




 

 

irst United continued to experience improvement in financial performance during 2012 as 

income improved by 46% over 2011 levels. While we still have progress to make before 

reaching historical levels of earnings, the progress made in the last year is encouraging. Net 

income available to common shareholders rose from $2.02 million in 2011 to $2.97 million in 2012. 

It would have been substantially higher but for a onetime event, which is discussed later. 

In addition to increasing earnings, we also experienced significant improvement in the quality of 

our loan portfolio. As we have shared withyou over the past few years, the Great Recession had a 

significant impact on the 

consumers and small businesses 

served by First United. This 

translated into deterioration in our 

loan portfolio which is reflected, to 

a large degree, in the ratio of non-

performing loans to total loans. At 

the beginning of 2012, this ratio 

was 4.26% but by year end it had 

dropped to 2.52%. This was the 

result of both carefully working 

with our customers, and the 

appropriate recognition of those 

loans that simply could not be 

rehabilitated.  

With one significant exception, 

loan charge offs declined 

significantly in 2012. That one 

exception was the total charge off 

of a large loan balance during the 

first quarter. That loan, in the 

vibrant energy sector, was well 

secured by leases and contacts, 

but the borrower failed to pay as agreed. The Company is pursuing its legal options, but believes 

that the possibility of recovery is uncertain. Accordingly, as required by applicable accounting rules 

the Bank charged off the entire balance. 

 



 

As we have noted in previous letters, First United has remained well capitalized throughout this 

entire economic downturn. We are pleased to tell you that the Company gained additional strength 

through 2012. Out Total Risk-Based Capital Ratio, the one most closely observed, rose from 

13.05% to 14.13%. Our Tangible Common Equity Ratio also climbed from 3.81% to 4.50%. As we 

look into the future, we continue to study our options to retire the capital investment from the 

Capital Purchase Program, sponsored by the U.S. Treasury. You may have read that Treasury is 

planning to divest itself of this investment, and we anticipate that our position may be sold to 

private investors sometime during 2013. It is important to note that the sale in no way alters the 

terms of our obligations. It is also very important to understand that the American taxpayer has 

already recouped all of the money invested in the Capital Purchase Program, sometimes referred 

to as TARP. 

 

On balance, we were pleased with our progress in 2012. We do, however, recognize that much 

work lies ahead of us. Evolving government policy has done little to stimulate the economy or 

create that needed level of confidence within the small business owners that we serve. Many of 

them tell us that, in light of current circumstances, they simply cannot afford to borrow, or they 

choose to hold cash or pay down debt, instead of expanding or growing their businesses. Recent 

studies by the American Bankers Association indicate that out of every four business loan 

applications, three are refinancing of existing debt. Our activity, to a large extent, resembles this 

trend. You will note that our loan balances actually declined in 2012 due to the refinance activity 

and our continued management of the troubled loans.  

 



 
 

This tepid economic activity is coupled with the mushrooming regulatory burden coming out of 

Washington. While the intent of these regulations is well meaning and laudable, their breadth and 

complexity are staggering. Let us give you just two examples. New government regulations have just 

been introduced to simplify mortgages and mandate that banks assure that consumers can repay their 

debts. The new “simplifying” regulations are 679 pages long. At a recent committee meeting of your 

Directors, they were told that over 3,000 pages of new regulations have been issued by the new 

Consumer Financial Protection Bureau. Let us assure you that First United will meet its regulatory 

obligations. All associates are engaged in compliance training lead by our outstanding compliance 

staff . As community bankers, however, we are concerned for our industry where the average bank 

has $165,000,000 in assets and only 34 people on staff.  

One might have the impression that we are discouraged by the future outlook for First United. That 

is certainly not the case. Despite these challenges, we see a bright future for your Company. We 

believe that our diversity of markets will aid our profitable growth by giving us access to a wide array of 

markets. Some of the markets are rich in core deposits while others offer the opportunity for loan 

growth going forward. The variety of small businesses in our market areas give us the ability to 

diversify our risks and not become overly dependent on one form of lending.  

Our strength lies in our strategic focus. We harness the uniqueness of our size, recognizing that 

we can be far more nimble and customer intimate than the larger regional and national banks. At the 

same time, we can offer a full array of services that our smaller competitors cannot match. This 

“tweener size”, as we call it, offers a niche unique within all of our markets. As we capitalize on this 

advantage, we are sharply focused on one particular segment of the market. Throughout this letter, we 

have referred to small businesses. Actually, at First United, we have refined this concept further to 

what we call COBOs – Community Oriented Business Owners. We believe that we can best serve 

those businesses that have focus and values similar to ours. We believe that it is vital for us to be 

integrally involved with the communities we serve. In addition to being the right thing to do, it gives us 

the ability to better understand the businesses who are also serving those communities. This allows us 

to be aligned with them, and will lead 

  



 

to new opportunities to serve them. By no means do we intend to exclude our consumers through 

this 

approach. As a matter of fact, we have found that the more we concentrate on serving our COBOs, 

the 

better job we do of serving our consumers. 

As we move ahead, we intend to focus on two services that are key to both serving our 

communities and enhancing fee income for the Company. We are incredibly proud of our Trust and 

Investments Department. We celebrated its 50th Anniversary in 2012. This department has helped 

literally thousands of people in realizing their financial dreams over the past fifty years. As the Baby 

Boomer generation moves into retirement, and as we witness the largest wealth transfer in our 

nation’s history, we want to position this area to be of help to as many as possible. From the 

perspective of the shareholder, this increased emphasis will augment our efforts to increase non-

interest income. As net interest income continues to be squeezed by a steady, low rate interest 

environment, and while regulations continue to trim banking fees, this investment is both timely and 

critical for the Company’s earnings. 

First United also intends to continue our efforts toward serving our COBOs with the very best in 

treasury management services. We have invested in a platform designed to allow electronic access by 

our customers to all of their accounts. A myriad of tools are at their fingertips to put them in the best 

position to successfully manage their finances.  

 



 
 

Given these priorities and our keen marketing 

positions and strategies, we are excited about our 

future. Apparently, so is the market. We were 

heartened to see the price of our stock more than 

double during 2012, and we hope to continue this 

climb in the years to come.  

2012 also saw the well-deserved promotion of 

Carissa L. Rodeheaver to the position of President 

and Chief Financial Officer of your Company. She 

is now in the third decade of her service to First 

United and has been a vital participant in the 

successes of the Bank. She was also elected to the 

Board of Directors of both the Bank and your 

Company.  

In closing, we want to extend a deep and 

sincere “thank you” to all of the associates of First 

United. They have worked diligently to adjust to the 

challenges wrought by the Great Recession, while 

at the same time, focusing upon opportunities to 

serve our customers. We also want to personally 

thank the Board of Directors for their tremendous 

guidance and leadership throughout these times. It 

is a pleasure and honor to serve both them, and 

you, our Shareholders.  

 

 

 

  

 



 

 

In 2012, we celebrated our golden anniversary of 

serving the financial needs of individuals, businesses, 

and nonprofit organizations by providing top notch 

wealth management services and superior customer 

service. It was our 50 year anniversary and we were 

excited to celebrate our success with our clients by 

enjoying a customer appreciation event that allowed us 

the opportunity to thank the many clients who trust First 

United to manage their financial future. To further 

celebrate our 50 year anniversary of perfecting the art 

of helping clients, First United partnered with several 

arts organizations to sponsor programs that enhance 

the communities we serve.  

We made great strides in 2012 by growing assets 

under management and driving a strong net income. We welcomed several new trust administrators to support 

our customer service levels and reorganized teams to best meet the needs of our clients in those communities 

that present the greatest opportunity. We applied our technology to automate processes and enhance our 

delivery to customers. We laid out the plans for growth in the future, while still keeping a watchful eye on 

expenses.  

As we move into 2013, we are enthusiastic about continuing the growth and financial success of Trust & 

Investments. Our growth initiatives include the addition of sales staff in the counties of Monongalia,Berkeley and 

Frederick, where we feel we have substantial 

opportunities to gain a larger share of the market. We 

are also working to educate and elevate our staff to 

take on new challenges in leadership and compliance, 

and feel that it will make us a stronger team as we 

move forward.  

Be assured that we appreciate the trust you have 

placed in our company and continue to work every day 

to increase our service levels and effectiveness. 

Please keep us in mind as you talk with people who 

might benefit from our services. 

  

 



  

 

 

Many of the exciting, add-on services that First United offers are 

capable of generating additional income opportunities for the 

organization beyond those created through interest rates. These 

tools also are designed to help our customers and their businesses 

grow and prosper. For example, First United’s skilled Treasury 

Management team provides these add-on type services that 

generate ongoing revenue for your company while providing great 

benefits to the business customer. These tools also help to build a 

stronger, long-term relationship between First United and the 

businesses that see the value they provide.  

The benefits our business clients experience when utilizing our 

Treasury Management tools are:  

 

  These valuable services from First United provide our business customers with a robust suite of money 

management solutions that seek to save them time and/or money; meanwhile, these same offerings enable First 

United to generate new and additional, ongoing income opportunities which create additional shareholder value. As 

we progress, First United will continue to push forward its efforts to improve the business services that we provide to 

our Community Oriented Business Owner clients and help to make our business clients more efficient, more profitable 

and more successful.  

  

• Streamline payables processing to increase productivity 

• Implement security strategies to guard against fraud and 
cyber attacks 

• Accelerated cash cycles to speed access to available funds

• Assess financial data quickly to make better business 
decisions

 



 

(Dollars in thousands, except per share data)
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