not anticipate), Messrs. Jordan and Walker will vote instead for a replacement nominee recommended by
the board of directors, unless you specifically instruct otherwise in your proxy.



Director Qualifications; Age Limit

All of our directors bring to the board leadership experience derived from their business, professional
and prior board service. Several of our directors have deep familiarity with the company and our markets,
including four directors who have served on our board since the company’s inception in 1994. In addition, four
directors previously served on the boards of companies we acquired in 2006, 2014 and 2026, and three directors
have served on other unrelated bank boards. Certain individual qualifications and skills of our directors that
contribute to the Board’s effectiveness as a whole are described in the biographical information provided below.

Under our bylaws, a director who attains age 74 during his or her term of office may continue to serve
until the end of that term, but is not eligible for re-election. None of the nominees for election at the 2026
Annual Meeting of Shareholders will attain age 74 prior to the date of the meeting.

Information Regarding Our Nominees and Directors

The following describes at least the last five years of business experience of each nominee proposed
for election as a director, as well as the specific experience, qualifications, attributes or skills that led to the
conclusion that the nominee should serve as our director. There is no family relationship between any of our
directors, nominees or executive officers, and there are no arrangements or understandings between the
directors and any other person pursuant to which he or she was or is to be selected as a director or nominee.
Each of our directors is also a director of First Community Bank, which we refer to herein as the “bank.”

Information Regarding Nominees for Directors

Set forth below is information about our five nominees to the board of directors. Each nominee has
consented to being named as a nominee and agreed to serve if elected. If any named nominee is unable to serve,
proxies will be voted for the remaining named nominees.

Class II Nominees

C. Jimmy Chao, 70, a Class II director, has served as our director since our formation in 1994 and as
our chairman since 2021. Mr. Chao served as vice chair from May 2020 to May 2021. He resides in Lexington,
South Carolina, and has been the President and CEO of Chao and Associates, Inc., an engineering firm
specializing in Structural and Civil engineering and Land Surveying based in Columbia, South Carolina, since
1987. He earned an M.S. degree in Structural Engineering from the University of South Carolina and completed
all coursework requirements for his Ph.D. Mr. Chao is a member of the American Society of Civil Engineers,
the National Society of Professional Engineers, and the Society of American Military Engineers. In 2009, the
American Society of Civil Engineers named him South Carolina Civil Engineer of the Year. He holds a
Professional Engineer license in South Carolina, North Carolina, Georgia, Alabama, Florida, and numerous
other states.

Mr. Chao is a past chair of the Educational Foundation of Lexington School District One and the
Capital City Lake Murray Country Regional Tourism Board. He is also a member of the University of South
Carolina’s Design Review Committee. Since 2011, he has served as an adjunct professor in the University of
South Carolina’s Department of Civil and Environmental Engineering. In 2017, the Governor of South Carolina
appointed him to the Board of Registration for Professional Engineers and Surveyors, where he served as Chair
from 2022 to 2024. He currently serves as the Southern Zone Assistant Vice President of the National Council
of Examiners for Engineering and Surveying.

Mr. Chao has a deep understanding of the challenges faced by small business professionals, a key
market segment for us. He also possesses extensive knowledge of the business environment and the markets we
serve.

Michael C. Crapps, 67, a Class II director, has served as our president and chief executive officer and
as a director since our formation in 1994. He received a B.S. degree in Economics in 1980 from Clemson
University, an M.B.A. degree from the University of South Carolina in 1984, and is a graduate of the LSU



Graduate School of Banking of the South. He began his banking career with South Carolina National Bank in
1980 and, from 1985 to 1994, he was with Republic National Bank in Columbia, South Carolina, where he
became president, chief executive officer, and a director of that bank. During his career, Mr. Crapps has been
responsible for virtually all aspects of banking, including branches, commercial banking, operations, credit
administration, accounting, human resources, and compliance. Mr. Crapps has served the banking industry as a
member of the Federal Reserve Bank of Richmond’s Charlotte Branch Board of Directors and the Federal
Reserve Bank of Richmond’s Community Depository Institutions Advisory Council. He has also served with
the South Carolina Bankers Association (“SCBA”), as a former chair and on its board of directors. The SCBA
selected Mr. Crapps as the 1997 Young Banker of the Year. Additionally, he currently serves his local
community as follows:

*  Clemson University IPTAY Board of Directors and its Executive Committee,
*  Midlands Business Leadership Group, serving on its Executive Committee, and

*  Business Development Corporation Board of Directors and Executive Committee member.

He is a past chair of Navigating from Good to Great (Ng2G) Foundation Board of Directors, the
Greater Lexington Chamber of Commerce, the Saluda Shoals Park Foundation and the South Atlantic Division
of the American Cancer Society. Furthermore, he previously served on the Clemson University Foundation
Board of Directors.

Mr. Crapps has received numerous awards during his career including several recognitions as one of
the 50 Most Influential People in our local communities and is a 2022 inductee into the corresponding Hall of
Fame. In 2021, he was recognized by SC Biz as the number one “Power Player” in the banking sector in South
Carolina. He was recognized by the South Carolina Foundation for Educational Leadership and the South
Carolina Association of School Administrators as a 2023 Distinguished South Carolina Public School Graduate,
one of three people statewide to be recognized with this award. Also, in 2023, the Lexington Chamber and
Visitors Center named Mr. Crapps the recipient of the Mike Till Impact Award.

Under Mr. Crapps’ leadership, First Community Bank has been recognized multiple times as a “best
bank,” “best mortgage lender,” and “best places to work” in addition to numerous lending awards from the
Small Business Administration.

Mr. Crapps’ experience in banking and vision for our company give him the leadership and consensus-
building skills that provide significant insight and expertise to the board. As a lifelong resident of Lexington,
South Carolina, he has significant ties to the Midlands of South Carolina. He has been very active in local
community and civic organizations.

Fred J. Deutsch, 61, a Class II Director, has served as our director since our acquisition of Signature
Bank of Georgia in January 2026. Mr. Deutsch was the founder and Chief Executive Officer of Signature Bank
of Georgia, which operated in the Atlanta, Georgia market for 20 years prior to its acquisition by our company.
Mr. Deutsch now serves as Executive Vice President and Director of Specialty Lending for First Community
Bank, overseeing the expansion of SBA and USDA lending across all of the bank’s markets. In addition to his
institutional knowledge of Signature Bank, Mr. Deutsch brings to the board 32 years of banking experience with
prior responsibilities including growth, profitability, strategic direction, governance and long-term planning.
Notably, he navigated Signature Bank through the Great Recession, which was especially challenging in the
State of Georgia, which had more bank failures than any other state and where 92 financial institutions failed.
Mr. Deutsch earned his BBA from Mercer University and his MBA from Brenau University.

Mr. Deutsch’s background as a founder-CEO of a long-standing Georgia community bank and his
current leadership of specialty lending within our organization position him well to contribute to board
oversight of strategy, growth and risk management. His experience guiding a bank through periods of economic
stress and managing regulated lending businesses will help inform the board’s deliberations on capital
deployment, credit risk and long-term planning in today’s banking environment.



Jan H. Hollar, 70, a Class II director, has served as our director since May 2021. Ms. Hollar is a
retired banker with a career that spanned 40 years in community banking with institutions ranging in size from
de novo to $4.5 billion. Prior to retiring, Ms. Hollar most recently served as interim chief executive officer of
the Myrtle Beach Area Chamber of Commerce from May 2018 to August 2018. Before that, she served as chief
executive officer and as a member of the Board of Directors of HCSB Financial Corporation (Nasdaq: HCFB),
and its banking subsidiary Horry County State Bank, from April 2016 until it was acquired in July 2017 and as
consulting CEO from October 2015 until April 2016. Ms. Hollar was hired by HCFB to rebuild and recapitalize
the bank. From 2008 until 2017, Ms. Hollar owned and operated Jan H. Hollar, CPA, PC, a professional
corporation providing accounting consulting for financial institutions. Ms. Hollar has served as chief financial
officer for four different community banks and has directed bank operations in the areas of finance, accounting,
deposits, loans, human resources, technology, facilities, strategic planning and shareholder relations. She is a
licensed CPA in South Carolina with emeritus status and in North Carolina with retired status. She has worked
as a consultant for a number of community banks and has served as an instructor at the South Carolina Banker’s
School. Ms. Hollar’s community involvement and philanthropic activities include prior work with Lily Pad
Haven, a Charlotte-based safe haven for sex-trafficking victims and the Kajiado Children’s Home ministry in
Kenya. A Furman University graduate, she holds a bachelor’s degree in economics and business administration
with a concentration in accounting. She currently resides in Greenville and Myrtle Beach, South Carolina.

Ms. Hollar’s extensive experience in community banking including leadership positions in executive
management and at the board level in addition to experience in a number of areas of bank operations bring
substantial insight to our board as it relates to the opportunities, challenges and issues in the community banking
industry and her connections to the Upstate of South Carolina provide us with insight and connection to that
market.

W. James Kitchens, Jr., 64, a Class II director, has served as our director since our formation in 1994 and
as our vice chair since 2021. Mr. Kitchens is president of Wealthplan, LLC, an accounting firm located in Columbia,
South Carolina, and has served in that role since 1996. He is a Certified Public Accountant and an investment
consultant and currently holds the Chartered Financial Analyst designation. Mr. Kitchens earned a B.S. degree in
mathematics from The University of the South in 1984 and an M.B.A. degree from Duke University in 1986.

Mr. Kitchens brings to the board knowledge and understanding of tax and financial accounting issues.
He has lived most of his life in the Midlands of South Carolina and has a strong knowledge of the business
environment in the markets we serve.

Class III Nominees

Jonathan W. Been, 54, a Class III Director, has served as our director since our acquisition of
Signature Bank of Georgia in January 2026. Mr. Been was an organizer of Signature Bank of Georgia, which
operated in the Atlanta, Georgia market for 20 years prior to its acquisition by our company. He served on its
board for 18 years, including serving several years as Loan Committee Chair and became Lead Director in
2024. Mr. Been had and continues to have a successful career in the home building industry. A third generation
home builder, in 1995 he founded Wilson Parker Homes in the Atlanta, Georgia market which he subsequently
sold in 2016. After a few years in the Naples, Florida market, Mr. Been returned to the Atlanta area and founded
Direct Residential Homes in 2020, currently serving as its Chief Executive Officer. In addition to his
institutional knowledge of Signature Bank and 18 years serving as a financial institution board member, as an
experienced business professional, Mr. Been brings an understanding of the needs and challenges faced by local
businesses and an extensive knowledge of our newest market, the Sandy Springs and Suwanee areas of Atlanta.

J. Ted Nissen, 64, a Class III director, has served as our director since July 2024. Mr. Nissen has been
with the bank since its inception in 1995 and has been executive vice president and chief banking officer of the
company and president and chief executive officer of the bank since July 2024. Prior to July 2024, Mr. Nissen
served as executive vice president and chief banking officer of the company and president and chief banking
officer of the bank since March 2021; chief commercial and retail banking officer of the company since June
2019; and executive vice president and chief commercial and retail banking officer of the bank since February
2013. He also serves as a member of the bank’s Executive Leadership Team. A graduate of Presbyterian
College in Clinton, South Carolina, Mr. Nissen has over 42 years of experience in the banking industry.



Mr. Nissen currently serves the banking industry as first vice-chair of the board of directors of the
South Carolina Bankers Association (“SCBA”) and is past chair of the SCBA Community Bankers Division. He
is the chair of the SSBCI and SBA 7(a) Loan Committee of the Business Development Corporation.
Additionally, he serves on the Lexington County Health District Board. In 2023, he was the recipient of the
Independent Banks of South Carolina (IBSC) Leadership Award.

Mr. Nissen is an active community leader. He currently serves as a director and member of the
Executive Committee of the Lexington Medical Center Foundation, where he previously served as chair. He is
also a past chair-elect and board member of EngenuitySC. In addition, he has served on the boards of the
Columbia Chamber of Commerce, IBSC, Boys and Girls Club of the Midlands, Harvest Hope Food Bank, and
the Midlands Technical College Foundation. He is a graduate of Leadership Columbia.

Mr. Nissen’s experience in banking and vision for our company give him the leadership and
consensus-building skills that provide significant insight and expertise to the board. As a long-term resident of
Lexington, South Carolina, and a lifetime resident of South Carolina, he has significant ties to the Midlands and
the state of South Carolina. He has been very active in local community and civic organizations.

Class I Nominees

Thomas C. Brown, 68, a Class I director, has served as our director since our formation in 1994. Mr.
Brown is currently the Priest-Rector at St. Paul’s Church in Greenville, South Carolina and has served in that
role since 2011. From 2008 to 2011, he served as the Assistant Rector at All Saints Church, Pawleys Island,
South Carolina. Previously, Mr. Brown was the president and owner of T.C.B. Enterprises of South Carolina,
Inc., a Myrtle Beach-based restaurant business. Mr. Brown graduated from Clemson University in 1981 with a
B.S. degree in Civil Engineering. He completed a three-year term serving on the Clemson Board of Visitors.

Mr. Brown has owned and operated a small business for many years. He has extensive knowledge of
the small business environment and the related challenges. He brings to the board his unique insight and useful
perspective related to the small business environment, which is a primary target market segment for us. Mr.
Brown’s connection to the Greenville, South Carolina area provides us with insight and connection to that
market.

Roderick M. Todd, Jr., 62, a Class I director, has served as our director since our merger with
DeKalb Bankshares, Inc. in June 2006. Mr. Todd served as a director of DeKalb Bankshares, Inc. and the Bank
of Camden, from their inception in 2001 until June 2006. In July 2000, Mr. Todd founded the law firm
Roderick M. Todd, Jr. Attorney and Counselor at Law. Formerly, he was a partner in Cooper and Todd, LLP,
Attorneys, from 1994 to 2000. Mr. Todd is a graduate of the University of South Carolina and the University of
South Carolina School of Law.

Mr. Todd has extensive experience in running and operating his own legal practice in Camden, South
Carolina. As a prior director of a start-up community bank, he brings additional insights to our board regarding
community bank operations. He has strong ties to the Camden market, which is a market into which we
expanded in 2006 through our acquisition of DeKalb Bankshares, Inc.

Information Regarding Continuing Directors
Set forth below is also information about each of our other directors.
Class III Directors

Ray E. Jones, 55, a Class III director, has served as our director since January 2021. Since 2004, Mr.
Jones has served as a Partner in the Columbia office of Parker Poe Adams & Bernstein LLP, Attorneys and
Counselors at Law. In his role as Partner in the Columbia office of Parker Poe, Mr. Jones provides advice and
counsel to a broad spectrum of clients in matters relating to public finance, local taxation, financing of
affordable housing and economic development. A native of Columbia, South Carolina, Mr. Jones attended the
University of South Carolina where he received a Bachelor’s degree in Finance, a Master’s in International



Business Administration through the Darla Moore School of Business and a Juris Doctorate through the School
of Law. Mr. Jones has received numerous recognitions for his work as an attorney focused on economic
development and public finance.

Furthermore, Mr. Jones has served on the following boards:

»  Saluda Shoals Foundation, Board of Directors, 2013-2020, Chair, 2017,

*  March of Dimes, Board of Directors, South Carolina Chapter, 2005-2010; Chair, 2007-2008, and
*  South Carolina Economic Developers’ Association, Board of Directors, 2011-2013.

With more than 20 years of experience, Mr. Jones brings a wealth of knowledge of South Carolina
businesses, local government, public finance, affordable housing and economic development and is an
invaluable asset to our board.

Jane S. Sosebee, 69, a Class III director, has served as our director since May 2019. Ms. Sosebee
retired in 2023 after over 44 years of experience in the telecommunications industry. From 2019 until her
retirement, she was the state President of AT&T South Carolina, where she was responsible for its regulatory,
economic development, legislative and community affairs activities in the state. She served AT&T and its
predecessor companies for over 44 years in various leadership positions. Ms. Sosebee has worked closely with
state and community leaders to help bring new technology and jobs to the state and improve the quality of life
for South Carolinians.

A native of Laurens, South Carolina, Ms. Sosebee attended Clemson University, where she was
awarded a Bachelor’s degree in English. She has served on and chaired the Clemson University Foundation
Board. In 2009, she was awarded the University’s Distinguished Service Award. This award is the highest
honor that the Alumni Association can bestow and is given to those alumni who have not only devoted their life
to professionalism and public service, but who have also continued a lifelong dedication to Clemson University.
In 2023, the Honorable Governor Henry McMaster awarded Ms. Sosebee the Order of the Palmetto, the highest
civilian honor awarded by the Governor of South Carolina, which is awarded to South Carolinians who
demonstrate extraordinary lifetime achievement, service and contributions of national or statewide significance.
She is currently serving or has served the local Upstate South Carolina community as follows:

¢ Clemson University Finance Corporation — Past Board Member

*  Greenville Chamber — Past Board Member and Chair

»  Upstate Alliance — Past Board Member and Chair

*  Peace Center — Past Trustee

*  Urban League of the Upstate — Past Regional Board Member

*  Tri-County Technical College Foundation — Past Board Member
*  Anderson Chamber — Past Board Member

*  Palmetto Bank — Past Director

»  First Citizens Bank — Past Community Advisory Board Member
*  Leadership SC Alumna

*  Leadership Anderson Alumna

*  Fort Hill Presbyterian Church — Elder

Ms. Sosebee’s extensive business experience, volunteerism, leadership, and knowledge of the markets
that we serve qualify her to serve on our board of directors and enhance her ability to contribute as a director.

Alexander Snipe, Jr., 74, a Class III director, has served as our director since May 2005. Since
September 1992, Mr. Snipe has been the president and chief executive officer of Glory Communications, Inc.,
which is headquartered in Columbia, South Carolina, and operates radio stations in Columbia, Florence, and
Moncks Corner, South Carolina; and Augusta, Georgia. Prior to forming Glory Communications, Inc., Mr.



Snipe was a general sales manager at one of Columbia’s top radio stations for 10 years. He has over 40 years of
broadcasting experience and over 30 years in broadcasting ownership; is a past member of the South Carolina
Broadcasters Association board of directors; is a past president of such Association; and is a member of the
South Carolina Broadcasters Hall of Fame. He is a former board member of the Columbia Urban League, the
William L. Bonner Bible College, The Gospel Heritage Foundation, and the National Association of
Broadcasters Radio Board.

Mr. Snipe has significant experience operating a small business since 1992. He is an active community
leader and serves several other associations and foundations. He has strong ties to the Midlands of South
Carolina and has extensive knowledge of the business environment and the markets we serve.

Class I Directors

Mickey E. Layden, 71, a Class I director, has served as our director since May 2019. Ms. Layden is
the Founder/Chair Emeritus of LCK, LLC. As of January 1, 2026, LCK became a sister company of Colliers
International of South Carolina. Prior to January 1, 2026, Ms. Layden was the CEO of LCK, LLC, a partner
firm of Colliers International South Carolina and a women-owned project management services organization.
She was also Executive Vice President and Principal of Colliers International South Carolina. Since 1988, Ms.
Layden led the real estate management division of Colliers International South Carolina, overseeing a large staff
and responsible for over 26 million square feet of space. Ms. Layden served in senior leadership roles at the
national level within the Institute of Real Estate Management (“IREM”), including Senior Vice President for
Membership, IREM Foundation board member, IREM faculty member and chair of numerous other committees
within the organization. In January 2020, she was recognized as one of the “50 Most Influential People in
Columbia” by the Columbia Business Monthly. Furthermore, she has been recognized in many publications and
organizations as a woman of influence in the business community, receiving the 2013 Influential Women in
Business CEO Award, the 2010 Corporate TWIN Award, the 2011 Girl Scouts of South Carolina Mountains to
Midlands Women of Distinction Award, and she was included in the Columbia Business Monthly’s 2011
“Women of Influence”. She currently serves her local community as a member of the board of directors of
Lexington Health, where she is chair-elect and is a member of the Midlands Business Leadership Group.

Additionally, Ms. Layden is a past chair of the board of directors of Midlands Housing Alliance, Inc.
(Transitions) and secretary and executive committee member of the YMCA board of directors. She has served
in leadership roles of many other organizations and community projects throughout her career, including being
a past member of the board of trustees of South Carolina Independent Colleges and Universities.

As an experienced business professional, Ms. Layden has many ties to the Midlands of South Carolina
and has been very active in local community and civic organizations, all of which qualify her to serve on our
board of directors and enhance her ability to contribute as a director.

E. Leland Reynolds, 71, a Class I director, has served as our director since our merger with Savannah
River Banking Corporation in February 2014. He is the co-owner and vice president, since 1986, of H. G.
Reynolds Co., Inc., a regional general contractor specializing in governmental and educational construction. Mr.
Reynolds is a graduate of Clemson University, where he received his degree in Building Science. His civic and
professional associations include Clemson University, Aiken Edgefield Economic Development Partnership,
and USC Aiken. Recently, Mr. Reynolds became a member of the City of Aiken’s Design Review Board. He
previously served on the City of Aiken’s Design Review Board for 11 years in the 1990s and early 2000s.

Mr. Reynolds’ experience and background as a co-owner and executive of a regional business allows
him to bring significant management and leadership skills to our board. He has strong community ties to Aiken,
South Carolina and the surrounding markets.
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Information Regarding Our Executive Officers
Biographical Information

Biographical information for each of our executive officers is provided below (other than Messrs.
Crapps and Nissen). Because Messrs. Crapps and Nissen also serve on our board of directors, we have provided
their biographical information above with our other directors.

Robin D. Brown, 58, has been with the bank since it began organization in August of 1994. She has
served as chief human resources officer and chief marketing officer of the company since June of 2019; and
executive vice president and chief human resources officer and chief marketing officer of the bank since
February 2013. She also serves as a member of the bank’s Executive Leadership Team. Ms. Brown has 41 years
of experience in the banking industry and worked for the National Bank of South Carolina and Republic
National Bank prior to joining the company. Ms. Brown served on, and is a past Chairperson of, the Human
Resources Committee of the South Carolina Bankers Association. Ms. Brown is a magna cum laude graduate of
the University of South Carolina Honors College and received her B.S. degree in Business Administration and
did post graduate work at the USC School of Business. She is a founding board member of the Lexington
County Sheriff’s Foundation, where she has served in various roles since 1999. She is a past board member of
Carolina Wildlife Center and is a past board member of the Palmetto Center for Women. She is also a graduate
of Leadership Lexington County. She was a 2012 Tribute to Women in Business (TWIN) honoree.

Sarah T. Donley, 60, has been with the bank since 1997 and has over 36 years of banking and
financial services experience. On January 1, 2025, she was promoted to executive vice president and chief
operations officer/chief risk officer of the company and the bank and joined the bank’s Executive Leadership
Team. Prior to January 2025, Ms. Donley served as senior vice president and controller of the bank since 2015.
She has also held roles in finance, accounting, operations, and information technology since joining the bank in
1997. Ms. Donley earned a Bachelor of Arts in economics with a minor in business administration and
psychology from Wittenberg University and is a CPA. She is also a graduate of the First Community Bank
Leadership Institute. Ms. Donley has served as a volunteer or financial supporter of local organizations
including Midlands Reading Consortium, Sole Stepping, and Palmetto Place.

Vaughan R. Dozier, Jr., 45, has been with the bank since 2008 and has over 21 years of banking experience.
On January 1, 2024, he was promoted to executive vice president, chief commercial and retail banking officer, South
Region of the company and the bank. He also serves on the bank’s Executive Leadership Team. Before that, he served as
the regional president for the bank’s Lexington Region. In 2020, he was selected as the Outstanding Young Banker of
the Year by the South Carolina Bankers Association. He graduated with a degree in business administration from
Presbyterian College. He is also a graduate of the South Carolina Bankers School and Leadership Columbia. He is a
graduate of the First Community Bank Leadership Institute. He is active in the community, currently serving on the
South Carolina Bankers Association Community Bankers board. He is a member of the Cayce/West Columbia Rotary
Club currently serving as Treasurer. In the past, he has served on the board of directors for several organizations,
including Beginnings SC, The River Alliance, and Presbyterian College Alumni Association.

D. Shawn Jordan, 58, has served as executive vice president and chief financial officer of the
company and the bank since January 2020, and as executive vice president since November 2019. He also
serves as a member of the bank’s Executive Leadership Team. During Mr. Jordan’s 34-year career in the
banking industry, he has held leadership and executive positions with public and private financial institutions
including local, regional and national organizations. His responsibilities have included corporate analytics;
strategic planning; budgeting; forecasting; management, board, regulatory and external reporting; balance sheet
management, including capital, liquidity, funding and interest rate risk planning and management; expected
credit losses and allowance for loan and lease losses modeling, including CECL; regulatory relations; wealth
management; valuation analysis; and mergers and acquisitions. Mr. Jordan served as senior vice president and
manager of corporate analytics with IBERIABANK from April 2018 to November 2019. Prior to joining
IBERIABANK, from October 2011 until its merger with State Bank Financial Corporation in October 2017,
Mr. Jordan worked with AloStar Bank of Commerce where he served as executive vice president and chief
financial officer. Mr. Jordan stayed on with State Bank Financial Corporation until March 2018. He holds a
bachelor’s degree in economics from Centre College and an M.B.A. from Eastern Kentucky University.
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Joseph Andrew (Drew) Painter, 48, has been with the bank since 2003 and has 26 years of
experience in the banking industry. On January 1, 2024, he was promoted to executive vice president, chief
commercial and retail banking officer, North Region of the company and the bank. He also serves on the bank’s
Executive Leadership Team. Prior to the promotion, he served as the regional president for the Columbia
Region, where he also served as a commercial banker for First Community Bank for 20 years. He is a graduate
of the University of South Carolina in Columbia, SC. He is currently serving as Board Chair for the Baptist
Healthcare System of South Carolina. He is the former Board Chair for the Prisma Health Children’s Hospital
in Columbia, SC as well as former Board Chair for the Prisma Health Midlands Foundation. He currently serves
as Vice Chair of the Main Street District of Columbia, SC where he previously served as Treasurer. He is the
past Chair of the Legislative Committee of the South Carolina Bankers Association and currently serves on the
South Carolina Bankers School Board and is a graduate of the South Carolina Bankers School. In 2018, he was
selected as the Outstanding Young Banker of the Year by the South Carolina Bankers Association. He is the
former President of the Spring Valley Rotary Club. He is a graduate of Leadership Columbia and the First
Community Bank Leadership Institute.

John F. (Jack) Walker, IV, 60, has over 37 years of experience in the banking industry. Mr. Walker
has served as executive vice president and chief credit officer of the company and the bank since August 2019.
He joined the bank in September 2009 and previously held various credit administration roles. He also serves as
a member of the bank’s Executive Leadership Team. From 2005 through 2009, he worked at NetBank Business
Finance as a director of franchise/commercial credit. Prior to this, he was with SouthTrust Bank for five years
as a senior vice president — commercial banking and for 11 years with SunTrust Bank as a first vice president.
He earned a bachelor’s degree in computer science from Yale University. He is a graduate of the First
Community Bank Leadership Institute.
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Proposal No. 2
Non-Binding, Advisory Vote on Compensation of the Named Executive Officers

The rules adopted by the SEC under the Dodd-Frank Wall Street Reform and Consumer Protection Act
of 2010 enable our shareholders to vote to approve, on a non-binding basis, the compensation of our named
executive officers. Accordingly, we are asking you to approve the compensation of our named executive
officers, as described under “Director and Executive Officer Compensation,” including the tabular and narrative
disclosures contained in this proxy statement. The vote on this resolution is not intended to address any specific
element of compensation, but rather relates to the overall compensation of our named executive officers as
described in this proxy statement in accordance with the applicable SEC compensation disclosure rules.

Our compensation programs are designed to reward our named executive officers for achieving
strategic and operational goals and increasing shareholder value, while avoiding the encouragement of
unnecessary or excessive risk-taking. We believe that our compensation policies and procedures are competitive
and focused on performance and are aligned with the long-term interest of our shareholders.

This proposal, commonly known as a “Say-on-Pay” vote, allows shareholders to express their views on
the compensation of our named executive officers, as disclosed in this proxy statement. This vote is advisory
and will not be binding on us, the board of directors or the compensation committee. However, we will take into
account the outcome of the vote when considering future executive compensation arrangements. At the 2025
Annual Meeting of Shareholders, our shareholders voted to hold the advisory vote on executive compensation
every year. Accordingly, we currently hold an annual say-on-pay vote, and the next shareholder advisory vote
on the frequency of say-on-pay votes will occur no later than our 2031 Annual Meeting of Shareholders.

The board of directors believes our compensation policies and procedures achieve this objective and,
therefore, recommends that shareholders vote “FOR” the proposal through the following resolution:

“RESOLVED, that the compensation paid to our named executive officers, as disclosed in our
Proxy Statement for the 2026 Annual Meeting of Shareholders pursuant to the compensation
disclosure rules of the U.S. Securities and Exchange Commission, including the compensation
tables and related narrative discussion, is hereby APPROVED.”

If a quorum is present, the proposal will be approved if the number of shares of common stock voted in

favor of the matter exceeds the number of shares of common stock voted against the matter. Abstentions, broker
non-votes, and the failure to return a signed proxy will have no effect on the outcome of the vote on this matter.
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Proposal No. 3
Ratification of Appointment of the Independent Registered Public Accounting Firm

On March 11, 2026, our Audit and Compliance Committee, which we refer to herein as the audit
committee, of the board of directors appointed Elliott Davis, LLC as our independent registered public
accounting firm for the year ending December 31, 2026. Although we are not required to seek shareholder
ratification of the selection of our accountants, we believe obtaining shareholder ratification is desirable. If the
shareholders do not ratify the appointment of Elliott Davis, LLC, the audit committee will re-evaluate the
engagement of our independent auditors. Even if the shareholders do ratify the appointment, our audit
committee has the discretion to appoint a different independent registered public accounting firm at any time
during the year if the audit committee believes that such a change would be in the best interest of our
shareholders and the company. We expect that a representative of Elliott Davis, LLC will be available either in-
person or via telephone during the meeting to respond to appropriate questions from sharecholders. The
representative will also have an opportunity to make a statement if he or she desires to do so.

If a quorum is present, this proposal will be approved if the number of shares of common stock voted
in favor of the matter exceeds the number of shares of common stock voted against the matter. Because this
proposal is a “routine” matter, if you do not submit voting instructions to your broker, your broker may exercise
its discretion to vote your shares on this proposal. Accordingly, broker non-votes are not expected on this
proposal. Abstentions and the failure to return a signed proxy will have no effect on the outcome of the vote on
this matter.

The board unanimously recommends that shareholders vote “FOR” the ratification of the
appointment of Elliott Davis, LLC as our independent registered public accounting firm for the year
ending December 31, 2026.
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CORPORATE GOVERNANCE
Introduction

Our directors meet regularly to review our operations and discuss our business plans and strategies.
Our board of directors met 15 times during 2025. Each director attended at least 75% of the combined total of
meetings of the board and meetings of each committee on which such director served during 2025. Neither our
board nor the nominating committee has implemented a formal policy regarding director attendance at an
annual meeting of shareholders. Although board members are encouraged to attend the annual meeting of
shareholders, we recognize that conflicts may occasionally arise that will prevent a director from attending an
annual meeting. Nine of the 12 directors then serving on our board attended the 2025 Annual Meeting of
Shareholders in person.

Director Independence

Under the rules of The Nasdaq Stock Market, which we refer to herein as Nasdaq, independent
directors must constitute a majority of a listed company’s board of directors. A director will only qualify as an
“independent director” if, in the opinion of that company’s board of directors, that person does not have a
relationship that would interfere with the director’s exercise of independent judgment in carrying out the
responsibilities of a director.

Our board has determined that a majority of its members are independent as defined by the listing
standards of Nasdaq. Specifically, our board of directors has determined that the following directors are
independent: Jonathan W. Been, Thomas C. Brown, C. Jimmy Chao, Jan H. Hollar, Ray E. Jones, W. James
Kitchens, Jr., Mickey E. Layden, E. Leland Reynolds, Alexander Snipe, Jr., Jane S. Sosebee, and Roderick M.
Todd, Jr. Michael C. Crapps and J. Ted Nissen are considered inside directors and, therefore, are not
independent because of their employment as executive officers of the company. Furthermore, Fred J. Deutsch is
considered an inside director and, therefore, is not independent because of his employment as an officer of the
bank.

In making its independence determinations, the board considered, in addition to the factors that would
trigger disclosure under Item 404, the payment of real estate project management and loan inspection services
fees to LCK, LLC pursuant to normal market terms. Such fees totaled $4,908, $0 and $10,500 in 2025, 2024
and 2023, respectively. At the time of those transactions, Ms. Layden owned 67% of the equity of LCK, LLC
and served as its Chief Executive Officer and as a member of its board of directors. Effective January 1, 2026,
LCK, LLC became a wholly owned subsidiary of Colliers International of South Carolina. Ms. Layden is no
longer involved as an officer of LCK, LLC or Colliers International of South Carolina, is not in a position to
influence decision-making for either entity and is not incentivized based on the profitability of either entity. The
board determined that Ms. Layden’s interest in these transactions was financially de minimis and would not
interfere with the exercise of her independent judgment in carrying out the responsibilities of a director.

Code of Business Conduct and Ethics

The board of directors has established a Code of Business Conduct and Ethics that applies to all
directors, officers and employees, which may be found by clicking the link for “Investors” under the “About”
tab on our website at www.firstcommunitysc.com. The information on our website is not part of this proxy
statement. We intend to post on our website all disclosures that are required by law or Nasdaq listing standards
concerning any amendments to, or waivers from, the Code of Business Conduct and Ethics. Shareholders may
request a copy of the Code of Business Conduct and Ethics by written request directed to First Community
Corporation, Attention: Corporate Secretary, 5455 Sunset Blvd., Lexington, South Carolina 29072.

Stock Ownership Guidelines

We maintain stock ownership guidelines applicable to (i) each member of our Executive Leadership
Team, which includes our executive officers, who is expected to own a minimum of two times his or her annual
base salary, and (ii) directors, who were directors prior to February 21, 2023, who are expected to own a
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minimum of 10,000 shares of our common stock. Executive Leadership Team members are permitted to sell
and/or surrender up to 50 percent of vested stock awards primarily to satisfy tax withholding obligations on
vested shares. Director deferred units held in our Amended and Restated Non-Employee Director Deferred
Compensation Plan are included in such director’s ownership calculations. There is no period for either our
Executive Leadership Team members or directors to achieve compliance; however, we monitor compliance
with these guidelines on an ongoing basis, and covered persons are subject to pre-clearance requirements before
trading in our common stock.

Effective February 21, 2023, we approved the following stock ownership guidelines applicable to new
directors, on or after February 21, 2023: (i) to own a minimum of 1,000 shares of our common stock; (ii) to own
a minimum of 5,000 shares of our common stock within five years of becoming a director (the “long-term
ownership requirement”); and (iii) to own a minimum of 10,000 shares of our common stock before selling
shares of our common stock. Any director deferred units held in our Amended and Restated Non-Employee
Director Deferred Compensation Plan are included in such director’s ownership calculations. If a director does
not meet the long-term ownership requirement, the director’s cash retainer will be deferred into share units
under our Amended and Restated Non-Employee Director Deferred Compensation Plan until the long-term
ownership requirement is met.

We monitor ownership levels and compliance on an ongoing basis by requiring Executive Leadership
Team members and directors to receive pre-approval from the chief executive officer or chief financial officer
prior to trading in our common stock.

Insider Trading Policies and Procedures

We have adopted a written insider trading policy (the “Insider Trading Policy” or “Policy”) that
applies to the company, including any of its subsidiaries, and all of its personnel, including its directors,
officers, and employees. Trading restrictions, however, also extend to related parties including entities
controlled by the covered person, and family members who reside with them. The Policy is designed to promote
compliance with insider trading laws and applicable stock exchange rules. The Policy prohibits the purchase or
sale of the company’s securities by any covered person while in possession of material nonpublic information
until after a lapse of two full business days after the company has announced such material nonpublic
information. It includes pre-clearance requirements for directors, executive officers, and certain other
employees before engaging in any transaction involving company securities.

The Policy establishes regular blackout periods around the release of earnings and other material
financial information, during which trading is not permitted, as applicable to directors, Section 16 Officers, and
any individual the Board designates as a covered person. It also restricts hedging, short sales, and pledging of
company securities. Covered individuals are responsible for maintaining the confidentiality of nonpublic
information and are prohibited from sharing such information with others who might trade on it (“tipping”).

The Policy also outlines pre-clearance procedures for the adoption and use of Rule 10b5-1 trading
plans in accordance with SEC regulations. In particular, such a trading plan must be adopted only outside of a
restricted period (as defined by the policy) and where the covered person is unaware of material nonpublic
information. To that end, the plan requires the covered person to state that they are unaware of any material
nonpublic information, and that the plan is being entered into in good faith and not as part of a scheme to evade
Rule 10b5-1. For directors and officers subject to Section 16 of the Exchange Act, trading may not begin until
the later of (i) 90 days following adoption or modification of the Rule 10b5-1 plan or (ii) two business days
following the filing of the company’s Form 10-Q or Form 10-K for the fiscal quarter in which the Rule 10b5-1
plan was adopted or modified, subject to a maximum cooling-off period of one hundred twenty (120) days. All
other individuals are subject to a minimum cooling-off period of thirty (30) days. The company prohibits the
maintenance of multiple overlapping Rule 10b5-1 plans and, generally, prohibits single-trade Rule 10b5-1
plans, except where expressly permitted under applicable law and approved in advance by a Trading
Compliance Officer.
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The company believes this Policy is reasonably designed to promote compliance with applicable
insider trading laws, rules, and regulations, and to reinforce a culture of integrity and accountability with respect
to the handling of material nonpublic information. Any exception to the Insider Trading Policy is thoroughly
reviewed and must be approved in advance by the Trading Compliance Officer. All exceptions must be
documented in writing and the Trading Compliance Officer is required to report any exception involving a
director or executive officer to the board or appropriate committee.

Prohibition on Short Sales, Hedging, and Pledging of Company Securities

We consider it improper and inappropriate for our directors, officers, and employees to engage in
short-term or speculative transactions in the company’s securities, or in transactions that could result in
inadvertent violations of insider trading laws. Accordingly, the Insider Trading Policy includes the following
prohibitions:

*  Short Sales: Directors, officers, and employees are prohibited from engaging in short sales of the
company’s securities, including transactions that involve selling securities not owned at the time
of sale or not timely delivered in accordance with SEC rules. The Insider Trading Policy also
addresses restrictions on certain options transactions that may be deemed short sales under Section
16(c) of the Exchange Act.

*  Hedging Transactions: Directors, officers, and employees are prohibited from entering into
hedging or monetization transactions—such as zero-cost collars, forward sale contracts, or similar
arrangements—that are designed to offset decreases in the market value of company securities.
These transactions may misalign insider interests with those of shareholders by minimizing the
economic risk of ownership.

*  Pledging and Margin Accounts: Directors, officers, and employees are prohibited from holding
company securities in margin accounts or pledging them as collateral for loans. This restriction is
intended to prevent the forced sale of securities at a time when the individual may possess material
nonpublic information. An exception is provided for securities that were already held in a margin
account or pledged as of the Policy’s effective date of January 27, 2026. Any renewal, extension
or material modification of a pre-existing pledge or margin arrangement shall require the prior
approval of the board or a committee thereof designated by the board.

These provisions are intended to align the interests of insiders with long-term shareholders and support
compliance with applicable securities laws.

Clawback Policy

The compensation committee believes it is appropriate to adjust or recover incentive awards or
payments in the event the financial reporting measures upon which they are based are restated or otherwise
adjusted in a manner that would reduce the size of an award or payment. As required under SEC and Nasdaq
rules, our board of directors approved the Incentive Compensation Recovery Policy (the “Clawback Policy™)
effective September 19, 2023. The Clawback Policy applies in the event that we are required to prepare an
accounting restatement. In such event, the company shall recover any awarded incentive compensation received
by an executive officer during the three completed fiscal years immediately preceding the date of such
restatement that exceeds the amount that would have been received if based on the restated amounts, without
regard to taxes paid by the executive officer. We will not indemnify any executive officer against the loss of any
incorrectly awarded or otherwise recouped incentive compensation. The obligation to recover such erroneously
awarded compensation is not dependent on if or when the company files restated financial statements with the
SEC and does not require any finding of misconduct by an executive officer or such officer being found
responsible for the accounting error leading to the accounting restatement.
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Communications with the Board of Directors

Shareholders may communicate directly to our board of directors in writing by sending a letter to the
board at: First Community Corporation, Attention: Corporate Secretary, 5455 Sunset Blvd., Lexington, South
Carolina 29072. All letters directed to the board of directors will be received and processed by the corporate
secretary and will be forwarded to the chairman of the nominating committee without any editing or screening.

Board Leadership Structure

We are focused on our corporate governance practices and value independent board oversight as an
essential component of strong corporate performance to enhance shareholder value. Our commitment to
independent oversight is demonstrated by the fact that a majority of our directors are independent. In addition,
each member of our board of directors’ audit, compensation, and nominating committees is independent.

Our board of directors believes that it is preferable for one of our independent directors to serve as
chairman of the board. Director C. Jimmy Chao was appointed to serve as chairman of our board on May 19,
2021. Mr. Chao served as vice chair of our board since May 2020 and has served as our director since our
formation in 1994. We believe it is the chairman’s responsibility to guide the board as it provides leadership to
our executive management while our chief executive officer manages the company. As directors continue to be
faced with more oversight responsibility than ever before, we believe it is beneficial to have separate
individuals in the role of chairman and chief executive officer. In making its decision to have an independent
chairman, our board of directors considered the time and attention that Messrs. Crapps and Nissen are required
to devote to managing our day-to-day operations. By having another director serve as chairman of our board of
directors, Messrs. Crapps and Nissen are able to focus more of their attention on running the company and the
bank. This will also ensure there is no duplication of effort between the chairman and the chief executive officer
of the company and the chief executive officer of the bank. We believe this board leadership structure is
appropriate in maximizing the effectiveness of board oversight and in providing perspective to our business that
is independent from executive management.

We recognize that different board leadership structures may be appropriate for companies in different
situations. We will continue to reexamine our corporate governance policies and leadership structures on an
ongoing basis to ensure that they continue to meet our needs.

Board’s Role in Risk Oversight

Our audit committee is primarily responsible for overseeing our risk management processes on behalf
of the full board of directors. The audit committee focuses on financial reporting risk and oversight of the
internal audit process. It receives reports from management at least quarterly regarding our assessment of risks
and the adequacy and effectiveness of our internal control systems, as well as reviews reports through our
Enterprise Risk Management process that include credit and market risk (including liquidity and interest rate
risk) and operational risk (including compliance and legal risk). Strategic and reputation risk are also regularly
considered by the audit committee. The audit committee also receives reports from management addressing the
most serious risks impacting our day-to-day operations. Our director of internal audit reports to the audit
committee and meets with the audit committee in executive sessions as needed to discuss any potential risk or
control issues involving management. The audit committee reports regularly to the full board of directors,
which also considers our entire risk profile. The full board of directors focuses on certain significant risks facing
the company and on certain aspects of our general risk management strategy. Management is responsible for the
day-to-day risk management processes. Our board has appointed a chief risk officer responsible for the strategic
management of compliance, operations, cyber, fraud and physical security. Our credit and balance sheet
management risks are managed by our chief credit officer and chief financial officer, respectively. We believe
this division of responsibility is the most effective approach for addressing the risks facing our company and
that our board leadership structure supports this approach.
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Our compensation committee is responsible for overseeing the management of risks related to our
executive and non-executive compensation plans. Our nominating committee oversees the management of risk
associated with the board, including independence, nomination and competence of the directors. Our loan
committee is responsible for the oversight of the management of risks related to our loan portfolio. Our asset-
liability committee is responsible for oversight of the management of risks associated with our policies and
procedures related to all aspects of balance sheet management, including investment management, liquidity
management, interest rate risk management, and capital management.

Cyber and Information Security. Cybersecurity risk management is led by our information security
and third party risk officer (“ISO”), who reports functionally to our board, administratively to our chief risk
officer and works in coordination with our enterprise risk management and information technology
departments. The ISO provides regular updates to our senior management and the audit committee of our board.
We use a combination of internal assessments and third-party penetration testing to evaluate our cybersecurity
risk posture. These assessments help identify potential vulnerabilities and inform our prioritization of mitigation
efforts. As part of our incident response planning, we maintain and periodically update a formal cyber incident
response plan, which is tested through tabletop exercises and simulation scenarios. These exercises involve
representatives from key departments and are designed to assess our preparedness, validate response
procedures, and identify areas for improvement.

With respect to cybersecurity, on a quarterly basis, our audit committee receives reports from
management on cybersecurity risks and preparedness. Interim reports are to be produced in the case of any
extraordinary events. While our audit committee, and the board of directors to which it reports, oversees our
cybersecurity risk management, our management and information technology, and enterprise risk management
departments, specifically our ISO, are responsible for the day-to-day cybersecurity risk management processes.
Threats from cyber-attacks are severe, attacks are sophisticated and increasing in volume, and attackers respond
rapidly to changes in defensive measures. Security awareness training is conducted regularly to increase overall
employee awareness about cyber threats. Our systems and those of our customers and third-party service
providers are under constant threat and it is possible that we could experience a significant event in the future.
We maintain a cyber insurance policy that is designed to reduce the risk of loss resulting from cybersecurity
breaches. While we believe that our cybersecurity programs are appropriate and have been effective to prevent
material incidents thus far, risks and exposures related to cybersecurity attacks are expected to remain high for
the foreseeable future due to the rapidly evolving nature and sophistication of these threats, as well as due to the
expanding use of online banking, mobile banking and other technology-based products and services by us and
our customers. As of the date of this proxy statement, we have not experienced any material cybersecurity
incidents.

Environmental, Social and Governance (ESG). Our board of directors understands its role as steward
of long-term corporate performance, and that a board of directors has an important role to play in overseeing the
company’s efforts to be aware of, and to navigate, the evolving risks and opportunities related to ESG matters.
Our compensation committee annually reviews our compensation strategies, benefit plans including insurance
and retirement and equity programs, and considers issues of fairness to employees and long-term sustainability
of our business as part of its review. Our nominating committee reviews governance matters, is focused on
diversity and considers diversity to be an important consideration as we seek to best understand how to
effectively do business in and serve our community. Committees of the board of directors assist the board of
directors in fulfilling its oversight responsibilities with respect to our development and implementation of
corporate social responsibility initiatives, including those related to various ESG matters. In 2026, we will
continue to evaluate ESG and respond as appropriate to evolving guidance and expectations.

We have a company-wide recycling program and encourage our employees to reduce, reuse and
recycle waste. We also have a monthly service for commingled recycling pickup at many of our banking
locations. Furthermore, we shred paper for security purposes, but it also has a positive impact on the
environment. We have taken innovative steps to improve our energy usage by changing old light fixtures to
LED light fixtures beginning in 2022. We plan to upgrade the energy efficiency of some of our locations each
year until all of our locations have been upgraded.
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Committees of the Board

Our board of directors has an audit committee, a compensation committee, and a nominating
committee. Each committee serves in a dual capacity as a committee of the company and of the bank.

Audit Committee

Our audit committee met five times in 2025. The following directors are members of our audit
committee: Jane S. Sosebee (Chair), Jan H. Hollar, Ray E. Jones, W. James Kitchens, Jr., and Jonathan W.
Been. Mr. Been joined the board and audit committee as a result of our merger with Signature Bank of Georgia,
which became effective at 11:59 PM, Eastern Time on January 8, 2026. Our board of directors has determined
that all of these committee members are independent, as defined under the Nasdaq listing standards. Our board
has also determined that Mr. Kitchens qualifies as an “audit committee financial expert” under SEC rules.

Our audit committee operates under a written charter adopted by the board of directors and is
responsible for reviewing our financial statements, evaluating internal accounting controls, reviewing reports of
regulatory authorities, and determining that all audits and examinations required by law are performed. In
addition to its audit-related responsibilities, the audit committee also oversees the company’s compliance with
applicable legal and regulatory requirements and the company’s risk management and compliance programs, as
further described in its charter. Our audit committee approves the independent auditors, reviews and approves
the auditor’s audit plans, and reviews with the independent auditors the results of the audit and management’s
responses. The audit committee also has the authority to retain independent legal, accounting, and other
advisors as it deems necessary to carry out its responsibilities. The audit committee charter may be found by
clicking on the link for “Investors” under the “About” tab on our website at www.firstcommunitysc.com. The
charter outlines the audit committee’s responsibilities for overseeing the entire audit function and appraising the
effectiveness of internal and external audit efforts and may be amended by the board at any time. The audit
committee reports its findings to our board of directors.

Compensation Committee

Our compensation committee met six times during 2025 and reviewed our compensation policies and
practices and concluded that they do not create risks that are reasonably likely to have a material adverse effect
on us. The following directors are members of the compensation committee: Thomas C. Brown (Chair), Mickey
E. Layden, E. Leland Reynolds, Alexander Snipe, Jr. and Roderick M. Todd, Jr. Our board of directors has
evaluated the independence of the members of our compensation committee and has determined that each
member of our compensation committee meets the definition of an “independent director” under Nasdaq
standards and qualifies as a “non-employee director” under Rule 16b-3 under the Exchange Act.

Our compensation committee operates under a written charter adopted by the board of directors and is
responsible for developing and making recommendations to the board with respect to our board and executive
compensation policies and for the approval and administration of our existing and proposed board and executive
compensation plans. In addition, as set forth in its charter, our compensation committee oversees our broader
compensation, benefits, and human resources policies and programs. The compensation committee charter may
be found by clicking on the link for “Investors” under the “About” tab on our website at
www.firstcommunitysc.com.

Our compensation committee is responsible for reviewing and recommending to the board of directors
the compensation of directors and chief executive officers of the company and the bank. The compensation
committee charter does not authorize the compensation committee to form and delegate its authority to
subcommittees. Specifically, the compensation committee determines the contents of our board and executive
compensation plans, authorizes the awards to be made pursuant to such plans and reviews and recommends
annually all compensation decisions relating to our board and chief executive officers of the company and the
bank. The compensation committee annually reviews the other executive officers’ performance and base salary
and incentive compensation plans, equity plans, and any special or supplemental benefits. The chief executive
officer of the bank annually evaluates the performance of such other executive officers and reviews the
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compensation packages for each of them with the compensation committee. The compensation packages for the
remaining non-executive employees are determined by individual supervisors in conjunction with the bank’s
chief human resources officer and based on criteria included in the bank’s overall budget, which is approved
annually by our board of directors.

The compensation committee has authority with respect to:

Annually reviewing the form and amount of director compensation and recommending
compensation packages to the board.

Annually reviewing employee compensation strategies, benefit plans including insurance and
retirement plans, and equity programs.

Approving officer title designations/promotions.
Appointing trustees to oversee our 401(k) plan.

Annually evaluating the chief executive officer of the company’s performance as it compares to
our goals and objectives, providing feedback to him on his performance, and recommending to the
board his compensation package, including base salary level, incentive compensation plan, equity
plans, and any special or supplemental benefits (during such voting and deliberations, the chief
executive officer is not present).

Annually evaluating the chief executive officer of the bank’s performance as it compares to the
bank’s goals and objectives, providing feedback to him on his performance, and recommending to
the board his compensation package, including base salary level, incentive compensation plan,
equity plans, and any special or supplemental benefits (during such voting and deliberations, the
chief executive officer is not present).

Annually reviewing the other executive officers’ performance and their individual compensation
packages, including base salary level, incentive compensation plan, equity plans, and any special
or supplemental benefits.

Reviewing and making recommendations to our board concerning employment agreements,
severance agreements, change in control agreements, as well as any supplemental benefits.

Overseeing all incentive plans and considering methods of creating incentives for management to
achieve sustained growth in earnings and shareholder value and the retention of key management
personnel. This may include annual cash incentive plans, long-term incentive plans, equity plans,
as well as any special supplemental benefits. The compensation committee makes a
recommendation to the board concerning the design structure of such plans.

Ensuring that our incentive compensation programs do not encourage unnecessary and excessive
risk taking that would threaten our value or the integrity of our financial reporting.

Retaining or obtaining the advice, if needed, of a compensation consultant, legal counsel or other
advisor, after compliance with Nasdaq listing Rule 5605(d)(3).

Compensating, and overseeing such advisors and ensuring receipt of appropriate funding to carry
out its responsibilities with respect to such advisors.

Serving as the stock committee or stock sub-committee and, as such, approving awards under our
stock option plan and other equity plans.

Approving our annual report on executive compensation and directors’ fees for inclusion in our
proxy statement, if applicable.
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*  Approving the annual committee report for inclusion in our proxy statement, if required.

*  Reporting annually to the board on succession planning for key positions, including the chief
executive officer, executive leadership team members, director of mortgage banking, director of
financial planning, BSA officer, compliance officer, and information security officer.

* Reporting its activities and recommendations to the board of directors at any regular or special
meeting of the board.

*  Annually reviewing its charter and presenting it to the board for approval.
Role of Our Compensation Consultant

We periodically engage an external national compensation consulting firm to provide independent
compensation consulting services regarding our director and executive management compensation. In 2025, our
compensation committee engaged Blanchard Consulting Group to conduct this independent external review of
board and executive compensation. Blanchard Consulting Group reported directly to the compensation
committee and assisted with accumulation and analysis of updated peer data. It is anticipated that we will
engage an external compensation consulting firm approximately every three years for a full review.

Blanchard Consulting Group is available to the compensation committee and the executive vice
president of human resources for ongoing consultation relative to compensation issues.

Compensation Committee’s Relationship with its Independent Compensation Consultant

Our compensation committee considered the independence of Blanchard Consulting Group in
accordance with SEC rules and Nasdaq listing standards. In selecting these consultants the following factors
were considered: (1) other services provided to us by the company; (2) fees paid by us as a percentage of the
company’s total revenue; (3) policies or procedures maintained by the company that are designed to prevent a
conflict of interest; (4) any business or personal relationships between the senior advisors and a member of the
compensation committee; (5) any company stock owned by the senior advisors; and (6) any business or
personal relationships between our executive officers and the senior advisors. Our compensation committee
discussed these considerations and concluded that the work performed by the company and its senior advisors
involved in the engagements did not raise any conflict of interest.

Selected Peer Review and Compensation Committee Functions

A primary role of the compensation committee is to analyze the competitiveness of, and the structure
and amounts of annual base salary, annual cash awards and long-term equity awards, where applicable, to be
paid to our executives. The compensation committee also structures and monitors our equity-based
compensation plans and employment agreements with its executive officers which include, among other things,
provisions relating to executives in the event of a change in control of the company. In order to gauge the
competitiveness of our executive compensation level, the compensation committee may analyze market data
regarding annual base salary, annual cash bonus awards and long-term equity incentive awards paid by certain
companies in what the compensation committee considers the company’s “primary competitor group.”

For their external compensation review of board and executive compensation conducted in 2025,
Blanchard Consulting Group recommended using a peer group comprised of publicly traded banks with asset
sizes between $1.2 billion and $3.6 billion as of December 31, 2024 who are located in the Southeastern U.S.
including Alabama, Georgia, Florida, North Carolina, South Carolina, Virginia, and West Virginia.
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BayFirst Financial Corp (BAFN)
Blue Ridge Bankshares, Inc. (BRBS)
C&F Financial Corporation (CFFI)
Chain Bridge Bancorp, Inc. (CBNA)
Colony Bankcorp, Inc. (CBAN)
Eagle Financial Services, Inc. (EFSI)
F & M Bank Corp. (FMBM)

First National Corporation (FXNC)

MVB Financial Corp (MVBF)

National Bankshares, Inc. (NKSH)

Old Point Financial Corporation (OPOF)
Peoples Bancorp of North Carolina, Inc. (PEBK)
River Financial Corporation (RVRF)

Security Federal Corporation (SFDL)

Southern First Bancshares, Inc. (SFST)

Southern States Bancshares, Inc. (SSBK)

FVCBankcorp, Inc. (FVCB)
John Marshall Bancorp, Inc. (JMSB)
MainStreet Bancshares, Inc. (MNSB)

USCB Financial Holdings Inc. (USCB)
Virginia National Bankshares Corporation (VABK)

The peer data was reviewed and, with respect to each of the top executive officer positions, compared
for the scope of responsibilities of the position within the company to the equivalent responsibilities of positions
within the companies included in the survey data. The compensation committee then compared our
compensation and benefits practices with those of the banks included in the survey data and took the results into
account when establishing compensation guidelines and recommendations for executives in establishing
compensation for bank executives. In determining each executive’s base salary and annual cash bonus
opportunity, the compensation committee considered those two elements together, as well as other factors, in
order to set an appropriate level of total annual cash compensation. In general, the compensation committee
seeks to give each executive the opportunity to earn an annual cash bonus that, if earned and when combined
with the executive’s base salary, would result in total annual cash compensation to the executive that is
competitive with the market data provided by the surveys. Consideration of compensation structures among the
selected primary competitor group was only one of the tools used by the compensation committee to assess
competitive compensation and to determine appropriate compensation amounts and structures for the
company’s executive officers. In order to attract, retain and incentivize executive officers of the company, the
compensation committee may, in its discretion and judgment, determine that it is in the best interest of the
company to negotiate compensation packages that vary significantly from the compensation levels and
incentive structures offered by competitors. Total compensation for executives is targeted to be between the
45th and 90th percentile of market when compared to peer banking organizations.

For peer comparison metrics in the cash and equity incentive plans, the company uses a peer index of ' to 1
Y2 times the company’s asset size for publicly traded banks located in the Southeastern U.S. Data is compiled from
S&P Capital IQ Pro based on the 2025 filings as reported by each peer group institution. For year-end 2025, the peer
group was established as of December 31, 2024 and that index included the following banks:

Bank of the James Financial Group, Inc. (BOTJ)  FVCBankcorp, Inc. (FVCB)

BankFirst Capital Corporation (BFCC)
BayFirst Financial Corp. (BAFN)

Blue Ridge Bankshares, Inc. (BRBS)

C&F Financial Corporation (CFFI)

Chain Bridge Bancorp, Inc. (CBNA)
Chesapeake Financial Shares, Inc. (CPKF)
Citizens Bancorp Investment, Inc. (CBTN)
Citizens Holding Company (CIZN)

CNB Corp (CNBW)

Coastal Carolina Bancshares, Inc. (CCNB)
CoastalSouth Bancshares, Inc. (COSO)
Eagle Financial Services, Inc. (EFSI)

F & M Bank Corp. (FMBM)

First Citizens Bancshares, Inc. (FIZN)
First National Corporation (FXNC)

First US Bancshares, Inc. (FUSB)
Freedom Financial Holdings, Inc. (FDVA)

John Marshall Bancorp, Inc. (JMSB)

MainStreet Bancshares, Inc. (MNSB)

Morris State Bancshares, Inc. (MBLU)

Mountain Commerce Bancorp, Inc. (MCBI)
National Bankshares, Inc. (NKSH)

NewtekOne, Inc. (NEWT)

Oakworth Capital Inc. (OAKC)

PB Financial Corporation (PBNC)

Peoples Bancorp of North Carolina, Inc. (PEBK)
Pinnacle Bankshares Corporation (PPBN)
Skyline Bankshares, Inc. (SLBK)

South Atlantic Bancshares, Inc. (SABK)

United Bancorporation of Alabama, Inc. (UBAB)
USCB Financial Holdings, Inc. (USCB)
Uwharrie Capital Corp (UWHR)

Virginia National Bankshares Corporation (VABK)
White River Bancshares Company (WRIV)
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Nomination and Corporate Governance Committee

The nominating committee met three times during 2025. The following directors are members of our
nominating committee: Roderick M. Todd, Jr. (Chair), E. Leland Reynolds, Alexander Snipe, Jr., Jane S.
Sosebee, and Jonathan W. Been. Mr. Been joined the board and nominating committee as a result of our merger
with Signature Bank of Georgia, which became effective at 11:59 PM, Eastern Time on January 8, 2026. Our
board of directors has determined that all of these committee members are independent, as contemplated in the
listing standards of Nasdaq.

The board of directors has adopted a nominating committee charter, which may be found by clicking
on the link for “Investors” under the “About” tab on our website at www.firstcommunitysc.com. The charter
provides that the responsibilities of the committee include:

reviewing the qualifications and independence of the members of the board and its various
committee assignments;

evaluating incumbent directors in determining consideration for re-election;
recommending board nominees for election;
providing guidance on board and corporate governance issues; and

considering director candidates recommended by shareholders who submit nominations in
accordance with our bylaws.

In particular, the nominating committee has authority with respect to:

Annually reviewing and making recommendations to the board concerning the size, composition,
qualifications, independence, and structure of the board.

Annually obtaining Board independence questionnaires in order to certify board member
independence under NASDAQ, FDICIA, and other applicable authorities.

Annually reviewing and making recommendations with respect to committee structure, committee
composition, and the designation of the chair of each committee.

Assisting the board in identifying and reviewing the qualifications of prospective directors,
including incumbent directors and any candidates submitted for nomination by shareholders, and
selecting and recommending to the board individuals who demonstrate the highest personal and
professional integrity, exceptional ability and judgment, and effectiveness in serving the long-term
interests of shareholders.

Establishing, in connection with the nomination process, appropriate policies and procedures for
determining director nominees, including procedures for shareholder recommendations.

Annually reviewing and recommending to the board any proposed amendments to the Bylaws and
any other appropriate governance guidelines.

Monitoring continuing education programs for directors.

Developing and implementing an appropriate board and committee self-evaluation process and
reporting the results of such evaluations in a timely manner.

Reporting to the board on the committee’s activities and recommendations no less than twice per
year.

Annually reviewing the committee’s charter and presenting it to the board for approval.
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Shareholders who submit candidates for nomination must deliver nominations in writing to our
corporate secretary no later than (i) with respect to an election to be held at an annual meeting of shareholders,
90 days in advance of such meeting; and (ii) with respect to an election to be held at a special meeting of
shareholders for the election of directors, seven days after notice of the special meeting is given to shareholders.
Each notice must set forth: (i) the name and address of the shareholder who intends to make the nomination and
of the person or persons to be nominated; (ii) a representation that the shareholder is a holder of record of stock
of the company entitled to vote at such meeting and intends to appear in person or by proxy at the meeting to
nominate the person or persons specified in the notice; (iii) a description of all arrangements or understandings
between the shareholder and each nominee and any other person or persons (naming such person or persons)
pursuant to which the nomination or nominations are to be made by the shareholder; (iv) such other information
regarding each nominee proposed by such shareholder as would be required to be included in a proxy statement
filed pursuant to the SEC’s proxy rules, had the nominee been nominated, or intended to be nominated, by the
board of directors; and (v) the consent of each nominee to serve as a director of the company if so elected. The
chairman of the meeting may refuse to acknowledge the nomination of any person not made in compliance with
the foregoing procedure. For a complete description of the procedures and disclosure requirements to be
complied with by shareholders in connection with submitting director nominations, shareholders should refer to
our bylaws.

The nominating committee has not adopted a formal policy with regard to the consideration of
diversity in identifying director nominees. In determining whether to recommend a director nominee, the
nominating committee members consider and discuss diversity, among other factors, with a view toward the
needs of the board of directors as a whole. The nominating committee members generally conceptualize
diversity expansively to include, without limitation, concepts such as race, gender, national origin, disability,
differences of viewpoint, professional experience, education, skill and other qualities or attributes that
contribute to board heterogeneity, when identifying and recommending director nominees. The nominating
committee believes that the inclusion of diversity as one of many factors considered in selecting director
nominees is consistent with the committee’s goal of creating a board of directors that best serves our needs and
the interests of our shareholders.

In evaluating such director recommendations, the nominating committee uses a variety of criteria to
evaluate the qualifications and skills necessary for members of our board of directors. Under these criteria,
members of the board of directors should have the highest professional and personal ethics and values,
consistent with our longstanding values and standards, and broad experience at the policy-making level in
business, government, education, technology or public interest. Directors should be committed to enhancing
shareholder value and should have sufficient time to carry out their duties and to provide insight and practical
wisdom based on experience. Their service on other boards of public companies should be limited to a number
that permits them, given their individual circumstances, to perform responsibly all director duties. Each director
must represent the interests of our shareholders.

The nominating committee uses a variety of methods for identifying and evaluating nominees for
director. The nominating committee regularly assesses the appropriate size of the board of directors, and
whether any vacancies are expected due to retirement or otherwise. If vacancies are anticipated, or otherwise
arise, the nominating committee considers various potential candidates for director. Candidates may come to
their attention through current members of the board, shareholders, or other persons. These candidates are
evaluated at regular or special meetings of the board and may be considered at any point during the year. The
nominating committee considers properly submitted shareholder recommendations for candidates. In evaluating
such recommendations, the nominating committee uses the qualifications and standards discussed above, and it
seeks to achieve a balance of knowledge, experience and capability on the board of directors.

Report of the Audit Committee

Management is responsible for our internal controls and the financial reporting process. The
independent auditors are responsible for performing an independent audit of our consolidated financial
statements in accordance with accounting principles generally accepted in the U.S. and issuing a report thereon.
The audit committee’s responsibility is to monitor and oversee these processes.
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In this context, the audit committee has met and held discussions with management and Elliott Davis,
LLC, our independent auditors. In discharging its oversight responsibility as to the audit process, the audit
committee has received the written disclosures and the letter from the independent auditors required by
applicable requirements of the Public Company Accounting Oversight Board regarding the independent
auditor’s communications with the audit committee concerning independence and has discussed with the
independent auditors their independence from the company and its management. The audit committee also
discussed with management, the internal auditors and the independent auditors the quality and adequacy of our
internal controls and the internal audit function’s organization, responsibilities, budget and staffing. The audit
committee reviewed both with the independent and internal auditors their audit plans, audit scope and
identification of audit risks.

The audit committee reviewed and discussed with the independent auditors the matters required to be
discussed by the applicable requirements of the Public Company Accounting Oversight Board and reviewed,
with and without management present, the results of the independent auditors’ examination of the financial
statements. The audit committee also discussed the results of the internal audit examinations.

The committee reviewed and discussed the audited consolidated financial statements of the company
as of and for the year ended December 31, 2025 with management and the independent auditors.

Based on the foregoing review and discussions with management and the independent auditors, the
audit committee recommended to the board that our audited consolidated financial statements be included in our
Annual Report on Form 10-K for the year ended December 31, 2025 for filing with the SEC. On March 11,
2026, the committee appointed Elliott Davis, LLC as our independent registered public accounting firm for
2026.

The report of the audit committee is included herein at the direction of its members: Ms. Sosebee
(Chair), Ms. Hollar, Mr. Jones, Mr. Kitchens, and Mr. Been.
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DIRECTOR AND EXECUTIVE OFFICER COMPENSATION
General Compensation Philosophy

Our compensation committee has determined that we, as a performance-driven business, should reward
financial results with appropriate compensation. The compensation committee’s strategy for carrying out this
philosophy is to link executive compensation with our financial performance and, at the same time, to be
sensitive to external market factors, which might affect such performance but be outside the control of the
company’s executives. The compensation committee recognizes the importance of maintaining compensation
and benefits at competitive levels designed to attract and retain talented executives. The compensation
committee has typically included annual equity award grants as an element of executive compensation and may
consider implementation of additional equity award grants in the future as a component of executive
compensation. The compensation committee believes that equity-based compensation aligns the long-term
interests of employees with those of our shareholders. In determining whether to make equity award grants in
the future, the compensation committee will consider the recommendations of the chief executive officer
regarding the granting of equity awards for our key executives, other than our chief executive officer. In
determining appropriate equity-based compensation awards for our executives, the compensation committee
anticipates that it will generally focus on our current and future performance, the current and future
performance and achievements of our executives, and the executives’ present and potential future contribution
to our success.

Executive Compensation

The following table shows the compensation we paid for the years ended December 31, 2025 and 2024
to our principal executive officer and the two most highly compensated other executive officers who were
serving as executive officers at the year end of 2025, which we refer to herein as our named executive officers.

Summary Compensation Table

Non-qualified

Non-Equity Deferred

Stock Option  Incentive Plan Compensation All Other
Name & Principal Salary  Bonus Awards®® Awards Compensation®  Earnings®  Compensation®  Total
Position Year ) o) ) @) ) ) ®) )
Michael C. Crapps, 2025 521,400 — 182,490 — 210,802 44,240 16,599 975,531
President and Chief 2024 521,400 — 175,471 — 213,965 52,820 16,399 980,055
Executive Officer
J. Ted Nissen, 2025 450,000 — 148,750 — 181,935 54,597 16,599 851,881
Executive Vice President and 2024 425,000 — 113,750 — 174,406 51,940 16,398 781,494
Chief Banking Officer
D. Shawn Jordan, 2025 287,040 — 96,600 — 116,050 35,417 12,841 547,948
Executive Vice President and 2024 276,000 — 92,750 — 113,261 33,693 13,145 528,849

Chief Financial Officer®

M This amount represents the grant date fair value of equity awards in accordance with FASB ASC Topic 718. The grant date fair value per share of the
equity awards shown above equals $26.18 and $17.97 in 2025 and 2024, respectively. See discussion of assumptions used in the valuation of the equity
awards in Note 18, “Stock Options, Restricted Stock, Restricted Stock Units, and Deferred Compensation” in the “Notes to Consolidated Financial
Statements” included within the Annual Report on Form 10-K for the year ended December 31, 2025. For a discussion of the awards granted in 2025 and
2024, see “Long-term Equity Compensation Awards,” below.

@ The fair value of the time-based restricted stock units received in 2025 by each named executive officer as of the grant date is as follows: Mr. Crapps,
$78,210; Mr. Nissen, $63,750; and Mr. Jordan, $41,400. The fair value of the performance-based restricted stock units received in 2025 by each named
executive officer as of the grant date, assuming the target payout is as follows: Mr. Crapps, $104,280; Mr. Nissen, $85,000; and Mr. Jordan, $55,200; and
assuming maximum performance is achieved, the grant date fair value would be: Mr. Crapps, $208,560; Mr. Nissen, $170,000; and Mr. Jordan, $110,400.

® This amount represents the total cash payout under the terms of our 2025 Management Incentive Plan for Key Executives. See “Annual Cash Incentive

Awards—Performance-Based Annual Cash Incentive Awards” below for a description of how our compensation committee determined the incentive
payments awarded to our named executive officers in 2025.
@ This amount reflects the change in the present value of benefits attributable to named executive officers for the applicable compensation, as calculated
under non-qualified retirement benefit plans. No above-market or preferential earnings were credited during the year.
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) The amount for all Other Compensation includes the following:

Life
401(k) Country Insurance
Match Club Dues Premiums Total
MiChaEl C. CIapPs ...ovoveeieiuirieieiieieieieieieieieieieeets et 2025 $ 14,000 $ 1,320 $ 1,279 $ 16,599
2024 $ 13,800 $ 1,320 $ 1,279 $ 16,399
J. T NISSEN....vviiiii et 2025 $ 14,000 $ 1,320 $ 1,279 $ 16,599
2024 $ 13,800 $ 1,320 $ 1,278 $ 16,398
D. Shawn JOrdan..........ccvueiieiieemiieieieieieieieeesieeeceee e 2025 $ 11,408 $ 154 $ 1,279 $ 12,841
2024 $ 10,967 $ 900 $ 1,278 $ 13,145

Annual Cash Incentive Awards
Performance-Based Annual Cash Incentive Awards

Our compensation committee adopted the 2025 Management Incentive Plan for Key Executives to
provide for the payment of cash bonuses to our named executive officers upon our achievement of pre-
established performance criteria. The plan was designed to be consistent with our philosophy that executive
compensation should be linked with our financial performance. To trigger any payout, we must achieve at least
80% of budgeted net core income for the year and maintain an internal soundness measure that is based on a
regulatory rating. Both requirements were met in 2025. Upon meeting certain goals for efficiency ratio (core),
net interest income, loan portfolio growth, total customer deposit growth and a modifier based on return on
average assets, the executive officers are eligible to receive, as a percentage of their respective base salary, a
15% cash payout at the threshold level, a 30% cash payout at the target level, a 45% cash payout at the stretch
level and a 60% cash payout at the maximum level. Payouts are pro-rated if actual results fall between the
threshold, target, stretch and maximum levels.

The following sets forth the pre-established performance goals for which the annual cash incentive
awards for the year ended December 31, 2025 were based:

Actual Actual
Weight  Threshold Target Stretch Maximum  Eamed  Performance

All Named Executive Officers’ —
Total Opportunity as a Percentage

of Base Salary.........c.ccoooveveneninincncnenns 15% 30% 45% 60% 40.43%
105% of 95% of 90% of 97.18% of
Efficiency ratio (core)" ......cocoovririunrneireinnes 20% Budget Budget Budget Budget Budget
95% of 105% of 110% of 102.97% of
Net interest income) ............ccoovrveverrerrennnn. 30% Budget Budget Budget Budget Budget
95% of 105% of 110% of 99.69% of
Loan portfolio growth®™ .........cccccooviriniinninnne. 25% Budget Budget Budget Budget Budget
95% of 105% of 110% of 105.35% of
Total customer deposit growth®® ... 25% Budget Budget Budget Budget Budget
75% at 100% at 125% at 106% based
0 to 25" 50t 75m* on 56%
Modifier: return on average assets®.............. percentile  percentile N/A percentile percentile

(" Based on internal 2025 Budget.
@ Total customer deposits include total deposits less brokered certificates of deposits plus cash management repurchase agreements.

©®  Performance compared to an index of banks from publicly traded peer banks with an asset size of % to 1 ¥ of the company’s asset size
located in the Southeastern U.S. Data is compiled from S&P Capital IQ Pro based on the 2025 filings as reported by each peer group
institution. At December 31, 2025, the index of peer banks used for the performance-based annual incentive compensation awards
included the following banks:
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Bank of the James Financial Group, Inc. (BOTJ) FVCBankcorp, Inc. (FVCB)

BankFirst Capital Corporation (BFCC) John Marshall Bancorp, Inc. (JMSB)

BayFirst Financial Corp. (BAFN) MainStreet Bancshares, Inc. (MNSB)

Blue Ridge Bankshares, Inc. (BRBS) Morris State Bancshares, Inc. (MBLU)

C&F Financial Corporation (CFFI) Mountain Commerce Bancorp, Inc. (MCBI)
Chain Bridge Bancorp, Inc. (CBNA) National Bankshares, Inc. (NKSH)

Chesapeake Financial Shares, Inc. (CPKF) NewtekOne, Inc. (NEWT)

Citizens Bancorp Investment, Inc. (CBTN) Oakworth Capital Inc. (OAKC)

Citizens Holding Company (CIZN) PB Financial Corporation (PBNC)

CNB Corp (CNBW) Peoples Bancorp of North Carolina, Inc. (PEBK)
Coastal Carolina Bancshares, Inc. (CCNB) Pinnacle Bankshares Corporation (PPBN)
CoastalSouth Bancshares, Inc. (COSO) Skyline Bankshares, Inc. (SLBK)

Eagle Financial Services, Inc. (EFSI) South Atlantic Bancshares, Inc. (SABK)

F & M Bank Corp. (FMBM) United Bancorporation of Alabama, Inc. (UBAB)
First Citizens Bancshares, Inc. (FIZN) USCB Financial Holdings, Inc. (USCB)

First National Corporation (FXNC) Uwharrie Capital Corp (UWHR)

First US Bancshares, Inc. (FUSB) Virginia National Bankshares Corporation (VABK)
Freedom Financial Holdings, Inc. (FDVA) White River Bancshares Company (WRIV)

Actual cash incentive payout amounts are disclosed in the Non-Equity Incentive Plan Compensation
column of the Summary Compensation Table included elsewhere in this proxy statement.

The size of the total potential bonus pool available under the plan increased as our profitability
increased, subject to the maximum aggregate cash bonus amount of $2,880,750 to all executive officers
including the named executive officers. The maximum aggregate cash bonus amount is based on 15% of net
income.

Timing of Option-Like Awards

We do not maintain a formal policy governing the timing of grants of stock options, stock appreciation
rights or similar instruments with option-like features in relation to the disclosure of material nonpublic
information. We have not used stock options, stock appreciation rights or similar option-like awards as a regular
component of named executive officer compensation. If we grant any such awards in the future, the
compensation committee would determine the timing of such grant in its discretion based on the facts and
circumstances at that time. We do not time the public disclosure of material nonpublic information for the
purpose of affecting the value of executive compensation. During the last completed fiscal year, we did not
grant any stock options, stock appreciation rights or similar option-like awards to any named executive officer.
Accordingly, no tabular disclosure under Item 402(x)(2) is provided.

Long-Term Equity Compensation Awards

Our compensation committee believes that the primary benefit to the company of long-term awards is
to align the interests of named executive officers with those of our shareholders by motivating executives to
increase sharecholder value and supporting executive retention. The committee accomplishes this through the
grant of time-based and performance-based restricted stock and restricted stock unit awards. Under our equity
incentive award plan, we also may grant awards in the form of other equity and performance-based incentives,
as may be deemed appropriate by the compensation committee from time to time. The compensation committee
retains discretion to modify or cancel payouts or vesting schedules under the plan, including the ability to alter
vesting dates for restricted stock awards.

On February 18, 2025, the compensation committee, in its discretion, granted the following time-based
restricted stock units (“TRSUs”) and performance-based restricted stock units (“PRSUs”) to the named
executive officers. The grant date fair values of the equity awards are disclosed below and in the Summary
Compensation Table included elsewhere in this proxy statement. The compensation committee did not grant
any restricted stock awards to the named executive officers in 2025 and 2024.
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TRSUs PRSUs Total

Grant Date # #HW (&)
Michael C. Crapps.....cccoveeveeeverververeennenne 02/18/2025 2,987 3,983 182,490
02/20/2024 4,185 5,580 175,471
J. Ted NiSSeN ....cooevvieiiieiiieieeeee e 02/18/2025 2,435 3,247 148,750
02/20/2024 2,713 3,617 113,750
D. Shawn Jordan...........ccoeeeuvvevieiiiennnnnn. 02/18/2025 1,581 2,108 96,600
02/20/2024 2,212 2,949 92,750

@ Amount shown is the target amount of each award. The range of PRSUs actually earned for the awards
granted on February 18, 2025 can be in the range of 0% of target for below threshold performance, 50% of
target for threshold performance, 100% of target for target performance, 150% of target for stretch
performance and 200% of target for maximum performance. The range of PRSUs actually earned for the
awards granted on February 20, 2024 can be in the range of 0% of target for below threshold performance,
50% of target for threshold performance, 100% of target for target performance, 150% of target for stretch
performance and 200% of target for maximum performance. Actual performance between threshold, target,
stretch and maximum performance levels will be interpolated to determine the amount of pro-rated
payment based on relative achievement of the corporate performance metrics.

2025 and 2024 TRSUs Granted. The TRSUs cliff vest at the end of three years from the grant date.

2025 and 2024 PRSUs Granted. Under the terms of the PRSU agreement, the PRSUs will vest at the

end of the three-year performance period based on our achievement of performance goals determined by the
compensation committee during the performance period at a threshold, target, stretch and maximum
performance level, with accelerated vesting in certain circumstances, if (1) the bank has achieved an internal
soundness measure that is based on a regulatory rating, (2) we have achieved at least 80% of budgeted net core
income in each calendar year during the performance period, and (3) the named executive officer remains
employed with us through the applicable performance vesting date. The performance metrics selected by the
compensation committee for the above-referenced awards are as follows:

total shareholder return measured relative to the combined average of the Nasdaq Bank Index (CBNK)
and Dow Jones U.S. Micro Cap Banks Index (collectively, the “Index”), with the starting price of a
share of our common stock as the closing price on the last business day immediately preceding the
start of the applicable performance period and the ending share price as the closing price of a share of
our common stock on the last day of the applicable performance period,

return on average equity, averaged over the 12 calendar quarters of the applicable performance period,
which is then compared to the return on average equity, for the applicable quarters, to an index of
publicly traded peer banks with an asset size of %2 to 1% of the company’s asset size located in the
Southeastern U.S., as recommended by our compensation consultant, and

non-performing assets, as of the end of each applicable quarter, averaged over the 12 calendar quarters
of the applicable performance period, which is then compared to the non-performing assets as a
percentage of total assets, for the applicable quarters, to an index of publicly traded peer banks with an
asset size of 2 to 1'% of the company’s asset size located in the Southeastern U.S., as recommended by
our compensation consultant.

The February 18, 2025 awards are based on a measurement period that began January 1, 2025 and ends

December 31, 2027 and the February 20, 2024 awards are based on a measurement period that began January 1,
2024 and ends December 31, 2026. For return on average equity and non-performing assets, the data is
compiled from S&P Capital IQ Pro as reported by each peer group institution.
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Results of 2023 PRSU Awards. The final performance period for our 2023 PRSUs ended on
December 31, 2025. Under the terms of the PRSU agreement, the PRSUs vested on February 24, 2026, the date
the compensation committee certified the results, based on our achievement of performance goals determined
by the compensation committee during such performance period at a threshold, target stretch and maximum
performance level, if (1) the bank has achieved an internal soundness measure that is based on a regulatory
rating, (2) we have achieved at least 80% of budgeted net core income in each calendar year during the
performance period, and (3) the named executive officer continues to be employed with the us through the
applicable performance vesting date. The range of PRSUs actually earned can be in the range of 0% of target
for below threshold performance, 50% of target for threshold performance, 100% of target for target
performance, 150% of target for stretch performance and 200% of target for maximum performance. Payouts
are pro-rated if actual results fall between the threshold, target, stretch and maximum levels. The performance
metrics, weight and relative goals are disclosed in the below table, along with the actual performance.

Conditions to Vesting of the 2023 PRSUs Awards Achieved
Achievement of Internal Soundness Measure Based on Regulatory Rating Yes
Achieved at least 80% of budgeted net core income in each calendar year during
the performance period Yes
Weight Actual
2023 PRSUs Awards Performance Metrics (%) Threshold Target Stretch Maximum _Performance
All Named Executive Officers’ — Total
Opportunity as Percentage of Base Salary ................ 10.00% 20.00% 30.00% 40.00% 32.667%
75% of 125% of 150% of 157.25% of
Total Shareholder Return® ..............coccoovveveiecveiriecnnn 33.33% Index Index Index Index Index
30(11 Soth 75(11 90\h
Return on Average Equity®........c..ocooevevevreerevrerecnennns 33.33%  Percentile Percentile  Percentile  Percentile 65" Percentile
301}1 SOth 751}1 90th
Non-Performing Assets®............cccovvvvvereverrerreereeernennns 33.33%  Percentile Percentile  Percentile  Percentile 78" Percentile

(M Total Shareholder Return was measured relative to the Index, with the starting price of a share of our common stock as the closing

price on the last business day immediately preceding the start of the applicable performance period and the ending share price as the
closing price of a share of our common stock on the last day of the applicable performance period.

@ Return on Average Equity was averaged over the 12 calendar quarters of the applicable performance period, which is then compared

to the return on average equity, for the applicable quarters, to an index of publicly traded peer banks with an asset size of %2 to 1% of
the company’s asset size located in the Southeastern U.S., as recommended by our compensation consultant in 2022.

©®  Non-Performing Assets was measured as of the end of each applicable quarter, averaged over the 12 calendar quarters of the
applicable performance period, which is then compared to the non-performing assets as a percentage of total assets, for the applicable
quarters, to an index of publicly traded peer banks with an asset size of 2 to 1 % of the company’s asset size located in the

Southeastern U.S., as recommended by our compensation consultant in 2022.

Payment of the earned portion of the 2023 PSUs occurred on February 24, 2026, the date the
compensation committee certified the performance results, and were as follows:

2023 Earned

Named Executive Officer PRSUs
A 04T <) B O ¥ o) o RSP URTR 7,762
T T A INISSEI ..ttt ettt e e et e e et e s ettt e e e emt et e s eaaaeeesaaeeeseateeessnaneesanaseessseeesanns 4,689

D. Shawn Jordan

4,074
Named Executive Officer Employment Agreements
Chief Executive Olfficer

Michael C. Crapps. On December 8, 2015, we entered into an amended and restated employment
agreement with Mr. Crapps, current president and chief executive officer of the company. The parties entered
into the amended and restated employment agreement to amend Mr. Crapps’ existing employment agreement to
ensure documentary compliance with Section 409A of the Internal Revenue Code. The amended and restated
employment agreement superseded Mr. Crapps’ prior employment agreement.
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Unless terminated earlier according to provisions in the employment agreement, the agreement
provides a three-year term of employment and at the end of each day during the term of employment the term of
the agreement is automatically extended for an additional day so that the remaining term continues to be three
years, except that either party can give the other party written notice of and fix the term to a finite term of three
years from the date of the written notice.

The base salary for Mr. Crapps is subject to annual review by our board of directors and may be
adjusted pursuant to its sole discretion. Under his agreement, Mr. Crapps is eligible to receive bonuses if he
meets the goals set forth annually for him by our long-term equity incentive program and for the grant of stock
options, restricted stock and other similar awards.

Mr. Crapps is provided with a country club membership as well as a life insurance policy for the
benefit of his spouse and heirs with such death benefits to family totaling to $500,000. Mr. Crapps is also
entitled to participation in our retirement, health, welfare and other benefit plans and programs applicable to
employees generally or to senior executives.

The employment agreement provides that, if we terminate Mr. Crapps’ employment without cause,
subject to the possibility of a six-month delay, on the 60th day after the date of termination, we will pay Mr.
Crapps compensation in an amount equal to twice the amount of his then current monthly base salary and
thereafter on the first day of the month for the next 22 months compensation in an amount equal to 100% of his
then current monthly base salary, plus any bonus earned or accrued through the date of termination. In the event
of termination for cause, Mr. Crapps will only be entitled to receipt of any sums due him as base salary and/or
reimbursement of expenses through the date of termination.

The employment agreement contains provisions relating to non-solicitation of customers and personnel
and non-competition during the term of employment and the two years thereafter, as well as a provision relating
to the protection of confidential information.

Payments to our Chief Executive Officer upon a Change in Control

o After a change in control and regardless of whether Mr. Crapps remains employed by the
company or its successor, we will pay Mr. Crapps an amount equal to three times the then current
annual base salary as well as any bonus earned through the date of change in control, to be paid on
the 15" day following the change in control, and we will remove any restrictions on outstanding
incentive awards so that all such awards vest immediately. In particular, upon such a termination,
the restrictions on outstanding incentive awards generally lapse such that such awards become
100% vested, options/SARs become immediately exercisable and 100% vested, and performance
units become 100% vested, in each case unless otherwise provided in the applicable award
agreement and subject to the Section 280G cutback provisions, as noted below.

* If Mr. Crapps’ employment is terminated without cause within two years following a change in
control:

o Mr. Crapps may continue participation in our group health plan pursuant to the Consolidated
Omnibus Budget Reconciliation Act (“COBRA”). If Mr. Crapps elects COBRA coverage for
group health coverage, he will be obligated to pay only the portion of the full COBRA cost of
the coverage equal to an active employee’s share of premiums for coverage for the respective
plan year and, on the 60th day after the date of termination following a change in control, we
will pay Mr. Crapps compensation in an amount equal to six times the amount of the initial
monthly portion of our share of such COBRA premiums; provided, however, that such
benefits will be eliminated if and when Mr. Crapps is offered Affordable Care Act compliant
group health coverage from a subsequent employer, and
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o To the extent that “portable” life insurance coverage is offered under our life insurance
programs and after such termination Mr. Crapps continues to pay for “portable” life insurance
coverage that was provided by the company immediately prior to such termination, we will
reimburse the life insurance premiums paid by Mr. Crapps with respect to such life insurance
coverage with respect to the two-year period ending immediately after such termination.

In the event that tax counsel determines that the payments provided for in the employment agreement
constitute “excess parachute payments” under Section 280G of the Internal Revenue Code, then the
compensation payable under the employment agreement will be reduced to an amount the value of which is
$1.00 less than the maximum amount that could be paid to Mr. Crapps without his compensation being treated
as “excess parachute payments” under Section 280G.

Other Named Executive Olfficers

J. Ted Nissen and D. Shawn Jordan. On July 1, 2024, we entered into an amended and restated
employment agreement with J. Ted Nissen, current executive vice president and chief banking officer of the
company and president and chief executive officer of the bank. Mr. Nissen entered into the amended and
restated employment agreement to amend his existing employment agreement due to our previously referenced
leadership transition in which Mr. Nissen assumed the additional responsibility of chief executive officer of our
bank. On November 12, 2019, we entered into an employment agreement with D. Shawn Jordan, executive vice
president and chief financial officer of the company and the bank.

J. Ted Nissen. On July 1, 2024, we entered into an amended and restated employment agreement with
J. Ted Nissen, current executive vice president and chief banking officer of the company and president and
chief executive officer of the bank. Mr. Nissen entered into the amended and restated employment agreement to
amend his existing employment agreement due to our previously referenced leadership transition in which Mr.
Nissen assumed the additional responsibility of chief executive officer of our bank. The amended and restated
employment agreement superseded Mr. Nissen’s prior employment agreement dated December 8, 2015.

Unless terminated earlier according to provisions in the employment agreement, the agreement
provides a three-year term of employment and at the end of each day during the term of employment the term of
the agreement is automatically extended for an additional day so that the remaining term continues to be three
years, except that either party can give the other party written notice of and fix the term to a finite term of three
years from the date of the written notice.

The base salary for Mr. Nissen is subject to annual review by our board of directors and may be
adjusted pursuant to its sole discretion. Under his agreement, Mr. Nissen is eligible to receive bonuses if he
meets the goals set forth annually for him by our long-term equity incentive program and for the grant of stock
options, restricted stock and other similar awards.

Mr. Nissen is provided with a country club membership and is also entitled to participation in our
retirement, health, welfare and other benefit plans and programs applicable to employees generally or to senior
executives, including the equity incentive program.

The employment agreement provides that, if we terminate Mr. Nissen’s employment without cause,
subject to the possibility of a six-month delay, on the 60th day after the date of termination, we will pay Mr.
Nissen compensation in an amount equal to twice the amount of his then current monthly base salary and
thereafter on the first day of the month for the next 22 months compensation in an amount equal to 100% of his
then current monthly base salary, plus any bonus earned or accrued through the date of termination. In the event
of termination for cause, Mr. Nissen will only be entitled to receipt of any sums due him as base salary and/or
reimbursement of expenses through the date of termination.

The employment agreement contains provisions relating to non-solicitation of customers and personnel
and non-competition during the term of employment and the two years thereafter, as well as a provision relating
to the protection of confidential information.
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Payments to Mr. Nissen upon a Change in Control

* If Mr. Nissen’s employment is terminated by the employer without cause or by Mr. Nissen for
good reason upon or during the two years following a change in control (a “Qualifying
Termination”), we will pay Mr. Nissen an amount equal to three times the then current annual
base salary as well as any bonus earned through the Qualifying Termination, to be paid on the 15"
day following the date of the Qualifying Termination, and we will remove any restrictions on
outstanding incentive awards so that all such awards vest immediately. In particular, upon a
Qualifying Termination, the restrictions on outstanding incentive awards generally lapse such that
such awards become 100% vested, options/SARs become immediately exercisable and 100%
vested, and performance units become 100% vested, in each case unless otherwise provided in the
applicable award agreement and subject to the Section 280G cutback provisions, as noted below.

e If Mr. Nissen’s employment is terminated without cause within two years following a change in
control:

o Mr. Nissen may continue participation in our group health plan pursuant to the Consolidated
Omnibus Budget Reconciliation Act (“COBRA”). If Mr. Nissen elects COBRA coverage for
group health coverage, he will be obligated to pay only the portion of the full COBRA cost of
the coverage equal to an active employee’s share of premiums for coverage for the respective
plan year and, on the 60th day after the date of termination following a change in control, we
will pay Mr. Nissen compensation in an amount equal to six times the amount of the initial
monthly portion of our share of such COBRA premiums; provided, however, that such
benefits will be eliminated if and when Mr. Nissen is offered Affordable Care Act compliant
group health coverage from a subsequent employer, and

o To the extent that “portable” life insurance coverage is offered under our life insurance
programs and after such termination Mr. Nissen continues to pay for “portable” life insurance
coverage that was provided by us immediately prior to such termination, we will reimburse
the life insurance premiums paid by Mr. Nissen with respect to such life insurance coverage
with respect to the two-year period ending immediately after such termination.

In the event that tax counsel determines that the payments provided for in the employment agreement
constitute “excess parachute payments” under Section 280G of the Internal Revenue Code, then the
compensation payable under the employment agreement will be reduced to an amount the value of which is
$1.00 less than the maximum amount that could be paid to Mr. Nissen without his compensation being treated
as “excess parachute payments” under Section 280G.

D. Shawn Jordan. On November 12, 2019, we entered into an employment agreement with D. Shawn
Jordan, executive vice president and chief financial officer of the company and the bank.

Mr. Jordan’s employment agreement provides for an initial term of three years, to be extended
automatically each day for an additional day so that the remaining term of the agreement will continue to be
three years. The term may be fixed at three years without extension by notice of either party to the other. Mr.
Jordan’s employment agreement provides for an annual salary that is reviewed annually and may be increased
from time to time. Mr. Jordan is eligible to receive annual payments based upon achievement criteria
established by the board of directors.

The base salary for Mr. Jordan is subject to annual review by our board of directors and may be
increased pursuant to its sole discretion. Under his agreement, Mr. Jordan is eligible for our long-term equity
incentive program and for the grant of stock options, restricted stock and other similar awards.

Mr. Jordan’s employment agreement provides that, if we terminate Mr. Jordan’s employment without
cause, subject to the possibility of a six-month delay, on the 60th day after the date of termination, we will pay
Mr. Jordan compensation in an amount equal to twice the amount of Mr. Jordan’s then current monthly base
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salary and thereafter on the first day of the month for the next 10 months compensation in an amount equal to
100% of Mr. Jordan’s then current monthly base salary, plus any bonus earned or accrued through the date of
termination. In the event of termination for cause, Mr. Jordan will only be entitled to receipt of any sums due
him as base salary and/or reimbursement of expenses through the date of termination.

Mr. Jordan’s employment agreement contains provisions relating to non-solicitation of customers and
personnel and non-competition during the term of employment and the 12 months thereafter, as well as a
provision relating to the protection of confidential information.

Payments to Mr. Jordan upon a Change in Control

e If Mr. Jordan’s employment is terminated by the employer without cause or by Mr. Jordan for
good reason upon or during the two years following a change in control (a “Qualifying
Termination”), we will pay Mr. Jordan an amount equal to two times the then current annual base
salary as well as any bonus earned through the Qualifying Termination, to be paid on the 15" day
following the Qualifying Termination, and we will remove any restrictions on outstanding
incentive awards so that all such awards vest immediately. In particular, upon a Qualifying
Termination, the restrictions on outstanding incentive awards generally lapse such that such
awards become 100% vested, options/SARs become immediately exercisable and 100% vested,
and performance units become 100% vested, in each case unless otherwise provided in the
applicable award agreement and subject to the Section 280G cutback provisions, as noted below.

* If Mr. Jordan’s employment is terminated without cause within two years following a change in
control:

o Mr. Jordan may continue participation in our group health plan pursuant to COBRA. If Mr.
Jordan elects COBRA coverage for group health coverage, Mr. Jordan will be obligated to
pay only the portion of the full COBRA cost of the coverage equal to an active employee’s
share of premiums for coverage for the respective plan year and, on the 60th day after the date
of termination following a change in control, the company will pay Mr. Jordan compensation
in an amount equal to six times the amount of the initial monthly portion of our share of such
COBRA premiums; provided, however, that such benefits will be eliminated if and when the
executive is offered Affordable Care Act compliant group health coverage from a subsequent
employer, and

o to the extent that “portable” life insurance coverage is offered under our life insurance
programs and after such termination Mr. Jordan continues to pay for “portable” life insurance
coverage that was provided by us immediately prior to such termination, we will reimburse
the life insurance premiums paid by Mr. Jordan with respect to such life insurance coverage
with respect to the two-year period ending immediately after such termination.

In the event that tax counsel determines that the payments provided for in the employment agreement
constitute “excess parachute payments” under Section 280G of the Internal Revenue Code, then the
compensation payable under the employment agreement will be reduced to an amount the value of which is
$1.00 less than the maximum amount that could be paid to Mr. Jordan without his compensation being treated
as “excess parachute payments” under Section 280G.

Outstanding Equity Awards at Fiscal Year-End

The following table shows the number of shares covered by both exercisable and non-exercisable
options and stock awards owned by the individuals named in the Summary Compensation Table as of
December 31, 2025, as well as the related exercise prices and expiration dates. Options and stock awards are
granted pursuant to our equity incentive plan.
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Outstanding Equity Awards at December 31, 2025

Option Awards Stock Awards
Equity
Equity Incentive
Incentive Plan
Plan Awards:
Awards:  Market or
Number Payout
Equity of Value of
Incentive Shares, Unearned
Plan Units or Shares,
Awards: Market Other Units or
Number of  Number of Number of Number of Value of Rights Other
Securities Securities Securities Shares or Shares or That Rights
Underlying  Underlying Underlying Units of Units of Have That
Unexercised Unexercised Unexercised Option Option Stock That  Stock That Not Have Not
Options (#)  Options (#) Unearned  Exercise Expiration Have Not Have Not Vested Vested
Name Exercisable Unexercisable Options (#)  Price ($) Date Vested ) Vested ($)® #H® $)¥®
Michael C. Crapps........ — — — 10,736 318,322 17,325 513,686
J. Ted Nissen .... — — — 7,301 216,475 11,553 342,546
D. Shawn Jordan .......... — — — — — 5,663 167,908 9,131 270,734

]

There were no restricted stock awards granted to named executive officers in 2025 and 2024. However, restricted stock awards were granted to named
executive officers prior to 2022 and cliff vested over a three-year period. There were no TRSUs granted to named executive officers prior to 2021. The
TRSU awards granted in 2025 and 2024 cliff vest over a three-year period. The following restricted stock awards or restricted stock units vested (or will

vest) on February 21, 2026, February 20, 2027 and February 18, 2028, respectively: Mr. Crapps; 3,564, 4,185 and 2,987; Mr. Nissen; 2,153, 2,713 and
2,435; and Mr. Jordan; 1,870, 2,212 and 1,581.

Amounts are based upon the adjusted closing price of our common stock on December 31, 2025 (the last trading day of the year) of $29.65 per share.

Represents PRSUs that are subject to the achievement of pre-established performance targets and the officer’s continued service through the vesting date .
Any PRSUs that vest will be converted to shares of our common stock on a one-for-one basis. PRSUs that do not vest will be forfeited. The number of
unearned PRSUs reported assumes the units are earned and vested on a one-for-one basis (representing satisfaction of corporate performance goals at the
target performance level) except for the 2023 PRSUs, which are reported based on the actual performance achieved at 163.3%, which is equivalent to
32.667% of base salary. These 2023 PRSUs vested on February 24, 2026. See the description of our performance and satisfaction of the performance

measures for the 2023 PRSUs in the “Director and Executive Officer Compensation — Long-Term Equity Compensation Awards - Results of 2023 PRSU
Awards” above for more details.

Option Exercises and Stock Vested

The following table provides information concerning stock awards that vested in 2025 for our named

executive officers. There were no stock options exercised by any named executive officers during the year

ended December 31, 2025.
Option Awards Stock Awards
Number of Number of
Shares Value Shares Value
Acquired on Realized on Acquired on Realized on

Name Exercise (#)  Exercise (3) Vesting (#) Vesting ($)
Michael C. Crapps.....cccceevveeveeveeveneennens — — 7,627 206,244
J. Ted NISSEN ..ooovevveiiicieieeeieeeeeeeeeeee — — 4,586 124,011
D. Shawn Jordan — — 4,012 108,490

M

The amounts reported in this column were calculated using the per share closing price of our common stock
on the vesting date of the awards.
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Equity Compensation Plan Information

The following table contains certain information as of December 31, 2025, relating to securities

authorized for issuance under our equity compensation plans.

Number of
securities
remaining
available for
Number of future issuance
securities under equity
to be issued Weighted- compensation
upon exercise average plans (¢)
of outstanding exercise price (excluding
options, of outstanding securities
warrants and options, warrants reflected in
Plan Category rights (a) and rights (b) column (a))
Equity compensation plans approved by
security holders" ...........c.coeveveveverirccnne. 97,489 n/a 503,864
Equity compensation plans not approved by
security holders..........occoevevieviieviieiecienen, n/a n/a —
TOAL ettt 97,489 n/a 503,864?

M

@

Column (a) consists of shares of our common stock issuable upon vesting of restricted stock and restricted
stock units, including zero shares of restricted stock, 41,782 TRSUs and 55,707 PRSUs at the target payout
(with a maximum payout of 111,421 PRSUs) issued under our 2021 Omnibus Equity Incentive Plan, as
Amended and Restated (the “2021 Plan”) as of December 31, 2025. Restricted stock units are settled for
shares of our common stock on a one-for-one basis. For awards granted after January 1, 2023, the PRSUs
have a payout range from 0% of target for below threshold performance, 50% of target for threshold
performance, 100% of target for target performance, 150% of target for stretch performance and 200% of
target for maximum performance; payouts are pro-rated if actual results fall between the threshold, target,
stretch, and maximum levels. PRSUs are reported in column (a) assuming achievement at the target
performance level. Restricted stock units have no exercise price and, therefore, have no weighted-average
exercise price to report in column (b). Column (c) consists of shares reserved for future issuance under our
2021 Plan.

The number of shares in this column were calculated as follows:

First Community Corporation 2021 Omnibus Equity Incentive Plan, as Amended and
Restated (In shares / units)

Initial reServe — May 19, 2021 ..ccuiiiiieiieeee ettt et ettt e s be et e e s eaeesnaeesnaeenae s 225,000
Additional reserve — May 20, 2025 ......c.oooiieiieieeierieeieee ettt eraenreenraas 450,000
Shares / units granted
Time-based restricted stock units — OffiCer ........ccvevvieiiiiiiiiiiicece e (53,521)
Performance-based restricted stock units — officer® .............cocooveieiiveiieieieceeeeeeeee e, (67,447)
Restricted StOCK — OFfICET ..oovviiiiiiiieiciecce e e et (13,355)
Restricted StOCK — ITECIOT......iiiieiieie ettt ettt s eeneenseenseens (36,813)
Remaining reserve — December 31, 2025........ooiioiiiieiie et 503,864

@  Performance-based restricted stock units are initially granted and expensed at target levels. The target
level at December 31, 2025 was 67,447. However, the maximum potential payout is 129,029 shares.
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Certain Retirement and Salary Continuation Benefits

We have established the First Community Bank, Profit Sharing Plan, a qualified 401(k) defined
contribution plan, pursuant to which we make matching and discretionary contributions on behalf of each of the
executive officers. We also maintain and pay premiums on behalf of each executive officer under a life
insurance plan and provide partial payment of premiums for medical benefits if the executive officer so elects.

We have entered into salary continuation agreements with executives Crapps, Nissen and Jordan. The
salary continuation agreements provide for an annual supplemental retirement benefit to be paid to each of the
executives, commencing at the specified normal retirement age and payable in monthly installments for a
prescribed number of years.

Each executive will receive this benefit if the executive’s employment is terminated following a
change in control, followed by a separation of service (as defined in each executive’s employment agreement).
If the executive dies after a separation of service but before the executive’s annual supplemental benefit
commences, the executive’s benefit will be paid to the executive’s beneficiaries, beginning within 30 days
following the bank’s receipt of a copy of the executive’s death certificate. If the executive dies after the
executive’s benefit has commenced, the remaining benefits will be paid to the executive’s beneficiaries at the
same time and in the same amounts that would have been distributed to the executive had the executive
survived. If the executive dies during active service, 100% of the executive’s projected accrual balance (as
defined in the salary continuation agreement) will be paid in a lump sum to the executive’s beneficiaries.

If the executive experiences a disability that results in a separation of service prior to the normal
retirement age, the executive will be entitled to 100% of the executive’s accrual balance determined as of the
end of the plan year preceding termination.

If the executive is terminated without cause (as defined in the executive’s employment agreement), the
executive is entitled to 100% of his accrual balance determined as of the end of the plan year preceding such
termination. This benefit is determined by vesting the executive in 10% of the accrual balance at the end of the
first plan year, and an additional 10% of such amount at the end of each succeeding year thereafter until the
executive becomes 100% vested in the accrual balance.

To offset the annual expense accruals for the benefits payable to the executives under the salary
continuation agreements, the bank acquired bank-owned life insurance (“BOLI”). It is anticipated that the BOLI
will provide full cost recovery of the benefits paid to the executives under the salary continuation agreements
upon their deaths.

The foregoing summary of the material features of the salary continuation agreements for executives
Crapps, Nissen and Jordan is qualified in its entirety by reference to the provisions of the agreements, the form
of which is attached as Exhibit 10.2 to our Annual Report on Form 10-K filed with the SEC on March 16, 2026.
See also the discussion under “Named Executive Officer Employment Agreements” in this proxy statement.

Pay Versus Performance

The following table sets forth information concerning the compensation of our chief executive officer,
or “CEO,” and, on an average basis, the compensation of our Non-CEO named executive officers, or “Non-
CEO NEOs,” for each of the fiscal years ending December 31, 2025, 2024 and 2023, as such compensation
relates to our financial performance for each such fiscal year.
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Average

Value of Initial

Summary Average Fixed $100
Summary Compensation Compensation Investment
Compensation Compensation Table Total Actually Paid to Based on Total Net Income

Table for Actually Paid for Non-CEO Non-CEO Shareholder ($in
Year CEO' (%) to CEO'? ($) NEOs' (8) NEOs'? ($) Return ($)* thousands)
2025 975,531 1,238,703 699,914 855,226 147.05 19,205
2024............ 980,055 1,134,850 655,172 743,351 116.16 13,955
2023............ 891,500 893,256 494,245 495,626 101.23 11,843

For the years 2025 and 2024 in the above table, the CEO is Michael C. Crapps, president and chief executive officer, and the Non-
CEO NEOs are J. Ted Nissen, executive vice president and chief banking officer, and D. Shawn Jordan, executive vice president and
chief financial officer. For the years 2023 in the above table, the CEO is Michael C. Crapps, president and chief executive officer, and
the Non-CEO NEOs are J. Ted Nissen, executive vice president and chief banking officer, and Tanya A. Butts, former executive vice
president and chief operations/risk officer.

This column represents the “compensation actually paid” to our CEO for each year, determined by starting with the amount set forth
in the Summary Compensation Table (“SCT”) in the column entitled “Total Compensation” for the applicable year and adjusting that
amount as follows (totaling $263,172, $154,795 and $1,756 for the years 2025, 2024 and 2023, respectively):

- Increase for fair value of awards granted during year that remain unvested as of year-end
o 2025=$24,170
o 2024 =858,888
o 2023 =8$8,847

- Increase / decrease for change in fair value from prior year-end to current year-end of awards granted prior to year that
were outstanding and unvested as of year-end

o 2025=8180,787
o 2024 =346,949
o 2023=(3$5,153)

- Increase / decrease for change in fair value from prior year-end to vesting date of awards granted prior to year that vested
during year

o 2025 =$58,215

o 2024 =19$48,958

o 2023=($1,938)
This column represents the “compensation actually paid” to our Non-CEO NEOs for each year, determined by starting with the
amount set forth in the SCT in the column entitled “Total Compensation” for the applicable year (and taking the average of those

amounts for the non-CEO NEOs) and adjusting that amount as follows (totaling $155,312, $88,179 and $1,381 for the years 2025,
2024 and 2023, respectively):

- Increase for fair value of awards granted during year that remain unvested as of year-end
o 2025=$16,250
o 2024 =3$34,642
o 2023 =$4,845

- Increase / decrease for change in fair value from prior year-end to current year-end of awards granted prior to year that
were outstanding and unvested as of year-end

o 2025=$106.239
o 2024 =$26,484
o 2023 =($675)

- Increase / decrease for change in fair value from prior year-end to vesting date of awards granted prior to year that vested
during year

o 2025=$32,823
o 2024=$27,053
o 2023=($2,789)

Total Shareholder Return assumes $100 was invested in our common stock on December 31, 2022 and assumes the reinvestment of all
cash dividends prior to any tax effect and retention of all stock dividends.
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Relationship Between Pay and Performance

The relationship between compensation actually paid to our CEO and the average of the compensation
actually paid to our other non-CEO NEOs and the performance measures shown in the table above is described
in further detail below. As illustrated below, the compensation actually paid to our CEO and the other non-CEO
NEOs, as calculated in accordance with the SEC requirements, has trended with mixed results over the full
three-year period between the performance measures of net income and TSR disclosed in the table above.

Compared to 2024, our 2025 net income increased 37.6% while our compensation actually paid to our
CEO increased congruently 9.2% and the average compensation actually paid to our non-CEO NEOs increased
congruently 15.1%. Compared to 2023, our 2024 net income increased 17.8% while the compensation actually
paid to our CEO increased congruently 27.0% and the average compensation actually paid to our non-CEO
NEOs increased congruently 50.0%. The increase in our non-CEO NEOs compensation in 2024 was affected by
the previously announced leadership transition in which J. Ted Nissen assumed the additional role of chief
executive officer of our bank effective July 1, 2024. Compared to 2022, our 2023 net income declined 19.0%
while the compensation actually paid to our CEO declined congruently 3.9% but the average compensation
actually paid to our non-CEO NEOs increased incongruently 1.8%.

Our TSR increased to $147.05 in 2025 from $116.16 in 2024 and from $101.23 in 2023 while the
compensation actually paid to our CEO increased congruently 9.2% in 2025 and 27.0% in 2024 but declined
incongruously 3.9% in 2023; and the average compensation actually paid to our non-CEO NEOs increased
congruently 15.1% in 2025, 50.0% in 2024 and 1.8% in 2023. In addition to our financial performance, we also
evaluate all elements of our NEO compensation based on qualitative factors and an evaluation of competitive
compensation levels with other comparable institutions.

Relationship Between Compensation Actually Paid and Our TSR
The graph below shows the relationship between the compensation actually paid to our CEO and the

average compensation actually paid to our non-CEO NEOs and our TSR.

Compensation Actually Paid vs. Company TSR
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Relationship Between Compensation Actually Paid and Our Net Income

The graph below shows the relationship between the compensation actually paid to our CEO and the
average compensation actually paid to our non-CEO NEOs and our net income.

Compensation Actually Paid vs. Company Net Income
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Director Compensation

During the year ended December 31, 2025, the chairman of the board received a $14,500 retainer and
$1,350 for attendance at each board meeting while chairs of the ALCO committee, the audit committee, the
compensation committee and the nominating committee received $11,500 as an annual retainer and the chair of
the loan committee received $13,500 as an annual retainer. The remaining outside directors received a retainer
in the amount of $9,500. Outside directors, excluding the chairman of the board, received fees of $1,000 for
attendance at each board meeting and $500 for attendance at each committee meeting except for members of the
audit committee who received $750 for each audit committee meeting. Messrs. Crapps and Nissen, as
employees of the company, and Mr. Deutsch, as an employee of the bank, do not receive any director
compensation. Messrs. Crapps and Nissen are not listed in the following table because their compensation as
named executive officers is described elsewhere in this proxy statement.
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The following is a summary of the compensation paid to directors (other than Messrs. Crapps and

Nissen, who are executive officers of the company; and Messrs. Been and Deutsch, who did not become
directors until 11:59 PM Eastern Time on January 8, 2026) for 2025.

Fees
Earned Non-Equity Nonqualified
or Incentive Deferred

Paid in Stock Option Plan Compensation All Other

Cash® Awards®  Awards Compensation Earnings Compensation Total
Director* 3 3 (&) 3 (&) 3 ®
Thomas C. Brown ............... 29,500 21,991 — 51,491
C. Jimmy Chao 45,250 21,991 — 67,241
Jan H. Hollar ........ccccooeeve. 30,750 21,991 — 52,741
Ray E. Jones.......c.cccoueuuneee. 34,250 21,991 — 56,241
W. James Kitchens, Jr. 36,250 21,991 — 58,241
Mickey E. Layden................ 33,000 21,991 — 54,991
E. Leland Reynolds.............. 34,500 21,991 — 56,491
Alexander Snipe, Jr. .... 42,500 21,991 — 64,491
Jane S. Sosebee ..., 33,750 21,991 — 55,741
Roderick M. Todd, Jr. ......... 36,000 21,991 — 57,991

*

(]

2

There were no outstanding stock options held by our directors at December 31, 2025. At December 31, 2025, each non-employee
director, other than Jonathan W. Been, held 840 shares of unvested restricted stock outstanding. Mr. Been did not hold any
outstanding stock awards at December 31, 2025 because he did not become a director until 11:59 p.m. on January 8, 2026.

We have implemented a director deferred compensation plan whereby the director can elect to defer all or any part of any annual
retainer or monthly meeting fee payable to the director in respect of the following calendar year for service on the board of directors or
a committee of the board. The director receives units of common stock for the amounts deferred under the plan, and the units can be
exchanged for common stock when the director retires. The amounts reflected in this column include the 2025 deferred amounts.

On February 18, 2025, each non-employee director, except Jonathan W. Been who did not become a director until 11:59 PM on
January 8, 2026, was granted 840 shares of restricted stock as part of the overall board compensation plan. The shares were valued at
$26.18 per share and were unvested as of December 31, 2025. The shares fully vested on January 1, 2026. The value of restricted
stock grants shown above equals the grant date fair value in accordance with FASB ASC Topic 718.

The following table summarizes the fee amounts deferred for each director electing all or partial

deferral.

Fees Deferred Accumulated

and Dividend Accumulated Share

Allocation Share Units Since

Name SO Units (#H)® Inception®
Thomas C. BIOWN .........cocviiieiieeeeeeeteeeee e 34,530 1,396 8,775
C. JIMMY Cha0 ....coeeiiiiiiiieieeeee e 76,213 3,021 51,531
W. James Kitchens, Jr.........oooiiiiiiiiiiiicicececeeeeee e 6,202 238 10,151
E. Leland Reynolds.........cccoeoieriiieniiniininieiceicienceceeeiee 34,952 1,407 1,407
Alexander SNIPe, JT.....coooeviriininieieneeereeeeeesee e 70,347 2,791 46,379

(O]

)

3)

The “Fees Deferred and Dividend Allocation” column reflects the amount of deferred fees for the year ended
December 31, 2025 and dividend allocations on the accumulated share units. Under our Non-
Employee Director Deferred Compensation Plan, as amended and restated effective as of January 1, 2021, a director
may elect to defer all or any part of annual retainer and monthly meeting fees payable with respect to service on the
board of directors or a committee of the board. Units of common stock are credited to the director’s account as of the
last day of such calendar quarter during which the compensation is earned. Furthermore, dividend allocations on the
accumulated share units are credited to the director’s account on the company’s common stock dividend payable dates.
The non-employee director’s account balance is distributed by issuance of common stock within 30 days following
such director’s separation from service from the board of directors.

The amounts reflected in the “Accumulated Share Units” column reflect the number of units of common stock
accumulated during the year ended December 31, 2025, including dividend allocations.

The amounts reflected in the “Accumulated Share Units Since Inception” column reflect the number of units of
common stock accumulated since the director began deferring annual retainer and monthly board and committee fees,
including dividend allocations. In general, the director’s vested account balance will be distributed in a lump sum of
our common stock on the 30th day following cessation of service from the board, including cessation of service as a
result of death or disability.
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Security Ownership of Certain Beneficial Owners and Management

The following table sets forth information known to us with respect to beneficial ownership of our

common stock as of March 30, 2026 for (i) each director and nominee, (ii) each holder of 5.0% or greater of our
common stock, (iii) our named executive officers, and (iv) all executive officers and incumbent directors as a
group. Unless otherwise indicated, the mailing address for each beneficial owner is care of First Community
Corporation, 5455 Sunset Blvd., Lexington, South Carolina, 29072.

Shares of
Common % of
Stock Right to Beneficial

Name Owned®” Acquire®” Ownership®
Named Executive Officers

Michael C. Crapps™.......coocveeeeeeeeeeeeeeeeeeee e 85,830 — 0.91%

J. TeAd NISSEIM ..uviiiiiiiiieiieeeee e 38,925 — 0.41%

. Shawn JOrdan ...........cooeeveviiieeeeieiieeeeee e 10,905 — 0.12%

Directors and Director Nominees

Jonathan W. Been®)........cc.oovmeoeeieeeeeeeeeeeeeeeeeeeeeeeene 360,526 — 3.84%

Thomas C. BIOWN .........ooooviiiiiiieeccieeeeeee e 31,595 8,775 0.43%

C. Jimmy Chao®............ccccovovevimeeeecceceeeeeeeeeee e 52,197 51,531 1.10%

Fred J. DeUtSCh) ... 28,468 — 0.30%

Jan H. HOIAT ..cevviiiiee e 8,156 — 0.09%

Ray E. JONES....ccoiiiiiiiiiecieeeee e 3,429 — 0.04%

W. James Kitchens, Jr.® ..o, 27,169 10,151 0.40%

Mickey E. Layden .........cccecvvvevienieeieiieceeie e 9,146 — 0.10%

E. Leland Reynolds .........ccoeveeiieiiinieiienieceeeeeeeee 30,256 1,407 0.34%

Alexander Snipe, JT.O) ..o 12,978 46,379 0.63%

Jane S. S0SEDEE!Y .. ... 9,700 — 0.10%

Roderick M. Todd, Jr. ....ccvviiiiieeeeeeeee e, 12,599 — 0.13%
All executive officers and directors as a group

(20 PETSONS) D ..., 721,879 118,243 8.84%
Greater than 5% Shareholders

Fourthstone LLCID ..o 537,072 — 5.72%

BlackRock, INC.2) ... 518,382 — 5.53%

M

@

3)

For purposes of the tabular disclosure above, all fractional shares have been rounded down to the nearest
whole share.

Beneficial ownership is determined under the rules of the SEC and generally includes voting or investment
power with respect to securities. Except as indicated in the footnotes to this table and pursuant to applicable
community property laws, to our knowledge the persons named in the table above have sole voting and
investment power with respect to all shares of common stock beneficially owned.

No executive officer has the right to acquire additional shares of our common stock within 60 days of
March 30, 2026. However, with respect to certain directors, accumulated share units under our Amended
and Restated Non-Employee Director Deferred Compensation Plan are distributed in our common stock
within 30 days following such director’s separation from service from the board of directors. Additionally,
employees of the company and bank owned 152,418 units totaling $4,056,459 in the First Community
Corporation Unitized Stock Fund in the First Community Bank 401(k) Plan as of March 30, 2026. These
units are not included in the beneficial ownership table because the employees do not have voting power
over the underlying FCCO Shares. Furthermore, employees cannot convert these units to FCCO shares.

For each individual, this percentage is determined by assuming the named person exercises all rights with
respect to our common stock within 60 days of March 30, 2026 which he or she has the right to acquire
within 60 days, but that no other person exercises any such rights with respect to our common stock. For
the directors and executive officers as a group, this percentage is determined by assuming that each director
and executive officer exercises all rights with respect to our common stock which he or she has the right to
acquire within 60 days, but that no other persons exercise any such right. The calculations are based on
9,382,469 shares of common stock outstanding on March 30, 2026.
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Includes 9,805 shares held indirectly by Mr. Crapps’ spouse.

Includes 154,018 shares held indirectly by the Shiver Higbee Legacy Trust of which Mr. Been is trustee
and has voting and dispositive power; 30,401 shares held indirectly by the Katherine Smith Been Trust over
which Mr. Been has voting and dispositive power; 30,401 shares held indirectly by the Jonathan W. Been,
Jr. Trust over which Mr. Been has voting and dispositive power; 10,174 shares held indirectly by Mr.
Been’s spouse; and 1,144 shares held indirectly by the Katherine Smith Been Trust, Susan B. Been Trustee,
over which Mr. Been has voting and dispositive power.

Includes 42,983 shares held indirectly by Yuhjen Jane Chao Family Trust.

Includes 5,258 shares held jointly with Mr. Deutsch’s spouse.

Includes 9,223 shares held indirectly by Kitchens Family Investments, LLC and 6,044 shares held
indirectly by Kitchens Trust Investments, LLC. Also, includes 465 shares held indirectly by Charitable
Contribution Fund, Inc., which is a 501(c)(3) non-profit organization. Mr. Kitchens disclaims any
pecuniary interest in Charitable Contribution Fund, Inc.; however, he may direct the voting and disposition
of these shares.

Includes 3,927 shares held indirectly by Glory Communications, Inc. Mr. Snipe owns 100% of Glory
Communications, Inc. and serves as its President and CEO.

Includes 95 shares held indirectly by Ms. Sosebee’s spouse.

Based on the Schedule 13G filed on August 14, 2025 by Fourthstone LLC, Fourthstone Master Opportunity
Fund Ltd., Fourthstone GP LLC, Fourthstone QP Opportunity Fund LP, Fourthstone Small-Cap Financials
Fund LP and L. Phillip Stone, IV, with respect to our common stock held as of June 30, 2025. Based on
that Schedule 13G, (i) Fourthstone LLC has shared voting and dispositive power over 559,185 shares,
(1) Fourthstone Master Opportunity Fund Ltd has shared voting and dispositive power of over 429,252
shares, (iii) Fourthstone GP LLC has shared voting and dispositive power over 129,933 shares,
(iv) Fourthstone QP Opportunity Fund LP has shared voting and dispositive power over 113,627 shares,
(v) Fourthstone Small-Cap Financials Fund LP has shared voting and dispositive power over 16,306 shares
and (vi) L. Phillip Stone, IV has shared voting and dispositive power over 559,185 shares. The address of
the business office of each of the foregoing persons is 575 Maryville Centre Drive, Suite 110, St. Louis,
Missouri 63141. The number of shares reported in the table reflects information available to us on
Bloomberg as of March 30, 2026.

Based on the Schedule 13G filed on January 31, 2024 by BlackRock, Inc. for the period ended
December 31, 2023, BlackRock, Inc. reported sole power to vote or to direct the vote with respect to
408,632 shares of our common stock and sole power to dispose or to direct the disposition with respect to
415,383 shares of our common stock, with no shared voting or dispositive power. BlackRock, Inc.
subsequently filed a Schedule 13G/A on July 8, 2024 for the period ended June 30, 2024, reporting sole
power to vote or to direct the vote and sole power to dispose or to direct the disposition with respect to
38,774 shares of our common stock and indicating that it has ceased to be the beneficial owner of more
than 5% of our common stock. The mailing address listed for BlackRock, Inc. in those filings is 50 Hudson
Yards, New York, New York 10001. The number of shares reported in the table reflects information
available to us on Bloomberg as of March 30, 2026.
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Certain Relationships and Related Party Transactions
Statement of Policy Regarding Transactions with Related Persons

Our bank is subject to the provisions of Section 23A of the Federal Reserve Act, which places limits
on the amount of loans or extensions of credit to, or investments in, or certain other transactions with, affiliates
and on the amount of advances to third parties collateralized by the securities or obligations of affiliates. The
bank is also subject to the provisions of Section 23B of the Federal Reserve Act, which, among other things,
prohibits an institution from engaging in certain transactions with certain affiliates unless the transactions are on
terms substantially the same, or at least as favorable to such institution or its subsidiaries, as those prevailing at
the time for comparable transactions with nonaffiliated companies.

The bank has had, and expects to have in the future, loans and other banking transactions in the
ordinary course of business with directors (including our independent directors) and executive officers of the
company and its subsidiaries, including members of their families or corporations, partnerships or other
organizations in which such officers or directors have a controlling interest. To our knowledge, these loans were
made on substantially the same terms (including interest rates and collateral) as those available at the time for
comparable transactions with persons not related to the bank and did not involve more than the normal risk of
collectability or present other unfavorable features.

The aggregate dollar amount of loans outstanding to directors and executive officers of the bank was
approximately $453,931 at December 31, 2024 and $542,180 at December 31, 2025.

Review of Related Party Transactions

We have adopted a Code of Business Conduct and Ethics that contains written procedures for our audit
committee (or another independent body of the board of directors) to follow when reviewing transactions
between the company and its directors and executive officers, their immediate family members, and entities
with which they have a position or relationship. These procedures are intended to determine whether any such
related person transaction impairs the independence of a director or presents a conflict of interest on the part of
a director or executive officer. This policy also requires the bank to comply with Regulation O, which contains
restrictions on extensions of credit to executive officers, directors, certain principal shareholders, and their
related interests. Such extensions of credit (i) must be made on substantially the same terms, including interest
rates and collateral, as those prevailing at the time for comparable transactions with third parties and (ii) must
not involve more than the normal risk of repayment or present other unfavorable features. The Code of Business
Conduct and Ethics may be found on our website by clicking on the link for “Investors” under the “About” tab
on our website at www.firstcommunitysc.com.

Employment of Related Persons

Manning C. Crapps is employed with the bank’s financial planning and investment advisory division,
First Community Financial Consultants, as an investment officer and financial consultant. He receives
compensation based on a commission structure that also applies to other investment officers and financial
consultants employed by the First Community Financial Consultants division. He is the son of our director and
president and chief executive officer, Michael C. Crapps, and received total compensation of approximately
$308,137 in 2025 and approximately $261,819 in 2024.

Annual Questionnaires

We annually require each of our directors and executive officers to complete a directors’ and officers’
questionnaire that elicits information about related person transactions. Our nominating committee, which
consists entirely of independent directors, annually reviews all relationships and amounts disclosed in the
directors’ and officers’ questionnaires, and our board of directors makes a formal determination regarding each
director’s independence under Nasdaq listing standards and applicable SEC rules.
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Independent Registered Public Accountants

Elliott Davis, LLC served as our independent registered public accounting firm for the year ended
December 31, 2025. A representative of Elliott Davis, LLC, is expected to be available either in-person, by
telephone, or by Microsoft Teams at our annual meeting and will have the opportunity to make a statement if
desired and is expected to be available to respond to appropriate questions.

Audit and Related Fees

The following table shows the fees payable in the years ended December 31, 2025 and 2024 to Elliott
Davis, LLC:

2025 2024
AUAIE FEESW... ettt ettt e e et ettt e e eeeeteeaeeeeeee et eeeneenaenns $ 247,500 $ 312,988
AUAIERELALEA FEESD ...ttt eee ettt et ee e e e eaeeae et et eneneenaenne 73,250 50,000
TAX FEES™) .ottt e e et et e e et e e e eeeee e et et et et eer et eeneeneeae s 45,595 47,400
AL ONET FEES™ ...ttt et ettt — —
TOCAL ... e e e e e e e e e e e eararaee s $366,345 $ 410,388

M Audit Fees consisted primarily of the audit of our annual consolidated financial statements, the review of
the condensed consolidated financial statements included in our Quarterly Reports on Form 10-Q, and for
consent and comfort services in connection with a filed Form S-3 registration statement.

@ Audit Related Fees for 2025 and 2024 consisted primarily of procedures related to offering documents,
including consent and comfort services in connection with filed Form S-4 and Form S-8 registration
statements, the audit of our 401(k) plan, HUD compliance audit, and miscellaneous accounting and
research discussions.

&) Tax Fees. This category includes the aggregate fees billed for services related to corporate tax compliance,
as well as counsel and advisory services.

& All Other Fees. Elliott Davis, LLC did not bill us for any other services for 2025 and 2024.
Oversight of Accountants; Approval of Accounting Fees

Under the provisions of its charter, the audit committee is responsible for the retention, compensation,
and oversight of the work of the independent auditors. The committee reviews any proposed services to ensure
that securities laws do not prohibit them and approves the scope of all services prior to being performed. All of
the accounting services and fees reflected in the table above have been reviewed and approved by the audit
committee, and all such services were performed by employees of the independent auditor.

Pre-Approval Policy

Our audit committee’s pre-approval guidelines with respect to pre-approval of audit and non-audit
services are summarized below.

General. The audit committee is required to pre-approve all audit and non-audit services performed
by the independent auditor to assure that the provision of such services does not impair the auditor’s
independence. The independent auditors provide the audit committee with an annual engagement letter
outlining the scope of the audit and permissible non-audit services proposed for the fiscal year, along with a
fee proposal. The scope and fee proposal are reviewed with the internal auditor, the audit committee chair,
and, when appropriate, our management for their input (but not their approval). Once approved by the audit
committee, the services outlined in the engagement letter will have specific approval. All other audit and
permissible non-audit services that have not been approved in connection with the independent auditor’s
engagement letter for the applicable year must be specifically pre-approved by the audit committee under the
same process as noted above, where practicable. The independent auditors shall not perform any prohibited
non-audit services described in Section 10A(g) of the Exchange Act. The audit committee must specifically
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pre-approve any proposed services that exceed pre-approved cost levels. All services provided by Elliott
Davis, LLC, and all fees related thereto, were approved pursuant to the pre-approval policy. None of the
services described above were approved by the audit committee pursuant to the de minimis exception under
applicable SEC rules.

Tax Services. The audit committee believes that the independent auditor can provide tax services to us,
such as tax compliance, tax planning and tax advice, without impairing the auditor’s independence. The audit
committee will not permit the retention of the independent auditor in connection with a transaction initially
recommended by the independent auditor, the purpose of which may be tax avoidance and the tax treatment of
which may not be supported in the Internal Revenue Code and related regulations.

Shareholder Proposals for the 2027 Annual Meeting of Shareholders

Any shareholder of the company desiring to include a proposal pursuant to Rule 14a-8 under the
Securities Exchange Act of 1934 in our proxy statement for action at the 2027 annual meeting of shareholders
must deliver the proposal to the executive offices of the company no later than December 11, 2026, unless the
date of the 2027 annual meeting of shareholders is more than 30 days before or after May 20, 2027, in which
case the proposal must be received a reasonable time before we begin to print and send our proxy materials.
Only proper proposals that are timely received and in compliance with Rule 14a-8 will be included in our 2027
proxy statement.

Under our bylaws, shareholder proposals not intended for inclusion in our 2027 proxy statement
pursuant to Rule 14a-8 but intended to be raised at the 2027 annual meeting of shareholders, including
nominations for election of director(s) other than the board’s nominees, must be received no later than 90 days
in advance of the 2027 annual meeting of shareholders and must comply with the procedural, informational and
other requirements outlined in our bylaws.

In addition to the notice and information requirements contained in our bylaws, to comply with the
SEC universal proxy rules, shareholders who, in connection with the 2027 annual meeting of shareholders,
intend to solicit proxies in support of director nominees other than our nominees must provide notice to us that
sets forth the information required by the SEC’s Rule 14a-19 no later than March 21, 2027, unless the date of
the 2027 annual meeting of shareholders has changed by more than 30 calendar days from the previous year’s
annual meeting date, in which case such notice must be provided by the later of 60 calendar days prior to the
date of the 2027 annual meeting of shareholders or the 10th calendar day following the day on which public
announcement of the date of the annual meeting is first made by the company.

These advance notice procedures are separate from the SEC’s requirements that a shareholder must
meet in order to have a shareholder proposal included in the company’s definitive proxy statement pursuant to
SEC Rule 14a-8.

Our 2025 Annual Report on Form 10-K

Included with these proxy materials is a copy of our 2025 Annual Report on Form 10-K without
exhibits, as filed with the SEC. We will furnish to each person whose proxy is solicited, on the written request
of that person, a copy of the exhibits to that annual report upon payment of our reasonable expenses in
furnishing such exhibits. We will also mail to you without charge, upon request, a copy of any document
specifically referenced or incorporated by reference in this proxy statement. Requests should be mailed to First
Community Corporation, Attention: Corporate Secretary, 5455 Sunset Blvd., Lexington, South Carolina 29072.
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CAUTIONARY STATEMENT REGARDING
FORWARD-LOOKING STATEMENTS

This report, including information included or incorporated by reference in this report, contains statements
which constitute “forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933
and Section 21E of the Securities Exchange Act of 1934. Forward-looking statements may relate to, among
other matters, the financial condition, results of operations, plans, objectives, future performance, and the
business of our company. Forward-looking statements are based on many assumptions and estimates and are not
guarantees of future performance. Our actual results may differ materially from those anticipated in any
forward-looking statements, as they will depend on many factors about which we are unsure, including many
factors which are beyond our control. The words “may,” “approximately,” “is likely,” “would,” “could,”
“should,” “will,” “expect,” “anticipate,” “predict,” “project,” “potential,” “continue,” “assume,” “believe,”
“intend,” “plan,” “forecast,” “goal,” and “estimate,” as well as similar expressions, are meant to identify such
forward-looking statements. Potential risks and uncertainties that could cause our actual results to differ
materially from those anticipated in our forward-looking statements include, without limitation, those described
under the heading “Risk Factors” in this Annual Report on Form 10-K for the year ended December 31, 2025 as
filed with the U.S. Securities and Exchange Commission (the “SEC”) and the following:
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« credit losses as a result of, among other potential factors, changes in real estate values, interest rates,
unemployment, or in customer payment behavior or other factors;

» the amount of our loan portfolio collateralized by real estate and weaknesses in the real estate market;
*  restrictions or conditions imposed by our regulators on our operations;

» the adequacy of the level of our allowance for credit losses and the amount of credit loss provisions
required in future periods;

*  examinations by our regulatory authorities, including the possibility that the regulatory authorities
may, among other things, require us to increase our allowance for credit losses, write-down assets, or
take other actions;

»  risks associated with actual or potential information gatherings, investigations or legal proceedings by
customers, regulatory agencies or others;

*  reduced earnings due to higher credit impairment charges resulting from decline in the value of our
securities portfolio, specifically as a result of increasing default rates, and loss severities on the
underlying real estate collateral;

* increases in competitive pressure in the banking and financial services industries;

» changes in the interest rate environment, which are affected by many factors beyond our control,
including inflation, recession, unemployment, money supply, domestic and international events and
changes in the United States and other financial markets, and that could reduce anticipated or actual
margins; temporarily reduce the market value of our available-for-sale investment securities and
temporarily reduce accumulated other comprehensive income or increase accumulated other
comprehensive loss, which temporarily could reduce shareholders’ equity;

*  enterprise risk management may not be effective in mitigating risk and reducing the potential for
losses;

»  changes in political and economic conditions, including potential disruptions resulting from U.S.
federal government funding lapses, shutdowns, or related fiscal policy uncertainty, or changes in the
legislative or regulatory environment, including governmental initiatives affecting the financial
services industry, including changes as a result of the presidential administration and congressional
elections;

»  general economic conditions resulting in, among other things, a deterioration in credit quality;

*  changes occurring in business conditions and inflation, including the impact of inflation on us,
including a decrease in demand for new mortgage loan and commercial real estate loan originations
and refinancings, an increase in competition for deposits, and an increase in non-interest expense,
which may have an adverse impact on our financial performance;

* changes in access to funding or increased regulatory requirements with regard to funding, which could
impair our liquidity;



*  FDIC assessment which has increased, and may continue to increase, our cost of doing business;

*  cybersecurity risk related to our dependence on internal computer systems and the technology of
outside service providers, as well as the potential impacts of third-party security breaches, which
subject us to potential business disruptions or financial losses resulting from deliberate attacks or
unintentional events;

» changes in deposit flows, which may be negatively affected by a number of factors, including rates
paid by competitors, general interest rate levels, regulatory capital requirements, and returns available
to customers on alternative investments;

*  changes in technology, including the increasing use of artificial intelligence;

*  our current and future products, services, applications and functionality and plans to promote them,;

» changes in monetary and tax policies, including potential changes in tax laws and regulations;

» changes in accounting standards, policies, estimates and practices as may be adopted by the bank
regulatory agencies, the Financial Accounting Standards Board, the SEC and the Public Company
Accounting Oversight Board;

*  our assumptions and estimates used in applying critical accounting policies, which may prove
unreliable, inaccurate or not predictive of actual results;

» the rate of delinquencies and amounts of loans charged-off;

» the rate of loan growth in recent years and the lack of seasoning of a portion of our loan portfolio;

*  our ability to maintain appropriate levels of capital, including levels of capital required under the
capital rules implementing Basel I1I;

*  our ability to successfully execute our business strategy;
*  our ability to attract and retain key personnel;
*  our ability to retain our existing customers, including our deposit relationships;

*  our use of brokered deposits may be an unstable and/or expensive deposit source to fund earning asset
growth;

*  our ability to obtain brokered deposits as an additional funding source could be limited;
» adverse changes in asset quality and resulting credit risk-related losses and expenses;

»  risks associated with complex and changing regulatory environments, including, among others, with
respect to data privacy, artificial intelligence (“Al”), information security, climate change or other
environmental, social and governance matters, and labor matters, relating to our operations;

» the potential effects of events beyond our control that may have a destabilizing effect on financial
markets and the economy, such as epidemics and pandemics, war or terrorist activities, such as the war
in Ukraine, the Middle East conflict, and the conflict between China and Taiwan, disruptions in our
customers’ supply chains, disruptions in transportation, essential utility outages or trade disputes and
related tariffs, and disruptions caused by widespread cybersecurity incidents;

»  disruptions due to flooding, fires, severe weather or other natural disasters; and

»  other risks and uncertainties described under “Risk Factors” below.

Because of these and other risks and uncertainties, our actual future results may be materially different
from the results indicated by any forward-looking statements. For additional information with respect to factors
that could cause actual results to differ from the expectations stated in the forward-looking statements, see
“Risk Factors” under Part I, Item 1A of this Annual Report on Form 10-K. In addition, our past results of
operations do not necessarily indicate our future results. Therefore, we caution you not to place undue reliance
on our forward-looking information and statements.

All forward-looking statements in this report are based on information available to us as of the date of
this report. Although we believe that the expectations reflected in our forward-looking statements are
reasonable, we cannot guarantee that these expectations will be achieved. We undertake no obligation to
publicly update or otherwise revise any forward-looking statements, whether as a result of new information,
future events, or otherwise, except as required by applicable law.



SUMMARY OF MATERIAL RISKS

An investment in our securities involves risks, including those summarized below. For a more complete
discussion of the material risks facing our business, see Item 1A—Risk Factors.

Economic and Geographic-Related Risks
*  Our business may be adversely affected by economic conditions.

Credit and Interest Rate Risks
*  Our decisions regarding credit risk and allowance for credit losses may significantly harm our business.
*  We may have higher credit losses than we have allowed for in our allowance for credit losses.

*  Our concentration of credit exposure in commercial real estate means that challenges in this market
could harm our business, financial condition, and results of operations.

* Limits imposed by bank regulators on commercial and multi-family real estate lending could restrict
our growth and harm our earnings.

* Repayment of our commercial business loans is often dependent on the cash flows of the borrower,
which may be unpredictable, and the collateral securing these loans may fluctuate in value.

e Our focus on lending to small to mid-sized community-based businesses may increase our credit risk.

*  Our underwriting decisions may materially and adversely affect our business.

*  Our financial condition could suffer if we rely on misleading information from our clients or
counterparties.

» Ifwe fail to effectively manage credit risk, our business and financial condition will suffer.
*  Changes in prevailing interest rates may reduce our profitability.

Capital and Liquidity Risks

*  Changes in the financial markets could impair the value of our investment portfolio.
*  The Bank must adhere to strict capital requirements, which could become even stricter in the future.

Risks Related to Our Industry
* Inflationary pressures and rising prices may affect our results of operations and financial condition.

e The Federal Reserve has implemented significant economic strategies that have affected interest rates,
inflation, asset values, and the shape of the yield curve.

*  Adverse developments affecting the financial services industry, such as bank failures or concerns
involving liquidity, may have a material adverse effect on our operations

*  Higher FDIC deposit insurance premiums and assessments could adversely affect our financial
condition.

*  We could experience a loss due to competition with other financial institutions or non-bank companies.
*  We may be adversely affected by the soundness of other financial institutions.

»  Failure to keep pace with technological changes could adversely affect our business.
*  New lines of business or new products and services may subject us to additional risk.
*  Consumers may decide not to use banks to complete their financial transactions.

*  We use brokered deposits, which may be an unstable and costly source of funding for asset growth.
*  Qur ability to obtain brokered deposits as an additional funding source may become limited.

Risks Related to Our Strategy
*  We may be adversely affected by risks associated with future mergers and acquisitions, including
execution risk, which could disrupt our business and dilute shareholder value.
*  We may be exposed to difficulties in combining the operations of acquired businesses into our own
operations, which may prevent us from achieving the expected benefits from our acquisition activities.
*  New or acquired banking office facilities and other facilities may not be profitable.




Risks Related to Our Human Capital

We are dependent on key individuals, and the loss of one or more of these individuals could limit our
growth and adversely affect our prospects.

Operational Risks

System or infrastructure failures, including cyber-attacks, could disrupt our operations, lead to the
disclosure of confidential information, harm our reputation, or increase costs and losses.

Our information systems may experience failure, interruption or breach in security.
Increased fraud risk could adversely impact our business.

Our use of third-party vendors and our other ongoing third-party business relationships are subject to
increasing regulatory requirements and attention.
If we fail to maintain our reputation, our performance may be harmed.

Legal, Accounting, Regulatory and Compliance Risks

We are subject to extensive regulation that could restrict our activities, have an adverse impact on our
operations, and impose financial requirements or limitations on the conduct of our business.

Federal, state and local consumer lending laws may restrict our ability to originate certain mortgage
loans or increase our risk of liability with respect to such loans and could increase our cost of doing
business.

Failure to comply with federal and state fair lending laws could result in significant penalties for us.
Changes in accounting standards could materially affect our financial statements.

The Federal Reserve may require us to commit capital resources to support the Bank.

We face risks related to the adoption of future legislation and potential changes in federal regulatory
agency leadership, policies, and priorities.

We are involved in various claims and lawsuits related to our business. Litigation is uncertain, making
it difficult to determine the expenses and ultimate exposure for many of these matters.

We may become involved in suits, legal proceedings, investigations, and proceedings by governmental
and self-regulatory agencies, which could have adverse consequences.

Changes in tax laws and regulations or their interpretations could negatively impact us.

A reduction in our ability to realize deferred tax assets could negatively affect our operating results.

Risks Related to an Investment In our Common Stock

Our ability to pay cash dividends is limited, and future dividends may not be able to be paid even if we
desire to.

Our stock price may be volatile, which could result in losses to our investors and litigation against us.
Future sales of stock by shareholders, or the expectation of such sales, could lower our stock price.

We may need to raise capital under unfavorable terms due to economic or other circumstances. Issuing
common stock could dilute existing shareholders’ ownership and book value per share, potentially
impacting our ability to obtain additional capital.

Provisions of our articles of incorporation and bylaws, South Carolina law, and state and federal
banking regulations, could delay or prevent a takeover by a third party.

An investment in our common stock is not an insured deposit.

General Risks

Regulatory shifts and evolving stakeholder expectations on ESG practices may create compliance
uncertainties, reputational risks, and operational complexities.

Climate change could have a material adverse impact on us and our customers.

Our historical operating results may not be indicative of our future operating results.

A downgrade of the U.S. credit rating could harm our business, results of operations, and financial
condition.



PART 1
Item 1. Business.
General

First Community Corporation, a bank holding company registered under the Bank Holding Company
Act of 1956, was incorporated under the laws of South Carolina in November 1994 primarily to own and
control all of the capital stock of First Community Bank, which commenced operations in August 1995. The
Bank’s primary federal regulator is the Federal Deposit Insurance Corporation (the “FDIC”). The Bank is also
regulated and examined by the South Carolina Board of Financial Institutions (the “S.C. Board”).

Unless otherwise mentioned or unless the context requires otherwise, references herein to “First
Community,” “we,” “us,” “our” or similar references mean First Community Corporation and its consolidated
b
subsidiaries. References to the “Bank” means First Community Bank.
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We engage in a commercial banking business from our main office in Lexington, South Carolina and
our 21 full-service offices located in: the Midlands of South Carolina, which includes Lexington County (6
offices), Richland County (4 offices), Newberry County (2 offices) and Kershaw County (1 office); the Upstate
of South Carolina, which includes Greenville County (2 offices), Anderson County (1 office) and Pickens
County (1 office); the Piedmont Region of South Carolina, which includes York County, South Carolina (1
office) and the Central Savannah River Area, which includes Aiken County, South Carolina (1 office); and in
Augusta, Georgia, which includes Richmond County (1 office) and Columbia County (1 office).

At December 31, 2025, we had approximately $2.1 billion in assets, $1.3 billion in loans, $1.7 billion
in deposits, and $167.6 million in shareholders’ equity.

We offer a wide range of traditional banking products and services for professionals and small-to
medium-sized businesses, including consumer and commercial, mortgage, brokerage and investment, and
insurance services. We also offer online banking to our customers. We have grown organically and through
acquisitions.

Our stock trades on The NASDAQ Capital Market under the symbol “FCCO”.
Available Information

We provide our Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on
Form 8-K, and amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the
Securities Exchange Act of 1934 (the “Exchange Act”) on our website at www.firstcommunitysc.com/ under
the About section, under the Investors link. These filings are made accessible as soon as reasonably practicable
after they have been filed electronically with SEC. These filings are also accessible on the SEC’s website at
www.sec.gov. In addition, we make available under our Investor Relations section on our website the following,
among other things: (i) Code of Business Conduct and Ethics, which applies to our directors and all employees
and (ii) the charters of the Audit and Compliance, Human Resources and Compensation, and Nominations and
Corporate Governance Committees of our board of directors. These materials are available to the general public
on our website free of charge. Printed copies of these materials are also available free of charge to shareholders
who request them in writing. Please address your request to: Investor Relations, First Community Corporation,
5455 Sunset Boulevard, Lexington, South Carolina 29072. Statements of beneficial ownership of equity
securities filed by directors, officers, and 10% or greater sharecholders under Section 16 of the Exchange Act are
also available through our website. The information on our website is not incorporated by reference into this
report.



Location and Service Area

The Bank is engaged in a general commercial and retail banking business, emphasizing the needs of
small-to-medium sized businesses, professionals and individuals. We have a total of 13 full-service offices located
in Richland, Lexington, Kershaw and Newberry Counties of South Carolina and the surrounding areas. We refer to
these counties as the “Midlands” region of South Carolina. Lexington County is home to six of our branch offices.
Richland County, in which we currently have four branches, is the third largest county in South Carolina.
Columbia is located within Richland County and is South Carolina’s capital city and is geographically positioned
in the center of the state between the industrialized Upstate region of South Carolina and the coastal city of
Charleston, South Carolina. Intersected by three major interstate highways (I-20, I-77, and 1-26), Columbia’s
strategic location has contributed greatly to its commercial appeal and growth. With the acquisition of Savannah
River Banking Company in 2014, we added a branch in Aiken, South Carolina and a branch in Augusta, Georgia
(Richmond County). In 2016, we opened a loan production office in Greenville County, which we converted into a
full-service office in February 2019. With the acquisition of Cornerstone Bancorp in 2017, we added a branch in
each of Greenville, Pickens, and Anderson Counties of South Carolina. Greenville County is the largest county in
South Carolina. We refer to this three-county area as the “Upstate” region of South Carolina. In 2019, we opened a
de novo branch in Evans, Georgia, a suburb of Augusta in Columbia County, Georgia. On June 27, 2024, we
closed our downtown Augusta, Georgia banking office, which we opened as a de novo branch in 2018. We refer to
the three-county area of Aiken County (South Carolina), Richmond County (Georgia) and Columbia County
(Georgia) as the “CSRA” region. On March 14, 2022, we opened a loan production office in York County, South
Carolina, which has the fourth highest county median household income in South Carolina. We converted this loan
production office into a full-service banking office on October 20, 2022. We refer to York County, South Carolina
and the surrounding area as the “Piedmont Region”.

The following table shows data as to deposits, market share and population for our four market areas
(deposits in thousands):

Total Market Our Market
Total Estimated Deposits™ Deposits™ Market
Offices Population  June 30, 2025 June 30, 2025 Share
Midlands Region ............. 13 867,965 $ 27,019,680 $ 1,311,183 4.85%
CSRA Region.................. 3 558,361 $ 11,308,361 $ 162,310 1.44%
Upstate Region ................ 4 946,677 $ 25,237,802 $ 229,308 0.91%
Piedmont Region ............. 1 308,746 $ 4,780,560 $ 56,029 1.17%

M Population data is 2026 total population from S&P Global Market Intelligence.
@ All deposit data is based on June 30, 2025 data sourced from S&P Global Market Intelligence.

We believe that we serve attractive banking markets with long-term growth potential and a well-
educated employment base that helps to support our diverse and relatively stable local economy. According to
S&P Global Market Intelligence, 2026 median household incomes for each of the counties in the regions noted
above were as follows:

RiIChIand COUNLY, SC .. .ooiiiiiiiiiiieiieiteietetet ettt ettt et e s esbesbesbeeseeseeseassessesesesseeseessassessessensesseas $ 68,296
Lexington COUNLY, SC.....ociiiiiieieiiriesieete et ettetestestetesteeteeteeseesaessessessessessesseeseessessessassessessessesssasaans $ 82,807
NEWDEITY COUNLY, SC....vivivieviiiieietiititetietest ettt ettt tese st esesseseesesseseesessessesessessessssessesessessesensans $ 68,516
KerShaw COUNLY, SC ......ooiiieeiiiiieeieiiieietetet ettt ettt ssess et sse s esessessesessessesessessesessessesessessesessenes $ 74,302
GreenVille COUNLY, SC......ocucviiieriiiieteiiieteeitet ettt ettt ettt eb et et ese s ebese s ebessssebesesesesessesesesesas $ 85,125
ANAETSON COUNLY, SC ....voviiieieiectieeete ettt ettt e et e e e te et e e et et essete et ensese et enseseesenseseeseneeaeane $ 72,272
PiICKENS COUNLY, SC ...ouiiiiiiiiiiiiiiiet ettt ettt ettt ettt b et e eveeteeteessessessesseeseeteessessessessessessesseeseas $ 63,817
ATKEN COUNLY, SC...iviiiiiiiiiiieiecteet ettt ettt ettt ettt et e b e st e e teeteeteessessassesseeseesseseessessessessesseeseeseas $ 72,345
RichmONd COUNLY, GA .....ccviiiiiiiiieiieieietet ettt ettt et e sbeebe e beeteessessessessessessesseesaessassessessensesseas $ 83,218
Columbia COUNLY, GA ......ccoooieieieeiietieietetete et e ettt estessesbesseebeeseaseasaassessessesseeseeseassassessensessessens $ 101,226
YOIK COUNLY, SC ..ttt ettt ettt ettt et b et bessese b e st eseebesseseebesseseesesseseesasseneesensns $ 91,323



The county estimates noted above illustrate differences between South Carolina and Georgia in 2026
statewide median household income estimates of $74,877 and $83,364, respectively. The principal components
of the economy within our market areas are service industries, government and education, and wholesale and
retail trade. The largest employers in the Midlands market area include the State of South Carolina, Prisma
Health, BlueCross BlueShield of SC, the University of South Carolina, the United States Department of the
Army (Fort Jackson Army Base), Richland County School District 1, Richland County School District 2,
Lexington Medical Center, Lexington County School District One, Southeastern Freight Lines, and Michelin
North America. The largest employers in our CSRA market area include the U.S. Army Cyber Center of
Excellence & Fort Gordon, Augusta University, NSA Augusta, Wellstar MCG Health, Columbia County Board
of Education, Richmond County School System, Piedmont Hospital, Amazon, Carlisle Tire & Wheel, CB&I
AREVA MOX Services, Aiken Regional Medical Center, and the Department of Energy, Savannah River Site.
The Upstate region major employers include, among others, Prisma Health, Greenville County Schools, BMW
Manufacturing Corp., Michelin North America, Milliken & Company, Bon Secours St. Francis Health System,
AnMed Health Medical Center, Clemson University, Duke Energy Corp., GE Vernova, and the Greenville
County Government. The Piedmont Region major employers include, among others, Ross Stores, Inc. —
Distribution, LPL Financial, Wells Fargo Home Mortgage, Piedmont Medical Center, Comporium, Inc., and
Schaeffler Group USA, Inc. We believe that this diversified economic base has reduced, and will likely
continue to reduce, economic volatility in our market areas. Our markets have experienced economic and
population growth over the past 10 years, and we expect that the area, as well as the service industry needed to
support it, will continue to grow.

Banking Services

We offer a full range of deposit services that are typically available in most banks and thrift
institutions, including checking accounts, NOW accounts, savings accounts and other time deposits of various
types, ranging from daily money market accounts to longer-term certificates of deposit. The transaction
accounts and time certificates are tailored to our principal market area at rates competitive to those offered in
the area. In addition, we offer certain retirement account services, such as individual retirement accounts
(“IRAs”). All deposit accounts are insured by the FDIC up to the maximum amount allowed by law (currently,
$250,000, subject to aggregation rules).

We also offer a full range of commercial and personal loans. Commercial loans include both secured
and unsecured loans for working capital (including inventory and receivables), business expansion (including
acquisition of real estate and improvements), and the purchase of equipment and machinery. Consumer loans
include secured and unsecured loans for financing automobiles, home improvements, education, and personal
investments. We also make real estate construction and acquisition loans. We originate fixed and variable rate
mortgage loans, of which some are sold into the secondary market and some are placed in our loans held-for-
investment portfolio. Our lending activities are subject to a variety of lending limits imposed by federal law.
While differing limits apply in certain circumstances based on the type of loan or the nature of the borrower
(including the borrower’s relationship to the bank), in general, we are subject to a loans-to-one-borrower limit
of an amount equal to 15% of the Bank’s unimpaired capital and surplus, or 25% of the unimpaired capital and
surplus if the excess over 15% is approved by the board of directors of the Bank and is fully secured by readily
marketable collateral. As a result, our lending limit will increase or decrease in response to increases or
decreases in the Bank’s level of capital. Based upon the capitalization of the Bank at December 31, 2025, the
maximum amount we could lend to one borrower is $29.0 million. In addition, we may not make any loans to
any director, officer, employee, or 10% shareholder of the Company or the Bank unless the loan is approved by
our board of directors and is made on terms not more favorable to such person than would be available to a
person not affiliated with the Bank.

Other bank services include internet banking, cash management services, safe deposit boxes, direct
deposit of payroll and social security checks, and automatic drafts for various accounts. We offer non-deposit
investment products and other investment brokerage services through a registered representative with an
affiliation through LPL Financial. We are associated with Nyce and Plus networks of automated teller machines
and MasterCard debit cards that may be used by our customers throughout South Carolina, Georgia, and other
regions. We also offer VISA and MasterCard credit card services through a correspondent bank as our agent.



We currently do not exercise trust powers, but we can begin to do so with the prior approval of our
primary banking regulators, the FDIC and the S.C. Board.

Competition

The banking business is highly competitive. We compete as a financial intermediary with other
commercial banks, savings and loan associations, credit unions and money market mutual funds operating in
our market areas. As of June 30, 2025, there were 27 financial institutions operating approximately 156 offices
in the Midlands market, 23 financial institutions operating 95 branches in the CSRA market, 41 financial
institutions operating 229 branches in the Upstate market, and 18 financial institutions operating 47 branches in
the Piedmont market. The competition among the various financial institutions is based upon a variety of
factors, including interest rates offered on deposit accounts, interest rates charged on loans, credit and service
charges, the quality of services rendered, the convenience of banking facilities and, in the case of loans to large
commercial borrowers, relative lending limits. Size gives larger banks certain advantages in competing for
business from large corporations. These advantages include higher lending limits and the ability to offer
services in other areas of South Carolina and Georgia. As a result, we do not generally attempt to compete for
the banking relationships of large corporations; we instead concentrate our efforts on small-to-medium sized
businesses and individuals. We believe we have competed effectively in this market by offering quality and
personal service. In addition, many of our non-bank competitors are not subject to the same extensive federal
regulations that govern bank holding companies and federally insured banks.

Human Capital
At December 31, 2025, we had 265 full-time, 10 part-time, and seven seasonal/on-call employees.

We believe that our relationships with our employees are good and our employees are not represented
by any collective bargaining group or agreement. Our company’s “Why,” or purpose, is “Impacting Lives for
Success and Significance,” which guides our approach to our relationships with employees. The foundations of
these interactions are embedded in our cultural beliefs:

Everyone Matters - We value each of our employees for the unique contribution they make to our
success. While there are a variety of different positions in our company, each is an important and
integral part of the work that we do. Every employee brings their own unique and diverse talents and
experiences that enhance the culture of our bank and our work.

Spirit of Service - The energy and enthusiasm that our employees bring to their work creates a
supportive work environment in which employees are available as a resource to one another. In
addition to serving our fellow co-workers, we encourage our employees to serve our local
communities. We offer company-sponsored volunteer activities, as well as provide volunteer paid time
off to allow employees to support causes that are close to their heart.

Honor and Integrity - Trust is at the foundation of all that we do. We have a Code of Conduct and
Business Ethics that all employees and board members read and are directed to follow that sets clear
expectations with regard to personal and professional behavior.

Strong Work Ethic - Our employees take pride in the quality of the work that they do. This
commitment to excellence can be seen in the work that is completed and their interactions with their
co-workers and customers. While we work hard, we also make time for fun employee events designed
to offer the opportunity for relaxation and social interactions among co-workers.

Excellence with Humility - Our company is blessed with dedicated and talented employees, loyal
customers, supportive communities and shareholders, each of whom invest in and believe in our
vision. We are humbled by the success we have experienced and are grateful for all that we have
accomplished. We approach our work with a sincere appreciation for the opportunity to serve all of our
stakeholder groups and we recognize it is through our collective efforts that we have been successful.



Our ability to attract, develop and retain our strong employee base is integral to our ongoing success.
We believe that a good “quality of life” at work is an important part of the overall employee experience and we
are very intentional about nurturing a culture that allows employees to reach their potential and enjoy
professional success while also enjoying the work that they do in a positive and supportive work environment
grounded in our cultural beliefs.

While we believe that our corporate culture and work environment is a competitive advantage for our
company, we also recognize that employees value and deserve competitive compensation packages. We offer
competitive wages and benefits for our employees, and we regularly benchmark our compensation to market.
Our benefits package includes medical, dental, life, disability, vision and supplemental insurance options. We
also offer retirement benefits with a 401(k) plan with matching and profit sharing. In addition, we offer a
generous paid time off plan that includes paid holidays.

Our company encourages employees to continue on a lifelong trajectory of learning, as such, we offer
ongoing training to all employees through internal and external resources and encourage employees to continue with
career development specific to their role to ensure they stay current with the most up-to-date information and best
practices. To develop our current and future leaders, we created the First Community Bank Leadership Institute, an
18-month program that provides academic and experiential learning to teach and nurture leadership skills across our
organization to support the bank now and in the future. Furthermore, we have an internal CEO Conversation Group,
which provides our current and emerging leaders with leadership conversations with our CEO. The Bank also
supports the development of employees through external educational opportunities such as various bankers’ schools
that offer multi-year development programs as well as short term training classes and industry conferences.

Information about the Executive Officers of First Community Corporation

Executive officers of First Community Corporation are elected by the board of directors annually and
serve at the pleasure of the board of directors. The current executive officers, and persons chosen to become
executive officers, and their ages, positions with us over the past five years, and terms of office as of March 16,
2026, are as follows:

With the
Company
Name (age) Position and Five Year History with Company Since
Michael C. Crapps (67)............ Chief Executive Officer and President, Director 1994
J. Ted Nissen (64) Executive Vice President, Chief Banking Officer, and Director; Chief
Executive Officer, President, and Director of First Community Bank 1995
Robin D. Brown (58)............... Chief Human Resources and Marketing Officer 1994
Sarah T. Donley (60) ............... Chief Operations Officer/Chief Risk Officer; formerly Senior Vice
President and Controller of First Community Bank 1997
John F. (Jack) Walker (60)....... Chief Credit Officer 2009
D. Shawn Jordan (58) .............. Chief Financial Officer 2019
Vaughan R. Dozier, Jr. (45)..... Co-Chief Commercial and Retail Banking Officer; formerly Senior Vice
President and Regional Market President of First Community Bank 2008
Joseph A. (Drew) Painter (48) ... Co-Chief Commercial and Retail Banking Officer; formerly Senior Vice
President and Regional Market President of First Community Bank 2003

During the past five years, each of the executive officers listed above has served in the positions
indicated or in other executive positions with the Company or First Community Bank. Effective January 1,
2024, Messrs. Painter and Dozier were appointed Executive Vice Presidents and Co-Chief Commercial and
Retail Banking Officers. Effective July 1, 2024, Mr. Nissen became Chief Executive Officer of First
Community Bank. Effective January 1, 2025, Ms. Donley was appointed Executive Vice President and Chief
Operations Officer/Chief Risk Officer.

There are no family relationships among any of the executive officers, and there are no arrangements

or understandings between any executive officer and any other person pursuant to which such officer was
selected, other than arrangements with the Company’s Board of Directors.
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SUPERVISION AND REGULATION

Both the Company and the Bank are subject to extensive state and federal banking laws and
regulations that impose specific requirements or restrictions on and provide for general regulatory oversight of
virtually all aspects of our operations. These laws generally are intended primarily for the protection of
customers, depositors and other consumers, the FDIC’s Deposit Insurance Fund (the “DIF”), and the banking
system as a whole; not for the protection of our other creditors and shareholders.

The following discussion is not intended to be a complete list of all the activities regulated by the
banking laws or of the impact of those laws and regulations on our operations. The following summary is
qualified by reference to the statutory and regulatory provisions discussed. Changes in applicable laws or
regulations may have a material effect on our business and prospects. Our operations may be affected by
legislative changes and the policies of various regulatory authorities. We cannot predict the effect that fiscal or
monetary policies, economic control, or new federal or state legislation may have on our business and earnings
in the future.

Legislative and Regulatory Developments

We experienced heightened regulatory requirements and scrutiny following the 2008 global financial
crisis, and as a result of the Dodd-Frank Wall Street Reform and Consumer Protection Act (the “Dodd-Frank
Act”) and the Economic Growth, Regulatory Reform and Consumer Protection Act (“Regulatory Relief Act”).
In addition, newer regulatory developments implemented in response to the COVID-19 pandemic and the bank
failures in 2023 will continue to have an impact on our operations.

Capital and Related Requirements.

Regulatory capital rules known as the Basel III rules or Basel III, impose minimum capital
requirements for bank holding companies and banks. Basel 111 was released in the form of enforceable
regulations by each of the applicable federal bank regulatory agencies. Basel 111 is applicable to all banking
organizations that are subject to minimum capital requirements, including federal and state banks and savings
and loan associations, as well as to bank and savings and loan holding companies, other than “small bank
holding companies.” A small bank holding company is generally a qualifying bank holding company or savings
and loan holding company with less than $3.0 billion in consolidated assets. More stringent requirements are
imposed on “advanced approaches” banking organizations—generally those organizations with $250 billion or
more in total consolidated assets or $10 billion or more in total foreign exposures.

Based on the foregoing, as a small bank holding company, we are generally not subject to the capital
requirements at the holding company level unless otherwise advised by the Federal Reserve; however, our Bank
remains subject to the capital requirements. Accordingly, the Bank is required to maintain the following capital
levels:

* aCommon Equity Tier 1 risk-based capital ratio of 4.5%;
* aTier 1 risk-based capital ratio of 6%;
» atotal risk-based capital ratio of 8%; and

* aleverage ratio of 4%.

Basel III also established a “capital conservation buffer” above the regulatory minimum capital
requirements, which must consist entirely of Common Equity Tier 1 capital, which was phased in over several
years. The fully phased-in capital conservation buffer of 2.5%, which became effective on January 1, 2019,
resulted in the following effective minimum capital ratios for the Bank beginning in 2019: (i) a Common Equity
Tier 1 capital ratio of 7.0%, (ii) a Tier 1 capital ratio of 8.5%, and (iii) a total capital ratio of 10.5%. Under
Basel 111, institutions are subject to limitations on paying dividends, engaging in share repurchases, and paying
discretionary bonuses if their capital levels fall below the buffer amount. These limitations establish a maximum
percentage of eligible retained income that could be utilized for such actions.
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Under Basel III, Tier 1 capital includes two components: Common Equity Tier 1 capital and additional
Tier 1 capital. The highest form of capital, Common Equity Tier 1 capital, consists solely of common stock
(plus related surplus), retained earnings, accumulated other comprehensive income, otherwise referred to as
AOCI, and limited amounts of minority interests that are in the form of common stock. Additional Tier 1 capital
is primarily comprised of noncumulative perpetual preferred stock, Tier 1 minority interests and grandfathered
trust preferred securities. Tier 2 capital generally includes the allowance for credit losses up to 1.25% of risk-
weighted assets, qualifying preferred stock, subordinated debt and qualifying Tier 2 minority interests, less any
deductions in Tier 2 instruments of an unconsolidated financial institution. AOCI is presumptively included in
Common Equity Tier 1 capital and often would operate to reduce this category of capital. When implemented,
Basel III provided a one-time opportunity at the end of the first quarter of 2015 for covered banking
organizations to opt out of a large part of this treatment of AOCI. We made this opt-out election and, as a result,
retained our pre-existing treatment for AOCI.

Proposed new rules for U.S. implementation of capital requirements under Basel IV rules, referred to
as the “Basel 111 Endgame,” were issued by the U.S. federal banking agencies on July 27, 2023. These proposed
rules include broad-based changes to the risk-weighting framework for various credit exposures and operational
risk capital requirements. The proposed rules are generally intended to apply only to large banking
organizations with total assets of $100 billion or more, and, if finalized as proposed, are not expected to be
applicable to us. As of the date of this filing, the Basel III Endgame rules have not been finalized, and their
scope, timing, and ultimate implementation remain uncertain.

In November 2019, the federal banking regulators adopted a simplified measure of capital adequacy
for qualifying community banking organizations with less than $10 billion in total consolidated assets (the
“community bank leverage ratio framework” or “CBLR framework”). A qualifying community banking
organization that elects the CBLR framework and maintains a leverage ratio at or above the applicable threshold
is deemed to satisfy the generally applicable risk-based and leverage capital requirements under Basel III and, if
applicable, the “well capitalized” requirements for prompt corrective action purposes. We have not elected to
use the CBLR framework and currently calculate and report under the generally applicable risk-based capital
framework; however, we may evaluate the CBLR framework in the future. On November 25, 2025, the federal
banking agencies proposed changes to the CBLR framework that would, among other things, reduce the
leverage ratio threshold from 9% to 8% and extend the grace period for certain institutions that fall below the
threshold; the proposal remains pending and has not been finalized as of the date of this filing.

Acquisition Activities.

The primary purpose of a bank holding company is to control and manage banks. The BHCA generally
requires prior approval of the Federal Reserve for any merger involving a bank holding company or any
acquisition by a bank holding company of another bank or bank holding company. In addition, the FDIC’s prior
approval is generally required for a bank to merge with another bank or to purchase the assets of, or assume the
deposits of, another bank. In acting on acquisition applications, the federal banking agencies consider, among
other factors, competitive effects, the public benefits expected to be received, post-transaction capital levels,
and the applicant’s record of meeting community credit needs, including the needs of low- and moderate-
income neighborhoods, consistent with safe and sound operation, under the CRA.

Regulatory policy regarding bank merger review has been evolving in recent years. In July 2021,
President Biden issued an executive order encouraging federal agencies to promote competition and, among
other things, to review existing merger oversight practices. In September 2024, the OCC finalized updates to its
business combination regulations and issued a policy statement clarifying its application review principles
under the Bank Merger Act. At the same time, the FDIC adopted a revised Statement of Policy on Bank Merger
Transactions emphasizing a broader evaluation of merger applications. In parallel, the DOJ withdrew the 1995
Bank Merger Competitive Review Guidelines and indicated it would apply its general merger enforcement
framework, including the 2023 Merger Guidelines, in reviewing banking transactions.
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In 2025, the FDIC rescinded its 2024 statement of policy and reinstated the prior statement of policy
while it reevaluates its merger review framework. These developments underscore that merger review standards
and supervisory expectations may continue to change, which could affect the timing, cost, and feasibility of
future acquisition opportunities.

Change in Control.

Two statutes, the Change in Bank Control Act (“CBCA”) and the Bank Holding Company Act,
together with regulations promulgated under them, require some form of regulatory review before any company
may acquire “control” of a bank or a bank holding company. Under the Change in Bank Control Act, a person
or company is required to file a notice with the Federal Reserve if it will, as a result of the transaction, own or
control 10% or more of any class of voting securities or direct the management or policies of a bank or bank
holding company and either if the bank or bank holding company has registered securities or if the acquirer
would be the largest holder of that class of voting securities after the acquisition. For a change in control at the
holding company level, the Federal Reserve is the primary reviewing agency, and the subsidiary bank’s primary
federal regulator is provided notice and an opportunity to comment; at the bank level, only the bank’s primary
federal regulator is involved.

In addition, the Bank Holding Company Act prohibits any entity from acquiring 25% (5% if the
acquirer is a bank holding company) or more of a bank holding company’s voting securities, or otherwise
obtaining control or a controlling influence over the management or policies of a bank or bank holding
company without regulatory approval. The Federal Reserve’s standards for determining whether one company
has control over another established four categories of tiered presumptions of noncontrol that are based on the
percentage of voting shares held by the investor (less than 5%, 5-9.9%, 10-14.9% and 15-24.9%) and the
presence of other indicia of control. As the percentage of ownership increases, fewer indicia of control are
permitted without falling outside of the presumption of noncontrol. These indicia of control include nonvoting
equity ownership, director representation, management interlocks, business relationship and restrictive
contractual covenants. Under the standards, investors can hold up to 24.9% of the voting securities and up to
33% of the total equity of a company without necessarily having a controlling influence. In 2024, the Federal
Reserve indicated that it may revisit certain aspects of this framework, however, as of the date of this filing, no
revisions to this framework have been finalized.

Most recently, the FDIC rescinded its proposed rule issued in August 2024 that would have amended
its filing requirements under the CBCA. That proposal sought to remove an exemption allowing acquisitions of
voting securities in a depository institution holding company to rely on Federal Reserve review without a
separate FDIC filing. In January 2025, the FDIC withdrew the proposal, citing concerns about duplicative
requirements and the need for further consideration.

Transactions subject to the Bank Holding Company Act are exempt from Change in Bank Control Act
requirements. For state banks, state laws, including those of South Carolina, typically require approval by the
state bank regulator as well.

Transactions with Affiliates and Insiders.

The Company is a legal entity separate and distinct from the Bank and its other subsidiaries. Various
legal limitations restrict the Bank from lending or otherwise supplying funds to the Company or its non-bank
subsidiaries. The Company and the Bank are subject to Sections 23A and 23B of the Federal Reserve Act and
Federal Reserve Regulation W.

Section 23A of the Federal Reserve Act places limits on the amount of loans or extensions of credit by
a bank to any affiliate, including its holding company, and on a bank’s investments in, or certain other
transactions with, affiliates and on the amount of advances to third parties collateralized by the securities or
obligations of any affiliates of the bank. Section 23A also applies to derivative transactions, repurchase
agreements and securities lending and borrowing transactions that cause a bank to have credit exposure to an
affiliate. The aggregate of all covered transactions is limited in amount, as to any one affiliate, to 10% of the
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Bank’s capital and surplus and, as to all affiliates combined, to 20% of the Bank’s capital and surplus.
Furthermore, within the foregoing limitations as to amount, each covered transaction must meet specified
collateral requirements. The Bank is forbidden to purchase low quality assets from an affiliate.

Section 23B of the Federal Reserve Act, among other things, prohibits an institution from engaging in
certain transactions with certain affiliates unless the transactions are on terms substantially the same, or at least
as favorable to such institution or its subsidiaries, as those prevailing at the time for comparable transactions
with nonaffiliated companies. If there are no comparable transactions, a bank’s (or one of its subsidiaries’)
affiliate transaction must be on terms and under circumstances, including credit standards, that in good faith
would be offered to, or would apply to, nonaffiliated companies. These requirements apply to all transactions
subject to Section 23A as well as to certain other transactions.

The affiliates of a bank include any holding company of the bank, any other company under common
control with the bank (including any company controlled by the same shareholders who control the bank), any
subsidiary of the bank that is itself a bank, any company in which the majority of the directors or trustees also
constitute a majority of the directors or trustees of the bank or holding company of the bank, any company
sponsored and advised on a contractual basis by the bank or an affiliate, and any mutual fund advised by a bank
or any of the bank’s affiliates. Regulation W generally excludes all non-bank and non-savings association
subsidiaries of banks from treatment as affiliates, except to the extent that the Federal Reserve decides to treat
these subsidiaries as affiliates.

The Bank is also subject to certain restrictions on extensions of credit to executive officers, directors,
certain principal shareholders, and their related interests. Extensions of credit include derivative transactions,
repurchase and reverse repurchase agreements, and securities borrowing and lending transactions to the extent
that such transactions cause a bank to have credit exposure to an insider. Any extension of credit to an insider
(1) must be made on substantially the same terms, including interest rates and collateral requirements, as those
prevailing at the time for comparable transactions with unrelated third parties and (ii) must not involve more
than the normal risk of repayment or present other unfavorable features.

The federal banking agencies have extended the temporary relief from enforcement actions related to
Regulation O multiple times. The relief, which applies to banks and asset managers that become principal
stockholders of banks, will now expire on the earlier of January 1, 2027, or the effective date of a final Federal
Reserve rule revising Regulation O. This extension allows additional time for regulators to address the
treatment of bank credit extensions to complex-controlled portfolio companies that qualify as insiders. Financial
institutions and asset managers should continue monitoring updates, as a final rule could impact the relief
before its expiration.

First Community Corporation

We own 100% of the outstanding capital stock of the Bank, and, therefore, we are considered a bank
holding company under the federal Bank Holding Company Act. As a result, we are primarily subject to the
supervision, examination and reporting requirements of the Federal Reserve under the Bank Holding Company
Act and its regulations promulgated thereunder. Moreover, as a bank holding company of a bank located in
South Carolina, we also are subject to the South Carolina Banking and Branching Efficiency Act.

Permitted Activities. Under the Bank Holding Company Act, a bank holding company is generally
permitted to engage in, or acquire direct or indirect control of more than 5% of the voting shares of any
company engaged in, the following activities:

*  banking or managing or controlling banks;
» furnishing services to or performing services for our subsidiaries; and

* any activity that the Federal Reserve determines to be so closely related to banking as to be a proper
incident to the business of banking;
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Activities that the Federal Reserve has found to be so closely related to banking as to be a proper
incident to the business of banking include:

» factoring accounts receivable;

*  making, acquiring, brokering or servicing loans and usual related activities;

» leasing personal or real property;

*  operating a non-bank depository institution, such as a savings association;

*  trust company functions;

» financial and investment advisory activities;

» conducting discount securities brokerage activities;

* underwriting and dealing in government obligations and money market instruments;

*  providing specified management consulting and counseling activities;

» performing selected data processing services and support services;

*  acting as agent or broker in selling credit life insurance and other types of insurance in connection with
credit transactions; and

» performing selected insurance underwriting activities.

As a bank holding company, we also can elect to be treated as a “financial holding company,” which
would allow us to engage in a broader array of activities. In summary, a financial holding company can engage
in activities that are financial in nature or incidental or complementary to financial activities, including
insurance underwriting, sales and brokerage activities, providing financial and investment advisory services,
underwriting services and limited merchant banking activities. We have not sought financial holding company
status but may elect such status in the future as our business matures. If we were to elect in writing for financial
holding company status, each insured depository institution we control would have to be well capitalized, well
managed and have at least a satisfactory rating under the Community Reinvestment Act (“CRA”) (discussed
below).

The Federal Reserve has the authority to order a bank holding company or its subsidiaries to terminate
any of these activities or to terminate its ownership or control of any subsidiary when it has reasonable cause to
believe that the bank holding company’s continued ownership, activity or control constitutes a serious risk to
the financial safety, soundness, or stability of it or any of its bank subsidiaries.

Source of Strength. There are a number of obligations and restrictions imposed by law and regulatory
policy on bank holding companies with regard to their depository institution subsidiaries that are designed to
minimize potential loss to depositors and to the FDIC insurance funds in the event that the depository institution
becomes in danger of defaulting under its obligations to repay deposits. Under a policy of the Federal Reserve, a
bank holding company is required to serve as a source of financial strength to its subsidiary depository
institutions and to commit resources to support such institutions in circumstances where it might not do so
absent such policy. Under the Federal Deposit Insurance Corporation Improvement Act of 1991 (“FDICIA”), to
avoid receivership of its insured depository institution subsidiary, a bank holding company is required to
guarantee the compliance of any insured depository institution subsidiary that may become “undercapitalized”
within the terms of any capital restoration plan filed by such subsidiary with its appropriate federal banking
agency up to the lesser of (i) an amount equal to 5% of the institution’s total assets at the time the institution
became undercapitalized, or (ii) the amount which is necessary (or would have been necessary) to bring the
institution into compliance with all applicable capital standards as of the time the institution fails to comply
with such capital restoration plan.

The Federal Reserve also has the authority under the Bank Holding Company Act to require a bank
holding company to terminate any activity or relinquish control of a non-bank subsidiary (other than a non-bank
subsidiary of a bank) upon the Federal Reserve’s determination that such activity or control constitutes a serious
risk to the financial soundness or stability of any subsidiary depository institution of the bank holding company.
Further, federal law grants federal bank regulatory authorities’ additional discretion to require a bank holding
company to divest itself of any bank or non-bank subsidiary if the agency determines that divestiture may aid
the depository institution’s financial condition.
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In addition, the “cross guarantee” provisions of the Federal Deposit Insurance Act (“FDIA”) require
insured depository institutions under common control to reimburse the FDIC for any loss suffered or reasonably
anticipated by the FDIC as a result of the default of a commonly controlled insured depository institution or for
any assistance provided by the FDIC to a commonly controlled insured depository institution in danger of
default. The FDIC’s claim for damages is superior to claims of shareholders of the insured depository institution
or its holding company, but is subordinate to claims of depositors, secured creditors, and holders of
subordinated debt (other than affiliates) of the commonly controlled insured depository institutions.

The FDIA also provides that amounts received from the liquidation or other resolution of any insured
depository institution by any receiver must be distributed (after payment of secured claims) to pay the deposit
liabilities of the institution prior to payment of any other general or unsecured senior liability, subordinated
liability, general creditor, or shareholder. This provision would give depositors a preference over general and
subordinated creditors and shareholders in the event a receiver is appointed to distribute the assets of our Bank.

Any capital loans by a bank holding company to any of its subsidiary banks are subordinate in right of
payment to deposits and to certain other indebtedness of such subsidiary bank. In the event of a bank holding
company’s bankruptcy, any commitment by the bank holding company to a federal bank regulatory agency to
maintain the capital of a subsidiary bank will be assumed by the bankruptcy trustee and entitled to a priority of
payment.

Capital Requirements. The Federal Reserve generally imposes certain capital requirements on a bank
holding company under the Bank Holding Company Act, including a minimum leverage ratio and a minimum
ratio of “qualifying” capital to risk-weighted assets. If applicable, these requirements are essentially the same as
those that apply to the Bank and are described above under “Capital and Related Requirements.” However,
because the Company currently qualifies as a small bank holding company, these capital requirements do not
currently apply to the Company. Subject to certain restrictions, we are able to borrow money to make a capital
contribution to the Bank, and these loans may be repaid from dividends paid from the Bank to the Company.
Our ability to pay dividends depends on, among other things, the Bank’s ability to pay dividends to us, which is
subject to regulatory restrictions as described below in “First Community Bank—Dividends.” We are also able
to raise capital for contribution to the Bank by issuing securities without prior regulatory approval, subject to
compliance with federal and state securities laws.

Dividends. As a bank holding company, the Company’s ability to declare and pay dividends is
dependent on certain federal and state regulatory considerations, including the guidelines of the Federal
Reserve. The Federal Reserve has issued a policy statement regarding the payment of dividends by bank
holding companies. In general, the Federal Reserve’s policies provide that dividends should be paid only out of
current earnings and only if the prospective rate of earnings retention by the bank holding company appears
consistent with the organization’s capital needs, asset quality and overall financial condition. The Federal
Reserve’s policies also require that a bank holding company serve as a source of financial strength to its
subsidiary banks by standing ready to use available resources to provide adequate capital funds to those banks
during periods of financial stress or adversity and by maintaining the financial flexibility and capital-raising
capacity to obtain additional resources for assisting its subsidiary banks where necessary. In addition, under the
prompt corrective action regulations, the ability of a bank holding company to pay dividends may be restricted
if a subsidiary bank becomes undercapitalized. Likewise, under the proposed Basel III Endgame rules, banks
subject to the new framework could face increased capital requirements that may impact dividend policies and
capital distribution strategies. If finalized and implemented, these rules could introduce new capital constraints
for institutions seeking to maintain or increase dividend payments. These regulatory policies could affect the
Company’s ability to pay dividends or otherwise engage in capital distributions.

In addition, since the Company is a legal entity separate and distinct from the Bank and does not
conduct stand-alone operations, its ability to pay dividends depends on the ability of the Bank to pay dividends
to it, which is also subject to regulatory restrictions as described below in “First Community Bank—
Dividends.”
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South Carolina State Regulation. As a South Carolina bank holding company under the South Carolina
Banking and Branching Efficiency Act, we are subject to limitations on any sale to, or merger with, other
financial institutions. We are not required to obtain the approval of the S.C. Board prior to acquiring the capital
stock of a national bank, but we must notify them at least 15 days prior to doing so. We must receive the S.C.
Board’s approval prior to engaging in the acquisition of a South Carolina state-chartered bank or another South
Carolina bank holding company.

First Community Bank

As a South Carolina state bank, the Bank’s primary federal regulator is the FDIC, and the Bank is also
regulated and examined by the S.C. Board. Deposits in the Bank are insured by the FDIC up to a maximum
amount of $250,000. The FDIC insurance coverage limit applies per depositor, per insured depository
institution for each account ownership category.

The S.C. Board and the FDIC regulate or monitor virtually all areas of the Bank’s operations, including:

»  security devices and procedures;

* adequacy of capitalization and allowance for credit losses;
¢ loans;

¢ investments;

*  borrowings;

*  deposits;

*  mergers;

¢ issuances of securities;

*  payment of dividends;

* interest rates payable on deposits;

* interest rates or fees chargeable on loans;

e establishment of branches;

e corporate reorganizations;

¢ maintenance of books and records; and

* adequacy of staff training to carry on safe lending and deposit gathering practices.

These agencies, and the federal and state laws applicable to the Bank’s operations, extensively regulate
various aspects of our banking business, including, among other things, permissible types and amounts of loans,
investments and other activities, capital adequacy, branching, interest rates on loans and on deposits, the
maintenance of reserves on demand deposit liabilities, and the safety and soundness of our banking practices.

Prompt Corrective Action. The FDICIA established a “prompt corrective action” program in which
every bank is placed in one of five regulatory categories, depending primarily on its regulatory capital levels.
The FDIC and the other federal banking regulators are permitted to take increasingly severe action as a bank’s
capital position or financial condition declines below the “Adequately Capitalized” level described below.
Regulators are also empowered to place in receivership or require the sale of a bank to another depository
institution when a bank’s leverage ratio reaches two percent. Better capitalized institutions are generally subject
to less onerous regulation and supervision than banks with lesser amounts of capital. The FDIC’s regulations set
forth five capital categories, each with specific regulatory consequences. The categories are:

*  Well Capitalized—The institution exceeds the required minimum level for each relevant capital
measure. A well capitalized institution (i) has a total risk-based capital ratio of 10% or greater, (ii) has
a Tier 1 risk-based capital ratio of 8% or greater, (iii) has a common equity Tier 1 risk-based capital
ratio of 6.5% or greater, (iv) has a leverage capital ratio of 5% or greater, and (v) is not subject to any
order or written directive to meet and maintain a specific capital level for any capital measure.
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*  Adequately Capitalized—The institution meets the required minimum level for each relevant capital
measure. No capital distribution may be made that would result in the institution becoming
undercapitalized. An adequately capitalized institution (i) has a total risk-based capital ratio of 8% or
greater, (ii) has a Tier 1 risk-based capital ratio of 6% or greater, (iii) has a common equity Tier 1 risk-
based capital ratio of 4.5% or greater, and (iv) has a leverage capital ratio of 4% or greater.

*  Undercapitalized—The institution fails to meet the required minimum level for any relevant capital
measure. An undercapitalized institution (i) has a total risk-based capital ratio of less than 8%, (ii) has
a Tier 1 risk-based capital ratio of less than 6%, (iii) has a common equity Tier 1 risk-based capital
ratio of less than 4.5%, or (iv) has a leverage capital ratio of less than 4%.

»  Significantly Undercapitalized—The institution is significantly below the required minimum level for
any relevant capital measure. A significantly undercapitalized institution (i) has a total risk-based
capital ratio of less than 6%, (ii) has a Tier 1 risk-based capital ratio of less than 4%, (iii) has a
common equity Tier 1 risk-based capital ratio of less than 3%, or (iv) has a leverage capital ratio of
less than 3%.

*  Critically Undercapitalized—The institution fails to meet a critical capital level set by the appropriate
federal banking agency. A critically undercapitalized institution has a ratio of tangible equity to total
assets that is equal to or less than 2%.

If the FDIC determines, after notice and an opportunity for hearing, that the bank is in an unsafe or
unsound condition, the regulator is authorized to reclassify the bank to the next lower capital category (other
than critically undercapitalized) and require the submission of a plan to correct the unsafe or unsound condition.

If a bank is not well capitalized, it cannot accept brokered deposits without prior regulatory approval. In
addition, a bank that is not well capitalized cannot offer an effective yield in excess of 75 basis points over interest
paid on deposits of comparable size and maturity in such institution’s normal market area for deposits accepted
from within its normal market area, or national rate paid on deposits of comparable size and maturity for deposits
accepted outside the bank’s normal market area. Moreover, the FDIC generally prohibits a depository institution
from making any capital distributions (including payment of a dividend) or paying any management fee to its
parent holding company if the depository institution would thereafter be categorized as undercapitalized.
Undercapitalized institutions are subject to growth limitations (an undercapitalized institution may not acquire
another institution, establish additional branch offices, or engage in any new line of business unless determined by
the appropriate federal banking agency to be consistent with an accepted capital restoration plan, or unless the
FDIC determines that the proposed action will further the purpose of prompt corrective action) and are required to
submit a capital restoration plan. The agencies may not accept a capital restoration plan without determining,
among other things, that the plan is based on realistic assumptions and is likely to succeed in restoring the
depository institution’s capital. In addition, for a capital restoration plan to be acceptable, the depository
institution’s parent holding company must guarantee that the institution will comply with the capital restoration
plan. The aggregate liability of the parent holding company is limited to the lesser of an amount equal to 5.0% of
the depository institution’s total assets at the time it became categorized as undercapitalized or the amount that is
necessary (or would have been necessary) to bring the institution into compliance with all capital standards
applicable with respect to such institution as of the time it fails to comply with the plan. If a depository institution
fails to submit an acceptable plan, it is categorized as significantly undercapitalized.

Significantly undercapitalized categorized depository institutions may be subject to a number of
requirements and restrictions, including orders to sell sufficient voting stock to become categorized as
adequately capitalized, requirements to reduce total assets, restrictions on deposit interest rates, orders for
election of new directors or forced dismissal of executive officers, divestment of certain subsidiaries, and
cessation of receipt of deposits from correspondent banks. The appropriate federal banking agency may take
any action authorized for a significantly undercapitalized institution if an undercapitalized institution fails to
submit an acceptable capital restoration plan or fails in any material respect to implement a plan accepted by the
agency. A critically undercapitalized institution is subject to having a receiver or conservator appointed to
manage its affairs and for loss of its charter to conduct banking activities.
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An insured depository institution may not pay a management fee to a bank holding company
controlling that institution or any other person having control of the institution if, after making the payment, the
institution would be undercapitalized. In addition, an institution cannot make a capital distribution, such as a
dividend or other distribution that is in substance a distribution of capital to the owners of the institution if
following such a distribution the institution would be undercapitalized. Thus, if payment of such a management
fee or the making of such would cause a bank to become undercapitalized, it could not pay a management fee or
dividend to the bank holding company.

As of December 31, 2025, the Bank was deemed to be “well capitalized.”

Standards for Safety and Soundness. The FDIA also requires the federal banking regulatory agencies
to prescribe, by regulation or guideline, operational and managerial standards for all insured depository
institutions relating to: (i) internal controls, information systems and internal audit systems; (ii) loan
documentation; (iii) credit underwriting; (iv) interest rate risk exposure; and (v) asset growth. The agencies also
must prescribe standards for asset quality, earnings, and stock valuation, as well as standards for compensation,
fees, and benefits. The federal banking agencies have adopted regulations and Interagency Guidelines
Prescribing Standards for Safety and Soundness to implement these required standards. These guidelines set
forth the safety and soundness standards that the federal banking agencies use to identify and address problems
at insured depository institutions before capital becomes impaired. Under the regulations, if the FDIC
determines that the Bank fails to meet any standards prescribed by the guidelines, the agency may require the
Bank to submit to the agency an acceptable plan to achieve compliance with the standard, as required by the
FDIC. The final regulations establish deadlines for the submission and review of such safety and soundness
compliance plans. The FDIC previously requested comments on a proposal that would amend the regulations
implementing Section 29 of the Federal Deposit Insurance Act which contains brokered deposits restrictions
that apply to less than well capitalized depository institutions. In January 2025, Acting FDIC Chairman Travis
Hill announced plans to withdraw the proposed amendments to Section 29 of the Federal Deposit Insurance
Act. The decision to withdraw these proposals aligns with the current administration’s broader deregulatory
agenda, which includes revisiting and potentially rescinding various financial regulations established during the
previous administration.

Regulatory Examination. The FDIC also requires the Bank to prepare annual reports on the Bank’s
financial condition and to conduct an annual audit of its financial affairs in compliance with its minimum
standards and procedures.

All insured institutions must undergo regular on-site examinations by their appropriate banking
agency. The cost of examinations of insured depository institutions and any affiliates may be assessed by the
appropriate federal banking agency against each institution or affiliate as it deems necessary or appropriate.
Insured institutions are required to submit annual reports to the FDIC, their federal regulatory agency, and state
supervisor whenever applicable. The FDIC has developed a method for insured depository institutions to
provide supplemental disclosure of the estimated fair market value of assets and liabilities, to the extent feasible
and practicable, in any balance sheet, financial statement, report of condition or any other report of any insured
depository institution. The federal banking regulatory agencies prescribe, by regulation, standards for all insured
depository institutions and depository institution holding companies relating, among other things, to the
following:

e internal controls;

» information systems and audit systems;
*  loan documentation;

«  credit underwriting;

*  interest rate risk exposure; and

e asset quality.
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Dividends. The Company’s principal source of cash flow, including cash flow to pay dividends to its
shareholders, is dividends it receives from the Bank. Statutory and regulatory limitations apply to the Bank’s
payment of dividends to the Company. As a South Carolina chartered bank, the Bank is subject to limitations on
the amount of dividends that it is permitted to pay. Unless otherwise instructed by the S.C. Board, the Bank is
generally permitted under South Carolina state banking regulations to pay cash dividends of up to 100% of net
income in any calendar year without obtaining the prior approval of the S.C. Board. The FDIC also has the
authority under federal law to enjoin a bank from engaging in what in its opinion constitutes an unsafe or
unsound practice in conducting its business, including the payment of a dividend under certain circumstances.
The Bank must also maintain the Common Equity Tier 1 capital conservation buffer of 2.5%, in excess of its
minimum regulatory risk-based capital ratios, to avoid becoming subject to restrictions on capital distributions,
including dividends, as described above.

Branching. Federal legislation permits out-of-state acquisitions by bank holding companies, interstate
branching by banks, and interstate merging by banks. The Dodd-Frank Act removed previous state law
restrictions on de novo interstate branching in states such as South Carolina and Georgia. This change
effectively permits out of state banks to open de novo branches in states where the laws of such state would
permit a bank chartered by that state to open a de novo branch.

Anti-Tying Restrictions. Under amendments to the Bank Holding Company Act and Federal Reserve
regulations, a bank is prohibited from engaging in certain tying or reciprocity arrangements with its customers.
In general, a bank may not extend credit, lease, sell property, or furnish any services or fix or vary the
consideration for these on the condition that (i) the customer obtain or provide some additional credit, property,
or services from or to the bank, the bank holding company or subsidiaries thereof or (ii) the customer may not
obtain some other credit, property, or services from a competitor, except to the extent reasonable conditions are
imposed to assure the soundness of the credit extended. Certain arrangements are permissible: a bank may offer
combined-balance products and may otherwise offer more favorable terms if a customer obtains two or more
traditional bank products; and certain foreign transactions are exempt from the general rule. A bank holding
company or any bank affiliate also is subject to anti-tying requirements in connection with electronic benefit
transfer services.

Community Reinvestment Act. The Bank is subject to certain requirements and reporting obligations
under the CRA, which requires federal banking regulators to evaluate the record of each financial institution in
meeting the credit needs of its local community, including low- and moderate- income neighborhoods. The
CRA further requires these criteria to be considered in evaluating mergers, acquisitions, and applications to
open a branch or facility. Failure to adequately meet these criteria could result in the imposition of additional
requirements and limitations on the Bank. Additionally, financial institutions must publicly disclose the terms of
various CRA-related agreements. In its most recent CRA examination, the Bank received a “satisfactory”
rating.

In December 2019, the FDIC and OCC issued a notice of proposed rulemaking intended to (i) clarify
which activities qualify for CRA credit; (ii) update where activities count for CRA credit; (iii) create a more
transparent and objective method for measuring CRA performance; and (iv) provide for more transparent,
consistent, and timely CRA-related data collection, recordkeeping, and reporting. However, the Federal Reserve
did not join the proposed rulemaking. That proposed rulemaking was later superseded and is no longer in effect.
In January 2025, the OCC, the FDIC, and the Federal Reserve issued additional guidance clarifying that digital
and fintech-driven activities may be eligible for CRA consideration provided they meet applicable CRA criteria.
This guidance reflects efforts to modernize CRA evaluations in light of evolving banking practices.

In May 2020, the OCC issued its final CRA rule, which was later rescinded in December 2021,
replacing it with a rule based on the rules adopted jointly by the federal banking agencies in 1995, as amended
and superseded by an updated joint framework. On the same day that the OCC announced its plans to rescind
the CRA final rule, the OCC, the FDIC, and the Federal Reserve announced that they were working together to
“strengthen and modernize the rules implementing the CRA.” On May 5, 2022, the OCC, FDIC, and Federal
Reserve released a notice of proposed rulemaking regarding the CRA and invited public comment on the
proposed rules. The comment period closed on August 5, 2022. On October 24, 2023, the OCC, the FDIC, and
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the Federal Reserve issued a final rule to strengthen and modernize regulations implementing the CRA. The
final rule was scheduled to take effect on April 1, 2024; however, its effectiveness was enjoined by a federal
court, and compliance with the majority of the final rule’s provisions has been deferred. Several banking
industry groups filed a lawsuit seeking to invalidate the CRA final rule, arguing that the federal banking
agencies exceeded their statutory authority in adopting the rule. In March 2024, a federal judge granted an
injunction preventing the CRA final rule from taking effect. The OCC, the FDIC, and the Federal Reserve
appealed the injunction. However, in March 2025, the federal banking agencies filed an unopposed motion to
stay the appeal pending completion of a new rule that would propose rescinding the enjoined 2023 CRA Final
Rule and reinstating the CRA framework that existed prior to the final rule. In April 2025, the Fifth Circuit
granted the agencies’ motion. In July 2025, the OCC, FDIC, and Federal Reserve issued a notice of proposed
rulemaking to rescind the 2023 CRA Final Rule and reinstate the prior CRA regulations; the comment period
closed on August 18, 2025, and the proposal has not been finalized as of the date of this filing. Management
continues to evaluate developments relating to the CRA and their potential impact on the Bank.

Fair Lending Requirements. We are subject to certain fair lending requirements and reporting
obligations involving lending operations. A number of laws and regulations provide these fair lending
requirements and reporting obligations, including, at the federal level, the Equal Credit Opportunity Act
(“ECOA™), as amended by the Dodd-Frank Act, and Regulation B, as well as the Fair Housing Act (“FHA™)
and regulations implementing FHA found at 24 C.F.R. Part 100. ECOA and Regulation B prohibit
discrimination in any aspect of a credit transaction based on a number of prohibited factors, including race or
color, religion, national origin, sex, marital status, age, the applicant’s receipt of income derived from public
assistance programs, and the applicant’s exercise, in good faith, of any right under the Consumer Credit
Protection Act. ECOA and Regulation B include lending acts and practices that are specifically prohibited,
permitted, or required, and these laws and regulations proscribe data collection requirements, legal action
statute of limitations, and disclosure of the consumer’s ability to receive a copy of any appraisal(s) and
valuation(s) prepared in connection with certain loans secured by dwellings. In January 2023, the OCC revised
its “Fair Lending” booklet of the Comptroller’s Handbook to incorporate clarified details and risk factors for a
variety of examination scenarios addressing fair lending and to update references to supervisory guidance,
sound risk management practices, and applicable legal standards. While this OCC guidance does not apply to
the Bank explicitly, it represents best practices guidance for the Bank. FHA prohibits discrimination in all
aspects of residential real-estate related transactions based on prohibited factors, including race or color,
national origin, religion, sex, familial status, and handicap. On April 23, 2025, President Trump issued
Executive Order 14281, “Restoring Equality of Opportunity and Meritocracy,” which states that it is the policy
of the United States to eliminate the use of disparate-impact liability “to the maximum degree possible” and
directs federal agencies to review and, where appropriate, revise enforcement approaches and regulations that
rely on disparate-impact theories. Following the Executive Order, the FDIC updated the Fair Lending Laws and
Regulation section of its Consumer Compliance Examination Manual to remove all references to disparate
impact and how to evaluate disparate impact risk.

Federal fair lending laws and regulations, as interpreted by courts and regulatory agencies, continue to
recognize both disparate treatment and disparate impact theories of liability. Regulatory agencies periodically
review and update supervisory guidance related to fair lending risk management and examination practices.

In addition to prohibiting discrimination in credit transactions on the basis of prohibited factors, these
laws and regulations can cause a lender to be liable for policies that result in a disparate treatment of or have a
disparate impact on a protected class of persons. If a pattern or practice of lending discrimination is alleged by a
regulator, then the matter may be referred by the agency to the DOJ for investigation. In December 2012, the
DOJ and CFPB entered into a Memorandum of Understanding under which the agencies have agreed to share
information, coordinate investigations, and have generally committed to strengthen their coordination efforts.

In addition to substantive penalties and corrective measures that may be required for a violation of
certain fair lending laws, the federal banking agencies may take compliance with fair lending requirements into
account when regulating and supervising other activities of the bank, including in acting on expansionary
proposals.
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Financial Subsidiaries. Under the Gramm-Leach-Bliley Act, otherwise referred to as the GLBA,
subject to certain conditions imposed by their respective banking regulators, national and state-chartered banks
are permitted to form “financial subsidiaries” that may conduct financial or incidental activities, thereby
permitting bank subsidiaries to engage in certain activities that previously were impermissible. The GLBA
imposes several safeguards and restrictions on financial subsidiaries, including that the parent bank’s equity
investment in the financial subsidiary be deducted from the bank’s assets and tangible equity for purposes of
calculating the bank’s capital adequacy. In addition, the GLBA imposes new restrictions on transactions
between a bank and its financial subsidiaries similar to restrictions applicable to transactions between banks and
non-bank affiliates.

Consumer Protection Regulations. Activities of the Bank are subject to a variety of statutes and
regulations—both at the federal and state levels—designed to protect consumers. This includes Title X of the
Dodd-Frank Act, which prohibits engaging in any unfair, deceptive, or abusive acts or practices (“UDAAP”).
UDAAP claims involve detecting and assessing risks to consumers and to markets for consumer financial
products and services. Interest and other charges collected or contracted for by the Bank are subject to state
usury laws and federal laws concerning interest rates. The Bank’s loan operations are also subject to federal
laws applicable to credit transactions, such as:

*  the Dodd-Frank Act that created the Consumer Financial Protection Bureau (“CFPB”), an independent
regulatory authority housed within the Federal Reserve, which has broad rule-making authority over a
wide range of consumer laws that apply to insured depository institutions;

*  the Truth-In-Lending Act (“TILA”) and Regulation Z, governing disclosures of credit terms to
consumer borrowers and including substantial requirements for mortgage lending and servicing, as
mandated by the Dodd-Frank Act;

» the Home Mortgage Disclosure Act (“HMDA”) and Regulation C, requiring financial institutions to
provide information to enable the public and public officials to determine whether a financial
institution is fulfilling its obligation to help meet the housing needs of the community it serves, and
requiring collection and disclosure of data about applicant and borrower characteristics to assist in
identifying possible discriminatory lending patterns and enforcing antidiscrimination statutes;

»  the Equal Credit Opportunity Act (“ECOA”) and Regulation B, prohibiting discrimination on the basis
of race, color, religion, or other prohibited factors in any aspect of a credit transaction;

» the Fair Credit Reporting Act, as amended by the Fair and Accurate Credit Transactions Act, and
Regulation V, governing the use of consumer reports, provision of information to credit reporting
agencies, certain identity theft protections, and certain credit and other disclosures, and requiring banks
to have in place an “identity theft red flags” program to detect, prevent and mitigate identity theft.

»  the Fair Debt Collection Practices Act and Regulation F, governing the manner in which consumer
debts may be collected by collection agencies and intending to eliminate abusive, deceptive, and unfair
debt collection practices;

« the Real Estate Settlement Procedures Act (“RESPA”) and Regulation X, which governs various
aspects of residential mortgage loans, including the settlement and servicing process, dictates certain
disclosures to be provided to consumers, and imposes other requirements related to compensation of
service providers, insurance escrow accounts, and loss mitigation procedures;

*  The Secure and Fair Enforcement for Mortgage Licensing Act (“SAFE Act”) which mandates a
nationwide licensing and registration system for residential mortgage loan originators. The SAFE Act
also prohibits individuals from engaging in the business of a residential mortgage loan originator
without first obtaining and maintaining annual registration as either a federal or state licensed
mortgage loan originator;
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The Homeowners Protection Act (“HPA”), or the PMI Cancellation Act, provides requirements
relating to private mortgage insurance (PMI) on residential mortgages, including the cancelation and
termination of PMI, disclosure and notification requirements, and the requirement to return unearned
premiums;

The Fair Housing Act (“FHA”) prohibits discrimination in all aspects of residential real-estate related
transactions based on race or color, national origin, religion, sex, and other prohibited factors;

The Servicemembers Civil Relief Act (“SCRA”) and Military Lending Act (“MLA”), providing
certain protections for servicemembers, members of the military, and their respective spouses,
dependents and others;

Section 106(c)(5) of the Housing and Urban Development Act requires making home ownership
available to eligible homeowners; and

the rules and regulations of the various federal agencies charged with the responsibility of
implementing such federal laws.

The deposit operations of the Bank also are subject to laws, such as the following federal laws:

the FDIA, which, among other things, imposes a minimum amount of deposit insurance available per
account to $250,000 and imposes other limits on deposit-taking;

the Right to Financial Privacy Act, which imposes a duty to maintain confidentiality of consumer
financial records and prescribes procedures for complying with administrative subpoenas of financial
records;

the Electronic Funds Transfer Act and Regulation E, which governs the rights, liabilities, and
responsibilities of consumers and financial institutions using electronic fund transfer services, and
which generally mandates disclosure requirements, establishes limitations on liability applicable to
consumers for unauthorized electronic fund transfers, dictates certain error resolution processes, and
applies other requirements relating to automatic deposits to and withdrawals from deposit accounts;

the Check Clearing for the 21st Century Act (also known as “Check 21”°), which gives “substitute
checks,” such as digital check images and copies made from that image, the same legal standing as the
original paper check;

The Expedited Funds Availability Act (“EFA Act”) and Regulation CC, setting forth requirements to
make funds deposited into transaction accounts available according to specified time schedules,
disclose funds availability policies to customers, and relating to the collection and return of checks and
electronic checks, including the rules regarding the creation or receipt of substitute checks; and

the Truth in Savings Act (“TISA”) and Regulation DD, which requires depository institutions to
provide disclosures so that consumers can make meaningful comparisons about depository institutions
and accounts.

In light of the growing concern by regulators about relationships between chartered financial

institutions and their third-party service providers, the FDIC joined the other federal supervisory agencies in
issuing the Interagency Guidance on Third-Party Relationships: Risk Management. This guidance provided risk
management oversight guidelines for financial institutions to incorporate in their ongoing relationships with
third-party vendors.

The CFPB has broad authority to regulate the offering and provision of consumer financial products

and services. The CFPB has the authority to supervise and examine depository institutions with more than $10
billion in assets for compliance with federal consumer laws. The authority to supervise and examine depository
institutions with $10 billion or less in assets, such as the Bank, for compliance with federal consumer laws
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remains largely with those institutions’ primary regulators. However, the CFPB may participate in examinations
of these smaller institutions on a “sampling basis” and may refer potential enforcement actions against such
institutions to their primary regulators. As such, the CFPB may participate in examinations of the Bank. In
addition, states are permitted to adopt consumer protection laws and regulations that are stricter than the
regulations promulgated by the CFPB.

The CFPB has issued a number of significant rules that impact nearly every aspect of the lifecycle of
consumer financial products and services, including rules regarding residential mortgage loans. These rules
implement Dodd-Frank Act amendments to ECOA, TILA and RESPA. On July 18, 2024 regulators, including
the CFPB, issued interagency guidance on reconsideration of value (ROVs) of residential real estate
transactions. The CFPB continued its scrutiny of so called “pay-to-pay” and “junk fee” regimes, proposing rules
related to credit card penalties. In March 2024, the CFPB finalized a rule that addresses late fees charged by
card issuers that together with their affiliates have one million or more open credit card accounts. However, on
April 15, 2025, the “Credit Card Penalty Fees Final Rule” was vacated pursuant to an order of the United States
District Court for the Northern District of Texas.

Bank regulators take into account compliance with consumer protection laws when considering
approval of proposed expansionary proposals.

Enforcement Powers. The Bank and its “institution-affiliated parties,” including its management,
employee’s agent’s independent contractors and consultants, such as attorneys and accountants, and others who
participate in the conduct of the financial institution’s affairs, are subject to potential civil and criminal penalties
for violations of law, regulations, or written orders of a government agency. These practices can include the
failure of an institution to timely file required reports or the filing of false or misleading information or the
submission of inaccurate reports. Civil penalties may be as high as $1,000,000 a day for such violations.
Criminal penalties for some financial institution crimes have been increased to twenty years. In addition,
regulators are provided with greater flexibility to commence enforcement actions against institutions and
institution-affiliated parties. Possible enforcement actions include the termination of deposit insurance.
Furthermore, banking agencies’ powers to issue cease-and-desist orders have been expanded. Such orders may,
among other things, require affirmative action to correct any harm resulting from a violation or practice,
including restitution, reimbursement, indemnifications or guarantees against loss. A financial institution may
also be ordered to restrict its growth, dispose of certain assets, rescind agreements or contracts, or take other
actions as determined by the ordering agency to be appropriate.

Anti-Money Laundering and Countering the Financing of Terrorism (AML/CFT); the USA PATRIOT
Act; the Office of Foreign Asset Control. Financial institutions must maintain AML/CFT programs, including
internal policies, compliance officers, training, and independent audits, in accordance with the Bank Secrecy
Act (“BSA”) and other federal laws. They must adhere to “knowing your customer” and enhanced due diligence
requirements, particularly for high-risk customers and foreign institutions, to prevent money laundering and
terrorism financing. Institutions must also report suspicious activities to law enforcement and ensure
compliance with risk-based customer due diligence procedures. The USA PATRIOT Act amended the BSA to
enhance financial transparency and information-sharing between institutions, regulators, and law enforcement.
It mandates customer identification programs, increased due diligence for non-U.S. persons, and stricter
reporting of transactions over $10,000 to FinCEN. Financial institutions must also monitor and report
transactions involving individuals or entities suspected of terrorist financing. Regulators actively enforce
compliance, imposing penalties on institutions failing to meet AML/CFT obligations.

The USA PATRIOT Act amended the Bank Secrecy Act and provides, in part, for the facilitation of
information sharing among governmental entities and financial institutions for the purpose of combating
terrorism and money laundering by enhancing anti-money laundering and financial transparency laws, as well
as enhanced information collection tools and enforcement mechanics for the U.S. government, including: (i)
requiring standards for verifying customer identification at account opening; (ii) rules to promote cooperation
among financial institutions, regulators, and law enforcement entities in identifying parties that may be involved
in terrorism or money laundering; (iii) reports by nonfinancial trades and businesses filed with the U.S.
Treasury Department’s Financial Crimes Enforcement Network for transactions exceeding $10,000; (iv) filing
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suspicious activities reports if a bank believes a customer may be violating U.S. laws and regulations; and (v)
requires enhanced due diligence requirements for financial institutions that administer, maintain, or manage
private bank accounts or correspondent accounts for non-U.S. persons. Bank regulators routinely examine
institutions for compliance with these obligations and are required to consider compliance in connection with
the regulatory review of applications.

Under the USA PATRIOT Act, the regulators can provide lists of the names of persons suspected of
involvement in terrorist activities. The Bank can be requested to search its records for any relationships or
transactions with persons on those lists. If the Bank finds any relationships or transactions, it must file a
suspicious activity report and contact the applicable governmental authorities.

The Office of Foreign Assets Control (“OFAC”), which is a division of the U.S. Department of the
Treasury (the “Treasury”), is responsible for helping to ensure that United States entities do not engage in
transactions with “enemies” of the United States, as defined by various Executive Orders and Acts of Congress.
OFAC publishes lists of names of persons and organizations with which the Bank is prohibited from engaging
in business. If the Bank finds a name on any transaction, account or wire transfer that is on an OFAC list, it
must freeze such account, file a suspicious activity report, and notify the FBI. The Bank has appointed an
OFAC compliance officer to oversee the inspection of its accounts and the filing of any notifications. The Bank
actively checks high-risk OFAC areas such as new accounts, wire transfers and customer files. The Bank
performs these checks utilizing software, which is updated each time a modification is made to the lists
provided by OFAC and other agencies of Specially Designated Nationals and Blocked Persons.

In August 2023, the FFIEC updated its BSA/AML Examination Manual to clarify risk-based
compliance expectations. The FFIEC and the FDIC emphasize oversight of third-party AML/CFT service
providers, with examination enforcement actions against institutions that fail to monitor vendors effectively.

The Anti-Money Laundering Act of 2020 included the Corporate Transparency Act (“CTA”), which
directed the Financial Crimes Enforcement Network (“FinCEN”) to establish beneficial ownership information
(“BOI”) reporting requirements for certain legal entities. The CTA and FinCEN’s implementing regulations
have been the subject of significant litigation and subsequent regulatory action. In 2025, the U.S. Department of
the Treasury announced that it would not enforce BOI reporting penalties against U.S. citizens or domestic
reporting companies, and FinCEN issued an interim final rule removing BOI reporting requirements for U.S.
companies and U.S. persons. As a result, BOI reporting requirements currently apply primarily to certain
foreign reporting companies registered to do business in the United States, subject to applicable exemptions.
The scope, implementation, and enforcement posture of the CTA remain subject to further regulatory and
judicial developments.

Following Russia’s invasion of Ukraine, OFAC imposed extensive sanctions under Executive Order
14024, including restrictions on Russian financial institutions, expanded sovereign debt prohibitions, and
increased scrutiny of sanctions evasion. FinCEN issued an alert in March 2022, advising heightened vigilance.
Sanctions enforcement continued through 2023 and 2024. Globally, the Financial Action Task Force (“FATF”)
updates its high-risk jurisdiction lists, affecting due diligence requirements for international transactions. In
October 2025, FATF removed Burkina Faso, Mozambique, Nigeria and South Africa from its lists of
Jurisdictions under Increased Monitoring. BSA/AML oversight by financial institutions continues to be a
significant source of enforcement activity by all prudential regulators and FinCEN and therefore requires
ongoing focus by the Bank.

Privacy and Data Security. There are a number of state and federal laws and regulations that govern
financial privacy and cybersecurity. At the federal level, this includes the privacy protection provisions of the
Gramm-Leach-Bliley Act (“GLBA”) and related regulations, including Regulation P, which govern the
treatment of nonpublic personal information. Under these privacy protection provisions, we are limited in our
ability to disclose non-public information about consumers to nonaffiliated third parties. These limitations
require disclosure of privacy policies and notices to consumers and, in some circumstances, allow consumers to
prevent disclosure of certain personal information to a nonaffiliated third party.
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Consumers must be notified in the event of a data breach under applicable state laws. Multiple states
and Congress are considering laws or regulations which could create new individual privacy rights and impose
increased obligations on companies handling personal data. For example, on November 18, 2021, the federal
financial regulatory agencies published a final rule that required banking organizations and their service
providers to implement new notification requirements for significant cybersecurity incidents. Specifically, the
final rule requires banking organizations to notify their primary federal regulator as soon as possible and no
later than 36 hours after the discovery of a “computer-security incident” that rises to the level of a “notification
incident” within the meaning attributed to those terms by the final rule. Banks’ service providers are required
under the final rule to notify any affected bank to or on behalf of which the service provider provides services
“as soon as possible” after determining that it has experienced an incident that materially disrupts or degrades,
or is reasonably likely to materially disrupt or degrade, covered services provided to such bank for as much as
four hours. The final rule took effect on April 1, 2022 and banks and their service providers must have complied
with the requirements of the rule by May 1, 2022. Effective December 9, 2022, the FTC’s amendments to
GLBA'’s Safeguards Rule became effective for institutions subject to the FTC’s jurisdiction; banking
organizations subject to federal banking agency oversight are subject to substantially similar information
security requirements enforced by their prudential regulators. In 2024 and 2025, federal banking agencies issued
guidance emphasizing ransomware preparedness and third-party risk management. Banks are expected to
maintain robust incident response plans, conduct resilience exercises, and strengthen cybersecurity controls.
Additionally, regulators reinforced that institutions remain fully accountable for risks posed by third-party
service providers, requiring comprehensive due diligence, ongoing monitoring, and governance oversight.

States continue to take the lead in passing privacy focused legislation. A majority of states have now
enacted some form of consumer privacy protection laws, many of which include exemptions or partial
exemptions for entities regulated under GLBA. Congress has proposed significant privacy focused legislation
largely targeting technology companies, however, to date, none of these laws have been enacted.

The CFPB has also taken significant actions relating to consumer privacy and consumer access to
financial data. In October 2024, the CFPB issued a final rule implementing Section 1033 of the Consumer
Financial Protection Act (the “Personal Financial Data Rights Rule”), which would require covered data
providers, including banks, to make certain covered consumer financial data available to consumers and to
authorized third parties in electronic form, subject to prescribed requirements. The rule has been the subject of
litigation and related judicial and administrative developments that have delayed its implementation. In July
2025, the CFPB publicly stated that it intended to replace or substantially revise the rule through a new
rulemaking process and sought to pause pending litigation while it pursued that process. In August 2025, the
CFPB issued an advance notice of proposed rulemaking to reconsider the rule, focusing on the scope of
authorized representatives, potential cost recovery mechanisms, and data security and privacy considerations. In
October 2025, a federal district court in Kentucky issued a preliminary injunction temporarily blocking
enforcement of the rule. The rule remains subject to ongoing litigation and regulatory reconsideration, and the
scope, timing and ultimate requirements of any final rule remain uncertain.

Cybersecurity. The federal banking regulators regularly issue new guidance and standards, and update
existing guidance and standards, regarding cybersecurity intended to enhance cyber risk management among
financial institutions. Financial institutions are expected to comply with such guidance and standards and to
accordingly develop appropriate security controls and risk management processes. If we fail to observe such
regulatory guidance or standards, we could be subject to various regulatory sanctions, including financial
penalties. In 2023, the SEC issued a final rule that requires disclosure of material cybersecurity incidents, as
well as cybersecurity risk management, strategy and governance. Under this rule, banking organizations that are
SEC registrants must generally disclose information about a material cybersecurity incident within four
business days of determining it is material with periodic updates as to the status of the incident in subsequent
filings, as necessary.

Under a final rule adopted by federal banking agencies in 2021, banking organizations are required to
notify their primary banking regulator within 36 hours of determining that a “computer-security incident” has
materially disrupted or degraded, or is reasonably likely to materially disrupt or degrade, the banking
organization’s ability to carry out banking operations or deliver banking products and services to a material
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portion of its customer base, its businesses and operations that would result in material loss, or its operations
that would impact the stability of the United States.

State regulators have also been increasingly active in implementing privacy and cybersecurity
standards and regulations. Recently, several states have adopted regulations requiring certain financial
institutions to implement cybersecurity programs and many states have also recently implemented or modified
their data breach notification, information security and data privacy requirements. We expect this trend of state-
level activity in those areas to continue and are continually monitoring developments in the states in which our
customers are located.

Risks and exposures related to cybersecurity attacks, including litigation and enforcement risks, are
expected to be elevated for the foreseeable future due to the rapidly evolving nature and sophistication of these
threats, as well as due to the expanding use of Internet banking, mobile banking and other technology-based
products and services by us and our customers.

Effect of Governmental Monetary Policies. Our earnings and financial condition are affected by
domestic economic conditions and the monetary and fiscal policies of the United States government and its
agencies, particularly the Federal Reserve. The Federal Reserve influences interest rates and overall economic
activity through its open market operations, discount window lending, reserve requirements and other monetary
policy tools. Changes in monetary policy affect the levels of market interest rates, the availability and cost of
credit, the demand for loans, the fair value of securities and other earning assets, and the rates we pay on
deposits and other funding sources. Following a period of rapid monetary tightening during 2022 and 2023 to
address elevated inflation, the Federal Open Market Committee began reducing the federal funds target rate in
2024 as inflation moderated and economic growth slowed. During 2025, the federal funds target range declined
further and ended the year between 3.50% and 3.75%. The pace, magnitude and direction of future interest rate
changes remain uncertain and will depend on economic conditions, including inflation trends, employment
levels and financial market stability. Changes in interest rates and other monetary policy actions can materially
affect our net interest margin, loan demand, deposit flows, liquidity, credit quality and the market value of our
investment securities portfolio. Because these factors are beyond our control and difficult to predict, we cannot
assure that future monetary policy developments will not have an adverse effect on our results of operations or
financial condition. Changes in market interest rates can have a significant impact on the level of income and
expense recorded on a large portion of our interest-earning assets and interest-bearing liabilities, and on the
market value of all interest-earning assets, other than those possessing a short term to maturity. Furthermore,
changes in market interest rates can have a significant impact on the level of mortgage originations and related
mortgage non-interest income.

Insurance of Accounts and Regulation by the FDIC. The Bank’s deposits are insured up to applicable
limits by the Deposit Insurance Fund of the FDIC. The Dodd-Frank Act permanently increased the maximum
amount of deposit insurance for banks to $250,000 per account. As insurer, the FDIC imposes deposit insurance
premiums and is authorized to conduct examinations of and to require reporting by FDIC insured institutions. It
also may prohibit any FDIC insured institution from engaging in any activity the FDIC determines by regulation
or order to pose a serious risk to the insurance fund. The FDIC also has the authority to initiate enforcement
actions against savings institutions, after giving the bank’s regulatory authority an opportunity to take such
action and may terminate the deposit insurance if it determines that the institution has engaged in unsafe or
unsound practices or is in an unsafe or unsound condition.

As an FDIC-insured bank, the Bank must pay deposit insurance assessments to the FDIC based on its
average total assets minus its average tangible equity. The Bank’s assessment rates are currently based on its
risk classification (i.e., the level of risk it poses to the FDIC’s deposit insurance fund). Institutions classified as
higher risk pay assessments at higher rates than institutions that pose a lower risk. The initial base assessment
rates currently range from approximately five basis points to approximately 32 basis points.

In addition to the ordinary assessments described above, the FDIC has the ability to impose special
assessments in certain instances. For example, in November 2023, the FDIC implemented a special assessment
to recover the approximately $16.3 billion loss to the Deposit Insurance Fund associated with protecting
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uninsured depositors following the closures of Silicon Valley Bank and Signature Bank, New York, NY earlier
in the year. However, the assessment was limited to banks with an excess of $5 billion uninsured deposits as of
December 31, 2022, so we did not receive any assessment.

The FDIC may terminate the deposit insurance of any insured depository institution, including the
Bank, if it determines, after a hearing, that the institution has engaged in unsafe or unsound practices, is in an
unsafe or unsound condition to continue operations or has violated any applicable law, regulation, rule, order, or
condition imposed by the FDIC. It also may suspend deposit insurance temporarily during the hearing process
for the permanent termination of insurance if the institution has no tangible capital. If insurance of accounts is
terminated, the accounts at the institution at the time of the termination, less subsequent withdrawals, shall
continue to be insured for a period of six months to two years, as determined by the FDIC. Management is not
aware of any practice, condition or violation that might lead to termination of the Bank’s deposit insurance.

Incentive Compensation. In addition to the potential restrictions on discretionary bonus compensation
under the Basel III rules, the federal bank regulatory agencies have issued guidance on incentive compensation
policies (the “Incentive Compensation Guidance”) intended to ensure that the incentive compensation policies
of financial institutions do not undermine the safety and soundness of such institutions by encouraging
excessive risk-taking. The Incentive Compensation Guidance, which covers all employees that have the ability
to materially affect the risk profile of an institution, either individually or as part of a group, is based upon the
key principles that a financial institution’s incentive compensation arrangements should comply with the
following principles: (i) provide employees incentives that appropriately balance risk and reward; (ii) be
compatible with effective controls and risk-management; and (iii) be supported by strong corporate governance,
including active and effective oversight by the organization’s board of directors.

The scope and content of federal bank regulatory agencies’ policies on executive compensation are
continuing to develop and are likely to continue evolving in the near future. In 2016, federal agencies proposed
regulations which could significantly change the regulation of incentive compensation programs at financial
institutions. The proposal would create four tiers of institutions based on asset size. Institutions in the top two
tiers would be subject to rules much more detailed and proscriptive than are currently in effect. If interpreted
aggressively by the regulators, the proposed rules could be used to prevent, as a practical matter, larger
institutions from engaging in certain lines of business where substantial commission and bonus pool
arrangements are the norm. In the 2016 proposal, the top two tiers included institutions with more than $50
billion of assets, which would not currently apply to us. In May 2024, the federal banking agencies reissued a
Notice of Proposed Rulemaking under Section 956 of the Dodd-Frank Act to strengthen oversight of incentive
compensation arrangements. The proposal would apply to institutions with $1 billion or more in total
consolidated assets and includes requirements for risk-adjusted awards, mandatory deferrals, forfeiture and
clawback provisions, and enhanced governance standards. As of the date of this filing, these proposed rules
have not been finalized. This marks the latest effort to finalize rules originally proposed in 2011 and 2016,
signaling continued regulatory focus on aligning compensation practices with safety and soundness objectives.
We cannot predict what final rules may be adopted, nor how they may be implemented and, therefore, it cannot
be determined at this time whether compliance with such policies will adversely affect our ability to hire, retain
and motivate our key employees.

In addition, the Tax Cuts and Jobs Act (the “Tax Act”), which was signed into law in December 2017,
contains certain provisions affecting performance-based compensation. Specifically, the pre-existing exception
to the $1.0 million deduction limitation applicable to performance-based compensation was repealed. The
deduction limitation is now applied to all compensation exceeding $1.0 million, for our covered employees,
regardless of how it is classified. Subsequent legislation and regulatory guidance, such as the One Big Beautiful
Bill Act in 2025, have expanded the definition of covered employees and the application of these limitations
across affiliated and controlled group entities, which may increase the number of individuals and entities subject
to these limitations which could have an adverse effect on our income tax expense and net income.

Corporate Governance. The Dodd-Frank Act addressed many investor protection, corporate
governance and executive compensation matters that affect most U.S. publicly traded companies. The Dodd-
Frank Act (i) grants stockholders of U.S. publicly traded companies an advisory vote on executive
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compensation and so-called “golden parachute” payments, (ii) enhances independence requirements for
compensation committee members, (iii) requires the SEC to adopt rules directing national securities exchanges
to establish listing standards requiring all listed companies to adopt incentive-based compensation clawback
policies for executive officers, and (iv) provides the SEC with authority to adopt proxy access rules that would
allow stockholders of publicly traded companies to nominate candidates for election as a director and have
those nominees included in a company’s proxy materials. The SEC has completed the bulk (although not all) of
the rulemaking necessary to implement these provisions. However, on October 26, 2022, the SEC adopted final
rules implementing the incentive-based compensation recovery (clawback) provisions of the Dodd-Frank Act.
The final rules directed the stock exchanges to establish listing standards requiring listed companies to develop
and implement a policy providing for the recovery of erroneously awarded incentive-based compensation
received by current or former executive officers and to satisfy related disclosure obligations. As of December 1,
2023, the final clawback rules from The NASDAQ Stock Market were effective. The Company’s updated
clawback policies were effective September 19, 2023.

Concentrations in Commercial Real Estate. Concentration risk exists when FDIC-insured institutions
deploy too many assets to any one industry or segment. A concentration in commercial real estate is one
example of regulatory concern. The interagency Concentrations in Commercial Real Estate Lending, Sound
Risk Management Practices guidance (“CRE Guidance”) provides supervisory criteria, including the following
numerical indicators, to assist bank examiners in identifying banks with potentially significant commercial real
estate loan concentrations that may warrant greater supervisory scrutiny: (i) total non-owner-occupied
commercial real estate loans, including loans secured by apartment buildings, investor commercial real estate,
and construction and land loans, exceeding 300% or more of an institution’s total risk-based capital and the
outstanding balance of the commercial real estate loan portfolio has increased by 50% or more in the preceding
three years or (ii) construction and land development loans exceeding 100% of total risk-based capital. The
CRE Guidance does not limit banks’ levels of commercial real estate lending activities, but rather guides
institutions in developing risk management practices and levels of capital that are commensurate with the level
and nature of their commercial real estate concentrations. On December 18, 2015, the federal banking agencies
issued a statement to reinforce prudent risk-management practices related to commercial real estate lending,
having observed substantial growth in many commercial real estate asset and lending markets, increased
competitive pressures, rising commercial real estate concentrations in banks, and an easing of commercial real
estate underwriting standards. The federal bank agencies reminded FDIC-insured institutions to maintain
underwriting discipline and exercise prudent risk-management practices to identify, measure, monitor and
manage the risks arising from commercial real estate lending. In addition, FDIC-insured institutions must
maintain capital commensurate with the level and nature of their commercial real estate concentration risk.
Since 2023, the OCC, FDIC, and Federal Reserve have issued multiple reminders and risk bulletins
emphasizing prudent CRE risk management due to rising interest rates, declining office valuations, and stress in
certain property sectors.

Regulatory agencies monitor concentrations in commercial real estate lending, including measures
comparing certain commercial real estate categories to total risk-based capital. Based on the Bank’s loan
portfolio as of December 31, 2025, non-owner-occupied commercial real estate loans and construction and land
development loans were approximately 307% and 71% of total risk-based capital, respectively, and non-owner-
occupied commercial real estate loans increased by approximately 37% from December 31, 2022 to December
31, 2025. We have established underwriting, approval and portfolio management practices designed to identify,
measure and monitor commercial real estate concentration risk, including management-level reporting, periodic
stress testing and board oversight, and we review concentration levels and related risk metrics on a regular
basis.

Proposed Legislation and Regulatory Action. From time to time, various legislative and regulatory
initiatives are introduced in Congress and state legislatures, as well as by regulatory agencies. Such initiatives
may include proposals to expand or contract the powers of bank holding companies and depository institutions
or proposals to substantially change the financial institution regulatory system. Such legislation could change
banking statutes and our operating environment in substantial and unpredictable ways. If enacted, such
legislation could increase or decrease the cost of doing business, limit or expand permissible activities or affect
the competitive balance among banks, savings associations, credit unions, and other financial institutions. We
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cannot predict whether any such legislation will be enacted, and, if enacted, the effect that it, or any
implementing regulations, would have on our financial condition or results of operations. A change in statutes,
regulations, or regulatory policies applicable to the Company or the Bank could have a material effect on our
business.

Item 1A. Risk Factors.

There are risks, many beyond our control, which could cause our results to differ significantly from
management’s expectations. Some of these risk factors are described below. Any factor described in this
Annual Report on Form 10-K could, by itself or together with one or more other factors, adversely affect our
business, results of operations and/or financial condition. Additional risks and uncertainties not currently known
to us or that we currently consider to not be material also may materially and adversely affect us. In assessing
these risks, you should also refer to other information disclosed in our SEC filings, including the financial
statements and notes thereto. The risks discussed below also include forward-looking statements, and actual
results may differ substantially from those discussed or implied in these forward-looking statements.

Economic and Geographic-Related Risks
Our business may be adversely affected by economic conditions generally.

Our financial performance generally, and in particular the ability of borrowers to pay interest on and
repay principal of outstanding loans and the value of collateral securing those loans, as well as demand for loans
and other products and services we offer and whose success we rely on to drive our growth, is highly dependent
upon the business environment in the primary markets where we operate and in the U.S. as a whole. Unlike
larger banks that are more geographically diversified, we are a regional bank that provides banking and
financial services to customers primarily in South Carolina and Georgia. The economic conditions in these local
markets may be different from, and in some instances worse than, the economic conditions in the U.S. as a
whole. In 2025 and early 2026, continued regional economic uncertainty—exacerbated by persistent inflation,
elevated interest rates, geopolitical developments, and subdued consumer spending—may further increase the
risks in our primary markets.

Some elements of the business environment that affect our financial performance include short-term
and long-term interest rates, the prevailing yield curve, inflation and price levels, monetary and trade policy,
unemployment and the strength of the domestic economy and the local economy in the markets in which we
operate. Unfavorable market conditions can result in a deterioration in the credit quality of our borrowers and
the demand for our products and services, an increase in the number of loan delinquencies, defaults and charge-
offs, foreclosures, additional provisions for credit losses, adverse asset values of the collateral securing our
loans and an overall material adverse effect on the quality of our loan portfolio. The majority of our loan
portfolio is secured by real estate. A decline in real estate values can negatively impact our ability to recover our
investment should the borrower become delinquent. Loans secured by stock or other collateral may be adversely
impacted by a downturn in the economy and other factors that could reduce the recoverability of our
investment. Unsecured loans are dependent on the solvency of the borrower, which can deteriorate, leaving us
with a risk of loss. Unfavorable or uncertain economic and market conditions can be caused by declines in
economic growth, business activity or investor or business confidence, limitations on the availability or
increases in the cost of credit and capital, increases in inflation or interest rates, high unemployment, natural
disasters, epidemics and pandemics, or a combination of these or other factors.

In addition, there are continuing concerns related to, among other things, the level of U.S. government
debt and fiscal actions that may be taken to address that debt, a potential resurgence of economic and political
tensions with China, the war in Ukraine, and the Middle East conflict, all of which may have a destabilizing
effect on financial markets and economic activity. Economic pressure on consumers and overall economic
uncertainty may result in changes in consumer and business spending, borrowing, and saving habits. These
economic conditions and/or other negative developments in the domestic or international credit markets or
economies may significantly affect the markets in which we do business, the value of our loans and
investments, and our ongoing operations, costs, and profitability. Declines in real estate values and sales
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volumes and high unemployment or underemployment may also result in higher-than-expected loan
delinquencies, increases in our levels of nonperforming and classified assets and a decline in demand for our
products and services. These negative events may cause us to incur losses and may adversely affect our capital,
liquidity, and financial condition.

In 2023 and 2024, concerns about the financial condition of certain U.S. banking institutions led to
multiple bank failures, including Silicon Valley Bank, Signature Bank, New York, NY, First Republic Bank,
Republic First Bank in April 2024, and most recently, The Santa Anna National Bank (June 27, 2025), Pulaski
Savings Bank (January 17, 2025), and Metropolitan Capital Bank & Trust (January 30, 2026). The FDIC
intervened in each case, including through resolution transactions (such as purchase and assumption
transactions). While our business and depositor profile differ from these banks, financial sector volatility,
particularly in times of stress, may impact our stock price and operations. The long-term regulatory and market
consequences of these failures remain uncertain but could include increased FDIC assessments and further bank
closures. As of December 31, 2025, these events have not materially affected our deposit balances.

Credit and Interest Rate Risk

Our decisions regarding credit risk and allowance for credit losses may materially and adversely affect our
business.

Making loans and other extensions of credit is an essential element of our business. Although we seek
to mitigate risks inherent in lending by adhering to specific underwriting practices, our loans and other
extensions of credit may not be repaid. The risk of nonpayment is affected by a number of factors, including:

o the duration of the credit; e in the case of a collateralized loan, risks resulting
e credit risks of a particular customer; from uncertainties about the future value of the
e changes in economic and industry conditions; and collateral

We attempt to maintain an appropriate allowance for credit losses to provide for potential losses in our
loan portfolio. We periodically determine the amount of the allowance based on consideration of several
factors, including:

e an ongoing review of the quality, mix, and size e regular reviews of loan delinquencies and loan
of our overall loan portfolio; portfolio quality; and

e  our historical credit loss experience; e the amount and quality of collateral, including

e evaluation of economic conditions; guarantees, securing the loans.

There is no precise method of predicting credit losses; therefore, we face the risk that charge-offs in
future periods will exceed our allowance for credit losses and that additional increases in the allowance for
credit losses will be required. Economic uncertainty could remain elevated entering 2026, driven by persistent
inflationary pressures, elevated interest rates, geopolitical conflicts, and the potential for continued volatility in
global markets—despite forecasts for moderate growth in the U.S. and abroad. Additions to the allowance for
credit losses would result in a decrease of our net income, and possibly our capital.

Federal and state regulators periodically review our allowance for credit losses and may require us to
increase our provision for credit losses or recognize further loan charge-offs, based on judgments different than
those of our management. Any increase in the amount of our provision or loans charged-off could have a
negative effect on our operating results.

We may have higher credit losses than we have allowed for in our allowance for credit losses.

Our actual credit losses could exceed our allowance for credit losses. Our average loan size continues
to increase and reliance on our historic allowance for credit losses may not be adequate. As of December 31,
2025, approximately 84.5% of our loan portfolio (excluding loans held for sale) is composed of construction
(11.6%), commercial mortgage (65.9%) and commercial and industrial (7.0%) loans. Repayment of such loans
is generally considered more subject to market risk than residential mortgage loans. Industry experience shows
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that a portion of loans will become delinquent, and a portion of loans will require partial or entire charge-off.
Regardless of the underwriting criteria utilized, losses may be experienced as a result of various factors beyond
our control, including changes in market conditions affecting the value of loan collateral and problems affecting
the credit of our borrowers. If we suffer credit losses that exceed our allowance for credit losses, our financial
condition, liquidity, or results of operations could be materially and adversely affected.

We have a concentration of credit exposure in commercial real estate and challenges faced by the
commercial real estate market could adversely affect our business, financial condition, and results of
operations.

As of December 31, 2025, we had approximately $978.5 million in loans outstanding to borrowers
whereby the collateral securing the loan was commercial real estate, representing approximately 74.63% of our
total loans outstanding as of that date. Approximately $290.0 million, or 22.1% of our total loans, and 29.6% of
our commercial real estate loans are secured by owner-occupied properties. Commercial real estate loans are
generally viewed as having more risk of default than residential real estate loans. They are also typically larger
than residential real estate loans and consumer loans and depend on cash flows from the owner’s business or the
property to service the debt. Cash flows may be affected significantly by general economic conditions, and a
downturn in the local economy or in occupancy rates in the local economy where the property is located could
increase the likelihood of default. Because our loan portfolio contains a number of commercial real estate loans
with relatively large balances, the deterioration of one or a few of these loans could cause a significant increase
in our level of non-performing loans. An increase in non-performing loans could result in a loss of earnings
from these loans, an increase in the related provision for credit losses and an increase in charge-offs, all of
which could have a material adverse effect on our financial condition and results of operations.

Our commercial real estate loans have grown 6.2%, or $57.5 million, since December 31, 2024. The
banking regulators give commercial real estate lending greater scrutiny, and they may require banks with higher
levels of commercial real estate loans to implement more stringent underwriting, internal controls, risk
management policies and portfolio stress testing, as well as possibly higher levels of allowances for credit
losses and capital levels as a result of commercial real estate lending growth and exposures. We have expertise
and a long history in originating and managing commercial real estate loans. We have a strong credit
underwriting process, which includes management and board oversight. We perform rigorous monitoring, stress
testing, and reporting of these portfolios at the management and board levels, and we continue to monitor the
level of the concentration in commercial real estate loans within the Bank’s loan portfolio monthly. Regulatory
expectations relating to commercial real estate underwriting, portfolio management and capital may continue to
evolve, which could require us to enhance our risk management practices and/or constrain future growth.

Imposition of limits by the bank regulators on commercial and multi-family real estate lending activities
could curtail our growth and adversely affect our earnings.

The 2006 “Concentrations in Commercial Real Estate Lending, Sound Risk Management Practices”
(the “CRE Guidance”) provides that a bank’s commercial real estate lending exposure could receive increased
supervisory scrutiny where (i) total non-owner-occupied commercial real estate loans, including loans secured
by apartment buildings, investor commercial real estate, and construction and land loans, represent 300% or
more of an institution’s total risk-based capital, and the outstanding balance of the commercial real estate loan
portfolio has increased by 50% or more during the preceding 36 months, or (ii) construction and land
development loans exceed 100% of total risk-based capital. Our total non-owner-occupied commercial real
estate loans represented 307% of the Bank’s total risk-based capital at December 31, 2025, and our construction
and land development loans represented 71% of the Bank’s total risk-based capital at December 31, 2025.
Furthermore, our three-year growth in non-owner occupied commercial real estate loans was 37% from
December 31, 2022 to December 31, 2025. While these levels were below the CRE Guidance’s numerical
screening criteria as of December 31, 2025, changes in portfolio composition, growth rates, credit performance,
or regulatory expectations could result in increased supervisory scrutiny.

In December 2015, the regulatory agencies released a statement on prudent risk management for
commercial real estate lending that indicated, among other things, the intent to continue “to pay special
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attention” to commercial real estate lending activities and concentrations going forward. More recently, in 2024,
the FDIC and the Federal Reserve reaffirmed their commitment to stringent oversight of CRE exposures in
response to evolving market conditions. In early 2025, preliminary guidance from regulators suggested that any
further acceleration in CRE loan growth or deterioration in loan performance could prompt the imposition of
additional limits or remedial actions, which, if implemented, could curtail our growth and adversely affect our
earnings.

Repayment of our commercial business loans is often dependent on the cash flows of the borrower, which
may be unpredictable, and the collateral securing these loans may fluctuate in value.

At December 31, 2025, commercial business loans comprised 7.0% of our total loan portfolio. Our
commercial business loans are originated primarily based on the identified cash flow and general liquidity of the
borrower and secondarily on the underlying collateral provided by the borrower and/or repayment capacity of any
guarantor. The borrower’s cash flow may be unpredictable, and collateral securing these loans may fluctuate in value.
Although commercial business loans are often collateralized by equipment, inventory, accounts receivable, or other
business assets, the liquidation of collateral in the event of default is often an insufficient source of repayment because
accounts receivable may be uncollectible and inventories may be obsolete or of limited use. In addition, business
assets may depreciate over time, be difficult to appraise, and fluctuate in value based on the success of the business.
Accordingly, the repayment of commercial business loans depends primarily on the cash flow and credit worthiness
of the borrower and secondarily on the underlying collateral value provided by the borrower and liquidity of the
guarantor. If these borrowers do not have sufficient cash flows or resources to pay these loans as they come due or the
value of the underlying collateral is insufficient to fully secure these loans, we may suffer losses on these loans that
exceed our allowance for credit losses.

Our focus on lending to small to mid-sized community-based businesses may increase our credit risk.

Most 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 markets in which we operate negatively impact this important customer sector, our
results of operations and financial condition and the value of our common stock 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. Furthermore, 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 underwriting decisions may materially and adversely affect our business.

While we generally underwrite the loans in our portfolio in accordance with our own internal
underwriting guidelines and regulatory supervisory guidelines, in certain circumstances we have made loans
which exceed either our internal underwriting guidelines, supervisory guidelines, or both. As of December 31,
2025, approximately $23.1 million of our loans, or 11.9% of the Bank’s regulatory capital (Tier 1 Capital plus
allowance for credit losses), had loan-to-value ratios that exceeded regulatory supervisory guidelines, of which
one loan totaling approximately $350 thousand had a loan-to-value ratio of 100% or more. In addition,
supervisory limits on commercial loan-to-value exceptions are set at 30% of the Bank’s tier 1 capital plus
allowance for credit losses. At December 31, 2025, $11.2 million of our commercial loans, or 5.8% of the
Bank’s regulatory capital, exceeded the supervisory loan-to-value ratio. The number of loans in our portfolio
with loan-to-value ratios in excess of supervisory guidelines, our internal guidelines, or both could increase the
risk of delinquencies and defaults in our portfolio, which could have a material adverse effect on our financial
condition and results of operations.

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

In deciding whether to extend credit or to enter into other transactions with clients and counterparties,
we may rely on information furnished to us by or on behalf of clients and counterparties, including financial
statements and other financial information, which we do not independently verify. We also may rely on
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representations of clients and counterparties as to the accuracy and completeness of that information and, with
respect to financial statements, on reports of independent auditors. For example, in deciding whether to extend
credit to clients, we may assume that a customer’s audited financial statements conform with GAAP and present
fairly, in all material respects, the financial condition, results of operations and cash flows of the customer. Our
financial condition and results of operations could be negatively impacted to the extent we rely on financial
statements that do not comply with GAAP or are materially misleading.

If we fail to effectively manage credit risk and interest rate risk, our business and financial condition will

suffer.

We must effectively manage credit risk. There are risks inherent in making any loan, including risks
with respect to (i) the period of time over which the loan may be repaid, (ii) proper loan underwriting and
guidelines, (iii) changes in economic and industry conditions, (iv) the credit risks of individual borrowers, and
(v) risks resulting from uncertainties as to the future value of collateral. There is no assurance that our credit
risk monitoring and loan approval procedures are or will be adequate or will reduce the inherent risks associated
with lending. Our credit administration personnel, policies and procedures may not adequately adapt to changes
in economic or any other conditions affecting customers and the quality of our loan portfolio. Any failure to
manage such credit risks may materially adversely affect our business and our consolidated results of operations
and financial condition.

Changes in prevailing interest rates may reduce our profitability.

Our results of operations depend in large part upon the level of our net interest income, which is the
difference between interest income from interest-earning assets, such as loans and investment securities, which
include mortgage-backed securities, and interest expense on interest-bearing liabilities, such as deposits and
borrowings. Depending on the terms and maturities of our assets and liabilities, we believe a significant change
in interest rates could potentially have a material adverse effect on our profitability. Many factors cause changes
in interest rates, including governmental monetary policies and domestic and international economic and
political conditions. While we intend to manage the effects of changes in interest rates by adjusting the terms,
maturities, and pricing of our assets and liabilities, our efforts may not be effective, and our financial condition
and results of operations could suffer.

Capital and Liquidity Risks
Changes in the financial markets could impair the value of our investment portfolio.

Our investment securities portfolio is a significant component of our total earning assets. Total
investment securities averaged $499.7 million in 2025, as compared to $491.0 million in 2024. This represents
25.9% and 27.5% of the average earning assets for the years ended December 31, 2025 and 2024, respectively.
At December 31, 2025, the portfolio was 25.2% of earning assets compared to 26.6% of earning assets at
December 31, 2024. Turmoil in the financial markets could impair the market value of our investment portfolio,
which could adversely affect our net income and possibly our capital. Market volatility, increased regulatory
scrutiny of financial institutions, or adverse perceptions regarding the banking industry could further constrain
capital availability and liquidity, including access to wholesale funding sources.

On June 1, 2022, we reclassified $224.5 million in investments to held-to-maturity (HTM) from
available-for-sale (AFS). These securities were transferred at fair value at the time of the transfer, which
became the new cost basis for the securities held to maturity. The pretax unrealized net holding loss on the
available for sale securities on the date of transfer totaled approximately $16.7 million and continued to be
reported as a component of accumulated other comprehensive loss. This net unrealized loss is being amortized
to interest income over the remaining life of the securities as a yield adjustment. There were no gains or losses
recognized as a result of this transfer. The remaining pretax unrealized net holding loss on these investments
was $10.6 million ($8.4 million net of tax) and $12.3 million ($9.7 million net of tax) at December 31, 2025 and
2024, respectively.
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During the three months ended September 2023, we sold $39.9 million of book value U.S. Treasuries
in our available-for-sale investment securities portfolio. While this sale created a one-time pre-tax loss of $1.2
million, it provided additional liquidity which was used to pay down borrowings and fund loan growth. The
weighted average book yield of the securities sold was 1.75% and the projected earn back period was 1.6 years.
We may from time to time reposition or sell investment securities for liquidity, interest rate risk management or
balance sheet objectives; however, such actions could result in realized losses and could adversely affect our
earnings and capital.

Our HTM investments totaled $195.1 million and represented approximately 39.6% of our total
investments at December 31, 2025. Our AFS investments totaled $294.1 million, or approximately 59.8% of our
total investments at December 31, 2025. Investments at cost totaled $2.9 million, or approximately 0.6% of our
total investments at December 31, 2025. The effective duration on our total investment securities portfolio was
approximately 3.1 at December 31, 2025.

Securities which have unrealized losses were not considered to be credit loss impaired at December 31,
2025 or at December 31, 2024 and we believe it is more likely than not we will be able to hold these until they
mature or recover our current book value. We currently maintain liquidity resources and contingency funding
sources that we believe support our ability to hold these investments until they mature, or until there is a market
price recovery. However, if we were to cease to have the ability and intent to hold these investments until
maturity or the market prices do not recover, and we were to sell these securities at a loss, it could adversely
affect our net income and our capital. Likewise, recent bank failures and heightened sensitivity to liquidity risk
have increased regulatory and market focus on contingency funding planning and liquidity stress testing and
could increase our funding costs or reduce the availability of certain funding sources.

The Bank is subject to strict capital requirements, which could be amended to be more stringent, in the
future.

The Company and the Bank are each required by federal regulatory authorities to maintain adequate
levels of capital to support their operations and to comply with evolving regulatory capital expectations,
including stress testing, capital planning, and concentration risk considerations. In addition, the Bank is subject
to regulatory requirements specifying minimum amounts and types of capital that we must maintain and an
additional capital conservation buffer. From time to time, the regulators change these regulatory capital
adequacy guidelines. If we fail to meet these capital guidelines and other regulatory requirements, we or our
subsidiaries may be restricted in the types of activities we may conduct and we may be prohibited from taking
certain capital actions, such as paying dividends, repurchasing or redeeming capital securities, and paying
certain bonuses. In particular, the capital requirements applicable under Basel I1I require the Bank to satisfy
minimum capital adequacy standards and related buffer requirements. Failure to meet minimum capital
requirements could result in certain mandatory and possible additional discretionary actions by regulators that,
if undertaken, could have an adverse material effect on our financial condition and results of operations. In
addition, these requirements could have a negative impact on our ability to lend, grow deposit balances, make
acquisitions, make capital distributions in the form of dividends or share repurchases, or pay certain bonuses
needed to attract and retain key personnel. Higher capital levels could also lower our return on equity.

Risks Related to Our Industry
Inflationary pressures and rising prices may affect our results of operations and financial condition.

In 2021 through 2022, inflation rose to levels not seen for over 40 years, reaching 7.0% and 6.5%
(based on CPI-U annual percent change), respectively. The annual inflation rate decreased to 3.4% in 2023 and
to 2.9% in 2024, and was approximately 2.7% in 2025. Nonetheless, persistently higher input costs, wage
pressures, and supply chain disruptions or other cost pressures may challenge our customers’ ability to service
their debt, thereby potentially increasing our credit risk. Inflation could lead to increased costs to our customers,
making it more difficult for them to repay their loans or other obligations, increasing our credit risk. Sustained
higher interest rates by the Federal Reserve may be needed to tame persistent inflationary price pressures, which
could push down asset prices and weaken economic activity. A deterioration in economic conditions in the
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United States and our markets could result in an increase in loan delinquencies and non-performing assets,
decreases in loan collateral values and a decrease in demand for our products and services, all of which, in turn,
would adversely affect our business, financial condition and results of operations.

The Federal Reserve has implemented significant economic strategies that have affected interest rates,
inflation, asset values, and the shape of the yield curve.

In recent years, the Federal Reserve has maintained a relatively tight monetary policy to address
persistent inflationary pressures, resulting in elevated short-term interest rates. In mid-2024, as inflation began
to moderate, the Federal Reserve signaled a gradual recalibration of its policy stance, though it remains cautious
amid ongoing economic uncertainty.

Effects on the yield curve often are most pronounced at the short end of the curve, which is of
particular importance to us and other banks. Among other things, easing strategies are intended to lower interest
rates, expand the money supply, and stimulate economic activity, while tightening strategies are intended to
increase interest rates, discourage borrowing, tighten the money supply, and restrain economic activity. Recent
periods have demonstrated that when short-term rates rise more rapidly than long-term rates, the yield curve can
invert—an occurrence that, while relatively uncommon, may signal potential economic slowdowns or increased
recessionary risks.

It is unclear how long it will take for long-term rates to catch up. Many external factors may interfere
with the effects of these plans or cause them to be changed, sometimes quickly. Such factors include significant
economic trends or events as well as significant international monetary policies and events. Elevated interest
rates, combined with an inverted or flattening yield curve, can increase borrowing costs, depress asset values,
and reduce loan demand—factors that may adversely affect our operating results and financial condition.
Moreover, unexpected shifts in domestic or international economic policies, or abrupt changes in market
conditions, could lead to rapid alterations in the yield curve and further impact the broader financial system.

Adverse developments affecting the financial services industry, such as the 2023 and 2024 bank failures or
concerns involving liquidity, may have a material adverse effect on our operations.

The high-profile bank failures in 2023 and 2024 involving Silicon Valley Bank, Signature Bank, New York,
NY, First Republic Bank, and Republic First Bank caused general uncertainty and concern regarding the liquidity
adequacy of the banking sector. Although we were not directly affected by these bank failures, the resulting speed and
ease in which news, including social media commentary, led depositors to withdraw or attempt to withdraw their
funds from these and other financial institutions, which then caused the stock prices of many financial institutions to
become volatile. In 2024 and into 2025, continued concerns regarding the stability of certain regional banks and
potential liquidity risks have further contributed to market volatility and investor caution. The failure of the Santa
Anna National Bank and Pulaski Savings Bank in 2025, and Metropolitan Capital Bank & Trust in early 2026 has
only added to this uncertainty. Additional bank failures could have an adverse effect on our financial condition and
results of operations, either directly or through an adverse impact on certain of our customers. Further, with the risk of
any additional bank failures, we may face the potential for reputational risk, deposit outflows, increased costs and
competition for liquidity, and increased credit risk which, individually or in the aggregate, could have a material
adverse effect on our business, financial condition and results of operations.

Higher FDIC deposit insurance premiums and assessments could adversely affect our financial condition.

Our deposits are insured up to applicable limits by the Deposit Insurance Fund of the FDIC and are
subject to deposit insurance assessments to maintain deposit insurance. As an FDIC-insured institution, we are
required to pay quarterly deposit insurance premium assessments to the FDIC. Although we cannot predict what
the insurance assessment rates will be in the future, either deterioration in our risk-based capital ratios or
adjustments to the base assessment rates could have a material adverse impact on our business, financial
condition, results of operations, and cash flows.
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We could experience a loss due to competition with other financial institutions or non-bank companies.

We face substantial competition in all areas of our operations from a variety of different competitors,
both within and beyond our principal markets, many of which are larger and may have more financial resources.
Such competitors primarily include national, regional, community, and internet banks within the various
markets in which we operate. We also face competition from many other types of financial institutions,
including, without limitation, savings and loans, credit unions, finance companies, brokerage firms, insurance
companies, and other financial intermediaries. The financial services industry could become even more
competitive as a result of legislative and regulatory changes and continued consolidation. In addition, as
customer preferences and expectations continue to evolve, technology has lowered barriers to entry and made it
possible for banks to offer products and services in more areas in which they do not have a physical location
and for non-bank such as FinTech companies, to offer products and services traditionally provided by banks,
such as automatic transfer and automatic payment systems. Banks, securities firms, and insurance companies
can merge under the umbrella of a financial holding company, which can offer virtually any type of financial
service, including banking, securities underwriting, insurance (both agency and underwriting), and merchant
banking. Many of our competitors have fewer regulatory constraints and may have lower cost structures.
Additionally, due to their size, many competitors may be able to achieve economies of scale and, as a result,
may offer a broader range of products and services as well as better pricing for those products and services than
we can. Likewise, rapid adoption of Al by competitors, either in financial services or FinTech, could create
significant pressure on pricing, automation, or client satisfaction. If we fail to keep pace with Al-enabled
analytics and customer offerings, our competitive positioning could be detrimentally impacted.

Our ability to compete successfully depends on a number of factors, including, among other things:

e our ability to develop, maintain, and build upon long-term customer relationships based on top quality
service, high ethical standards, and safe, sound assets;

*  our ability to expand our market position;

» the scope, relevance, and pricing of the products and services we offer to meet our customers’ needs
and demands;

» the rate at which we introduce new products and services relative to our competitors;
e customer satisfaction with our level of service; and
* industry and general economic trends.

Failure to perform in any of these areas could significantly weaken our competitive position, which could
adversely affect our growth and profitability, which, in turn, could have a material adverse effect on our
business, financial condition and results of operations.

We may be adversely affected by the soundness of other financial institutions.

Financial services institutions are interrelated as a result of trading, clearing, counterparty, or other
relationships. We have exposure to many different industries and counterparties, and routinely execute
transactions with counterparties in the financial services industry, including commercial banks, brokers and
dealers, investment banks, and other institutional clients. Many of these transactions expose us to credit risk in
the event of a default by a counterparty or client. In addition, our credit risk may be exacerbated when the
collateral held by the bank cannot be realized upon or is liquidated at prices not sufficient to recover the full
amount of the credit or derivative exposure due to the bank. Any such losses could have a material adverse
effect on our financial condition and results of operations.
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Failure to keep pace with technological change could adversely affect our business.

The financial services industry is continually undergoing rapid technological change 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 to reduce costs. Our future success
depends, 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, as well as to create additional efficiencies in our operations.
Many of our competitors have substantially greater resources to invest in technological improvements. We may
not be able to effectively implement new technology-driven products and services or be successful in marketing
these products and services to our customers. In addition, we depend on internal and outsourced technology to
support all aspects of our business operations. Failure to successfully keep pace with technological changes
could have a material adverse impact on our business, financial condition, and results of operations. In 2024 and
2025, the pace of technological change has accelerated, and the rapid evolution of cybersecurity threats, as well
as the need to integrate new digital platforms, has increased the risks associated with failure to adapt.

The development and use of Al presents risks and challenges that may adversely impact our business.

The development and use of Al by us or our third-party vendors poses significant risks. The evolving
legal and regulatory landscape—covering intellectual property, privacy, consumer protection, employment, and
more—could force costly changes and heighten non-compliance risks. AI models, especially generative ones,
might produce biased, inaccurate, harmful, or otherwise ‘hallucinated’ outputs, disclose confidential
information, or infringe on intellectual property rights. Moreover, their inherent complexity limits transparency,
thus complicating oversight and error reduction. Reliance on third-party models further exposes us to risks
associated with unauthorized training data and their risk management practices. Any of these issues could lead
to legal liabilities, reputational harm, and adverse impacts on our business.

New lines of business or new products and services may subject us to additional risk.

From time to time, we may implement new lines of business or offer new products and services within
existing lines of business. There are substantial risks and uncertainties associated with these efforts, particularly
in instances where the markets are not fully developed. In developing and marketing new lines of business
and/or new products and services, we may invest significant time and resources. Initial timetables for the
introduction and development of new lines of business and/or new products or services may not be achieved,
and price and profitability targets may not prove feasible. External factors, such as compliance with regulations,
competitive alternatives, and shifting market preferences, may also impact the successful implementation of a
new line of business and/or a new product or service. Furthermore, any new line of business and/or new product
or service could have a significant impact on the effectiveness of our system of internal controls. Failure to
successfully manage these risks in the development and implementation of new lines of business and/or new
products or services could have a material adverse effect on our business, financial condition, and results of
operations.

Consumers may decide not to use banks to complete their financial transactions.

Technology and other changes are allowing parties to complete financial transactions through
alternative methods that historically have involved banks. For example, consumers can now maintain funds that
would have historically been held as bank deposits in brokerage accounts, mutual funds or general-purpose
reloadable prepaid cards. Consumers can also complete transactions such as paying bills and/or transferring
funds directly without the assistance of banks. The process of eliminating banks as intermediaries, known as
“disintermediation,” could result in the loss of fee income, as well as the loss of customer deposits and the
related income generated from those deposits. The loss of these revenue streams and the lower cost of deposits
as a source of funds could have a material adverse effect on our financial condition and results of operations.
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Brokered deposits and other wholesale funding sources may be unavailable, more costly, or subject to
regulatory restrictions, which could adversely affect our liquidity and net interest income.

We may from time to time use brokered deposits, including brokered certificates of deposit, as a source
of funding to support asset growth, augment deposits generated from our branch network and assist in the
management of our interest rate risk. Brokered deposits and other wholesale funding sources may be less stable
than core deposits and may be more expensive, particularly during periods of market stress or heightened
competition for deposits. In addition, there can be no assurance that brokered deposits or other wholesale
funding sources will be available when needed, will remain available, or will be available on acceptable terms.

FDIC regulations restrict the acceptance of brokered deposits by institutions that are less than “well
capitalized,” and those restrictions could limit our ability to access new brokered deposits or retain or replace
maturing brokered deposits if our capital ratios decline. As of December 31, 2025, we had no brokered deposits,
down from $10.4 million (0.6% of total deposits) at December 31, 2024; however, we may use brokered
deposits in the future as part of our funding strategy. We maintain policies and procedures governing the use of
brokered deposits, including limits on brokered deposits as a percentage of total deposits and oversight by
management, our Asset/Liability Committee and our board of directors.

If, as a result of competitive pressures, changes in market interest rates, alternative investment
opportunities, general economic conditions or other factors, our deposit balances decrease or shift toward
higher-cost products, we may need to rely more heavily on brokered deposits and other wholesale funding
sources or raise deposit rates to maintain deposit levels. Any increase in our funding costs, reduced access to
funding, or increased volatility in our funding sources could reduce our net interest income and adversely affect
our liquidity, financial condition and results of operations.

Risks Related to Our Strategy

We may be adversely affected by risks associated with future mergers and acquisitions, including execution
risk, which could disrupt our business and dilute shareholder value.

From time to time, we may seek to acquire other financial institutions or parts of those institutions. We
may also expand into new markets, like we did in York County, South Carolina, which we refer to as the
Piedmont Region, in 2022, or into lines of business or offer new products or services. These activities would
involve a number of risks, including:

» the potential inaccuracy of the estimates and judgments used to evaluate credit, operations,
management, and market risks with respect to a target institution;

* regulatory approvals could be delayed, impeded, restrictively conditioned, or denied due to existing or
new regulatory issues we have, or may have, with regulatory agencies, including, without limitation,
issues related to anti-money laundering/Bank Secrecy Act compliance, fair lending laws, fair housing
laws, consumer protection laws, unfair, deceptive, or abusive acts or practices regulations, CRA issues,
and other similar laws and regulations;

» the time and costs of evaluating new markets, hiring or retaining experienced local management,
including those from competitors, and opening new offices and the time lags between these activities
and the generation of sufficient assets and deposits to support the costs of the expansion;

»  difficulty or unanticipated expense associated with converting the operating systems of the acquired or
merged company;

» the incurrence and possible impairment of goodwill and other intangible assets associated with an
acquisition or merger and possible adverse effects on our results of operations; and

» the risk of loss of key employees and customers of the Company or the acquired or merged company.
If we do not successfully manage these risks, our merger and acquisition activities could have a

material adverse effect on our business, financial condition, and results of operations, including short-term and
long-term liquidity, and our ability to successfully implement our strategic plan.
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We may be exposed to difficulties in combining the operations of acquired businesses into our own
operations, which may prevent us from achieving the expected benefits from our acquisition activities.

We may not be able to fully achieve the strategic objectives and operating efficiencies that we
anticipate in our acquisition activities. Inherent uncertainties exist in integrating the operations of an acquired
business. In addition, the markets and industries in which we and our potential acquisition targets operate are
highly competitive. We may lose customers or the customers of acquired entities as a result of an acquisition.
We also may lose key personnel from the acquired entity as a result of an acquisition. We may not discover all
known and unknown factors when examining a company for acquisition during the due diligence period. These
factors could produce unintended and unexpected consequences. Undiscovered factors arising from an
acquisition could bring civil, criminal, and financial liabilities against us, our management, and the management
of the acquired entity. These factors could contribute to us not achieving the expected benefits from acquisitions
within desired time frames.

New or acquired banking office facilities and other facilities may not be profitable.

We may not be able to identify profitable locations for new banking offices. The costs to start up new
banking offices or to acquire existing branches, and the additional costs to operate these facilities, may increase
our non-interest expense and decrease our earnings in the short term. It may be difficult to adequately and
profitably manage our growth through the establishment or purchase of additional banking offices and we can
provide no assurance that any such banking offices will successfully attract enough deposits to offset the
expenses of their operation. In addition, any new or acquired banking offices will be subject to regulatory
approval, and there can be no assurance that we will succeed in securing such approval.

Risks Related to Our Human Capital

We are dependent on key individuals, and the loss of one or more of these key individuals could curtail our
growth and adversely affect our prospects.

Michael C. Crapps, our president and chief executive officer, and J. Ted Nissen, the Bank’s president
and chief executive officer, each have extensive and long-standing ties within our primary market area and
substantial experience with our operations, and each has contributed significantly to our business. If we lose the
services of Mr. Crapps or Mr. Nissen, each would be difficult to replace, and our business and development
could be materially and adversely affected.

Our success also depends, in part, on our continued ability to attract and retain experienced loan
originators, as well as other management personnel. Competition for personnel is intense, and we may not be
successful in attracting or retaining qualified personnel. Labor market conditions, including wage inflation,
competition for skilled personnel and changing workforce preferences, may increase our compensation and
recruiting costs and make it more difficult to attract and retain qualified employees. While labor conditions have
continued to evolve through 2024 and 2025, talent retention and competition for skilled workers remain key
concerns for many industries. Our failure to compete for these personnel, or the loss of the services of several of
such key personnel, could adversely affect our business strategy and materially and adversely affect our
business, results of operations, and financial condition.

Operational Risks

A failure in or breach of our operational or security systems or infrastructure, or those of our third-party
vendors and other service providers or other third parties, including as a result of cyber attacks, could disrupt
our businesses, result in the disclosure or misuse of confidential or proprietary information, damage our
reputation, increase our costs, and cause losses.

We rely heavily on communications and information systems to conduct our business. Information
security risks for financial institutions such as ours have increased in recent years in part because of the
proliferation of new technologies, the use of the internet and telecommunications technologies to conduct
financial transactions, and the increased sophistication and activities of organized crime, hackers, and state-
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sponsored actors, hacktivists, and other external parties. As customer, public, and regulatory expectations
regarding operational and information security have increased, our operating systems and infrastructure must
continue to be safeguarded and monitored for potential failures, disruptions, and breakdowns. Our business,
financial, accounting, and data processing systems, or other operating systems and facilities may stop operating
properly or become disabled or damaged as a result of a number of factors, including events that are wholly or
partially beyond our control. For example, there could be electrical or telecommunication outages, natural
disasters such as earthquakes, tornadoes, and hurricanes, public health events, events arising from local or larger
scale political or social matters, including terrorist acts, and as described below, cyber attacks.

As noted above, our business relies on our digital technologies, computer and email systems, software,
and networks to conduct its operations. Although we have information security procedures and controls in
place, our technologies, systems, networks, and our customers’ devices may become the target of cyber attacks
or information security breaches that could result in the unauthorized release, gathering, monitoring, misuse,
loss, or destruction of our or our customers’ or other third parties’ confidential information. Third parties with
whom we do business or that facilitate our business activities, including financial intermediaries, service
providers and other vendors, and other unaffiliated third parties, could also be sources of operational and
information security risk to us, including from breakdowns or failures of their own systems or capacity
constraints.

While we have disaster recovery and other policies, plans and procedures designed to prevent or limit
the effect of the failure, interruption or security breach of our information systems, there can be no assurance
that any such failures, interruptions or security breaches will not occur or, if they do occur, that they will be
adequately addressed. Our risk and exposure to these matters remains heightened because of the evolving nature
of these threats. As a result, cybersecurity and the continued development and enhancement of our controls,
processes, and practices designed to protect our systems, computers, software, data, and networks from attack,
damage or unauthorized access remain a focus for us. As threats continue to evolve, we may be required to
expend additional resources to continue to modify or enhance our protective measures or to investigate and
remediate information security vulnerabilities. Disruptions or failures in the physical infrastructure or operating
systems that support our businesses and clients, or cyber attacks or security breaches of the networks, systems
or devices that our clients use to access our products and services could result in client attrition, regulatory
fines, penalties or intervention, remediation and notification costs, reputation damage, reimbursement or other
compensation costs, and/or additional compliance costs, any of which could have a material effect on our results
of operations or financial condition.

Our information systems may experience failure, interruption or breach in security.

In the ordinary course of business, we rely on electronic communications and information systems to
conduct our operations and to store sensitive data. Any failure, interruption or breach in security of these
systems could result in significant disruption to our operations. Information security breaches and
cybersecurity-related incidents include, but are not limited to, attempts to access information, including
customer and company information, malicious code, computer viruses and denial of service attacks that could
result in unauthorized access, theft, misuse, loss, release or destruction of data (including confidential customer
information), account takeovers, unavailability of service or other events. These types of threats may derive
from human error, fraud or malice on the part of external or internal parties or may result from accidental
technological failure. Our technologies, systems, networks and software have been and continue to be subject to
cybersecurity threats and attacks, which range from uncoordinated individual attempts to sophisticated and
targeted measures aimed at us. Any failures related to upgrades and maintenance of our technology and
information systems could further increase our information and system security risk. Our increased use of cloud
and other technologies also increases our risk of being subject to a cyber-attack. The risk of a security breach or
disruption, particularly through cyber-attack or cyber-intrusion, has increased as the number, intensity and
sophistication of attempted attacks and intrusions from around the world have increased. Our customers,
employees and third parties that we do business with have been, and will continue to be, targeted by parties
using fraudulent emails and other communications in attempts to misappropriate passwords, bank account
information or other personal information or to introduce viruses or other malware programs to our information
systems, the information systems of our merchants or third-party service providers and/or our customers’
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personal devices, which are beyond our security control systems. Though we endeavor to mitigate these threats
through product improvements, use of encryption and authentication technology and customer and employee
education, such cyber-attacks against us, our merchants, our third-party service providers and our customers
remain a serious issue.

Although we make significant efforts to maintain the security and integrity of our information systems
and have implemented various measures to manage the risks of a security breach or disruption, there can be no
assurance that our security efforts and measures will be effective or that attempted security breaches or
disruptions would not be successful or damaging. Even well protected information, networks, systems and
facilities remain potentially vulnerable to attempted security breaches or disruptions because the techniques
used in such attempts are constantly evolving and generally are not recognized until launched against a target,
and in some cases are designed not to be detected and, in fact, may not be detected. Accordingly, we may be
unable to anticipate these techniques or to implement fully effective security barriers or other preventative
measures, and thus it is virtually impossible for us to entirely mitigate this risk. Furthermore, in the event of a
cyber-attack, we may be delayed in identifying or responding to the attack, which could increase the negative
impact of the cyber-attack on our business, financial condition and results of operations. While we maintain
specific “cyber” insurance coverage, which would apply in the event of various breach scenarios, the amount of
coverage may not be adequate in any particular case. Furthermore, because cyber threat scenarios are inherently
difficult to predict and can take many forms, some breaches may not be covered under our cyber insurance
coverage or may be subject to exclusions, deductibles or coverage limits.

A security breach or other significant disruption of our information systems or those related to our
customers, merchants or our third-party vendors, including as a result of cyber-attacks, could (i) disrupt the
proper functioning of our networks and systems and therefore our operations and/or those of our customers; (ii)
result in the unauthorized access to, and destruction, loss, theft, misappropriation or release of confidential,
sensitive or otherwise valuable information of ours or our customers; (iii) result in a violation of applicable
privacy, data breach and other laws, subjecting us to additional regulatory scrutiny and exposing us to civil
litigation, enforcement actions, governmental fines and possible financial liability; (iv) require significant
management attention and resources to remedy the damages that result; or (v) harm our reputation or cause a
decrease in the number of customers that choose to do business with us. The occurrence of any of the foregoing
could have a material adverse effect on our business, financial condition and results of operations.

Increased fraud risk could adversely impact our business

Fraud schemes are becoming more sophisticated, often involving criminal networks and techniques
such as check fraud, ATM skimming, social engineering and phishing attacks to obtain personal information or
impersonation of our clients through the use of falsified or stolen credentials, and identity theft. Fraudsters may
also use automated tools and Al-enabled techniques to increase the scale and effectiveness of social engineering
and impersonation. Fraudsters may also exploit online banking to establish accounts for fraudulent activities.
Further, in addition to fraud committed against us, we may suffer losses as a result of fraudulent activity
committed against third parties. Increased deployment of technologies, may reduce certain aspects of fraud,
however, criminals are turning to other sources to steal personally identifiable information, such as unaffiliated
healthcare providers and government entities, in order to impersonate the consumer to commit fraud. Many of
these data compromises are widely reported in the media. We have increased investments in fraud prevention,
but losses may still occur, potentially harming our customers, reputation, and financial condition. Fraud-related
costs—including regulatory scrutiny, legal liability, and business disruption—could materially impact our
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 as part of our business and have substantial ongoing business
relationships with other third parties. These types of third-party relationships are subject to increasingly
demanding regulatory requirements and attention by our bank regulators. Regulatory guidance and supervisory
expectations require us to enhance our due diligence, ongoing monitoring and control over our third-party
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vendors and other ongoing third-party business relationships. We expect that our regulators will hold us
responsible for deficiencies in our oversight and control of our third-party 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 other ongoing third party business
relationships or that such third parties have not performed appropriately, we could be subject to enforcement
actions, including civil money penalties or other administrative or judicial penalties or fines as well as
requirements for customer remediation, any of which could have a material adverse effect on our business,
financial condition or results of operations. Our reliance on third-party vendors for critical systems and services,
likewise, increases our exposure to cybersecurity risks.

Negative public opinion surrounding the Bank and the financial institutions industry generally could
damage our reputation and adversely impact our earnings.

Reputation risk, or the risk to our business, earnings and capital from negative public opinion
surrounding the Bank and the financial institutions industry generally, is inherent in our business. Negative
public opinion can result from our actual or alleged conduct in any number of activities, including lending
practices, corporate governance, mergers and acquisitions, and from actions taken by government regulators and
community organizations in response to those activities. Negative public opinion can adversely affect our
ability to keep and attract clients and employees, could impair the confidence of our investors, counterparties
and business partners and can affect our ability to effect transactions and can expose us to litigation and
regulatory action. Although we take steps to minimize reputation risk, this risk will always be present given the
nature of our business.

Legal, Accounting, Regulatory and Compliance Risks

We are subject to extensive regulation that could restrict our activities, have an adverse impact on our
operations, and impose financial requirements or limitations on the conduct of our business.

We operate in a highly regulated industry and are subject to examination, supervision, and
comprehensive regulation by various regulatory agencies. We are subject to Federal Reserve regulation. The
Bank is subject to extensive regulation, supervision, and examination by our primary federal regulator, the
FDIC, the regulating authority that insures customer deposits; and by our state regulator, the S.C. Board. Also,
as a member of the Federal Home Loan Bank (the “FHLB”), the Bank must comply with applicable regulations
of the Federal Housing Finance Agency (“FHFA”) and the FHLB. Regulation by these agencies is intended
primarily for the protection of our depositors and the deposit insurance fund and not for the benefit of our
shareholders. The Bank’s activities are also regulated under consumer protection laws applicable to our lending,
deposit, and other activities. A sufficient claim against us under these laws could have a material adverse effect
on our results of operations. Regulatory developments have led to enhanced expectations in areas such as
cybersecurity, data privacy, digital asset management, and anti-money laundering. Regulators could also limit
capital distributions, including dividends or share repurchases. These evolving requirements are increasing our
compliance costs and the complexity of our regulatory obligations.

Failure to comply with laws, regulations or policies could also result in heightened regulatory scrutiny
and in sanctions by regulatory agencies (such as a memorandum of understanding, a written supervisory
agreement or a cease and desist order), civil money penalties and/or reputation damage. Any of these
consequences could restrict our ability to expand our business or could require us to raise additional capital or
sell assets on terms that are not advantageous to us or our shareholders and could have a material adverse effect
on our business, financial condition, and results of operations. While we have policies and procedures designed
to prevent any such violations, such violations may occur despite our best efforts.

Consumer lending laws may restrict our ability to originate certain mortgage loans or increase our risk of
liability with respect to such loans and could increase our cost of doing business.

Federal, state, and local laws have been adopted that are intended to eliminate certain lending practices
considered “predatory.” These laws prohibit practices such as steering borrowers away from more affordable
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products, selling unnecessary insurance to borrowers, repeatedly refinancing loans and making loans without a
reasonable expectation that the borrowers will be able to repay the loans irrespective of the value of the
underlying property. Loans with certain terms and conditions and that otherwise meet the definition of a
“qualified mortgage” may be protected from liability to a borrower for failing to make the necessary
determinations. In either case, we may find it necessary to tighten our mortgage loan underwriting standards in
response to the CFPB rules, which may constrain our ability to make loans consistent with our business
strategies. It is our policy not to make predatory loans and to determine borrowers’ ability to repay, but the law
and related rules create the potential for increased liability with respect to our lending and loan investment
activities. They increase our cost of doing business and, ultimately, may prevent us from making certain loans
and cause us to reduce the average percentage rate or the points and fees on loans that we do make.

We are subject to fair lending laws, and failure to comply with these laws could lead to material penalties.

Federal and state fair lending laws and regulations, such as the Equal Credit Opportunity Act and the
Fair Housing Act, impose nondiscriminatory lending requirements on financial institutions. The DOJ, CFPB
and other federal and state agencies are responsible for enforcing these laws and regulations. Private parties
may also have the ability to challenge an institution’s performance under fair lending laws in private class
action litigation. A successful challenge to our performance under the fair lending laws and regulations could
adversely impact our rating under the CRA and result in a wide variety of sanctions, including the required
payment of damages and civil money penalties, injunctive relief, imposition of restrictions on merger and
acquisition activity and restrictions on expansion activity, which could negatively impact our reputation,
business, financial condition, and results of operations.

Changes in accounting standards could materially affect our financial statements.

Our accounting policies and methods are fundamental to how we record and report our financial
condition and results of operations. From time to time, FASB, the SEC and our regulators change the financial
accounting and reporting standards, or the interpretation thereof, and guidance that govern the preparation and
disclosure of external financial statements. Such changes are beyond our control, can be hard to predict and
could materially impact how we report and disclose our financial condition and results of operations. In some
cases, we could be required to apply a new or revised standard retrospectively, or apply an existing standard
differently, also retrospectively, which could potentially result in a need to revise or restate prior period
financial statements.

The Federal Reserve may require us to commit capital resources to support the Bank.

The Federal Reserve requires a bank holding company to act as a source of financial and managerial
strength to a subsidiary bank and to commit resources to support such subsidiary bank. Under the “source of
strength” doctrine, the Federal Reserve may require a bank holding company to make capital injections into a
troubled subsidiary bank and may charge the bank holding company with engaging in unsafe and unsound
practices for failure to commit resources to such a subsidiary bank. In addition, the Dodd-Frank Act directs the
federal bank regulators to require that all companies that directly or indirectly control an insured depository
institution serve as a source of strength for the institution. Under these requirements, in the future, we could be
required to provide financial assistance to our Bank if the Bank experiences financial distress.

A capital injection may be required at times when we do not have the resources to provide it, and
therefore we may be required to borrow the funds. In the event of a bank holding company’s bankruptcy, the
bankruptcy trustee will assume any commitment by the holding company to a federal bank regulatory agency to
maintain the capital of a subsidiary bank. Moreover, bankruptcy law provides that claims based on any such
commitment will be entitled to a priority of payment over the claims of the holding company’s general
unsecured creditors, including the holders of its note obligations. Thus, any borrowing that must be done by the
holding company in order to make the required capital injection becomes more difficult and expensive and will
adversely impact the holding company’s cash flows, financial condition, results of operations and prospects.
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We face risks related to the adoption of future legislation and potential changes in federal regulatory agency
leadership, policies, and priorities.

The U.S. political landscape remains fluid, and changes in Congressional composition, presidential
administration, and agency leaders may result in shifts in regulatory priorities and policy direction. Under the
Biden Administration, Congressional committees with jurisdiction over the banking sector pursued oversight
and legislative initiatives in a variety of areas, including addressing climate-related risks, promoting diversity
and equality within the banking industry and addressing other Environmental, Social, and Governance matters,
improving competition in the banking sector and enhancing oversight of bank mergers and acquisitions,
establishing a regulatory framework for digital assets and markets, and oversight of pandemic responses and
economic recovery. Subsequent changes in administration and Congressional leadership may result in efforts to
reverse, suspend, or modify regulatory initiatives adopted in prior periods, promote deregulation by easing
regulatory burdens on financial institutions, adopt a technology-forward regulatory approach, or take a more
favorable stance on bank mergers and acquisitions. For example, in June 2025, the President signed into law
S.J. Res. 13 under the Congressional Review Act, disapproving a Biden-era OCC rule relating to Bank Merger
Act application review, and in July 2025, Congress enacted the Guiding and Establishing National Innovation
for U.S. Stablecoins (GENIUS) Act, establishing a federal framework for payment stablecoins and prompting
implementing rulemakings by financial regulators. Because of this kind of oscillation in regulation, the
prospects for the enactment of major banking reform legislation remain unclear at this time.

Furthermore, leadership changes within federal banking agencies and financial regulators continue to
shape the regulatory environment. Since changes in presidential administration, key positions across agencies—
including the Comptroller of the Currency, CFPB, CFTC, SEC, and the U.S. Treasury—have experienced
turnover and transition from time to time, leading to ongoing shifts in regulatory priorities and enforcement
approaches. These shifts can create periods of regulatory uncertainty, including changes in supervisory
emphasis, rulemaking agendas, and enforcement posture. The potential impact of changes in government
leadership and agency personnel, policies and priorities on the financial services sector, including the Company
and the Bank, cannot be fully predicted at this time. Regulations and laws may be modified at any time, and
new legislation may be enacted that will affect us. Any future changes in federal and state laws and regulations,
as well as the interpretation and implementation of such laws and regulations, could affect us in substantial and
unpredictable ways, including those listed above or other ways that could have a material adverse effect on our
business, financial condition or results of operations.

We are party to various claims and lawsuits incidental to our business. Litigation is subject to many
uncertainties such that the expenses and ultimate exposure with respect to many of these matters cannot be
ascertained.

From time to time, we, our directors, and our management are or may be the subject of various claims
and legal actions by customers, employees, shareholders and others. Whether such claims and legal actions are
legitimate or unfounded, if such claims and legal actions are not resolved in our favor, they may result in
significant financial liability and/or adversely affect the market perception of us and our products and services
as well as impact customer demand for those products and services. In light of the potential cost, reputational
damage and uncertainty involved in litigation, we have in the past and may in the future settle matters even
when we believe we have a meritorious defense. Certain claims may seek injunctive relief, which could disrupt
the ordinary conduct of our business and operations or increase our cost of doing business. Our insurance or
indemnities may not cover all claims that may be asserted against us. Any judgments or settlements in any
pending litigation or future claims, litigation or investigation could have a material adverse effect on our
business, reputation, financial condition, and results of operations.

From time to time, we are, or may become, involved in suits, legal proceedings, information-gatherings,
investigations and proceedings by governmental and self-regulatory agencies that may lead to adverse
consequences.

Many aspects of the banking business involve a substantial risk of legal liability. From time to time,
we are, or may become, the subject of information-gathering requests, reviews, investigations and proceedings,

44



and other forms of regulatory inquiry, including by bank regulatory agencies, self-regulatory agencies, the SEC
and law enforcement authorities. The results of such proceedings could lead to significant civil or criminal
penalties, including monetary penalties, damages, adverse judgments, settlements, fines, injunctions, restrictions
on the way we conduct our business or reputational harm.

We could be adversely affected by changes in tax laws and regulations or the interpretations of such laws
and regulations.

We are subject to the income tax laws of the U.S., and its states and municipalities in which we do
business. These tax laws are complex and may be subject to different interpretations. We must make judgments
and interpretations about the application of these inherently complex tax laws when determining our provision
for income taxes, our deferred tax assets (DTAs) and liabilities, and our valuation allowance. Changes to the tax
laws, administrative rulings or court decisions could increase our provision for income taxes and reduce our net
income. In addition, our ability to continue to record our DTAs is dependent on our ability to realize their value
through future projected earnings. Future changes in tax laws or regulations could adversely affect our ability to
record our DTAs. Loss of part or all of our DTAs would have a material adverse effect on our financial
condition and results of operations.

Our ability to realize deferred tax assets may be reduced, which may adversely impact our results of
operations.

Deferred tax assets are reported as assets on our balance sheet and represent the decrease in taxes
expected to be paid in the future because of net operating losses (“NOLs”) and tax credit carryforwards and
because of future reversals of temporary differences in the bases of assets and liabilities as measured by enacted
tax laws and their bases as reported in the financial statements. As of December 31, 2025, we had net deferred
tax assets of $10.7 million. Realization of deferred tax assets is dependent upon the generation of sufficient
future taxable income during the periods in which existing deferred tax assets are expected to become
deductible for federal income tax purposes. Based on projections of future taxable income in periods in which
deferred tax assets are expected to become deductible, management determined that the realization of our net
deferred tax asset was more likely than not. As a result, we did not recognize a valuation allowance on our net
deferred tax asset as of December 31, 2025. If it becomes more likely than not that some portion or the entire
deferred tax asset will not be realized, a valuation allowance must be recognized. Our deferred tax asset may be
further reduced in the future if estimates of future income or our tax planning strategies do not support the
amount of the deferred tax assets. Charges to establish a valuation allowance with respect to our deferred tax
asset could have a material adverse effect on our financial condition and results of operations.

Risks Related to an Investment in Our Common Stock

Our ability to pay cash dividends is limited, and we may be unable to pay future dividends even if we desire to
do so.

The Federal Reserve has issued a policy statement regarding the payment of dividends by bank holding
companies. In general, the Federal Reserve’s policies provide that dividends should be paid only out of current
earnings and only if the prospective rate of earnings retention by the bank holding company appears consistent
with the organization’s capital needs, asset quality and overall financial condition. The Federal Reserve’s
policies also require that a bank holding company serve as a source of financial strength to its subsidiary banks
by standing ready to use available resources to provide adequate capital funds to those banks during periods of
financial stress or adversity and by maintaining the financial flexibility and capital-raising capacity to obtain
additional resources for assisting its subsidiary banks where necessary. In addition, under the prompt corrective
action regulations, the ability of a bank holding company to pay dividends may be restricted if a subsidiary bank
becomes undercapitalized. These regulatory policies could affect our ability to pay dividends or otherwise
engage in capital distributions.

Our ability to pay cash dividends may be limited by regulatory restrictions, by our Bank’s ability to
pay cash dividends to the Company and by our need to maintain sufficient capital to support our operations. As
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a South Carolina-chartered bank, the Bank is subject to limitations on the amount of dividends that it is
permitted to pay. Unless otherwise instructed by the S.C. Board, the Bank is generally permitted under South
Carolina state banking regulations to pay cash dividends of up to 100% of net income in any calendar year
without obtaining the prior approval of the S.C. Board. In addition, the FDIC and the S.C. Board may restrict
dividends if they determine payment would be unsafe or unsound or would cause the Bank to fall below
applicable capital requirements. If our Bank is not permitted to pay cash dividends to us, it is unlikely that we
would be able to pay cash dividends on our common stock. Moreover, holders of our common stock are entitled
to receive dividends only when, and if declared by our board of directors. Although we have historically paid
cash dividends on our common stock, we are not required to do so and our board of directors could reduce or
eliminate our common stock dividend in the future.

Our stock price may be volatile, which could result in losses to our investors and litigation against us.

Our stock price has been volatile in the past and several factors could cause the price to fluctuate
substantially in the future. These factors include but are not limited to: actual or anticipated variations in
earnings, changes in analysts’ recommendations or projections, our announcement of developments related to
our businesses, operations and stock performance of other companies deemed to be peers, new technology used
or services offered by traditional and non-traditional competitors, news reports of trends, changes in investor
sentiment, market speculation, new federal banking regulations, and other issues related to the financial services
industry. Our stock price may fluctuate significantly in the future, and these fluctuations may be unrelated to
our performance. General market declines or market volatility in the future, especially in the financial
institutions sector, could adversely affect the price of our common stock, and the current market price may not
be indicative of future market prices. Stock price volatility may make it more difficult for you to resell your
common stock when you want and at prices you find attractive. Moreover, in the past, securities class action
lawsuits have been instituted against some companies following periods of volatility in the market price of its
securities. We could in the future be the target of similar litigation. Securities litigation could result in
substantial costs and divert management’s attention and resources from our normal business.

Future sales of our stock by our shareholders or the perception that those sales could occur may cause our
stock price to decline.

Although our common stock is listed for trading on The NASDAQ Capital Market, the trading volume
in our common stock is lower than that of other larger financial services companies. A public trading market
having the desired characteristics of depth, liquidity, and orderliness depends on the presence in the marketplace
of willing buyers and sellers of our common stock at any given time. This presence depends on the individual
decisions of investors and general economic and market conditions over which we have no control. Given the
relatively low trading volume of our common stock, significant sales of our common stock in the public market,
or the perception that those sales may occur, could cause the trading price of our common stock to decline or to
be lower than it otherwise might be in the absence of those sales or perceptions.

Economic and other circumstances may require us to raise capital at times or in amounts that are
unfavorable to us. If we have to issue shares of common stock, they will dilute the percentage ownership
interest of existing shareholders and may dilute the book value per share of our common stock and adversely
affect the terms on which we may obtain additional capital.

We may need to incur additional debt or equity financing in the future to make strategic acquisitions or
investments or to strengthen our capital position. Our ability to raise additional capital, if needed, will depend
on, among other things, conditions in the capital markets at that time, which are outside of our control and our
financial performance. We cannot provide assurance that such financing will be available to us on acceptable
terms or at all, or if we do raise additional capital, that it will not be dilutive to existing shareholders.

If we determine, for any reason, that we need to raise capital, subject to applicable NASDAQ rules, our
board generally has the authority, without action by or vote of the shareholders, to issue all or part of any
authorized but unissued shares of stock for any corporate purpose, including issuance of equity-based incentives
under or outside of our equity compensation plans. Any issuance would also be subject to applicable banking
regulatory considerations (including, as applicable, regulatory notice/approval requirements). Additionally, we
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are not restricted from issuing additional common stock or preferred stock, including any securities that are
convertible into or exchangeable for, or that represent the right to receive, common stock or preferred stock or
any substantially similar securities. The market price of our common stock could decline as a result of sales by
us of a large number of shares of common stock or preferred stock or similar securities in the market or from
the perception that such sales could occur. If we issue preferred stock that has a preference over the common
stock with respect to the payment of dividends or upon liquidation, dissolution or winding-up, or if we issue
preferred stock with voting rights that dilute the voting power of the common stock, the rights of holders of the
common stock or the market price of our common stock could be adversely affected. Any issuance of additional
shares of stock will dilute the percentage ownership interest of our sharecholders and may dilute the book value
per share of our common stock. Shares we issue in connection with any such offering will increase the total
number of shares and may dilute the economic and voting ownership interest of our existing shareholders.

Provisions of our articles of incorporation and bylaws, South Carolina law, and state and federal banking
regulations, could delay or prevent a takeover by a third party.

Our articles of incorporation and bylaws could delay, defer, or prevent a third-party takeover, despite
possible benefit to the shareholders, or otherwise adversely affect the price of our common stock. Our
governing documents:

» authorize a class of preferred stock that may be issued in series with terms, including voting rights,
established by the board of directors without shareholder approval;

* authorize 20,000,000 shares of common stock and 10,000,000 shares of preferred stock that may be
issued by the board of directors without shareholder approval;

»  classify our board with staggered three-year terms, preventing a change in a majority of the board at
any annual meeting;

* require advance notice of proposed nominations for election to the board of directors and business to
be conducted at a shareholder meeting;

»  grant the board of directors the discretion, when considering whether a proposed merger or similar
transaction is in the best interests of the Company and our shareholders, to take into account the effect
of the transaction on our employees, clients and suppliers and upon the communities in which we are
located, to the extent permitted by South Carolina law;

*  provide that the number of directors shall be fixed from time to time by resolution adopted by a
majority of the directors then in office, but may not consist of fewer than nine nor more than 25
members; and

*  provide that no individual who is or becomes a “business competitor” or who is or becomes affiliated
with, employed by, or a representative of any individual, corporation, or other entity which the board
of directors, after having such matter formally brought to its attention, determines to be in competition
with us or any of our subsidiaries (any such individual, corporation, or other entity being a “business
competitor”) shall be eligible to serve as a director if the board of directors determines that it would not
be in our best interests for such individual to serve as a director (any financial institution having
branches or affiliates within the counties in which we operate is presumed to be a business competitor
unless the board of directors determines otherwise).

In addition, the South Carolina business combinations statute provides that a 10% or greater
shareholder of a resident domestic corporation cannot engage in a “business combination” (as defined in the
statute) with such corporation for a period of two years following the date on which the 10% shareholder
became such, unless the business combination or the acquisition of shares is approved by a majority of the
disinterested members of such corporation’s board of directors before the 10% shareholder’s share acquisition
date. This statute further provides that at no time (even after the two-year period subsequent to such share
acquisition date) may the 10% shareholder engage in a business combination with the relevant corporation
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unless certain approvals of the board of directors or disinterested shareholders are obtained or unless the
consideration given in the combination meets certain minimum standards set forth in the statute. The law is very
broad in its scope and is designed to inhibit unfriendly acquisitions, but it does not apply to corporations whose
articles of incorporation contain a provision electing not to be covered by the law. Our articles of incorporation
do not contain such a provision. An amendment of our articles of incorporation to that effect would, however,
permit a business combination with an interested shareholder even though such status was obtained prior to the
amendment.

Finally, the Change in Bank Control Act and the Bank Holding Company Act generally require filings
and approvals prior to certain transactions that would result in a party acquiring control of the Company or the
Bank. These requirements can delay, restrict, or prevent a change of control.

An investment in our common stock is not an insured deposit.

Our common stock is not a bank deposit and, therefore, is not insured against loss by the FDIC, any
other deposit insurance fund or by any other public or private entity. An investment in our common stock is
inherently risky for the reasons described in this “Risk Factors” section and elsewhere in this report and is
subject to the same market forces that affect the price of common stock in any company. As a result, if you
acquire our common stock, you may lose some or all of your investment.

General Risk Factors
Evolving ESG expectations could increase costs and risks

Regulatory, investor, and stakeholder expectations around environmental, social, and governance
(“ESG”) practices continue to evolve, potentially increasing compliance costs and operational burdens. Recent
shifts in U.S. policies have altered the landscape of ESG practices. For example, in early 2025 the United States
announced that it would again withdraw from the Paris Agreement and has taken other actions that may reduce
certain federal climate-related initiatives or change supervisory and disclosure priorities. These developments
may reduce certain compliance requirements but also introduce uncertainty regarding future regulations and
enforcement priorities. Stakeholders, including investors and customers, continue to scrutinize corporate ESG
practices, and failure to meet their evolving expectations could impact our reputation and financial performance.
Additionally, state-level regulations and international standards may impose differing ESG requirements,
leading to potential operational complexities.

Climate change could have a material adverse impact on us and our customers.

We are exposed to risks of physical impacts of climate change and risks arising from the process of
transitioning to a less carbon-dependent economy. Climate change-related physical risks include increased
severity and frequency of adverse weather events, such as extreme storms and flooding, and longer-term shifts
in climate patterns, such as rising temperatures and sea levels and changes in precipitation amount and
distribution. Such physical risks may have adverse impacts on us, both directly on our business operations and
as a result of impacts on our borrowers and counterparties, such as declines in the value of loans, investments,
real estate and other assets, disruptions in business operations and economic activity, including supply chains,
and market volatility.

The risks associated with climate change are rapidly changing and evolving, making them difficult to
assess due to limited data and other uncertainties. We could experience increased expenses resulting from
strategic planning, litigation, and technology and market changes, and reputational harm as a result of negative
public sentiment, regulatory scrutiny, and reduced investor and stakeholder confidence due to our response to
climate change and our climate change strategy, which, in turn, could have a material negative impact on our
business, results of operations, and financial condition. In addition, changes in federal policy and supervisory
priorities could shift the timing, scope, or content of climate-related expectations, increasing uncertainty and
compliance complexity.
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Our historical operating results may not be indicative of our future operating results.

We may not be able to sustain our historical rate of growth, and, consequently, our historical results of
operations will not necessarily be indicative of our future operations. Various factors, such as economic
conditions, regulatory and legislative considerations, and competition, may also impede our ability to expand
our market presence. If we experience a significant decrease in our historical rate of growth, our results of
operations and financial condition may be adversely affected because a high percentage of our operating costs
are fixed expenses.

A downgrade of the U.S. credit rating could negatively impact our business, results of operations and
financial condition.

Recent developments have heightened concerns about the U.S. credit rating and its potential impact on
our business. In August 2023, Fitch Ratings downgraded the U.S. long-term credit rating from “AAA” to
“AA+”, citing expected fiscal deterioration, a high and growing government debt burden, and erosion of
governance standards. In November 2023, Moody’s changed its outlook on the U.S. sovereign rating to
negative, reflecting similar deficit and debt affordability concerns. In May 2025, Moody’s downgraded the U.S.
sovereign credit rating from “Aaa” to “Aal.” As a result, all three major credit rating agencies have rated U.S.
sovereign debt below the highest rating level. These downgrades underscore the potential risks associated with
U.S. fiscal policy, including political polarization and challenges in managing the national debt. Such factors
could lead to increased borrowing costs, market volatility, and a potential decline in investor confidence. These
conditions may adversely affect our business operations, financial condition, and results.

Item 1B. Unresolved Staff Comments.
Not applicable.
Item 1C. Cybersecurity

Our risk management program is designed to identify, assess, and mitigate risks across various aspects of
our company, including financial, operational, regulatory, reputational, and legal. Cybersecurity is a critical
component of this program, given the increasing reliance on technology and potential for cyber threats. Our
Information Security and Third-Party Risk Officer has primary oversight of the cybersecurity component of the
Company’s risk management program, together with our Director of Information Technology Infrastructure. Both of
these individuals are key members of senior management, reporting directly to the Chief Operating Officer and
Chief Risk Officer and, as discussed below, periodically to the Audit and Compliance Committee of our board of
directors. As of the date of this report, cybersecurity threats have not materially affected, and are not reasonably likely
to materially affect, the Company, including our business strategy or results of operations or financial condition.

Our objective for managing cybersecurity risk is to avoid or minimize the impacts of external threat
events or other efforts to penetrate, disrupt or misuse our systems or information. The structure of our
information security program is designed around the National Institute of Standards and Technology (“NIST”)
Cybersecurity Framework, regulatory guidance, and other industry standards. In addition, we leverage certain
industry and government associations, third-party benchmarking, audits, and threat intelligence feeds to
facilitate and promote program effectiveness. Our Information Security and Third-Party Risk Officer and
Director of Information Technology Infrastructure and Chief Operations/Chief Risk Officer along with other
key members of management regularly collaborate with expert resources, industry groups, and regulators to
discuss cybersecurity trends and issues and identify best practices. The information security program is
periodically reviewed and reported upon to the Audit and Compliance Committee of the board with the goal of
addressing changing threats, risks, and conditions.

We employ an in-depth, layered, defensive strategy that embraces a “security-by-design” philosophy
when designing new products, services, and technology. We leverage people, processes, and technology as part
of our efforts to manage and maintain cybersecurity controls. We also employ a variety of preventative,
detective and corrective controls/tools designed to monitor, block, and provide alerts regarding suspicious
activity, as well as to report on suspected advanced persistent threats. We have established processes and
systems designed to mitigate cyber risk, including regular and ongoing education and training, preparedness
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simulations, tabletop exercises, and recovery and resilience tests. We engage in regular assessments of our
infrastructure, software systems, and network architecture, using internal cybersecurity measures and third-party
specialists. We also maintain a third-party risk management program designed to identify, assess, and manage
risks, including cybersecurity risks, associated with external service providers and our supply chain. We
actively monitor our email gateways for malicious phishing email campaigns and monitor remote connections.
We leverage internal and external auditors and independent external partners to periodically review our
processes, systems, and controls, including with respect to our information security program, to assess their
design and operating effectiveness and make recommendations to strengthen our risk management program.

We maintain an Incident Response Program that provides a documented framework for responding to
actual or potential cybersecurity incidents, including timely notification of and escalation to the appropriate
executive officers, board-approved committees, and, as appropriate, regulators and law enforcement, in each
case consistent with applicable legal requirements and our internal escalation protocols, and the Audit and
Compliance Committee of our board of directors. The Incident Response Plan is coordinated through the
Information Security and Third-Party Risk Officer and key members of management are embedded into the
Plan by its design. The Incident Response Plan facilitates coordination across multiple parts of our organization
and is evaluated at least annually.

Notwithstanding our defensive measures and processes, the threat posed by cyber attacks is severe.
Our internal systems, processes, and controls are designed to mitigate loss from cyber attacks. As noted above,
cybersecurity threats have not materially affected and are not reasonably likely to materially affect our
company, but we remain diligent, nonetheless. For further discussion of risks from cybersecurity threats, see the
section captioned “Our Information Systems May Experience Failure, Interruption or Breach in Security” in
Item 1A. Risk Factors.

Governance

Our Information Security and Third-Party Risk Officer is accountable for oversight, risk assessment
and reporting on our information security program, leveraging the Director of Information Technology
Infrastructure and other resources as needed. Responsibilities include cybersecurity risk assessment, defense
operations, incident response, vulnerability assessment, threat intelligence, identity access governance, third-
party risk management, board training, employee training, and business resilience. The foregoing
responsibilities are covered on a day-to-day basis by a first line of defense function, and our second line of
defense function, including the Information Security and Third-Party Risk Officer, provides guidance,
oversight, monitoring and challenge of the first line’s activities. The second line of defense function is separated
from the first line of defense function through organizational structure and ultimately reports directly to the
board of directors with a functional reporting line to the Chief Operations/Risk Officer. Both the first line of
defense and the second line of defense are subject to experience and professional education requirements. In
particular, our Information Security and Third-Party Risk Officer has substantial relevant expertise and formal
training in the areas of information security and cybersecurity risk management. Our board of directors has
approved management committees including the Information Technology Steering Committee, which focuses
on technology impact and business impact. This committee provides oversight and governance of the
technology program and the information security program. This committee is chaired jointly by the Information
Security and Third-Party Risk Officer and Director of Information Technology Infrastructure and made up of
key departmental managers from throughout the entire company. Two executive leadership team members
oversee this committee.

The Information Security and Third-Party Risk Officer reports summaries of key issues, including
significant cybersecurity and/or privacy incidents, to the Audit and Compliance Committee of our board of
directors on a quarterly basis (or more frequently as may be required by the Incident Response Plan). The Audit
and Compliance Committee of our board of directors is responsible for overseeing our information security and
technology programs, including management’s actions to identify, assess, mitigate, and remediate or prevent
material cybersecurity issues and risks. Our Information Security and Third-Party Risk Officer also provides
quarterly reports to the Audit and Compliance Committee of our board of directors regarding the information
security program and the technology program, key enterprise cybersecurity initiatives, and other matters
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relating to cybersecurity processes. The executive leadership team and the board of directors review and
approve our information security and technology budgets and strategies annually.

Additionally, the Audit and Compliance Committee of our board of directors reviews our cybersecurity
risk profile on a quarterly basis and provides a report to the full board of directors no later than the next board
meeting after their meetings.

Item 2. Properties.

Our principal place of business as well as the Bank’s is located at 5455 Sunset Boulevard, Lexington,
South Carolina 29072. In addition, we currently operate 21 full-service offices located in the South Carolina
counties of Lexington County (6 offices), Richland County (4 offices), Newberry County (2 offices), Kershaw
County (1 office), Aiken County (1 office), Greenville County (2 offices), Anderson County (1 office), Pickens
County (1 office), York County (1 office), and in the Georgia counties of Richmond County (1 office) and
Columbia County (1 office). All of these properties are owned by the Bank except for the downtown Augusta,
Georgia (Richmond County), Greenville, South Carolina, and York County, South Carolina full-service branch
offices, which are leased by the Bank. Although the properties owned are generally considered adequate, we
have a continuing program of modernization, expansion and, when necessary, occasional replacement of
facilities.

Item 3. Legal Proceedings.

In the ordinary course of operations, we may be a party to various legal proceedings from time to time.
We do not believe that there is any pending or threatened proceeding against us, which, if determined adversely,
would have a material effect on our business, results of operations, or financial condition.

Item 4. Mine Safety Disclosures.

Not applicable.
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PART II

Item S. Market for Registrant’s Common Equity, Related Shareholder Matters, and Issuer Purchases of
Equity Securities.

As of February 28, 2026, there were approximately 1,856 shareholders of record of our common stock.
Our common stock trades on The NASDAQ Capital Market under the trading symbol of “FCCO.”

Quarterly Common Stock Price Ranges and Dividends

The following table sets forth the high and low sales price information as reported by NASDAQ for
the periods indicated, and the dividends per share declared on our common stock in each such quarter. All
information has been adjusted for any stock splits and stock dividends effected during the periods presented.

High Low Dividends
2025
Quarter ended March 31,2025 ......c.oooveveeeeeeceieeeeeeeeeeeeeeeeeee e, $ 2796 § 2155 $ 0.15
Quarter ended June 30, 2025 ........oovoieieeeeeeeeeeeeee e, $ 2494 § 1946 $ 0.15
Quarter ended September 30, 2025........c.ccveivreieiereieieieeeeeeee e, $§ 2955 $ 2400 S 0.16
Quarter ended December 31,2025 ......cooviveeeeeeeeeeeeeeeeeeeeeeeee e, $ 3150 §$§ 2592 % 0.16
2024
Quarter ended March 31,2024 ........ccooeevieeeeeieeeeeeeeeeeeeee e, § 2190 § 16.00 $ 0.14
Quarter ended June 30, 2024 .........cooviueeiieeieeeeeeeeeee e, $ 1833 $§ 1540 S 0.14
Quarter ended September 30, 2024 ..........ccooeeueieieeeeeeeeeee e, $ 2330 $ 16.06 $ 0.15
Quarter ended December 31,2024 ......c.oooveveeeeveeeeieeeeeeeeeeeeeeeeeenen, $ 2648 § 2049 $ 0.15
Dividend Policy

We currently intend to continue to pay quarterly cash dividends on our common stock, subject to
approval by our board of directors, although we may elect not to pay dividends or to change the amount of such
dividends. The payment of dividends is a decision of our board of directors based upon then-existing
circumstances, including our rate of growth, profitability, financial condition, existing and anticipated capital
requirements, the amount of funds legally available for the payment of cash dividends, regulatory constraints
and such other factors as the board determines relevant. The Company is a legal entity separate and distinct
from the Bank. The Federal Reserve has issued a policy statement on the payment of cash dividends by bank
holding companies, which expresses the Federal Reserve’s view that a bank holding company generally should
pay cash dividends only to the extent that the holding company’s net income for the past year is sufficient to
cover both the cash dividends and a rate of earnings retention that is consistent with the holding company’s
capital needs, asset quality, and overall financial condition. The Federal Reserve has also indicated that a bank
holding company should not maintain a level of cash dividends that places undue pressure on the capital of its
bank subsidiaries, or that can be funded only through additional borrowings or other arrangements that
undermine the bank holding company’s ability to act as a source of strength.

The Company’s ability to pay dividends is generally limited by the ability of the Bank to pay dividends
to the Company. As a South Carolina-chartered bank, the Bank is subject to limitations on the amount of
dividends that it is permitted to pay. Unless otherwise instructed by the S.C. Board, the Bank is generally
permitted under South Carolina state banking regulations to pay cash dividends of up to 100% of net income in
any calendar year without obtaining the prior approval of the S.C. Board. In addition, the Bank must maintain a
capital conservation buffer, above its regulatory minimum capital requirements, consisting entirely of Common
Equity Tier 1 capital, in order to avoid restrictions with respect to its payment of dividends to the Company.
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Unregistered Sales of Equity Securities

Pursuant to our Amended and Restated Non-Employee Director Deferred Compensation Plan, non-
employee directors may elect to defer all or any part of annual retainer fees payable in respect of the following
calendar year for his or her service on the board of directors or any committee of the board of directors. During
the year, a number of deferred stock units are credited quarterly to the director’s account equal to (i) the
otherwise payable amount of deferred fees divided by (ii) the fair market value of a share of our common stock
on the last trading day of such calendar quarter. In general, a director’s vested account balance will be
distributed in a lump sum of our common stock on the 30th day following the participant’s separation from
service. During the year ended December 31, 2025, we credited an aggregate of 8,908 deferred stock units to
accounts for directors who elected to defer monthly fees or annual retainer fees for 2025. These deferred stock
units include dividend equivalents in the form of additional stock units. The deferred stock units were credited
(and any shares of common stock issued upon settlement of such units will be issued) in reliance upon Section
4(a)(2) of the Securities Act because the issuance is not a public offering and the participants had access to
information regarding the Company.

Repurchases of Equity Securities

On May 9, 2025, we announced that our board of directors approved a plan to utilize up to $7.5 million
of capital to repurchase shares of our common stock (the “2025 Repurchase Plan”’). No repurchases have been
made under the 2025 Repurchase Plan. The 2025 Repurchase Plan expires at the market close on May 8, 2026.
No repurchases were made in any month during the fourth quarter of 2025.

Item 6. [Reserved].
Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

The following discussion and analysis identifies significant factors that have affected our financial
position and operating results during the periods included in the accompanying financial statements. We
encourage you to read this discussion and analysis in conjunction with the financial statements and the related
notes and the other statistical information also included in this Annual Report on Form 10-K.

Overview

We are headquartered in Lexington, South Carolina and serve as the bank holding company for the
Bank. We engage in a general commercial and retail banking business characterized by personalized service and
local decision making, emphasizing the banking needs of small to medium-sized businesses, professionals and
individuals. We operate from our main office in Lexington, South Carolina, and our 21 full-service offices
located in the South Carolina counties of Lexington County (6 offices), Richland County (4 offices), Newberry
County (2 offices), Kershaw County (1 office), Aiken County (1 office), Greenville County (2 offices),
Anderson County (1 office), Pickens County (1 office), and York County (1 office); and in the Georgia counties
of Richmond County (1 office) and Columbia County (1 office).

The following discussion describes our results of operations for 2025, as compared to 2024 and 2023,
and also analyzes our financial condition as of December 31, 2025, as compared to December 31, 2024. Like
most community banks, we derive most of our income from interest we receive on our loans and investments. A
primary source of funds for making these loans and investments is our deposits, on which we pay interest.
Consequently, one of the key measures of our success is our amount of net interest income, or the difference
between the income on our interest-earning assets, such as loans and investments, and the expense on our
interest-bearing liabilities, such as deposits and borrowings.

We have included a number of tables to assist in our description of these measures. For example, the
“Average Balances” table shows the average balance during 2025, 2024 and 2023 of each category of our assets
and liabilities, as well as the yield we earned or the rate we paid with respect to each category. A review of this
table shows that our loans typically provide higher interest yields than do other types of interest earning assets,
which is why we intend to channel a substantial percentage of our earning assets into our loan portfolio.
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Similarly, the “Rate/Volume Analysis” table helps demonstrate the impact of changing interest rates and
changing volume of assets and liabilities during the years shown. We also track the sensitivity of our various
categories of assets and liabilities to changes in interest rates, and we have included a “Sensitivity Analysis
Table” to help explain this. Finally, we have included a number of tables that provide detail about our
investment securities, our loans, our deposits and our borrowings.

There are risks inherent in all loans, so we maintain an allowance for credit losses to absorb expected
losses. We establish and maintain this allowance by charging a provision for credit losses against our operating
earnings. In the following section, we have included a detailed discussion of this process, as well as several
tables describing our allowance for credit losses and the allocation of this allowance among our various
categories of loans.

In addition to earning interest on our loans and investments, we earn income through fees and other
expenses we charge to our customers. We describe the various components of this noninterest income, as well
as our noninterest expense, in the following discussion. The discussion and analysis also identifies significant
factors that have affected our financial position and operating results during the periods included in the
accompanying financial statements. We encourage you to read this discussion and analysis in conjunction with
the financial statements and the related notes and the other statistical information also included in this report.

Critical Accounting Estimates

We have adopted various accounting policies that govern the application of accounting principles
generally accepted in the United States and with general practices within the banking industry in the preparation
of our financial statements. Our significant accounting policies are described in the notes to our consolidated
financial statements in this report.

Certain accounting policies inherently involve a greater reliance on the use of estimates, assumptions,
and judgments and, as such, have a greater possibility of producing results that could be materially different
than originally reported, which could have a material impact on the carrying values of our assets and liabilities
and our results of operations. We consider these accounting policies and estimates to be critical accounting
policies. We have identified the determination of the allowance for credit losses, income taxes and deferred tax
assets and liabilities, goodwill and other intangible assets, and derivative instruments to be the accounting areas
that require the most subjective or complex judgments and, as such, could be most subject to revision as new or
additional information becomes available or circumstances change, including overall changes in the economic
climate and/or market interest rates. Therefore, management has reviewed and approved these critical
accounting policies and estimates and has discussed these policies with our Audit and Compliance Committee.

Allowance for Credit Losses

As of January 1, 2023, we adopted Financial Accounting Standards Board (“FASB”) Accounting
Standard Update (“ASU”) 2016-13 Financial Instruments—Credit Losses (Topic 326): Measurement of Credit
Losses on Financial Instruments (“ASC 326”), which changed the methodology, accounting policies and inputs
used in determining the allowance for credit losses (“ACL”). We believe the allowance for credit losses is the
critical accounting policy that requires the most significant judgment and estimates used in preparation of our
consolidated financial statements.

The allowance for credit losses represents our best estimate of credit losses on financial assets. The
allowance for credit losses is assessed at least quarterly and adjustments are recorded in the provision for credit
losses. These losses are estimated using historical loss rates and a projection of reasonable and supportable
macroeconomic forecast, combined with additional qualitative factors. At December 31, 2025 and 2024, we
held an allowance for credit losses for our held-to-maturity investment securities, our loans held-for-investment
and our unfunded commitments that are not unconditionally cancelable.
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The allowance for credit losses represents an amount which we believe will be adequate to absorb
expected losses on existing financial assets that may become uncollectible. Our judgment as to the adequacy of
the allowance for credit losses is based on assumptions about future events, which we believe to be reasonable,
but which may or may not prove to be accurate. There can be no assurance that charge-offs of financial assets in
future periods will not exceed the allowance for credit losses as estimated at any point in time or that provisions
for credit losses will not be significant to a particular accounting period.

The allowance for credit losses represents management’s best estimate for our expected losses at
December 31, 2025 and 2024, but significant downturns in circumstances relating to asset quality and economic
conditions could result in a requirement for additional allowance for credit losses. Likewise, an upturn in asset
quality and improved economic conditions may allow a reduction in the required allowance for credit losses. In
either instance, unanticipated changes could have a significant impact on results of operations. In addition,
regulatory agencies, as an integral part of their examination process, periodically review our allowance for
credit losses. Such agencies may require us to recognize additions to the allowance for credit losses based on
their judgments about information available to them at the time of their examination.

Income Taxes, Deferred Tax Assets, and Deferred Tax Liabilities

We are subject to the income tax laws of the U.S., its states, and the municipalities in which we
operate. These tax laws are complex and subject to different interpretations by the taxpayer and the relevant
government taxing authorities.

Income taxes are provided for the tax effects of the transactions reported in our consolidated financial
statements and consist of taxes currently due plus deferred taxes related to differences between the tax basis and
accounting basis of certain assets and liabilities, including available-for-sale securities, allowance for credit
losses, write-downs of OREO properties, write-downs on premises held-for-sale, accumulated depreciation, net
operating loss carry forwards, accretion income, deferred compensation, intangible assets, and pension plan and
post-retirement benefits. The deferred tax assets and liabilities represent the future tax return consequences of
those differences, which will either be taxable or deductible when the assets and liabilities are recovered or
settled. Deferred tax assets and liabilities are reflected at income tax rates applicable to the period in which the
deferred tax assets or liabilities are expected to be realized or settled. A valuation allowance is recorded when it
is “more likely than not” that a deferred tax asset will not be realized. As changes in tax laws or rates are
enacted, deferred tax assets and liabilities are adjusted through the provision for income taxes.

In establishing our provision for income taxes, our deferred tax assets and liabilities, and our valuation
allowance, we must make judgments and interpretations about the application of these inherently complex tax
laws. We must also make estimates about when in the future certain items will affect taxable income in the
various tax jurisdictions. Disputes over interpretations of the tax laws may be subject to review/adjudication by
the court systems of the various tax jurisdictions or may be settled with the taxing authority upon examination
or audit. Although we believe that the judgments and estimates used are reasonable, and we believe our
estimates have been reasonably accurate, actual results could differ, and we may be exposed to losses or gains
that could be material. To the extent we prevail in matters for which reserves have been established, or are
required to pay amounts in excess of our reserves, our effective income tax rate in a given financial statement
period could be materially affected. An unfavorable tax settlement would result in an increase in our effective
income tax rate in the period of resolution. A favorable tax settlement would result in a reduction in our
effective income tax rate in the period of resolution.

Goodwill and Other Intangible Assets

Goodwill represents the cost in excess of fair value of the net assets we acquired (including identifiable
intangibles) in purchase transactions. Other intangible assets represent premiums paid for acquisitions of core
deposits (core deposit intangibles).
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We test our goodwill for impairment by evaluating whether the carrying amount exceeds the asset’s
fair value. This test is done annually or more frequently if events and circumstances indicate the asset might be
impaired.

Derivative Instruments

We utilize derivative instruments to manage risks such as interest rate risk or market risk. Our
Derivatives Policy prohibits using derivatives for speculative purposes.

Accounting for derivatives differs significantly depending on whether a derivative is designated as an
accounting hedge, which is a transaction intended to reduce a risk associated with a specific asset or liability or
future expected cash flow at the time it is purchased. In order to qualify as an accounting hedge, a derivative
must be designated as such at inception by management and meet certain criteria. Management must also
continue to evaluate whether the instrument effectively reduces the risk associated with that item. To determine
if a derivative instrument continues to be an effective hedge, we must make assumptions and judgments about
the continued effectiveness of the hedging strategies and the nature and timing of forecasted transactions. If our
hedging strategy was to become ineffective, hedge accounting would no longer apply, and the reported results
of operations or financial condition could be materially affected.
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Financial Highlights

(Dollars in thousands except per share amounts)
Balance Sheet Data:

TOtALl ASSELS ..veiieeiieieeeee ettt

DIEPOSIES...vveeieiieiieteeieeete ettt etesete e e sreebeeaesree e e be s e
Total common shareholders’ equity........c.ccoeevevierienerennnne
Total shareholders’ equity.........ccceevveriererciercierierieieeienne
Average shares outstanding, basic...........cceceveervereriennenns
Average shares outstanding, diluted.............cccccevrrerieenens

Results of Operations:

As of or For the Years Ended December 31,

INtErest INCOME ....uviiiiiiiiieeieee e
INterest EXPEeNnSe.....ccevuviiiiiiieeeriiie et
Net INLETESt INCOMIE ...
Provision for credit 10SS€S ......ccvvevevvuveeeieieeeeereeeeeeeeeeeen
Net interest income after provision for credit losses...........
NON-INLEreSt INCOME .....eeeiiveieieiiieeieeeeeeeeee e e e e eeeaieees
NON-INLETESt EXPENSES ..vovvrrverereieerenieneeierieeeseeereeeeeeeeseeneens
Income before taxes ....coouvvveiiiiieiiieeeeee e
INCOME taX EXPENSE ....evereriiieeeiiiieeeiiee et e et
NETINCOME ..ot
Net income available to common shareholders...................

Per Share Data:

Basic earnings per common share............cccoeveeveeceereeennn.
Diluted earnings per common share............ccccoecvveeneenne.
Book value at period end...........cccoeeeieeiieiiineiieeee e
Tangible book value at period end (non-GAAP) ................
Dividends per common Share............ccceeeveeverienieenieenieennenns
Asset Quality Ratios:

Non-performing assets to total assets®.............cccevvvrennene.
Non-performing loans to period end loans.........c..ccccoueneene.
Net charge-offs (recoveries) to average loans.....................
Allowance for credit losses to period-end total loans..........
Allowance for credit losses to non-performing assets.........
Selected Ratios:

Return on average tangible common equity (non-GAAP): .
Efficiency Ratio (non-GAAP)D........c.ccevvveeiieeeeeeeen
Noninterest income to operating revenue®.........................
Net interest margin (tax equivalent)...........ccecceevveieneenncns
EqUIty t0 @SSETS...ccuieitieiieieeiieciiesieeie ettt
Tangible common shareholders’ equity to tangible assets
(NON-GAAP) .ot
Tier 1 risk-based capital (Bank)® ............cccccoevevvveerrrennnne.
Total risk-based capital (Bank)® ..............ccccoeevvveerereennnnn.
Leverage (Bank)®@..........cccoeeveieeeeeeeeeeeeeeeeeeeeee e
Average loans to average deposits’™ ............ccoeeevevevrveeennnn.
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2025 2024 2023
$§ 2,057,732 § 1,958,021 §$ 1,827,688
10,737 9,662 4,433
1,311,019 1,220,542 1,134,019
1,749,544 1,675,901 1,511,001
167,557 144,494 131,059
167,557 144,494 131,059
7,663 7,617 7,568
7,761 7,702 7,647
$ 97,054 § 89,422 § 72,697
35,032 37,382 23,805
62,022 52,040 48,892
770 809 1,129
61,252 51,231 47,763
16,945 14,004 10,421
53,338 47,465 43,144
24,859 17,770 15,040
5,654 3,815 3,197
19,205 13,955 11,843
19,205 13,955 11,843
$ 251§ 183 § 1.56
247 1.81 1.55
21.78 18.90 17.23
19.84 16.93 15.23
0.62 0.58 0.56
0.02% 0.04% 0.05%
0.02% 0.02% 0.02%
0.00% 0.01% 0.00%
1.05% 1.08% 1.08%
3,859.14% 1,683.70% 1,492.36%
0.94% 0.74% 0.68%
12.36% 10.17% 9.59%
13.68% 11.44% 10.95%
65.97% 71.56% 71.23%
21.46% 21.20% 17.57%
3.23% 2.92% 3.01%
8.14% 7.38% 7.17%
7.47% 6.66% 6.39%
13.11% 12.87% 12.53%
14.16% 13.94% 13.58%
8.66% 8.40% 8.45%
73.35% 74.35% 73.25%



(D The efficiency ratio is a key performance indicator in our industry. The ratio is calculated by dividing non-
interest expense less merger expenses by net interest income on a tax equivalent basis and non-interest
income, excluding loss on sale of securities, gain on sale of other assets, loss on early extinguishment of
debt, and other non-recurring noninterest income. The efficiency ratio is a measure of the relationship
between operating expenses and net revenue.

@ Operating revenue is defined as net interest income plus noninterest income.

& Includes nonaccrual loans, loans > 90 days delinquent and still accruing interest and other real estate owned
(“OREO”).

@ As a small bank holding company, we are generally not subject to the capital requirements at the holding
company level unless otherwise advised by the Federal Reserve; however, our Bank remains subject to
capital requirements.

©®  Includes loans held for sale.

Certain financial information presented above is determined by methods other than in accordance with
GAAP. These non-GAAP financial measures include “efficiency ratio,” “tangible book value at period end,”
“return on average tangible common equity” and “tangible common shareholders’ equity to tangible assets.”
The “efficiency ratio” is defined as non-interest expense less merger expenses divided by net interest income on
a tax equivalent basis and non-interest income, excluding loss on sale of securities, gain on sale of other assets,
loss on early extinguishment of debt, and other non-recurring noninterest income. The efficiency ratio is a
measure of the relationship between operating expenses and net revenue. “Tangible book value at period end” is
defined as total equity reduced by recorded intangible assets divided by total common shares outstanding.
“Return on average tangible common equity” is defined as net income on an annualized basis divided by
average total equity reduced by average recorded intangible assets. “Tangible common shareholders’ equity to
tangible assets” is defined as total common equity reduced by recorded intangible assets divided by total assets
reduced by recorded intangible assets. Our management believes that these non-GAAP measures are useful
because they enhance the ability of investors and management to evaluate and compare our operating results
from period-to-period in a meaningful manner. Non-GAAP measures have limitations as analytical tools, and
investors should not consider them in isolation or as a substitute for analysis of our results as reported under
GAAP.

The table below provides a reconciliation of non-GAAP measures to GAAP for the three years ended
December 31:

2025 2024 2023
Tangible book value, dollars in thousands
Tangible common equity (NON-GAAP) ......ccocvvvviriiieicieieieieieeae, $152,631 $129411 $115,818
Effect to adjust for intangible assetS...........ccevvevvieciieienieneeireeie e 14,926 15,083 15,241
Bo0k value (GAAP) oo $167,557 $144,494 $131,059
Tangible book value per common share, dollars
Tangible common equity per common share (non-GAAP)................. § 1984 § 1693 § 1523
Effect to adjust for intangible assets...........cceeeveveerienienierie e 1.94 1.97 2.00
Book value per common share (GAAP) ..........coovvvereeevereeeeereeeeerenne $§ 2178 § 1890 $§ 17.23
Return on average tangible common equity
Return on average tangible common equity (non-GAAP)..........c........ 13.68% 11.44% 10.95%
Effect to adjust for intangible assets..........cceoeereeriererienenereseeeeeeneee (1.32)% (1.27)% (1.36)%
Return on average common equity (GAAP).......ccooceviiiiiiiiienien 12.36% 10.17% 9.59%
Tangible common shareholders’ equity to tangible assets
Tangible common equity to tangible assets (non-GAAP) .................. 7.47% 6.66% 6.39%
Effect to adjust for intangible assetS...........ccoevverieviieieniieniereeie e 0.67% 0.72% 0.78%
Common equity to assets (GAAP)......cccocevvevieciieeeeeeeee e 8.14% 7.38% 7.17%
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Results of Operations

Year Ended December 31, 2025 and 2024

Our net income for the twelve months ended December 31, 2025 was $19.2 million, or $2.47 diluted

earnings per common share, as compared to $14.0 million, or $1.81 diluted earnings per common share, for the
twelve months ended December 31, 2024. The $5.3 million increase in net income between the two periods is
primarily due to an increase in net interest income of $10.0 million, a decrease in provision for credit losses of
$39 thousand, and an increase in non-interest income of $2.9 million, partially offset by an increase in non-
interest expense of $5.9 million and an increase in income tax expense of $1.8 million.

The increase in net interest income results from an increase of $140.0 million in average earning assets
combined with a 31 basis point improvement in the net interest margin between the two periods.

The $770 thousand provision for credit losses during the twelve months ended December 31, 2025 is
primarily related to a $90.5 million increase in loans held-for-investment partially offset by a reduction
of three basis points in our qualitative factors.

The $809 thousand provision for credit losses during the twelve months ended December 31, 2024 is
primarily related to a $86.5 million increase in loans held-for-investment partially offset by a $43.7
million decrease in unfunded commitments net of unconditionally cancellable commitments and a
reduction of two basis points in our qualitative factors for our reasonable and supportable forecast
alternative scenarios qualitative factor. This reduction was driven by an improvement in externally
calculated economic forecasts that flow into our model.

The $2.9 million increase in non-interest income is primarily related to an increase in mortgage
banking income of $902 thousand, an increase in investment advisory fees of $1.4 million, and an
increase in other income of $468 thousand

o The increase in mortgage banking income was primarily driven by higher secondary market and
construction production and higher gain on sale margin during the twelve months ended December
31, 2025 compared to the prior year period.

o The increase in investment advisory fees was primarily driven by higher assets under management
during the twelve months ended December 31, 2025 compared to the prior year period.

o The increase in other non-interest income was primarily related to an increase in ATM/debit card
income and rental income.

o Gain on sale of other real estate owned was due to the sale of one of our other real estate owned
properties.

The increase in non-interest expense is primarily related to an increase of $2.7 million in salaries and
employee benefits, an increase of $310 thousand in marketing and public relations, and an increase of
$1.3 million in merger expenses, combined with an increase of $1.5 million in other non-interest
expenses.

o The increase in other non-interest expense was primarily driven by increases of $219 thousand in
core banking/electronic processing and services, $289 thousand in ATM/debit card processing,
$316 thousand in software subscriptions and services, and $328 thousand in legal and professional
fees.

Our effective tax rate was 22.7% during the twelve months ended December 31, 2025 compared to
21.5% during the twelve months ended December 31, 2024.
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0o The effective tax rates were affected by a $120 thousand reduction to income tax due to purchases
of state tax credits during the twelve months ended December 31, 2025 and by a $217 thousand
reduction, including $68 thousand related to state tax credits, to income tax during the twelve
months ended December 31, 2024.

Year Ended December 31, 2024 and 2023

Our net income for the twelve months ended December 31, 2024 was $14.0 million, or $1.81 diluted

earnings per common share, as compared to $11.8 million, or $1.55 diluted earnings per common share, for the
twelve months ended December 31, 2023. The $2.1 million increase in net income between the two periods is
primarily due to an increase in net interest income of $3.1 million, a decrease in provision for credit losses of
$320 thousand, and an increase in non-interest income of $3.6 million, partially offset by an increase in non-
interest expense of $4.3 million and an increase in income tax expense of $618 thousand.

The increase in net interest income results from an increase of $154.9 million in average earning assets
partially offset by a nine basis point decline in the net interest margin between the two periods.

The $809 thousand provision for credit losses during the twelve months ended December 31, 2024 is
primarily related to a $86.5 million increase in loans held-for-investment partially offset by a $43.7
million decrease in unfunded commitments net of unconditionally cancellable commitments and a
reduction of two basis points in our qualitative factors for our reasonable and supportable forecast
alternative scenarios qualitative factor. This reduction was driven by an improvement in externally
calculated economic forecasts that flow into our model.

The $1.1 million provision for credit losses during the twelve months ended December 31, 2023 is
primarily related to a $153.2 million increase in loans held-for-investment and a $50.9 million increase
in unfunded commitments net of unconditionally cancellable commitments partially offset by a
reduction of five basis points in our qualitative factors (four basis points in our changes in total of past
due, rated, and nonaccrual / changes in total of 30-89 days past due and other loans especially
mentioned qualitative factor and one basis point in our reasonable and supportable forecast alternative
scenarios qualitative factor). The one basis point reduction in our reasonable and supportable forecast
alternative scenarios factor was driven by an improvement in externally calculated economic forecasts
that flow into our model.

The $3.6 million increase in non-interest income is primarily related to an increase in mortgage
banking income of $962 thousand, an increase in investment advisory fees of $1.7 million, a decrease
in loss on sale of securities of $1.2 million, and an increase of $88 thousand in other non-interest
income partially offset by a loss on early extinguishment of debt of $229 thousand and by a decrease in
gain on sale of assets of $146 thousand.

o The increase in mortgage banking income was primarily driven by higher secondary market
production and higher gain on sale margin during the twelve months ended December 31, 2024
compared to the prior year period.

o The increase in investment advisory fees was primarily driven by higher assets under management
during the twelve months ended December 31, 2024 compared to the prior year period.

o The increase in other non-interest income was primarily related to an increase in gains on
insurance proceeds of $73 thousand and an increase in rental income of $25 thousand partially
offset by a loss on disposition of assets on the closing of our downtown Augusta, Georgia banking
office of $6 thousand.

o Loss on sale of securities improved by $1.2 million to zero during the twelve months ended
December 31, 2024 compared to a loss of $1.2 million during the same period in 2023. The $1.2
million loss on sale of securities during 2023 was related to the $39.9 million sale of book value
U.S. Treasuries in our available-for-sale investment securities portfolio.
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0 The loss on early extinguishment of debt of $229 thousand was related to an early payoff of $35.0
million in FHLB advances.

*  The increase in non-interest expense is primarily related to an increase of $3.4 million in salaries and
employee benefits, an increase in FDIC insurance assessments of $273 thousand, an increase of $215
thousand in other real estate expense, and an increase of $597 thousand in other non-interest expense,
partially offset by a decline of $63 thousand in occupancy expense, and a decline of $115 thousand in
equipment.

o The increase in other non-interest expense was primarily driven by increases of $224 thousand in
core banking and electronic processing, $206 thousand in ATM/debit card processing, $252
thousand in software subscriptions and services, legal and professional fees of $163 thousand and
$80 thousand in shareholder expense, partially offset by declines of $51 thousand in correspondent
services, $223 thousand in debit card and fraud losses, and $95 thousand in loan processing and
closing costs.

*  Our effective tax rate was 21.5% during the twelve months ended December 31, 2024 compared to
21.3% during the twelve months ended December 31, 2023.

o The effective tax rates were affected by a $149 thousand non-recurring reduction to income tax
during the twelve months ended December 31, 2024 and by a $122 thousand non-recurring
reduction to income tax during the twelve months ended December 31, 2023. Furthermore, we
purchased $500 thousand of South Carolina State Tax Credits for $432.5 thousand in November
2024, which created a $67.5 thousand non-recurring benefit to income taxes during the twelve
months ended November 2024.

Net Interest Income

Net interest income is our primary source of revenue. Net interest income is the difference between
income earned on assets and interest paid on deposits and borrowings used to support such assets. Net interest
income is determined by the rates earned on our interest-earning assets and the rates paid on our interest-bearing
liabilities, the relative amounts of interest-earning assets and interest-bearing liabilities, and the degree of
mismatch and the maturity and repricing characteristics of our interest-earning assets and interest-bearing
liabilities.

Year Ended December 31, 2025 and 2024

Net interest income increased $10.0 million, or 19.2%, to $62.0 million for the twelve months ended
December 31, 2025 from $52.0 million for the twelve months ended December 31, 2024. Our net interest
margin increased by 31 basis points to 3.22% during the twelve months ended December 31, 2025 from 2.91%
during the twelve months ended December 31, 2024. Our net interest margin, on a taxable equivalent basis, was
3.23% for the twelve months ended December 31, 2025 compared to 2.92% for the twelve months ended
December 31, 2024. Average earning assets increased $140.0 million, or 7.8%, to $1.9 billion for the twelve
months ended December 31, 2025 compared to $1.8 billion in the same period of 2024.

»  The increase in net interest income was primarily due to a higher level of average earning assets
combined with a higher net interest margin.

» The increase in average earning assets was due to increases in loans, investment securities, and interest
bearing deposits in other banks.

* Anincrease in the yield on earning assets and a reduction in cost of funds resulted in net interest
margin expansion.

o Investment securities represented 25.9% of average total earning assets for the twelve months
ended December 31, 2025 compared to 27.5% during the same period in 2024.
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o Short-term investments represented 8.1% of average total earning assets for the twelve months
ended December 31, 2025 compared to 6.2% during the same period in 2024.

o Loans represented 66.0% of average total earning assets for the twelve months ended December
31,2025 compared to 66.3% during the same period in 2024.

o Effective May 5, 2023, we entered into the Loan Pay-Fixed Swap Agreement for a notional
amount of $150.0 million that was designated as a fair value hedge in order to hedge the risk of
changes in the fair value of the fixed rate loans included in the closed loan portfolio. This fair
value hedge converts the hedged loans from a fixed rate to a synthetic floating SOFR rate. The
Pay-Fixed Swap Agreement will mature on May 5, 2026, and we will pay a fixed coupon rate of
3.58% while receiving the overnight SOFR rate. This interest rate swap positively impacted
interest on loans by $1.0 million and $2.4 million during the twelve months ended December 31,
2025 and 2024, respectively. During the twelve months ended December 31, 2025, the swap
benefited loan yields with an increase of eight basis points and net interest margin with an increase
of five basis points. During the twelve months ended December 31, 2024, the swap benefited loan
yields with an increase of 21 basis points and net interest margin with an increase of 14 basis
points.

Average loans increased $86.6 million, or 7.3%, to $1.3 billion for the twelve months ended December
31, 2025 from $1.2 billion for the same period in 2024. Average loans represented 66.0% of average earning
assets during the twelve months ended December 31, 2025 compared to 66.3% of average earning assets during
the same period in 2024. Our loan (including loans held-for-sale) to deposit ratio on average during 2025 was
73.3%, as compared to 74.4% during 2024. This decrease was due to the growth rate on our average loans
(including loans held-for-sale) in 2025 being exceeded by the growth rate on our deposits of during the same
time period. The loan to deposit ratio (including loans held-for-sale) increased to 75.5% at December 31, 2025
as compared to 73.4% at December 31, 2024. Our growth in loans from December 31, 2024 to December 31,
2025 exceeded our growth in deposits during the same period.

The growth in our average deposits and securities sold under agreements to repurchase of $174.7
million compared to the growth in our average loans of $86.6 million resulted in a reduction in borrowings. The
yield on loans increased 0.18% to 5.79% during the twelve months ended December 31, 2025 from 5.61%
during the same period in 2024 due to new and renewed loan rates exceeding maturing loan rates. Average
securities for the twelve months ended December 31, 2025 increased $8.7 million, or 1.8%, to $499.7 million
from $491.0 million during the same period in 2024. Other short-term investments increased $44.7 million to
$155.6 million during the twelve months ended December 31, 2025 from $110.9 million during the same period
in 2024 due to the additional cash on hand as deposit growth outpaced loan growth. The yield on our securities
portfolio declined to 3.39% for the twelve months ended December 31, 2025 from 3.56% for the same period in
2024. The yield on our other short-term investments declined to 4.16% for the twelve months ended December
31, 2025 from 4.95% for the same period in 2024 due to the Federal Open Market Committee (FOMC)
decreasing the target range of federal funds during the twelve months of 2025.

The yield on earning assets for the twelve months ended December 31, 2025 and 2024 were 5.04% and
5.00%, respectively.

The cost of interest-bearing liabilities was 2.52% during the twelve months ended December 31, 2025
compared to 2.88% during the same period in 2024. The cost of deposits, including demand deposits, was
1.80% during the twelve months ended December 31, 2025 compared to 1.96% during the same period in 2024.
The cost of funds, including demand deposits, was 1.88% during the twelve months ended December 31, 2025
compared to 2.15% during the same period in 2024. We continue to focus on growing our pure deposits plus
customer cash management repurchase agreements (demand deposits, interest-bearing transaction accounts,
savings deposits, money market accounts, IRAs, and customer cash management repurchase agreements) as
these accounts tend to be low-cost deposits and assist us in controlling our overall cost of funds. During the
twelve months ended December 31, 2025, these pure deposits plus customer cash management repurchase
agreements averaged 84.9% of total deposits plus customer cash management repurchase agreements as
compared to 83.1% during the same period of 2024.
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Year Ended December 31, 2024 and 2023

Net interest income increased $3.1 million, or 6.4%, to $52.0 million for the twelve months ended
December 31, 2024 from $48.9 million for the twelve months ended December 31, 2023. Our net interest
margin declined by nine basis points to 2.91% during the twelve months ended December 31, 2024 from 3.00%
during the twelve months ended December 31, 2023. Our net interest margin, on a taxable equivalent basis, was
2.92% for the twelve months ended December 31, 2024 compared to 3.01% for the twelve months ended
December 31, 2023. Average earning assets increased $154.9 million, or 9.5%, to $1.8 billion for the twelve
months ended December 31, 2024 compared to $1.6 billion in the same period of 2023.

*  The increase in net interest income was primarily due to a higher level of average earning assets
partially offset by lower net interest margin.

*  The increase in average earning assets was due to increases in total loans and interest-bearing deposits
in other banks, partially offset by declines in securities and other fed funds sold.

»  Earning asset yield growth, which included the benefit of a pay-fixed/receive-floating interest rate
swap (the “Pay-Fixed Swap Agreement”) described below, was more than offset by the rising cost of
funding, leading to the net interest margin compression. However, our net interest margin expanded
from the low of 2.77% in the month of February 2024 to 3.04% in the month of December 2024. Our
cost of funds and cost of deposits peaked in 2024 during the month of August 2024 at 2.23% and
2.05%, respectively. Our cost of funds and cost of deposits were 1.98% and 1.87%, respectively,
during the month of December 2024.

o Investment securities represented 27.5% of average total earning assets for the twelve months
ended December 31, 2024 compared to 33.2% during the same period in 2023.

o  Short-term investments represented 6.2% of average total earning assets for the twelve months
ended December 31, 2024 compared to 2.6% during the same period in 2023.

o Loans represented 66.3% of average total earning assets for the twelve months ended December
31, 2024 compared to 64.2% during the same period in 2023.

o During 2023, market interest rates increased significantly due to an increase in inflation. During
2024, market interest rates declined as inflation cooled. The target range of federal funds was
4.25% - 4.50% at December 31, 2024 compared to 5.25% - 5.50% at December 31, 2023.

o Effective May 5, 2023, we entered into Pay-Fixed Swap Agreement for a notional amount of
$150.0 million that was designated as a fair value hedge in order to hedge the risk of changes in
the fair value of the fixed rate loans included in the closed loan portfolio. This fair value hedge
converts the hedged loans from a fixed rate to a synthetic floating SOFR rate. The Pay-Fixed
Swap Agreement will mature on May 5, 2026 and we will pay a fixed coupon rate of 3.58% while
receiving the overnight SOFR rate. This interest rate swap positively impacted interest on loans by
$2.4 million and $1.6 million during the twelve months ended December 31, 2024 and 2023,
respectively. During the twelve months ended December 31, 2024, the swap benefited loan yields
with an increase of 21 basis points and net interest margin with an increase of 14 basis points.
During the twelve months ended December 31, 2023, the swap benefited loan yields with an
increase of 16 basis points and net interest margin with an increase of 10 basis points.

Average loans increased $136.9 million, or 13.1%, to $1.2 billion for the twelve months ended
December 31, 2024 from $1.0 billion for the same period in 2023. Average loans represented 66.3% of average
earning assets during the twelve months ended December 31, 2024 compared to 64.2% of average earning
assets during the same period in 2023. Our loan (including loans held-for-sale) to deposit ratio on average
during 2024 was 74.4%, as compared to 73.2% during 2023. This increase was due to the growth rate on our
average loans (including loans held-for-sale) of 13.1% in 2024 exceeding the growth rate on our deposits of
11.4% during the same time period. The loan to deposit ratio (including loans held-for-sale) declined to 73.4%
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at December 31, 2024 as compared to 75.3% at December 31, 2023. Our growth in loans of $91.8 million or
8.1% from December 31, 2023 to December 31, 2024 was exceeded by our growth in deposits of $164.9 million
or 10.4% during the same period.

The growth in our average deposits of $162.9 million and securities sold under agreements to
repurchase of $2.6 million compared to the growth in our average loans of $136.9 million resulted in a
reduction in borrowings. The yield on loans increased 0.62% to 5.61% during the twelve months ended
December 31, 2024 from 4.99% during the same period in 2023 due to market interest rates and the Pay-Fixed
Swap Agreement. Average securities for the twelve months ended December 31, 2024 declined $50.0 million,
or 9.2%, to $491.0 million from $541.1 million during the same period in 2023. Other short-term investments
increased $68.0 million to $110.9 million during the twelve months ended December 31, 2024 from $42.9
million during the same period in 2023 due to the additional cash on hand as deposit growth outpaced loan
growth. The yield on our securities portfolio increased to 3.90% for the twelve months ended December 31,
2024 from 3.36% for the same period in 2023. The yield on our other short-term investments declined to 4.95%
for the twelve months ended December 31, 2024 from 5.11% for the same period in 2023 due to the Federal
Open Market Committee (FOMC) decreasing the target range of federal funds during the twelve months of
2024 a total of 1.00% to a target federal funds rate range of 4.25% — 4.50% at December 31, 2024 from a target
federal funds rate range of 5.25% — 5.50% at December 31, 2023.

The yield on earning assets for the twelve months ended December 31, 2024 and 2023 were 5.00% and
4.45%, respectively.

The cost of interest-bearing liabilities was 2.88% during the twelve months ended December 31, 2024
compared to 2.06% during the same period in 2023. The cost of deposits, including demand deposits, was
1.96% during the twelve months ended December 31, 2024 compared to 1.16% during the same period in 2023.
The cost of funds, including demand deposits, was 2.15% during the twelve months ended December 31, 2024
compared to 1.48% during the same period in 2023. We continue to focus on growing our pure deposits plus
customer cash management repurchase agreements (demand deposits, interest-bearing transaction accounts,
savings deposits, money market accounts, IRAs, and customer cash management repurchase agreements) as
these accounts tend to be low-cost deposits and assist us in controlling our overall cost of funds. During the
twelve months ended December 31, 2024, these pure deposits plus customer cash management repurchase
agreements averaged 83.1% of total deposits plus customer cash management repurchase agreements as
compared to 89.9% during the same period of 2023.
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Average Balances, Income Expenses and Rates. The following table depicts, for the periods indicated,
certain information related to our average balance sheet and our average yields on assets and average costs of
liabilities. Such yields are derived by dividing income or expense by the average balance of the corresponding
assets or liabilities. Average balances have been derived from daily averages.

Year ended December 31,

2025 2024 2023
Average Income/  Yield/ Average Income/  Yield/ Average Income/ Yield/
(Dollars in thousands) Balance  Expense Rate Balance Expense  Rate Balance  Expense Rate
Assets
Earning assets
Loans" .......ccooeververeernn. $ 1,271,673 $ 73,655 5.79%$ 1,185,024 § 66,431  5.61%$ 1,048,118 $ 52,317 4.99%
Non-Taxable Securities... 46,100 1,378 2.99% 48,761 1,420  291% 50,726 1,471 2.90%
Taxable Securities........... 453,591 15,548 3.43% 442,278 16,084  3.64% 490,352 16,715 3.41%
Int Bearing Deposits in
Other Banks 155,518 6,470 4.16% 110,844 5484  4.95% 42,859 2,191 5.11%
Fed Funds Sold 78 3 3.85% 63 3 4.76% 56 3 5.36%
Total earning assets......... $ 1,926,960 $ 97,054 5.04% $ 1,786,970 § 89,422  5.00% $ 1,632,111 § 72,697 4.45%
Cash and due from banks.... 24,551 24,126 25,278
Premises and equipment...... 29,587 30,313 31,145
Goodwill and other
intangible assets............... 15,004 15,161 15,319
Other assets........cccoevvevveerennn 52,317 53,948 54,840
Allowance for credit
losses-investments .......... 21 27 (39)
Allowance for credit
losses-loans ...... . (13,440) (12,736) (11,677)
Total assets ................. $ 2,034,958 $ 1,897,755 $ 1,746,977
Liabilities
Interest-bearing
liabilities
Interest-bearing
transaction
ACCOUNES ..veveeneeeene. $ 350,844 $ 4,279 1.22%$ 311,101 § 3,451 1.11%$ 307,415 $ 1,760 0.57%
Money market accounts.. 463,405 14,015 3.02% 417,178 13,824  331% 361,994 9,721 2.69%
Savings deposits.............. 108,379 268 0.25% 112,473 430  0.38% 133,010 307 0.23%
Time deposits 339,463 12,685 3.74% 309,509 13,468  4.35% 178,339 4,775 2.68%
Fed Funds Purchased....... 11 1 9.09% 12 1 8.33% 1,100 52 4.73%
Securities Sold Under
Agreements to
Repurchase.................. 111,887 2,713 2.42% 77,158 2,183 2.83% 74,586 1,658 2.22%
FHLB Advances.............. — — NA% 54,822 2,808  5.12% 86,614 4,345 5.02%
Other Long-Term
Debt...cueiireieieeeene 14,964 1,071 7.16% 14,964 1,217 8.13% 14,964 1,187 7.93%
Total interest-bearing
liabilities................. $ 1,388,953 $ 35,032 2.52%$ 1,297,217 $ 37,382  2.88%$ 1,158,022 $§ 23,805 2.06%
Demand deposits ................. 471,703 443,571 450,177
Allowance for credit
losses-unfunded
commitments................... 489 501 464
Other liabilities.................... 18,416 19,295 14,837
Shareholders’ equity............ $ 155,397 $§ 137,171 123,477
Total liabilities and
shareholders’
CQUILY o $ 2,034,958 $ 1,897,755 $ 1,746,977
Cost of deposits, including
demand deposits.............. 1.80% 1.96% 1.16%
Cost of funds, including
demand deposits.............. 1.88% 2.15% 1.48%
Net interest spread............... 2.52% 2.12% 2.39%
Net interest
income/margin ................ $ 62,022 3.22% $ 52,040  2.91% $ 48,892 3.00%
Net interest margin (tax
equivalent)?..........co.e.... $ 62,309 3.23% $ 52,198  2.92% $ 49,176 3.01%
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(M All loans and deposits are domestic. Average loan balances include nonaccrual loans and loans held for sale.
@ Based on a 21.0% marginal tax rate.

The following table presents the dollar amount of changes in interest income and interest expense
attributable to changes in volume and the amount attributable to changes in rate. The combined effect related to
volume and rate which cannot be separately identified, has been allocated proportionately, to the change due to
volume and the change due to rate.

2025 versus 2024 2024 versus 2023
Increase (decrease) due to Increase (decrease) due to
(In thousands) Volume Rate Net Volume Rate Net
Assets
Earning assets
LOaAnS ..cc.eeieiiecee e $§ 4968 $2256 $ 7224 $§ 7267 $6,847 $§ 14,114
Investment securities-taxable....................... (79) 37 (42) 57 6 (51
Investment securities- nontaxable................ 404 (940) (536) (1,704) 1,073 (631)
Interest bearing deposits in other banks...... 1,958 972) 986 3,366 (73) 3,293
Fed Funds sold .........ccocoevieiiiiiiieeee 1 (1) — — — —
Total earning assets.........cceccveeeeeeereeenenne 7,252 380 7,632 8,872 7,853 16,725
Interest-bearing liabilities
Interest-bearing transaction accounts.......... 466 362 828 21 1,670 1,691
Money market accounts ............cceeveeveennenns 1,457  (1,266) 191 1,619 2,484 4,103
Savings deposits.......cceeevervvereerreerienierenennes (15) (147) (162) (53) 176 123
Time deposits ......coevveruerererenerieieceieeens 1,229  (2,012) (783) 4,699 3,994 8,693
Fed funds purchased..........ccooveerecirninnns — — — (74) 23 (5D
Securities sold under agreements to
TEPUIChASE ..o 876 (346) 530 59 466 525
FHLB Advances........cccceeveieievienieniesenens (2,808) —  (2,808) (1,627) 90 (1,537)
Other long-term debt.........cocceeeieienininnaens — (146) (146) — 30 30
Total interest-bearing liabilities................ 1,205 (3,555) (2,350) 4,644 8,933 13,577
Net interest income 6,047 3,935 $ 9,982 4,228 (1,080) $ 3,148

Market Risk and Interest Rate Sensitivity

Market risk reflects the risk of economic loss resulting from adverse changes in market prices and
interest rates. The risk of loss can be measured by either diminished current market values or reduced current
and potential net income. Our primary market risk is interest rate risk. We have established an Asset/Liability
Committee of the board of directors (the “ALCO”), which has members from our board of directors and
management to monitor and manage interest rate risk. Our ALCO:

*  monitors our compliance with regulatory guidance in the formulation and implementation of our
interest rate risk program;

* reviews the results of our interest rate risk modeling quarterly to assess whether we have appropriately
measured our interest rate risk, mitigated our exposures appropriately and confirmed that any residual
risk is acceptable;

*  monitors and manages the pricing and maturity of our assets and liabilities in order to diminish the
potential adverse impact that changes in interest rates could have on our net interest income; and

* has established policies, policy guidelines, and strategies with respect to interest rate risk exposure and
liquidity.

Further, our ALCO and board of directors explicitly review our ALCO policies at least annually and review our
ALCO assumptions and policy limits quarterly.
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We employ a monitoring technique to measure our interest sensitivity “gap,” which is the positive or
negative dollar difference between assets and liabilities that are subject to interest rate repricing within a given
period of time. Simulation modeling is performed to assess the impact of varying interest rates and balance
sheet mix assumptions will have on net interest income. We model the impact on net interest income for several
different changes in the yield curve. We model the impact on net interest income in an increasing and
decreasing rate environment of 100, 200, 300, and 400 basis points. We also periodically stress certain
assumptions such as loan prepayment rates, average lives, interest rate betas, and deposit migration to evaluate
our overall sensitivity to changes in interest rates. Policies have been established in an effort to maintain the
maximum anticipated negative impact of these modeled changes in net interest income at no more than 10%,
15%, 20%, and 20%, respectively, in a 100, 200, 300, and 400 basis point change in interest rates over the first
12-month period subsequent to interest rate changes. Interest rate sensitivity can be managed by repricing assets
or liabilities, selling securities available-for-sale, replacing an asset or liability at maturity, by adjusting the
interest rate during the life of an asset or liability, or by the use of derivatives such as interest rate swaps and
other hedging instruments. Managing the amount of assets and liabilities repricing in the same time interval
helps to hedge the risk and minimize the impact on net interest income of rising or falling interest rates. Neither
the “gap” analysis nor asset/liability modeling is precise indicators of our interest sensitivity position due to the
many factors that affect net interest income including the timing, magnitude, and frequency of interest rate
changes as well as changes in the volume and mix of earning assets and interest-bearing liabilities.

The following table illustrates our interest rate sensitivity at December 31, 2025.

Interest Sensitivity Analysis

Within One to Three to Over
One Three Five Five
(Dollars in thousands) Year Years Years Years Total
Assets
Earning assets
Interest bearing deposits................. $137,184 $ — 3 — 3 — $ 137,184
Loans®.......cccoeiiieieieeeeeeeenn 384,905 472,544 324,899 128,671 1,311,019
Loans Held for Sale........cc.............. 10,737 — — — 10,737
Total Securities® .........c.ccocovevnnen... 66,254 117,751 133,818 174,344 492,167
Total earning assets .........ccccveeveennee. 599,080 590,295 458,717 303,015 1,951,107
Liabilities
Interest bearing liabilities
Interest bearing deposits
Interest checking accounts ............. 22,552 45,106 45,105 254,432 367,195
Money market accounts ................. 28,898 57,798 57,797 326,023 470,516
Savings deposits........cceecveevvervennnns 6,312 12,622 12,624 71,210 102,768
Time deposits ......ccoevereereeceeneennen. 332,668 7,476 1,511 145 341,800
Total interest-bearing deposits........... 390,430 123,002 117,037 651,810 1,282,279
BOIrowings ........cccceevevienieneenennene. 122,153 — — — 122,153
Total interest-bearing liabilities ..... 512,583 123,002 117,037 651,810 1,404,432
Period gap.......cccevvevieecieeieiieeee $ 86,497 $467,293 $341,680 $ (348,795) $ 546,675
Cumulative gap.......ccceeeveevereerrennenne $ 86,497 $553,790 $895470 $ 546,675 $§ 546,675
Ratio of cumulative gap to total
€arning assets .......cocceevveecverveneennens 14.44% 46.56% 54.33% 28.02% 28.02%

(' Loans classified as nonaccrual as of December 31, 2025 are not included in the balances.
@ Securities based on amortized cost.
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Net Interest Income Sensitivity

Based on the many factors and assumptions used in simulating the effect of changes in interest rates,
the following table estimates the hypothetical percentage change in net interest income at December 31, 2025
and at December 31, 2024 over the subsequent 12 months.

Hypothetical
percentage change in
Change in short-term interest rates net interest income
December 31, December 31,

2025 2024 Policy Limit
FAOODP ... -15.11% -13.72% -20.00%
F300DP e -10.24% -9.20% -20.00%
F200DP e -5.83% -5.23% -15.00%
FLO0DP e -2.54% -2.18% -10.00%
FIAt .o — — —
S100BP .o +2.74% +2.12% -10.00%
S200DD e +5.24% +3.77% -15.00%
S300DD e +5.31% +3.04% -20.00%
S400DP ..t +3.49% +0.76% -20.00%

The maximum anticipated negative impacts of the modeled changes in net interest income were within
policy limits at December 31, 2025 and December 31, 2024.

Present Value of Equity Sensitivity

We perform a valuation analysis projecting future cash flows from assets and liabilities to determine the Present
Value of Equity (“PVE”) over a range of changes in market interest rates. The sensitivity of PVE to changes in
interest rates is a measure of the sensitivity of earnings over a longer time horizon. We have established policy
limits for the maximum negative impact of modeled changes in PVE, shown below.

Hypothetical
percentage change in
Change in present value of equity PVE
December 31, December 31,

2025 2024 Policy Limit
FAOODP ... +1.13% -3.72% -25.00%
F300DP et +2.58% -1.47% -25.00%
F200DP et +3.11% +0.23% -20.00%
FLO0DP et e +2.23% +0.92% -15.00%
FLat e — — —
S100DD - -3.84% -2.31% -15.00%
S200DD e -9.63% -6.80% -20.00%
“300DD et -19.36% -14.97% -25.00%
SA00DD et -34.26% -27.07% -25.00%

Except for the down 400 basis point scenario, the maximum anticipated negative impacts of the modeled
changes in PVE were within policy limits at December 31, 2025 and December 31, 2024. We are monitoring
the risk posed by the down 400 basis point scenario.
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Provision and Allowance for Credit Losses
Year Ended December 31, 2025 and 2024

During the twelve months ended December 31, 2025, the allowance for credit losses on loans
increased $671 thousand to $13.8 million, the allowance for credit losses on unfunded commitments increased
$51 thousand to $531 thousand, and the allowance for credit loss on held-to-maturity investments declined $4
thousand to $19 thousand compared to December 31, 2024. At December 31, 2025, the combined allowance for
credit losses for loans, unfunded commitments, and investments was $14.4 million compared to $13.6 million at
December 31, 2024.

The allowance for credit losses on loans as a percentage of total loans held-for-investment was 1.05%
at December 31, 2025 and 1.08% at December 31, 2024.

The total ACL is composed of three parts: the ACL for loans, the ACL for unfunded commitments,
and the ACL for HTM investments. The ACL for loans is further composed of the allowance for individually
assessed loans, the allowance for collectively assessed expected losses, the allowance for collectively assessed
qualitative adjustments, and the allowance for collectively assessed additional allowance. The allowance for
collectively assessed qualitative adjustments is calculated using a set of qualitative factors, which at December
31,2025 and 2024 included changes in lending policies and procedures, changes in staff, markets, and products,
changes in total of 30-89 days past due and other loans especially mentioned, changes in the loan review
system, changes in collateral value for non-collateral dependent loans, changes in concentration of credits,
changes in the legal or regulatory requirements and competition, data limitations, model imprecision, and
reasonable and supportable forecast alternative scenarios.

We have a significant portion of our loan portfolio with real estate as the underlying collateral. As of
December 31, 2025 and December 31, 2024, approximately 91.5% and 91.4%, respectively, of the loan
portfolio had real estate collateral. When loans, whether commercial or personal, are granted, they are based on
the borrower’s ability to generate repayment cash flows from income sources sufficient to service the debt. Real
estate is generally taken to reinforce the likelihood of the ultimate repayment and as a secondary source of
repayment. We work closely with all our borrowers that experience cash flow or other economic problems, and
we believe that we have the appropriate processes in place to monitor and identify problem credits. There can
be no assurance that charge-offs of loans in future periods will not exceed the allowance for credit losses as
estimated at any point in time or that provisions for credit losses will not be significant to a particular
accounting period. The allowance is also subject to examination and testing for adequacy by regulatory
agencies, which may consider such factors as the methodology used to determine adequacy and the size of the
allowance relative to that of peer institutions. Such regulatory agencies could require us to adjust our allowance
based on information available to them at the time of their examination.

The non-performing asset ratio was 0.02% of total assets with the nominal level of $372 thousand in
non-performing assets at December 31, 2025 compared to 0.04% and $810 thousand at December 31, 2024.
Nonaccrual loans decreased to $202 thousand at December 31, 2025 from $219 thousand at December 31,
2024. We had $2 thousand in accruing loans past due 90 days or more at December 31, 2025 compared to $48
thousand at December 31, 2024. Loans past due 30 days or more represented 0.07% of the loan portfolio at
December 31, 2025 compared to 0.05% at December 31, 2024. The ratio of classified loans plus OREO and
repossessed assets declined to 0.76 % of total bank regulatory risk-based capital at December 31, 2025 from
1.06% at December 31, 2024.

There were four loans totaling $204 thousand (0.02% of total loans) included on non-performing status
(nonaccrual loans and loans past due 90 days and still accruing) at December 31, 2025. Two of these loans were
on nonaccrual status. The largest loan of the two is $201 thousand and is secured by a first lien mortgage. The
balance of the remaining loan on nonaccrual status is $1 thousand, and it is secured by a second lien mortgage.
We had five loans totaling $267 thousand that were accruing loans past due 90 days or more at December 31,
2024. At December 31, 2025 and December 31, 2024, we considered loan relationships exceeding $500
thousand and on nonaccrual status as individually assessed loans for the allowance for credit losses. At

69



December 31, 2025 and December 31, 2024, we had no individually assessed loans. The specific allowance for
individually assessed loans is based on the fair value of collateral method or present value of expected cash
flows method. For collateral dependent loans, the fair value of collateral method is used, and the fair value is
determined by an independent appraisal less estimated selling costs. There were no specific allowances for
credit losses on our individually assessed loans at December 31, 2025 and December 31, 2024. At December
31,2025, we had $934 thousand in loans that were delinquent 30 days to 89 days representing 0.07% of total
loans compared to $554 thousand or 0.05% of total loans at December 31, 2024.

Year Ended December 31, 2024 and 2023

On January 1, 2023, we adopted CECL, which resulted in a day one reduction of $14 thousand to the
allowance for credit losses on loans offset by increases of $398 thousand to the allowance for credit losses on
unfunded commitments and $43.5 thousand to the allowance for credit losses on held-to-maturity investments.
Furthermore, deferred tax assets increased $90 thousand and retained earnings declined $337 thousand. During
the twelve months ended December 31, 2024, the allowance for credit losses on loans increased $868 thousand
to $13.1 million, the allowance for credit losses on unfunded commitments declined $117 thousand to $480
thousand, and the allowance for credit loss on held-to-maturity investments declined $7 thousand to $23
thousand compared to the day one CECL results, the allowance for credit losses on loans increased $945
thousand to $12.3 million at December 31, 2023 from $11.3 million at January 1, 2023; the allowance for credit
losses on unfunded commitments increased $199 thousand to $597 thousand as of December 31, 2023 from
$398 thousand as of January 1, 2023; and the allowance for credit losses on held-to-maturity investments
declined $14 thousand to $30 thousand at December 31, 2023 from $43.5 thousand at January 1, 2023. At
December 31, 2024, the combined allowance for credit losses for loans, unfunded commitments, and
investments was $13.6 million compared to $12.9 million at December 31, 2023 and $11.8 million at January 1,
2023.

The allowance for credit losses on loans as a percentage of total loans held-for-investment was 1.08%
at December 31, 2024, 1.08% at December 31, 2023 and 1.15% at January 1, 2023.

The total ACL is composed of three parts: the ACL for loans, the ACL for unfunded commitments,
and the ACL for HTM investments. The ACL for loans is further composed of the allowance for individually
assessed loans, the allowance for collectively assessed expected losses, the allowance for collectively assessed
qualitative adjustments, and the allowance for collectively assessed additional allowance. The allowance for
collectively assessed qualitative adjustments is calculated using a set of qualitative factors, which at December
31, 2024 and 2023 included changes in lending policies and procedures, changes in staff, markets, and products,
change in total of 30-89 days past due and other loans especially mentioned, changes in the loan review system,
changes in collateral value for non-collateral dependent loans, changes in concentration of credits, changes in
the legal or regulatory requirements and competition, data limitations, model imprecision, and reasonable and
supportable forecast alternative scenarios.

We have a significant portion of our loan portfolio with real estate as the underlying collateral. As of
December 31, 2024 and December 31, 2023, approximately 91.4% and 91.7%, respectively, of the loan
portfolio had real estate collateral. When loans, whether commercial or personal, are granted, they are based on
the borrower’s ability to generate repayment cash flows from income sources sufficient to service the debt. Real
estate is generally taken to reinforce the likelihood of the ultimate repayment and as a secondary source of
repayment. We work closely with all our borrowers that experience cash flow or other economic problems, and
we believe that we have the appropriate processes in place to monitor and identify problem credits. There can
be no assurance that charge-offs of loans in future periods will not exceed the allowance for credit losses as
estimated at any point in time or that provisions for credit losses will not be significant to a particular
accounting period. The allowance is also subject to examination and testing for adequacy by regulatory
agencies, which may consider such factors as the methodology used to determine adequacy and the size of the
allowance relative to that of peer institutions. Such regulatory agencies could require us to adjust our allowance
based on information available to them at the time of their examination.
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The non-performing asset ratio was 0.04% of total assets with the nominal level of $810 thousand in
non-performing assets at December 31, 2024 compared to 0.05% and $864 thousand at December 31, 2023.
Nonaccrual loans increased to $219 thousand at December 31, 2024 from $27 thousand at December 31, 2023.
We had $48 thousand in accruing loans past due 90 days or more at December 31, 2024 compared to $215
thousand at December 31, 2023. Loans past due 30 days or more represented 0.05% of the loan portfolio at
December 31, 2024 compared to 0.06% at December 31, 2023. The ratio of classified loans plus OREO and
repossessed assets declined to 1.06% of total bank regulatory risk-based capital at December 31, 2024 from
1.25% at December 31, 2023.

There were five loans totaling $267 thousand (0.02% of total loans) included on non-performing status
(nonaccrual loans and loans past due 90 days and still accruing) at December 31, 2024. Two of these loans were
on nonaccrual status. The largest loan of the two is $217 thousand and is secured by a first lien mortgage. The
balance of the remaining loan on nonaccrual status is $2 thousand, and it is secured by a second lien mortgage.
We had two loans totaling $215 thousand that were accruing loans past due 90 days or more at December 31,
2023. At December 31, 2024 and December 31, 2023, we considered loan relationships exceeding $500
thousand and on nonaccrual status as individually assessed loans for the allowance for credit losses. At
December 31, 2024 and December 31, 2023, we had no individually assessed loans. The specific allowance for
individually assessed loans is based on the fair value of collateral method or present value of expected cash
flows method. For collateral dependent loans, the fair value of collateral method is used, and the fair value is
determined by an independent appraisal less estimated selling costs. There were no specific allowances for
credit losses on our individually assessed loans at December 31, 2024 and December 31, 2023. At December
31, 2024, we had $554 thousand in loans that were delinquent 30 days to 89 days representing 0.05% of total
loans compared to $498 thousand or 0.04% of total loans at December 31, 2023.
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The following table summarizes the activity related to our allowance for credit losses.

Allowance for Credit Losses

(Dollars in thousands) 2025 2024 2023
Average loans outstanding (excluding loans held-for-sale) $ 1,261,822 $ 1,180,482 $1,044,983
Loans outstanding at period end (excluding loans

held-fOr-Sale) .......ccvevviviiiiieiiiiieiieieiet e $ 1,311,019 §$ 1,230,204 $1,134,019
Total nonacerual l0anS..........cc.ceeveeeieveeeieeeeeeeeeeeeeeee e $ 202§ 219§ 27
Loans past due 90 days and still accruing............ccccceeeverennene $ 2 3 48 $ 215
Beginning balance of allowance.............cccceeveveveeeeeviieiereenenn. $ 13,135  $ 12,267 $ 11,336
CECL Day 1 Adjustment...........ccceeuererereneneeieieiee e — — (14)
Loans charged-off:

Real Estate Mortgage - Commercial ............cccoevveeeeneenreennen. 2 2 —

COMMETCIAL.......eeriieiieeieeieieeie ettt sreebeeeneas — 88 20

Consumer - Other..........ccvveiieierieieeie e 130 94 67

Total loans charged-off............cccooeieiiiieieee e 132 184 87

Recoveries:

Real Estate - CONStIUCtiON.........ceeveeeveerreerieesieeeieesveeseneenes 3 2 2

Real Estate Mortgage - Residential ...........cccoooveeeiiieiiieenenn. — 18 9

Real Estate Mortgage - Commercial ...........cccoeovenieienieniennne 11 11 37

Consumer - HOMe equity .......cccvvevveevveiieiieiiieieeieceesreenens 8 9 22

COMMETCIAL......vieiieiieiieiieie ettt sre e e e aeens 18 61 5

Consumer - Other.........occvieiiriirieeeie e 41 18 18

TOtal TECOVETICS ...vouvienrieniieeiieieeieeieeie e see e sre e eene e 81 119 93

Net loans (charged off) recovered .........ccevvevveceiienienieee, (S (65) 6
Provision for credit 10SSeS........c.vvverieriieriieieeie e 722 933 939
Balance at period end ...........ccooivieiiiiieiiiiceceea $ 13,806 $ 13,135 § 12,267
Net charge-offs (recoveries) to average loans and

loans held-for-sale...........cccovreieiienieiiee e 0.00% 0.01% 0.00%
Allowance as percent of total 10ans .........c.ccceeeevveierciereennne, 1.05% 1.08% 1.08%
Non-performing loans as % of total loans ...........ccccceeverenennene 0.02% 0.04% 0.02%
Allowance as % of non-performing loans ............c.ccccceevveneenne. 6,767.65% 4,919.48%  5,069.01%
Nonaccrual loans as % of total loans...........ccccceeeveeeereenneennnnne. 0.02% 0.02% 0.00%
Allowance as % of nonaccrual 10ans ...........c..cccceeeeveeevreeenneenen. 6,834.65% 5,997.72% 45,433.33%
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The following table details net charge-offs to average loans outstanding by loan category for the years
ended December 31:

(Dollars in thousands) 2025 2024 2023
Commercial
Net (recoveries) charge-offs .........ccoooeveieeieieecieeeeenn $ an s 27 S 15
Average 1oans for the Year..........ococveveeveiiecieicieeeeeenne, $ 90,036 $ 82478 § 76,315
Net (recoveries) charge-offs /average loans........................ (0.01)% 0.03% 0.02%
Real estate:
Construction
NEL TECOVETIES ...veveveeveeieteeteeeeeeeeeeete et e e eteae e eseneenes $ 3 S 2 $ 2
Average loans for the year............c.ccooevveieeveieeeeeeenn, $ 152,136 $ 140,065 $ 99,502
Net recoveries/average loans ..........c.coceveerereeerereeenennnes 0.00% 0.00% 0.00%
Mortgage-residential
Net charge-offs (reCOVEries) .....c.oouvveirrivieirreeerieererene, $ — 8§ 18) $ 9
Average loans for the year) .............ccoooivviiieiei, $ 127,906 $ 110,345 $ 76,604
Net charge-offs (recoveries)/average loans...................... 0.00% (0.02)% (0.01)%
Mortgage-commercial
Net charge-offs (reCOVETIes) .......covvivirivrirerieeierieeeeieeeeienenn $ (16) $ an s (37
Average loans for the year..........cccooeevveveeeeiceiceceieennn $ 825,323 § 794,728 § 747,202
Net charge-offs (recoveries)/average loans............cc.coeeeue. 0.00% 0.00% 0.00%
Consumer:
Home Equity
NEL TECOVETIES .vivireeriieeeeteeteee ettt $ ® 3 9 $ (22)
Average loans for the year...........cccoovveiiivieiiieieierieeenn $ 47597 $ 36,767 $ 30,884
Net recoveries/average l0ans ..........cocveevereenveneenieeeennnnnn (0.02)% (0.02)% (0.07)%
Other
Net charge-0ffS ....c.oiviviiieiiiiccceetceee e $ 89 $ 78 $ 49
Average loans for the year..........ocooocvvveeiriericiiceeiereene, $ 18,024 $ 16,099 $ 14,476
Net charge-offs/average 10ans ..........ccocevvevieieceenieeneennenn, 0.48% 0.48% 0.34%
Total:
Net charge-offs (reCOVEries) ......covevviirreiiiireeereeererenne, $ 51§ 65 $ (6)
Average loans for the year™D .............cocoooiieiiiiiieeee, $1,261,822  $1,180,482 $1,044,983
Net charge-offs (recoveries)/average loans)...................... 0.00% 0.01% 0.00%

(D Average loans exclude loans held for sale

Accrual of interest is discontinued on loans when we believe, after considering economic and business
conditions and collection efforts, that a borrower’s financial condition is such that the collection of interest is
doubtful. A delinquent loan is generally placed in nonaccrual status when it becomes 90 days or more past due.
At the time a loan is placed in nonaccrual status, all interest, which has been accrued on the loan but remains
unpaid, is reversed and deducted from earnings as a reduction of reported interest income. No additional interest
is accrued on the loan balance until the collection of both principal and interest becomes reasonably certain.
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The following table shows the allocation of the allowance for credit losses on loans:

Allocation of the Allowance for Credit Losses on Loans

2025 2024 2023
% of % of % of
loans in loans in loans in

(Dollars in thousands) Amount category Amount category Amount category
Commercial .........ccoeeueenenne.. $ 1,050 7.6% $ 994 7.6% $ 935 7.6%
Real Estate Construction ..... 1,654 12.0% 1,675 12.8% 1,337 10.9%
Real Estate Mortgage:

Commercial..............cu..... 8,349 60.4% 7,974 60.6% 8,146 66.4%

Residential..............c......... 1,720 12.5% 1,639 12.5% 1,122 9.2%
Consumer - Home Equity .... 706 5.1% 568 4.3% 472 3.8%
Consumer - Other ................ 327 2.4% 285 2.2% 255 2.1%
Unallocated..........cceeveenenee. — N/A — N/A — N/A
Total....cooeeeiiieeeee $ 13,806 100.0% § 13,135 100.0% § 12,267 100.0%

Non-interest Income and Expense

Non-interest Income. A source of noninterest income is service charges on deposit accounts. We also
originate and sell residential loans on a servicing released basis in the secondary market. These loans are
originated in our name. The loans have locked in price commitments to be purchased by investors at the time of
closing. Therefore, these loans present very little market risk for us. We typically deliver to, and receive funding
from, the investor within 30 days. Other sources of noninterest income are derived from investment advisory
fees and commissions on non-deposit investment products, ATM/debit card fees, commissions on check sales,
safe deposit box rent, wire transfer, official check fees, rental income, and bank owned life insurance income.

Non-interest income during the twelve months ended December 31, 2025 increased to $16.9 million
from $14.0 million during the same period in 2024. The increase in non-interest income is primarily related to
increases in mortgage banking income and investment advisory fees and non-deposit commissions.

Mortgage banking income increased $902 thousand to $3.3 million during the twelve months ended
December 31, 2025 from $2.4 million during the same period in 2024. Secondary mortgage production during
the twelve months ended December 31, 2025 was $115.4 million compared to $79.3 million during the same
period in 2024 while the gain on sale margin decreased to 2.82% during the twelve months ended December 31,
2025 from 2.96% during the same period in 2024.

Total mortgage production during the twelve months ended December 31, 2025 was $202.7 million,
$115.4 million of the production was originated to be sold in the secondary market, $16.8 million of the loan
production was originated as ARM loans for our loans held-for-investment portfolio, and $70.5 million of the
loan production was commitments for new construction residential real estate loans. As these ARM and new
construction residential real estate loans are being held on our balance sheet as loans held-for-investment, the
result is additive to loan growth and interest income but results in less gain on sale fee income, which is
reported in noninterest income as mortgage banking income.

Investment advisory fees increased by $1.4 million to $7.6 million during the twelve months ended
December 31, 2025 from $6.2 million during the same period in 2024. Total assets under management were
$1.2 billion at December 31, 2025 compared to $926.0 million at December 31, 2024. Our net new assets were
$83.4 million during the twelve months ended December 31, 2025. Furthermore, our investment performance
for the twelve months ended December 31, 2025 was 17.3% compared to 16.4% for the S&P 500.

The $229 thousand loss on early extinguishment of debt included in other income during the twelve months
ended December 31, 2024 resulted from our decision to use available cash to reduce FHLB advances to zero, including
the pre-payment of $35.0 million in FHLB advances during the fourth quarter of 2024. We believe this reduction in
these borrowings positioned us for improvements in net interest income and margin in the future.
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Non-interest income during the twelve months ended December 31, 2024 increased to $14.0 million
from $10.4 million during the same period in 2023. The $3.6 million increase in non-interest income is
primarily related to a reduction in loss on sale of securities of $1.2 million, increases in mortgage banking
income of $962 thousand, investment advisory fees and non-deposit commissions of $1.7 million, and an
increase in gains on insurance proceeds of $73 thousand partially offset by a decrease in gain on sale of other
assets of $146 thousand and a loss on early extinguishment of debt of $229 thousand.

During the third quarter of 2023, we sold $39.9 million of book value U.S. Treasuries in our available-
for-sale investment securities portfolio. While this sale created a one-time pre-tax loss of $1.2 million, it
provided additional liquidity which was used to pay down borrowings and fund loan growth. The weighted
average book yield of the securities sold was 1.75% and the projected earn back period is 1.6 years. There was
no such similar sale during 2024.

Mortgage banking income increased $962 thousand to $2.4 million during the twelve months ended
December 31, 2024 from $1.4 million during the same period in 2023. Secondary mortgage production during
the twelve months ended December 31, 2024 was $79.3 million compared to $49.7 million during the same
period in 2023 while the gain on sale margin increased to 2.96% during the twelve months ended December 31,
2024 from 2.83% during the same period in 2023.

During 2022, we began to market an adjustable rate mortgage (ARM) product to provide borrowers
with an alternative to fixed-rate mortgages and to help offset anticipated mortgage production challenges.
Currently, we are offering 5/6, 7/6, and 10/6 ARM loans that are originated for our loans held-for-investment
portfolio. Furthermore, in 2022, we added a new construction residential real estate team and product. Total
mortgage production during the twelve months ended December 31, 2024 was $165.6 million, $79.3 million of
the production was originated to be sold in the secondary market, while $40.9 million of the loan production
was originated as ARM loans for our loans held-for-investment portfolio, and $45.4 million of the loan
production was commitments for new construction residential real estate loans. As these ARM and new
construction residential real estate loans are being held on our balance sheet as loans held-for-investment, the
result is additive to loan growth and interest income but results in less gain on sale fee income, which is
reported in noninterest income as mortgage banking income.

Investment advisory fees increased by $1.7 million to $6.2 million during the twelve months ended
December 31, 2024 from $4.5 million during the same period in 2023. Total assets under management were
$926.0 million at December 31, 2024 compared to $755.4 million at December 31, 2023. Our net new assets
were $37.5 million during the twelve months ended December 31, 2024. Furthermore, our investment
performance for the twelve months ended December 31, 2024 was 17.6% compared to 23.3% for the S&P 500.

Gain (loss) on sale of other assets declined $146 thousand to a gain of $5 thousand during the twelve
months ended December 31, 2024 from $151 thousand during the same period in 2023 due to an income tax
recovery in 2024 on a previously sold other real estate owned property and due to a sale of other real estate
owned during the twelve months ended December 31, 2023.

The $229 thousand loss on early extinguishment of debt during the twelve months ended December 31,
2024 resulted from our decision to use available cash to reduce FHLB advances to zero, including the pre-
payment of $35.0 million in FHLB advances during the fourth quarter of 2024. We believe this reduction in
these borrowings positioned us for improvements in net interest income and margin in the future.
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The following table sets forth the primary components of noninterest income for the periods indicated:

Year ended December 31,

(In thousands) 2025 2024 2023
Deposit SEIVICE CHAIZES .....eeveeeeeeiieiieiieeie ettt 922 952 963
Mortgage banking iNCOME .........cceruiruiririeiiiee et 3,270 2,368 1,406
Investment advisory fees and non-deposit commissions....................... 7,565 6,181 4,511
L 0SS 0N Sale Of SECUTTHIES ...eeuvvenvieeiieeieiie et — — (1,249)
Gain on sale of other real estate owned..........cc.ocevvevieviieciiecienieceenen, 127 — 151
Loss on sale of 0ther assets........ccccvvevereverienienieieeeeeeeeeee e — &) —
Other NON-TECUITING INCOIME .....veevererererereieeeeeeeteeeeseeeseeeneeeseesessnennens 190 105 121
ATM/debit card INCOME........ccuveeeieieiiieieeieee e 2,875 2,758 2,771
Recurring income on bank owned life insurance.............cccoeevvevvveennnennns 827 799 745
Rental INCOME ......ouiiiiiieeieiieiee et 466 395 370
Other service fees including safe deposit box fees........coeevveevieiirriennen. 236 230 230
Wire transfer fEeS......cuuviiiiiiieieie et 147 123 119
OLRET ..ttt ettt 320 98 283
TOLAL ..ot e $ 16945 $§ 14,004 §$ 10421

Non-interest Expense. In the very competitive financial services industry, we recognize the need to
place a great deal of emphasis on expense management and continually evaluate and monitor growth in
discretionary expense categories in order to control future increases.

Non-interest expense during the twelve months ended December 31, 2025 increased $5.9 million to
$53.3 million from $47.5 million during the same period in 2024. The increase is primarily due to increases in
salaries and employee benefits of $2.7 million, increases in equipment of $101 thousand, increases in marketing
and public relations of $310 thousand, increases in merger expense of $1.3 million, and increases in other non-
interest expenses of $1.5 million.

»  Salary and benefit expense increased $2.7 million to $31.9 million during the twelve months ended
December 31, 2025 from $29.3 million during the same period in 2024. This increase is primarily a
result of higher incentive compensation and annual bonuses due to higher than planned performance,
and normal salary adjustments. We had 265 full-time employees, 10 part-time employees, and seven
seasonal/on-call employees at December 31, 2025 compared to 260 full-time employees, 10 part-time
employees, and eight seasonal/on-call employees at December 31, 2024.

*  Equipment expense increased $101 thousand to $1.6 million during the twelve months ended
December 31, 2025 compared to $1.5 million during the same period in 2024 primarily due to higher
equipment maintenance and repairs and auto expense.

*  Marketing and public relations increased $310 thousand to $1.8 million during the twelve months
ended December 31, 2025 from $1.5 million during the same period in 2024 primarily due to timing of
planned media production and campaigns.

*  Merger expense increased $1.3 million to $1.3 million during the twelve months ended December 31,
2025 compared to zero during the same period in 2024 due to the acquisition of Signature Bank of
Georgia.

*  Other expense increased $1.5 million to $12.2 million during the twelve months ended December 31,
2025 compared to $10.7 million during the same period in 2024, which included

o Core banking and electronic processing and services increased $219 thousand or 8.0% primarily
due to an increase in the cost of our core service provider, FIS as a result of higher customer
activity and enhanced technology.
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0o  ATMY/debit card processing increased $289 thousand or 22.6% as EFT processing expense
increased during the period.

o  Software subscriptions and services increased $316 thousand or 25.1% due to new subscriptions
and higher renewal rates.

o Telephone expense decreased $78 thousand or 15.1% due to a change in our telecommunications
vendor, which resulted in paying two vendors for a period of time in 2024 and due to a $29
thousand write-off of the remainder of a contract related to the closing of our downtown Augusta,
Georgia banking office in 2024.

o Legal and professional fees increased $328 thousand, or 27.2%, primarily due to an increase in
auditing costs and higher legal expense.

Non-interest expense during the twelve months ended December 31, 2024 increased $4.3 million to
$47.5 million from $43.1 million during the same period in 2023. The increase is primarily due to increases in
salaries and employee benefits of $3.4 million, increases in marketing and public relations expense of $15
thousand, increases in FDIC Insurance assessments of $273 thousand, increases in other real estate expense, net,
of $215 thousand, and increases in other non-interest expense of $597 thousand, partially offset by a decline in
occupancy expense of $63 thousand and equipment expense of $115 thousand.

*  Salary and benefit expense increased $3.4 million to $29.3 million during the twelve months ended
December 31, 2024 from $25.9 million during the same period in 2023. This increase is primarily a
result of normal salary adjustments and an increase of approximately $834 thousand in additional
annual incentive compensation. We had 260 full-time employees, ten part-time employees, and eight
seasonal/on-call employees at December 31, 2024 compared to 268 full-time employees, 14 part-time
employees, and five seasonal/on-call employees at December 31, 2023.

*  Occupancy expense declined $63 thousand to $3.1 million during the twelve months ended December
31, 2024 compared to $3.2 million during the same period in 2023 primarily due to lower building and
yard maintenance costs and lease expense partially offset by higher janitorial services.

*  Equipment expense declined $115 thousand to $1.5 million during the twelve months ended December
31, 2024 compared to $1.6 million during the same period in 2023 primarily due to lower equipment
depreciation, equipment maintenance and repairs, and auto expense.

+  Marketing and public relations increased $15 thousand to $1.5 million during the twelve months ended
December 31, 2024 from $1.5 million during the same period in 2023 primarily due to timing of
planned media production and campaigns.

*  FDIC assessments increased $273 thousand to $1.2 million during the twelve months ended December
31, 2024 compared to $904 thousand during the same period in 2023 due to an increase in our FDIC
assessment rate and our assets.

*  Other real estate expenses increased $215 thousand to $103 thousand during the twelve months ended
December 31, 2024 from $112 thousand in contra expenses or credits during the twelve months ended
December 31, 2023. This was primarily due to a return to normal activity during the twelve months ended
December 31, 2024 compared to a significant reversal in accruals for real estate taxes on a non-accrual loan,
which were either paid by the borrower or recovered as a result of the sale of the real estate.

»  Other expenses increased $597 thousand to $10.7 million during the twelve months ended December
31, 2024 compared to $10.1 million during the same period in 2023, which included

o Core banking and electronic processing and services increased $224 thousand or 8.9% primarily
due to an increase in the cost of our core service provider, FIS as a result of higher customer
activity and enhanced technology.
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0o  ATM/debit card processing increased $206 thousand or 19.2% as EFT processing expense
increased during the period.

o Software subscriptions and services increased $252 thousand or 25.0% due to new subscriptions
and higher renewal rates.

o Debit card and fraud losses declined $223 thousand, or 52.8%, due to a decline in fraud losses.
Debit card and fraud losses rose during 2023 due to an extraordinary spike in mail check fraud
losses during the third quarter of 2023. We responded to this spike with countermeasures
including deploying additional resources, and conducting a formal customer education marketing
campaign called “THINK TWICE,” which requests customers who have been a victim of fraud to
enhance their check authorization processes and upgrade to our current fraud detection system.

o Telephone expense increased $32 thousand or 6.6% due to a change in our telecommunications
vendor, which resulted in paying two vendors for a period of time and due to a $29 thousand
write-off the remainder of a contract related to the closing of our downtown Augusta, Georgia
banking office.

o Loan processing and closing costs declined $95 thousand or 28.7% primarily due to lower average
new loan sizes in 2024 and fees paid for a home equity campaign in 2023.

o Legal and professional fees increased $163 thousand, or 15.6%, primarily due to an increase in
auditing costs and higher legal expense.

The following table sets forth the primary components of noninterest expense for the periods indicated:

Year ended December 31,

(In thousands) 2025 2024 2023
Salaries and employee benefits..........cccvevivieiirivieiiieieieieeee e $ 31,949 $§ 29,263 $ 25,864
OCCUPANICY ..eenvrieniiieiieenitt et ettt et ettt este e sttt e sate e sttt esabeenbeeesseeesbeeensseenne 3,142 3,094 3,157
EqQUIPIMENL. ...ttt 1,552 1,451 1,566
Marketing and public relations .............cocceerieiieiinienieeeeee e 1,821 1,511 1,496
FDIC INSUrance assE€SSIMENTS .........ccovuvrrrereeeiiiiiereeeeeeeiiirereeeeeeeeinnneeeeees 1,117 1,177 904
Other real estate eXpense (INCOME).........ceevreervieiieieeeenreenreereereeeeneees 138 103 (112)
Amortization of iINtangibles ...........ccceveverierieriieiieieeeeseee e 158 158 158
IMLBIZET «.veeivteeiteeeitt ettt ettt ettt e st e et e e sabe e sbeessbe e bbeesseesaeenaneenes 1,264 — —
Core banking and electronic processing and Services.............ceecveeveennen. 2,955 2,736 2,512
ATM/debit card ProCeSSING .........cceevereereerieeieeieeeesaeseeseeseeeneeeeeenns 1,569 1,280 1,074
Software subscriptions and SEIVICES .........ceeverueerirerieeiieneienieeieeee e 1,576 1,260 1,008
SUPPLICS .ottt ettt 159 151 134
TEICPRONE ....ceviiiiieiiiciieeieceee ettt ettt aeas 439 517 485
COUTTRT ..ttt ettt ettt ettt b et beent et e e et e besaeebeeneeneeneeneenes 313 296 284
COrreSPONAENE SEIVICES ...euvvirieiiererreirerieesteeseeseeseesseesseesseesesssesseessees 295 303 354
TNSUTANCE. ....eeeiiieiiieeieee ettt ettt e eeaaeesaneenes 435 406 381
Debit card and Fraud LOSSES........cceveverierieriieiieieeiestee e 209 199 422
Investment adViSOTY SEIVICES.......cueirerierierieeeeeierieerieeeeeeeeeenseesseensens 365 344 329
Loan processing and cloSiNG COSES........eerirrrrrerrrienienienieeieeie e 328 236 331
DIrECLOT FEES .oouvviiiiieiie ettt stae b e e 649 603 601
Legal and Professional fees ..........cccovceeiiiriiiienieieseeeceeee e 1,533 1,205 1,042
Shareholder EXPenSe........covieviiiiiieiieieere ettt 289 277 197
OLRET ..ttt 1,083 895 957

$ 53338 § 47465 § 43,144

*  Core banking and electronic processing and services include core processing, bill payment, online banking,
remote deposit capture, wire processing services and postage costs for mailing customer notices and
statements.
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Income Tax Expense

Our income tax expense for the years ended December 31, 2025, 2024, and 2023 were $5.7 million,
$3.8 million, and $3.2 million, respectively. See Note 14 “Income Taxes” to the Consolidated Financial
Statements for additional information. We recognize deferred tax assets for future deductible amounts resulting
from differences in the financial statement and tax bases of assets and liabilities and operating loss carry
forwards. The deferred tax assets are established based on the amounts expected to be paid/recovered at existing
tax rates. A valuation allowance is established to reduce the deferred tax asset to the level that it is more likely
than not that the tax benefit will be realized. Our effective tax rates were 22.7 %, 21.5%, and 21.3%, for the
twelve-month periods ended December 31, 2025, 2024, and 2023, respectively. The effective tax rates were
affected by a $120 thousand reduction to income tax during the twelve months ended December 31, 2025, by a
$217 thousand reduction to income tax expense during the twelve months ended December 31, 2024, and by a
$122 thousand reduction to income taxes during the twelve months ended December 31, 2023. The $120
thousand reduction in 2025 and $68 thousand of the reduction in 2024 were related to South Carolina State Tax
Credits. As a result of our current level of tax-exempt securities in our investment portfolio and our BOLI
holdings, assuming the current corporate rate remains unchanged, our effective tax rate is expected to be
approximately 22.25% to 22.75%.

Financial Position

Assets increased $99.7 million, or 5.1%, to $2.1 billion at December 31, 2025 from $2.0 billion at
December 31, 2024. The $99.7 million increase in assets was primarily due to loans (excluding loans held-for-
sale), which increased $90.5 million, or 7.4%, to $1.3 billion at December 31, 2025 from $1.2 billion at
December 31, 2024.

Earning Assets
Loans and loans held-for-sale

Loans held-for-sale increased to $10.7 million at December 31, 2025 from $9.7 million at December
31, 2024. Loans (excluding loans held-for-sale) increased $90.5 million, or 7.4%, to $1.3 billion at December
31,2025 from $1.2 billion at December 31, 2024. Total loan production, excluding mortgage secondary market
and new construction residential real estate, was $202.6 million during the twelve months ended December 31,
2025 compared to $138.4 million during the same period in 2024. Advances from unfunded commercial
construction loans available for draws were $48.8 million during the twelve months ended December 31, 2025.
Total mortgage production during the twelve months ended December 31, 2025 was $202.7 million, $115.4
million of the production was originated to be sold in the secondary market, $16.8 million of the loan
production was originated as ARM loans for our loans held-for-investment portfolio, and $70.5 million of the
loan production was commitments for new construction residential real estate loans. Total mortgage production
during the twelve months ended December 31, 2024 was $165.6 million, $79.3 million of the production was
originated to be sold in the secondary market, $40.9 million of the loan production was originated as ARM
loans for our loans held-for-investment portfolio, and $45.4 million of the loan production was commitments
for new construction residential real estate loans. The increase in mortgage production was due to higher
secondary market, and new construction loans, partially offset by lower portfolio production. Payoffs and
paydowns increased to $120.3 million during the twelve months ended December 31, 2025 compared to $113.2
million during the same period in 2024. The loan-to-deposit ratio (including loans held-for-sale) at December
31, 2025 and December 31, 2024 was 75.5% and 73.4%, respectively. The loan-to-deposit ratio (excluding
loans held-for-sale) at December 31, 2025 and December 31, 2024 was 74.9% and 72.8%, respectively.

79



Based on the Bank’s loan portfolio as of December 31, 2025, its non-owner occupied commercial real
estate loans and its construction and land development loans were approximately 307% and 71% of total risk-
based capital, respectively. Furthermore, our three-year growth in non-owner occupied commercial real estate
loans was 37% from December 31, 2022 to December 31, 2025. We have expertise and a long history in
originating and managing commercial real estate loans. We have a strong credit underwriting process, which
includes management and board oversight. We perform rigorous monitoring, stress testing, and reporting of
these portfolios at the management and board levels, and we continue to monitor the level of the concentration
in commercial real estate loans within the Bank’s loan portfolio monthly.

Loans typically provide higher yields than the other types of earning assets. During 2025 and 2024,
loans accounted for 66.0% and 66.3% of average earning assets, respectively. The loan portfolio (including
held-for-sale) averaged $1.3 billion in 2025 as compared to $1.2 billion in 2024. Quality loan portfolio growth
continued to be a strategic focus of ours in 2025. However, with the higher loan yields, there are inherent credit
and liquidity risks, which we attempt to control and counterbalance. One of our goals as a community bank
continues to be to grow our assets through quality loan growth by providing credit to small and mid-size
businesses, as well as individuals within the markets we serve. We remain committed to meeting the credit
needs of our local markets, but adverse national and local economic conditions, as well as deterioration of our
asset quality, could significantly impact our ability to grow our loan portfolio. Significant increases in
regulatory capital expectations beyond the traditional “well capitalized” ratios and significantly increased
regulatory burdens could impede our ability to leverage our balance sheet and expand the loan portfolio.

The following table shows the composition of the loan portfolio by category:

(In thousands) 2025 2024 2023
Commercial, financial & agricultural ..............ccocooveveernnnnee. $ 91,930 $ 86,616 $ 78,134
Real estate:

CONSIIUCHION ...ttt eeaaaree e 152,077 152,155 118,225

Mortgage—residential............cccoeverieniiecincienieneeeeieeen. 130,476 124,751 94,796

Mortgage—commercial ............ccevevevienieniieiieieeieeeenns 863,422 796,411 791,947
Consumer:

HOME EQUILY ..eevveeeieeieeieeieeeeee et 53,693 42,304 34,752

(0111 T2 SRR 19,421 18,305 16,165
Total Gross L0ANS.........c.ceieverieiieeieeereteeeee et $ 1,311,019 $ 1,220,542 § 1,134,019
Allowance for credit 10SSES.......cveevvieeriieerieeiiieeieecree e (13,806) (13,135) (12,267)

TOtal NEL LOANS et $ 1,297,713 $ 1,207,407 $ 1,121,752

In the context of this discussion, a real estate mortgage loan is defined as any loan, other than loans for
construction purposes, secured by real estate, regardless of the purpose of the loan. We follow the common
practice of financial institutions in our market area of obtaining a security interest in real estate whenever
possible, in addition to any other available collateral. This collateral is taken to reinforce the likelihood of the
ultimate repayment of the loan and tends to increase the magnitude of the real estate loan components.
Generally, we limit the loan-to-value ratio to 80%. The principal components of our loan portfolio at December
31,2025 and 2024 were commercial mortgage loans in the amount of $863.4 million and $796.4 million,
respectively, representing 65.9% and 65.3% of the portfolio, respectively, excluding loans held for sale.
Significant portions of these commercial mortgage loans are made to finance owner-occupied real estate. We
continue to maintain a conservative philosophy regarding our underwriting guidelines, and believe we will
reduce the risk elements of the loan portfolio through strategies that diversify the lending mix.

The repayment of loans in the loan portfolio as they mature is a source of liquidity. The following table
sets forth the loans maturing within specified intervals at December 31, 2025.
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Loan Maturity Schedule and Sensitivity to Changes in Interest Rates

December 31, 2025
Over One Over Five
Year Years
Through Through Over
One Year Five Fifteen Fifteen
(In thousands) or Less Years years Years Total
Commercial, financial and agricultural ........ $§ 22,144 § 48,718 $ 21,068 $ — $ 91,930
Real estate:
Construction™ ............ccoeiviieieiiieeen, 44,400 94,466 13,211 — 152,077
Mortgage-residential ...........cccccevoeereeneennee. 6,447 12,526 3,664 107,839 130,476
Mortgage-commercial ...........ccceevveeeennnen. 92,539 641,443 128,558 882 863,422
Consumer:
Home equity.....ccccceeevveeciieiiiieeiie e 1,109 9,558 43,026 — 53,693
Other ..o 7,157 10,983 934 347 19,421
Total. ..o $ 173,796 $§ 817,694 $ 210,461 $ 109,068 $1,311,019

M Included in construction loans are construction-to-permanent loans that will move to their permanent loan
category upon completion of the construction phase.

Loans maturing after one year with:

VaraDIe RALE .......oooviiiiiiiie et ettt et e et e s e et e s e eeane e $ 204,780
FIXEA RALE.....cceeeeieiiiiieee et e e et e e e e s e et e e e e e e s eenaaaeeeeeeesennnaaeeeas 932,443
$1,137,223

The information presented in the above table is based on the contractual maturities of the individual
loans, including loans which may be subject to renewal at their contractual maturity. Renewal of such loans is
subject to review and credit approval, as well as modification of terms upon their maturity.

Investment Securities

Our investment securities portfolio is a significant component of our total earning assets. Investment
securities increased $493 thousand to $492.2 million, net of allowance for credit losses on investments of $19
thousand, at December 31, 2025 from $491.7 million, net of allowance for credit losses on investments of $23
thousand, at December 31, 2024. Our investment securities portfolio averaged $499.7 million in 2025, as
compared to $491.0 million in 2024, which represents 25.9% and 27.5% of the average earning assets for the
years ended December 31, 2025 and 2024, respectively.

On June 1, 2022, we reclassified $224.5 million in investments to held-to-maturity (HTM) from
available-for-sale (AFS). These securities were transferred at fair value at the time of the transfer, which
became the new cost basis for the securities held to maturity. The pretax unrealized net holding loss on the
available-for-sale securities on the date of transfer totaled approximately $16.7 million, and continued to be
reported as a component of accumulated other comprehensive loss. This net unrealized loss is being amortized
to interest income over the remaining life of the securities as a yield adjustment. There were no gains or losses
recognized as a result of this transfer. The remaining pretax unrealized net holding loss on these investments
was $10.6 million ($8.4 million net of tax) at December 31, 2025. The remaining pretax unrealized net holding
loss on these investments was $12.3 million ($9.7 million net of tax) at December 31, 2024.

Our AFS investments totaled $294.1 million or approximately 59.8% of our total investments at December
31, 2025. Our HTM investments totaled $195.1 million and represented approximately 39.6% of our total
investments at December 31, 2025. Our investments at cost totaled $2.9 million or approximately 0.16% of our total
investments at December 31, 2025. The unrealized losses on our investment securities are related to an increase in
market interest rates, which has a temporary negative impact on the fair value of our investment securities portfolio
and on accumulated other comprehensive income (loss), which is included in shareholders’ equity.
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At December 31, 2025, the estimated weighted average life of our total investment portfolio was 5.2
years, the modified duration was 4.0, the effective duration was 3.1, and the weighted average tax equivalent
book yield was 3.61%. At December 31, 2024, the estimated weighted average life of our total investment
portfolio was 5.7 years, the modified duration was 4.4, the effective duration was 3.5, and the weighted average
tax equivalent book yield was 3.68%.

We held no debt securities rated below investment grade at December 31, 2025 and December 31,

2024.
The following table shows the Available-for Sale investment portfolio composition.
December 31,
(Dollars in thousands) 2025 2024 2023
Securities available-for-sale at fair value:
US Treasury SECUTItiEs .......ocverrveieirreiererieeeereeeeeereeeee e $ 24,093 $ 13,240 $ 18,346
Government Sponsored eNterPriSes.........oveververreerversvervennnns 2,256 2,110 2,129
Small Business Administration pools............cccceevrererrcennenne. 8,068 12,079 15,721
Mortgage-backed SECUTIILIES .......ccuvervierirerieeieeieceeseeee e 252,185 244,204 238,159
Corporate and Other Securities..........ccceevveevveevereereereeneennn. 6,907 7,949 7,871
TOAL .. $294,109 $279,582 § 282,266
The following table shows the Held-to-Maturity investment portfolio composition.
December 31,
(Dollars in thousands) 2025 2024 2023
Securities held-to-maturity at fair value:
Mortgage-backed SECUTTtES ........cvevrveveviiereeiiereeieeeeeee $ 93,066 $ 96,918 $ 104,250
State and local government............ccceeevveevieecrieecieeeciee e 102,050 99,122 101,268
TOAL....veeeeeeeeee e $195116 $ 196,040 $ 205,518

We hold other investments carried at cost totaling $2.9 million and $2.7 million at December 31, 2025
and 2024, respectively. Other investments, at cost, include Federal Home Loan Bank (“FHLB”) stock in the
amount of $1.4 million, corporate stock in the amount of $1.0 million, and a venture capital fund in the amount
of $571.1 thousand at December 31, 2025. We held FHLB stock in the amount of $1.3 million, corporate stock
in the amount of $1.0 million, and a venture capital fund in the amount of $399.2 thousand at December 31,
2024. These are equity securities without readily determinable fair values. Investment in the FHLB of Atlanta is
a condition of borrowing from the FHLB of Atlanta. FHLB stock is carried at cost and periodically evaluated
for impairment based on an assessment of the ultimate recovery of par value. Both cash and stock dividends are
reported as interest income. Dividends received on other investments, at cost are reported as interest income.
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Investment Securities Maturity Distribution and Yields

The following table shows, at amortized cost, the expected maturities and weighted average yield,
which is calculated using amortized cost as the weight and tax-equivalent book yield, of securities held at
December 31, 2025:

(In thousands)

After One But After Five But
Within One Year Within Five Years Within Ten Years After Ten Years

Available-for-sale: Amount Yield Amount Yield Amount Yield Amount Yield
US Treasury Securities ............... $ 9,952 4.05%8% 5,929 0.95%$% 9,923 1.28%$ — —
Government sponsored

CNECTPIISES cuvvevrenrreereveareereneeans — — — — 2,500 2.00% — —
Small Business Administration

POOIS ..o 8 4.40% 2,749 527% 2,610 4.32% 3,491 5.43%
Mortgage-backed securities ........ 2,377 3.15% 7,089 335% 3,738 3.55% 248,891 3.93%

Corporate and other

SECUIILIES ..vvvveveereecerrerenee — — 1,993 6.39% 5,500 3.44% 13 —
Total investment securities
available-for-sale................. $ 12,338 3.88%$ 17,759 3.19%$ 24,271 2.52%$252,383 3.95%
(In thousands)
After One But After Five But
Within One Year Within Five Years Within Ten Years After Ten Years

Held-to-Maturity: Amount Yield Amount Yield Amount  Yield Amount Yield
Mortgage-backed securities ........ $ 2,613 3.11%$ 39,689 3.25%9$ 6,507 3.29%9$ 44,257 3.28%
State and local government......... 3,002 3.65 25,517 3.43% 47,167 3.55% 26,383 3.30%
Total investment securities

held-to-maturity ............c........ $ 5,616 3.40% $ 64,925 3.32%$ 53,673 3.52%$% 70,921 3.29%

Short-Term Investments

Short-term investments, which consist of federal funds sold, securities purchased under agreements to
resell and interest-bearing deposits, averaged $155.6 million in 2025, compared to $110.9 million in 2024. The
increase in short-term investments in 2025 is primarily due to deposit growth exceeding loan growth, which
resulted in additional cash on hand for short-term investments. We maintain the majority of our short-term
overnight investments in our account at the Federal Reserve rather than in federal funds at various
correspondent banks due to the lower regulatory capital risk weighting. These funds are an immediate source of
liquidity and are generally invested in an earning capacity on an overnight basis.

Deposits and Other Interest-Bearing Liabilities

Deposits. Deposits increased $73.6 million, or 4.4%, to $1.8 billion at December 31, 2025 compared to
$1.7 billion at December 31, 2024. Our pure deposits, which are defined as total deposits less certificates of
deposits, increased $60.1 million, or 4.4%, to $1.44 billion at December 31, 2025 from $1.38 billion at
December 31, 2024. We continue to focus on growing our pure deposits as a percentage of total deposits in
order to better manage our overall cost of funds.

To secure a cost-effective stable funding source, during the third quarter of 2023, we issued $48.2
million in brokered certificates of deposit ranging in terms from six months to three years, with the three year
term callable after six months. We had zero and $10.4 million dollars in brokered deposits at December 31,
2025 and December 31, 2024, respectively.

Total uninsured deposits were $581.3 million and $542.9 million at December 31, 2025 and December 31,
2024, respectively. Included in uninsured deposits at December 31, 2025 and December 31, 2024 were $92.4 million
and $105.8 million of deposits of states or political subdivisions in the U.S., which are secured or collateralized,
respectively. Total uninsured deposits, excluding these deposits that are secured or collateralized, totaled $488.9 million,
or 27.9%, of total deposits at December 31, 2025 and $437.1 million, or 26.1%, of total deposits at December 31, 2024.
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The average balance of all customer deposit accounts at December 31, 2025 was $29 thousand. The
average balance for consumer accounts was $17 thousand and the average balance for non-consumer accounts
was $63 thousand.

The following table sets forth the average deposits by category:

December 31,

2025 2024 2023
Annual Interest Annual Interest Annual Interest

(In thousands) Average Rate Average Rate Average Rate
Demand deposit accounts......... $ 471,703 —% $ 443,571 —% $ 450,177 —%
Interest bearing checking

ACCOUNLS....cvveieeeieeeeiieeennee. 350,844 1.22% 311,101 1.11% 307,415 0.57%
Money market accounts........... 463,405 3.02% 417,178 3.31% 361,994 2.69%
Savings accounts...............e...... 108,379 0.25% 122,473 0.38% 133,010 0.23%
Time deposits........cccceecveeeeennen. 339,463 3.74% 309,509 4.35% 178,339 2.68%
Total deposits........ccccverveeerenen. $ 1,733,794 1.80% $1,593,832 1.96% $1,430,935 1.16%

The uninsured amount of time deposits at December 31, 2025 and 2024 were $47.1 million and $40.8
million, respectively.

A stable base of deposits is expected to continue to be the primary source of funding to meet both our
short-term and long-term liquidity needs in the future. The maturity distribution of time deposits is shown in the
following table.

Maturities of Certificates of Deposit and Other Time Deposit of $250,000 or More
At December 31, 2025, time deposits in excess of the FDIC insurance limit were as follows:

December 31, 2025
After Six
Within  After Three  Through After
Three Through Twelve Twelve
(In thousands) Months  Six Months Months Months Total
Time deposits of $250,000 or more............ $ 44205 § 29,127 $ 27,971 § 508 $101,811

Borrowed funds. Borrowed funds consist of fed funds purchased, securities sold under agreements to
repurchase, FHLB advances and long-term debt. Our long-term debt is a result of issuing $15.0 million in trust
preferred securities. Short-term borrowings in the form of securities sold under agreements to repurchase
averaged $111.9 million, $77.2 million, and $74.6 million during 2025, 2024, and 2023, respectively. The
average rates paid during these periods were 2.42%, 2.83%, and 2.22%, respectively. The balances of securities
sold under agreements to repurchase were $107.2 million and $103.1 million at December 31, 2025 and
December 31, 2024, respectively. The repurchase agreements all mature within one to four days, and are
generally originated with customers that have other relationships with us and tend to provide a stable and
predictable source of funding. Federal funds purchased averaged $11 thousand, $12 thousand, and $1.1 million
during 2025, 2024, and 2023, respectively. The average rates paid during these periods were 9.09%, 4.99%, and
4.73%, respectively. The balances of federal funds purchased were zero at December 31, 2025 and December
31, 2024. As a member of the FHLB, the Bank has access to advances from the FHLB for various terms and
amounts. FHLB advances averaged zero, $54.8 million, and $86.6 million during 2025, 2024, and 2023,
respectively. The average rates paid during these periods were zero, 5.12%, and 5.02%, respectively. During the
twelve months ended December 31, 2024, FHLB advances were reduced from $90.0 million at December 31,
2023 to zero at December 31, 2024, including the prepayment of $35.0 million of FHLB advances resulting in a
loss on early extinguishment of debt of $229 thousand. The balances of FHLB advances were zero and zero at
December 31, 2025 and December 31, 2024, respectively.
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We issued $15.5 million in trust preferred securities on September 16, 2004. During the fourth quarter
0f 2015, we redeemed $500 thousand of these securities. Until the cessation of LIBOR on June 30, 2024, the
securities accrued and paid distributions quarterly at a rate of three month LIBOR plus 257 basis points,
thereafter, such distributions to be paid quarterly transitioned to an adjusted Secured Overnight Financing Rate
(SOFR) index in accordance with the Federal Reserve’s final rule implementing the Adjustable Interest Rate
Act, which is three-month CME Term SOFR plus 257 basis points plus a tenor spread adjustment of 0.26161%.
The remaining debt may be redeemed in full anytime with notice and matures on September 16, 2034. Trust
preferred securities averaged $15.0 million during 2025, 2024, and 2023. The average rates paid during these
periods were 7.16%, 8.13%, and 7.93%, respectively. The balances of trust preferred securities were $15.0
million as of December 31, 2025 and December 31, 2024.

At December 31, 2025 and at December 31, 2024, there were no FHLB advances.
Capital Adequacy and Dividend Policy
Capital Adequacy

Total shareholders’ equity increased $23.1 million, or 16.0%, to $167.6 million at December 31, 2025
from $144.5 million at December 31, 2024. Shareholders’ equity increased to 8.1% of total assets at December
31, 2025 from 7.4% of total assets at December 31, 2024 due to total shareholder’s equity growth of 16.0%
outpacing total asset growth of 5.1%. The $23.1 million increase in shareholders’ equity was due to $19.2
million of net income, $7.1 million of other comprehensive income, $1.2 million of stock-based compensation,
and $386,000 of reinvested dividends, partially offset by $4.8 million of dividends.

On April 20, 2022, we announced that our board of directors approved the repurchase of up to 375,000
shares of our common stock (the “2022 Repurchase Plan”), which represented approximately 5% of our
7,606,172 shares outstanding as of December 31, 2023. We made no repurchases under the 2022 Repurchase
Plan prior to its expiration at the market close on December 31, 2023.

On May 14, 2024, we announced that our board of directors approved a plan to utilize up to $7.1
million of capital to repurchase shares of our common stock (the “2024 Repurchase Plan), which represented
approximately 5.3% of our shareholders’ equity at the time of the announcement. We made no repurchases
under the 2025 Repurchase Plan prior to its expiration at the market close on May 13, 2025.

On May 9, 2025, we announced that our board of directors approved a plan to utilize up to $7.5
million of capital to repurchase shares of our Common Stock (“the 2025 Repurchase Plan”), which represented
approximately 5.0% of our shareholders equity at the time of the announcement. No repurchases have been
made under the 2025 Repurchase Plan. The 2025 Repurchase Plan expires at the market close on May 8, 2026.

During the first two quarters of 2024, we paid a dividend of $0.14 per share of our common stock.
During the second two quarters of 2024 and the first two quarters of 2025, we paid a dividend of $0.15 per
share of our common stock. During the second two quarters of 2025, we paid a dividend of $0.16 per share of
our common stock. On January 28, 2026, we announced a $0.16 per share dividend payable on February 24,
2026 to shareholders of record of our common stock on February 10, 2026.

In addition, we have a dividend reinvestment plan that allows existing shareholders the option of

reinvesting cash dividends as well as making optional purchases of up to $5,000 in the purchase of common
stock per quarter.
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The following table shows the return on average assets (net income divided by average total assets),
return on average equity (net income divided by average equity), and equity to assets ratio for the three years
ended December 31.

2025 2024 2023
Return on average assets........covvierieeriienieeniienieeeeereeee e 0.94% 0.74% 0.68%
Return on average COmMmon EQUILY ........cceevuereereereerueerreeeeeeenseeneeens 12.36% 10.17% 9.59%
EqUity t0 @SSELS TAtI0....cuueivierieeiieieeieieeseesieereeveeeeesaeesseeseeeseeeaeseaens 8.14% 7.38% 7.17%
Dividend Payout Ratio.........c.occuevieniieiiieieiie e 24.70% 31.69% 35.76%

While the Company is currently a small bank holding company and so generally is not subject to Basel
III capital requirements, our Bank remains subject to such capital requirements. See “Supervision and
Regulation—Basel Capital Standards™ for additional information on Basel III and the Dodd-Frank Act.

The Bank exceeded the regulatory capital ratios at December 31, 2025 and 2024, as set forth in the
following table:

Required Actual Excess
(In thousands) Amount % Amount % Amount %
The Bank(®:
December 31, 2025
Risk Based Capital
Tier 1 .o $ 82,058 6.0% $ 179,295 13.1% $ 97,237 7.1%
Total Capital ............... 109,411 8.0% 193,650 14.2% 84,239 6.2%
CET1.coiiiieieeeee 61,544 4.5% 179,295 13.1% 117,751 8.6%
Tier 1 Leverage .............. 82,782 4.0% 179,295 8.7% 96,513 4.7%
December 31, 2024
Risk Based Capital
Tier 1 .o $ 76,653 6.0% $ 164,397 12.9% $ 87,744 6.9%
Total Capital ............... 102,204 8.0% 178,034 13.9% 75,830 5.9%
CET1.cooiiiiiiiiiiiins 57,490 4.5% 164,397 12.9% 106,907 8.4%
Tier 1 Leverage.............. 78,274 4.0% 164,397 8.4% 86,123 4.4%

(M As a small bank holding company, the Company is generally not subject to Basel I1I capital requirements
unless otherwise advised by the Federal Reserve.
@ Required Amounts and Required Ratios do not include the capital conservation buffer of 2.5%.

Dividend Policy

Since we are a bank holding company, our ability to declare and pay dividends is dependent on certain
federal and state regulatory considerations, including the guidelines of the Federal Reserve. The Federal
Reserve has issued a policy statement regarding the payment of dividends by bank holding companies. In
general, the Federal Reserve’s policies provide that dividends should be paid only out of current earnings and
only if the prospective rate of earnings retention by the bank holding company appears consistent with the
organization’s capital needs, asset quality and overall financial condition. The Federal Reserve’s policies also
require that a bank holding company serve as a source of financial strength to its subsidiary banks by standing
ready to use available resources to provide adequate capital funds to those banks during periods of financial
stress or adversity and by maintaining the financial flexibility and capital-raising capacity to obtain additional
resources for assisting its subsidiary banks where necessary. In addition, under the prompt corrective action
regulations, the ability of a bank holding company to pay dividends may be restricted if a subsidiary bank
becomes undercapitalized. These regulatory policies could affect our ability to pay dividends or otherwise
engage in capital distributions.
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Because the Company is a legal entity separate and distinct from the Bank and does not conduct stand-
alone operations, the Company’s ability to pay dividends depends on the ability of the Bank to pay dividends to
the Company, which is also subject to regulatory restrictions. As a South Carolina-chartered bank, the Bank is
subject to limitations on the amount of dividends that it is permitted to pay. Unless otherwise instructed by the
S.C. Board, the Bank is generally permitted under South Carolina state banking regulations to pay cash
dividends of up to 100% of net income in any calendar year without obtaining the prior approval of the S.C.
Board. In addition, the Bank must maintain a capital conservation buffer, above its regulatory minimum capital
requirements, consisting entirely of Common Equity Tier 1 capital, in order to avoid restrictions with respect to
its payment of dividends to First Community Corporation. The FDIC also has the authority under federal law to
enjoin a bank from engaging in what in its opinion constitutes an unsafe or unsound practice in conducting its
business, including the payment of a dividend under certain circumstances.

Liquidity Management

Liquidity management involves monitoring sources and uses of funds in order to meet our day-to-day
cash flow requirements while maximizing profits. Liquidity represents our ability to convert assets into cash or
cash equivalents without significant loss and to raise additional funds by increasing liabilities. Liquidity
management is made more complicated because different balance sheet components are subject to varying
degrees of management control. For example, the timing of maturities of the investment portfolio is very
predictable and subject to a high degree of control at the time investment decisions are made. However, net
deposit inflows and outflows are far less predictable and are not subject to nearly the same degree of control.
Asset liquidity is provided by cash and assets which are readily marketable, or which can be pledged or will
mature in the near future. Liability liquidity is provided by access to core funding sources, principally the ability
to generate customer deposits in our market area. In addition, liability liquidity is provided through the ability to
borrow against approved lines of credit (federal funds purchased) from correspondent banks, to borrow on a
secured basis through the Federal Reserve Discount Window, and to borrow on a secured basis through
securities sold under agreements to repurchase. Furthermore, the Bank is a member of the FHLB and has the
ability to obtain advances for various periods of time. These advances are secured by eligible securities pledged
by the Bank or assignment of eligible loans within the Bank’s portfolio.

To secure a cost-effective stable funding source, during the third quarter of 2023, we issued $48.2
million in brokered certificates of deposit ranging in terms from six months to three years, with the three-year
term callable after six months. Brokered certificates of deposit totaled zero and $10.4 million in brokered
deposits as of December 31, 2025 and December 31, 2024, respectively. The $10.4 million in brokered deposits
had a maturity date of July 31, 2025 with an interest rate of 4.70%. We believe that we have ample liquidity to
meet the needs of our customers through our low cost deposits, our ability to issue brokered deposits, our ability
to borrow against approved lines of credit (federal funds purchased) from correspondent banks, our ability to
borrow on a secured basis through the Federal Reserve Discount Window, and our ability to obtain advances
secured by certain securities and loans from the FHLB.

We generally maintain adequate liquidity and adequate capital, which along with continued retained
earnings, we believe will be sufficient to fund the operations of the Bank for at least the next 12 months.
Furthermore, we believe that we will have access to adequate liquidity and capital to support the long-term
operations of the Bank.

On June 1, 2022, we reclassified $224.5 million in investments to held-to-maturity (HTM) from
available-for-sale (AFS). These securities were transferred at fair value at the time of the transfer, which
became the new cost basis for the securities held to maturity. The pretax unrealized net holding loss on the
available-for-sale securities on the date of transfer totaled approximately $16.7 million, and continued to be
reported as a component of accumulated other comprehensive loss. This net unrealized loss is being amortized
to interest income over the remaining life of the securities as a yield adjustment. There were no gains or losses
recognized as a result of this transfer. The remaining pretax unrealized net holding loss on these investments
was $10.6 million ($8.4 million net of tax) at December 31, 2025. The remaining pretax unrealized net holding
loss on these investments was $12.3 million ($9.7 million net of tax) at December 31, 2024. Our HTM
investments totaled $195.1 million and represented approximately 39.6% of our total investments at December
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31, 2025. Our AFS investments totaled $294.1 million or approximately 59.8% of our total investments at
December 31, 2025. Our investments at cost totaled $2.9 million or approximately 0.6% of our total
investments at December 31, 2025. The unrealized losses on our investment securities are related to an increase
in market interest rates, which has a temporary negative impact on the fair value of our investment securities
portfolio and on accumulated other comprehensive income (loss), which is included in shareholders’ equity.

The Bank maintains federal funds purchased lines in the total amount of $102.5 million with four
financial institutions and $10.0 million through the Federal Reserve Discount Window. We utilized none of our
federal funds purchased lines at December 31, 2025 or 2024. The FHLB of Atlanta has approved a line of credit
of up to 25.00% of the Bank’s total assets, which, when utilized, is collateralized by a pledge against specific
investment securities and/or eligible loans. We had zero in FHLB advances at December 31, 2025 and 2024,
respectively. At December 31, 2025, we have remaining credit availability under this facility in excess of
$619.6 million, subject to collateral requirements. Combined, we have total remaining credit availability,
subject to collateral requirements, in excess of $732.1 million as compared to uninsured deposits excluding
deposits of states or political subdivisions in the U.S., which are secured or collateralized, of $488.9 million as
previously noted.

Through the operations of our Bank, we have made contractual commitments to extend credit in the
ordinary course of our business activities. These commitments are legally binding agreements to lend money to
our customers at predetermined interest rates for a specified period of time. At December 31, 2025, we had
issued commitments to extend unused credit of $211.2 million, including $69.0 million in unused home equity
lines of credit, through various types of lending arrangements. At December 31, 2024, we had issued
commitments to extend unused credit of $180.2 million, including $63.6 million in unused home equity lines of
credit, through various types of lending arrangements. We evaluate each customer’s credit worthiness on a case-
by-case basis. The amount of collateral obtained, if deemed necessary by us upon extension of credit, is based
on our credit evaluation of the borrower. Collateral varies but may include accounts receivable, inventory,
property, plant and equipment, commercial and residential real estate. We manage the credit risk on these
commitments by subjecting them to normal underwriting and risk management processes.

We regularly review our liquidity position and have implemented internal policies establishing
guidelines for sources of asset-based liquidity and evaluate and monitor the total amount of purchased funds
used to support the balance sheet and funding from noncore sources.

Off-Balance Sheet Arrangements

In the normal course of operations, we engage in a variety of financial transactions that, in accordance
with GAAP, are not recorded in the financial statements, or are recorded in amounts that differ from the
notional amounts. These transactions involve, to varying degrees, elements of credit, interest rate, and liquidity
risk. Such transactions are used by the company for general corporate purposes or for customer needs.
Corporate purpose transactions are used to help manage credit, interest rate, and liquidity risk or to optimize
capital. Customer transactions are used to manage customers’ requests for funding. Please refer to Note 15 of
our financial statements for a discussion of our off-balance sheet arrangements.

Impact of Inflation

Unlike most industrial companies, the assets and liabilities of financial institutions such as the
Company and the Bank are primarily monetary in nature. Therefore, interest rates have a more significant effect
on our performance than do the effects of changes in the general rate of inflation and changes in prices. In
addition, interest rates do not necessarily move in the same direction or in the same magnitude as the prices of
goods and services. However, we are not immune from changes occurring in inflation, which risks include a
decrease in demand for new mortgage loan and commercial real estate loan originations and refinancings, an
increase in competition for deposits, and an increase in non-interest expenses, which may have an adverse
impact on our financial performance. As discussed previously, we continually seek to manage the relationships
between interest sensitive assets and liabilities in order to protect against wide interest rate fluctuations,
including those resulting from inflation.
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Item 7A. Quantitative and Qualitative Disclosures About Market Risk
Not Applicable
Item 8. Financial Statements and Supplementary Data.

Additional information required under this Item 8 may be found under the accompanying Financial
Statements and Notes to Financial Statements under Note 26.

MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

Our management is responsible for establishing and maintaining adequate internal control over
financial reporting. Internal control over financial reporting is defined in Rule 13a-15(f) promulgated under the
Securities Exchange Act of 1934 as a process designed by, or under the supervision of, our principal executive
and principal financial officers and effected by our board of directors, management and other personnel, to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with U.S. generally accepted accounting principles and includes
those policies and procedures that:

*  Pertain to the maintenance of records that in reasonable detail accurately and fairly reflect the
transactions and dispositions of our assets;

*  Provide reasonable assurance that transactions are recorded as necessary to permit preparation of
financial statements in accordance with U.S. generally accepted accounting principles, and that our
receipts and expenditures are being made only in accordance with authorizations of our management
and directors; and

*  Provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use
or disposition of our assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Projections of any evaluation of effectiveness to future periods are subject to the risk that
controls may become inadequate because of changes in conditions, or that the degree of compliance with the
policies or procedures may deteriorate.

Our management assessed the effectiveness of our internal control over financial reporting as of
December 31, 2025. In making this assessment, our management used the criteria set forth by the Committee of
Sponsoring Organizations of the Treadway Commission (“COSO”) in Internal Control—Integrated Framework
issued in 2013.

Based on that assessment, we believe that, as of December 31, 2025, our internal control over financial
reporting is effective based on those criteria.

/s/ Michael C. Crapps /s/ D. Shawn Jordan

Chief Executive Olfficer and President Executive Vice President and Chief Financial Officer
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Report of Independent Registered Public Accounting Firm
To the Shareholders and the Board of Directors of First Community Corporation:
Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheets of First Community Corporation (the
“Company”) as of December 31, 2025 and 2024, the related consolidated statements of income, comprehensive
income, changes in shareholders’ equity and cash flows for each of the three years in the period ended
December 31, 2025, and the related notes to the consolidated financial statements (collectively, the “financial
statements”). In our opinion, the financial statements present fairly, in all material respects, the financial
position of the Company as of December 31, 2025 and 2024, and the results of its operations and its cash flows
for each of the three years in the period ended December 31, 2025, in conformity with accounting principles
generally accepted in the United States of America.

Basis for Opinion

These financial statements are the responsibility of the Company’s management. Our responsibility is to express
an opinion on the Company’s financial statements based on our audit. We are a public accounting firm
registered with the Public Company Accounting Oversight Board (United States) (PCAOB) and are required to
be independent with respect to the Company in accordance with U.S. federal securities laws and the applicable
rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement, whether due to error or fraud. The Company is not required to have, nor were we engaged to
perform, an audit of its internal control over financial reporting. As part of our audit we are required to obtain
an understanding of internal control over financial reporting but not for the purpose of expressing an opinion on
the effectiveness of the Company’s internal control over financial reporting. Accordingly, we express no such
opinion.

Our audit included performing procedures to assess the risks of material misstatement of the financial
statements, whether due to error or fraud, and performing procedures that respond to those risks. Such
procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the financial
statements. Our audit also included evaluating the accounting principles used and significant estimates made by
management, as well as evaluating the overall presentation of the financial statements. We believe that our
audits provide a reasonable basis for our opinion.

Critical Audit Matters

The critical audit matters communicated below are matters arising from the current period audit of the financial
statements that were communicated or required to be communicated to the audit committee and that: (1) relate
to accounts or disclosures that are material to the financial statements and (2) involved our especially
challenging, subjective or complex judgments. The communication of critical audit matters does not alter in any
way our opinion on the financial statements, taken as a whole, and we are not, by communicating the critical
audit matters below, providing separate opinions on the critical audit matters or on the accounts or disclosures
to which they relate.

Allowance for Credit Losses

As described in Note 2 and Note 4 of the financial statements, the Company reported a loan portfolio, net of
deferred fees, of approximately $1.3 billion and related allowance for credit losses (“ACL”) of approximately
$13.8 million as of December 31, 2025. Expected credit losses are measured on a collective basis using a non-
discounted cash flow methodology with probability of default (“PD”) and loss given default (“LGD”) for all
loan segments.
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Loans not sharing similar risk characteristics are evaluated on an individual basis. Due to the minimal amount
of default activity and limited charge-off history, the Company has elected to use index PDs and LGDs
comprised of rates derived from other community banks in place of the Company’s historical PDs and LGDs.
The Company utilizes reasonable and supportable forecasts of future economic conditions when estimating the
allowance for credit losses on loans. The calculation includes a 12-month PD forecast based on the peer index
regression model comparing peer defaults to the national unemployment rate, followed by a straight-line
reversion to long term historical peer loss rates over a 12-month period. Additionally, the allowance for credit
losses calculation includes subjective adjustments for qualitative risk factors that are likely to cause estimated
credit losses to differ from historical experience.

We identified the Company’s estimate of the allowance for credit losses as a critical audit matter. The principal
considerations for our determination of the allowance for credit losses as a critical audit matter related to the
high degree of subjectivity in the Company’s judgments in determining the qualitative factors, model
assumptions, forecasts and forecasting periods. Auditing these complex judgments and assumptions by the
Company involves especially challenging auditor judgment due to the nature and extent of audit evidence and
effort required to address these matters, including the extent of specialized skill or knowledge needed. The
primary procedures we performed to address this critical audit matter included the following:

*  We obtained an understanding of the Company’s process for establishing the ACL, including the basis
for development and related adjustments of the qualitative factor components of the ACL.

+  Evaluated the relevance and reasonableness of key assumptions by assessing portfolio segmentation,
credit quality indicators, current credit conditions, and the incorporation of reasonable and supportable
economic forecasts.

*  Tested the completeness and accuracy of significant estimate inputs by verifying loan-level data, non-
discounted cash flow model inputs, and macroeconomic variables used to generate forecasted
scenarios and qualitative overlays.

*  Recalculated historical loss rates, regression-based factors, and a sample of loan-level non-discounted
cash flows.

»  Evaluated the reasonableness of assumptions and data used by the Company in developing qualitative
factors by comparing these data points to internally developed and third-party sources, as well as other
audit evidence gathered.

*  Evaluated the reasonableness of forward-looking forecasts by comparing forecasted macroeconomic
variables and scenario weightings to third-party forecasts, independently recalculating model-
generated forecast factors.

*  Evaluated subsequent events and transactions and considered whether those events and transactions
corroborated or contradicted the Company’s estimate of ACL.

/s/ Elliott Davis, LLC
Firm ID: 149
We have served as the Company’s auditor since 2006.

Charleston, South Carolina
March 16, 2026
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FIRST COMMUNITY CORPORATION

Consolidated Balance Sheets

December 31,

(Dollars in thousands, except par values) 2025 2024
ASSETS
Cash and due from DAnKS.........c.oooviiiiiiiiiiciceeee e $ 23,876 $ 26,373
Interest-bearing bank balances ............ccovcverierieiieiiieieeeee e 137,184 123,455
Investment securities available-for-sale..........c....ooeiiiiiiiiiiiiiiiiieeeeeeeee 294,109 279,582
Investment securities held-to-maturity, fair value of $188,563 and $196,040 at
December 31, 2025 and December 31, 2024, respectively, net of allowance
for credit 10SSES-TNVESTIMENLS ........ccuveiiieiiieieieee ettt eaeee e 195,116 209,413
Other INVESTMENTS, At COSE....oiiiiiriiiireieeiiiiee e et e e e e e eaeeeeeareeeennneeeeenees 2,942 2,679
L0ans held-fOr-Sale...........ccueiiiiiiiiieiieecee e e, 10,737 9,662
Loans held-for-INVEStMENt .............ccocviiiiiiuiiieeeee e, 1,311,019 1,220,542
Less, allowance for Credit 10SSES .....couvvviiiuriieeieieeeeeee e, 13,806 13,135
Net loans held-for-INVEStMENt .............cccueeeiiiiieieeiiieeeeee e 1,297,213 1,207,407
Property and equipment - Net.........ccoeiieiieiiiiieeeieeee e 29,342 29,975
Lease right-0f-USE @SSCL ......c.eevviiriiieriiecieeeiie ettt ere e sae e ve e s ae e ebee e 2,192 2,477
Bank owned [Ife INSUTANCE. ........c.uviiiiiiiiiiiiie ettt e e eaae e sees 31,801 30,973
Other real €State OWNEA .........ooviieiiieieeeee e e 168 543
INtANGIDIC ASSELS...uvieuvieeiiiiieiieie ettt ettt ettt e e ta et e e beesbeesbessaesreens 289 446
GOOAWIIL ...ttt ettt ettt et v e e teeeveeeaaeeevee e 14,637 14,637
(011415 g 1T ] - F TR 18,126 20,399
TOLAL ASSELS ..ttt ettt et e et e et e et e e e eae et $ 2,057,732 $1,958,021
LIABILITIES
Deposits:
NON-INEETESt DEATING......c.vevieviieeietiieeietiieeeet ettt ss e b re s $ 467265 $ 462,717
INEETESt DEATING ... ettt ettt 1,282,279 1,213,184
TOtAl dEPOSIES...eeeeeeietieti ettt ettt ettt et st sbe e 1,749,544 1,675,901
Securities sold under agreements to TEPUIChaSe .........ccceeeeeeiierienienene e, 107,189 103,110
Junior subordinated deDr........cccouviiiieiiiiiiie s 14,964 14,964
Lease HHADIIILY ..ouvveiiieiiciiiciicceceee ettt et ene s 2,373 2,646
OFher HADIIITIES .....veeiieeeeie et ea e s eaae e e eaaeeeeenees 16,105 16,906
TOtal HADIIITIES ....oovveieeceeeeee e et e eeenaeee e e 1,890,175 1,813,527
Commitments and Contingencies (Note 15)
SHAREHOLDERS’ EQUITY
Preferred stock, par value $1.00 per share; 10,000,000 shares authorized; none
issued and OULStANAING .....ccverueeiiieiiee et — —
Common stock, par value $1.00 per share; 20,000,000 shares authorized; issued
and outstanding 7,693,215 at December 31, 2025, and 7,644,424 at
DecemDbBEr 31, 2024 ..o et 7,693 7,644
Nonvested restricted stock and StOCK UNIES .....c...eevvvuvieeiiiieiiieeeeceeeeeeeeee e, 3,065 2,639
Additional paid in CaPItal .......cceevvieciiiieiieriee e 94,909 93,834
REtained CAIMINGS .......eecvieieiiieiieieeie ettt ettt ettt eeeaesaaesseesseenseenne s 80,291 65,836
Accumulated other comprehensive 10SS ........cccvevveriieiieienieeeeee e, (18,401) (25,459)
Total shareholders’ eqUItY .........cooveeririiiieniee e, 167,557 144,494
Total liabilities and shareholders’ eqUity.........ccceceevreierienieieee e, $ 2,057,732  $1,958,021

See Notes to Consolidated Financial Statements
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FIRST COMMUNITY CORPORATION

Consolidated Statements of Income

Year Ended December 31,
(Dollars in thousands except per share amounts) 2025 2024 2023
Interest income:
Loans, including fe€s .........ccecvvuivveiiicieiiiiieeeeieeeeeeee e $ 73,655 $ 66431 $ 52,317
Investment securitieS—taxable ............ooovveeieeieieeeiiieeeeeee e 15,548 16,084 16,715
Investment securities—non-taxable ..........cooovvvvviiiiiiiiiiiiiieeeeeeeeeeeee. 1,378 1,420 1,471
Other short-term investments and CDS .......ccc.coeeviivieiiieieeeeeiiieeeeee. 6,473 5,487 2,194
Total INTEreSt INCOIME ....vvvveeiiiieieiiieeeee e e e 97,054 89,422 72,697
Interest expense:
DIEPOSIES. ..vvivieieieitieteete et et e ettt eereees e e e e s e e teebeesseeraesraesaeebeenneennens 31,247 31,173 16,563
Securities sold under agreement to repurchase ...........ccccoeeevveveennenen. 2,713 2,183 1,658
Other bOrrowed MONECY ......ceevveerieeriieiieieiiereerie et eeeeee e saeesae e e 1,072 4,026 5,584
Total INtErESt EXPEISE ..vvverrieerieereeiiesrierieeteeteeeeeeeeesseereesseessesenenenas 35,032 37,382 23,805
NEt INLETESE INCOME ..ot 62,022 52,040 48,892
Provision for credit 10SSES......cuvvvieiuiieeeeiieeeeeeee e 770 809 1,129
Net interest income after provision for credit losses.................. 61,252 51,231 47,763
Non-interest income:
Deposit SEIVICE ChAIZES .. ..ccueervieiieieeiieeiieeiesieeree e 922 952 963
Mortgage banking iNCOME.........cc.eeruerrirreerieriereeene et seeeseeeens 3,270 2,368 1,406
Investment advisory fees and non-deposit commissions.................... 7,565 6,181 4,511
L0ss 0n sale 0f SECUTTHIES.......ccuveeirieiiieeiie et eeee e — — (1,249)
Gain on sale of other real estate owned..........ccccooveeeiiieiieciiccnieenn. 127 — 151
Loss on sale of 0ther assets ........ccceevevvieriiicieiieiieseee e — %) —
Other NON-TECUITING INCOME ......ecvverieiiererresieseierieeeeeeeeeeseeenseenseens 190 105 121
OURET .o e et et erea s 4,871 4,403 4,518
Total NON-INtEreSt INCOME .......uvveeeereeeeereeeeereeeeeeeeeeereeeeereeeeeneens 16,945 14,004 10,421
Non-interest expense:
Salaries and employee benefits .........ccocceveevierieiieiieeieeeeeeeeen 31,949 29,263 25,864
OCCUPANCY ..ttt ettt et ettt ete et e st e st esbe e bt e aeeneesneesneesseenneeneeans 3,142 3,094 3,157
EQUIPIMENT ..coeiiiiiieieecieeee ettt 1,552 1,451 1,566
Marketing and public relations...........c.occvvveeereerieniecie e 1,821 1,511 1,496
FDIC InSUrance asSESSIMENTS ..........ccuveeeeuveeeeieeeeiieeeeenreeeeereeeenneeeens 1,117 1,177 904
Other real estate eXpense (INCOME) ......eevvevvereereereerieereeeeseeseesens 138 103 (112)
Amortization of INtan@ibles.........c.cecvevierieiirieiiereee e 158 158 158
IMLEIZET ..ttt ettt ettt ettt st sttt e st e e s 1,264 — —
(0111 T3 SRR 12,197 10,708 10,111
Total NON-INLEIESt EXPEINSE ...euveeuveeneeeiieriierieeee e eice st eeeeee e seeeeeas 53,338 47,465 43,144
Net INCOME DEFOIE taX ... .eiiiiiiiiieiieee e 24,859 17,770 15,040
INCOME tAX EXPENSE ...vvererreerieeiieeiieeieeeiteeeteeeteesreesreessreessseessseessseenns 5,654 3,815 3,197
NEtIMCOMIE ..ottt $ 19205 § 13,955 § 11,843
Basic earnings per common Share ............ccoceoeeveeerieveeereereeereeeeeerenes $ 251 $ 1.83 § 1.56
Diluted earnings per cOmmon Share ...............ccccoeveveveeeeerereeeererenennnns $§ 247 § 181 § 155

See Notes to Consolidated Financial Statements
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FIRST COMMUNITY CORPORATION

Consolidated Statements of Comprehensive Income

Year ended December 31,

(Dollars in thousands) 2025 2024 2023
INEE INCOMIE. ...ttt ettt et e e eaesaeeaeas $ 19205 $ 13,955 $ 11,843
Other comprehensive income:
Unrealized gain during the period on available for sale securities,
net of tax expense of $1,533, $215, and $501, respectively ........... 5,767 1,370 1,884
Reclassification adjustment for hedge-related loss included in net
income, net of tax benefit of $9, $0, and $0, respectively .............. 34) — —
Reclassification adjustment for loss on sale of available-for-sale
securities included in net income, net of tax benefit of $0, $0, and
$262, T€SPECHIVELY ..ottt — — 987
Reclassification adjustment for amortization of unrealized losses on
securities transferred from available-for-sale to held-to-maturity,
net of tax expense of $352, $362, and $352, respectively .............. 1,325 1,362 1,324
Other comprehensive INCOME .......evvereerierieiieie et 7,058 2,732 4,195
Comprehensive iNCOME .........ocvcvevievevieiieeieiiereeeeeeteee e $ 26263 $ 16,687 $ 16,038

See Notes to Consolidated Financial Statements
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FIRST COMMUNITY CORPORATION

Consolidated Statements of Changes in Shareholders’ Equity

Common Stock Nonvested Accumulated
Number Additional Restricted Other
Shares Common  Paid-in Stock and  Retained Comprehensive

(Dollars and shares in thousands) Issued Stock Capital Stock Units  Earnings _ Income (Loss) Total
Balance, December 31,2022........................ 7,578 % 7,578 § 92,683 $ 1,461 $ 49,025 $ (32,386) $ 118,361
NEt INCOME ...t — — — — 11,843 — 11,843
Adoption of ASU 2016-13 net of tax benefit

OF 890 ..o — — — — (337) — (337)
Other comprehensive income net of tax

benefit of $1,115 ..o — — — — — 4,195 4,195
Issuance of restricted Stock ..........ccoevvreeeenene. 8 8 146 (154) — — —
Issuance of common stock-deferred

COMPENSALION ....euveeirenieeieieeeieeeicseee e 2 2 39 (69) — — (28)
Grant of restricted stock units.............c.ee...... — — — 180 — — 180
Amortization of compensation on restricted

SEOCK et — — — 763 — — 763
Shares forfeited .........coceeeeenireenncne (6) (6) (115) — — — (121)
Dividends: Common ($0.56 per share)... — — — — (4,235) — (4,235)
Dividend reinvestment plan ............. 24 24 414 — — — 438
Balance, December 31,2023........................ 7,606 8 7,606 § 93,167 § 2,181 $ 56,296 $ (28,191) $ 131,059
NEt INCOME ...t — — — — 13,955 — 13,955
Other comprehensive income net of tax

expense of $577 ............. — — — — — 2,732 2,732
Issuance of restricted stock 14 14 231 (245) — — —
Issuance of common stock-deferred

compensation ................. 9 9 160 (273) — — (104)
Grant of restricted stock units..........c.coeveueece — — — 160 — — 160
Amortization of compensation on restricted

stock — — — 816 — — 816
Shares forfeite 7 7 (112) — — — (119)
Dividends: Common ($0.58 per share).......... — — — — (4,415) — (4,415)
Dividend reinvestment plan ..........c...ccceeneee. 22 22 388 — — — 410
Balance, December 31,2024........................ 7,6448 77,6448 93834 § 2,639 $ 65,836 $ (25,459) $ 144,494
NEtINCOME ..o — — — — 19,205 — 19,205
Other comprehensive income net of tax

expense 0f $1,876 ..covvvvureeeeeinrceeene — — — — — 7,058 7,058
Stock-based compensation..........c.c.oeveueunee. 37 37 701 426 — — 1,164
Dividends: Common ($0.62 per share).......... — — — — (4,750) — (4,750)
Dividend reinvestment plan ...........c.cccoeveuenee 12 12 374 — — — 386
Balance, December 31, 2025........................ 76938 76938 94909 $ 3,065 $§ 80,291 $ (18,401) $ 167,557

See Notes to Consolidated Financial Statements
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FIRST COMMUNITY CORPORATION

Consolidated Statements of Cash Flows

Year Ended December 31,
(Amounts in thousands) 2025 2024 2023
Cash flows from operating activities:
NEE INCOIMIE ...ttt ettt ee et eee et s et eseesenseaensenennenan $ 19,205  $ 13,955  § 11,843
Adjustments to reconcile net income to net cash provided in operating
ACTIVILIES 1.ttt sttt sttt ettt
DIEPIECIALION. ..ttt bbbt 1,713 1,706 1,760
Net premium amortization AFS. . (2,902) (3,136) (2,507)
Net premium amortization HTM..........ccceiieinieiinieiieieeieieeeee e (698) (626) (575)
Provision for Credit IOSSES .......cviviiivievieerieieireete ettt ettt et 770 809 1,129
Write-downs of other real estate owned 125 79 44
Gain on sale of other real estate owned 127) — (151)
Originations of HFS loans (115,479) (79,376) (50,253)
Sales of HFS loans............ 117,659 76,497 49,004
Gain on sale of HFS loans... (3,255) (2,350) (1,405)
Amortization of intangibles. . 158 158 158
Loss on sale of securities.................... . — — 1,249
Loss on fair value of equity investments... . 2) (20) (19)
Accretion on acquired loans.............. . — — 81)
Loss on sale of other assets . " — 5 —
Stock-based compensation .......... . 1,164 753 794
Decrease (increase) in Other aSSets...........ceevririeueueueenirieeeiereereeeereeereereeeene 1,483 1,302 (1,628)
(Decrease) increase in other lHabilities ..........cocvvveerieerierineieeieeeeseesiean (1,125) 1,868 3,658
Net cash provided by operating aCtivities ...........ceceeveverererieereenieenieinerenens 18,689 11,624 13,020
Cash flows from investing activities:
Proceeds from sale of securities available-for-sale .............c.ccoeevvevriveireereennennn. — — 38,662
Purchase of investment securities available-for-sale... (42,539) (17,733) (6,025)
(Purchase) sale of other investment securities (303) 1,766 (2,589)
Maturity/call of investment securities available-for-sale ... 38,259 27,628 21,891
Maturity/call of investment securities held-to-maturity . 14,999 8,391 12,074
Increase in loans (90,528) (86,588) (153,029)
Proceeds from sale of other real estate owned . 377 — 419
Purchase of property and equipment ............. . (1,110) (1,097) (1,071)
Net disposal of property and equIPMent.........cocevueerieirenineerieeieereeree e 30 — —
Net cash used by invVesting aCtiVities ..........cceevrerirerieerieinieieeeeeee e (80,815) (67,633) (89,668)
Cash flows from financing activities:
Increase in deposit accounts . 73,643 164,900 125,619
Decrease in federal funds borrowed............... . — — (22,000)
Advances from the Federal Home Loan Bank ................... . — — 289,000
Repayment of advances from the Federal Home Loan Bank ............. — (90,000) (249,000)
Increase (decrease) in securities sold under agreements to repurchase .. . 4,079 40,247 (5,880)
Proceeds from dividend reinvestment plan ...........cccccceeveeveircnnienene. " 386 410 438
Dividends paid on common stock ...... (4,750) (4,415) (4,235)
Net cash provided by financing activities. . 73,358 111,142 133,942
Net increase in cash and cash equivalents...........cococoveeerinnneeernnnecccene 11,232 55,133 57,294
Cash and cash equivalents at beginning of year..........c.cocccveeereneenienecneenes 149,828 94,695 37,401
Cash and cash equivalents at end of year...................ccccoeveveieiriiiriecreenne $ 161,060 $ 149,828  $ 94,695
Supplemental disclosure:
Cash paid during the period for: interest ............coveeeeceeueirnnniccieeeereeceee $ 33,783  § 33235  $ 20,750
TNCOME TAXES ..ot eeeeeeeeeeeeeeeeeteee et eseteseeseseesesestenessensesesesensesessenens $ 5504 $ 3,761 $ 3,574
Non-cash investing and financing activities:
Unrealized gain on securities available-for-sale, net of taX...........ccceceeereennne. $ 7,300 $ 1,370  $ 2,871
Adoption of ASU 2016-13 (CECL transition) . — 3 — 3 337
Transfer of loans to other real estate OWNEd ..........ccoveevrirverieerrieieieeirieenn, $ — 3 44
Recognition of operating lease right of use asset........c.coevvverreneincineninnns $ — S — 3 835
Recognition of operating lease liability . — S — 3 835
Termination of operating lease right 0f use asset .........cocveveveerririeecrnnnnene $ $ 476  § —
Termination of operating lease lHability ...........cccoceeeeniniiieeeeeeeeeees $ — S 510§ —

See Notes to Consolidated Financial Statements
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FIRST COMMUNITY CORPORATION
Notes to Consolidated Financial Statements
Note 1—ORGANIZATION AND BASIS OF PRESENTATION

The consolidated financial statements include the accounts of First Community Corporation (the
“Company”) and its wholly owned subsidiary, First Community Bank (the “Bank’’). The Company owns all of
the common stock of FCC Capital Trust I. All material intercompany transactions are eliminated in
consolidation. The Company was organized on November 2, 1994, as a South Carolina corporation, and was
formed to become a bank holding company. The Bank opened for business on August 17, 1995. FCC Capital
Trust I is an unconsolidated special purpose subsidiary organized for the sole purpose of issuing trust preferred
securities.

Note 2—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Use of Estimates

The financial statements are prepared in accordance with accounting principles generally accepted in
the United States of America. These principles require management to make estimates and assumptions that
affect the amounts reported in the financial statements and accompanying notes. Actual results could differ from
those estimates.

Material estimates that are particularly susceptible to significant change relate to the determination of
the allowance for credit losses. The estimation process includes management’s judgment as to future losses on
existing loans based on an internal review of the loan portfolio, including an analysis of the borrower’s current
financial position, the consideration of current and anticipated economic conditions and the effect on specific
borrowers. In determining the collectability of loans management also considers the fair value of underlying
collateral. Various regulatory agencies, as an integral part of their examination process, review the Company’s
allowance for credit losses. Such agencies may require the Company to recognize additions to the allowance
based on their judgments about information available to them at the time of their examination. Because of these
factors it is possible that the allowance for credit losses could change materially.

Cash and Cash Equivalents

Cash and cash equivalents consist of cash on hand, due from banks, interest-bearing bank balances,
federal funds sold and securities purchased under agreements to resell. Generally federal funds are sold for a
one-day period and securities purchased under agreements to resell mature in less than 90 days.

Investment Securities

Investment securities are classified as either held-to-maturity, available-for-sale or trading securities.
In determining such classification, securities that the Company has the positive intent and ability to hold to
maturity are classified as held-to maturity and are carried at amortized cost. Securities classified as available-
for-sale are carried at estimated fair values with unrealized gains and losses included in shareholders’ equity on
an after-tax basis. Trading securities are carried at estimated fair value with unrealized gains and losses included
in non-interest income (See Note 3).

Gains and losses on the sale of available-for-sale securities and trading securities are determined using
the specific identification method. Declines in the fair value of individual held-to-maturity and available-for-
sale securities below their cost that are judged to be due to credit impairment are written down to fair value and
charged to income in the Consolidated Statements of Income.

Premiums are recognized in interest income using the effective interest method over the period to the
earliest call date. Discounts are recognized in interest income using the effective interest method to maturity.
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Note 2—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Other Investments, At Cost

Equity Securities without readily determinable fair values include Federal Home Loan Bank (“FHLB”)
of Atlanta capital stock and various other non-marketable equity investments. Investment in the FHLB of
Atlanta is a condition of borrowing from the FHLB of Atlanta. FHLB stock is carried at cost and periodically
evaluated for impairment based on an assessment of the ultimate recovery of par value. Both cash and stock
dividends are reported as interest income. At December 31, 2025 and 2024, the Company’s investment in
FHLB stock was $1.4 million and $1.3 million, respectively. Dividends received on other investments, at cost
are reported as interest income.

Allowance for Credit Losses on Held-to-Maturity Securities

Management measures expected credit losses on held-to-maturity debt securities on a collective basis
by major security type. Accrued interest receivable on held-to-maturity debt securities totaled $1.3 million at
December 31, 2025 and 2024 and was excluded from the estimate of credit losses. The held-to-maturity
portfolio consists of mortgage-backed and municipal securities. Securities are generally rated BBB- or higher.
Securities are analyzed individually to establish a CECL reserve.

The estimate of expected credit losses is primarily based on the ratings assigned to the securities by
debt rating agencies and the average of the annual historical loss rates associated with those ratings. The
Company then multiplies those loss rates, as adjusted for any modifications to reflect current conditions and
reasonable and supportable forecasts as considered necessary, by the remaining lives of each individual security
to arrive at a lifetime expected loss amount. Management classifies the held-to-maturity portfolio into the
following major security types: mortgage-backed securities or state and local governments.

All the mortgage-backed securities (“MBS”) held by the Company are issued by government-
sponsored corporations. These securities are either explicitly or implicitly guaranteed by the U.S. government,
are highly rated by major rating agencies and have a long history of no credit losses. As a result, no allowance
for credit losses was recorded on held-to-maturity MBS at December 31, 2025 and December 31, 2024. The
Company does record an allowance for credit losses on state and local government securities in the held-to-
maturity portfolio, all of which are highly rated by major rating agencies.

Allowance for Credit Losses on Available-for-Sale Securities

For available-for-sale securities, management evaluates all investments in an unrealized loss position
on a quarterly basis, or more frequently when economic or market conditions warrant such evaluation. If the
Company has the intent to sell the security or it is more likely than not that the Company will be required to sell
the security, the security is written down to fair value and the entire loss is recorded in earnings.

If either of the above criteria is not met, the Company evaluates whether the decline in fair value is the
result of credit losses or other factors. In making the assessment, the Company may consider various factors
including the extent to which fair value is less than amortized cost, performance on any underlying collateral,
downgrades in the ratings of the security by a rating agency, the failure of the issuer to make scheduled interest
or principal payments and adverse conditions specifically related to the security. If the assessment indicates that
a credit loss exists, the present value of cash flows expected to be collected are compared to the amortized cost
basis of the security and any excess is recorded as an allowance for credit loss, limited by the amount that the
fair value is less than the amortized cost basis. Any amount of unrealized loss that has not been recorded
through an allowance for credit losses is recognized in other comprehensive income.

Changes in the allowance for credit loss are recorded as provision for (or release of) credit loss
expense. Losses are charged against the allowance for credit loss when management believes an available-for-
sale security is confirmed to be uncollectible or when either of the criteria regarding intent or requirement to sell
is met. At December 31, 2025 and 2024, there was no allowance for credit loss related to the available-for-sale
securities portfolio.
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Note 2—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Accrued interest receivable on available-for-sale securities totaled $789,000 and $840,000 at
December 31, 2025 and 2024, respectively, and was excluded from the estimate of credit losses.

Loans

Loans that management has the intent and ability to hold for the foreseeable future, until maturity, or
payoff are reported at amortized cost. Amortized cost is the principal balance outstanding, net of purchase
premiums and discounts and deferred fees and costs. Accrued interest receivable related to loans totaled $4.6
million and $4.1 million at December 31, 2025 and 2024, respectively, and was reported in other assets on the
consolidated balance sheets. Interest income is accrued on the unpaid principal balance. Loan origination fees,
net of certain direct origination costs, are deferred and recognized in interest income using methods that
approximate a level yield without anticipating prepayments.

The accrual of interest is generally discontinued when a loan becomes 90 days past due and is not well
collateralized and in the process of collection, or when management believes, after considering economic and
business conditions and collection efforts, that the principal or interest will not be collectible in the normal
course of business. Past due status is based on contractual terms of the loan. A loan is considered to be past due
when a scheduled payment has not been received 30 days after the contractual due date.

All accrued interest is reversed against interest income when a loan is placed on nonaccrual status.
Interest received on such loans is accounted for using the cost-recovery method, until qualifying for return to
accrual. Under the cost-recovery method, interest income is not recognized until the loan balance is reduced to
zero. Loans are returned to accrual status when all the principal and interest amounts contractually due are
brought current, there is a sustained period of repayment performance, and future payments are reasonably
assured.

The Company elected not to measure an allowance for credit losses for accrued interest receivable and
instead elected to reverse interest income on loans or securities that are placed on nonaccrual status, which is
generally when the instrument is 90 days past due, or earlier if the Company believes the collection of interest is
doubtful. The Company has concluded that this policy results in the timely reversal of uncollectible interest.

Allowance for Credit Losses - Loans

The accrual of interest on individually evaluated loans is discontinued when, in management’s opinion,
the borrower may be unable to meet payments as they become due, generally when a loan becomes 90 days past
due. When interest accrual is discontinued, all unpaid accrued interest is reversed. Interest income is
subsequently recognized only to the extent cash payments are received first to principal and then to interest
income.

The allowance for credit losses is a valuation account that is deducted from the loans’ amortized cost
basis to present the net amount expected to be collected on the loans. Loans are charged off against the
allowance when management believes the uncollectibility of a loan balance is confirmed. Expected recoveries
do not exceed the aggregate of amounts previously charged-off and expected to be charged-off. Accrued interest
receivable is excluded from the estimate of credit losses.

The allowance for credit losses represents management’s estimate of lifetime credit losses inherent in
loans as of the balance sheet date. The allowance for credit losses is estimated by management using relevant
available information, from both internal and external sources, relating to past events, current conditions, and
reasonable and supportable forecasts. The Company measures expected credit losses for loans on a pooled basis
when similar risk characteristics exist. Generally, collectively assessed loans are grouped by call report code
and then by risk grade grouping. Risk grade is grouped within each call report code by pass, watch, special
mention, substandard, and doubtful. Other loan types are separated into their own cohorts due to specific risk
characteristics for that pool of loans.
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Note 2—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

The Company has elected a non-discounted cash flow methodology with probability of default (“PD”)
and loss given default (“LGD”) for all call report code cohorts (“cohorts™), as this is believed to be the most
accurate model available. The PD calculation looks at the historical loan portfolio at particular points in time
(each month during the lookback period) to determine the probability that loans in a certain cohort will default
over the next 12-month period. A default is defined as a loan that has moved to past due 90 days and greater,
nonaccrual status, or experienced a charge-off during the period. Currently, the Company’s historical data is
insufficient due to a minimal amount of default activity or zero defaults, therefore, management uses index PDs
comprised of rates derived from the PD experience of other community banks in place of the Company’s
historical PDs.

The LGD calculation looks at actual losses (net charge-offs) experienced over the entire lookback
period for each cohort of loans. The aggregate loss amount is divided by the exposure at default to determine an
LGD rate. All defaults (nonaccrual, charge-off, or greater than 90 days past due) occurring during the lookback
period are included in the denominator, whether a loss occurred or not and exposure at default is determined by
the loan balance immediately preceding the default event (i.e., nonaccrual or charge-off). Due to very limited
charge-off history, management uses index LGDs comprised of rates derived from the LGD experience of other
community banks in place of the Company’s historical LGDs.

The Company utilizes reasonable and supportable forecasts of future economic conditions when
estimating the allowance for credit losses on loans. The calculation includes a 12-month PD forecast based on
the peer index regression model comparing peer defaults to the national unemployment rate. After the forecast
period, PD rates revert on a straight-line basis back to long-term historical average rates over a 12-month
period.

The Company recognizes that all significant factors that affect the collectability of the loan portfolio
must be considered to determine the estimated credit losses as of the evaluation date. Furthermore, the
methodology, in and of itself and even when selectively adjusted by comparison to market and peer data, does
not provide a sufficient basis to determine the estimated credit losses. The Company adjusts the modeled
historical losses by qualitative adjustments to incorporate all significant risks to form a sufficient basis to
estimate the credit losses. These qualitative adjustments may increase or reduce reserve levels and include
adjustments for lending management experience, loan review and audit results, asset quality and portfolio
trends, loan portfolio growth and concentrations, trends in underlying collateral, as well as external factors and
economic conditions not already captured.

The allowance for credit losses is measured on a collective basis for pools of loans with similar risk
characteristics. The Bank has identified the following pools:

*  Loans Secured by Non-Owner Occupied Commercial Real Estate — These loans are to businesses for
structures that will be leased to other commercial entities. Cash flows to pay these loans is dependent
on lease payments to the business owners.

*  Loans Secured by Owner Occupied Commercial Real Estate — These loans are to businesses who are

housed in the building that serves as collateral. Cash flows to pay these loans is dependent on cash
generated by the business.

*  Commercial and Industrial Loans — These loans are to businesses for purposes other than commercial
real estate, such as equipment. The loans are typically secured by the equipment purchased, and cash
flows to pay these loans is dependent on cash generated by the business.

*  Loans Secured by Residential Real Estate — These loans are to businesses and individuals for real
estate with houses or apartment complexes on it. Cash flows to pay these loans is dependent on
household income, and the collateral rises and falls in value in alignment with the residential property
market.

*  Loans Secured by Farmland — These loans are secured by agricultural property.
*  Loans to States and Municipalities — These loans are to governments and are backed by tax revenues.
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Note 2—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

*  Loans Secured by Construction and Development — These loans are for new construction and work on
the underlying land.

e Other Consumer Loans — These loans are to consumers and are secured by collateral other than
residential real estate, e.g., automobiles.

Loans that do not share risk characteristics are evaluated on an individual basis. Generally, this
population includes loan relationships exceeding $500,000 and on nonaccrual status, however they can also
include any loan that does not share risk characteristics with its respective pool. When management determines
that foreclosure is probable and the borrower is experiencing financial difficulty, the expected credit losses are
based on the fair value of collateral at the reporting date adjusted for selling costs as appropriate. When the
expected source of repayment is from a source other than the underlying collateral, impairment will generally
be measured based upon the present value of expected proceeds discounted at the contractual interest rate.

Allowance for Credit Losses on Unfunded Commitments

Financial instruments include off-balance sheet credit instruments, such as commitments to make loans
and commercial letters of credit issued to meet customer financing needs. The Company’s exposure to credit
loss in the event of nonperformance by the other party to the financial instrument for off-balance sheet loan
commitments is represented by the contractual amount of those instruments. Such financial instruments are
recorded when they are funded.

The Company records an allowance for credit losses on off-balance sheet credit exposures, unless the
commitments to extend credit are unconditionally cancelable, through a charge to provision for unfunded
commitments in the Company’s income statements. The allowance for credit losses on off-balance sheet credit
exposures is estimated by loan cohort at each balance sheet date under the current expected credit loss model
using the same methodologies as portfolio loans, taking into consideration the likelihood that funding will occur
as well as any third-party guarantees. The allowance for credit losses - unfunded commitments is included in
other liabilities on the Company’s consolidated balance sheets.

Mortgage Loans Held for Sale

The Company originates fixed rate residential loans on a servicing released basis in the secondary
market. Loans closed but not yet settled with an investor, are carried in the Company’s loans held for sale
portfolio at the lower of cost or market. These loans are primarily fixed rate residential loans that have been
originated in the Company’s name and have closed. Virtually all these loans have commitments to be purchased
by investors at a locked-in price with the investors on the same day that the loan was locked in with the
Company’s customers. Therefore, these loans present very little market risk for the Company.

The Company usually delivers to, and receives funding from, the investor within 30 days.
Commitments to sell these loans to the investor are considered derivative contracts and are sold to investors on
a “best efforts” basis. The Company is not obligated to deliver a loan or pay a penalty if a loan is not delivered
to the investor. As a result of the short-term nature of these derivative contracts, the fair value of the mortgage
loans held for sale in most cases is the same as the value of the loan amount at its origination. These loans are
classified as Level 2.

Property and Equipment

Property and equipment are stated at cost less accumulated depreciation. Depreciation is computed
using the straight-line method over the asset’s estimated useful life. Estimated lives range up to 39 years for
buildings and up to 10 years for furniture, fixtures, and equipment.
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Note 2—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Goodwill and Other Intangible Assets

Goodwill represents the cost in excess of fair value of net assets acquired (including identifiable
intangibles) in purchase transactions. Other intangible assets represent premiums paid for acquisitions of core
deposits (core deposit intangibles). Core deposit intangibles are being amortized on a straight-line basis over 7
years. Goodwill and identifiable intangible assets are reviewed for impairment annually or whenever events or
changes in circumstances indicate the carrying amount of an asset may not be recoverable. Qualitative factors
are assessed to first determine if it is more likely than not (more than 50%) that the carrying value of goodwill is
less than fair value. During the years ended December 31, 2025 and 2024, management performed a qualitative
assessment and concluded it is more likely than not that the fair value of the reporting unit exceeded its carrying
amount. Accordingly, no quantitative impairment test was performed and no impairment was recognized.

Other Real Estate Owned

Other real estate owned includes real estate acquired through foreclosure. Other real estate owned is
carried at the lower of cost (principal balance at date of foreclosure) or fair value minus estimated cost to sell.
Any write-downs at the date of foreclosure are charged to the allowance for credit losses. Expenses to maintain
such assets, subsequent changes in the valuation allowance, and gains or losses on disposal are included in other
non-interest expenses.

Derivatives

The Company utilizes derivative instruments to manage risks such as interest rate risk or market risk.
Our Derivatives Policy prohibits using derivatives for speculative purposes.

Accounting for derivatives differs significantly depending on whether a derivative is designated as an
accounting hedge, which is a transaction intended to reduce a risk associated with a specific asset or liability or
future expected cash flow at the time it is purchased. In order to qualify as an accounting hedge, a derivative
must be designated as such at inception by management and meet certain criteria. Management must also
continue to evaluate whether the instrument effectively reduces the risk associated with that item. To determine
if a derivative instrument continues to be an effective hedge, the Company must make assumptions and
judgments about the continued effectiveness of the hedging strategies and the nature and timing of forecasted
transactions. If the Company’s hedging strategy was to become ineffective, hedge accounting would no longer
apply and the reported results of operations or financial condition could be materially affected.

Comprehensive Income

The Company reports comprehensive income in accordance with Accounting Standards Codification
(“ASC”) 220, “Comprehensive Income.” ASC 220 requires that all items that are required to be reported under
accounting standards as comprehensive income be reported in a financial statement that is displayed with the
same prominence as other financial statements. The disclosure requirements have been included in the
Company’s consolidated statements of comprehensive income.

Mortgage Origination Fees
Mortgage origination fees relate to activities comprised of accepting residential mortgage applications,
qualifying borrowers to standards established by investors and selling the mortgage loans to the investors under

pre-existing commitments. The related fees received by the Company for these services are recognized at the
time the loan is closed.
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Note 2—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Advertising Expense

Marketing and public relations costs are generally expensed as incurred. External costs incurred in
producing media advertising are expensed the first time the advertising takes place. External costs relating to
direct mailing costs are expensed in the period in which the direct mailings are sent. Marketing and public
relations expense totaled $1.8 million, $1.5 million and $1.5 million for the years ended December 31, 2025,
2024, and 2023, respectively.

Income Taxes

A deferred income tax liability or asset is recognized for the estimated future effects attributable to
differences in the tax bases of assets or liabilities and their reported amounts in the financial statements as well
as operating loss and tax credit carry forwards. The deferred tax asset or liability is measured using the enacted
tax rate expected to apply to taxable income in the period in which the deferred tax asset or liability is expected
to be realized. There are no uncertain tax positions at December 31, 2025 or 2024.

Stock Based Compensation Cost

The Company accounts for stock-based compensation under the fair value provisions of the accounting
literature. Compensation expense is recognized in salaries and employee benefits.

The fair value of each options grant is estimated on the date of grant using the Black-Scholes option
pricing model. No options were granted in 2025, 2024 or 2023.

Earnings Per Common Share

Basic earnings per common share (“EPS”) excludes dilution and is computed by dividing income
available to common shareholders by the weighted-average number of common shares outstanding for the
period. Diluted EPS is computed by dividing net income available to common shareholders by the weighted
average number of shares of common stock and common stock equivalents. Common stock equivalents consist
of restricted stock and restricted stock units and are computed using the treasury stock method.

Business Combinations and Method of Accounting for Loans Acquired

The Company accounts for its acquisitions under FASB ASC Topic 805, “Business Combinations,”
which requires the use of the acquisition method of accounting. All identifiable assets acquired, including loans,
are recorded at fair value. Loans acquired are recorded at fair value in accordance with the fair value
methodology prescribed in FASB ASC Topic 820, “Fair Value Measurements and Disclosures.”

Reclassifications

Certain amounts presented in the Company’s previously issued financial statements have been
reclassified to conform to the current presentation. These reclassifications had no effect on previously reported
shareholders’ equity or net income.

Segment Information

ASC Topic 280-10, “Segment Reporting,” requires selected segment information of operating
segments based on a management approach. The Company’s four reportable segments represent the distinct
product lines the Company offers and are viewed separately for strategic planning by management. Below is a
listing of the segments along with their markets and services.

*  Commercial and retail banking: The Company’s primary business is to provide deposit and lending
products and services to its commercial and retail customers.
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Note 2—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

*  Mortgage Banking: This segment provides mortgage origination services for loans that will be sold to
investors in the secondary market and consumer mortgage loans that will be held-for-investment.

* Investment advisory and non-deposit: This segment provides investment advisory services and non-
deposit products.

*  Corporate: This segment includes the parent company financial information, including interest on
parent company debt and dividend income received from First Community Bank (the “Bank”).

Application of New Accounting Guidance Adopted in 2025

In December 2023, the FASB issued ASU 2023-09, Income Taxes (Topic 740): Improvements to
Income Tax Disclosures. This amendment is intended to enhance the transparency and decision usefulness of
income tax disclosures by requiring public business entities to disclose additional information in specified
categories with respect to the reconciliation of the effective tax rate to the statutory rate for federal, state, and
foreign income taxes. It also requires greater detail about individual reconciling items in the rate reconciliation
to the extent the impact of those items exceeds a specified threshold. For public business entities, the
amendments are effective for annual periods beginning after December 15, 2024. Early adoption is permitted.
See footnote 14 for details.

In November 2025, the FASB issued ASU 2025-08, Financial Instruments — Credit Losses (Topic
326): Purchased Loans. These amendments are intended to improve comparability and consistency in
acquisition reporting for purchased loans. The amendments eliminate day-one current expected credit loss
double counting, define purchased seasoned loans, expands the gross-up approach to include purchased
seasoned loans, other than credit cards, clarify interest income recognition for purchased loans, and allow
entities to measure expected credit losses using amortized cost rather than unpaid principal balance. For public
business entities, the amendments are effective for fiscal years beginning after December 15, 2026. Early
adoption is permitted, and the Company early-adopted these amendments in 2025.

Recently Issued Accounting Standards

In November 2025, the FASB issued ASU 2025-09, Derivatives and Hedging (Topic 815): Hedge
Accounting Improvements. These amendments are intended to better align hedge accounting with risk management
strategies and address reference rate reform issues. The amendments change grouping criteria for cash flow hedges,
establish a model for hedging forecasted interest payments on variable-rate debt instruments with selectable indices
and tenors, permit hedging of eligible components of spot-market and forward-contract transactions, and eliminate the
net written option test for certain compound derivatives. For public business entities, the amendments are effective for
fiscal years beginning after December 15, 2026. Early adoption is permitted.

In December 2025, the FASB issued ASU 2025-11, Interim Reporting (Topic 270): Narrow-Scope
Improvements. These amendments are intended to clarify interim disclosure guidance. For public business
entities, the amendments are effective for annual periods beginning after December 15, 2027.

In March 2020, the FASB issued guidance to provide temporary optional guidance to ease the potential
burden in accounting for reference rate reform. The guidance provides optional expedients and exceptions for
applying generally accepted accounting principles to contract modifications and hedging relationships, subject to
meeting certain criteria, that reference LIBOR or another reference rate expected to be discontinued. The ASU is
intended to help stakeholders during the global market-wide reference rate transition period. In December 2022, the
FASB issued amendments to extend the period of time preparers can use the reference rate reform relief guidance
under ASC Topic 848 from December 31, 2023 to December 31, 2024, to address the fact that all London Interbank
Offered Rate (LIBOR) tenors were not discontinued as of December 31, 2022, and some tenors were published until
June 2023. The amendments are effective immediately for all entities and applied prospectively. The Company does
not expect these amendments to have a material effect on its financial statements.
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Note 2—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Other accounting standards that have been issued or proposed by the FASB or other standards-setting
bodies are not expected to have a material impact on the Company’s financial position, results of operations or
cash flows.

General Risk and Uncertainties

In the normal course of business, the Company encounters two significant types of risks: economic and
regulatory. There are three main components of economic risk: interest rate risk, credit risk and market risk. The
Company is subject to interest rate risk to the degree that its interest-bearing liabilities mature or reprice at
different speeds, or on a different basis, than its interest-earning assets. Credit risk is the risk of default on the
Company’s loan and investment portfolios that results from borrowers’ or issuer’s inability or unwillingness to
make contractually required payments. Market risk reflects changes in the value of collateral underlying loans
and investments and the valuation of real estate held by the Company.

The Company is subject to regulations of various governmental agencies (regulatory risk). These
regulations can and do change significantly from period to period. The Company also undergoes periodic
examinations by the regulatory agencies, which may subject it to further changes with respect to asset
valuations, amounts of required credit loss allowances and operating restrictions from regulators’ judgments
based on information available to them at the time of their examination.

Note 3—INVESTMENT SECURITIES
The amortized cost and estimated fair values of investment securities are summarized below:

AVAILABLE-FOR-SALE:

Gross Gross
Amortized Unrealized Unrealized Fair

(Dollars in thousands) Cost Gains Losses Value
December 31, 2025

US Treasury SECUTIties. .......cvevereeveeeereereeereereeeenean, $ 25804 % 7 $ (1,717) $ 24,093
Government Sponsored Enterprises...........cccveneen. 2,500 — (244) 2,256
Mortgage-backed securities.........coevveevvereerurenennnn, 262,096 694 (10,604) 252,185
Small Business Administration pools...................... 8,858 17 (207) 8,668
Corporate and other securities ...........c.cevvvereverneennn, 7,507 — (601) 6,907
Tt $ 306,765 $ 718 $ (13,373) $294,109

Gross Gross
Amortized Unrealized Unrealized Fair

(Dollars in thousands) Cost Gains Losses Value
December 31, 2024

US Treasury SECUTTHES ......cvvveveviierereeerereeeerereeeeans $ 15822 $ — $ (2,582) $ 13,240
Government Sponsored Enterprises...........cccveeneen. 2,500 — (390) 2,110
Mortgage-backed securities.........coevveevvereerurenennnn, 260,023 40 (15,859) 244,204
Small Business Administration pools...................... 12,437 15 (373) 12,079
Corporate and other securities ...........c.cevvvereverneennn, 8,755 — (806) 7,949
Tt $ 299,537 3§ 55 $§ (20,010) $ 279,582
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Note 3—INVESTMENT SECURITIES (Continued)
HELD-TO-MATURITY:

Schedule of Amortized Cost and Estimated Fair Values of Investment Securities Held-To-Maturity

Amortized
Cost
Net of

Allowance Gross Gross

for Credit Unrealized Unrealized Fair
(Dollars in thousands) Losses Gains Losses Value
December 31, 2025
Mortgage-backed securities...........oeevrvivverrvennnens $ 93,066 $ — 3 (4,921) § 88,153
State and local government............ccccovevveevennnennen. 102,050 140 (1,779) 100,410
TOtal.. e § 195116 $ 140 $ (6,700) § 188,563

Amortized

Cost
Net of

Allowance Gross Gross

for Credit Unrealized Unrealized Fair
(Dollars in thousands) Losses Gains Losses Value
December 31, 2024
Mortgage-backed securities...........oeevrvivverrvennnens $§ 105,563 — 3 (8,645) $ 96,918
State and local government............cccccveevveiennnenen. 103,850 — (4,728) 99,122
Tt $§ 209413 $ — § (13,373) $196,040

On June 1, 2022, the Company reclassified $224.5 million in investments to held-to-maturity (HTM)
from available-for-sale (AFS). These securities were transferred at fair value at the time of the transfer, which
became the new cost basis for the securities held to maturity. The pretax unrealized net holding loss on the
available for sale securities on the date of transfer totaled approximately $16.7 million, and continued to be
reported as a component of accumulated other comprehensive loss. This net unrealized loss is being amortized
to interest income over the remaining life of the securities as a yield adjustment. There were no gains or losses
recognized as a result of this transfer. The remaining pretax unrealized net holding loss on these investments
was $10.6 million ($8.4 million net of tax) at December 31, 2025, $12.3 million ($9.7 million net of tax) at
December 31, 2024 and $14.0 million ($11.1 million net of tax) at December 31, 2023.

During the year ended December 31, 2023, the Company sold $39.9 million of book value US
Treasury securities from the available-for-sale investment securities portfolio. This sale created a one-time pre-
tax loss of $1.2 million and provided additional liquidity to pay down borrowings and fund loan growth. During
the years ended December 31, 2025 and 2024, respectively, the Company sold no investment securities. The tax
benefit applicable to the net realized loss was approximately $0, $0, and $262 for 2025, 2024 and 2023,
respectively.

The following tables show gross unrealized losses and fair values, aggregated by investment category
and length of time that individual securities have been in a continuous loss position, at December 31, 2025 and
December 31, 2024.
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Note 3—INVESTMENT SECURITIES (Continued)

(Dollars in thousands) Less than 12 months 12 months or more Total
December 31, 2025 Fair Unrealized Fair Unrealized Fair Unrealized
Available-for-sale securities: Value Loss Value Loss Value Loss
US Treasury Securities .......... $ — — $ 14134 S 1,717  $ 14,134  § 1,717
Government Sponsored

Enterprise ........cccevvveveennenne. — — 2,256 244 2,256 244
Mortgage-backed securities ... 454 — 189,625 10,604 190,079 10,604
Small Business

Administration pools.......... 317 3 6,342 204 6,659 207
Corporate and other

SECUTILIES....couvrvireeeeieneneene. — — 6,893 601 6,893 601
Total.....coovveeeeeeeeeeieeceeeeea, $ 771  $ 3 $219250 §$ 13,370 $220,021 § 13,373
(Dollars in thousands) Less than 12 months 12 months or more Total
December 31, 2024 Fair Unrealized Fair Unrealized Fair Unrealized
Available-for-sale securities: Value Loss Value Loss Value Loss
US Treasury Securities .......... $ — — $ 13240 § 2,582 $ 13240 § 2,582
Government Sponsored

Enterprise .....ccocevvveveennenne. — — 2,110 390 2,110 390
Mortgage-backed securities ... 14,310 150 216,452 15,709 230,762 15,859
Small Business

Administration pools.......... 1,279 2 8,554 371 9,833 373
Corporate and other

SECUTILIES....eeeveeereeereeeneea, 1,488 263 6,449 543 7,937 806
Total.....cooveeeeieieeeieeeieeee $ 17,077 $ 415 $246,805 $ 19,595 $263,882 $§ 20,010
(Dollars in thousands) Less than 12 months 12 months or more Total
December 31, 2025 Fair Unrealized Fair Unrealized Fair Unrealized
Held-to-maturity securities: Value Loss Value Loss Value Loss
Mortgage-backed securities... — — 88,153 4,921 88,153 4,921
State and local government.... 10,643 14 68,752 1,765 79,395 1,779
Total.....ccoeeeiiieiieeiiecieeieea, $ 10,643 $ 14 $156,905 $ 6,686 $167548 § 6,700
(Dollars in thousands) Less than 12 months 12 months or more Total
December 31, 2024 Fair Unrealized Fair Unrealized Fair Unrealized
Held-to-maturity securities: Value Loss Value Loss Value Loss
Mortgage-backed securities... — — 96,918 8,645 96,918 8,645
State and local government.... 21,376 436 76,104 4,292 97,480 4,728
Total.....ccovveeeeeeeeeeeeceeeeeea, $ 21376 § 436  $173,022 $§ 12937 $194398 § 13,373
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Note 3—INVESTMENT SECURITIES (Continued)

The amortized cost and fair value of investment securities at December 31, 2025, by expected
maturity, follow. Expected maturities differ from contractual maturities because borrowers may have the right
to call or prepay the obligations with or without prepayment penalties. Mortgage-backed securities are included
in the year corresponding with the remaining expected life.

AVAILABLE-FOR-SALE:

(Dollars in thousands) Available-for-sale
Amortized Fair
Cost Value
DUE 1N ONE YEAT OF €SS ..eeuvvinvieiiieiieieiieiiesiteteesie et e e eestee e esbeesbeessessaessaesseesseensesssennns $ 12,338 $ 12,320
Due after one year through five Years.........ccoeeveviieiieienieeeieeece e 17,759 17,024
Due after five years through ten Years ...........cccvevieierienieniieeeieeie et 24271 22,217
DU AftEr 1EN YRAIS ....uievieiieiieieeie e ste sttt ettt et et e st et e e enbeensessaesseesseenseenseensennns 252,383 242,535

$§ 306,765 § 294,109

HELD-TO-MATURITY:

(Dollars in thousands) Held-to-maturity
Amortized Fair
Cost Value

DUE 1N ONE YEAT OF €SS ..eevvviuvieeiieiieieieiierieerie e eteeee st e e eteesbeesbeessesseesseeseessesssessnenees $ 5616 $§ 5,610
Due after one year through five Years.........ccvevvevierierieniee e 64,925 64,120
Due after five years through ten Years ...........cccvevvveierienierieeeeeee e 53,673 52,898
DU AftEr tEN YOATS ...ueieutieiiieiieitie ettt ettt ettt ettt et sae e e e 70,921 65,954
Allowance for Credit Losses on Held-to-Maturity Securitie€s ..........ccccecereerieneeennne. (19) (19)

§ 195,116 § 188,563

Securities with an amortized cost of $373.6 million and fair value of $359.6 million at December 31,
2025 were pledged to secure FHLB advances, public deposits, and securities sold under agreements to
repurchase. Securities with an amortized cost of $388.5 million and fair value of $363.8 million at December
31, 2024 were pledged to secure FHLB advances, public deposits, and securities sold under agreements to
repurchase.

Allowance for Credit Losses on Held-to-Maturity Securities

Expected credit losses on held-to-maturity debt securities are evaluated by major security type. The
held-to-maturity portfolio consists of mortgage-backed and municipal securities. Securities are generally rated
BBB- or higher. Municipal securities are analyzed individually to establish a CECL reserve.

All mortgage-backed securities (“MBS”) held by the Company are issued by government-sponsored
corporations. These securities are either explicitly or implicitly guaranteed by the U.S. government, are highly
rated by major rating agencies and have a long history of no credit losses. As a result, no allowance for credit
losses was recorded on held-to-maturity MBS at the adoption of CECL at December 31, 2024 or December 31,
2025.
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Note 3—INVESTMENT SECURITIES (Continued)

The following table shows a roll forward of the allowance for credit losses on held to maturity
securities for the years ended December 31, 2025 and 2024.

State and
local
(Dollars in thousands) government
Allowance for Credit Losses on Held-to-Maturity Securities:
Beginning balance, December 31, 2023 ........ccooiiiiiiiieee et $ 30)
Release Of Credit IOSSES.....c.ueiiiiiieieieeiieiie ettt ettt eee e eneas 7
Ending balance, December 31, 2024 .........ccooevieiiirieiieeieeeeceeeete et r e $ (23)
State and
local
(Dollars in thousands) government
Allowance for Credit Losses on Held-to-Maturity Securities:
Beginning balance, December 31, 2024 ...........ccocoiivieieieieieieiecieereete et $ (23)
Release Of Credit IOSSES.....c.ueuiiiririririeieietesteees ettt s 4
Ending balance, December 31, 2025 ........oociiiieieniieieeieeie ettt $ (19)

For the years ended December 31, 2025 and 2024, the Company had no securities held-to-maturity that
were past due 30 days or more as to principal or interest payments. The Company had no securities held-to-
maturity classified as nonaccrual at December 31, 2025 or 2024.

Allowance for Credit Losses on Available-for-Sale Securities

For available-for-sale securities, management evaluates all investments in an unrealized loss position
on a quarterly basis, or more frequently when economic or market conditions warrant such evaluation. If the
Company has the intent to sell the security or it is more likely than not that the Company will be required to sell
the security, the security is written down to fair value and the entire loss is recorded in earnings.

Changes in the allowance for credit loss are recorded as provision for (or release of) credit loss
expense. Losses are charged against the allowance for credit loss when management believes an available-for-
sale security is confirmed to be uncollectible or when either of the criteria regarding intent or requirement to sell
is met. At December 31, 2025 and December 31, 2024, there was no allowance for credit loss related to the
available-for-sale securities portfolio.

Note 4—LOANS

The following table summarizes the composition of our loan portfolio. Total loans are recorded net of
deferred loan fees and costs, which totaled $2.3 million and $2.1 million as of December 31, 2025 and
December 31, 2024, respectively.

December 31,

(Dollars in thousands) 2025 2024
COMMETCIAL ..ottt $ 91,930 $ 86,616
Real estate:
CONSITUCTION ...ttt et e e e e e s enaareeeeeeeeans 152,077 152,155
Mortgage-residential ...........cceoceereriinieniiieeee e 130,476 124,751
Mortgage-commercial ..........cooceeeeieriinieieierere e 863,422 796,411
Consumer:
HOME CQUILY ..eovvieivieeiieeieciieieeie ettt 53,693 42,304
OLRET ..o 19,421 18,305
TOtALL et $1,311,019 $§ 1,220,542




Note 4—LOANS (Continued)
Activity in the allowance for credit losses — loans was as follows:

Years ended December 31,

(Dollars in thousands) 2025 2024 2023
Balance at the beginning of year ..................... $ 13,135 § 12267 $ 11,336
Adjustment for adoption of ASU 2016-13 ...... — — (14)
Provision for credit losses.. 722 933 939
Charged off loans...........cccceeeiereenieiieenieens (132) (184) (87)
RECOVETIES ..vveeieeiieeieeeee et 81 119 93
Balance at end of year ...........ccccoeveeievevenennanne. $ 13,806 $ 13,135 $ 12267

The detailed activity in the allowance for credit losses on loans by portfolio segment as of and for the
years ended December 31, 2025, December 31, 2024, and December 31, 2023 follows:

Real Estate  Real Estate Consumer
Real Estate Mortgage Mortgage Home Consumer Total
(8 in thousands) Commercial Construction  Residential Commercial Equity Other Loans
Balance at December 31, 2024 .... $ 994 $ 1,675 § 1,639 $ 7974 § 568 $ 285 § 13,135
Charge-offS.......cccoovvnicicicrcnnnnn. — — — 2) (130) (132)
RECOVETIES ...vovvveneeeieieeeees 11 3 — 18 8 41 81
Provision for (release of) credit
LOSSES .. 45 (24) 81 359 130 131 722
Balance at December 31, 2025 .... $ 1,050 $ 1,654 $ 1,720 $ 8,349 § 706 $ 327 $§ 13,806
Real Estate  Real Estate  Consumer
Real Estate Mortgage Mortgage Home Consumer Total
(8 in thousands) Commercial _ Construction  Residential _Commercial Equity Other Unallocated  Loans
Balance at December
31,2023 $ 935 § 1,337 $ 1,122 $ 8,146 $ 472 $ 255 $ — § 12,267
Charge-offs.... 87) — — ?2) — 95) — (184)
Recoveries .........coecueeee. 61 2 18 11 18 — 119
Provision for credit
10SSES wevevveriiicee 85 336 499 (181) 9 107 — 933
Balance at December
31,2024 $ 994 § 1,675 $ 1,639 $ 7,974 $ 568 § 285 — § 13,135
Real estate  Real estate  Consumer
Real estate Mortgage Mortgage Home Consumer
(Dollars in thousands) Commercial _Construction  Residential Commercial equity Other Unallocated Total
Balance at December
31,2022 $ 849 § 75 8 723 § 8,569 § 314 § 170 $ 636 $ 11,336
Adjustment to
allowance for
adoption of ASU
2016-13 e 193 1,075 32 (883) 166 39 (636) (14
Charge-offs ........co..... (20) — — — — 67) — 87)
Recoveries.................. 5 2 9 37 22 18 — 93
Provisions for credit
10SSES.cvuvvvriiicnes (92) 185 358 423 (30) 95 — 939
Balance at December
31,2023 $ 935 § 1,337 $ 1,122 $ 8,146 $ 472 § 255 $ — § 12,267

The following table presents an allocation of the allowance for credit losses at the end of each of the
past three years. The allocation is calculated on an approximate basis and is not necessarily indicative of future
losses or allocations. The entire amount is available to absorb losses occurring in any category of loans.
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Note 4—LOANS (Continued)

The following tables show the amortized cost basis for loan modifications for borrowers experiencing
financial difficulty during the 12 months ended December 31, 2025 that had a payment default, segregated by
loan category and describes the financial effect of the modification made for a borrower experiencing financial
difficulty.

December 31, 2025
Amortized % of Total

(Dollars in thousands) cost basis  Loan Type Financial effect

Deferred monthly payments that are added
Real Estate Mortgage Residential... $ 1,686 1.29% to the end of the original loan term

Deferred interest payments added to
Real Estate Mortgage Residential... 201 0.15% principal balance, re-amortized loan

Interest only period extended instead of
Real Estate Mortgage converting to principal and interest

Commercial.........ccooceervevireeennnnns 1,487 0.17% payments

Interest only period extended instead of

converting to principal and interest
COoNStruCtion ......coeeeevereeeereneenuenes 736 0.48% payments
Total Loans......cceeeveeeeeeeeeeeeeeeennn. $ 4,110 0.31%

The following table depicts the performance of loans that have been modified for borrowers
experiencing financial difficulty in the last 12 months.

(Dollars in thousands)

Greater than 90
30-89 Days Days
December 31, 2025 Current Past Due Past Due Nonaccrual
Real Estate Mortgage Residential.................. $ 1,686 § — 3 — 201
Real Estate Mortgage Commercial................ 1,487 — — —
CONSLIUCHION ...oveevviieiieeiie et 736 — — —
TOtal LOANS ...vevieeeeeeeeeeeeeeeeeeeeeeee e $ 3,909 $ — 3 — 201

The following table shows the amortized cost basis at December 31, 2024 of the loans modified for
borrowers experiencing financial difficulty during the 12 month period ended December 31, 2024 that had a
payment default segregated by loan category and describes the financial effect of the modification made for a
borrower experiencing financial difficulty.

December 31, 2024
Amortized % of Total
(Dollars in thousands) cost basis  Loan Type Financial effect
Deferred monthly payments that are
added to the end of the original loan

Real Estate Mortgage Residential...... $ 355 0.28% term

Deferred interest payments added to
Real Estate Mortgage Residential...... 217 0.17% principal balance, re-amortized loan
Total Loans.......c.ceeveerieeerereersienenns $ 572 0.46%
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Note 4—LOANS (Continued)

The following table depicts the performance of loans that have been modified for borrowers
experiencing financial difficulty in year ended December 31, 2024.

Greater

than 90
(Dollars in thousands) 30-89 Days Days
December 31, 2024 Current Past Due Past Due
Real Estate Mortgage Residential............cccccooieiieiinienienieceeee, $ 572§ — 5 —
TOLAl LOANS .....vvceceeeeeeeeeeee ettt es s s aeaeaes $ 572§ — $ —

The Company categorizes loans into risk categories based on relevant information about the ability of
borrowers to service their debt such as: current financial information, historical payment experience, credit
documentation, public information, and current economic trends, among other factors. The Company analyzes
loans individually by classifying the loans as to credit risk. This analysis is performed on a monthly basis. The
Company uses the following definitions for risk ratings:

Special Mention. Loans classified as special mention have a potential weakness that deserves
management’s close attention. If left uncorrected, these potential weaknesses may result in
deterioration of the repayment prospects for the loan or of the institution’s credit position at some
future date. Special mention assets are not adversely classified and do not expose an institution to
sufficient risk to warrant adverse classification.

Substandard. Loans classified as substandard are inadequately protected by the current net worth and
paying capacity of the obligor or of the collateral pledged, if any. Loans so classified have a well-
defined weakness or weaknesses that jeopardize the liquidation of the debt. They are characterized by
the distinct possibility that the institution will sustain some loss if the deficiencies are not corrected.

Doubtful. Loans classified as doubtful have all the weaknesses inherent in those classified as
substandard, with the added characteristic that the weaknesses make collection or liquidation in full, on
the basis of currently existing facts, conditions, and values, highly questionable and improbable.

Loans not meeting the criteria above that are analyzed individually as part of the above-described
process are considered to be “Pass” rated loans.

112



Note 4—LOANS (Continued)

The following table presents the Company’s recorded investment in loans by credit quality indicators

by year of origination as of December 31, 2025:

Term Loans by year of Origination

Revolving
Converted
(8 in thousands) 2021 2022 2023 2024 2025 Prior  Revolving  to Term Total
Commercial
Pass ..o $ 17336 $ 4,627 $ 5776 $ 12,192 $ 15461 § 7442 $ 28,603 $§ 8 $ 91,445
Special mention.........ceeeeeererereencnne. — — — — — 347 — — 347
Substandard ..........cccceeeeenernennene. — — — — — 138 — — 138
Total commercial .............cccuvnen... 17,336 4,627 5,776 12,192 15,461 7,927 28,603 8 91,930
Current period gross write-offs.......... — — — — — — — — —
Real estate construction
Pass ... 2216 32,526 23,408 34,974 14,749 5,788 35,618 554 149,833
Special mention...........ccceeeereeruenenne. — — 1,503 741 — — — — 2,244
Total real estate construction........ 2,216 32,526 24911 35,715 14,749 5,788 35,618 554 152,077
Current period gross write-offs.......... — — — — — — — — —
Real estate mortgage-residential
PaSS ... 4,685 27,047 45261 15,007 10,196 15,284 796 10,973 129,249
Special mention . — 351 475 — — 199 — — 1,025
Substandard .........ccoeeeiecnniniencene. — — — — — 202 — — 202
Total real estate mortgage-
residential........cccoevvverrnccecennn 4,685 27,398 45736 15,007 10,196 15,685 796 10,973 130,476
Current period gross write-offs......... — — — — — — — — —
Real estate mortgage-commercial
Pass ... 104,047 170,357 122,001 80,330 149,985 216,802 17,741 335 861,598
Special mention . — — — — — 1,766 — — 1,766
Substandard .........cccoeeeeccnnninenceene. — — — — — 58 — — 58
Total real estate mortgage-
commercial .........cccceeeuereuennnnn. 104,047 170,357 122,001 80,330 149,985 218,626 17,741 335 863,422
Current period gross write-offs......... — 2 — — — — — — 2
Consumer - home equity
Pass ... — — — — — — 52,453 — 52,453
Special mention . — — — — — — 185 — 185
Substandard ...........ccccceeerieieieiens — — — — — — 1,055 — 1,055
Total consumer - home equity ...... — — — — — — 52,693 — 53,0693
Current period gross write-offs......... — — — — — — — — —
Consumer - other
Pass.....ccceenes 143 291 756 1,712 2,572 1,078 12,869 — 19,421
Special mention . — — — — — — — — —
Substandard...........c........ . — — — — — — — — —
Total consumer - other.................. 143 291 756 1,712 2,572 1,078 12,869 — 19,421
Current period gross
WIIte-0ffS ..o — — 11 4 — — 115 — 130
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Note 4—LOANS (Continued)

The following table presents the Company’s recorded investment in loans by credit quality indicators
by year of origination as of December 31, 2024:

Term Loans by year of Origination

Revolving
Converted
(8 in thousands) 2020 2021 2022 2023 2024 Prior Revolving  to Term Total
Commercial
Pass ..o 605 $ 20,288 % 7,084 $ 8,336 § 21,808 $ 8,100$ 20,359 § 36 § 86,616
Special mention...........c.c....... — — — — — — — — —
Substandard — — — — — — — — —
Total commercial .............. 605 20,288 7,084 8,336 21,808 8,100 20,359 36 86,616
Current period gross write-
OFfS e 5 77 — — — 5 — — 87
Real estate construction
PasS . — 2,295 44,290 44,022 27,213 6,231 28,104 — 152,155
Total real estate
construction .................. — 2,295 44,290 44,022 27,213 6,231 28,104 — 152,155
Current period gross write-
OFfS e — — — — — — — — —
Real estate mortgage-
residential
Pass ...cooveveeeieeeeieeeeeeen 9,240 5,191 32,422 28,983 14,492 8,012 872 24,775 123,987
Special mention.... 21 — 358 — — 167 — — 546
Substandard .........cccccovrrnenne — — — — — 218 — — 218
Total real estate
mortgage-residential...... 9,261 5,191 32,780 28,983 14,492 8,397 872 24,775 124,751
Current period gross write-
OFfS. e — — — — — — — — —
Real estate mortgage-
commercial
Pass ..o 79,977 118,415 190,140 115,525 76,754 196,793 17,949 582 796,135
Special mention — — — — — 207 — — 207
Substandard .........c.cceeveereenene — — — — — 69 — — 69
Total real estate
mortgage-commercial... 79,977 118,415 190,140 115,525 76,754 197,069 17,949 582 796,411
Current period gross write-
OffS e — 2 — — — — — — 2
Consumer - home equity
Pass ..o — — — — — — 41,081 — 41,081
Special mention..... — — — — — — 160 — 160
Substandard..............cocveneen. — — — — — — 1,063 — 1,063
Total consumer - home
CUILY oo — — — — — — 42,304 — 42,304
Current period gross write-
OFFS e — — — — — — — — —
Consumer - other
Pass.....ccoveeee 22 251 607 1,128 4,359 1,225 10,696 — 18,288
Special mention — — — 14 — — — — 14
Substandard .........c.cccovveenenne — — — — 3 — — — 3
Total consumer - other...... 22 251 607 1,142 4,362 1,225 10,696 — 18,305
Current period gross
write-offs .....cccoeeennne — — — — 7 — 88 — 95

As of December 31, 2025 and December 31, 2024, no loans were classified as doubtful.
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Note 4—LOANS (Continued)

The following tables are by loan category and present loans past due and on nonaccrual status as of
December 31, 2025 and December 31, 2024

Greater
than
30-59 60-89 90 Days
(Dollars in thousands) Days Days and Total Past Total
December 31, 2025 Past Due ~ Past Due  Accruing  Nonaccrual Due Current Loans
Commercial .........ccccoenee. $ — 3 20 $ — $ — 20 § 91,910 $ 91,930
Real estate:
Construction.................. — — — — — 152,077 152,077
Mortgage-residential...... 756 — — 201 957 129,519 130,476
Mortgage-commercial... 56 — — — 56 863,366 863,422
Consumer:
Home equity.................. 65 — — 1 66 53,627 53,693
Other .....ccooeeneceneinenne. 37 — 2 — 39 19,382 19,421
Total..coooerereencirieiciene $ 914 $ 20 § 2 8 202 § 1,138 $ 1,309,881 § 1,311,019
Greater
than
30-59 60-89 90 Days
(Dollars in thousands) Days Days and Total Past Total
December 31, 2024 Past Due  Past Due  Accruing Nonaccrual Due Current Loans
Commercial ........ccou....... $ 61 $ — 3 — $ — S 61 $ 86,555 § 86,616
Real estate:
Construction.................. — — — — — 152,155 152,155
Mortgage-residential...... 14 — — 217 231 124,520 124,751
Mortgage-commercial... — 87 — — 87 796,324 796,411
Consumer:
Home equity — 391 45 2 438 41,866 42,304
Other ................ 1 — 3 — 4 18,301 18,305
Total...c.ceoireenrcirieiciineane $ 76 $ 478 ' $ 48 $ 219 § 821 § 1,219,721 § 1,220,542

The following table is a summary of the Company’s nonaccrual loans by major categories for the
periods indicated.

December 31, 2025 December 31, 2024

Nonaccrual Nonaccrual Total Nonaccrual Nonaccrual Total

Loans with Loans with  Nonaccrual Loans with Loans with  Nonaccrual
(Dollars in thousands) No Allowance an Allowance Loans No Allowance an Allowance Loans
Commercial ........cccoeueneee. $ — S —3 — § — $ —3 —
Real Estate: ..........cceeevenes — — — — — —
Construction...........ceeevenes — — — — — —
Mortgage-Residential......... — 201 201 — 217 217
Mortgage-Commercial....... — — — — — —
Consumer Home Equity..... — 1 1 — 2 2
Consumer Other................. — — — — — —
Total....oooveeeeeeeeeeeeeeeeens $ — 3 202 $ 202§ — $ 219§ 219

There were no collateral dependent loans that were individually evaluated for years ended December
31, 2025 and December 31, 2024.
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Note 4—LOANS (Continued)

Related party loans are made on substantially the same terms, including interest rates and collateral, as
those prevailing at the time for comparable transactions with unrelated persons and generally do not involve
more than the normal risk of collectability. The following table presents related party loan transactions for the
years ended December 31, 2025 and December 31, 2024.

For the years ended
December 31,

(Dollars in thousands) 2025 2024

Balance, beginning of year ...........cccooceveverieeeieienne. $ 454 $ 1,058
NEW LOAnNS....c.ooiiiiiiiiiiinieneeeee e 408 —
Less loan repayments...........cceeeeeerveeneeeneeeneeenieeeneneenns 320 604
Balance, end of Year ............cccoeveveveeeeveeeeeeeeeeeeen, $ 542§ 454

Unfunded Commitments

The Company maintains an allowance for off-balance sheet credit exposures such as unfunded
balances for existing lines of credit, commitments to extend future credit, as well as both standby and
commercial letters of credit when there is a contractual obligation to extend credit and when this extension of
credit is not unconditionally cancellable (i.e., commitment cannot be cancelled at any time). The allowance for
off-balance sheet credit exposures is adjusted as a provision for credit loss expense. The estimate includes
consideration of the likelihood that funding will occur, which is based on a historical funding study derived
from internal information, and an estimate of expected credit losses on commitments expected to be funded
over its estimated life, which are the same loss rates that are used in computing the allowance for credit losses
on loans. The allowance for credit losses for unfunded loan commitments of $531,000 and $480,000 at
December 31, 2025 and December 31, 2024 is separately classified on the balance sheet within Other
Liabilities.

The following table presents the balance and activity in the allowance for credit losses for unfunded
loan commitments for the year ended December 31, 2025.

Total Allowance

for Credit
Losses -
Unfunded
(Dollars in thousands) Commitments
Balance, December 31, 2024 .......cc.oiiiiiiiieeie ettt e $ 480
Provision for unfunded cOMMItMENTS..........ccueiiiiiiiieiiieiie et ree e 51
Balance, December 31, 2025 ......ooouviiiiieieeeee e $ 531

The following table presents the balance and activity in the allowance for credit losses for unfunded
loan commitments for the year ended December 31, 2024.

Total Allowance

for Credit
Losses -
Unfunded
(Dollars in thousands) Commitments
Balance, December 31, 2023 .. ..o $ 597
Release of allowance for unfunded commitments ...........c.ceceveeriieriienieenie e (117)
Balance, December 31, 2024 ......co.uei e $ 480
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Note 5—FAIR VALUE MEASUREMENT

The Company adopted FASB ASC Fair Value Measurement Topic 820, which defines fair value,
establishes a framework for measuring fair value, and expands disclosures about fair value measurements. ASC
820 defines fair value as the exchange price that would be received for an asset or paid to transfer a liability (an
exit price) in the principal or most advantageous market for the asset or liability in an orderly transaction
between market participants on the measurement date. ASC 820 also establishes a fair value hierarchy which
requires an entity to maximize the use of observable inputs and minimize the use of unobservable inputs when
measuring fair value. The standard describes three levels of inputs that may be used to measure fair value:

Level 1 Quoted prices in active markets for identical assets or liabilities.

Level 2 Observable inputs other than Level 1 prices such as quoted prices for similar assets or liabilities;
quoted prices in markets that are not active; or other inputs that are observable or can be corroborated
by observable market data for substantially the full term of the assets or liabilities. The Company’s
U.S. Treasury securities and government-sponsored enterprise securities are generally classified as
Level 2 because their fair values are obtained from pricing services using observable market data
and/or matrix pricing.

Level 3 Unobservable inputs that are supported by little or no market activity and that are significant to the fair value of
the assets or liabilities. Level 3 assets and liabilities include financial instruments whose value is determined
using pricing models, discounted cash flow methodologies, or similar techniques, as well as instruments for
which the determination of fair value requires significant management judgment or estimation.

FASB ASC 825-10-50 “Disclosure about Fair Value of Financial Instruments”, requires the Company
to disclose estimated fair values for its financial instruments. Fair value estimates, methods, and assumptions
are set forth below.

Cash and short-term investments—The carrying amount of these financial instruments (cash and due
from banks, interest-bearing bank balances, federal funds sold and securities purchased under agreements to
resell) approximates fair value. All mature within 90 days and do not present unanticipated credit concerns and
are classified as Level 1.

Investment Securities—Measurement is on a recurring basis based upon quoted market prices, if
available. If quoted market prices are not available, fair values are measured using independent pricing models
or other model-based valuation techniques such as the present value of future cash flows, adjusted for
prepayment assumptions, projected credit losses, and liquidity. Level 1 securities include those traded on an
active exchange, such as the New York Stock Exchange, or by dealers or brokers in active over-the-counter
markets. Level 2 securities include mortgage-backed securities issued both by government sponsored
enterprises and private label mortgage-backed securities. Generally, these fair values are priced from
established pricing models. Level 3 securities include corporate debt obligations and asset—backed securities
that are less liquid or for which there is an inactive market.

Derivative Financial Instruments —Derivative instruments (pay fixed swaps) used to hedge interest
rate risk related to the mortgage portfolio are reported at fair value utilizing Level 2 inputs. The fair values of
the hedged item and the interest rate swap are based on derivative market data as of the valuation date.

Other investments, at cost—The carrying value of other investments, such as FHLB stock,
approximates fair value based on redemption provisions.

Loans Held for Sale—The Company originates fixed rate residential loans on a servicing released basis
in the secondary market. Loans closed but not yet settled with an investor, are carried in the Company’s loans
held for sale portfolio. These loans are fixed rate residential loans that have been originated in the Company’s
name and have closed. Virtually all of these loans have commitments to be purchased by investors at a locked in
price with the investors on the same day that the loan was locked in with the Company’s customers. Therefore,
these loans present very little market risk for the Company and are classified as Level 2. The carrying amount of
these loans approximates fair value.
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Note 5—FAIR VALUE MEASUREMENT (Continued)

Loans Held for Investment—The valuation of loans receivable is estimated using the exit price notion
which incorporates factors, such as enhanced credit risk, illiquidity risk and market factors that sometimes exist
in exit prices in dislocated markets. This credit risk assumption is intended to approximate the fair value that a
market participant would realize in a hypothetical orderly transaction. The Company’s loan portfolio is initially
fair valued using a segmented approach. The Company divides its loan portfolio into the following categories:
variable rate loans, fixed rate loans and all other loans. The results are then adjusted to account for credit risk as
described above.

Other Real Estate Owned (“OREO”)—OREQO is carried at the lower of carrying value or fair value on
a non-recurring basis. Fair value is based upon independent appraisals or management’s estimation of the
collateral and is considered a Level 3 measurement.

Accrued Interest Receivable—The fair value approximates the carrying value and is classified as
Level 1.

Deposits—The fair value of demand deposits, savings accounts, and money market accounts is the
amount payable on demand at the reporting date. The fair value of fixed-maturity certificates of deposits is
estimated by discounting the future cash flows using rates currently offered for deposits of similar remaining
maturities. Deposits are classified as Level 2.

Federal Home Loan Bank Advances—Fair value is estimated based on discounted cash flows using
current market rates for borrowings with similar terms and are classified as Level 2.

Short Term Borrowings—The carrying value of short-term borrowings (securities sold under
agreements to repurchase) approximates fair value. These are classified as Level 2.

Junior Subordinated Debentures—The fair values of junior subordinated debentures are estimated by
using discounted cash flow analyses based on incremental borrowing rates for similar types of instruments.
These are classified as Level 2.

Accrued Interest Payable—The fair value approximates the carrying value and is classified as Level 1.

Commitments to Extend Credit—The fair value of these commitments is immaterial because their
underlying interest rates approximate market.
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Note 5—FAIR VALUE MEASUREMENT (Continued)

The carrying amount and estimated fair value by classification Level of the Company’s financial
instruments as of December 31, 2025 and December 31, 2024 are as follows:

December 31, 2025
Carrying Fair Value
(Dollars in thousands) Amount Total Level 1 Level 2 Level 3
Financial Assets:
Cash and short term investments........... $ 161,060 $ 161,060 $161,060 $ — 3 —
Available-for-sale securities.................. 294,109 294,109 — 294,109 —
Held-to-maturity securities.................... 195,116 188,563 — 188,563 —
Other investments, at CoSt..................... 2,942 2,942 — — 2,942
Loans held forsale ........ccccooveuvvviinnenn. 10,737 10,737 — 10,737 —
Derivative financial instruments ........... 17 17 17
Net loans receivable .........cccccoevvvvennnen. 1,297,213 1,271,551 — — 1,271,551
Accrued interest ........ccccoeeeevveeeeinneeeennnn. 6,247 6,247 6,247 — —
Financial liabilities:
Non-interest bearing demand................. $ 467,265 $ 467,265 $ — $ 467265 $ —
Interest bearing demand deposits and
money market accounts ..................... 837,711 837,711 — 837,711 —
SAVINGS ...veevvieeieiiieieecie et 102,768 102,768 — 102,768 —
Time deposits ......cceeeveeverierieeieriereeenne. 341,800 336,205 — 336,205 —
Total deposits .....cceeveevereerreereniereeenne. 1,749,544 1,743,949 — 1,743,949 —
Short term borrowings..............ceevveunenns 107,189 107,189 — 107,189 —
Derivative financial instruments ........... 36 36 — 36 —
Junior subordinated debentures............. 14,964 13,445 — 13,445 —
Accrued interest payable....................... 3,416 3,416 3,416 — —
December 31, 2024
Carrying Fair Value
(Dollars in thousands) Amount Total Level 1 Level 2 Level 3
Financial Assets:
Cash and short term investments................ $ 149,828 § 149,828 $149.828 § — 3 —
Available-for-sale securities....................... 279,582 279,582 — 279,582 —
Held-to-maturity securities.............cc.cceenu... 209,413 196,040 — 196,040 —
Other investments, at COSt .............ceevveeenne. 2,679 2,679 — — 2,679
Loans held forsale ...........cccoooevieieennnenne, 9,662 9,662 — 9,662 —
Derivative financial instruments ................ 896 896 — 896
Net loans receivable........ccoovvveeiiiviiinnnnnnnn. 1,207,407 1,160,013 — — 1,160,013
Accrued INtErest ......ccvvvvvvveeeeiiiiieeeeeee e, 6,084 6,084 6,084 — —
Financial liabilities: ..........ccccoeevvieeiiecrieenennnn,
Non-interest bearing demand...................... $ 462,717 § 462,717 $ — $ 462,717 $ —
Interest bearing demand deposits and
money market accounts .............ceeeuenneene. 770,595 770,595 — 770,595 —
SAVINGS ..ot 113,928 113,928 — 113,928 —
Time deposits ....cocveerveeriereenieiieeieee e 328,661 321,258 — 321,258 —
Total deposits ......ceevveeveeeeerieieeieeiereenas 1,675,901 1,668,498 — 1,668,498 —
Short term borrowings.............cceeeveevvennne. 103,110 103,110 — 103,110 —
Junior subordinated debentures.................. 14,964 13,042 — 13,042 —
Accrued interest payable........c..ccceeveieennns 4,666 4,666 4,666 — —
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Note 5—FAIR VALUE MEASUREMENT (Continued)

The following table summarizes quantitative disclosures about the fair value for each category of
assets carried at fair value as of December 31, 2025 and December 31, 2024 that are measured on a recurring
basis.

AVAILABLE-FOR-SALE:
(Dollars in thousands)

December 31,

Description 2025 (Level 1) (Level2) (Level 3)
Available- for-sale securities
US Treasury SECUIIHES ........ovevevevevevrerececeeeeeeeenenennas $ 24,093 $ — $ 24,093 $ —
Government Sponsored Enterprises..........c.ccccveueenne 2,256 — 2,256 —
Mortgage-backed SECUTIties .......cccevereeruerireeeieienne 252,185 — 252,185 —
Small Business Administration pools....................... 8,668 — 8,668 —
Corporate and other Securities .........c..oceevvveevereenennn. 6,907 — 6,907 —
Total Available-for-sale securities.........c.cccccovvrennn. 294,109 — 294,109 —
Derivative financial instruments.............c...cceeeuvenne. 17 — 17 —
TOtAl ..o $ 204,126 $ —  $294,126 $ —

(Dollars in thousands)

December 31,

Description 2024 (Level 1) (Level2) (Level 3)
Available- for-sale securities
US Treasury SeCurities ...........c.ocevveveveeeverereeeerernnnes $ 13,240 $ — $ 13240 $ —
Government Sponsored Enterprises............ccoccveunee. 2,110 — 2,110 —
Mortgage-backed SECUIIHIES ......cccververerereeieeeeeneenn, 244,204 — 244,204 —
Small Business Administration pools...................... 12,079 — 12,079 —
Corporate and other Securities .........ccocvevverceerevennenne 7,949 — 7,949 —
Total Available-for-sale securities..............ccouveeenn. 279,582 — 279,582 —
Derivative financial instruments.............c.ccccveeeveennns 896 — 896 —
g o] 721 TSR $ 280,478 $ —  $280478 $ —

The following table summarizes quantitative disclosures about the fair value for each category of
liabilities carried at fair value as of December 31, 2025 that are required to be remeasured on a recurring basis.
There were no liabilities carried at fair value as of December 31, 2024 that are measured on a recurring basis.

(Dollars in thousands)

December 31,

Description 2025 (Level 1)  (Level2) (Level 3)
Derivative financial instruments ...........ccoeu....... $ 36 $ — 3 36 $ —
TOLAL. ettt $ 36 $ — 3 36 $ —
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Note 5—FAIR VALUE MEASUREMENT (Continued)

The following tables summarize quantitative disclosures about the fair value for each category of
assets carried at fair value as of December 31, 2025 and December 31, 2024 that are measured on a non-
recurring basis. There were no liabilities carried at fair value and measured on a non-recurring basis at

December 31, 2025 and 2024.

(Dollars in thousands)

December 31,

Description 2025 (Level 1)  (Level2) (Level 3)
Other real estate owned:
Mortgage-commercial ...........cocoovevrvvnann. $ 168 $ — $ 168
Total other real estate owned 168 — 168
TOAL. ..o $ 168 $ — 5 $ 168
(Dollars in thousands)
December 31,
Description 2024 (Level 1) (Level 2) (Level 3)
Other real estate owned:
CONSIIUCHON .....oovvveeveeeeveeeeeeveeeeeeeeeee e $ 144 —  $ — 3 144
Mortgage-commercial ..........ccceveererieneenenennne 399 — — 399
Total other real estate owned.............cc............ 543 — — 543
TOAL oo $ 543 $ — $ — 543

The Company has a large percentage of loans with real estate serving as collateral. Loans which are
deemed to be impaired are primarily valued on a nonrecurring basis at the fair value of the underlying real
estate collateral. Such fair values are obtained using independent appraisals, which the Company considers to be
Level 3 inputs. Third party appraisals are generally obtained when a loan is identified as being impaired or at
the time it is transferred to OREO. This internal process would consist of evaluating the underlying collateral to
independently obtained comparable properties. With respect to less complex or smaller credits, an internal
evaluation may be performed. Generally, the independent and internal evaluations are updated annually. Factors
considered in determining the fair value include geographic sales trends, the value of comparable surrounding
properties as well as the condition of the property.

For Level 3 assets and liabilities measured at fair value on a non-recurring basis as of December 31,
2025 and December 31, 2024, the significant unobservable inputs used in the fair value measurements were as
follows:

Fair Value as Significant Significant
of December 31, Observable Unobservable
(Dollars in thousands) 2025 Valuation Technique Inputs Inputs
OREO $ 168 Appraisal Appraisals and or ~ Appraisals discounted 6% to
Value/Comparison sales of comparable ~ 16% for sales commissions
Sales/Other estimates properties and other holding cost
Fair Value as Significant Significant
of December 31, Observable Unobservable
(Dollars in thousands) 2024 Valuation Technique Inputs Inputs
OREO $ 543 Appraisal Appraisals and or ~ Appraisals discounted 6% to
Value/Comparison sales of comparable ~ 16% for sales commissions

Sales/Other estimates properties and other holding cost
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Note 6—PROPERTY AND EQUIPMENT
Property and equipment consisted of the following:

December 31,

(Dollars in thousands) 2025 2024

LANA....oiieeieeeeeeeee ettt ettt $ 9,774 $ 9,804
PIOIMISES ..vveeieeeeeeeeeee e et e e e e e e e eente e e e eteeeeenaeeeennes 29,119 28,768
EQUIPIMENL ...ttt ettt enne e 9,087 8,681
Property and equipment in Progress ........ceeeveereereereereeneereeseeseeeseeeneeenens 84 118
Property and eqUIpMENt, SrOSS .......cc.eecueeeerrierienieereeenieeeeeeeeeeeseeeneeeeeenee, 48,064 47,371
Accumulated depreciation...........coeeveereereereeie e 18,722 17,396
Property and equipment, Net...........ocveuieierienieieeeee e, $ 29342 § 29,975

Depreciation expense included in operating expenses for the years ended December 31, 2025, 2024
and 2023 amounted to $1.7 million, $1.7 million, and $1.8 million, respectively.

As of December 31, 2025 and December 31, 2024 there were no premises held-for-sale. There was no
gain or loss on premises held for sale during the years ended December 31, 2025 and December 31, 2024. There
was no gain or loss on sale of property and equipment during the year ended December 31, 2025. There was a
loss on sale of property and equipment of $5,000 during the year ended December 31, 2024. There was no gain
or loss on sale of property and equipment during the year ended December 31, 2023.

Note 7—GOODWILL, CORE DEPOSIT INTANGIBLE
Intangible assets (excluding goodwill) consisted of the following:

December 31,

(Dollars in thousands) 2025 2024 2023
Core deposit premiums, gross carrying amount................... $ 3358 § 3358 § 3,358
Other intangibles .........cccvevverieriieieieeeeee e 538 538 538
Gross Carrying amouUNt ...........ccecvevvereerieereeeseeeeeseenseenseeeens 3,896 3,896 3,896
Accumulated amortization ..........ccccceeeeveeevieenieenieesieeeeeenns (3,607) (3,450) (3,292)
N ittt ettt ettt eneer e b nen $ 289 § 446 § 604

Based on the core deposit and other intangibles as of December 31, 2025, the following table presents
the aggregate amortization expense for each of the succeeding years ending December 31:

(Dollars in thousands) Amount
2026ttt bbbt h e h ettt h e bbbt aeea et e et e tenbe e $ 158
2027 et bbbttt h e sh bt ettt ettt besae e 131

TOTAL. ettt sttt sttt sttt sttt be e $ 289

Amortization of the intangibles amounted to $158 thousand, $158 thousand, and $158 thousand for the
years ended December 31, 2025, 2024 and 2023, respectively. Goodwill represents the excess of the purchase
price over the sum of the estimated fair values of the tangible and identifiable intangible assets acquired less the
estimated fair value of the liabilities assumed. Goodwill has an indefinite useful life and is evaluated for
impairment annually or more frequently if events and circumstances indicate that the asset might be impaired.
An impairment loss is recognized to the extent that the carrying amount exceeds the asset’s fair value.
Qualitative factors are assessed to first determine if it is more likely than not (more than 50%) that the carrying
value of goodwill is less than fair value. During the year ended December 31, 2025, qualitative factors indicated
it was more likely than not that the carrying value of goodwill was less than fair value, there were no indicators
of impairment at December 31, 2025 and no quantitative testing was performed.
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Note 7—GOODWILL, CORE DEPOSIT INTANGIBLE (Continued)

The Company’s carrying amount of goodwill at December 31, 2025, December 31, 2024, and changes
to the goodwill are summarized as follows:

December 31,

(In thousands) 2025 2024

Balance—beginning of YEar...........ccceveiriiieinieieiieieeieeeeeeeeeeen, $ 14,637 $ 14,637
Acquired GOOdWill ........coouiiiiiiiiieie e, — —
IMPAITMENL. ..ottt — —

Balance, end 0f YEar..........ccoovcviviiivieiieieeieereeeeeeeee e, $ 14637 $ 14,637

Note 8—OTHER REAL ESTATE OWNED

The following summarizes the activity in the other real estate owned for the years ended December 31,
2025 and 2024.

December 31,

(In thousands) 2025 2024
Balance—beginning of year..........cccoecieieienieieeeeeee e $ 543§ 622
WIIE-AOWNS ...ttt ettt b e e ereens (125) (79)
SLES .. tieitieeie et et e e rbeenaaeeereens (250) —
Balance, end Of YEaT..........ccoovoviievieeeieeeeeeeeeeeeeee e, $ 168 § 543
Note 9—DEPOSITS

The Company’s total deposits are comprised of the following at the dates indicated:

December 31, December 31,

(Dollars in thousands) 2025 2024
Non-interest bearing deposits.........ccceeveevveeveivieieerieieeeeenn, $ 467,265 $ 462,717
Interest bearing demand deposits and money
MArKEt ACCOUNTS ......eoovviiieeieee et eeeee e e e ens 837,711 770,595
SAVINGS ..ottt 102,768 113,928
TIME dEPOSILS ..eouereneeeiieeiieeiieie ettt 341,800 328,661
TOtal dEPOSIES.....voveeeevieiiereeiietceeee ettt $§ 1,749,544 § 1,675,901

Time deposits above include zero and $10.4 million in brokered deposits as of December 31, 2025 and
December 31, 2024, respectively.

At December 31, 2025, the scheduled maturities of time deposits are as follows:

(Dollars in thousands)

2026ttt ettt ettt ettt ettt er e et e ateeereeaeenes $ 332,695
2027 ettt ettt ettt ettt et e et ere et e artenreereanes 5,513
2028 ettt ettt ettt ettt e ettt et et ettt te et e enreetbeetteereereennas 1,963
2029 ettt ettt ettt et e ettt te et er e et e ettenteereeneas 750
2030 ANA LT .....ecviiiiiicieecee e e ettt e e aae e 879
TOLAL .ttt et ettt et e ettt et e et e et e et e eta e re e teereennas $ 341,800

Time deposits that meet or exceed the FDIC insurance limit of $250 thousand at December 31, 2025
and December 31, 2024 were $101.8 million and $89.0 million, respectively.

Deposits from directors and executive officers and their related interests at December 31, 2025 and
2024 amounted to approximately $27.8 million and $17.6 million, respectively.
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Note 9—DEPOSITS (Continued)

The amount of overdrafts classified as loans at December 31, 2025 and 2024 were $64 thousand and
$57 thousand, respectively.

Note 10—SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE AND OTHER
BORROWED MONEY

Securities sold under agreements to repurchase generally mature within one day to four days from the
transaction date. The weighted average interest rate at December 31, 2025 and 2024 was 2.18% and 2.55%,
respectively. The maximum month-end balance during 2025 and 2024 was $148.8 million and $107.1 million,
respectively. The average outstanding balance during the years ended December 31, 2025 and 2024 amounted
to $111.9 million and $77.2 million, respectively, with an average rate paid of 2.42% and 2.83%, respectively.
Securities sold under agreements to repurchase are collateralized by U.S. government and agency securities
with fair market values exceeding the total balance of the agreement.

At December 31, 2025 and 2024, the Company had unused short-term lines of credit totaling $112.5
million and $87.5 million respectively.

Note 11—ADVANCES FROM FEDERAL HOME LOAN BANK

As collateral for its advances, the Company has pledged in the form of blanket liens and eligible loans,
in the amount of $27.2 million at December 31, 2025. Securities have been pledged as collateral for advances in
the amount of $46.0 million as of December 31, 2025. As collateral for its advances, the Company has pledged
in the form of blanket liens, eligible loans, in the amount of $28.9 million at December 31, 2024. Securities
have been pledged as collateral for advances in the amount of $53.5 million as of December 31, 2024.
Advances are subject to prepayment penalties. The average advances during 2025 and 2024 were zero and
$54.8 million, respectively. The average interest rate for 2025 and 2024 was zero and 5.12%, respectively. The
maximum outstanding amount at any month end was zero million and $90.0 million for 2025 and 2024,
respectively.

During the year ended December 31, 2025, there were no advances that were prepaid. Accordingly, no
losses were realized on early extinguishment. During the year ended December 31, 2024, there were $35
million in advances that were prepaid. The loss realized on early extinguishment of these advances was $229
thousand.

Note 12—JUNIOR SUBORDINATED DEBT

On September 16, 2004, FCC Capital Trust I (“Trust I”’), a wholly owned unconsolidated subsidiary of
the Company, issued and sold floating rate securities having an aggregate liquidation amount of $15.0 million.
Until the cessation of LIBOR on June 30, 2024, the securities accrued and paid distributions quarterly at a rate
of three month LIBOR plus 257 basis points, thereafter, such distributions to be paid quarterly transitioned to an
adjusted Secured Overnight Financing Rate (SOFR) index in accordance with the Federal Reserve’s final rule
implementing the Adjustable Interest Rate Act. The distributions are cumulative and payable in arrears. The
Company has the right, subject to events of default, to defer payments of interest on the Trust I securities for a
period not to exceed 20 consecutive quarters, provided no extension can extend beyond the maturity date of
September 16, 2034. The Trust I securities are mandatorily redeemable upon maturity at September 16, 2034. If
the Trust I securities are redeemed on or after September 16, 2009, the redemption price will be 100% of the
principal amount plus accrued and unpaid interest. The Trust I security were eligible to be redeemed in whole
but not in part, at any time prior to September 16, 2009 following an occurrence of a tax event, a capital
treatment event or an investment company event. Currently, these securities qualify under risk-based capital
guidelines as Tier 1 capital, subject to certain limitations. The Company has no current intention to exercise its
right to defer payments of interest on the Trust I securities. In 2015, the Company redeemed $500 thousand of
this Trust I security. This resulted in a gain of $130 thousand received in 2015.
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Note 13—LEASES

The Company has operating leases on three of its facilities at December 31, 2025 and three of its
facilities at December 31, 2024.

The remaining three leases have maturities ranging from May 2027 to December 2038 some of which include
extensions of multiple five-year terms. The right-of-use asset was $2.2 million and $2.5 million at December
31,2025 and December 31, 2024, respectively. The lease liability was $2.4 million and $2.6 million at
December 31, 2025 and December 31, 2024, respectively. During the twelve-month period ended December 31,
2025, the Company made cash payments in the amount of $432.9 thousand for operating leases and the lease
liability was reduced by $780.0 thousand. The lease expense recognized during the twelve-month periods ended
December 31, 2025, December 31, 2024, and December 31, 2023 amounted to $389.6 thousand, $423.9
thousand, and $448.5 thousand, respectively. The weighted average remaining lease term as of December 31,
2025, is s10.74 years and the weighted average discount rate used is 4.24%. The following table shows future
undiscounted lease payments for operating leases with initial terms of one year or more as of December 31,
2025.

(Dollars in thousands)

2026ttt h ettt b bbbt bt a et et st naeeaes $ 386
2027 e bttt b e bbbt b e a ettt st ebes 363
2028 ettt ettt h e bt bbbt et ettt saeebes 303
2029 ettt bbbt bbbttt ettt e 178
2030 ettt ettt ettt e st e st e a s et e beebe et e ene st ententenseseteereeseens 181
TRETEATIET ..ottt e e e e e et e e e e e s e naaaeeeeeeeas 1,586
Total undiscounted 1€ase PAYMENLS........c.cevueerieriiriiieieniereere e § 2997
Less effect of diSCOUNTING. ......ccoiiiiiiiiiiiee e (624)
Present value of estimated lease payments (lease liability).........cccccocevirenincnncne. $§ 2373

Note 14—INCOME TAXES
Income tax expense for the years ended December 31, 2025, 2024 and 2023 consists of the following:

Year ended December 31

(Dollars in thousands) 2025 2024 2023

CUITENL. ...ttt eaae e

FOACTAL .ottt eaes $ 6537 $ 3,576 $ 2,937

SEALE ...veveereeee ettt ettt e ens 232 219 627
Total CUITENT......vvviieeiiieieeeeceeeeeeeeee e 6,769 3,795 3,564

Deferred

Federal.......ccoooiiieiieieeee e (1,012) 71 (327)

SEALE ...veveereeee ettt ettt ettt ettt (103) (51) (40)
Total Deferred.........ccovveviereierieiieeeeee e (1,115) 20 (367)

INCOME tAX EXPENSE ...vvevvieeererieeereteeeereeeeee et $ 5654 $ 3815 $ 3,197
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Note 14—INCOME TAXES (Continued)

Reconciliation from expected federal tax expense to effective income tax expense for the periods
indicated are as follows:

Year ended December 31

(Dollars in thousands) 2025 2024 2023
Expected federal income tax expense............c...v....... $5220 21.00% $3,732 21.00% $ 3,159 21.00%
State income tax net of federal benefit ...................... 102 0.41% 133 0.54% 464 3.08%
Tax exXempPt INLETEST ...eevvvierreeiieeiieeiieeiee e eiee e 227) -091%  (195) -0.78%  (275) -1.83%
Increase in cash surrender value life insurance.......... (174) -0.70%  (168) -0.68%  (176) -1.17%
Valuation allowance ............ccoeeveeeerieneecreeneceeseenne 4 0.02% 64  0.26% 93 0.62%
Life Insurance Proceeds........ccccoeevvveieieeieenieeneennne. — 0.00% —  0.00% (19) -0.13%
Excess tax benefit of stock compensation ................. —  0.00% 30 0.12% —  0.00%
TaX Credits ..oveeeeeeieece et (22) -0.09% 105 0.42% —  0.00%
OthET . 751 3.02% 114  0.46% (49) -0.33%
TOtAl ..o $5,654 22.75% $3,815 21.33% $3,197 21.25%

The following is a summary of the tax effects of temporary differences that give rise to significant
portions of the deferred tax assets and deferred tax liabilities:

December 31,

(Dollars in thousands) 2025 2024
Assets:

AlloWance fOr CrEdit 10SSES......oeiiiuriieieieee et $ 2950 $ 2,813
Unfunded COMMItMENTS. ..........ooiiiiiiiiiiie et e e ean 113 103
Excess tax basis of deductible intangible assets ..........ccevveeveeeiiiieiieciiee e 14 26
Net operating 10ss carry fOrward .........c.cooeieiieiiiiieeee e e 1,001 997
Unrealized losses on available-for-sale SECUTLItIES .........coovvviivieviiiiiiieeeeie e 2,667 4,191
Unrealized losses on held-to-maturity SECUIIHIES .....ccveveververeerrieiieieeeeenieereeveeeneneeens 2,225 2,557
Compensation expense deferred for taX purpoSes ........ccceecveeververieecieecienieneeseeie e 1,622 1,528
Deferred loss on other-than-temporary-impairment charges ............ccceeeeeververeeenennee. 5 5
Origination INCOME & COSES......eeverieriieriieiieie et eeeeee ettt e e eseesesnaesneesns 491 439
Other Real Estate OWNEd..........c..ooiiiiiiiieiiee e 227 228
Accrued bonuses and VACATION. ..........cc..eeieiuieiieiiee et 330 76
OB .t e e e e e e e et e e e et e e e ate e e e eaeaaaan 579 42
Total dEfEITEA tAX ASSEL.....uueiiiieeeiieieieie ettt e et e e ettt e e e see e e s eaaeeesenneeeean 12,224 13,025
ValUALION TESETVE ...eecuvieeiieeiiieeiiieeieeeieeeteesreeeteesbeesaeessseessseessseessseessseessseessseessseensses (1,077) (1,073)
Total deferred tax asset net of valuation TESEIVE .........oovvvviviiceeeieiiieeeeeeeeeeeee e 11,147 11,952
Liabilities:

Tax depreciation in excess of book depreciation............cecveeviecieecieiieneeneenieeee e 657 668
Excess financial reporting basis of assets acquired ............coecveeveeeerieneeneeneeeeeeee 830 863
Total deferred tax Habilities.......c..oeeviuviiieiriee e 1,487 1,531
Net deferred tax asset reCOZNIZEd ........cuevvereierierieieeie e $ 9660 $ 10421

126



Note 14—INCOME TAXES (Continued)

The Company has approximately $25.6 million and $25.2 million in state net operating losses at December
31, 2025 and 2024, respectively. A valuation allowance is established to fully offset the deferred tax asset related to
these net operating losses of the holding company. The ultimate realization of deferred tax assets is dependent upon
the generation of future taxable income during the periods in which the temporary differences become deductible.
Management considers the scheduled reversal of deferred income tax liabilities, projected future taxable income and
tax planning strategies in making this assessment. Additional amounts of these deferred tax assets considered to be
realizable could be reduced in the near term if estimates of future taxable income during the carry forward period are
reduced. The net deferred asset is included in other assets on the consolidated balance sheets.

A portion of the change in the net deferred tax asset relates to unrealized gains/losses on securities
available-for-sale and held-to-maturity. The tax expense related to the change of $1.9 million has been recorded
directly to accumulated other comprehensive income within shareholders’ equity. The balance in the change in
net deferred tax asset results from the current period deferred tax benefit of $1.1 million. At December 31, 2025
and 2024, the Company had no federal net operating loss carryforward.

Tax returns for 2022 and subsequent years are subject to examination by taxing authorities.

As of December 31, 2025, the Company had no material unrecognized tax benefits or accrued interest
and penalties. It is the Company’s policy to account for interest and penalties accrued relative to unrecognized
tax benefits as a component of income tax expense.

During the year ended December 31,2025, the Company paid $5.5 million in cash for federal, state, and
local income taxes. Of this $5.5 million, $5.4 million was for federal income taxes, and $134 thousand for other state
or local income tax paid (no state was greater than 5% of total cash paid for federal, state, and local income taxes).
During the year ended December 31, 2024 the Company paid $3.8 million in cash for federal, state, and local income
taxes. Of this $3.8 million, $3.4 million was for federal income taxes, $305 thousand was for South Carolina income
taxes, and $17 thousand for other state or local income tax paid (those states with less than 5% of total cash paid for
federal, state, and local income taxes). During the year ended December 31, 2023, the Company paid $3.6 million in
cash for federal, state, and local income taxes. Of this $3.6 million, $2.8 million was for federal income taxes, $565
thousand was for South Carolina income taxes, and $169 thousand for other state or local income tax paid (those
states with less than 5% of total cash paid for federal, state, and local income taxes).

Note 15—COMMITMENTS, CONCENTRATIONS OF CREDIT RISK, AND CONTINGENCIES
Commitments

The Bank is party to financial instruments with off-balance-sheet risk in the normal course of business
to meet the financing needs of its customers. These financial instruments include commitments to extend credit.
These instruments involve, to varying degrees, elements of credit risk in excess of the amount recognized in the
consolidated balance sheets.

The Bank’s exposure to credit loss in the event of nonperformance by the other party to the financial
instrument for commitments to extend credit is represented by the contractual amount of these instruments. The
Bank uses the same credit policies in making commitments as for on-balance sheet instruments. At December
31, 2025 and 2024, the Bank had commitments to extend credit including lines of credit of $211.2 million and
$180.2 million, respectively.

Commitments to extend credit are agreements to lend to a customer as long as there is no violation of
any condition established in the contract. Commitments generally have fixed expiration dates or other
termination clauses and may require payment of a fee. Since commitments may expire without being drawn
upon, the total commitments do not necessarily represent future cash requirements. The Bank evaluates each
customer’s creditworthiness on a case-by-case basis. The amount of collateral obtained, if deemed necessary by
the Bank upon extension of credit, is based on management’s credit evaluation of the party. Collateral held
varies but may include inventory, property and equipment, residential real estate and income producing
commercial properties.
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Note 15—COMMITMENTS, CONCENTRATIONS OF CREDIT RISK, AND CONTINGENCIES
(Continued)

Concentrations of credit risk

The primary market areas served by the Bank include the following regions and their component
counties: the Midlands Region of South Carolina to include Lexington, Richland, Newberry, and Kershaw
Counties; the Central Savannah River Region to include Aiken County, South Carolina and Richmond and
Columbia Counties in Georgia; the Upstate Region to include Greenville, Anderson, and Pickens Counties in
South Carolina, and the Piedmont Region of South Carolina, to include York County. Management closely
monitors its credit concentrations and attempts to diversify the portfolio within its primary market area. The
Company considers concentrations of credit risk to exist when pursuant to regulatory guidelines, the amounts
loaned to multiple borrowers engaged in similar business activities represent 25% or more of the Bank’s risk-
based capital, or approximately $48.4 million.

Based on these criteria, the Bank had five such concentrations at December 31, 2025, shown below:

(Dollars in thousands) December 31,
Portfolio loan concentrations greater than or equal to 25% of the Bank’s risk-based capital 2025
Lessors of non-residential PrOPeItY .........ceeverierieriieieeie ettt see ettt seee s eeens $ 357,097
Lessors of residential PrOPEITY.......cceeiueerieerierieeieriieniee e ete ettt e ittt eeaesee e e e saeeneeeeeeneene 163,325
Private ROUSEROIAS ....cc.vvviiiieeiiee ettt e st e e et e e eeaaeeesenaeeeens 93,657
Other activities related t0 TEAl ESTALE........cc.uveiiieiiiiiiiie ettt ettt e e e e e s eaeeeens 61,988
5 (1= RPN 59,050
Total portfolio loan concentrations greater than or equal to 25% of the Bank’s

TISK-DASEA CAPILAL.....vvevieeieiieiieii ettt ettt ettt esb e s e b e sbeeseeseessessensensas $ 735,117

The risk in these portfolios is diversified over a large number of loans; approximately 2,640 total loans
compose the concentrations shown above. Additionally, within the commercial real estate portfolio, a
significant portion of the loans are owner-occupied, which can tend to reduce the risk associated with these
credits. Although the Bank’s loan portfolio, as well as existing commitments, reflects the diversity of its market
areas, a substantial portion of its debtor’s ability to honor their contracts is dependent upon the economic
stability of these areas.

Contingencies

The nature of the business of the Company and Bank may at times result in a certain amount of
litigation. The Bank is involved in certain litigation that is considered incidental to the normal conduct of
business. Management believes that the liabilities, if any, resulting from the proceedings will not have a
material adverse effect on the consolidated financial position, consolidated results of operations or consolidated
cash flows of the Company.

Note 16—REVENUE RECOGNITION

In accordance with Topic 606, revenues are recognized when control of promised goods or services is
transferred to customers in an amount that reflects the consideration the Company expects to be entitled to in
exchange for those goods or services. To determine revenue recognition for arrangements that an entity
determines are within the scope of Topic 606, the Company performs the following five steps: (i) identify the
contract(s) with a customer; (ii) identify the performance obligations in the contract; (iii) determine the
transaction price; (iv) allocate the transaction price to the performance obligations in the contract; and (v)
recognize revenue when (or as) the Company satisfies a performance obligation.
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Note 16—REVENUE RECOGNITION (Continued)

The Company only applies the five-step model to contracts when it is probable that the entity will
collect the consideration it is entitled to in exchange for the goods or services it transfers to the customer. At
contract inception, once the contract is determined to be within the scope of Topic 606, the Company assesses
the goods or services that are promised within each contract and identifies those that contain performance
obligations and assesses whether each promised good or service is distinct. The Company then recognizes as
revenue the amount of the transaction price that is allocated to the respective performance obligation when (or
as) the performance obligation is satisfied.

Deposit Service Charges: The Bank earns fees from its deposit customers for account maintenance,
transaction-based and overdraft services. Account maintenance fees consist primarily of account fees and
analyzed account fees charged on deposit accounts on a monthly basis. The performance obligation is satisfied
and the fees are recognized on a monthly basis as the service period is completed. Transaction-based fees on
deposits accounts are charged to deposit customers for specific services provided to the customer, such as non-
sufficient funds fees, overdraft fees, and wire fees. The performance obligation is completed as the transaction
occurs and the fees are recognized at the time each specific service is provided to the customer.

Check Card Fee Income: Check card fee income represents fees earned when a debit card issued by
the Bank is used. The Bank earns interchange fees from debit cardholder transactions through the Mastercard
payment network. Interchange fees from cardholder transactions represent a percentage of the underlying
transaction value and are recognized daily, concurrently with the transaction processing services provided to the
cardholder. The performance obligation is satisfied and the fees are earned when the cost of the transaction is
charged to the card. Certain expenses directly associated with the debit card are recorded on a net basis with the
fee income. This income is recognized within “Other” below.

(Dollars in thousands) December 31, December 31,
Non-Interest Income 2025 2024
DepOsit SEIVICE CHATZES .....oveveiviieeieiiieeieteeete ettt $ 922§ 952
Mortgage banking income) ..............ccooueueuiieieeeeeeeeeeeeeceee e 3,270 2,368
Investment advisory fees and non-deposit commissionsV........................ 7,565 6,181
Gain on sale of other real estate owned™ ...............ccccoeveiiiirieiiieeen. 127 —
Loss on sale 0f Other assSets..........ccvveeriierieiiiieriecie e — )
NON-TECUITING INCOMEC. ... cvverereereteereesteereseeesseesseesseesseeseesseesseeseessessessees 190 105
OUhEIP ...ttt n st 4,871 4,403
Total NON-INEIESt INCOME ......evvieieceeeeeeeeeeeeee ettt $ 16,945 $ 14,004

(M Not within the scope of ASC 606
@ Includes Check Card Fee income discussed above. No other items are both material and within the scope of
ASC 606.

Note 17—OTHER INCOME AND OTHER EXPENSE
A summary of the components of other non-interest income is as follows:

Year ended December 31,

(In thousands) 2025 2024 2023
ATM/debit card INCOME.........eeeereeeeeeeeee e $ 2875 $ 2,758 $§ 2771
Recurring income on bank owned life insurance....................... 827 799 745
Rental iNCOME........eocvieiieiicieiieeee e 466 395 370
Other fees including safe deposit box fees .........ccoocverivecieennennen. 236 230 230
Wire transfer feeS......covvverierieiiiie e 147 123 119
ONET vttt ettt sa e enens 320 98 283
TOAL vttt ettt sb et sb et enn et $§ 4871 § 4403 $§ 4,518
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Note 17—OTHER INCOME AND OTHER EXPENSE (Continued)
A summary of the components of other non-interest expense is as follows:

Year ended December 31,

(Dollars in thousands) 2025 2024 2023

Core banking and electronic processing and services.............cococvenee.... $§ 2955 $§ 2736 $§ 2,512
ATM/debit card ProCeSSING .........ccvevviereereenierieesieeseesaesaeseesseenseeeenns 1,569 1,280 1,074
Software subscriptions and SEIVICES .........c.cccvereerirerieeiierienieeieeaeseeees 1,576 1,260 1,008
SUPPLICS .ttt ettt 159 151 134
TEIEPIONE ...ttt 439 517 485
COUTIRT ..ttt ettt ettt b et be et e et et e beebeebeeseeneeneeneenee 313 296 284
COTTESPONAENE SETVICES ...vveeveeeerieeieerreeereesreeeiteesreesseessseessseessesssseees 295 303 354
TNSUTANCE. ....eeeitieiiieeteee ettt ettt ettt e e e aaeesaneenes 435 406 381
Debit card and Fraud L0SSES........ccvevvirierieniieiieieeieeeeie e 209 199 422
Investment adViSOTY SEIVICES.......cververierierieeeeeieeieseeeseeeseesesnessneneeas 365 344 329
Loan processing and cloSING COSES........eviervirreiriierieniieniieieeieeneseeeneens 328 236 331
DIrECLOT FEES ooouvviiiiieiie ettt sa e e a e e sare e 649 603 601
Legal and Professional fees ..........ccceeveeeviieiiiieeciieciiecieeceeeee e 1,533 1,205 1,042
Shareholder EXPenSe.........cvvieviiiiiierieeieere ettt 289 277 197
OtNCT ..ttt sttt 1,083 895 957
TOLALL ettt $ 12,197 $ 10,708 $ 10,111

Note 18—STOCK OPTIONS, RESTRICTED STOCK, RESTRICTED STOCK UNITS, AND
DEFERRED COMPENSATION

At December 31, 2025, unrecognized compensation cost related to non-vested restricted stock and
units totaled $3.1 million, expected to be recognized over a weighted average period of 1.0 years. The table
below shows the components of “nonvested restricted stock and stock units” as of the years ended December
31, 2025 and 2024.

(Dollars in thousands) As of December 31,

Nonvested restricted stock and stock units 2025 2024
Non-employee director deferred compensation stock plan deferred stock units ..  $ 1,823  § 1,600
Time-based restricted stock units - officer..........cccoooeeiiiiiiiiiiiie e 525 481
Performance-based restricted stock units - officer...........ccooeeeiiiiiiiiiiiicee 921 561
Restricted stock — officer and dir€Ctor.........coeevievieiiiieiieiiciecece e (204) 3)

Total nonvested restricted stock and StOCK UNItS...........cocovvriiieieiiiiiiiiiiiee e $ 3,065 $ 2,639

Non-Employee Director Deferred Compensation Plan

Under the Company’s Non-Employee Director Deferred Compensation Plan, as amended and restated
effective as of January 1, 2021, a director may elect to defer all or any part of annual retainer and monthly
meeting fees payable with respect to service on the board of directors or a committee of the board. Units of
common stock are credited to the director’s account as of the last day of such calendar quarter during which the
compensation is earned and are included in dilutive securities in the table above. The non-employee director’s
account balance is distributed by issuance of common stock within 30 days following such director’s separation
from service from the board of directors.
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Note 18—STOCK OPTIONS, RESTRICTED STOCK, RESTRICTED STOCK UNITS, AND
DEFERRED COMPENSATION (Continued)

The table below shows the following information related to First Community Corporation’s Non-
Employee Director Deferred Compensation Plan: accumulated share units and accrued amounts as of the years
ended December 31, 2025, 2024 and 2023; and the related director compensation expense for the twelve months
ended 2025, 2024, and 2023.

Twelve Months ended December 31,

2025 2024 2023
Non-employee director deferred compensation
plan accumulated share Units............cecveeieeeieeienierieeee e 120,575 111,166 103,133
Accrued amounts (dollars in thousands)..............cccoceeveveeieeenennn, $ 1,823  § 1,600 $ 1,439
Related director compensation expense (dollars in thousands)........ $ 152§ 90 § 125

First Community Corporation 2021 Omnibus Equity Incentive Plan

In 2021, the Company and its shareholders adopted an omnibus equity incentive plan whereby 225,000
shares were reserved for issuance by the Company to help the company attract, retain and motivate directors,
officers, employees, consultants and advisors of the Company and its subsidiaries (the “2021 Plan”). The 2021
Plan replaced the 2011 Plan. All awards granted during 2025, 2024, and 2023 were granted under the First
Community Corporation 2021 Omnibus Equity Incentive Plan.

The table below shows stock awards granted during the twelve months ended December 31, 2025,
2024, and 2023.

(In shares/units) Twelve Months ended December 31,
2025 2024 2023
Time-based restricted stock units - officer ..........ccooovvvvvvveriennnnn. 14,126 15,095 12,562
Performance-based restricted stock units — officer..................... 18,834! 20,1262 16,7493
Restricted stock — Officer.........ooovviveviiiiiieiiiiceeeeeeeeeee e 10,689 206 259
Restricted stock — dir€Ctor .......ccuvveveeveeeeeieeeceeeeeeeeeeeeee e 8,400 13,464 7,590

1
2
3

18,834 units represent the target payout with a maximum payout of 37,668 units.
20,126 units represent the target payout with a maximum payout of 40,253 units.
16,749 units represent the target payout with a maximum payout of 33,500 units.

The table below shows the fair value of stock awards granted during the periods.

(Dollars in thousands) Twelve months ended December 31,
2025 2024 2023
Time-based restricted stock units - Officer ..........ccovvvvvvvevvenennen. $ 370 $ 271  $ 255
Performance-based restricted stock units — officer...................... 493! 3622 340°
Restricted stock — OffiCer......coouiiiiiiiiiiciiceeeeccecee e 286 3 5
Restricted StOCK — dIr€CtOT ......cveveevieeeeeeeeeeeeeceeeeete e $ 220 $ 242§ 154

1
2

$493 thousand represents the target payout with a maximum payout of $986 thousand.
$362 thousand represents the target payout with a maximum payout of $723 thousand.
3 $340 thousand represents the target payout with a maximum payout of $680 thousand.

At December 31, 2025, unrecognized compensation cost related to non-vested restricted stock and
units totaled $, expected to be recognized over a weighted average period of x.x years. The weighted average
grant-date fair value of awards granted in 2025 was $XX.XX per share.
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Note 18—STOCK OPTIONS, RESTRICTED STOCK, RESTRICTED STOCK UNITS, AND
DEFERRED COMPENSATION (Continued)

The table below shows the compensation expense related to stock awards granted during the twelve
months ended December 31, 2025, 2024 and 2023.

(Dollars in thousands) Year ended December 31,
Compensation expense related to stock awards 2025 2024 2023
Time-based restricted stock units — officer’............ococovvvvvieiivveinnen, $ 290 % 246 % 163
Performance-based restricted stock units — officer?..........ccoeeeovereenenn.n. 605 314 264
Restricted StoCk — OFFICEI ..o 90 6 120
Restricted Stock — dir€Ctor®...........oovvviivieeiieeeeeeeeee e $ 220 % 242 % 167

' Expense in 2025 and 2024 was related to stock awards granted under the First Community Corporation

2021 Omnibus Equity Incentive Plan. Expense in 2023 consists of $159.8 thousand related stock awards
granted under the First Community Corporation 2021 Omnibus Equity Incentive Plan and $3.2 thousand
related stock awards granted under the First Community Corporation 2011 Stock Incentive Plan.

Expense in 2025 was related to stock awards granted under the First Community Corporation 2021
Omnibus Equity Incentive Plan. Expense in 2024 consists of $300.7 thousand related stock awards granted
under the First Community Corporation 2021 Omnibus Equity Incentive Plan and $13 thousand related
stock awards granted under the First Community Corporation 2011 Stock Incentive Plan. Expense in 2023
consists of $186.0 thousand related stock awards granted under the First Community Corporation 2021
Omnibus Equity Incentive Plan and $78.0 thousand related stock awards granted under the First
Community Corporation 2011 Stock Incentive Plan.

Expense in 2025 was related to stock awards granted under the First Community Corporation 2021
Omnibus Equity Incentive Plan. Expense in 2024 consists of $3.4 thousand related stock awards granted
under the First Community Corporation 2021 Omnibus Equity Incentive Plan and $2.5 thousand related
stock awards granted under the First Community Corporation 2011 Stock Incentive Plan. Expense in 2023
consists of $17.2 thousand related stock awards granted under the First Community Corporation 2021
Omnibus Equity Incentive Plan and $102.8 thousand related stock awards granted under the First
Community Corporation 2011 Stock Incentive Plan.

Expense in 2025, 2024, and 2023 was related to stock awards granted under the Community Corporation
2021 Omnibus Equity Incentive Plan.

The table below shows the First Community Corporation 2021 Omnibus Equity Incentive Plan (“2021
Incentive Plan”) initial reserve at May 19, 2021; stock awards granted under the 2021 Incentive Plan from its
inception through December 31, 2025; and the remaining reserve under such plan at December 31, 2025.

(In shares/units)

First Community Corporation 2021 Omnibus Equity Incentive Plan 2025
Initial reserve — May 19, 2021 ..ottt enee 225,000
Additional reserve — May 20, 2025 .......oouiiieieieiee ettt sae et ne e eneens 450,000
Shares/units granted
Time-based restricted stock UNits - OffICET ......eeviviiiiiiiecicie e (53,521)
Performance-based restricted stock units — OffiCer! ...........ooovovevieieveeiieieceeeceeeee e (67,447)
Restricted StOCK — OFICET......ievieiieieciei et (13,355)
Restricted StOCK — QITECIOT.....c.uieiieieeiieiieieeie et ettt ete e s sseeneenseenneens (36,813)
Remaining reserve — December 31, 2025 ... .ooui ittt 503,864

' Performance-based restricted stock units are initially granted and expensed at target levels; however, they

are reserved at maximum levels. The maximum level for 2025 was 37,668.
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Note 19—EMPLOYEE BENEFIT PLANS

The Company maintains a 401(k) plan, which covers substantially all employees. Participants may
contribute up to the maximum allowed by the regulations. During the years ended December 31, 2025, 2024
and 2023, the plan expense amounted to $744 thousand, $698 thousand, and $659 thousand, respectively. The
Company matches 100% of the employees’ contribution up to 3% and 50% of the employees’ contribution on
the next 2% of the employees’ contribution.

The Company acquired various single premium life insurance policies from DutchFork Bancshares
that are used to indirectly fund fringe benefits to certain employees and officers. A salary continuation plan was
established payable for two key individuals upon attainment of age 63. The plan provides for monthly benefits
of $2,500 each for seventeen years for two individuals.

The Company acquires various life insurance policies to fund fringe benefits to certain key employees.
The cash surrender value at December 31, 2025 and 2024 of all bank owned life insurance was $31.8 million
and $31.0 million, respectively. Expenses accrued for the anticipated benefits under the salary continuation
plans for the year ended December 31, 2025, 2024 and 2023 amounted to $405 thousand, $417 thousand, and
$482 thousand, respectively.

Note 20—EARNINGS PER COMMON SHARE

Diluted earnings per share reflects the dilutive effect of restricted stock awards and restricted stock
units using the treasury stock method. Anti-dilutive awards, if any, are excluded from the calculation of diluted
earnings per share. The following reconciles the numerator and denominator of the basic and diluted earnings
per common share computation:

Year ended December 31,

(Amounts in thousands) 2025 2024 2023
Numerator (Included in basic and diluted earnings per share) .............. $ 19,205 $§ 13,955 $§ 11,843
Denominator

Weighted average common shares outstanding for:

Basic earnings per common Share ...........c..cceeverieerreeceenieseeneesnennenenns 7,663 7,617 7,568
Dilutive securities:

Deferred compensation .............ccveveerieeeierienienieeieeeeseeseeee e 98 85 79
Diluted common shares outstanding............cceceeeeerveriereecreecienieseeenn 7,761 7,702 7,647
Basic earnings per common Share ............ccocoeveveereeieeeiseeeisreeeeeneneens $ 251 3% 1.83 § 1.56
Diluted earnings per common Share ............c.ccecveveeveeeisreeeisreeeeesenenns $ 247 3 1.81 3 1.55
The average market price used in calculating assumed

NUMDET OF SHATES .....cvveviieeiciiiceceiee et $§ 2556 $ 1979 § 18.70

Note 21—SHAREHOLDERS’ EQUITY, CAPITAL REQUIREMENTS AND DIVIDEND
RESTRICTIONS

The Company and Bank are subject to various federal and state regulatory requirements, including
regulatory capital requirements. Failure to meet minimum capital requirements can initiate certain mandatory
and possibly additional discretionary actions that, if undertaken, could have a direct material effect on the
Company’s financial statements. Under capital adequacy guidelines and the regulatory framework for prompt
corrective action, the Company and Bank must meet specific guidelines that involve quantitative measures of
the Company’s assets, liabilities, and certain off-balance sheet items as calculated under regulatory accounting
practices. The Company and Bank capital amounts and classification are also subject to qualitative judgments
by the regulators about components, risk weighting, and other factors. The Bank is required to maintain
minimum Tier 1 capital, Common Equity Tier I (CET1) capital, total risked based capital and Tier 1 leverage
ratios of 6%, 4.5%, 8% and 4%, respectively.
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Note 21—SHAREHOLDERS’ EQUITY, CAPITAL REQUIREMENTS AND DIVIDEND
RESTRICTIONS (Continued)

Regulatory capital rules adopted in July 2013 and fully phased in as of January 1, 2019, which we refer
to as Basel III, impose minimum capital requirements for bank holding companies and banks. The Basel I1I
rules apply to all national and state banks and savings associations regardless of size and bank holding
companies and savings and loan holding companies other than “small bank holding companies,” generally
holding companies with consolidated assets of less than $3 billion (such as the Company). In order to avoid
restrictions on capital distributions or discretionary bonus payments to executives, a covered banking
organization must maintain a “capital conservation buffer” on top of our minimum risk-based capital
requirements. This buffer must consist solely of common equity Tier 1, but the buffer applies to all three
measurements (common equity Tier 1, Tier 1 capital and total capital). The capital conservation buffer consists
of an additional amount of CET1 equal to 2.5% of risk-weighted assets.

Based on the foregoing, as a small bank holding company, we are generally not subject to the capital
requirements unless otherwise advised by the Federal Reserve; however, our Bank remains subject to the capital
requirements.

The Bank exceeded the minimum regulatory capital ratios at December 31, 2025 and 2024, as set forth
in the following table:

Minimum
Required Actual Excess
(In thousands) Amount % Amount % Amount %
The Bank(®:
December 31, 2025
Risk Based Capital
Tier 1 .o $ 82,058 6.0% $ 179,295 13.1% $§ 97,237 7.1%
Total Capital ................. $ 109,411 8.0% $ 193,650 142% $§ 84,239 6.2%
CET.cooiieeeeee, $ 61,544 4.5% $ 179,295 13.1% $ 117,751 8.6%
Tier 1 Leverage ................ $ 82,782 4.0% $ 179,295 8.7% $§ 96,513 4.7%
December 31, 2024
Risk Based Capital
1515 o R $ 76,653 6.0% $ 164,397 12.9% $ 87,744 6.9%
Total Capital ................. $ 102,204 8.0% $ 178,034 13.9% $ 75,830 5.9%
CETI.cooiiiiiiieicicene, $ 57,490 4.5% $ 164,397 12.9% $ 106,907 8.4%
Tier 1 Leverage............. § 78,274 4.0% $ 164,397 8.4% $ 86,123 4.4%

(M As a small bank holding company, the Company is generally not subject to the capital requirements unless
otherwise advised by the Federal Reserve.
@ Ratios do not include the capital conservation buffer of 2.5%.

The Federal Reserve has issued a policy statement regarding the payment of dividends by bank holding
companies. In general, the Federal Reserve’s policies provide that dividends should be paid only out of current
earnings and only if the prospective rate of earnings retention by the bank holding company appears consistent
with the organization’s capital needs asset quality and overall financial condition. The Federal Reserve’s
policies also require that a bank holding company serve as a source of financial strength to its subsidiary banks
by standing ready to use available resources to provide adequate capital funds to those banks during periods of
financial stress or adversity and by maintaining the financial flexibility and capital-raising capacity to obtain
additional resources for assisting its subsidiary banks where necessary. In addition, under the prompt corrective
action regulations, the ability of a bank holding company to pay dividends may be restricted if a subsidiary bank
becomes undercapitalized. These regulatory policies could affect the ability of the Company to pay dividends or
otherwise engage in capital distributions.
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Note 21—SHAREHOLDERS’ EQUITY, CAPITAL REQUIREMENTS AND DIVIDEND
RESTRICTIONS (Continued)

The Company’s principal source of cash flow, including cash flow to pay dividends to its shareholders,
is dividends it receives from the Bank. Statutory and regulatory limitations apply to the Bank’s payment of
dividends to the Company. As a South Carolina chartered bank, the Bank is subject to limitations on the amount
of dividends that it is permitted to pay. Unless otherwise instructed by the S.C. Board, the Bank is generally
permitted under South Carolina State banking regulations to pay cash dividends of up to 100% of net income in
any calendar year without obtaining the prior approval of the S.C. Board. The FDIC also has the authority under
federal law to enjoin a bank from engaging in what in its opinion constitutes an unsafe or unsound practice in
conducting its business, including the payment of a dividend under certain circumstances.

If the Bank is not permitted to pay cash dividends to the Company, it is unlikely that we would be able
to pay cash dividends on our common stock. Moreover, holders of the Company’s common stock are entitled to
receive dividends only when, and if declared by the board of directors. Although the Company has historically
paid cash dividends on its common stock, the Company is not required to do so, and the board of directors could
reduce or eliminate our common stock dividend in the future.

Note 22—PARENT COMPANY FINANCIAL INFORMATION

The balance sheets, statements of operations and cash flows for First Community Corporation (Parent
Only) follow:

Condensed Balance Sheets

At December 31,
(Dollars in thousands) 2025 2024
Assets:
Cash 0N EPOSIL......cueuiverieiieriieieteeeeeeeee ettt $ 4452 § 4,061
Investment in bank subsSidiary .........c.cccceoereiierininieeeeee e 175,726 153,894
(011113 USROS 2,600 1,759
TOAL @SSELS ..ttt ettt et ae e st e et eaeeaeeaeeeeeaeans $ 182,778 § 159,714
Liabilities:
Junior subordinated debentures .............ooovvvevvievieeiciieeeeeeeeeeeeeeeeeene $ 14964 § 14,964
OBRET ittt et e e tb e et e e abeeeare e 257 256
Total HADIIITICS .....vveeeeeeeeeeeee e e 15,221 15,220
Shareholders” EqUILY ......c.eeieriieriieieeie ettt 167,557 144,494
Total liabilities and shareholders’ €qUIty.........cccvevvveceiecienieriieieeieeieens § 182,778 $ 159,714

Condensed Statements of Operations

Year ended December 31,

(Dollars in thousands) 2025 2024 2023
Income:

Interest and dividend iNCOME............ccoeveeevvieiiceiceeeeeeeeeeeeeee e, $ 33 § 38 % 37
Equity in undistributed earnings of subsidiary ...........ccccceeevvecvenrennennen. 14,774 10,416 8,495
Dividend income from bank subsidiary...........cccccevvervevercieneeneeeeeen. 7,129 5,627 5,357
TOtAl INCOIME ... e e et e et eeenreeeerneeeens 21,936 16,081 13,889
Expenses:

TNEETESt EXPEINSE ...ttt ettt sttt 1,071 1,217 1,187
(011113 OO 2,326 1,484 1,419
TOtAl EXPEIISE....ueiueienieeiieetieie ettt ettt ettt et enee e neas 3,397 2,701 2,606
INCOME DEFOTE tAXES...oiiiiieieiiiiiieee e 18,539 13,380 11,283
Income tax Benefit.......c.ccveiieiiiiiiiiiccce e (666) (575) (560)
Nt INCOMIC. ..ottt eeeeee et et et eeeeeseeeeeseeaeeseeeeeeeeeeeenenaens $ 19205 $ 13,955 § 11,843
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Note 22—PARENT COMPANY FINANCIAL INFORMATION (Continued)

Condensed Statements of Cash Flows

Year ended December 31,

(Dollars in thousands) 2025 2024 2023
Cash flows from operating activities:
NEEINICOME. ...ttt ettt ettt e e e srae e e saeesaeeseenneens $ 19205 $ 13,955 $ 11,843

Adjustments to reconcile net income to net cash provided by
operating activities

Equity in undistributed earnings of subsidiary ...........ccccceeveevereenennnen. (14,774) (10,416) (8,495)
(073115 s 1<) ST USSP (667) 229 (545)
Net cash provided by operating activities...........ceoveruerererereneeiceienane 3,764 3,768 2,803

Cash flows from investing activities:

Purchase of INvestments at COSt.........oovvevieviiiiiiieiieeeere et (173) (45) (80)
Net cash used in INVEStiNg aCtiVItIS .......cceervverveerieeieeieriereereeveeeeeneens (173) (45) (80)
Cash flows from financing activities:

Dividends paid: common StOCK .........ccceevieriiiiiiciinienieneereeie e (4,750) (4,415) (4,235)
Dividend reinvestment plan.............ccoocvevierieriiesieeiesieseeeee e 386 410 438

Stock-based COMPENSALION...........ceeeruiereieieeierietieie e 1,164 753 794

Net cash used in financing activities.........cceevverveereererciesiereere e (3,200) (3,252) (3,003)
Increase (decrease) in cash and cash equivalents............ccocceeveereennnnee. 391 471 (280)
Cash and cash equivalents at beginning of year ............cccecceeeeveenennnen. 4,061 3,590 3,870

Cash and cash equivalents at end of year ..............ccccovevevevereicverenenne. $ 4452 § 4,061 $ 3,590

Note 23—DERIVATIVES

The Company utilizes interest rate swap agreements as part of its asset liability management strategy
to help manage its interest rate risk position. The notional amount of the interest rate swaps does not represent
amounts exchanged by the parties. The amount exchanged is determined by reference to the notional amount
and the other terms of the individual interest rate swap agreements.

Effective May 2023, we entered into the Loan Pay-Fixed Swap Agreement for a notional amount of
$150.0 million that was designated as a fair value hedge in order to hedge the risk of changes in the fair value of
the fixed rate loans included in the closed loan portfolio. This fair value hedge converts the hedged loans from a
fixed rate to a synthetic floating SOFR rate. The strategy for this hedge uses fair value hedges under the
portfolio layer method permitted by ASC 815. The Company designated a $150.0 million hedged layer within a
closed portfolio of fixed-rate commercial and fixed-rate commercial real estate loans for this hedging
relationship. Effective April 2025, we entered into the Investment Pay-Fixed Swap Agreement for a notional
amount of $19.8 million that was designated as a fair value hedge in order to hedge the risk of changes in the
fair value of the fixed rate investments included in the investment portfolio.

The Company recognizes gains and losses for the Loan Pay-Fixed Swap Agreement as interest income
or expense, with an offset to the fair value of the hedge. During the years ended December 31, 2025 and 2024,
the Company recognized interest income of $1.0 million and $2.4 million, respectively.

The Company recognizes gains and losses for the Investment Pay-Fixed Swap Agreement as interest
income or expense, with an offset to the fair value of the hedge. During the years ended December 31, 2025 and
2024, the Company recognized interest income of $77 thousand and $0, respectively.
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Note 23—DERIVATIVES (Continued)

The following table presents the amounts recorded on the balance sheet related to cumulative basis
adjustment for the fair value hedges as of December 31, 2025 and 2024:

Cumulative amount
of fair value hedging
adjustment included
in the carrying
Carrying amount of amount of the hedged

the hedged assets assets
Line item in the balance sheet in which the hedged items
is included 2025 2024 2025 2024
Loans held for inVestment ..........c..oocveeveeeeeeeieeeieeeeeeen, $ 130,318 $896,288 $ 1,141 $ 262
Securities available for sale ..........cccooveviiivienienieiieiens 18,526 — (124) —

$ 148,844 §$896,288 § 1,017 § 262

The following table presents the gross notional amounts and estimated fair value of derivative
instruments employed by the Company as of December 31, 2025 and 2024:

2025
Notional Fair Value
(Dollars in thousands) Amount Assets Liabilities
Fair Value Hedges:
Interest rate contracts
Pay fixed, receive variable —10ans ............cccoeovvveveivieeciciennnnn, $127357 $ 17 S —
Pay fixed, receive variable — investments ...........ccocceeveeeeeeenenen. 18,358 — 36
TOtAl AEITVALIVES ..ottt $145715 $ 17 $ 36
2024
Notional Fair Value
(Dollars in thousands) Amount Assets Liabilities
Fair Value Hedges:
Interest rate contracts
Pay fixed, receive variable — 10ans...........ccoceevvevienenese e $150,000 $ 896 $ —
TOtAL AETIVALIVES c.veeveeeeeeee ettt ettt et et eee e e e ee e et eaeeaene $150,000 $ 896 § —

The above derivative is under a master netting arrangement. However, as of December 31, 2025 and
2024, there were no other outstanding derivative contracts. The net fair value of the hedged item and derivative
item is recorded in other assets in the statement of financial condition. The following represents the carrying
value of hedged items in fair value hedging relationships:

During the year ended December 31, 2025, income on interest settlements totaled $1.1 million.
Changes in the fair value of the hedged item of $16 thousand were mostly offset by changes in the fair value of
the swap derivative of $17 thousand. The residual was a result of hedge ineffectiveness and recorded in other
income on the consolidated statement of operations. No portion of the change in fair value of derivatives
designated as hedges has been excluded from effectiveness testing. No hedges were terminated during the year
ended December 31, 2025.

During the year ended December 31, 2024, income on interest settlements totaled $2.4 million.
Changes in the fair value of the hedged item of $907 thousand were offset by changes in the fair value of the
swap derivative of $896 thousand. The residual was a result of hedge ineffectiveness and recorded in other
income on the consolidated statement of operations. No portion of the change in fair value of derivatives
designated as hedges has been excluded from effectiveness testing. No hedges were terminated during the year
ended December 31, 2024.
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Note 24—REPORTABLE SEGMENTS

The Company’s reportable segments represent the distinct product lines the Company offers and are
viewed separately for strategic planning by the Bank President and CEO, who is the Chief Operating Decision
Maker (CODM). The CODM regularly reviews the performance of the Company’s four reportable segments,
which are detailed below:

*  Commercial and retail banking: The Company’s primary business is to provide deposit and lending
products and services to its commercial and retail customers.

*  Mortgage Banking: This segment provides mortgage origination services for loans that will be sold to
investors in the secondary market and consumer mortgage loans that will be held-for-investment. In
the second quarter of 2023, management made the decision to include consumer mortgage held-for-
investment loans in this segment. Prior to the second quarter of 2023, consumer mortgage loans held-
for-investment were included in the Commercial and Retail Banking segment. Non-interest income for
loans held-for-sale and loans held-for-investment is included in Mortgage Banking income and other
income, respectively, on the income statement. The Mortgage Banking financial information presented
below includes consumer mortgage loans held-for-investment for all periods presented. Beginning in
2023, a provision for credit loss, a cost of funds and other operating costs have been allocated to this
segment.

* Investment advisory and non-deposit: This segment provides investment advisory services and non-
deposit products.

*  Corporate: This segment includes the parent company financial information, including interest on
parent company debt and dividend income received from First Community Bank (the “Bank”).

To monitor the performance of the four reportable segments, the CODM reviews monthly reports for
the product lines. These monthly reports include various volume metrics, as well as revenue versus budget,
salaries versus budget, and net income. He uses the data reviewed to determine how to allocate future
resources.

Segment profit or loss reported to the CODM is segment net income, and segment assets are presented
below; intersegment revenues, expenses, and eliminations are reflected in the reconciliation to consolidated
results.

The following tables present selected financial information for the Company’s reportable business
segments for the years ended December 31, 2025, December 31, 2024 and December 31, 2023.

Year ended December 31, Commercial Investment
2025 and Retail Mortgage advisory and
(Dollars in thousands) Banking Banking non-deposit Corporate  Eliminations _Consolidated
Dividend and Interest

Income .....cccoevvvvveiereennnn, $ 87,761 $ 9,084 $ — 3 7,162 $ (6,953) $ 97,054
Interest expense ........ 31,141 2,820 — 1,071 — 35,032
Net interest income $ 56,620 $ 6,264 $ — 3 6,091 $ (6,953) $ 62,022
Provision for credit losses..... 567 203 — — — 770
Noninterest income............... 6,110 3,270 7,565 — — 16,945
Salaries and employee

benefits.....ccovevieieeiieneennen, 23,497 3,430 3,967 1,055 — 31,949
Other noninterest expense..... 18,406 1,028 684 1,271 — 21,389
Total Noninterest expense..... $ 41,903 § 4,458 $ 4,651 § 2,326 $ — % 53,338
Net income (loss) before

TAXES ceveeerereenrereeeneeeennennan, $ 20,260 §$ 4873 $ 2,914 § 3,765 $ (6,953) $ 24,859
Income tax expense

(benefit).....ccevveveeienrennn, 6,320 — — (666) — 5,654
Net income (10SS).....ccvevvenee $ 13,940 §$ 4,873 $ 2914 § 4431 $ (6,953) $ 19,205
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Note 24—REPORTABLE SEGMENTS (Continued)

Commercial Investment
Year ended December 31, 2024 and Retail Mortgage advisory and
(Dollars in thousands) Banking Banking  non-deposit  Corporate Eliminations  Consolidated
Dividend and Interest Income..... $ 82,274 $ 7,111 $ — 3 5,664 $ (5,627) $ 89,422
Interest expense ........ 33,543 2,622 — 1,217 — 37,382
Net interest income............... . $ 48,731 § 4489 $ — $ 4447 § (5,627) $ 52,040
Provision for credit losses........... 351 458 — — — 809
Noninterest income..................... 5,455 2,368 6,181 — — 14,004
Salaries and employee benefits... 22,321 2,975 3,373 594 — 29,263
Other noninterest expense........... 15,896 757 659 890 — 18,202
Total Noninterest expense........... $ 38217 $ 3,732 § 4,032 $ 1,484 $ — 3 47,465
Net income before taxes ............. $ 15618 $ 2,667 $ 2,149 $ 2,963 $ (5,627) $ 17,770
Income tax expense (benefit)...... 4,390 — — (575) — 3,815
Net inCOME....ccvveverreeeeeieereerennens $ 11,228 § 2,667 $ 2,149 § 3,538 $ (5,627) $ 13,955
Commercial Investment
Year ended December 31, 2023 and Retail Mortgage advisory and
(Dollars in thousands) Banking Banking  non-deposit  Corporate Eliminations  Consolidated
Dividend and Interest Income..... $ 68,874 $ 3,787 $ — 3 5393 $ (5,357) $ 72,697
Interest Xpense ........ccceevvernenne 21,478 1,140 — 1,187 — 23,805
Net interest income.............. . $ 47396 $ 2,647 $ — $ 42068 (5,357) $ 48,892
Provision for credit losses... 677 452 — — — 1,129
Noninterest income.............. 4,496 1,414 4,511 — — 10,421
Salary and benefits............c.c...... 19,864 2,867 2,537 596 — 25,864
Other non-interest expense ......... 15,272 610 575 823 — 17,280
Total noninterest expense ........... $ 35,136 $ 3477 $ 3,112 $ 1,419 $ — 3 43,144
Net income before taxes ............. $ 16,079 $ 132 $ 1,399 $ 2,787 $ (5,357) § 15,040
Income tax expense (benefit)...... 3,757 — — (560) — 3,197
Net iNCOME....ccvveverreeeeeierreeeennene $ 12,322 § 132 § 1,399 § 3,347 $ (5357) % 11,843
Commercial Investment
and Retail Mortgage advisory and
(Dollars in thousands) Banking Banking  non-deposit  Corporate Eliminations  Consolidated
Total Assets as of
December 31, 2025 ................. $§ 1,895,061 $ 161,291 § 22§ 201,180 $ (199,822) § 2,057,732
Total Assets as of
December 31,2024 ................. $§ 1,812,215 $§ 144,616 $ 6 § 185,173 § (183,989 § 1,958,021

Note 25 — BUSINESS COMBINATION

On July 13, 2025, the Company and Signature Bank of Georgia, a Georgia state-chartered bank (“Signature
Bank”), entered into an Agreement and Plan of Merger (the “merger agreement”), which provides that, subject to the
terms and conditions set forth therein, Signature Bank will merge with and into First Community Bank, with First
Community Bank continuing as the surviving entity following the merger. Financial closing occurred on January 8,
2026, with the operational conversion to follow later in the first quarter of 2026.

At the effective time of the merger, each share of Signature Bank common stock converted into the
right to receive 0.6410 shares of the Company’s common stock. Holders of Signature Bank common stock
received a cash payment in lieu of any fractional shares. At the effective time of the merger, each outstanding
stock option to acquire Signature Bank common stock, whether or not vested, was converted into the right to
receive a cash payment. The amount payable equals the number of shares of Signature Bank common stock
subject to the option multiplied by the excess, if any, of the fair market value per share of Signature Bank
common stock (based on the value of the merger consideration) over the option’s exercise price. If the exercise
price equals or exceeds the fair market value, a nominal payment of $0.01 per share will be made. All payments
will be subject to applicable tax withholdings.
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Note 26—SUBSEQUENT EVENTS

Subsequent events are events or transactions that occur after the balance sheet date but before financial
statements are issued. Recognized subsequent events are events or transactions that provide additional evidence
about conditions that existed at the date of the balance sheet, including the estimates inherent in the process of
preparing financial statements. Non-recognized subsequent events are events that provide evidence about
conditions that did not exist at the date of the balance sheet but arose after that date.

Management has reviewed events occurring through the date the financial statements were available to
be issued and no subsequent events occurred requiring accrual. As described in Note 26 — Business
Combination, the merger with Signature Bank was closed on January 8, 2026. No other subsequent events
occurred requiring disclosure.

Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure.
None.
Item 9A. Controls and Procedures.

Our management, with the participation of our Chief Executive Officer and Chief Financial Officer,
has evaluated the effectiveness of the design and operation of our disclosure controls and procedures as of
December 31, 2025, in accordance with Rule 13a-15 of the Exchange Act. We applied our judgment in the
process of reviewing these controls and procedures, which, by their nature, can provide only reasonable
assurance regarding our control objectives. Based upon that evaluation, our Chief Executive Officer and the
Chief Financial Officer concluded that our disclosure controls and procedures as of December 31, 2025, were
effective to provide reasonable assurance regarding our control objectives.

Management’s Report on Internal Controls over Financial Reporting

Management is responsible for establishing and maintaining an effective system of internal control
over financial reporting (as such term is defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act). The
Company’s system of internal control over financial reporting is designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes
in accordance with generally accepted accounting principles. There are inherent limitations in the effectiveness
of any system of internal control over financial reporting, including the possibility of human error and
circumvention or overriding of controls. Accordingly, even an effective system of internal control over financial
reporting can provide only reasonable assurance with respect to financial statement preparation. Projections of
any evaluation of effectiveness to future periods are subject to the risks that controls may become inadequate
because of changes in conditions or that the degree of compliance with the policies or procedures may
deteriorate.

Management has assessed the Company’s internal control over financial reporting as of December 31,
2025. This assessment was based on criteria for effective internal control over financial reporting described
in Internal Control - Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the
Treadway Commission. Based on this assessment, management believes that, as of December 31, 2025, the
Company maintained effective internal control over financial reporting based on those criteria.

Changes in Internal Controls

There were no changes in our internal control over financial reporting that occurred during our most
recent fiscal quarter that materially affected, or are reasonably likely to materially affect, our internal control
over financial reporting.
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Item 9B. Other Information.

Trading Plans

During the three months ended December 31, 2025, no director or “officer” of the Company adopted
or terminated a “Rule 10b5-1 trading arrangement” or a “non-Rule 10b5-1 trading arrangement,” as each term is
defined in Item 408(a) of Regulation S-K.

Item 9C. Disclosure Regarding Foreign Jurisdictions that Prevent Inspections.

Not applicable.
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PART III
Item 10. Directors, Executive Officers and Corporate Governance.

The information required to be disclosed by this item will be disclosed in our definitive proxy
statement to be filed no later than 120 days after December 31, 2025, in connection with our 2026 annual
meeting of shareholders. The information required by Item 10 is hereby incorporated by reference from our
proxy statement for our 2026 annual meeting of shareholders to be held on May 20, 2026.

We have adopted a Code of Ethics that applies to our directors, executive officers (including our
principal executive officer and principal financial officer) and employees in accordance with the Sarbanes-
Oxley Responsibility Act of 2002. The Code of Ethics is available on our website at
www.firstcommunitysc.com. We will disclose any future amendments to, or waivers from, provisions of these
ethics policies and standards on our website as promptly as practicable, as and to the extent required under
NASDAQ Stock Market listing standards and applicable SEC rules.

Item 11. Executive Compensation.

The information required to be disclosed by this item will be disclosed in our definitive proxy
statement to be filed no later than 120 days after December 31, 2025, in connection with our 2026 annual
meeting of shareholders. The information required by Item 11 is hereby incorporated by reference from our
proxy statement for our 2026 annual meeting of shareholders to be held on May 20, 2026.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Shareholder
Matters.

The information required to be disclosed by this item will be disclosed in our definitive proxy
statement to be filed no later than 120 days after December 31, 2025, in connection with our 2026 annual
meeting of shareholders. The information required by this Item 12 is set forth under “Security Ownership of
Certain Beneficial Owners and Management” and hereby incorporated by reference from our proxy statement
for our 2026 annual meeting of shareholders to be held on May 20, 2026.

Item 13. Certain Relationships and Related Transactions, and Director Independence.

The information required to be disclosed by this item will be disclosed in our definitive proxy
statement to be filed no later than 120 days after December 31, 2025, in connection with our 2026 annual
meeting of shareholders. The information required by Item 13 is hereby incorporated by reference from our
proxy statement for our 2026 annual meeting of shareholders to be held on May 20, 2026.

Item 14. Principal Accountant Fees and Services.

The information required to be disclosed by this item will be disclosed in our definitive proxy
statement to be filed no later than 120 days after December 31, 2025, in connection with our 2026 annual
meeting of shareholders. The information required by Item 14 is hereby incorporated by reference from our
proxy statement for our 2026 annual meeting of shareholders to be held on May 20, 2026.
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PART IV

Item 15. Exhibits, Financial Statement Schedules.

(a)(1) Financial Statements

The following consolidated financial statements are located in Item 8 of this report.

Report of Independent Registered Public Accounting Firm

Consolidated Balance Sheets as of December 31, 2025 and 2024

Consolidated Statements of Income for the years ended December 31, 2025, 2024 and 2023

Consolidated Statements of Comprehensive Income for the years ended December 31, 2025, 2024 and
2023

Consolidated Statements of Changes in Shareholders’ Equity for the years ended December 31, 2025,
2024 and 2023

Consolidated Statements of Cash Flows for the years ended December 31, 2025, 2024 and 2023

Notes to the Consolidated Financial Statements

(a)(2) Financial Statement Schedules

These schedules have been omitted because they are not required, are not applicable or have been

included in our consolidated financial statements.

(a)(3) Exhibits

The following exhibits are required to be filed with this Report on Form 10-K by Item 601 of

Regulation S-K.
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Exhibit Index

Exhibit No.  Description of Exhibit

2.1 Agreement and Plan of Merger, dated as of July 13, 2025, by and among First Community
Corporation, First Community Bank and Signature Bank of Georgia (incorporated by reference
to Exhibit 2.1 to the Company’s Form 8-K filed with the SEC on July 15, 2025).

3.1 Restated Articles of Incorporation (incorporated by reference to Exhibit 3.1 to the Company’s
Form 8-K filed with the SEC on June 27, 2011).

3.2 Articles of Amendment (incorporated by reference to Exhibit 3.1 to the Company’s Form 8-K
filed with the SEC on May 23, 2019).

33 Amended and Restated Bylaws dated May 21, 2019 (incorporated by reference to Exhibit 3.1 to
the Company’s Form 8-K filed with the SEC on May 22, 2019).

4.1 Description of the Company’s Securities Registered Pursuant to Section 12 of the Securities

Exchange Act of 1934 (incorporated by reference to Exhibit 4.1 of the Company’s Form 10-K
for the period ended December 31, 2019).

10.1 Dividend Reinvestment Plan dated July 7, 2003 (incorporated by reference to Form S-3/D filed
with the SEC on July 14, 2003, File No. 333-107009, April 20, 2011, File No. 333-173612, and
January 31, 2019, File No. 333-229442).**

10.2 Form of Salary Continuation Agreement dated August 2, 2006 (incorporated by reference to
Exhibit 10.1 to the Company’s Form 8-K filed with the SEC on August 3, 2006).**

10.3 Form of Deferred Compensation Agreement (incorporated by reference to Exhibit 10.2 to the
Company’s Form 8-K filed with the SEC on October 4, 2006).

104 First Community Corporation Non-Employee Director Deferred Compensation Plan, as amended

and restated effective as of January 1, 2021 (incorporated by reference to Exhibit 10.1 to the
Company’s Form 10-Q for the period ended June 30, 2021).

10.5 Employment Agreement by and between Michael C. Crapps and First Community Corporation
dated December 8, 2015 (incorporated by reference to Exhibit 10.7 of the Company’s Form 10-K
for the period ended December 31, 2015).**

10.6 Employment Agreement by and between Robin D. Brown and First Community Corporation
dated December 8, 2015 (incorporated by reference to Exhibit 10.10 of the Company’s Form 10-
K for the period ended December 31, 2015).**

10.7 Amended and Restated Employment Agreement by and between J. Ted Nissen and First
Community Corporation effective July 1, 2025 (incorporated by reference to Exhibit 10.1 of the
Company’s Form 8-K filed with the SEC on July 1, 2025).**

10.8 Employment Agreement by and between Donald Shawn Jordan and First Community
Corporation dated November 12, 2019 (incorporated by reference to Exhibit 10.13 of the
Company’s Form 10-K for the period ended December 31, 2019).**

10.9 First Community Corporation 2011 Stock Incentive Plan and Form of Stock Option Agreement
and Form of Restricted Stock Agreement (incorporated by reference to Appendix A to the
Company’s Proxy Statement filed with April 7, 2011).%*

10.10 Amendment No. 1 to the First Community Corporation 2011 Stock Incentive Plan (incorporated
by reference to Exhibit 10.1 to the Company’s Form 8-K filed with the SEC on April 22,
2016).%*

10.11 Form of Restricted Stock Unit Agreement (incorporated by reference to Exhibit 10.2 to the

Company’s Form 8-K filed with the SEC on April 22, 2016).**
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Exhibit No.

Description of Exhibit

10.12

10.13

10.14

10.15

10.16

10.17

10.18

10.19

10.20

10.21

10.22

10.23

10.24

10.25

19.1
21.1
23.1
24.1

First Community Corporation Annual Incentive Plan (incorporated by reference to Exhibit 10.1
to the Company’s Form 8-K filed with the SEC on December 16, 2019).**

First Community Corporation 2021 Omnibus Equity Incentive Plan, As Amended and Restated
(incorporated by reference to Exhibit 10.1 to the Company’s Form 8-K filed with the SEC on May 22,
2025).%%*

Form of Time-based Restricted Stock Unit Agreement under the First Community Corporation
2021 Omnibus Equity Incentive Plan (incorporated by reference to Exhibit 10.1 to the
Company’s Form 8-K filed with the SEC on February 16, 2023).**

Form of Performance-based Restricted Stock Unit Agreement under the First Community
Corporation 2021 Omnibus Equity Incentive Plan (incorporated by reference to Exhibit 10.2 to
the Company’s Form 8-K filed with the SEC on February 16, 2023).**

Form of Restricted Stock Agreement for Directors under the First Community Corporation 2021
Omnibus Equity Incentive Plan (incorporated by reference to Exhibit 10.3 to the Company’s
Form 8-K filed with the SEC on February 16, 2023).**

Form of Restricted Stock Agreement for Employees under the First Community Corporation
2021 Omnibus Equity Incentive Plan (incorporated by reference to Exhibit 10.4 to the
Company’s Form 8-K filed with the SEC on February 16, 2023).**

Employment Agreement by and between Vaughan R. Dozier, Jr. and First Community
Corporation dated January 1, 2024 (incorporated by reference to Exhibit 10.23 to the Company’s
Form 10-K for the period ended December 31, 2023).

Employment Agreement by and between Joseph A.(Drew) Painter. and First Community
Corporation dated January 1, 2024 (incorporated by reference to Exhibit 10.23 to the Company’s
Form 10-K for the period ended December 31, 2023).

Form of Time-based Restricted Stock Unit Agreement under the First Community Corporation
2021 Omnibus Equity Incentive Plan (incorporated by reference to Exhibit 10.25 to the
Company’s Form 10-K for the period ended December 31, 2023).**

Form of Performance-based Restricted Stock Unit Agreement under the First Community
Corporation 2021 Omnibus Equity Incentive Plan (incorporated by reference to Exhibit 10.26 to
the Company’s Form 10-K for the period ended December 31, 2023).**

Form of Restricted Stock Agreement for Directors under the First Community Corporation 2021
Omnibus Equity Incentive Plan (incorporated by reference to Exhibit 10.27 to the Company’s
Form 10-K for the period ended December 31, 2023).**

Form of Restricted Stock Agreement for Employees under the First Community Corporation
2021 Omnibus Equity Incentive Plan (incorporated by reference to Exhibit 10.28 to the
Company’s Form 10-K for the period ended December 31, 2023).**

Employment Agreement by and between Sarah T. Donley and First Community Corporation
dated January 1, 2025 (incorporated by reference to Exhibit 10.26 to the Company’s Form 10-K
for the period ended December 31, 2024).**

Employment Agreement by and between Freddie Deutsch and First Community Corporation
effective January 8, 2026 (incorporated by reference to the Company’s Form 8-K filed with the
SEC on January 8, 2026).

First Community Corporation Insider Trading Policy *
Subsidiaries of the Company.*
Consent of Independent Registered Public Accounting Firm—Elliott Davis, LLC.*

Power of Attorney (contained on the signature page hereto).*
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Exhibit No.

Description of Exhibit

31.1
31.2
32
97#
101

104

Rule 13a-14(a) Certification of the Chief Executive Officer.*

Rule 13a-14(a) Certification of the Chief Financial Officer.*

Section 1350 Certifications.*

First Community Corporation Clawback Policy, effective September 19, 2023.*

The following materials from the Company’s Annual Report on Form 10-K for the year ended
December 31, 2025, formatted in eXtensible Business Reporting Language (XBRL): (i) the
Consolidated Balance Sheets as December 31, 2025 and December 31, 2024; (ii) Consolidated
Statements of Income for the years ended December 31, 2025, 2024 and 2023; (iii) Consolidated
Statements of Comprehensive Income (Loss) for the years ended December 31, 2025, 2024 and
2023; (iv) Consolidated Statements of Changes in Shareholders’ Equity for the years ended
December 31, 2025, 2024 and 2023; (v) Consolidated Statements of Cash Flows for the years
ended December 31, 2025, 2024 and 2023; and (vi) Notes to the Consolidated Financial
Statements.*

Cover Page Interactive Data File (embedded within the Inline XBRL document)*

The Exhibits listed above will be furnished to any security holder free of charge upon written request to the
Corporate Secretary, First Community Corporation, 5455 Sunset Blvd., Lexington, South Carolina 29072.

*  Filed herewith.

** Management contract or compensatory plan or arrangement required to be filed as an Exhibit to this
Annual Report on Form

10-K.

(b) See listing of Exhibits above for an indication of exhibits filed herewith.

(c) Not applicable.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the
registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

Date: March 16, 2026 FIRST COMMUNITY CORPORATION

By: /s/ MICHAEL C. CRAPPS

Michael C. Crapps
President and Chief Executive Officer
(Principal Executive Officer)

KNOW ALL MEN BY THESE PRESENTS, that each person whose signature appears below
constitutes and appoints Michael C. Crapps, his true and lawful attorney-in-fact and agent, with full power of
substitution and resubstitution, for him and in his name, place and stead, in any and all capacities, to sign any
and all amendments to this report, and to file the same, with all exhibits thereto, and other documents in
connection therewith, with the Securities and Exchange Commission, granting unto attorney-in-fact and agent
full power and authority to do and perform each and every act and thing requisite or necessary to be done in and
about the premises, as fully to all intents and purposes as he might or could do in person, hereby ratifying and
confirming all that attorney-in-fact and agent, or his substitute or substitutes, may lawfully do or cause to be

done by virtue hereof.

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below
by the following persons on behalf of the registrant and in the capacities and on the dates indicated.

Signature

Title

Date

/s/ Jonathan W. Been

Jonathan W. Been

/s/ THOMAS C. BROWN

Thomas C. Brown

/s/ CHIMIN J. CHAO

Chimin J. Chao

/s/ MICHAEL C. CRAPPS

Michael C. Crapps

/s/ Fred J. Deutsch

Fred J. Deutsch

/s/ W. JAMES KITCHENS, JR.

W. James Kitchens, Jr.

/s/ RAY E. JONES

Ray E. Jones

/s/ JAN H. HOLLAR

Jan H. Hollar

/s/ MICKEY LAYDEN

Mickey Layden

Director

Director

Director and Chairman of the Board

Director, President, & Chief Executive Officer

(Principal Executive Officer)

Director

Director and Vice Chairman of the Board

Director

Director

Director
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March 16, 2026

March 16, 2026

March 16, 2026

March 16, 2026

March 16, 2026

March 16, 2026

March 16, 2026

March 16, 2026



/s/ J. TED NISSEN

J. Ted Nissen

/s/ E. LELAND REYNOLDS

E. Leland Reynolds

/s/ ALEXANDER SNIPE, JR.

Alexander Snipe, Jr.

/s/ JANE SOSEBEE

Jane Sosebee

/s/ RODERICK M. TODD, JR.

Roderick M. Todd, Jr.

/s/ D. SHAWN JORDAN

D. Shawn Jordan

Director, Executive Vice President, & Chief Banking Officer

Director

Director

Director

Director

Chief Financial Officer
(Principal Financial and Accounting Officer)
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March 16, 2026
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Exhibit 31.1
Rule 13a-14(a) Certification of the Chief Executive Officer

I, Michael C. Crapps, President and Chief Executive Officer, certify that:

1.
2.

I have reviewed this annual report on Form 10-K of First Community Corporation;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to
state a material fact necessary to make the statements made, in light of the circumstances under which
such statements were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this
report, fairly present in all material respects the financial condition, results of operations and cash
flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer and I are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and
internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(%))
for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information relating
to the registrant, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over
financial reporting to be designed under our supervision, to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

(©) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and
presented in this report our conclusions about the effectiveness of the disclosure controls and
procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting
that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal
quarter in the case of this annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant’s auditors and the audit committee of the
registrant’s board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal
control over financial reporting which are reasonably likely to adversely affect the registrant’s
ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

Date: March 16, 2026

/s/ MICHAEL C. CRAPPS

Michael C. Crapps,

President and Chief Executive Officer
(Principal Executive Officer)




Exhibit 31.2

Rule 13a-14(a) Certification of the Chief Financial Officer

I, D. Shawn Jordan, Chief Financial Officer, certify that:

1.
2.

I have reviewed this annual report on Form 10-K of First Community Corporation;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to
state a material fact necessary to make the statements made, in light of the circumstances under which
such statements were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this
report, fairly present in all material respects the financial condition, results of operations and cash
flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer and I are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and
internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information relating
to the registrant, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over
financial reporting to be designed under our supervision, to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and
presented in this report our conclusions about the effectiveness of the disclosure controls and
procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting
that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal
quarter in the case of this annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant’s auditors and the audit committee of the
registrant’s board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal
control over financial reporting which are reasonably likely to adversely affect the registrant’s
ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

Date: March 16, 2026

/s/ D. SHAWN JORDAN

D. Shawn Jordan,

Chief Financial Officer

(Principal Financial and Accounting Officer)




Exhibit 32

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

The undersigned, the Chief Executive Officer and the Chief Financial Officer of First Community
Corporation (the “Company”), each certify that, to his knowledge on the date of this certification:

1. The annual report of the Company for the period ended December 31, 2025 as filed with the
Securities and Exchange Commission on this date (the “Report”) fully complies with the
requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2. The information contained in the Report fairly presents, in all material respects, the financial
condition and results of operations of the Company.

/s/ MICHAEL C. CRAPPS
Michael C. Crapps
Chief Executive Olfficer
March 16, 2026

/s/ D. SHAWN JORDAN
D. Shawn Jordan
Chief Financial Officer
March 16, 2026
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