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LETTER TO SHAREHOLDERS

“We will also continue to
intensely focus on enhancing
the banking experience for
our custorners by bringing
new, enhanced and
innovative products and
services to our market,

»

Dear WashingtonFirst Shareholders:

n behall of the Board of Directors, our management team and
employees, | could not be more enthused to share our 2012
performance with you. Our collaborative efforts propelled our
strategic plans to fruition, securing landmark achievements that were as
exciling to experience, as they are 1o retell.

For starters, WashingtonFirst had another robust year, with assets
growing 105% from 201, Our loans and deposits increased by 79.4%
and 1031%, respectively, and we finished the year with more than $100
million in equity capital. Excluding one-time merger expenses, our net
income to common shareholders also increased by 70.2% from 2011,

These financial markers are made even more significant as they

rang in the highlight of 2012: going public in December. Board and
management team members celebrated WashingonFirst’s inclusion on
The NASDAQ Stock Market (NASDAQ: WEBY by ringing The NASDAQ
Closing Bell on January 11, 2013 in New York City. The NASDAQ

listing will allow us to reach a broader range of investors, continue to
accelerate our growth in the Washington, DC Metropolitan market and
be a source of pride for the entire WashingtonFirst family.

Additionally, our acquisition of Alliance Bankshares Corporation in
December played a key role in solidifying our expansion throughout
the Washington, DC Metropolitan market. WashingtonFirst now has
15 branches and $11 billion in assets. This expanded branch footprint
and increased asset base strengthens our service platform to further
enhance the banking experience for our customers, and drive growth
for our shareholders.

Reaching these milestones, meanwhile, only strengthened our
commitment to innovation. We invested in improving customer service
and promoted the ease of banking by launching the WashingtonFirst
free mobile banking app. This fast, safe and customized banking
solution allows for mobile bill payment, transfer of funds, and even a
branch/ATM locator.

We're looking forward to an equally outstanding 2013, as we
commence and complete the Alllance Bank systems conversion. Our
goal is to deliver seamless service to all of our customers, We will also
continue to intensely focus on enhancing the banking experience for
our customers by bringing new, enhanced and innovative products and
services 1o our market.

-
1

Fhank you again for your continued support of our bank. Our success is
shared with you and all of our Shareholders. We work every day to offer
you the very best banking experience possible and to provide value
and growth of significant worth. Together, we are making a difference.

Sincerely,
Shaza L. Andersen

President/Chief Executive Officer
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IN MEMORIAM

As we réﬂect'c}n the many accompl shmoms ihat oul bank achieved in 2012 there are two peop{@ who cor wtr buted
significanthy to the banids stccess but are nolar wg@ rherefo celebrate with us. Barbara Harris and Marvin Eabrikant. two of
our founding directors who served on our Board ¢ untib2007 hoth passed dway last year We aiready mr‘s:; them greatly,

Barbara: Harde H929:2012) came 1o o Marvin Fabrilant (1945 2(13?:2}'jomed the
Washington in 1985 from Connecticut, o Board of Directors of Century National
whereshe had re‘cired'aﬂer'atvvénty’five Bank in 1994 A | awyer and experienced
year career asa sch@olfeacher With , feal estate ,investor,f he was an active
ittletn Offe'as collatera she borrowed o : member _c_)’f th@ﬁ bank's loan Cd,mmittESe
$10.000 from Century National Bank to _and played an important role in shaping
Start a non-profit orgenization called e 007 W the credit culture of Century and later
the CO‘WO%’QQSiOWa Youth Loadorship Foundation, Over . Waihmqtom% rst 0 1999 Marvin loined Century full time
the next 26 vears, OYLC and its affiliated programs as head of the lending tean, and he was instiumental in
brought 670000 students from throughout the world , , helping the bark double ils assel size throuqh prudent
10 Washington to meet aur national leaders and fearn lending and selective bank and portiolio aequisitions.
how government Works. By the time Cel jtuy wassold Every stockholder of WashingtonFi irst has benefited from
in 2001 CYLC had grown into one of the bank’s largest o the wrsdam and common sense that Marv n brought to
depositors. For three years after leaving the Board of ' bear as a member of the banks Board and Execut veloan
WashingtonFirst Bank, Barbara served anthe Board of ' Conmitlee '
Trustees of the WashingtonFirst Youth Foundation. '
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BUSINESS OVERVIEW
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

(Mark One)
ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 2012
or
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to

Commission File Number: 001-35768

WASHINGTONFIRST BANKSHARES, INC.

(Exact name of registrant as specified in its charter)

VIRGINIA 26-4480276
(State or other jurisdiction of (I.LR.S. Employer
incorporation or organization) Identification No.)

11921 Freedom Drive, Suite 250, Reston, Virginia 20190
(Address of principal executive offices) (Zip Code)

(703) 840-2410

(Registrant’s telephone number, including area code)

Securities registered pursuant to Section 12(b) of the Act:

Common Stock, par value $0.01 per share NASDAQ Capital Market

(Title of each class) (Name of each exchange on which registered)

Securities registered pursuant to Section 12(g) of the Act: None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yes © No
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15 (d) of the Act. Yes © No

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports),
and (2) has been subject to such filing requirements for the past 90 days. Yes No x

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every
Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the
preceding 12 months (or for such shorter period that the registrant was required to submit and post such files). Yes No ~

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§ 229.405 of this chapter) is not
contained herein, and will not be contained, to the best of registrant’s knowledge, in definitive proxy or information statements
incorporated by reference in Part 111 of this Form 10-K or any amendment to this Form 10-K.

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller
reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting company” in Rule 12b-2
of the Exchange Act.

Large accelerated filer [ Accelerated filer O
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Non-accelerated filer O (Do not check if a smaller reporting company) Smaller reporting company

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes {1 No

As of June 29, 2012, the last business day of the registrant’s most recently completed second fiscal quarter, the aggregate market value
of the common stock held by non-affiliates of the registrant on that date was approximately $16.6 million, based on the average bid
and asked price of $11.96 of such common equity on the OTC Bulletin Board. Aggregate market value is estimated solely for the
purposes of this report and such estimate shall not be construed as an admission for the purposes of determining affiliate status.

As ot March 15, 2013, the number of outstanding shares of the registrant’s voting common stock, par value $0.01 per share, was
6,225,324, and the number of outstanding shares of the registrant’s non-voting common stock, par value $0.01 per share, was
1,044,152,

DOCUMENTS INCORPORATED BY REFERENCE

Certain information called for by Party 111 is incorporated by reference to certain sections in the registrant’s definitive proxy statement
relating to the 2013 Annual Meeting of Stockholders, which will be filed with the Securities and Exchange Commission not later than
120 days after December 31, 2012.
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PART 1
In this report, WashingtonFirst Bankshares Inc. is sometimes referred to as “WashingtonFirst,” the “Company”, “we”, “our” or “us”
and these references include, WashingtonFirst’s wholly owned subsidiary, WashingtonFirst Bank, unless the context requires
otherwise. In this report, WashingtonFirst Bank is sometimes referred to as the “Bank.”

Item 1. Business

WashingtonFirst is a Virginia-based bank holding company with approximately $1.1 billion in assets, $0.9 billion in deposits and
$101.6 million in shareholders’ equity as of December 31, 2012. Through its wholly owned subsidiary, WashingtonFirst Bank, a
Virginia state bank, WashingtonFirst provides banking products and services, including loans to consumers and small-to-medium
sized businesses. As of December 31, 2012, in addition to its corporate offices in Reston, Virginia, the Bank had 16 branch banking
offices' in Virginia, Washington, D.C. and Maryland.

General

WashingtonFirst was organized in 2009 under the laws of the Commonwealth of Virginia as a bank holding company.
WashingtonFirst is the parent company of the Bank, which was organized in 2004 under the laws of Washington, D.C.. In 2007, the
Bank converted its charter to the Commonwealth of Virginia. The Company and the bank are headquartered in Reston, Virginia.
The Bank’s primary market — the greater Washington, D.C. Metropolitan Area - is significantly affected by the federal government,
and is characterized by a highly educated work force, a diverse economy and a median household income that is one of the highest in
the nation.

On December 21, 2012, WashingtonFirst completed its acquisition of Alliance Bankshares Corporation (“Alliance”) and Alliance’s
wholly owned bank subsidiary Alliance Bank Corporation (“Alliance Bank”). The merger had a significant impact on the
Company’s 2012 operations and year-end financial condition. The acquisition nearly doubled the Company’s total assets and
expanded the Bank’s presence in the Washington, D.C. metropolitan area with five additional branches to give WashingtonFirst

I5 branch banking locations': nine in Virginia, three in Washington, D.C. and three in Maryland. Many of WashingtonFirst’s
services are also available online at www.wfbi.com.

WashingtonFirst’s growth strategy is to pursue both organic growth as well as acquisition opportunities within its target market area
of the Washington DC Metropolitan Area. Since the Bank’s inception in 2004, the Bank (and later the Company) has completed two
branch acquisitions and two whole-bank acquisitions including, most recently, the Alliance acquisition. Even in the absence of
acquisitions, WashingtonFirst has experienced consistent growth in assets and profitability since its inception. WashingtonFirst
expects to maintain this growth by continuing to hire and develop skilled personnel, and by developing and maintaining a sound
infrastructure to support continued business growth on a safe and sound basis.

WashingtonFirst” business strategy is to compete by providing its customers with highly qualified personal and customized service
utilizing up to date technology and delivery channels. The Company’s marketing efforts are directed to prospective clients who value
high quality service and who are, or have the potential to become, highly profitable. WashingtonFirst’s view of the financial services
market is that community banks must be effective in providing quality, tailored services to their customers rather than competing with
large national institutions on a head-to-head basis for broad-based consumer business.

Revenues are derived from interest and fees received in connection with loans, deposits and investments. Major expenses include
compensation and employee benefits, interest expense on deposits and borrowings and other operating expenses.
Description of Services

WashingtonFirst offers a comprehensive range of commercial banking products and services to small and medium sized businesses,
not-for-profit organizations, professional service firms and individuals in the greater Washington, D.C. Metropolitan Area.

WashingtonFirst does not offer, at the present time, services that generate a significant volume of non-interest income. Many
comparable banks that compete with WashingtonFirst offer mortgage origination, insurance, and/or wealth management services.
WashingtonFirst continues to explore potential opportunities to enhance its non-interest income in these areas, either through
acquisition or by developing the capabilities internally.

: WashingtonFirst Bank and Alliance Bank each operate branch offices in the same shopping center in Reston, Virginia. These branches are
scheduled to be consolidated into one branch in the second quarter of 2013. So, while the Bank currently operates a total of 16 branchces, only
15 branches are expected to continue in operation going forward.
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WashingtonFirst’s lending activities include commercial real estate loans, residential real estate loans, commercial and industrial
loans, construction and development loans and consumer loans. Loans originated by WashingtonFirst are classified as loans held for
investment.

WashingtonFirst’s lending activities are subject to lending limits imposed by federal and state law. While differing limits apply in
certain circumstances based on the type of loan, WashingtonFirst’s lending limit to any one borrower on loans that are not fully
secured by readily marketable or other permissible collateral generally is equal to 15 percent of WashingtonFirst’s unimpaired capital
and surplus. As of December 31, 2012, WashingtonFirst’s legal lending limit was $14.7 million. WashingtonFirst has established
relationships with correspondent banks to sell loan participations when loan amounts exceed WashingtonFirst’s legal lending limits
or internal lending policies.

WashingtonFirst has an established credit policy that includes procedures for underwriting each type of loan and lending personnel
have been assigned specific loan approval authorities based upon their experience. Loans in excess of an individual loan officer’s
authority are presented to the Bank’s Executive Loan Committee, or “ELC,” for approval. The ELC meets weekly to facilitate a
timely approval process for WashingtonFirst’s clients. Loans are approved based on the borrower’s capacity for credit, collateral
and sources of repayment. Loans are actively monitored to detect any potential performance issues. WashingtonFirst manages its
loans within the context of a risk grading system developed by management based upon extensive experience in administering loan
portfolios in its market. Payment performance is carefully monitored for all loans. When loan repayment is dependent upon an
operating business or investment real estate, periodic financial reports, site visits and select asset verification procedures are used to
ensure that WashingtonFirst accurately rates the relative risk of its assets. Based upon criteria established by management and the
Bank’s board of directors, the degree of monitoring is escalated or relaxed for any given borrower based upon WashingtonFirst’s
assessment of the future repayment risk.

Employees

At December 31, 2012, WashingtonFirst had 134 employees, 130 of which were full-time employees. All of WashingtonFirst’s
employees are employed by the Bank. None of WashingtonFirst’s employees is subject to a collective bargaining agreement.
Management considers employee relations to be good.

Loan Portfolio

The following outlines the composition of loans held for investment.

Construction and Development Loans

Construction and development loans represented 12.2 percent of WashingtonFirst’s loan portfolio as of December 31, 2012. These
loans generally fall into one of four types: first, loans to construct owner-occupied commercial buildings; second, loans to individuals
that are ultimately used to acquire property and construct an owner-occupied residence; third, loans to builders for the purpose of
acquiring property and constructing homes for sale to consumers; and fourth, loans to developers for the purpose of acquiring land to
be developed into finished lots for the ultimate construction of residential or commercial buildings. Loans of these types are generally
secured by the subject property within limits established by WashingtonFirst’s board of directors based upon an assessment of market
conditions and updated from time to time. The loans typically carry recourse to principal borrowers. In addition to the repayment risk
associated with loans to individuals and businesses, loans in this category carry construction completion risk. To address this
additional risk, loans of this type are subject to additional administrative procedures designed to verify and ensure progress of the
project in accordance with allocated funding, project specifications and time frames.

Commercial Real Estate Loans

Commercial real estate loans represented 54.2 percent of WashingtonFirst’s loan portfolio as of December 31, 2012. These loans
generally fall into one of three categories: loans supporting owner-occupied commercial property; properties used by non-profit
organizations such as trade associations, churches or charter schools where repayment is dependent upon the cash flow of the non-
profit organizations; and loans supporting a commercial property leased to third parties for investment. Commercial real estate
Loans are secured by the subject property and underwritten to policy standards. Policy standards, approved by WashingtonFirst’s
board of directors from time to time, set forth, among other considerations, loan to value limits, cash flow coverage ratios, and
standards governing the general creditworthiness of the obligors.
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Residential Real Estate Loans

Residential real estate loans include loans secured by first or second mortgages on one-to-four family residential properties. These
loans represented 16.8 percent of the loan portfolio as of December 31, 2012. Of this amount, home equity lines of credit
represented 8.5 percent and first trust mortgage loans represented 8.3 percent of total loans. Home equity loans are most frequently
secured by a second lien on residential property. First trust mortgage loans are loans secured by one-to-four tamily dwellings, where
the proceeds are used to acquire or refinance the primary financing of owner-occupied and residential investment properties. Loans
in these categories are underwritten to standards within a traditional consumer framework that is periodically reviewed and updated
by WashingtonFirst’s management and board of directors, and includes such considerations as repayment source and capacity,
collateral value, credit history, savings pattern, and stability.

Commercial and Industrial Loans

Commercial and industrial loans represented 16.5 percent of WashingtonFirst’s loan portfolio as of December 31, 2012. These
loans-are to businesses or individuals within the greater Washington D.C. metropolitan area for business purposes. Typically the
loan proceeds are used to support working capital and the acquisition of fixed assets of an operating business or to refinance a loan
payable to another financial institution that was originally made for a similar purpose. Each loan is underwritten based upon
WashingtonFirst’s assessment of the obligor’s ability to generate operating cash flow in the future necessary to repay the loan. To
address the risks associated with the uncertainties of future cash flow, these loans are generally secured by assets owned by the
business or its principal shareholders and the principal shareholders are typically required to guarantee the loan.

Consumer Loans

Consumer loans are loans to individuals for a stated purpose such as to finance a car or boat, to refinance debt, or to fund general
working capital needs. These loans are generally extended in a single disbursement and repaid over a specified period of time.
Consumer loans made up 0.3 percent of the loan portfolio as of December 31, 2012. Most loans are well secured with assets other
than real estate, such as marketable securities or automobiles. In general, management discourages unsecured lending. Loans in this
category are underwritten to standards within a traditional consumer framework that is periodically reviewed and updated by
WashingtonFirst’s management and board of directors, and includes such considerations as repayment source and capacity, collateral
value, credit history, savings pattern, and stability.

Deposits

Deposits are the primary source of funding for WashingtonFirst’s lending activity. Deposit services include business and personal
checking, NOW accounts, tiered savings and money market and time deposit accounts with varying maturity structures and
customer options. A complete individual retirement account program is also available.

Other services include cash management services such as electronic banking, sweep accounts, lockbox and account reconciliation
services, merchant card depository, safe deposit boxes and automated clearing house origination. After hour depository and ATM
services are also available.

Regulation

Financial institutions and their holding companies are extensively regulated under federal and state law. Consequently, the growth
and earnings performance of the Company and the Bank can be affected not only by management decisions and general economic
conditions, but also by the statutes administered by, and the regulations and policies of, various governmental regulatory authorities
including, but not limited to, the Virginia Bureau of Financial Institutions, the Federal Reserve, the Federal Deposit Insurance
Corporation (FDIC™), U.S Treasury and federal and state taxing authorities. The effect of such statutes, regulations and policies can
be significant, and cannot be predicted with a high degree of certainty.

Federal and state laws and regulations generally applicable to financial institutions regulate, among other things, the scope of business
activities, investments, reserves against deposits, capital levels, transactions with affiliates, the nature and amount of collateral for
loans, the establishment of branches, mergers and consolidations, and dividends. The system of supervision and regulation applicable
to the Company and the Bank establishes a comprehensive framework for their respective operations and is intended primarily for the
protection of the FDIC’s deposit insurance fund, depositors and the banking system as a whole, rather than the creditors or
shareholders of the Company and the Bank.

The following description summarizes some of the laws to which the Company and the Bank are subject. References herein to
applicable statutes and regulations are brief summaries thereof, do not purport to be complete, and are qualified in their entirety by
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reference to such statutes and regulations. Any change in applicable law or regulations may have a material effect on the business of
the Company and the Bank.

Regulation — WashingtonFirst Bankshares, Inc.

The Company is a bank holding company registered under the BHC Act and subject to supervision, regulation and examination by the
Federal Reserve. The BHC Act and other Federal laws subject bank holding companies to particular restrictions on the types of
activities in which they may engage, and to a range of supervisory requirements and activities, including regulatory enforcement
actions for violations of laws and regulations. The Company is also registered in Virginia with the Virginia Bureau of Financial
Institutions under the financial institution holding company laws of Virginia and is subject to regulation and supervision by the
Virginia Bureau of Financial Institutions.

Scope of Permissible Activities. Generally, the Company is prohibited, with certain limited exceptions, from acquiring a direct or
indirect interest in or control of more than 5.0 percent of the voting shares of any company which is not a bank or financial or bank
holding company and from engaging directly or indirectly in activities other than those of banking, managing or controlling banks or
furnishing services to its subsidiary banks, except the Company may engage in and may own shares of companies engaged in certain
activities found by the Federal Reserve to be so closely related to banking or managing and controlling banks as to be a proper
incident thereto. In approving acquisitions by bank holding companies of companies engaged in banking- related activities or the
addition of activities, the Federal Reserve considers a number of factors and weighs the expected benefits to the public (such as
greater convenience, increased competition, or gains in efficiency) against the ris’.s of possible adverse effects (such as undue
concentration of resources, decreased or unfair competition, conflicts of interest or unsound banking practices).

The Graham Leach Bliley Act, or “GLB Act,” amended the BHC Act and eliminated the barriers to affiliations among banks,
securities firms, insurance companies and other financial service providers. The GLB Act permits bank holding companies to become
financial holding companies and thereby affiliate with securities firms and insurance companies and engage in other activities that are
financial in nature. The GLB Act defines “financial in nature” to include securities underwriting, dealing and market making;
sponsoring mutual funds and investment companies; insurance underwriting and agency; merchant banking activities; and activities
that the Federal Reserve has determined to be closely related to banking. No regulatory approval is required for a financial holding
company to acquire a company, other than a bank or savings association, engaged in activities that are financial in nature or incidental
to activities that are financial in nature, as determined by the Federal Reserve.

Presently, the Company has no plans to become a financial holding company. The Company does not expect the GLB Act to
materially affect the Company’s products, services, operations or other business activities. To the extent that it allows banks,
securities firms and insurance firms to affiliate, the financial services industry may experience further consolidation. The GLB Act
may have the result of increasing competition that the Company faces from larger institutions and other companies offering financial
products and services, many of which may have substantially greater financial resources than the Company.

Safe and Sound Banking Practices. Bank holding companies are not permitted to engage in unsafe and unsound banking practices.
The Federal Reserve’s Regulation Y, for example, generally requires a holding company to give the Federal Reserve prior notice of
any redemption or repurchase of its own equity securities, if the consideration to be paid, together with the consideration paid for any
repurchases or redemptions in the preceding year, is equal to 10.0 percent or more of its consolidated net worth. The Federal Reserve
may oppose the transaction if it believes that the transaction would constitute an unsafe or unsound practice or would violate any law
or regulation. Depending upon the circumstances, the Federal Reserve could take the position that paying a dividend would constitute
an unsafe or unsound banking practice.

The Federal Reserve has broad authority to prohibit activities of bank holding companies and their nonbanking subsidiaries which
represent unsafe and unsound banking practices or which constitute violations of laws or regulations, and can assess civil money
penalties for violation of laws, regulations or orders, for participation in an unsafe or unsound practice or breach of fiduciary duty.

Regulatory Restrictions on Dividends,; Source of Strength. The Company is regarded as a legal entity separate and distinct from the
Bank. The principal source of the Company’s revenue is dividends received from the Bank. As described in more detail below, both
state and federal law place limitations on the amount that banks may pay in dividends, which the Bank must adhere to when paying
dividends to the Company. It is the policy of the Federal Reserve that bank holding companies should pay cash dividends on common
stock only out of income earned over the past year and only if prospective earnings retention is consistent with the organization’s
expected future needs and financial condition. The policy provides that bank holding companies should not pay cash dividends at
levels that undermine the bank holding company’s ability to serve as a source of strength to its banking subsidiaries. Given the
current financial and economic environment, the Federal Reserve has indicated that bank holding companies should carefully review
their dividend policy in relation to the organization’s overall asset quality, level of current and prospective earnings and level,
composition and quality of capital. The guidance provides that the Company inform and consult with the Federal Reserve Board prior
to declaring and paying a dividend that exceeds earnings for the period for which the dividend is being paid or that could result in an
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adverse change to the Company’s capital structure. See Part 11, Item 5., “Market for Registrant’s Common Equity, Related
Shareholder Matters and Issuer Purchases of Equity Securities-Dividend Policy.”

Virginia state law also restricts dividends to shareholders of the Company. WashingtonFirst’s shareholders are entitled to receive
dividends if, as and when declared by WashingtonFirst’s Board of Directors in accordance with Section 13.1-653 of the Code of
Virginia. Generally, dividends may be paid out of surplus or, if there is no surplus, out of net profits for the fiscal year in which the
dividend is declared and/or the preceding fiscal year.

Under Federal Reserve policy, a bank holding company has historically been required to act as a source of financial strength to each
of its banking subsidiaries. The Dodd-Frank Wall Street Reform and Consumer Protection Act, or “Dodd-Frank Act,” codifies this
policy as a statutory requirement. Under this proviston, WashingtonFirst is required to commit resources to support the Bank, and
this obligation may arise at times when WashingtonFirst may not be in a financial position to provide such resources. 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 banks. As discussed below, a bank holding company, in certain circumstances, could be required to
guarantee the capital plan of an undercapitalized banking subsidiary.

In the event of a bank holding company’s bankruptcy under Chapter 11 of the U.S. Bankruptcy Code, the trustee will be deemed to
have assumed and will be required to cure immediately any deficit under any commitment by the debtor holding company to any of
the federal banking agencies to maintain the capital of the insured depository institution. Any claim for breach of such obligation will
generally have priority over most other unsecured claims.

Anti-Tying Restrictions. Bank holding companies and their affiliates are prohibited from tying the provision of certain services, such
as extensions of credit, to other nonbanking services offered by a holding company or its affiliates.

Capital Adequacy Requirements. The Federal Reserve has adopted a system using risk-based capital guidelines under a two-tier
capital framework to evaluate the capital adequacy of bank holding companies. Tier | capital generally consists of common
shareholders’ equity, retained earnings, a limited amount of qualifying perpetual preferred stock, qualifying trust preferred securities
and non-controlling interests in the equity accounts of consolidated subsidiaries, less goodwill and certain intangibles. Tier 2 capital
generally consists of certain hybrid capital instruments and perpetual debt, mandatory convertible debt securities and a limited amount
of subordinated debt, qualifying preferred stock, loan loss allowance, and unrealized holding gains on certain equity securities.

Under the guidelines, specific categories of assets are assigned different risk weights, based generally on the perceived credit risk of
the asset. These risk weights are multiplied by corresponding asset balances to determine a “risk-weighted” asset base. The
guidelines require a minimum total risk-based capital ratio of 8.0 percent (of which at least 4.0 percent is required to consist of Tier 1
capital elements). Total capital is the sum of Tier | and Tier 2 capital. As of December 31, 2012 WashingtonFirst’s ratio of Tier |
capital to total risk-weighted assets was 12.65 percent and its ratio of total capital to total risk-weighted assets was 13.67 percent.

In addition to the risk-based capital guidelines, the Federal Reserve uses a leverage ratio as an additional tool to evaluate the capital
adequacy of bank holding companies. The leverage ratio is a company’s Tier | capital divided by its average total consolidated
assets. Certain highly rated bank holding companies may maintain a minimum leverage ratio of 3.0 percent, but other bank holding
companies are required to maintain a leverage ratio of at least 4.0 percent. As of December 31, 2012 WashingtonFirst’s leverage ratio
was 16.39 percent.

The federal banking agencies’ risk-based and leverage ratios are minimum supervisory ratios generally applicable to banking
organizations that meet certain specified criteria. Banking organizations not meeting these criteria are expected to operate with capital
positions well above the minimum ratios. The federal bank regulatory agencies may set capital requirements for a particular banking
organization that are higher than the minimum ratios when circumstances warrant. Federal Reserve guidelines also provide that
banking organizations experiencing internal growth or making acquisitions will be expected to maintain strong capital positions
substantially above the minimum supervisory levels, without significant reliance on intangible assets.

As a bank holding company, the regulatory capital requirements of the Federal Reserve became applicable to WashingtonFirst when
the total consolidated assets equaled $500.0 million or more. The Bank, as described below, is subject to the capital requirements of
the FDIC.

Proposed Revisions to Capital Adequacy Requirements. The Dodd-Frank Act required the Federal Reserve, the Office of the
Comptroller of the Currency, or “OCC,” and the FDIC to adopt certain capital standards based on the capital accords of the Basel
Committee on Banking Supervision, or the “Basel Committee.” On December 16, 2010, the Basel Committee released its final
framework for strengthening international capital and liquidity regulation, or “Basel I11.” Basel 111, when implemented by the U.S.
banking agencies and fully phased in, will require bank holding companies and their bank subsidiaries to maintain substantially more
capital, with a greater emphasis on common equity. In December 2011, the Federal Reserve indicated that to comply with the
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requirements of the Dodd-Frank Act, it intended to implement many of the Basel Il requirements, including those addressing risk-
based capital and leverage requirements, liquidity requirements, stress tests, single- counterparty credit limits and early remediation
requirements.

In June 2012, the Federal Reserve, the FDIC and the OCC issued several notices of proposed rulemakings to implement Basel 111
requirements as well as certain other regulatory capital and other requirements under the Dodd-Frank Act. The proposals apply to all
insured depository institutions and bank holding companies with consolidated assets over $500.0 million, such as WashingtonFirst. In
broad terms, the proposed regulations would increase the required quality and quantity of the capital base, reduce the range of
instruments that count as capital and increase the risk-weighted asset assessment for certain types of activities. The banking agencies
are evaluating the comments received from the comment period that closed October 2012 but it is likely that WashingtonFirst and the
Bank will be obligated to maintain higher capital ratios as the new regulatory standards are phased in.

Imposition of Liability for Undercapitalized Subsidiaries. Bank regulators are required to take “prompt corrective action” to resolve
problems associated with insured depository institutions whose capital declines below certain levels. In the event an institution
becomes “undercapitalized,” it must submit a capital restoration plan. The capital restoration plan will not be accepted by the
regulators unless each company having control of the undercapitalized institution guarantees the subsidiary’s compliance with the
capital restoration plan up to a certain specified amount. Any such guarantee from a depository institution’s holding company is
entitled to a priority of payment in bankruptcy.

The aggregate liability of the holding company of an undercapitalized bank is limited to the lesser of 5 percent of the institution’s
assets at the time it became undercapitalized or the amount necessary to cause the institution to be adequately capitalized. The bank
regulators have greater power in situations where an institution becomes significantly or critically undercapitalized or fails to submit a
capital restoration plan. For example, a bank holding company controiling such an institution can be required to obtain prior Federal
Reserve approval of proposed dividends, or might be required to consent to a consolidation or to divest the troubled institution or
other affiliates.

Acquisitions by Bank Holding Companies. The BHC Act requires every bank holding company to obtain the prior approval of the
Federal Reserve before it may acquire all or substantially all of the assets of any bank, or ownership or control of any voting shares of
any bank, if after such acquisition it would own or control, directly or indirectly, more than 5 percent of the voting shares of such
bank. In approving bank acquisitions by bank holding companies, the Federal Reserve is required to consider the financial and
managerial resources and future prospects of the bank holding company and the banks concerned the convenience and needs of the
communities to be served, and various competitive factors. Acquisitions by Virginia bank holding companies are also subject to the
provisions of Virginia law.

Control Acquisitions. The Change in Bank Control Act prohibits a person or group of persons from acquiring “control” of a bank
holding company unless the Federal Reserve has been notified and has not objected to the transaction. Any entity is required to obtain
the approval of the Federal Reserve under the BHC Act before acquiring 25 percent (5 percent in the case of an acquirer that is a bank
holding company) or more of a bank holding company’s or bank’s voting securities, or otherwise obtaining control or a controlling
influence over the company or bank. Under a rebuttable presumption established by the regulations of the Federal Reserve, the
acquisition of 10 percent or more of a class of voting stock of a bank holding company, would, under the circumstances set forth in the
presumption, constitute acquisition of control of a bank holding company. The statute and regulations set forth standards and certain
presumptions concerning acquisition of control. Acquisitions of control are also subject to regulation by Virginia law.

In most circumstances, an entity that owns 25 percent or more of the total equity of a banking organization owns enough of the capital
resources to have a controlling influence over such banking organization for purposes of the BHC Act. On September 22, 2008, the
Federal Reserve issued a policy statement on equity investments in banks and bank holding companies. The key statutory limit
restricting a non-controlling investor to 24.9 percent of voting securities for purposes of the BHC Act remains, but the policy
statement loosens some restrictions on entities within this limit. The provisions of the policy statement generally allow the Federal
Reserve to be able to conclude that an entity is not “controlling” if it does not own in excess of 15 percent of the voting power and

33 percent of the total equity of the bank holding company or bank. Depending on the nature of the overall investment and the capital
structure of the banking organization, based on the policy statement the Federal Reserve will permit non-controlling investments in
the form of voting and nonvoting shares that represent in the aggregate (i) less than one-third of the total equity of the banking
organization (and less than one-third of any class of voting securities, assuming conversion of all convertible nonvoting securities held
by the entity) and (ii) less than 15 percent of any class of voting securities of the organization.
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Regulation of the Bank

As a Virginia state non-member bank, the Bank is principally supervised, examined and regulated by the Virginia Bureau of Financial
Institutions. The Bank is not a member of the Federal Reserve. Because the Bank’s deposits are insured by the FDIC, it is also
subject to regulation pursuant to the Federal Reserve Act and Federal Deposit Insurance Act, or “FDIA.” The aspects of its business
which are regulated under federal law include security requirements, reserve requirements, investments, transactions with affiliates,
amounts it may lend to certain borrowers, business activities in which it may engage and minimum capital requirements. It is also
subject to applicable provisions of Virginia law insofar as they do not conflict with and are not preempted by federal law, including
laws relating to usury, various consumer and commercial loans and the operation of branch offices. Such supervision and regulation
is intended primarily for the protection of depositors, the deposit insurance funds of the FDIC and the banking system as a whole, and
not for the protection of WashingtonFirst’s shareholders or creditors. The following references to applicable statutes and regulations
are brief summaries which do not purport to be complete and which are qualified in their entirety by references to such statutes and
regulations.

Equivalence to National Bank Powers. To the extent that the Virginia laws and regulations may have allowed state-chartered banks to
engage in a broader range of activities than national banks, the Federal Deposit insurance Corporation Improvement Act of 1991, or
“FDICIA,” has operated to limit this authority. The FDICIA provides that no state bank or subsidiary thereof may engage as principal
in any activity not permitted for national banks, unless the institution complies with applicable capital requirements and the FDIC
determines that the activity poses no significant risk to the insurance fund. In general, statutory restrictions on the activities of banks
are aimed at protecting the safety and soundness of depository institutions.

Branching. Virginia law provides that a Virginia-chartered bank can establish a branch anywhere in Virginia provided that the branch
is approved in advance by the Virginia Bureau of Financial Institutions. The branch must also be approved by the FDIC. Approval is
based on a number of factors, including financial history, capital adequacy, earnings prospects, character of management, needs of the
community and consistency with corporate powers. The Dodd-Frank Act permits insured state banks to engage in de novo interstate
branching if the laws of the state where the new branch is to be established would permit the establishment of the branch if it were
chartered by such state. Currently, the Bank operates branch offices in Virginia, Maryland and Washington, D.C.

Restrictions on Transactions with Affiliates and Insiders. Transactions between the Bank and its nonbanking affiliates, including
WashingtonFirst and any of its future nonbanking subsidiaries, are subject to Section 23A of the Federal Reserve Act. An affiliate of
a bank is any company or entity that controls, is controlled by, or is under common control with that bank. In general, Section 23A
imposes limits on the amount of such transactions, and also requires certain levels of collateral for loans to affiliated parties. It also
limits the amount of advances to third parties which are collateralized by the securities or obligations of WashingtonFirst or its
subsidiaries. The Dodd-Frank Act significantly expanded the coverage and scope of the limitations on affiliate transactions within a
banking organization. The changes were originally to take effect in July 2012, but because the federal regulatory agencies have not
issued rules to implement the new restrictions, some additional time to apply is expected.

Affiliate transactions are also subject to Section 23B of the Federal Reserve Act which generally requires certain transactions between
the Bank and its affiliates be on terms substantially the same, or at least as favorable to the Bank, as those prevailing at the time for
comparable transactions with or involving other nonaffiliated persons. The Federal Reserve has also issued Regulation W, which
codifies prior pronouncements under Sections 23A and 23B of the Federal Reserve Act and interpretive guidance with respect to
affiliate transactions.

The restrictions on loans to directors, executive officers, principal shareholders and their related interests (collectively referred to in
this section as “insiders™) contained in the Federal Reserve Act and Regulation O apply to all insured depository institutions and their
subsidiaries. These restrictions include limits on loans to one borrower and conditions that must be met before such a loan can be
made. There is also an aggregate limitation on all loans to insiders and their related interests. These loans cannot exceed the
institution’s total unimpaired capital and surplus, and the FDIC may determine that a lesser amount is appropriate. Insiders are
subject to enforcement actions for knowingly accepting loans in violation of applicable restrictions. The Dodd-Frank Act adds new
requirements to bank transactions with insiders by requiring that credit exposure to derivatives and certain other transactions be
treated as loans for the insider loan and general lending limits. These rules are expected to be implemented on July 1, 2013.

Restrictions on Distribution of Subsidiary Bank Dividends and Assets. The Bank’s payment of dividends is subject to certain
restrictions imposed by federal and state banking laws, regulations and authorities. Dividends paid by the Bank have provided a
substantial part of WashingtonFirst’s operating funds and for the foreseeable future it is anticipated that dividends paid by the Bank to
WashingtonFirst will continue to be WashingtonFirst’s principal source of operating funds. The Bank’s ability to pay dividends is
subject to the restrictions previously described for WashingtonFirst. In addition, capital adequacy requirements serve to limit the
amount of dividends that may be paid by the Bank. Under federal law, the Bank cannot pay a dividend if, after paying the dividend,
the Bank will be “undercapitalized.” The FDIC may declare a dividend payment to be unsafe and unsound even though the Bank
would continue to meet its capital requirements after the dividend.
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Because WashingtonFirst is a legal entity separate and distinct from its subsidiaries, its right to participate in the distribution of assets
of any subsidiary upon the subsidiary’s liquidation or reorganization will be subject to the prior claims of the subsidiary’s creditors.
In the event of a liquidation or other resolution of an insured depository institution, the claims of depositors and other general or
subordinated creditors are entitled to a priority of payment over the claims of holders of any obligation of the institution to its
shareholders, including any depository institution holding company (such as WashingtonFirst) or any shareholder or creditor thereof.

Examinations. The FDIC periodically examines and evaluates insured banks. These examinations review areas such as capital
adequacy, reserves, loan portfolio quality and management, consumer and other compliance issues, investments and management
practices. Based upon such an evaluation, the FDIC may revalue the assets of the institution and require that it establish specific
reserves to compensate for the difference between the FDIC-determined value and the book value of such assets. The Virginia Bureau
of Financial Institutions also conducts examinations of state banks but may accept the results of a federal examination in lieu of
conducting an independent examination. In addition, the FDIC and the Virginia Bureau of Financial Institutions may elect to conduct
a joint examination.

In addition to these regular exams, an insured bank is required to furnish quarterly and annual reports to the FDIC. The FDIC, as well
as the Virginia Bureau of Financial Institutions, may exercise cease and desist or other supervisory powers over an insured bank if its
actions represent unsafe or unsound practices or violations of law. Further, any proposed addition of any individual to the board of
directors of the Bank or the employment of any individual as a senior executive officer of the Bank, or the change in responsibility of
such an officer, will be subject to 90 days prior written notice to the FDIC if the Bank is not in compliance with the applicable
minimum capital requirements, is otherwise a troubled institution or the FDIC determines that such prior notice is appropriate for the
Bank. The FDIC then has the opportunity to disapprove any such appointment.

Audit Reports. Insured institutions with total assets of $500.0 million or more must submit annual audit reports prepared by
independent auditors to federal and state regulators. In some instances, the audit report of the institution’s holding company can be
used to satisfy this requirement. Auditors must receive examination reports, supervisory agreements and reports of enforcement
actions. For institutions with total assets of $1.0 billion or more, financial statements prepared in accordance with generally accepted
accounting principles, management’s certifications concerning responsibility for the financial statements, internal controls and
compliance with legal requirements designated by the FDIC, and an attestation by the auditor regarding the statements of management
relating to the internal controls must be submitted. For institutions with total assets of more than $3.0 billion, independent auditors
may be required to review quarterly financial statements. FDICIA requires that independent audit committees be formed, consisting
of outside directors only. The committees of such institutions must include members with experience in banking or financial
management, must have access to outside counsel, and must not include representatives of large customers.

Change in Control. The Change in Bank Control Act and regulations promulgated by the FDIC require that, depending on the
particular circumstances, notice must be furnished to the FDIC and not disapproved prior to any person or group or persons acquiring
“control” of an insured bank, subject to exemptions for certain transactions. Control is conclusively presumed to exist if a person
acquires the power to vote, directly or indirectly, 25 percent or more of any class of voting securities of the bank. In addition, the term
includes the power to direct the management and policies of the bank. Control is rebuttably presumed to exist if a person acquires

10 percent or more but less than 25 percent of any class of voting securities and either the bank has registered securities under Section
12 of the Exchange Act, or no other person will own a greater percentage of that class of voting securities immediately after the
transaction. The regulations provide a procedure for challenge of the rebuttable control presumption. Acquisitions of control are also
subject to the provisions of Virginia law.

Capital Adequacy Requirements. Similar to the Federal Reserve’s requirements for bank holding companies, the FDIC has adopted
regulations establishing minimum requirements for the capital adequacy of insured banks. The FDIC may establish higher minimum
capital ratios if deemed appropriate by the FDIC, in its discretion, in light of the circumstances of a particular bank.

The FDIC’s regulations require insured banks to have and maintain a “Tier 1 risk-based capital” ratio of at least 4.0 percent and a
“total risk-based capital” ratio of at least 8.0 percent of total risk-adjusted assets. “Tier 1 capital” generally includes common
shareholders’ equity and qualifying perpetual preferred stock together with related surpluses and retained earnings, less deductions for
goodwill and various other intangibles. “Tier 2 capital” may consist of a limited amount of intermediate-term preferred stock, a
limited amount of term subordinated debt, certain hybrid capital instruments and other debt securities, perpetual preferred stock not
qualifying as Tier 1 capital, and a limited amount of the general valuation allowance for loan losses. Total risk-based capital
represents the sum of Tier 1 capital and Tier 2 capital, as those terms are defined in the regulations. As of December 31, 2012 the
Bank’s ratio of Tier | capital to total risk-weighted assets was 11.61 percent and its ratio of total capital to total risk weighted assets
was 12.40 percent.

The FDIC also requires insured banks to meet a minimum “leverage ratio” of Tier 1 capital to total assets of not less than 3.0 percent

for a bank that is not anticipating or experiencing significant growth and is highly rated (i.e., has a composite rating of 1 on a scale of
1 to 5). Banks that the FDIC determines are anticipating or experiencing significant growth or that are not highly rated must meet a
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minimum leverage ratio of 4.0 percent. As of December 31, 2012, the Bank’s ratio of Tier 1 capital to average total assets (leverage
ratio) was 14.32 percent.

Corrective Measures for Capital Deficiencies. Federal bank regulators are required to take prompt corrective action with regard to
capital deficient institutions. These rules also effectively impose capital requirements on insured banks, by subjecting banks with less
capital to increasingly stringent supervisory actions. For purposes of the prompt corrective action regulations, a bank is
“undercapitalized” if it has a total risk-based capital ratio of less than 8.0 percent; a Tier 1 risk-based capital ratio of less than

4.0 percent; or a leverage ratio of less than 4.0 percent (or less than 3.0 percent if the bank has received a composite rating of 1 in its
most recent examination report and is not experiencing significant growth). A bank is “adequately capitalized” if it has a total risk-
based capital ratio of 8.0 percent or higher; a Tier | risk-based capital ratio of 4.0 percent or higher; a leverage ratio of 4.0 percent or
higher (3.0 percent or higher if the bank was rated a composite | in its most recent examination report and is not experiencing
significant growth); and does not meet the criteria for a “well capitalized” bank. A bank is “well capitalized” if it has a total risk-
based capital ratio of 10.0 percent or higher; a Tier | risk-based capital ratio of 6.0 percent or higher; a leverage ratio of 5.0 percent or
higher; and is not subject to any written requirement to meet and maintain any higher capital level(s). Based on the most recent
notification from the FDIC, the Bank was classified as “well capitalized” for purposes of the FDIC’s prompt corrective action
regulations.

In addition to requiring undercapitalized institutions to submit a capital restoration plan, agency regulations contain broad restrictions
on certain activities of undercapitalized, institutions including asset growth, acquisitions, branch establishment and expansion into
new lines of business. Under the provisions of FDICIA and the prompt corrective action regulations, an “undercapitalized” bank is
also subject to a limit on the interest it may pay on deposits and cannot make any capital distribution, including paying a dividend
(with some exceptions), or pay any management fee (other than compensation to an individual in his or her capacity as an officer or
employee of the bank). An undercapitalized bank may also be subject to other, discretionary, regulatory actions. Additional
mandatory and discretionary regulatory actions apply to “significantly undercapitalized” and “critically undercapitalized” banks.
Failure of a bank to maintain the required capital could result in such bank being declared insolvent and closed.

As an institution’s capital decreases, the sanctions available to the FDIC become more severe. A significantly undercapitalized
institution is subject to mandated capital raising activities, restrictions on interest rates paid and transactions with affiliates, removal of
management and other restrictions. The FDIC has only very limited discretion in dealing with a critically undercapitalized institution
and is virtually required to appoint a receiver or conservator. Banks with risk-based capital and leverage ratios below the required
minimums may also be subject to certain administrative actions, inciuding the termination. of deposit insurance upon notice and
hearing, or a temporary suspension of insurance without a hearing in the event the institution has no tangible capital.

Proposed rules issued by the FDIC in June 2012 would revise the prompt corrective action requirements as of January 15, 2015 to
reflect the proposed changes to the definitions of capital and revised regulatory minimum capital ratios. As such, the proposals would
set a slightly higher standard for banks to be considered well capitalized than is currently required under the current framework.

Deposit Insurance Assessments. The Bank’s deposits are insured by the FDIC through the Deposit Insurance Fund, or “DIF,” to the
extent provided by law, and the Bank must pay assessments to the FDIC for such deposit insurance protection. The FDIC maintains
the DIF by designating a required reserve ratio. If the reserve ratio falls below the designated level, the FDIC must adopt a restoration
plan that provides that the DIF will return to an acceptable level generally within five years. The designated reserve ratio is currently
set at 2.0 percent. The FDIC has the discretion to price deposit insurance according to the risk for all insured institutions regardless of
the level of the reserve ratio.

The DIF reserve ratio is maintained by assessing depository institutions an insurance premium based upon statutory factors. Under its
current regulations, the FDIC imposes assessments for deposit insurance according to a depository institution’s ranking in one of four
risk categories based upon supervisory and capital evaluations. The assessment rate for an individual institution is determined
according to a formula based on a combination of weighted average CAMELS component ratings, financial ratios and, for institutions
that have long-term debt ratings, the average ratings of its long-term debt.

In November 2009, the FDIC adopted a rule that required all insured institutions with limited exceptions, to prepay their estimated
quarterly risk-based assessments for the fourth quarter of 2009 and for all 0f 2010, 2011 and 2012. The assessment, which totaled
$1.6 million for the Bank, was calculated by taking the institution’s actual September 30, 2009 assessment base and adjusting it
quarterly by an estimated 5 percent annual growth rate through the end of 2012. Each institution recorded the entire amount of its
prepaid assessment as a prepaid expense, an asset on its balance sheet, as of December 30, 2009. As of December 31, 2009, and each
quarter thereafter, each institution records an expense, or a charge to earnings, for its quarterly assessment invoiced on its quarterly
statement and an offsetting credit to the prepaid assessment until the asset is exhausted. With the acquisition of Alliance, prepaid
assessments increased from $0.7 million as of December 31, 2011 to $2.5 million as of December 31, 2012, primarily related to the
acquisition. Prepaid assessments are included in other assets in the accompanying consolidated balance sheet.
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On February 7, 2011, the FDIC approved a final rule that amended its existing DIF restoration plan and implemented certain
provisions of the Dodd-Frank Act. Since taking effect on April 1, 2011, the assessment base has been determined using average
consolidated total assets minus average tangible equity rather than using adjusted domestic deposits. Since the change resulted in a
much larger assessment base, the final rule also lowered the assessment rates in order to keep the total amount collected from financial
institutions relatively unchanged from the amounts being collected before the provisions took effect. The current assessment rates,
calculated on the revised assessment base, generally range from 2.5 to 9 basis points for Risk Category I institutions, 9 to 24 basis
points for Risk Category 11 institutions, 18 to 33 basis points for Risk Category 11 institutions, and 30 to 45 basis points for Risk
Category 1V institutions. For large institutions (generally those with total assets of $10 billion or more), which does not include the
Bank, the initial base assessment rate range from 5 to 35 basis points on an annualized basis. After the effect of potential base-rate
adjustments, the total base assessment rate could range from 2.5 to 45 basis points on an annualized basis. Assessment rates for large
institutions are calculated using a scorecard that combines CAMELS ratings and certain forward-looking financial measures to assess
the risk a large institution poses to the DIF.

Enforcement Powers. The FDIC and the other federal banking agencies have broad enforcement powers, including the power to
terminate deposit insurance, impose substantial fines and other civil and criminal penalties and appoint a conservator or receiver.
Failure to comply with applicable laws, regulations and supervisory agreements could subject WashingtonFirst or the Bank, as well as
officers, directors and other institution-affiliated parties of these organizations, to administrative sanctions and potentially substantial
civil money penalties. In addition to the grounds discussed above under “~Corrective Measures for Capital Deficiencies,” the
appropriate federal banking agency may appoint the FDIC (or the FDIC may appoint itself, under certain circumstances) as

conse: vator or receiver for a banking institution if any one or more of a number of circumstances exist, including, without limitation,
the fact that the banking institution is undercapitalized and has no reasonable prospect of becoming adequately capitalized, fails to
become adequately capitalized when required to do so, fails to submit a timely and acceptable capital restoration plan or materially
fails to implement an accepted capital restoration plan. The Virginia Bureau of Financial Institutions also has broad enforcement
powers over the Bank, including the power to impose orders, remove officers and directors, impose fines and appoint supervisors and
conservators.

Brokered Deposit Restrictions. Adequately capitalized institutions cannot accept, renew or roll over brokered deposits except with a
waiver from the FDIC, and are subject to restrictions on the interest rates that can be paid on any deposits. Undercapitalized
institutions may not accept, renew, or roll over brokered deposits. As previously noted, the Bank is categorized as “well capitalized.”

Cross-Guarantee Provisions. The Financial Institutions Reform, Recovery and Enforcement Act of 1989 contains a cross-guarantee
provision, which generally makes commonly controlled insured depository institutions liable to the FDIC for any losses incurred in
connection with the failure of a commonly controlled depository institution.

Concentrated Commercial Real Estate Lending Regulations. The federal banking agencies, including the FDIC, have promulgated
guidance governing financial institutions with concentrations in commercial real estate lending. The guidance provides that a bank
has a concentration in commercial real estate lending if (i) total reported loans for construction, land development, and other land
represent 100 percent or more of total capital, or (ii) total reported loans secured by multifamily and non-farm residential properties
and loans for construction, land development, and other land represent 300 percent or more of total capital and the bank’s commercial
real estate loan portfolio has increased 50 percent or more during the prior 36 months. Owner occupied loans are excluded from this
second category. If a concentration is present, management must employ heightened risk management practices that address the
following key elements: board and management oversight and strategic planning, portfolio management, development of underwriting
standards, risk assessment and monitoring through market analysis and stress testing, and maintenance of increased capital levels as
needed to support the level of commercial real estate lending. WashingtonFirst recognizes that it has a high concentration of real
estate loans and has implemented heightened risk management practices to monitor and control its exposure.

Community Reinvestment Act. The Community Reinvestment Act of 1977, or “CRA,” and the corresponding regulations are intended
to encourage banks to help meet the credit needs of their service area, including low and moderate income neighborhoods, consistent
with the safe and sound operations of the banks. These regulations also provide for regulatory assessment of a bank’s record in
meeting the needs of its service area when considering applications to acquire the assets and assume the liabilities of another bank.
Federal banking agencies are required to make public a rating of a bank’s performance under the CRA. In the case of a bank holding
company, the CRA performance record of the banks involved in the transaction are reviewed in connection with the filing of an
application to acquire ownership or control of shares or assets of a bank or to merge with any other bank holding company. An
unsatisfactory record can substantially delay or block the transaction. At December 31, 2012, the Bank had a satisfactory CRA rating.

Consumer Laws and Regulations. In addition to the laws and regulations discussed herein, the Bank is also subject to certain
consumer laws and regulations that are designed to protect consumers in transactions with banks. While the list set forth herein is not
exhaustive, these laws and regulations include the Truth in Lending Act, the Truth in Savings Act, the Electronic Funds Transfer Act,
the Expedited Funds Availability Act, the Equal Credit Opportunity Act and the Fair Housing Act, among others. These laws and
regulations mandate certain disclosure requirements and regulate the manner in which financial institutions must deal with customers
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when taking deposits or making loans to such customers. The Bank must comply with the applicable provisions of these consumer
protection laws and regulations as part of its ongoing customer relations.

Anti-Money Laundering and Anti-Terrorism Legislation. A major focus of governmental policy on financial institutions in recent
years has been combating money laundering and terrorist financing. The Uniting and Strengthening America by Providing
Appropriate Tools Required to Intercept and Obstruct Terrorism Act of 2001, or the “USA Patriot Act,” substantially broadened the
scope of United States anti-money laundering laws and regulations by imposing significant new compliance and due diligence
obligations, creating new crimes and penalties and expanding the extra-territorial jurisdiction of the United States. The United States
Treasury Department has issued and, in some cases, a number of proposed regulations that apply various requirements of the USA
Patriot Act to financial institutions. These regulations impose obligations on financial institutions to maintain appropriate policies,
procedures and controls to detect, prevent and report money laundering and terrorist financing and to verify the identity of their
customers. Certain of those regulations impose specific due diligence requirements on financial institutions that maintain
correspondent or private banking relationships with non-U.S. financial institutions or persons. Failure of a financial institution to
maintain and implement adequate programs to combat money laundering and terrorist financing, or to comply with all of the relevant
laws or regulations, could have serious legal and reputational consequences for the institution. The USA Patriot Act requires financial
institutions to prohibit correspondent accounts with foreign shell banks, establish an anti-money laundering program that includes
employee training and an independent audit, follow minimum standards for identifying customers and maintaining records of the
identification information and make regular comparisons of customers against agency lists of suspected terrorists, their organizations
and money launderers. The potential impact of the USA Patriot Act on financial institutions of all kinds is significant and wide
ranging.

Office of Foreign Assets Control Regulation. The United States has imposed economic sanctions that affect transactions with
designated foreign countries, nationals and others. These are typically known as the “OFAC” rules based on their administration by
the U.S. Treasury Department Office of Foreign Assets Control, or “OFAC.” The OFAC-administered sanctions targeting countries
take many different forms. Generally, however, they contain one or more of the following elements: (i) restrictions on trade with or
investment in a sanctioned country, including prohibitions against direct or indirect imports from and exports to a sanctioned country
and prohibitions on “U.S. persons” engaging in financial transactions relating to making investments in, or providing investment-
related advice or assistance to, a sanctioned country; and (ii) a blocking of assets in which the government or specially designated
nationals of the sanctioned country have an interest, by prohibiting transfers of property subject to U.S. jurisdiction (including
property in the possession or control of U.S. persons). Blocked assets (e.g., property and bank deposits) cannot be paid out,
withdrawn, set off or transferred in any manner without a license from OFAC. Failure to comply with these sanctions could have
serious legal and reputational consequences.

Privacy. WashingtonFirst and its subsidiaries are subject to numerous privacy-related laws and their implementing regulations. For
example, the GLB Act imposed requirements on financial institutions with respect to customer privacy. The GLB Act generally
prohibits disclosure of customer information to non-affiliated third parties unless the customer has been given the opportunity to
object and has not objected to such disclosure. Financial institutions are further required to disclose their privacy policies to
customers annually. Financial institutions, however, are required to comply with state law if it is more protective of customer privacy
than the GLB Act.

Legislative Initiatives

In light of current conditions and the market outlook for continuing weak economic conditions, regulators have increased their focus
on the regulation of financial institutions. A number of government initiatives, including those described below, designed to respond
to the current conditions have been introduced over the past several years and have substantially intensified the regulation of financial
institutions. From time to time, various legislative and regulatory initiatives may be introduced in Congress and state legislatures and
may change banking statutes and the operating environment of WashingtonFirst and the Bank in substantial and unpredictable ways.
WashingtonFirst cannot determine the ultimate effect that any potential legislation, if enacted, or implementing regulations with
respect thereto, would have, upon the financial condition or results of operations of WashingtonFirst or the Bank. A change in
statutes, regulations or regulatory policies applicable to WashingtonFirst or the Bank could have a material effect on the financial
condition, results of operations or business of WashingtonFirst and the Bank.
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Dodd-Frank Act. In July 2010, the Dodd-Frank Act regulatory reform legislation became law However, many aspects of the Dodd-
Frank Act are subject to further rulemaking and will take effect over several years, making it difficult for WashingtonFirst to
anticipate the overall financial impact to it or across the industry. This new law broadly affects the financial services industry by
implementing changes to the financial regulatory landscape aimed at strengthening the sound operation of the financial services
sector, including provisions that, among other things, will:

»  Create a new agency, the Consumer Financial Protection Bureau, or “CFPB”, to consolidate consumer financial protection
authority in one department, responsible for implementing, examining and enforcing compliance with federal consumer
financial laws;

»  Apply the same leverage and risk—based capital requirements that apply to insured depository institutions to most bank
holding companies;

«  Broaden the base for FDIC insurance assessments from the amount of insured deposits to average total consolidated assets
less average tangible equity during the assessment period;

+  Permanently require FDIC deposit insurance on deposits up to $250,000 and provide unlimited FDIC deposit insurance on
noninterest bearing demand transaction accounts without regarding to amount beginning December 31, 2010 until January
1, 2013 at all insured depository institutions;

»  Permit banks to engage in de novo interstate branching if the laws of the state where the new branch is to be established
would permit the establishment of the branch if it were chartered by such state;

»  Repeal the federal prohibitions on the payment of interest on demand deposits, thereby permitting depository institutions to
pay interest on business transaction and other accounts;

«  Eliminate the ceiling on the size of the DIF and increase the floor on the size of the DIF;

« Implement corporate governance revisions, including with regard to executive compensation and proxy access by
shareholders, that apply to all public companies, not just financial institutions; and

*  Increase the authority of the Federal Reserve to examine WashingtonFirst and any non-bank subsidiaries.

WashingtonFirst is not subject to regulation by the CFPB, as it has supervisory authority over depository institutions with total assets
of $10.0 billion or greater. Nevertheless, it is unclear whether the CFPB’s focus on consumer regulation and the risks posed by
financial products will ultimately impact institutions such as WashingtonFirst.

WashingtonFirst’s management continues to review and assess the provisions of the Dodd—Frank Act and assessing its probable
impact on its business, financial condition, and results of operations. Provisions in the legislation that affect deposit insurance
assessments and payment of interest on demand deposits could increase the costs associated with deposits as well as place limitations
on certain revenues those deposits may generate. Provisions in the legislation and recently proposed regulations that limit the Tier |
capital treatment of trust preferred securities could prevent WashingtonFirst from counting as Tier | capital the Alliance trust
preferred securities assumed by WashingtonFirst in the acquisition of Alliance. If such were to occur, WashingtonFirst may have to
seek other sources of capital in the future. Many aspects of the Dodd-Frank Act are subject to rulemaking and will take effect over
several years, making it difficult to anticipate the overall financial impact on WashingtonFirst, its customers or the financial industry
more generally.

Incentive Compensation. In June 2010, the Federal Reserve, OCC and FDIC issued comprehensive final guidance on incentive
compensation policies intended to ensure that the incentive compensation programs of financial institutions do not undermine the
safety and soundness of banking organizations by encouraging excessive risk-taking. The guidance, which covers all employees that
have the ability to materially affect the risk profile of an organization, either individually or as part of a group, is based upon the key
principles that a banking organization’s incentive compensation arrangements should (i) provide incentives that do not encourage risk-
taking beyond the organization’s ability to effectively identify and manage risks, (ii) be compatible with effective internal controls and
risk management, and (iii) be supported by strong corporate governance, including active and effective oversight by the organization’s
board of directors. Also, on April 14, 2011, the FDIC published a proposed interagency rule to implement certain incentive
compensation requirements of the Dodd-Frank Act. Under the proposed rule, financial institutions must prohibit incentive-based
compensation arrangements that encourage inappropriate risk taking that are deemed excessive or that may lead to material losses.

The Federal Reserve will review, as part of the regular, risk-focused examination process, the incentive compensation arrangements of
banking organizations, such as WashingtonFirst, that are not “large, complex banking organizations.” These reviews will be tailored
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to each organization based on the scope and complexity of the organization’s activities and the prevalence of incentive compensation
arrangements. The findings of the supervisory initiatives will be included in reports of examination. Deficiencies will be
incorporated into the organization’s supervisory ratings, which can affect the organization’s ability to make acquisitions and take
other actions. Enforcement actions may be taken against a banking organization if its incentive compensation arrangements, or
related risk-management control or governance processes, pose a risk to the organization’s safety and soundness and the organization
is not taking prompt and effective measures to correct the deficiencies.

U.S. Treasury Small Business Lending Fund. Enacted into law as part of the Small Business Jobs Act of 2010, the Small Business
Loan Fund, or “SBLF,” was created to be a dedicated investment fund that provided capital to qualified community banks and bank
holding companies to encourage lending to small businesses. The program is voluntary and allowed eligible institutions to apply for
the purchase by the U.S. Treasury of senior non-cumulative perpetual preferred stock in an aggregate amount based on a participant’s
consolidated risk-weighted assets at the measurement date.

The rate of dividends is determined based on increases or decreases in lending compared to a “baseline” established for each
institution at the time of the investment. Dividend rates are adjusted quarterly during the first nine quarters of the investment and may
vary between 1.0 percent and 5.0 percent depending on the lending increase or decrease compared to the baseline. The rate in effect at
the beginning of the tenth full quarter after the investment date will be payable until the expiration of the 4.5 year period beginning on
the investment date. However, if the institution has not experienced an increase, or has experienced a decline in its small business
lending at the beginning of the tenth quarter after the investment, then that institution’s dividend rate will increase to 7.0 percent.
Further, the potential dividend rate reduction in any period is limited, such that the reduction will not apply to any Series D Preferred
Stock proceeds that exceed the dollar amount of the increase in qualified small business lending for that period as compared to the
baseline. To encourage timely repayment, the dividend rate for the SBLF investment increases to 9.0 percent for all participating
institutions four and a half years after the initial investment.

WashingtonFirst elected to participate in the SBLF, and on August 4, 2011, WashingtonFirst issued and sold to the U.S. Treasury
17,796 shares of Series D Preferred Stock for an aggregate purchase price of $17.8 million in cash. As required by the terms of the
SBLF, WashingtonFirst applied $13.8 million of the funding to repay Treasury’s 2009 investment in WashingtonFirst under the
Capital Purchase Program. Ninety percent of the remaining funds were transferred to the Bank. WashingtonFirst’s dividend rate
initially was determined to be one percent and has continued at that rate for successive quarters. In addition, if WashingtonFirst’s
qualified small business lending is not above the baseline at the end of the ninth dividend period, because of participation in the
Capital Purchase Program, WashingtonFirst must also pay a lending incentive fee of 2.0 percent per annum (payable quarterly),
calculated based on the liquidation value of the outstanding Series D Preferred Stock as of the end of that quarter, beginning with
dividend payment dates on or after the fifth anniversary of the Capital Purchase Program investment and ending 4.5 years after the
investment date in the Series D Preferred Stock.

Participation in the SBLF subjects WashingtonFirst to various obligations, including certification obligations to the U.S. Treasury,
access by governmental authorities to WashingtonFirst’s books and records and restrictions on WashingtonFirst’s ability to pay
dividends. In addition, the U.S. Treasury is entitled to appoint an observer to the WashingtonFirst board of directors, if it fails to pay
dividends on the Series D Preferred Stock in accordance with its terms.

Monetary Policy

The policies of regulatory authorities, including the monetary policy of the Federal Reserve, have a significant effect on the operating
results of banks and bank holding companies. Among the means available to the Federal Reserve to regulate the supply of bank credit
are open market purchases and sales of U.S. government securities, changes in the discount rate on borrowings from the Federal
Reserve System and changes in reserve requirements with respect to deposits. These activities are used in varying combinations to
influence overall growth and distribution of bank loans, investments and deposits on a national basis, and their use may affect interest
rates charged on loans or paid for deposits.

Federal Reserve monetary policies and the fiscal policies of the federal government have materially affected the operating results of
commercial banks in the past and are expected to continue to do so in the future. WashingtonFirst cannot predict the nature of future
monetary and fiscal policies and the effect of such policies on the future business and earnings of WashingtonFirst or its subsidiaries.

Competition

WashingtonFirst competes with virtually all banks and non-bank financial institutions (e.g., savings and loan associations, credit
unions, industrial loan associations, insurance companies, small loan companies, finance companies, mortgage companies, real estate
investment trusts, certain governmental agencies, credit card organizations, and equipment suppliers) that offer services in its market
area. Much of this competition comes from large financial institutions headquartered outside the region, each of which has greater
financial and other resources than WashingtonFirst and is able to conduct large advertising campaigns and offer incentives. To
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attract business in this competitive environment, WashingtonFirst relies on personal contact by its officers and directors, local
promotional activities, and the ability to provide personally tailored services to small businesses and professionals.

Legal Proceedings

In the ordinary course of business, WashingtonFirst becomes involved in routine legal proceedings from time to time. Management of
WashingtonFirst believes that there are no pending or threatened legal proceedings that upon resolution would have a material adverse
effect on WashingtonFirst.

Internet Access to Corporate Documents

Information about WashingtonFirst can be found on its website at www.wfbi.com. WashingtonFirst posts its annual reports, quarterly
reports, current reports, definitive proxy materials and any amendments to those reports under “Investor Relations™ in the “About Us”
section of the website as soon as reasonably practicable after they are electronically filed with or furnished to the SEC. All such
filings are available free of charge.

The information available on WashingtonFirst’s website is not part of this Annual Report on Form 10-K or any other report filed by
WashingtonFirst with the SEC.

Item 1A. Risk Factors
Risks Associated With WashingtonFirst’s Business
Combining WashingtonFirst and Alliance may be more difficult, costly or time-consuming than expected.

On December 21, 2012, WashingtonFirst consummated a merger with Alliance. Until the closing, WashingtonFirst and Alliance
operated independently. Subsequent to the closing, WashingtonFirst has initiated the process of integrating the two businesses. It is
possible that the integration process could result in the loss of key employees, disruption of the ongoing business or inconsistencies in
standards, controls, procedures and policies that adversely affect WashingtonFirst’s ability to maintain relationships with customers
and employees or to achieve the anticipated benefits of the merger. As with any merger of banking institutions, there also may be
business disruptions that cause WashingtonFirst to lose customers or cause customers to move their deposits. WashingtonFirst will
incur substantial expenses in integrating the two businesses. Although WashingtonFirst believes that the elimination of duplicate
costs, as well as the realization of other efficiencies related to the integration of the businesses of WashingtonFirst and Alliance will
offset incremental transaction and merger-related costs over time, this net benefit may not be achieved in the near term, or at all.

The success of WashingtonFirst following the merger is dependent in large part on WashingtonFirst’s ability to integrate the two
businesses, business models and cultures. If WashingtonFirst is not able to integrate the operations of Washington First and Alliance
successfully and timely, the expected benefits of the merger may not be realized.

WashingtonFirst may fail to realize the cost savings estimated for the merger.

Although WashingtonFirst believes that it will realize cost savings from the merger when integration is complete, it is possible that the
amount of cost savings could be less than anticipated. For example, the combined purchasing power of WashingtonFirst and Alliance
may not be as strong as expected, and therefore the cost savings could be less than expected. In addition, future business
developments may require WashingtonFirst to continue to operate or maintain some facilities or support functions that are currently
expected to be combined or reduced. The cost savings estimates also depend on WashingtonFirst’s ability to combine the businesses
of WashingtonFirst and Alliance in a manner that permits those costs savings to be realized. If WashingtonFirst is not able to combine
the two companies successfully, the anticipated cost savings may not be fully realized or realized at all, or may take longer to realize
than expected.

Results of operation after the merger may differ materially from the results of operation anticipated at the time of the merger.
The results of operations of WashingtonFirst after the merger with Alliance may be materially different from those anticipated at the
time of the merger. The actual costs of the merger and the integration of the companies could exceed amounts anticipated at the time

of the merger. In addition, these charges may decrease capital of the combined company that could be used for profitable, income
earning investments in the future.
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The integration of the Alliance business may divert the attention of management of WashingtonFirst from its other
responsibilities.

The need to integrate the businesses of Alliance and WashingtonFirst will cause the management of WashingtonFirst to focus a
portion of its time and energies on such matters that otherwise would be directed to the business and operations of WashingtonFirst.
Any such diversion of management’s attention, if significant, could affect WashingtonFirst’s ability to service existing business and to
develop new business and could adversely affect the business and earnings of WashingtonFirst.

WashingtonFirst may not be able to manage future growth and competition in the greater Washington, D.C. metropolitan area.

The merger with Alliance will result in a significant acceleration of WashingtonFirst’s expansion in the greater Washington, D.C.
metropolitan area, where it previously operated ten branches. There can be no assurance that WashingtonFirst will be able to
successfully manage the additional branches obtained in the Alliance merger and maintain profitable growth. WashingtonFirst has
grown rapidly in the past several years, through acquisition and through organic growth. WashingtonFirst can provide no assurance
that it will continue to be able to maintain its rate of growth at acceptable risk levels and upon acceptable terms, while managing the
costs and implementation risks associated with its growth strategy. WashingtonFirst may be unable to continue to increase its volume
of loans and deposits or to introduce new products and services at acceptable risk levels for a variety of reasons, including an inability
to maintain capital and liquidity sufficient to support continued growth. If WashingtonFirst is successful in continuing its growth, it
cannot assure you that further growth would offer the same levels of potential profitability, or that it would be successful in controlling
costs and maintaining asset quality.

WashingtonFirst’s future success will depend on its ability to compete effectively in the highly competitive financial services
industry.

WashingtonFirst faces substantial competition in all phases of its operations from a variety of different competitors. In particular,
there is very strong competition for financial services in the greater Washington, D.C. metropolitan area in which it conducts its
business. WashingtonFirst competes with commercial banks, credit unions, savings and loan associations, mortgage banking firms,
consumer finance companies, money market funds and other mutual funds, as well as other local and community, superregional,
national and international financial institutions that operate offices in its primary market areas and elsewhere. WashingtonFirst’s
tfuture growth and success will depend on its ability to compete effectively in this highly competitive financial services environment.

Many of WashingtonFirst’s competitors are well-established, larger financial institutions and many offer products and services that it
does not. Many have substantially greater resources, name recognition and market presence that benefit them in attracting business.
While WashingtonFirst believes it competes effectively with these other financial institutions in its primary markets, it may face a
competitive disadvantage as a result of its smaller size, smaller asset base, lack of geographic diversification and inability to spread its
marketing costs across a broader market. 1f WashingtonFirst has to raise interest rates paid on deposits or lower interest rates charged
on loans to compete effectively, its net interest margin and income could be negatively affected. Failure to compete effectively to
attract new or to retain existing, clients may reduce or limit WashingtonFirst’s net income and its market share and may adversely
affect its results of operations, financial condition and growth.

WashingtonFirst’s profitability depends on interest rates generally, and it may be adversely affected by changes in government
monetary policy.

The economy, interest rates, monetary and fiscal policies of the federal government and regulatory policies have a significant
influence on WashingtonFirst and the industry as a whole. WashingtonFirst’s profitability depends in substantial part on its net
interest margin, which is the difference between the rates it receives on loans and investments and the rates it pays for deposits and
other sources of funds. Its net interest margin depends on many factors that are partly or completely outside of its control, including
competition, federal economic, monetary and fiscal policies, and economic conditions generally. Its net interest income will be
adversely affected if market interest rates change so that the interest it pays on deposits and borrowings increases faster than the
interest it earns on loans and investments.

Changes in interest rates, particularly by the Federal Reserve, which implements national monetary policy in order to mitigate
recessionary and inflationary pressures, also affect the value of its loans. In setting its policy, the Federal Reserve may utilize
techniques such as: (i) engaging in open market transactions in United States government securities; (ii) setting the discount rate on
member bank borrowings; and (iii) changing reserve requirements. These techniques may have an adverse effect on
WashingtonFirst’s deposit levels, net interest margin, loan demand or its business and operations. [n addition, an increase in interest
rates could adversely affect borrowers’ ability to pay the principal or interest on existing variable rate loans or reduce their desire to
borrow more money. This may lead to an increase in WashingtonFirst’s nonperforming assets, a decrease in loan originations, or a
reduction in the value of and income from its loans, any of which could have a material adverse effect on WashingtonFirst’s results of
operations. WashingtonFirst tries to minimize its exposure to interest rate risk, but it is unable to completely eliminate this risk.
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Fluctuations in market rates and other market disruptions are neither predictable nor controllable and may have a material adverse
effect on WashingtonFirst’s business, financial condition and results of operations.

WashingtonFirst’s profitability depends significantly on local economic conditions, and may be adversely affected by reductions in
Federal spending.

WashingtonFirst’s success is dependent to a significant extent upon general economic conditions in the greater Washington, D.C.
metropolitan area which are, in turn, dependent to a large extent on the Federal government, particularly its local employment and
spending levels. In addition, the banking industry in the greater Washington, D.C. metropolitan area, similar to other geographic
markets, is affected by general economic conditions such as inflation, recession, unemployment and other factors beyond
WashingtonFirst’s control. The adverse economic and financial conditions prevailing in the United States and in WashingtonFirst’s
market area since 2008 increased the number of loan defaults and foreclosures and resulted in a decline in credit quality, which
negatively impacted WashingtonFirst’s financial results. Prolonged continuation of these conditions or other economic dislocation in
the greater Washington, D.C. metropolitan area, including a substantial reduction in the level of employment or local spending by the
Federal government, could cause increases in nonperforming assets, thereby causing operating losses, impairing liquidity and eroding
capital. For example, the reductions in Federal spending caused by the sequestration of funds, or “sequester,” on March 1, 2013 as
the result of the failure of the Obama Administration and the Congress to reach agreement on changes in fiscal policy may reduce
employment in the Greater Washington D.C. metropolitan area and adversely affect WashingtonFirst. WashingtonFirst cannot assure
you that future adverse changes in the economy in the greater Washington, D.C. metropolitan area would not have a material adverse
effect on the WashingtonFirst’s financial condition, results of operations or cash flows.

WashingtonFirst’s loan portfolios have significant real estate concentration.

A substantial portion of WashingtonFirst’s loan portfolio is secured by real estate collateral. At December 31, 2012, approximately
79 percent of WashingtonFirst’s loans had real estate as a primary or secondary component of collateral. The real estate collateral in
each case provides an alternate source of repayment in the event of default by the borrower. In the event of a general decline in the
value of real estate assets, the value of WashingtonFirst’s real estate collateral also may deteriorate. If WashingtonFirst is required to
liquidate the collateral securing a loan to satisfy the debt during a period of reduced real estate values, WashingtonFirst’s earnings and
capital could be adversely affected.

WashingtonFirst’s business strategy includes the continuation of its growth plans, and its financial condition and results of
operations could be negatively affected if it fails to grow or fails to manage its growth effectively.

In addition to the Alliance acquisition, WashingtonFirst intends to continue to grow in its existing banking markets (internally and
through additional offices) and to expand into new markets as appropriate opportunities arise. WashingtonFirst’s prospects must be
considered in light of the risks, expenses and difficulties frequently encountered by companies that are experiencing growth.
WashingtonFirst cannot assure you it will be able to expand its market presence in its existing markets or successfully enter new
markets, or that any expansion will not adversely affect its results of operations. Failure to manage WashingtonFirst’s growth
effectively could have a material adverse effect on its business, future prospects, financial condition or results of operations, and could
adversely affect its ability to successfully implement its business strategy. Also, if WashingtonFirst’s growth occurs more slowly than
anticipated or declines, its operating results could be materially affected in an adverse way.

WashingtonFirst’s ability to grow successfully will depend on a variety of factors, including the continued availability of desirable
business opportunities, the competitive responses from other financial institutions in its market areas and its ability to manage its
growth. While WashingtonFirst believes it has the management resources and internal systems in place to successfully manage its
future growth, there can be no assurance growth opportunities will be available or growth will be successfully managed.
WashingtonFirst may face risks with respect to future acquisitions.
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As a strategy, WashingtonFirst has sought to increase the size of the Bank by business acquisitions, and it has grown rapidly since its
incorporation. WashingtonFirst may acquire other financial institutions or parts of those entities in the future. Acquisitions and
mergers involve a number of risks, including:

+ the time and costs associated with identifying and evaluating potential acquisitions and merger partners;

»  the estimates and judgments used to evaluate credit, operations, management and market risks with respect to the target entity
may not be accurate;

» the time and costs of evaluating new markets, hiring experienced management opening new offices, and the time lags
between these activities and generating of sufficient assets and deposits to support the costs of the expansion;

+  WashingtonFirst’s ability to finance an acquisition and possible ownership or economic dilution to its current shareholders;

+ the diversion of WashingtonFirst’s management’s attention to the negotiation of a transaction, and the integration of the
operations and personnel of the combining businesses;

* entry into new markets where WashingtonFirst lacks experience;

+ the introduction of new products and services into its business;

+ the incurrence and possible impairment of goodwill associated with an acquisition and possible adverse short-term effects on
WashingtonFirst’s results of operations; and

« the potential loss of key employees and clients.

WashingtonFirst may incur substantial costs to expand, and it can give no assurance such expansion will result in the levels of profits
it seeks. There can be no assurance that integration efforts for any future mergers or acquisitions will be successful. Also,
WashingtonFirst may issue equity securities, including common stock and securities convertible into shares of its common stock, in
connection with future acquisitions, which could cause ownership and economic dilution to its current shareholders. There is no
assurance that, following any future merger or acquisition, WashingtonFirst’s integration efforts will be successful or that, after giving
effect to the acquisition, it will achieve profits comparable to or better than its historical experience.

WashingtonFirst’s allowance for loan losses could become inadequate and reduce its earnings and capital.

WashingtonFirst maintains an allowance for loan losses that it believes is adequate for absorbing the estimated future losses inherent
in its loan portfolio. Management conducts a periodic review and consideration of the loan portfolio to determine the amount of the
allowance for loan losses based upon general market conditions, credit quality of the loan portfolio and performance of
WashingtonFirst’s clients relative to their financial obligations with it. The amount of future losses, however, is susceptible to
changes in economic and other market conditions, including changes in interest rates and collateral values, which are beyond
WashingtonFirst’s control, and these future losses may exceed its current estimates. There can be no assurance that additional
provisions for loan losses will not be required in the future, including as a result of changes in the economic assumptions underlying
management’s estimates and judgments, adverse developments in the economy on a national basis or in the Bank’s market area, or
changes in the circumstances of particular borrowers. Although WashingtonFirst believes the allowance for loan losses is adequate to
absorb probable losses in its loan portfolio, WashingtonFirst cannot predict the amount of such losses or guarantee that its allowance
will be adequate in the future. Excessive loan losses could have a material adverse effect on WashingtonFirst financial condition and
results of operations.

Liquidity needs could adversely affect WashingtonFirst’s results of operations and financial condition.

WashingtonFirst’s primary source of funds is client deposits in the Bank and loan repayments. While scheduled loan repayments are a
relatively stable source of funds, they are subject to the ability of borrowers to repay the loans. The ability of borrowers to repay loans
can be adversely affected by a number of factors, including changes in economic conditions, adverse trends or events affecting
business industry groups, reductions in real estate values or markets, business closings or lay-offs, inclement weather, natural disasters
and international instability. Additionally, deposit levels may be affected by a number of factors, including rates paid by competitors,
general interest rate levels, regulatory capital requirements, returns available to clients on alternative investments and general
economic conditions. The deposits from the title and escrow agency customers that WashingtonFirst acquired in the Alliance
acquisition are expected to continue to be an important component of WashingtonFirst’s deposit base. Because deposits of title and
escrow agency customers are directly related to home sales and refinancing activity, any decrease in this activity would adversely
impact WashingtonFirst’s deposit levels. Accordingly, WashingtonFirst may be required from time to time to rely on secondary
sources of liquidity to meet withdrawal demands or otherwise fund operations. Such sources include Federal Home Loan Bank, or
“FHLB” advances, sales of securities and loans, and federal funds lines of credit from correspondent banks, as well as out-of-market
time deposits. While WashingtonFirst believes that these sources are currently adequate, there can be no assurance they will be
sufficient to meet future liquidity demands, particularly if WashingtonFirst continues to grow and experience increasing loan demand.
Should such sources not be adequate, WashingtonFirst may be required to slow or discontinue loan growth, capital expenditures or
other investments or liquidate assets.
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WashingtonFirst is subject to extensive regulation that could limit or restrict its activities and adversely affect its earnings.

WashingtonFirst and the Bank are subject to extensive federal and state regulation and supervision. Banking regulations are primarily
intended to protect depositors’ funds, federal deposit insurance funds and the banking system as a whole, not WashingtonFirst’s
shareholders. These regulations affect WashingtonFirst’s lending practices, capital structure, investment practices, dividend policy and
growth, among other things. Congress and federal regulatory agencies continually review banking laws, regulations and policies for
possible changes. Any change in applicable regulations or federal or state legislation could have a substantial impact on
WashingtonFirst, the Bank and their respective operations.

The Dodd-Frank Act, enacted in July 2010, instituted major changes to the banking and financial institutions regulatory regimes in
light of the recent performance of and government intervention in the financial services sector. Additional legislation and regulations
or regulatory policies, including changes in interpretation or implementation of statutes, regulations or policies, could significantly
affect WashingtonFirst’s powers, authority and operations, or the powers, authority and operations of the Bank in substantial and
unpredictable ways. Further, regulators have significant discretion and power to prevent or remedy unsafe or unsound practices or
violations of laws by banks and bank holding companies in the performance of their supervisory and enforcement duties. The exercise
of this regulatory discretion and power could have a negative impact on WashingtonFirst. Failure to comply with laws, regulations or
policies could result in sanctions by regulatory agencies, civil money penalties and/or reputation damage, which could have a material
adverse effect on the WashingtonFirst’s business, financial condition and results of operations.

The recent repeal of federal prohibitions on payment of interest on commercial demand deposits could increase interest expense.

As part of the Dodd-Frank Act, the prohibition on the ability of financial institutions to pay interest on commercial demand deposit
accounts was repealed. As a result, beginning on July 21, 2011, financial institutions could commence offering interest on
commercial demand deposits. WashingtonFirst does not yet know how this change will impact its business. 1f competitive factors
require WashingtonFirst to offer interest on demand deposit accounts or if historical low interest rates begin to rise, WashingtonFirst’s
interest expense may increase and the net interest margin may decline, which could have a material adverse effect on
WashingtonFirst’s and the Bank’s business, financial condition and results of operations.

WashingtonFirst’s recent results may not be indicative of its future results.

WashingtonFirst may not be able to sustain its historical rate of growth or may not even be able to grow its business at all. In addition,
its recent and rapid growth may distort some of its historical financial ratios and statistics. In the future, WashingtonFirst may not
have the benefit of several recently favorable factors, such as a generally stable interest rate environment, an improving real estate
market, the ability to find suitable expansion opportunities, or the relative resistance of the greater Washington, D.C. metropolitan area
to economic downturns. Various factors, such as economic conditions, regulatory and legislative considerations and competition, may
also impede or prohibit WashingtonFirst’s ability to expand its market presence. [f WashingtonFirst experiences a significant
decrease in its historical rate of growth, its results of operations and financial condition may be adversely affected due to a high
percentage of WashingtonFirst’s operating costs being fixed expenses.

WashingtonFirst’s small to medium-sized business target market may have fewer financial resources to weather a downturn in the
economy.

WashingtonFirst targets its commercial development and marketing strategy primarily to serve the banking and financial services
needs of small and medium-sized businesses. These businesses generally have fewer financial resources in terms of capital or
borrowing capacity than larger entities. I[f general economic conditions negatively impact this economic sector in the markets in
which WashingtonFirst operates, its results of operations and financial condition may be adversely affected.

WashingtonFirst depends on the accuracy and completeness of information about clients and counterparties.

In deciding whether to extend credit or enter into other transactions with clients and counterparties, WashingtonFirst may rely on
information furnished to it by or on behalf of clients and counterparties, including financial statements and other financial information.
WashingtonFirst also may rely on 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, WashingtonFirst may assume that a customer’s audited financial statements conform to GAAP and present fairly, in all
material respects, the financial condition, results of operations and cash flows of the customer. WashingtonFirst’s financial condition
and results of operations could be negatively impacted to the extent it relies on financial statements or other information that do not
comply with GAAP or which are materially misleading.
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Negative public opinion could damage WashingtonFirst’s reputation and adversely impact its earnings.

Reputation risk, or the risk to its business, earnings and capital from negative public opinion, is inherent in WashingtonFirst’s
business. Negative public opinion can result from WashingtonFirst’s actual or alleged conduct in any number of activities, including
lending practices, corporate governance and acquisitions, and from actions taken by government regulators and community
organizations in response to those activities. Negative public opinion can adversely affect WashingtonFirst’s ability to keep and
attract clients and employees and can expose WashingtonFirst to litigation and regulatory action. Although WashingtonFirst takes
steps to minimize reputation risk in dealing with its clients and communities, this risk will always be present given the nature of its
business.

WashingtonFirst depends on the services of key personnel, and a loss of any of those personnel could disrupt its operations and
result in reduced revenues.

WashingtonFirst’s success depends upon the continued service of its senior management team and upon its ability to attract and retain
qualified financial services personnel. Competition for qualified employees is intense. In management’s experience, it can take a
significant period of time to identify and hire personnel with the combination of skills and attributes required in carrying out
WashingtonFirst’s strategy. 1f WashingtonFirst loses the services of its key personnel, including key client relationship personnel, or
are unable to attract additional qualified personnel, its business, financial condition, results of operations and cash flows could be
materially adversely affected.

WashingtonFirst depends on technology to compete effectively and may be required to make substantial investments in new
technology, which could have a negative effect on WashingtonFirst’s operating results and the value of its common stock.

The market for financial services, including banking services, is increasingly affected by advances in technology, including
developments in telecommunications, data processing, computers, automation and Internet-based banking. This is particularly true for
WashingtonFirst, which relies on technology to compete in its market. WashingtonFirst depends on third party vendors for portions of
its data processing services. In addition to WashingtonFirst’s ability to finance the purchase of those services and integrate them into
its operations, its ability to offer new technology-based services depends on WashingtonFirst’s vendors’ abilities to provide and
support those services. Future advances in technology may require WashingtonFirst to incur substantial expenses that adversely affect
its operating results, and WashingtonFirst’s limited capital resources may make it impractical or impossible for it to keep pace with
competitors possessing greater capital resources. WashingtonFirst’s ability to compete successfully in its banking markets may
depend on the extent to which WashingtonFirst and its vendors are able to offer new technology-based services and on
WashingtonFirst’s ability to integrate technological advances into its operations.

WashingtonFirst’s reliance on technology exposes WashingtonFirst to cybersecurity risks.

WashingtonFirst relies on digital technologies to conduct its operations, and those technologies may be compromised by the deliberate
attacks by others or unintentional cybersecurity incidents. Deliberate cybersecurity attacks may seek to gain unauthorized access to
digital systems for purposes of misappropriating assets or sensitive information, corrupting data or causing operational

disruption. Other events my not seek unauthorized access, but may seek to prevent authorized users to be able to access digital
systems, referred to as a “denial of service” attacks. If WashingtonFirst were to suffer a cybersecurity incident of these types, it may
could be required to incur substantial remediation and increased cybersecurity protection costs, such as implementing new
technologies, hiring and training new employees and engaging third party experts and consultants. In addition, WashingtonFirst could
become subject to litigation from customers whose sensitive data was obtained without their consent, and to damage to the company’s
reputation, which could have an adverse effect on the company’s financial condition and results of operation.

The dividend rate being paid on WashingtonFirst’s Series D Preferred Stock is subject to increase.

In August 2011, WashingtonFirst elected to participate in the SBLF, and issued 17,796 shares of its Series D Preferred Stock to the
United States Treasury for $17.8 million. WashingtonFirst used a portion of the proceeds to repurchase the three series of preferred
stock previously issued to the Treasury in the Troubled Assets Relief Program, or “TARP,” netting WashingtonFirst $3.8 million in
new capital. The shares of Series D Preferred Stock currently pay dividends at a rate of one percent per annum, but the rate can
fluctuate on a quarterly basis during the first ten quarters during which the Series D Preferred Stock is outstanding, based upon
changes in the amount of WashingtonFirst’s qualified small business lending, or “QSBL,” as defined in the Supplemental Reports
related to the SBLF transaction, from a “baseline” level or “QSBL. Baseline.” For the second dividend period through the tenth
dividend period, the annual dividend rate may be adjusted to between 1.0 percent and 5.0 percent, to reflect the amount of percentage
change in the Bank’s level of QSBL from the QSBL Baseline to the level as of the end of the second quarter preceding the dividend
period in question. For the eleventh dividend period through 4.5 years after the closing of the SBLF transaction, the annual dividend
rate will be fixed at between 1.0 percent and 5.0 percent, based upon the percentage increase in QSBL from the QSBL Baseline to the
level as of the end of the ninth dividend period (i.e., as of September 30, 2013); however, if there is no increase in QSBL from the
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QSBL Baseline to the level as of the end of the ninth dividend period (or if QSBL has decreased during that time period), the dividend
rate will be fixed at 7.0 percent. Further, the potential dividend rate reduction in any period is limited, such that the reduction will not
apply to any Series D Preferred Stock proceeds that exceed the dollar amount of the increase in QSBL for that period as compared to
the QSBL Baseline.

In addition, if the Bank’s QSBL is not above the QSBL Baseline at the end of the ninth dividend period, because of the Bank’s
participation in the U.S. Treasury’s Capital Purchase Program, WashingtonFirst must also pay a lending incentive fee of 2.0 percent
per annum (payable quarterly), calculated based on the liquidation value of the outstanding Series D Preferred Stock as of the end of
that quarter, beginning with dividend payment dates on or after April 1, 2014 and ending on April 1, 2016. After 4.5 years from the
closing of the SBLF transaction, the annual dividend rate will be fixed at 9.0 percent, regardless of the level of QSBL. Depending on
WashingtonFirst’s financial condition at the time, any such increases in the dividend rate could have a material adverse effect on
WashingtonFirst’s liquidity.

The failure by the Bank to make payments of principal and interest on its outstanding subordinated capital notes may have
negative consequences, including external involvement in the board of directors of the Bank or WashingtonFirst.

On June 15, 2012, the Bank incurred $2.5 million in subordinated indebtedness, which bears interest at a rate of 8.0 percent per
annum, payable quarterly in arrears. Principal is due and payable in full on June 14, 2021. The subordinated capital notes are as
Tier 2 capital by bank regulatory authorities. The Bank may call the subordinated capital notes, without penalty, at any time after
June 15, 2015. The notes are the subordinated unsecured obligations of the Bank and are not guaranteed by WashingtonFirst. For so
long as the notes qualify as Tier 2 capital under applicable banking regulations, the notes will be subordinate to all deposits and
general creditors of the Bank. In connection with the issuance of the subordinated capital notes, WashingtonFirst issued a warrant to
purchase 55,018 shares of common stock to the lender, exercisable at $11.36 per share, subject to adjustment.

If the Bank fails to make any payment due under the subordinated capital notes or the warrant for a period of 30 days, or the ratio of
classified assets to Tier 1 capital of the Bank is 40 percent or greater, the holder of the notes is entitled (subject to any prior required
regulatory approval) to appoint an observer to attend the meetings of the boards of directors of WashingtonFirst and the Bank and any
board committees. If WashingtonFirst’s failure to pay such amounts extends for a period of 120 days, or the ratio of classified assets
to Tier 1 capital of the Bank is 70 percent or greater, then subject to any prior regulatory approval the holder of the notes shall be
entitled to appoint one representative of the holder to the board of directors of either WashingtonFirst or the Bank. Once appointed,
such observer or representative shall remain on the board until the expiration of 12 months after payment of all amounts due, or the
reduction of the ratio to less than 40 percent or 70 percent, as the case may be.

Risks Associated with WashingtonFirst’s Common Stock

An active liquid trading market for WashingtonFirst’s common stock may not develop and WashingtonFirst’s stock price may be
volatile.

WashingtonFirst’s common stock began trading on the NASDAQ Capital Market, or the “NASDAQ,” on December 24, 2012.
However, an active and liquid trading market for WashingtonFirst’s common stock may not develop or be maintained. Liquid and
active trading markets usually result in less price volatility and more efficiency in carrying out investors’ purchase and sale orders.
The market price of WashingtonFirst’s common stock could vary significantly as a result of a number of factors, some of which are
beyond WashingtonFirst’s control.

The following factors could affect WashingtonFirst’s stock price:

*  WashingtonFirst’s operating and financial performance;

» quarterly variations in the rate of growth of WashingtonFirst’s financial indicators, such as net income per share, net income
and revenues;

+  strategic actions by WashingtonFirst’s competitors;

» changes in WashingtonFirst’s revenue or earnings estimates;

+ publication of reports or changes or withdrawals of research coverage by equity research analysts;

»  speculation in the press or investment community;

+ sales of WashingtonFirst’s common stock by WashingtonFirst, members of its board of directors or management, or the
perception that such sales may occur;

+ changes in accounting principles;

» additions or departures of key management personnel;

» actions by WashingtonFirst’s shareholders;

«  general market conditions, including fluctuations in interest rates; and

« domestic and international economic, legal and regulatory factors unrelated to WashingtonFirst’s performance.
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The stock markets in general have experienced extreme volatility that has often been unrelated to the operating performance of
particular companies. These broad market fluctuations may adversely affect the trading price of WashingtonFirst’s common stock.
Securities class action litigation has often been instituted against companies following periods of volatility in the overall market and in
the market price of a company’s securities. Such litigation, if instituted against WashingtonFirst, could result in very substantial costs,
divert WashingtonFirst’s management’s attention and resources and harm WashingtonFirst’s business, operating results and financial
condition.

Because WashingtonFirst is a relatively small company, the requirements of being a public company, including compliance with
the reporting requirements of the Exchange Act and the requirements of the Sarbanes-Oxley Act, may strain its resources,
increase its costs and distract management; and WashingtonFirst may be unable to comply with these requirements in a timely or
cost-effective manner.

As a new public company with listed equity securities, WashingtonFirst is required to comply with certain laws, regulations and
requirements, including corporate governance provisions of the Sarbanes-Oxley Act of 2002, or the “Sarbanes-Oxley Act,” related
regulations of the SEC and the requirements of the NASDAQ, with which WashingtonFirst was not required to comply as a private
company until very recently. WashingtonFirst is required to:

+  design, establish, evaluate and maintain a system of internal control over financial reporting in compliance with the
requirements of Section 404 of the Sarbanes-Oxley Act and the related rules and regulations of the SEC and the Public
Company Accounting Oversight Board;

»  design, establish, evaluate and maintain a systems of disclosure controls and procedures to ensure the information required to
be disclosed in its filings with the SEC is recorded, processed, summarized and reported in a timely manner;

+  comply with rules promulgated by the NASDAQ);

«  prepare and distribute periodic public reports in compliance with WashingtonFirst’s obligations under the federal securities
laws;

« establish new internal policies, such as those relating to disclosure controls and procedures and insider trading;

* involve and retain to a greater degree outside counsel and accountants in the above activities; and

+  enhance its investor relations function.

Complying with these statutes, regulations and requirements occupy a significant amount of time of WashingtonFirst’s board of
directors and management and significantly increase its costs and expenses.

WashingtonFirst assumed approximately $10.0 million in trust capital notes issued by an Alliance subsidiary on which the
payment of an aggregate of $1.4 million in interest has been deferred as permitted by the indenture. Until these arrearages are
paid, WashingtonFirst may not pay any dividends on any of its capital stock, including the SBLF preferred stock.

In June 2003, Alliance issued $10.0 million in trust preferred securities through a wholly-owned statutory business trust. The trust
preferred securities accrue interest at a rate of three month LIBOR plus 315 basis points, subject to quarterly interest rate adjustments,
which was equivalent to 3.628 percent as of December 31, 2012. WashingtonFirst assumed these obligations in connection with the
Alliance merger and recorded a liability of $7.5 million based on fair value accounting principles. As of December 31, 2012

$10.3 million was considered Tier | regulatory capital. The indenture governing the trust preferred securities permits the deferral of
interest payments for up to twenty consecutive quarterly periods. Commencing with the quarter ended September 30, 2009 and
continuing through December 31, 2012, Alliance, and then WashingtonFirst after assumption of the obligation, elected to defer the
interest payments otherwise due. The interest deferred under the indenture compounds quarterly at the interest rate then in effect. As
of December 31, 2012, the total amount of deferred and compounded interest owed under the indenture was approximately

$1.5 million. The arrearages were paid in full by WashingtonFirst on March &, 2013.
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WashingtonFirst’s articles of incorporation and bylaws and Virginia law contain provisions that could discourage acquisition bids
or merger proposals, which may adversely affect the market price of WashingtonFirst’s common stock.

WashingtonFirst’s articles of incorporation authorize its board of directors to issue preferred stock without shareholder approval. If
WashingtonFirst’s board of directors elects to issue preferred stock, it could be more difficult for a third party to acquire
WashingtonFirst. In addition, some provisions of WashingtonFirst’s articles of incorporation and bylaws could make it more difficult
for a third party to acquire control of WashingtonFirst, even if the change of control would be beneficial to and desirable by
WashingtonFirst’s shareholders, including:

»  astaggered board of directors;

« the ability of the WashingtonFirst board of directors to issue shares of preferred stock without shareholder approval, which
preferred stock could have voting, liquidation, dividend or other rights superior to those of the WashingtonFirst common
stock;

» the inability of WashingtonFirst shareholders to act without a meeting except by unanimous written consent;

» the inability of WashingtonFirst shareholders to call special meetings;

« limitations on affiliated transactions and control share acquisitions;

»  if a two-thirds majority of the WashingtonFirst board of directors has not approved certain transactions, such as an
amendment to the WashingtonFirst articles of incorporation, merger, share exchange, sale of substantially all of the assets, or
dissolution, the transaction must receive the affirmative vote of at least 80 percent of each voting group of WashingtonFirst
shareholders entitled to vote on the transaction for the transaction to be approved; and

«  the WashingtonFirst bylaws provide that the WashingtonFirst bylaws may be amended by the WashingtonFirst board of
directors.

The VSCA contains provisions governing “affiliated transactions.” These include various transactions such as mergers, share
exchanges, sales, leases, exchanges, mortgages, pledges, transfers or other material dispositions of assets, issuances of securities,
dissolutions, and similar transactions with an “interested shareholder.” An interested shareholder is generally the beneficial owner of
more than 10 percent of any class of a corporation’s outstanding voting shares. During the three years following the date a shareholder
becomes an interested shareholder, any affiliated transaction with the interested shareholder must be approved by both a majority of
the “disinterested directors” (those directors who were directors before the interested shareholder became an interested shareholder or
who were recommended for election by a majority of disinterested directors) and by the aftirmative vote of the holders of two-thirds
of the corporation’s voting shares other than shares beneficially owned by the interested shareholder. These requirements do not apply
to affiliated transactions if, among other things, a majority of the disinterested directors approve the interested shareholder’s
acquisition of voting shares making such a person an interested shareholder before such acquisition. Beginning three years after the
shareholder becomes an interested shareholder, the corporation may engage in an affiliated transaction with the interested shareholder
if:

< the transaction is approved by the holders of two-thirds of the corporation’s voting shares, other than shares beneficially
owned by the interested shareholder;

» the affiliated transaction has been approved by a majority of the disinterested directors; or

- subject to certain additional requirements, in the affiliated transaction the holders of each class or series of voting shares will
receive consideration meeting specified fair price and other requirements designed to ensure that all shareholders receive fair
and equivalent consideration, regardless of when they tendered their shares.

Under the VSCA’s control share acquisitions law, voting rights of shares of stock of a Virginia corporation acquired by an acquiring
person or other entity at ownership levels of 20 percent, 33 1/3 percent and 50 percent of the outstanding shares may, under certain
circumstances, be denied. The voting rights may be denied:

« unless conferred by a special shareholder vote of a majority of the outstanding shares entitled to vote for directors, other than
shares held by the acquiring person and officers and directors of the corporation; or

+ among other exceptions, such acquisition of shares is made pursuant to an affiliation agreement with the corporation or the
corporation’s articles of incorporation or bylaws permit the acquisition of such shares before the acquiring person’s
acquisition thereof.

1f authorized in the corporation’s articles of incorporation or bylaws, the statute also permits the corporation to redeem the acquired
shares at the average per share price paid for them if the voting rights are not approved or if the acquiring person does not file a
“control share acquisition statement” with the corporation within 60 days of the last acquisition of such shares. If voting rights are
approved for control shares comprising more than 50 percent of the corporation’s outstanding stock, objecting shareholders may have
the right to have their shares repurchased by the corporation for “fair value.”
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These provisions are only applicable to public corporations that have more than 300 sharcholders, and, therefore, have not historically
been applicable to WashingtonFirst. Corporations may provide in their articles of incorporation or bylaws to opt-out of these
provisions, but WashingtonFirst has not done so.

Future sales of WashingtonFirst’s common stock in the public market could lower its stock price, and any additional capital raised
by WashingtonFirst through the sale of equity or convertible securities may dilute the ownership of existing shareholders.

WashingtonFirst may sell additional shares of common stock in subsequent public offerings or otherwise issue additional shares of
common stock or convertible securities in the future. WashingtonFirst intends to file a registration statement with the SEC on Form S-
8 providing for the registration of 956,749 shares of WashingtonFirst’s common stock issued or reserved for issuance under the
WashingtonFirst 2010 Equity Compensation Plan and predecessor WashingtonFirst incentive plans. Subject to the satisfaction of
vesting conditions, shares registered under WashingtonFirst’s registration statement on Form S-8 will be available for resale
immediately in the public market without restriction.

WashingtonFirst cannot predict the size of future issuances of its common stock or the effect, if any, that future issuances and sales of
shares of its common stock will have on the market price of its common stock. Sales of substantial amounts of WashingtonFirst’s
common stock (including shares issued in connection with an acquisition), or the perception that such sales could occur, may
adversely affect prevailing market prices of WashingtonFirst’s common stock.

The concentration of WashingtonFirst’s capital stock ownership will limit your ability to influence corporate matters.

WashingtonFirst’s directors and executive officers as a group beneficially own approximately 25.3 percent of WashingtonFirst’s
outstanding common stock and options exercisable within sixty days. Consequently, WashingtonFirst’s board of directors has
significant influence over all matters that require approval by WashingtonFirst’s shareholders, including the election of directors and
approval of significant corporate transactions. This concentration of ownership may limit the ability of other shareholders to influence
corporate matters.

WashingtonFirst’s ability to pay dividends is subject to regulatory restrictions, and it may be unable to pay future dividends.

WashingtonFirst’s ability to pay dividends is subject to regulatory, statutory and contractual restrictions and the need to maintain
sufficient capital. Its only source of funds with which to pay dividends to its shareholders are dividends received from the Bank, and
the Bank’s ability to pay dividends is limited by its own obligations to maintain sufficient capital and regulatory restrictions. If these
regulatory requirements are not satisfied, WashingtonFirst will be unable to pay dividends on its common stock. WashingtonFirst has
not paid common dividends in its history, and does not have plans to pay dividends to its common shareholders in the foreseeable
future.

Future dividend payments and common stock repurchases are subject to certain restrictions by the terms of the Secretary of the
Treasury’s equity investment in WashingtonFirst.

Under the terms of the SBLF, for so long as any preferred stock issued under the SBLF remains outstanding, WashingtonFirst is
prohibited from making a dividend payment or share repurchase if, after the payment or repurchase, its Tier | capital would not be at
least 90 percent of the amount existing at the time immediately after August 4, 2011, excluding any subsequent net charge-offs and
partial repayments of the SBLF funding. This 90 percent limitation will decrease by a dollar amount equal to 10.0 percent of the
SBLF funding for every 1.0 percent increase in QSBL that WashingtonFirst has achieved over the QSBL Baseline. These restrictions
will no longer apply to WashingtonFirst after it has repaid the SBLF funding in full.

Item 1B. Unresolved Staff Comments

None
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Item 2. Properties

WashingtonFirst leases offices and branch locations that are used in the normal course of business. WashingtonFirst does not own any
banking facilities. As of December 31, 2012, WashingtonFirst had 19 leased properties, of which 16 are operating branches, which
consisting of ten branches in Virginia, three branches in Maryland, and three branches in the District of Columbia. WashingtonFirst’s
corporate headquarters are located at 11921 Freedom Drive, Suite 250, Reston, Virginia. The two remaining leases are leases that
were acquired from Alliance at the time of the merger. All of the leased properties are in good operating condition and are adequate
for WashingtonFirst’s present and anticipated future needs.

Corporate Office
Reston Town Center - Corporate Headquarters

11921 Freedom Drive
Reston, VA 20190

Virginia Branches

Annandale
7023 Little River Turnpike
Annandale, VA 22003

Ballston
4501 North Fairfax Drive
Arlington, VA 22203

Fairfax
10777 Main Street
Fairfax, VA 22030

Fair Lakes
12735 Shoppes Lane
Fairfax, VA 22033

Great Falls
9851 Georgetown Pike
Great Falls, VA 22066

Manassas Park
9113 Manassas Drive
Manassas Park, VA 20111

Reston
11600 Plaza America Drive
Reston, VA 20190

Reston (1)
11730 Plaza America Drive

Reston, VA 20190

Maryland Branches

Sterling
46901 Cedar l.akes Plaza
Sterling, VA 20164

Tysons Corner
8211 Old Courthouse Road

Vienna, VA 22182

Bethesda
7708 Woodmont Avenue
Bethesda, MD 20814

Oxon Hill
6089 Oxon Hill Road
Oxon Hill, MD 20745

Greenbelt
6329 Greenbelt Road
College Park, MD 20740

District of Columbia Branches
K Street
1500 K Street, NW
Washington, DC 20005

Connecticut Avenue
1025 Conncecticut Avenue, NW
Washington, DC 20036

19th Street
1146 19th Strect, NW
Washington, DC 20036

(1) This leased property was acquired through the acquisition of Alliance. This limited service branch will be combined with the other Reston
WashingtonFirst Bank branch listed above, and the lease for this property will not be renewed when it expires in April 2013.

Item 3. Legal Proceedings

From time to time, WashingtonFirst becomes involved in litigation relating to claims arising in the normal course of its business. In
the opinion of management, there are no pending or threatened legal proceedings which would have a material adverse effect on
WashingtonFirst’s financial condition or results of operations.

Item 4. Mine Safety Disclosures

Not applicable.

2012 Annual Report | 35



PART IL
Item 5. Market for Registrant’s Common Equity, Related Shareholder Matters and Issuer Purchases of Equity Securities
Common Stock Market Prices

Our common stock is listed for trading on the NASDAQ under the symbol “WFBL.” Our non-voting common stock is not listed on
any exchange. As of March 15, 2013, there were 6,225,324 shares of voting common stock issued and outstanding and 1,044,152
shares of non-voting common stock issued and outstanding. As of that date, our common stock was held by approximately 684
shareholders of record and the closing price of our common stock was $11.60. As of that date, our non-voting common stock was
held by two shareholders of record.

Our common stock began trading on the NASDAQ on December 24, 2012. Prior to that date, our common stock was subject to
periodic quotation on the OTC Bulletin Board, or “OTCBB.” The OTCBB is an inter-dealer quotation service that displays real-time
quotes, last-sale prices and volume information in over-the-counter, or “OTC,” equity securities. An OTC equity security generally is
any equity that is not listed or traded on a national securities exchange. OTCBB quotations reflect inter-dealer prices, without retail
mark-up, mark-down or commission and may not necessarily represent actual transactions

The following table sets forth, for the period from December 24, 2012 through December 31, 2012, the high and low closing sales
prices per share for the common stock of WashingtonFirst as reported on the NASDAQ. For periods prior to December 24, 2012, the
following table sets forth the high and low bid prices per share for WashingtonFirst common stock as reported on the OTCBB.

Sales Prices

2012 2011
High Low High Low
(per share)
Fourth Quarter $ 11.80 $ 9.75 $ 11.19 $ 9.29
Third Quarter 11.80 10.00 11.19 10.05
Second Quarter 11.96 10.00 11.43 10.05
First Quarter 10.60 9.75 11.43 10.95

Dividend Policy

Payment of dividends is at the discretion of the board of directors of WashingtonFirst and is subject to various federal and state
regulatory limitations. WashingtonFirst has never declared or paid a cash dividend on any class of its common stock. As a business
strategy, WashingtonFirst has elected to retain all earnings to support current and future growth and does not intend to declare and pay
dividends on its common stock.

As a holding company, WashingtonFirst is dependent upon WashingtonFirst Bank to provide funding for its operating expenses, debt
service and dividends. Various banking laws applicable to WashingtonFirst Bank limit the payment of dividends and other
distributions by WashingtonFirst Bank to WashingtonFirst, and may therefore limit the Company’s ability to pay dividends on its
common stock. Regulatory authorities could impose administratively stricter limitations on the ability of WashingtonFirst Bank to pay
dividends to WashingtonFirst if such limits were deemed appropriate to preserve certain capital adequacy requirements.

In addition, the Federal Reserve Board has indicated that bank holding companies should carefully review their dividend policy in
relation to the organization’s overall asset quality, level of current and prospective earnings and level, composition and quality of
capital. The guidance provides that WashingtonFirst inform and consult with the Federal Reserve Board prior to declaring and paying
a dividend that exceeds earnings for the period for which the dividend is being paid or that could result in an adverse change to
WashingtonFirst’s capital structure. See “Item 1. Business — Regulation” for additional information about restrictions on
WashingtonFirst’s ability to pay dividends.

The terms of our trust preferred securities and the preferred stock we issued under the SBLF contain restrictions on our ability to
declare and pay dividends on out common stock. See “Item 1A. Risk Factors — Risks Associated with WashingtonFirst’s Common
Stock — Future dividend payments and common stock repurchases are subject to certain restrictions by the terms of the Secretary of
the Treasury’s equity investment in WashingtonFirst” — WashingtonFirst assumed approximately $10.0 million in trust capital notes
issued by an Alliance subsidiary on which the payment of an aggregate of $1.5 million in interest has been deferred as permitted by
the indenture. WashingtonFirst paid the arrearages in first quarter 2013.
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Securities Authorized for Issuance Under Equity Compensation Plans

The following table provides information as of December 31, 2012 regarding WashingtonFirst’s equity compensation plans under
which its equity securities are authorized for issuance:

Number of securities to be
issued upon exercise of
outstanding options,
warrants and right

Weighted-average exercisc
pricing of oustanding
options, warrants and rights

Number of securities
remaining available for
future issuance under equity
compensation plans
(excluding securities reflected
in column (a))

Plan Catcgory (a) (b) ()
Liquity compensation plan
approved by security holders 546,255 $ 10.84 410,506
Hquity compensation plan not
approved by security holders - - -
Total 546,255 $ 10.84 410,506

Recent Sales of Unregistered Securities

There were no unregistered sales of equity securities by WashingtonFirst during the fiscal year covered by this report that have not
been previously reported on a Form 8-K.

Purchases of Equity Securities by the Issuer or an Affiliated Purchaser

None.

2012 Annual Report | 37



Item 6. Selected Financial Data

The selected consolidated financial data presented below should be reviewed in conjunction with the audited consolidated financial
statements and related notes and with “Item 7—Management’s Discussion and Analysis of Financial Condition and Results of

Operations” included in this Annual Report on Form 10-K.

2012 2011 2010 2009 2008
(Dollars in thousands, except per share data)

Results of Opcrations:
Interest income $ 27,876 $ 24,387 $ 19,958 $ 17,513 16,026
Interest expense 4,949 5,009 5,516 6,265 6,707
Net interest income 22,927 19,378 14,442 11,248 9,319
Provision for loan losses 3,225 2,301 1,747 1,515 605
Net interest income after provision for loan losscs 19,702 17,077 12,695 9,733 8,714
Non-interest income 3,884 1,159 938 1,224 832
Non-interest expenses 20,178 13,835 11,222 9,895 9,220
Income before taxes 3,408 4,401 3,411 1,063 326
Income tax expense 1,173 1,794 926 519 129
Net income 2,235 2,607 1,485 543 197
Net income available to common stockholders 2,057 1,930 705 86 197
Per Share Data (1):
Net income - basic per share $ 0.63 b 0.67 $ 0.25 3 0.03 0.08
Net income - diluted per share 0.62 0.65 0.25 0.03 0.08
Book value per common share 11.72 12.27 11.23 10.68 10.67
Tangible book value per common share 11.16 11.03 9.99 9.34 9.24
Period End Balances:
Assets $ 1,147,818 § 559462 $ 434,526 $ 355260 299,316
l.oans 753,355 419,937 329,759 271,724 227,359
Investments (2) 138,221 59,477 48,216 25,189 31,585
Deposits 972,660 479,001 353,818 276,610 230,284
Borrowings (3) 64,923 24,350 32,850 33,850 40,054
Sharcholders' cquity 101,520 53,477 46,121 42,798 27,029
Average Balances:
Asscts $ 575,751 $ 494,121 $ 401,942 $ 326,271 270,251
Loans 443,644 369,009 292,170 251,190 206,078
Investments (2) 66,675 54,609 42,027 32,730 31,469
Deposits 487318 414,568 322,601 252,240 209,290
Borrowings (3) 29,314 28,088 33,354 37,985 33,276
Shareholders' equity 56,801 49,727 44 491 34,564 25,841
Performance Ratios:
Return on average assets 0.39% 0.53% 0.37% 0.17% 0.07%
Return on average common equity 3.93% 5.24% 3.34% 1.57% 0.76%
Yield on average interest-earning assets 4.96% 5.06% 5.10% 5.53% 6.25%
Rate on average interest-earning assets 1.24% 1.43% 1.81% 2.48% 3.06%
Net interest spread 3.72% 3.63% 3.29% 3.05% 3.19%
Net interest margin 4.08% 4.02% 3.69% 3.55% 3.63%
Efficiency ratio 75.3% 67.4% 72.3% 78.7% 89.9%
Capital Ratios:
Tier 1 leverage 16.39% 9.06% 9.62% 11.32% 8.50%
Tier 1 capital to risk-weighted asscts 12.65% 10.73% 11.50% 13.55% 9.44%
Total regulatory capital to risk-weighted assets 13.67% 11.84% 12.46% 14.56% 10.34%
Tangible common equity to tangiblc assets 7.01% 5.78% 6.92% 7.69% 8.28%
Average equity Lo average assets 9.87% 10.06% 11.07% 10.59% 9.57%
Credit Quality Ratios:
Allowance for loan losses to loans 0.83% 1.17% 1.05% 1.05% 0.94%
Non-performing loans to total loans 2.48% 1.50% 1.27% 1.14% 1.11%
Non-performing assets to total assets 1.92% 1.25% 1.23% 1.11% 1.29%
Net charge-offs to average loans 0.43% 0.22% 0.35% 0.32% 0.25%

(1) Retroactively adjusted to reflect the effect of all stock dividends.

(2) Includes the following categories from the balance sheet: available-for-sale investment securities and other equity securities.

(3) Includes the following categories from the balance sheet: Other borrowings, FHL.B advances and long-term borrowings.
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Management’s discussion and analysis of financial condition and results of operations should be read together with WashingtonFirst’s
financial statements and the related notes to the financial statements for the fiscal years ended December 31, 2012 and 2011.

The discussion below and the other sections to which WashingtonFirst has referred you contains management’s comments on
WashingtonFirst’s business strategy and outlook, such discussions contain forward-looking statements. These forward-looking
statements reflect the expectations, beliefs, plans and objectives of management about future financial performance and assumptions
underlying management’s judgment concerning the matters discussed, and accordingly, involve estimates, assumptions, judgments
and uncertainties. WashingtonFirst’s actual results could differ materially from those discussed in the forward-looking statements and
the discussion below is not necessarily indicative of future results. Factors that could cause or contribute to any differences include,
but are not limited to, those discussed below and elsewhere in this report, particularly in Item 1A “Risk Factors” and below in * —
Cautionary Note Regarding Information Regarding Forward-Looking Statements.”

On December 21, 2012, WashingtonFirst consummated its acquisition of Alliance. The transaction, which was accounted for as a
purchase and constituted a reorganization for U.S. federal income tax purposes, resuited in the issuance by WashingtonFirst of
1,812,933 shares of WashingtonFirst common stock and the payment of approximately $5.4 million in cash to the holders of Alliance
common stock. In conjunction with the merger, WashingtonFirst listed its shares of common stock on the NASDAQ. As a condition
of the merger agreement of WashingtonFirst and Alliance, WashingtonFirst agreed to raise at least $20.0 million of qualifying
regulatory capital. Consequently, in connection with the Alliance merger and pursuant to private placements of 1,351,656 shares of its
common stock and 1,044,152 shares of its Series A non-voting common stock, WashingtonFirst raised aggregate gross proceeds of
approximately $27.1 million. During 2012, WashingtonFirst incurred approximately $4.9 miliion in expenses associated with the
Alliance merger. In reviewing the business and financial information presented in this report and comparing the performance of
WashingtonFirst to prior periods, readers must consider the effects of the Alliance merger on the performance of WashingtonFirst.

Overview

WashingtonFirst generates the majority of its revenues from interest income on loans, service charges on customer accounts and
income from investment securities. Revenues are partially offset by interest expense paid on deposits and other borrowings and
noninterest expenses such as compensation and employee benefits, other operating costs and occupancy expenses. During 2012,
WashingtonFirst incurred $4.9 million in merger expenses associated with the Alliance merger. Net interest income is the difference
between interest income on earning assets such as loans and securities and interest expense on liabilities such as deposits and
borrowings which are used to fund those assets. Net interest income is the Company’s largest source of revenue. The level of interest
rates and the volume and mix of earning assets and interest-bearing liabilities impact net interest income and margin. The Company
has recognized increased net interest income due primarily to an increase in the volume of interest-earning assets.

Net income available to common shareholders was $2.1 million and $1.9 million for the years ended December 31, 2012 and 2011,
respectively, and diluted earnings per share were $0.62 and $0.65, respectively, for these same periods. The change in net income
available to common shareholders during both 2012 and 2011 was principally due to increased interest and fees earned on loans
partially offset by one-time net expense of $1.2 million related to the acquisition of Alliance. The net expense of the merger is a result
of the merger expenses of $4.9 million less the tax benefit of those expenses of $1.2 million and the one-time gain of $2.5 million,
resulting in the net one-time expense of $1.2 million. Excluding net one-time merger expenses, net income to common shareholders
was $3.3 million ($0.98 per fully diluted share) for the year ended December 31, 2012. Total assets at December 31, 2012 were

$1.1 billion, an increase of 105 percent compared to December 31, 2011. Total deposits at December 31, 2012 were $972 .6 million, a
103.1 percent increase over the $479 million in deposits at December 31, 2011. Total loans were $753.4 million at

December 31, 2012, an increase of $333.5 million (or 79.4 percent) compared with $419.9 million at December 31, 2011. At
December 31, 2012, WashingtonFirst had $22.1 million in nonperforming assets, an increase of $15.1 million over the period ending
December 31, 2011, and its allowance for loan losses was $6.3 million compared with $4.9 million at December 31, 2011.
Shareholders’ equity was $101.5 million and $53.4 million at December 31, 2012 and 2011, respectively. The large increases in these
balance sheet items include the effect of consummating the acquisition of Alliance on December 21, 2012, as well as organic changes
in the underlying business of WashingtonFirst.

A further discussion of WashingtonFirst’s financial condition and results of operations, including relative contributions of the Alliance
and WashingtonFirst businesses, is contained in the sections following.
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Critical Accounting Policies and Estimates

The Company’s condensed consolidated financial statements are prepared in accordance with generally accepted accounting principles
(“GAAP”) in the United States of America and follow general practices within the banking industry. Application of these principles
requires management to make estimates, assumptions, and judgments that affect the amounts reported in the financial statements and
accompanying notes. These estimates, assumptions, and judgments are based on information available as of the date of the financial
statements; accordingly, as this information changes, the financial statements may reflect different estimates, assumptions, and
judgments. Certain policies inherently rely to a greater extent on the use of estimates, assumptions, and judgments and as such may
have a greater possibility of producing results that could be materially different than originally reported. Estimates, assumptions, and
judgments are necessary for assets and liabilities that are required to be recorded at fair value. A decline in the value of assets
required to be recorded at fair value will warrant an impairment write-down or valuation allowance to be established. Carrying assets
and liabilities at fair value inherently results in more financial statement volatility. The fair values and the information used to record
valuation adjustments for certain assets and liabilities are based either on quoted market prices or are provided by other third-party
sources, when readily available. Management believes the following accounting policies are the most critical to aid in fully
understanding and evaluating our reported financial results:

* allowance for loan losses;

*  purchase accounting;

* goodwill and other intangible asset impairment;
* accounting for income taxes; and,

* fair value measurements.

Allowance for Loan Losses

The allowance for loan losses is an estimate of the losses that are inherent in the loan portfolio at the balance sheet date. The
allowance is based on the basic principle that a loss be accrued when it is probable that the loss has occurred at the date of the
financial statements and the amount of the loss can be reasonably estimated.

Management believes that the allowance is adequate to absorb losses inherent in the loan portfolio. However, its determination of the
allowance requires significant judgment, and estimates of probable losses in the lending portfolio can vary significantly from the
amounts actually observed. While management uses available information to recognize probable losses, future additions or reductions
to the allowance may be necessary based on changes in the loans comprising the portfolio and changes in the financial condition of
borrowers, resulting from changes in economic conditions. In addition, various regulatory agencies, as an integral part of their
examination process, and independent consultants engaged by the Company periodically review the loan portfolio and the allowance.
Such reviews may result in additional provisions based on their judgments of information available at the time of each examination.

The Company’s allowance for loan and lease losses has two basic components: a general allowance reflecting historical losses by loan
category, as adjusted by several factors the effects of which are not reflected in historical loss ratios, and specific allowances for
individually identified loans. Each of these components, and the allowance methodology used to establish them, are described in
detail in Note 2 of the Notes to the Consolidated Financial Statements included in this report. The amount of the allowance is
reviewed monthly by the board of directors.

General allowances are based upon historical loss experience by portfolio segment measured over the prior 12 quarters. The historical
loss experience is supplemented to address various risk characteristics of the Company’s loan portfolio including:

e trends in delinquencies and other non-performing loans;

* changes in the risk profile related to large loans in the portfolio;

* changes in the categories of loans comprising the loan portfolio;

*  concentrations of loans to specific industry segments;

* changes in economic conditions on both a local and national level;

*  changes in the Company’s credit administration and loan portfolio management processes; and
¢ quality of the Company’s credit risk identification processes.

The general allowance constituted 50.5 percent of the total allowance at December 31, 2012 and 56.3 percent at December 31, 2011.
The general allowance is calculated in two parts based on an internal risk classification of loans within each portfolio segment.
Allowances on loans considered to be impaired under regulatory guidance are calculated separately from loans considered to be “pass”
rated under the same guidance. This segregation allows the Company to monitor the allowance applicable to higher risk loans
separate from the remainder of the portfolio in order to better manage risk and ensure the sufficiency of the allowance for loan losses.
The loans acquired in the acquisition of Alliance were recorded at fair value, and are not affecting the allowance for loan losses as of
December 31, 2012. Future allowances on those loans will be recorded in the allowance for loan losses.
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The portion of the allowance representing specific allowances is established on individually impaired loans. As a practical expedient,
for collateral dependent loans, the Company measures impairment based on the net realizable value of the underlying collateral. For
loans on which the Company has not elected to use a practical expedient to measure impairment, the Company will measure
impairment based on the present value of expected future cash flows discounted at the loan’s effective interest rate. In determining the
cash flows to be included in the discount calculation the Company considers the following factors that combine to estimate the
probability and severity of potential losses:

¢ the borrower’s overall financial condition;

* resources and payment record,

*  demonstrated or documented support available from financial guarantors; and

¢ the adequacy of collateral value and the ultimate realization of that value at liquidation.

At December 31, 2012, the specific allowance accounted for 49.5 percent of the total allowance as compared to 43.7 percent at
December 31, 2011. The estimated losses on impaired loans can differ substantially from actual losses.

Goodwill and Other Intangible Asset Impairment

Goodwill represents the excess purchase price paid over the fair value of the net assets acquired in a business combination. Goodwill
is not amortized but is tested for impairment annually or more frequently if events or changes in circumstances indicate that the asset
might be impaired. Impairment testing requires that the fair value be compared to the carrying amount of net assets, including
goodwill. Ifthe fair value exceeds their book value, no write-down of recorded goodwill is required. If the fair value is less than book
value, an expense may be required to write-down the related goodwill to the proper carrying value. The Company tests for
impairment of goodwill as of October 1 of each year using September 30 data and again at any quarter-end if any triggering events
occur during a quarter that may affect goodwill. Examples of such events include, but are not limited to, a significant deterioration in
future operating results, adverse action by a regulator or a loss of key personnel. Determining the fair value requires the Company to
use a degree of subjectivity. No goodwill impairment was recognized for December 31, 2012.

Core deposit intangible assets arise when a bank has a stable deposit base comprising of funds associated with long-term customer
relationships. The intangible asset value derives from customer relationships that provide a low-cost source of funding. With its
acquisition of Alliance in December 2012, the Company recorded $0.4 million of core deposit intangibles, which is presented in other
assets on the consolidated balance sheet. This will be amortized over a five year period.

Accounting for Income Taxes

The Company accounts for income taxes by recording deferred income taxes that reflect the net tax effects of temporary differences
between the carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for income tax purposes.
Management exercises significant judgment in the evaluation of the amount and timing of the recognition of the resulting tax assets
and liabilities. The judgments and estimates required for the evaluation are updated based upon changes in business factors and the
tax laws. If actual results differ from the assumptions and other considerations used in estimating the amount and timing of tax
recognized, there can be no assurance that additional expenses will not be required in future periods. The Company’s accounting
policy follows the prescribed authoritative guidance that a minimal probability threshold of a tax position must be met before a
financial statement benefit is recognized. The Company recognized, when applicable, interest and penalties related to unrecognized
tax benefits in other non-interest expenses in its consolidated statements of income. Assessment of uncertain tax positions requires
careful consideration of the technical merits of a position based on management’s analysis of tax regulations and interpretations.
Significant judgment may be involved in applying the applicable reporting and accounting requirements.

Management expects that the Company’s adherence to the required accounting guidance may result in increased volatility in quarterly
and annual effective income tax rates due to the requirement that any change in judgment or measurement of a tax position taken in a
prior period be recognized as a discrete event in the period in which it occurs. Factors that could impact management’s judgment
include changes in income, tax laws and regulations, and tax planning strategies.

Fair Value Measurements

The Company measures certain financial assets and liabilities at fair value in accordance with applicable accounting standards.
Significant financial instruments measured at fair value on a recurring basis are investment securities available-for-sale, residential
mortgages held for sale and commercial loan interest rate swap agreements. Loans where it is probable that the Company will not
collect all principal and interest payments according to the contractual terms are considered impaired loans and are measured on a
nonrecurring basis.
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The Company conducts a quarterly review for all investment securities that have potential impairment to determine whether
unrealized losses are other-than-temporary. Valuations for the investment portfolio are determined using quoted market prices, where
available. If quoted market prices are not available, valuations are based on pricing models, quotes for similar investment securities,
and, where necessary, an income valuation approach based on the present value of expected cash flows. In addition, the Company
considers the financial condition of the issuer, the receipt of principal and interest according to the contractual terms and the intent and
ability of the Company to hold the investment for a period of time sufficient to allow for any anticipated recovery in fair value. See
Note 5 of the Notes to the Consolidated Financial Statements included in this report.

Results of Operations

WashingtonFirst’s net income available to common shareholders for 2012 was $2.1 million or $0.62 per diluted common share,
compared to $1.9 million or $0.65 per diluted common share for 2011. Basic net income per common share was $0.63 per share and
$0.67 per common share for 2012 and 2011, respectively. The key factors contributing to minimal change in net income as compared
to the prior year were net one-time merger expenses of $1.2 million, a decreased net interest margin, net charge-offs and OREQO write-
downs. The following sections provide more detail regarding specific components of WashingtonFirst’s results of operations.

Net Interest Income.

Net interest income was $22.9 million for 2012 compared to $19.4 million for 2011. The overall net interest margin was 4.08 percent
for the year ended December 31, 2012, compared to 4.02 percent for the year ended December 31, 2011.
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The following table provides information regarding interest-earning assets and funding for the years ended December 31, 2012 and
2011. The balance of non-accruing loans is included in the average balance of loans presented, though the related income is accounted
for on a cash basis. Therefore, as the balance of non-accruing loans and the income received increases or decreases, the net interest
yield will fluctuate accordingly. The average rate earned on interest-bearing balances reflects lower short-term market rates during
2012 compared to 2011. The lower average rate on loans during 2012 reflects the decline in market rates reflected in the rates on loans
acquired or reset during the past year. The lower average rate on interest-bearing demand deposits, money market deposit accounts
and savings accounts is consistent with general trends in average short-term rates during the periods presented. The downward trend in
the average rate on time deposits reflects the maturity of older time deposits and the issuance of new time deposits at lower market
rates.

Average Balances, Interest Income and Expense and Average Yield and Rates

For the Year Ended December 31,

2012 2011
Average Income/ Yicld/ Average Income/ Yield/
Balance Expense Rate Balance Expense Rate
(dollars in thousands)
Assets
Interest-earning asscts:
Loans (1) $ 443,578 $ 26,305 5.93% $ 369,009 $ 22,814 6.18%
Interest-bearing balances 9,746 53 0.54% 26,105 224 0.86%
Investment securitics (2) 66,675 1,410 2.11% 54,609 1,277 2.34%
Fedcral funds sold 42,268 108 0.26% 32,207 72 0.22%
Total interest earning assets 562,267 27,876 4.96% 481,930 24,387 5.06%
Non-interest earning assets:
Cash and due frombanks 2,565 1,123
Premises and equipment 2,790 358
Other real estate owned (OREO) 744 1,854
Other assets 13,198 12,923
Icss: allowance for loan losses 15,813! !4,067!
Total non-interest carning assets 13,484 12,191
Total Assets $ 575,751 $ 494,121

Liabilities and Shareholders’ Equity
Interest-bearing liabilitics:

Interest-bearing demand deposits $ 19,817 $ 58 029% § 16,968 $ 46 0.27%
Money market deposit accounts 60,723 376 0.62% 36,935 270 0.73%
Savings accounts 77,666 716 0.92% 78,637 780 0.99%
Time deposits 212,134 2,924 1.38% 188,895 2,977 1.58%
Total interest-bearing deposits 370,340 4,074 1.10% 321,435 4,073 1.27%
IFHLB advances 28,013 724 2.58% 28,088 936 3.33%
Other borrowings and long-term borrowings 1,301 151 11.61% - - 0.00%
Total interest-bearing liabilities 399,654 4,949 1.24% 349,523 5,009 1.43%
Non-interest-bearing liabilities:
Demand deposits 116,978 93,133
Other liabilitics 2,318 1,738
Total liabilities 518,950 444394
Shareholders’ Equity 56,801 49,727
Total Liabilities and Shareholders’ Equity $ 575,751 $ 494,121
Interest Spread (3) 3.72% 3.63%
Net Interest Margin (4)(5) $ 22,927 4.08% $ 19,378 4.02%

(1) Loans placed on non-accrual status are included in loan balances.

(2) Includes available-for-sale investment securities and other equity securities.

(3) Interest spread is the average yield earned on earning assets, less the average rate incurred on interest bearing liabilities.
(4) Interest income and yields are presented on a fully taxable equivalent basis using 38.5 percent tax rate.

(5) Net interest margin is nel interest income, expressed as a percentage of average earning asselts.
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The following table sets forth information regarding the changes in the components of WashingtonFirst’s net interest income for the
periods indicated. For each category, information is provided on changes attributable to changes in volume (change in volume
multiplied by old rate) and changes in rate (change in rate multiplied by old volume). Combined rate/volume variances, the third
element of the calculation, are allocated based on their relative size. The decreases in income due to changes in rate reflect the reset of
variable rate investments, variable rate deposit accounts and adjustable rate mortgages to lower rates and the acquisition of new lower
yielding investments and loans, as described above. The decreases in expense reflect the decreased cost of funding due to lower

interest rates in the debt markets. The increases due to changes in volume reflect the increase in on-balance sheet assets during 2012
and 2011.

2012 vs. 2011 2011 vs. 2010
(Dccreasc)/ Increase Due to (Decrease)/Increase Due to
Rate Volume Total Rate Volume Total

(in thousands)
Income from interest-carning assets:

Loans $ (955) $ 4,446 $ 3,491 $ (958) $ 4984 $ 4,026
Interest-bearing balances (64) (107) (171 148 303 451
Investment sccuritics (133) 266 133 36 (58) 22)
Federal funds sold 13 23 36 (36) 10 (26)
Total income from interest-earning asscts (1,139) 4,628 3,489 (810) 5,239 4,429
Expense from interest-bearing liabilitics:
Interest-bearing deposits (496) 496 - (964) 606 (358)
IFHEB Advances (210) 2) (212) 22 (171) (149)
Borrowed tunds - 152 152 - - -
Total expense from interest-bearing liabilities (706) 646 (60) (942) 435 (507)

(Decrease)/increase in net interest income  $ (433) $ 3,982 $ 3,549 $ 132 $ 4,804 $ 4,936

Interest Earning Assets

Average loan balances were $443.6 million for the year ended December 31, 2012 compared to $369.06 million in 2011. Loans grew
during this period because of an increase in construction and real estate loans. WashingtonFirst’s longer-term strategy is to grow
small business commercial loans and owner occupied commercial real estate, and focus on the greater Washington, D.C. metropolitan
area. The related interest income from loans was $26.3 million for the year ended December 31, 2012 compared to $22.8 million for
the year ended December 31, 2011. The average yield on loans of 5.93 percent during the year ended December 31, 2012, compared
to 6.18 percent for 2011, reflecting a declining interest rate environment. Interest rates are established for classes of loans that include
variable rates based on the prime rate as reported by The Wall Street Journal or other identifiable bases while others carry fixed rates
with terms as long as 15 years. Most new variable rate originations include minimum start rates and/or floors.

Investment securities averaged $66.7 million for the year ended December 31, 2012, compared to $54.6 million for 2011. Interest
income generated on these investment securities for the year ended December 31, 2012 totaled $1.4 million, or a 2.11 percent yield,
compared to $1.3 million or a 2.34 percent yield for 2011.

Short-term investments in federal funds sold averaged $42.3 million for the year ended December 31, 2012, compared to
$32.2 million for 2011. Interest income generated on these assets for the year ended December 31, 2012 totaled $0.1 million, or a
0.26 percent yield, compared to $72,000 or a 0.22 percent yield for 2011.

Interest Bearing Liabilities

Average interest-bearing deposits were $370.3 million for the year ended December 31, 2012 compared to $321.4 million in 201 1.
The related interest expense from interest-bearing deposits was $4.1 million both years ended December 31, 2012 and 2011. The
average rate on these deposits was 1.10 percent during the year ended December 31, 2012, compared to 1.27 percent for 2011. The
lower interest rate environment allowed for competitive repricing of interest bearing demand accounts, money market accounts,
savings accounts and time deposits.

FHLB advances averaged $28.0 million for the year ended December 31, 2012, compared to $28.1 million for 2011. Interest expense
incurred on these borrowing for the year ended December 31, 2012 totaled $0.7 million, or a 2.58 percent rate, compared to
$0.9 million or a 3.33 percent rate for 201 1.

Provision for Loan Losses. During 2012, WashingtonFirst recorded provisions to its allowance for loan losses of $3.2 million, charge-

offs of $2.1 million and recoveries of $0.2 million. During 2011, WashingtonFirst recorded provisions to its allowance for loan losses
of $2.3 million, charge-offs of $0.9 million and recoveries of $36,000.
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Service Charges on Deposit Accounts. Service charges on deposit accounts were $0.5 million for both 2012 and 2011.

Gain on acquisition. The gain on acquisition of $2.5 million for 2012 is the result of a bargain purchase price on the Alliance

acquisition. This one-time gain is discussed in further detail in Note 2 to the Notes to the Consolidated Financial Statements.

Other Operating Income. During 2012, WashingtonFirst recorded $0.9 million of other operating income compared to $0.7 million in
2011. The $0.2 million increase is the result of various increases in transaction fees earned by WashingtonFirst in 2012 compared to
2011.

Gain on Sale of Available-for-Sale Investment Securities. During 2012, WashingtonFirst realized immaterial losses on the calls or
sales of available-for-sale investments, compared to $12,000 of gains in 201 1.

Compensation and Employee Benefits. Compensation and employee benefits were $8.4 million and $7.7 million for 2012 and 2011,
respectively. The increase in compensation and employee benefits during 2012 compared to 2011 was due primarily to increased
employee headcount.

increase was primarily due to the increase in rent expenses associated with the corporate headquarters and all the leased branch
locations.

Acquisition Expenses. Acquisition expenses recorded in 2012 totaled $4.9 million, compared to no similar expenses in 2011. These
expenses related to the acquisition of Alliance in December 2012. Refer to Note 3 to the Notes to the Consolidated Financial
Statements for further details.

Other Operating. Other operating expenses were $4.2 million for 2012 compared to $3.9 million for 2011. The $0.3 million increase
is the result of various actual expenses incurred for other operating expenses in 2012.

Financial Condition

Total assets as of December 31, 2012 were $1.1 billion, compared to $0.6 billion as of December 31, 2011. As of December 31, 2012,
WashingtonFirst had $224.2 million of cash and cash equivalents, compared to $72.3 million as of December 31, 2011. As of
December 31, 2012, WashingtonFirst had $747.1 million of loans, net of allowance for loan losses, compared to $415.0 million as
December 31,2011. As of December 31, 2012, WashingtonFirst had $134.6 million of investments, compared to $57.3 million as
December 31, 2011. Each of these increases was primarily attributable to the acquisition of Alliance.

Total liabilities increased to $1.0 billion as of December 31, 2012 from $0.5 billion as of December 31, 2011. As of
December 31, 2012, total deposits were $1.0 billion, compared to $0.5 billion as of December 31, 2011. Each of these increases was
primarily attributable to the acquisition of Alliance.

As of December 31, 2012, WashingtonFirst had total equity of $101.5 million, compared to $53.4 million as of December 31, 201 1.
The increase in total equity during 2012 was primarily the result of the issuance of stock to the former shareholders of Alliance and
the issuance of stock in connection with the Company’s 2012 private placement of common stock.

Loan Portfolio

In its lending activities, WashingtonFirst seeks to develop substantial relationships with clients whose business and individual banking
needs will grow with WashingtonFirst. WashingtonFirst has made significant efforts to be responsive to the lending needs in the
markets served, while maintaining sound asset quality and credit practices. WashingtonFirst grants credit to construction and
development, residential real estate, commercial real estate, commercial and industrial and consumer borrowers in the normal course
of business. The loan portfolio was $753.4 million as of December 31, 2012, an increase of $333.5 million from the

December 31, 2011 balance of $419.9 million. This increase was primarily attributable to the acquisition of Alliance.
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The following table summarizes the composition of the loan portfolio by dollar amount and each segment as a percentage of the total
loan portfolio as of December 31, 2012 and 201 1:

As of December 31,

2012 2011
Amount Percent Amount Percent
(dollars in thousands)

Construction and development $ 91,586 12.2% $ 50,993 12.1%
Commercial rcal estate 408,359 54.2% 231,434 55.1%
Residential real estate 126,394 16.8% 40,758 9.7%
Real estate loans 626,339 83.2% 323,185 76.9%
Commercial and industrial 124,670 16.5% 94,718 22.6%
Consumer 2,346 0.3% 2,034 0.5%
Total loans $ 753355 100.0% $ 419,937 100.0%

Substantially all loans are initially underwritten based on identifiable cash flows and supported by appropriate advance rates on
collateral, which is independently valued. Commercial and industrial loans are generally secured by accounts receivable, equipment
and business assets. Commercial real estate loans are secured by owner-occupied or non-owner occupied commercial properties of all
types. Construction and development loans are supported by projects which generally require an appropriate level of pre-sales or pre-
leasing. Generally, all commercial and industrial loans and commercial real estate loans have full recourse to the owners and/or
sponsors. Residential real estate loans are secured by first or second liens on both owner-occupied and investor-owned residential
properties.

Loans secured by various types of real estate, which includes construction and development loans, commercial real estate loans, and
residential real estate loans, constitute the largest portion of total loans. Commercial real estate loans represent the largest dollar
exposure. Substantially all of these loans are secured by properties in the greater Washington, D.C. metropolitan area with the
heaviest concentration in Northern Virginia. Risk is managed through diversification by sub-market, property type, and loan size.
Risk is further managed by seeking loans with multiple sources of repayment. The average loan size in this portfolio is $0.3 million as
of December 31, 2012.

Construction and development loans represented 12.2 percent and 12.1 percent of the total loan portfolio at December 31, 2012 and
2011, respectively. New originations in this segment are being underwritten in the context of current market conditions and are
particularly focused in sub-markets which appear to be the strongest in the region. Legacy loans, particularly in the land and
speculative construction portion of this portfolio, have been largely converted to amortizing loans with regular principal and interest
payments. WashingtonFirst expects to see further reductions in its land and speculative construction exposure partially offset by
potential increases in certain residential construction activities as market conditions improve.

Residential real estate loans, which are secured by residential real estate, increased as a percentage of the total loan portfolio from

9.7 percent as of December 31, 2011 to 16.8 percent as of December 31, 2012. This increase was primarily the result of the
acquisition of Alliance’s loan portfolio, which contained a greater percentage of residential real estate loans than WashingtonFirst’s
loan portfolio. In general, loans in these categories represent loans underwritten by WashingtonFirst or Alliance, to customers who
had or established a deposit relationship with the respective bank at the time the loan was originated. WashingtonFirst believes that its
underwriting criteria reflect current market conditions.
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The contractual maturity ranges of the loans in WashingtonFirst’s loan portfolio and the amount of such loans with predetermined
interest rates and floating rates in each maturity range as of December 31, 2012 are summarized in the following table:

One Year One to Over Five
orless Five Years Years ‘Total
(dollars in thousands)
Construction and development $ 46,823 $ 39411 $ 5352 $ 91,586
Commercial real estate 59,247 199,014 150,098 408,359
Residential real estate 21,585 31,623 73,186 126,394
Commercial and industrial 59,133 50,479 15,058 124,670
Consumer 630 1,245 471 2,346
Total loans $187,418 $ 321,772 $244,165 $ 753,355
Loans with a predetermined interest rate $ 61,550 $ 199,139 $ 51,488 $ 312,177
Ioans with a floating or adjustable interest rate 125,868 122,633 192,677 441,178
Total loans $ 187,418 $ 321,772 $ 244,165 $ 753,355

Asset Quality

WashingtonFirst segregates loans meeting the criteria for special mention, substandard, doubtful and loss from non-classified, or pass
rated loans. WashingtonFirst reviews the characteristics of each rating at least annually, generally during the first quarter of each year.

The characteristics of these ratings are as follows:

Pass and watch rated loans (risk ratings 1 to 6) are to persons or business entities with an acceptable financial condition, specified
collateral margins, specified cash flow to service the existing loans, and a specified leverage ratio. The borrower has paid all
obligations as agreed and it is expected that the borrower will maintain this type of payment history. Routinely, acceptable personal
guarantors support these loans.

*  Special mention loans (risk rating 7) have a specifically defined weakness in the borrower’s operations and/or the borrower’s
ability to generate positive cash flow on a sustained basis. For example, the borrower’s recent payment history may be
characterized by late payments. WashingtonFirst’s risk exposure to special mention loans is mitigated by collateral
supporting the loan. The collateral is considered to be well-managed, well maintained, accessible and readily marketable.

*  Substandard loans (risk rating 8) are considered to have specifically and well-defined weaknesses that jeopardize the viability
of WashingtonFirst’s credit extension. The payment history for the loan may have been inconsistent and the expected or
projected primary repayment source may be inadequate to service the loan, or the estimated net liquidation value of the
collateral pledged and/or ability of the personal guarantors to pay the loan may not adequately protect WashingtonFirst. For
loans in this category, there is a distinct possibility that WashingtonFirst will sustain some loss if the deficiencies associated
with the loan are not corrected in the near term. A substandard loan would not automatically meet WashingtonFirst’s
definition of an impaired loan unless the loan is significantly past due and the borrower’s performance and financial
condition provide evidence that it is probable WashingtonFirst will be unable to collect all amounts due. Substandard non-
accrual loans have the same characteristics as substandard loans. However these loans have a non-accrual classification
generally because the borrower’s principal or interest payments are 90 days or more past due.

*  Doubtful rated loans (risk rating 9) have all the weakness inherent in a loan that is classified as substandard but with the
added characteristic that the weakness makes collection or liquidation in full highly questionable and improbable based upon
current existing facts, conditions, and values. The possibility of loss related to doubtful rated loans is extremely high.

*  Loss (risk rating 10) rated loans are not considered collectible under normal circumstances and there is no realistic
expectation for any future payment on the loan. Loss rated loans are fully charged off.

Internal risk ratings of pass (rating numbers 1 to 5) and watch (rating number 6) are deemed to be unclassified assets. Internal risk

ratings of special mention (rating number 7), substandard (rating number 8), doubtful (rating number 9) and loss (rating number 10)
are deemed to be classified assets.
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The table below represents WashingtonFirst’s loan portfolio by risk rating, classification, and loan portfolio segment as of
December 31, 2012.

As of December 31, 2012

Special
Internal risk rating grades Pass Watch Mention Substandard Doubtful Total
Risk rating number 1to5 6 7 8 9
(in thousands)

Construction and development  $ 80,393 $ 1,547 $ 163 $ 8,588 $ 895 $ 91,586
Commercial real estate 378,001 10,068 12,169 7,022 1,099 408,359
Residential real estate 118,074 3,575 2,220 2,454 71 126,394
Commercial and industrial 111,349 4,128 5,211 2,777 1,205 124,670
Consumer 1,861 278 179 28 - 2,346

Total Loans $ 689,678 $ 19,596 $ 19,942 $ 20,869 $ 3,270 $ 753,355

As part of WashingtonFirst’s normal credit risk management practices, it regularly monitors the payment performance of its
borrowers. A high percentage of all loans require some form of payment on a monthly basis, with a high percentage requiring regular
amortization of principal. However, certain home equity lines of credit, commercial and industrial lines of credit, and construction
loans generally require only monthly interest payments.

When payments are 90 days or more in arrears or when WashingtonFirst determines that it is no longer prudent to recognize current
interest income on a loan, WashingtonFirst classifies the loan as non-accrual. Non-accrual loans increased from $3.1 million at
December 31, 2011 to $15.6 million at December 31, 2012, primarily as the result of the acquisition of Alliance’s loan portfolio.
From time to time, a loan may be past due 90 days or more but is in the process of collection and thus warrants remaining on accrual
status. WashingtonFirst had no such loans as of December 31,2012 or 2011.

The following tables set forth the aging and non-accrual loans by class as of December 31, 2012 and 2011:

As of December 31, 2012

Current 30-59 Days 60-89 Days Non- Total
Loans (1) Past Duc Past Due Accrual Total Past Due Loans
(in thousands)

Construction and development  $ 86,745 $ 475 $ 246 $ 4,120 $ 4,841 $ 91,586
Commercial real estate 397,698 3,630 648 6,383 10,661 408,359
Residential real estate 123,626 678 348 1,742 2,768 126,394
Commercial and industrial 120,685 639 - 3,346 3,985 124,670
Consumer 2317 - 5 24 29 2,346
Balance at end of period $ 731,071 $ 5,422 $ 1,247 $ 15,615 $ 22,284 $ 753,355

(1) For the purposes of this table only, loans 1-29 days past due are included in the balance of current loans.

As of December 31, 2011

Current 30-59 Days 60-89 Days Non- Total Total
l.oans (1) Past Due Past Due Accrual Past Due Loans
(in thousands)

Construction and development  § 49,757 $ 818 $ - $ 418 $ 1,236 $ 50,993
Commercial real cstate 223,429 3,147 3,757 1,101 8,005 231,434
Residential real estate 39,799 959 - - 959 40,758
Commercial and industrial 92,692 225 242 1,559 2,026 94,718
Consumer 2,034 - - - - 2,034
Balance at end of period $ 407,711 $ 5,149 $ 3,999 $ 3,078 3 12,226 $ 419,937

(1) For the purposes of this table only, loans 1-29 days past due are included in the balance of current loans.

Allowance for Loan Losses

The allowance for loan losses is an estimate of the losses that are inherent in the loan portfolio at the balance sheet date. The
allowance is based on the basic principle that a loss be accrued when it is probable that the loss has occurred at the date of the
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financial statements and the amount of the loss can be reasonably estimated. The methodology that WashingtonFirst uses to determine
the level of its allowance for loan losses is described in “Item 7-—Management’s Discussion and Analysis of Financial Condition and
Results of Operations—Critical Accounting Policies and Estimates—Allowance for Loan Losses.”

The allowance for loan losses was $6.3 million at December 31, 2012, or approximately 0.8 percent of loans outstanding, compared to
$4.9 million or approximately 1.2 percent of loans outstanding, at December 31, 2011. WashingtonFirst has allocated $1.9 million at
December 31, 2012 for specific non-performing loans. For the year ended December 31, 2012, WashingtonFirst recorded $3.2 million
in provisions for loan losses, $2.1 million in charge-offs and $0.2 million in recoveries, compared to $2.3 million in provision for
loans losses, $0.9 million in charge-off and $36,000 in recoveries for the year ended December 31, 2011.

In conjunction with the acquisition of Alliance, the allowance for loan losses that had been on the books of Alliance was eliminated
and Alliance’s loan portfolio, which had a book value of $277.6 million, was recorded on WashingtonFirst’s books at the fair value of
$268.3 million.

As part of its routine credit administration process, WashingtonFirst engages an outside consulting firm to review its loan portfolio
periodically. The information from these reviews is used to monitor individual loans as well as to evaluate the overall adequacy of the
allowance for loan losses. In reviewing the adequacy of the allowance for loan losses at each period, management takes into
consideration the historical loan losses experienced by WashingtonFirst, current economic conditions affecting the borrowers” ability
to repay, the volume of loans, trends in delinquent, non-accruing, and potential problem loans, and the quality of collateral securing
loans. Loan losses are charged against the allowance when WashingtonFirst believes that the collection of the principe! is unlikely.
Subsequent recoveries of losses previously charged against the allowance are credited to the allowance. After charging off all known
losses incurred in the loan portfolio, management considers on a quarterly basis whether the allowance for loan losses remains
adequate to cover its estimate of probable future losses, and establishes a provision for loan losses as appropriate. Because the
allowance for loan losses is an estimate, as the loan portfolio and allowance for loan losses review process continues to evolve, there
may be changes to this estimate and elements used in the methodology that may have an effect on the overall level of allowance
maintained.

The allowance for loan losses model is reviewed and evaluated each quarter by WashingtonFirst management to insure its adequacy
and applicability in relation to WashingtonFirst’s past and future experience with the loan portfolio, from a credit quality perspective.

The following table represents an analysis of the allowance for loan losses for the years ended December 31, 2012 and 2011:

For the Year Ended December 31,

2012 2011
(in thousands)

Balance at beginning of period $ 4,932 $ 3,447
Provision for loan losses 3,225 2,301
Charge-ofts:

Construction and development (508) (300)

Commercial real estate (694) (195)

Residential real estate (232) (202)

Commercial and industrial 647) (148)

Consumer loans (5) (7)
Total charge-offs (2,086) (852)
Recoveries:

Construction and dcvelopment 19 -

Commercial real estate 138 -

Residential real estate 32 25

Commercial and industrial - 11
Total recoveries 189 36
Net charge-ofls (1,897) (816)
Balance at end of period $ 6,260 $ 4,932
Allowance for loan losses to total loans 0.83% 1.17%
Allowance for loan losses to nonaccrual loans 40.09% 160.23%
Allowance for loan losses to non-performing assets 28.39% 70.59%
Non-performing assets to total assets 1.92% 1.25%
Net charge-offs to average loans 0.43% 0.22%
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The following table provides a breakdown of the allocation of the allowance for loan losses by loan type. The breakdown of the
allowance for loan losses is based primarily upon those factors discussed above in computing the allowance for loan losses as a whole.
Because all of these factors are subject to change, the allocation and actual results are not necessarily predictive of the exact category
of potential loan losses.

For the Year Ended December 31, 2012

Construction

and Commercial Residential Commercial
Development Real Estate Real Estate and Industrial Consumer Total
(in thousands)

Beginning Balance: $ 1,048 $ 2,313 $ 633 $ 899 $ 39 $ 4,932
Provision for/(release of) losses 304 898 140 1,890 @) 3,225
Charge-ofls (508) (694) (232) (647) (5) (2,086)
Recoverics 19 138 32 - - 189

Allowance Fnding Balance: $ 863 $ 2,655 $ 573 $ 2,142 $ 27 $ 6,260

For the Year Ended December 31, 2012

Construction
and Commercial Residential Commercial
Development Real Estate Real Estate and Industrial Consumer Total
(in thousands)

FEnding Balance
Evaluated collectively for impairment  $ 86,840 $ 387,202 $ 121,829 $ 115909 $ 2,184 $ 714,024
Lvaluated individually for impairment 4,746 21,097 4,565 8,761 162 39,331
$ 91,586 $ 408,359 $ 126,394 $ 124,670 $ 2,346 $ 753,355

Allowance for Losses

Evaluated collectively for impairment  $ 663 $ 1,641 $ 278 $ 582 $ 7 $ 3,171
Lvaluated individually for impairment 200 1,014 295 1,560 20 3,089
$ 863 $ 2,655 $ 573 $ 2,142 $ 27 $ 6,260

Non-performing Assets

Impaired Loans (Loans with a Specific Allowance Allocation). As of December 31, 2012, there were no loans with impairment
allocations that were not also in non-accrual status.

Non-accrual Loans. A loan may be placed on non-accrual status when the loan is specifically determined to be impaired or when
principal or interest is delinquent 90 days or more. WashingtonFirst closely monitors individual loans, and relationship officers are
charged with working with customers to resolve potential credit issues in a timely manner with minimum exposure to
WashingtonFirst. WashingtonFirst maintains a policy of adding an appropriate amount to the allowance for loan losses to ensure an
adequate reserve based on the portfolio composition, specific credit extended by it, general economic conditions and other factors and
external circumstances identified during the process of estimating probable losses in its loan portfolio.

As of December 31, 2012, there was $15.6 million in loans on non-accrual status compared to $3.1 million at December 31, 201 1.
The $15.6 million non-accrual loan balance consists primarily of loans secured by residential and commercial real estate in the
Northern Virginia area. The specific allowance for impaired loans as of December 31, 2012 is $6.2 million. The increase in loans in
non-accrual status is primarily a result of the acquisition of the Alliance loan portfolio. The increase in non-accrual loans resulting
from the Alliance acquisition also accounts for the deterioration of the ratio of the allowance for loan losses to total loans to

40.1 percent as of December 31, 2012, as compared to 160.2 percent as of December 31, 2011.

Total Non-performing Assets. As of December 31, 2012, WashingtonFirst had $22.1 million of non-performing assets compared to
$7.0 million as of December 31, 2011, an increase of $15.1 million. This substantial increase in dollar amount of non-performing
assets is primarily due to the acquisition of Alliance. The ratio of non-performing assets to total assets increased to 1.92 percent as of
December 31, 2012 from 1.25 percent as of December 31, 2011, a 67 basis points increase.
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The following table provides information regarding credit quality as of the years ended December 31, 2012 and 201 1:

For the Year Ended December 31,

2012 2011
(in thousands)

Non-performing assets:

Non-accrual loans $ 15,615 $ 3,078
Troubled debt restructurings still accruing 3,036 3,226
Asset-backed security 106 68
Other real estatc owned 3,294 615
Total non-performing assets $ 22,051 $ 6,987
Non-performing assets to total assets 1.92% 1.25%

Other Real Estate Owned (OREQ). As of December 31, 2012, WashingtonFirst had $3.3 million classified as OREO on the balance
sheet, compared to $0.6 million as of December 31, 2011. The increase in OREO is primarily due to the addition of $2.7 million to
the OREO balance on December 21, 2012, as a result of the acquisition of Alliance. Subsequent to the acquisition and before
December 31, 2012, WashingtonFirst sold one of the acquired OREO properties, resulting in a $0.9 million reduction in the balance of
acquired properties.

The table below reflects the OREO activity for the years ended December 31, 2012 and 201 1:

For the Year Ended December 31,
2012 2011

(in thousands)

Balance at beginning of period $ 615 $ 1,829
Propertics acquired at foreclosure 1,161 2,305
Properties acquired in acquisition of Alliance 2,677 -
Sales of foreclosed properties (851) (2,892)
Valuation adjustments (308) (627)

Balance at end of period $ 3,294 $ 615

Investment Securities - Available-for-sale

WashingtonFirst actively manages its portfolio duration and composition with changing market conditions and changes in balance
sheet risk management needs. Additionally, the securities are pledged as collateral for certain borrowing transactions, public funds
and repurchase agreements. The total fair value of the amount of the investment securities accounted for under available-for-sale
accounting was $134.6 million as of December 31, 2012 compared to $57.3 million as of December 31, 2011. This increase is
primarily attributable to the Alliance acquisition.

On December 31, 2012, the investment portfolio contained callable and non-callable U.S. Government corporations and agencies
securities, U.S. Government collateralized mortgage obligations (“CMOs”), U.S. Government mortgage backed securities (“MBS”),
asset-backed debt securities, and municipal securities.

On December 31, 2012, U.S. Government corporations and agencies were $31.6 million or 23.5 percent of the portfolio, CMOs and
MBS were $82.2 million, or 61.1 percent of the portfolio, and municipal securities were $20.7 million, or 15.4 percent of the portfolio.

The yield on the available-for-sale investment securities portfolio for the year ended December 31, 2012 was 2.1 percent, compared to

2.3 percent for 2011. When prepayments on these instruments occur at a faster rate than anticipated, premium amortization increases
which adversely impacts the portfolio yield.
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Other Equity Investments
WashingtonFirst’s securities portfolio contains other equity investments that are required to be held as part of its banking operations.
These include stock of the FHLB, Atlantic Central Bankers Bank (“ACBB”) and Community Bankers Bank (“CBB”). The following

table summarizes the balances of other equity securities as of December 31, 2012 and 201 1:

As of December 31,

2012 2011
(in thousands)
FHLB stock $ 3,267 $ 1,991
ACBB 100 100
CBB 256 50
Total other equity securities $ 3,623 $ 2,141

Deposits

WashingtonFirst seeks deposits within its market area by offering high-quality customer service, using technology to deliver deposit
services effectively and paying competitive interest rates. A significant portion of its client base and deposits are directly related to
home sales and refinancing activity, including those from title and escrow agency customers.

As of December 31, 2012, the deposit portfolio totaled $972.7 million, which was comprised of $294.5 million of non-interest bearing
deposits and $678.2 million of interest bearing deposits. As of December 31, 2011, the deposit portfolio totaled $479.0 million, which
was comprised of $141.1 million of non-interest bearing deposits and $337.9 million of interest bearing deposits. Those significant
increases are primarily the result of the acquisition of Alliance on December 21, 2012 when the annual average balance is considered
the increase is less. The average balance of interest bearing deposits for 2012 was $370.3 million, compared to $321.4 million for
2011. The average cost on these interest-bearing deposits for the year ended December 31, 2012 was 110 basis points compared to
127 basis points for the year ended December 31, 2011. As key interest rates declined over the past year, WashingtonFirst was able to
reprice the interest rates on its deposits at lower levels.

Average non-interest bearing demand deposits were $117.0 million for the year ended December 31, 2012, compared to $93.1 million
for 2011. The disparity between the December 31, 2012 balance of non-interest bearing deposits of $294.5 million and the average
balance for the year of 2012 is directly related to seasonal and cyclical changes in the business activities of WashingtonFirst’s title and
escrow agency client base and the acquisition of Alliance on December 21, 2012. Frequently, WashingtonFirst’s title and escrow
agency clients experience strong deposit growth around the end of a month or quarter.

WashingtonFirst uses wholesale deposits for liquidity and interest rate risk management purposes. WashingtonFirst believes these
types of funds offer a reliable stable source of funds for WashingtonFirst. Frequently the interest rates associated with wholesale
deposits are significantly lower than general customer rates in its markets. As market conditions warrant and balance sheet needs
dictate, WashingtonFirst may continue to participate in the wholesale certificate of deposit market. As with any deposit product,
WashingtonFirst has potential risk for non-renewal by the customer. WashingtonFirst’s wholesale deposits were $42.0 million, or
4.3 percent of total deposits, as of December 31, 2012, as compared to $36.2 million, or 7.6 percent of total deposits, as of
December 31, 201 1.

Other Borrowings

Other Borrowings consists of customer repurchase agreements which are standard commercial bank transactions that involve a
WashingtonFirst customer instead of a wholesale bank or broker. These customer repurchase agreements were acquired through the
acquisition of Alliance. Alliance offered this product as an accommodation to larger retail and commercial customers and affluent
individuals that request safety for their funds beyond the FDIC deposit insurance limits. WashingtonFirst believes this product offers
it a stable source of financing at a reasonable market rate of interest and is continuing the program. As of December 31, 2012,
WashingtonFirst had $14.4 million of customer repurchase agreements, compared to zero as of December 31, 2011.

FHLB Advances

The FHLB is a significant source of funding for the WashingtonFirst. WashingtonFirst augments its funding portfolio with FHLB
advances for both liquidity and interest rate management. At December 31, 2012 and 2011, the FHLB advances were $40.8 million
and $24.4 million, respectively, with various maturities not exceeding twelve months, with the exception of one advance for

$25.0 million that was acquired from Alliance and does not mature until February 2021. The book value as of December 31, 2012
contains a $4.0 million fair market value adjustment associated with that one advance acquired from Alliance and is being amortized
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over the life of the advance. The weighted average interest rate on the FHLB advances were 2.58 percent and 3.33 percent for the
years ended December 31, 2012 and 2011, respectively. Advances are secured by a lien on certain loans and securities of
WashingtonFirst Bank that are pledged from time to time. The following table provides information regarding WashingtonFirst’s
FHLB advances as of and during the periods indicated:

FHLB Advances

2012 2011
(dollars in thousands)

As of period ended:
FILB advances $ 40,813 $ 24,350
Weighted average outstanding interest rate 2.58% 3.33%

Averages for the year ended:

FHLB advances $ 28,013 $ 28,088
Average interest rate paid during the year 3.84% 3.33%
Maximum month-end balance outstanding $ 67,850 $ 32,767

Long-term Borrowings
Long-term borrowings consist of $2.2 million of Bank Subordinated Debt and $7.5 million of Trust Preferred Capital Notes.

On June 15, 2012, WashingtonFirst Bank issued $2.5 million in subordinated debt (the “Bank Subordinated Debt”) to Community
Bancapital LP (“CBC”). The Bank Subordinated Debt has a maturity of nine (9) years, is due in full on June 14, 2021, and carries an
8.00 percent interest rate with interest being paid quarterly. In connection with the issuance of the Bank Subordinated Debt, the
Company issued warrants to CBC that would allow it to purchase 55,018 shares of common stock at a share price equal to $11.36.
These warrants expire if not exercised on or before June 15, 2020. In recording this transaction, the warrants were valued at

$0.3 million, which was treated as an increase in additional paid-in capital, and the liability associated with the Bank Subordinated
Debt was recorded at $2.2 million. The $0.3 million discount on the Bank Subordinated Debt is being expensed monthly over the life
of the debt.

On June 30, 2003, Alliance invested $0.3 million as common equity into a wholly-owned Delaware statutory business trust (the
“Trust”). Simultaneously, the Trust privately issued $10.0 million face amount of thirty-year floating rate trust preferred capital
securities (the “Trust Preferred Capital Notes”) in a pooled trust preferred capital securities offering. The Trust used the offering
proceeds, plus the equity, to purchase $10.3 million principal amount of Alliances’ floating rate junior subordinated debentures due
2033 (the “Subordinated Debentures™). Both the Trust Preferred Capital Notes and the Subordinated Debentures are callable at any
time. The interest rate associated with the Trust Preferred Capital Notes is three month LIBOR plus 3.15 percent subject to quarterly
interest rate adjustments. The interest rate as of December 31, 2012 was 3.54 percent and as of December 31, 2011 was 3.70 percent.

In connection with the acquisition of Alliance on December 21, 2012, the Trust Preferred Capital Notes are guaranteed by
WashingtonFirst on a subordinated basis, and were recorded on WashingtonFirst’s books at the time of the Alliance acquisition at a
discounted amount of $7.5 million, which was the fair value of the instruments at the time of the acquisition. WashingtonFirst records
distributions payable on the Trust Preferred Capital Notes as an interest expense in its Consolidated Statements of Operations, and the
$2.5 million discount is being expensed monthly over the life of the obligation.

Under the indenture governing the Trust Preferred Capital Notes, Alliance (and now WashingtonFirst) has the right to defer payments
of interest for up to twenty consecutive quarterly periods. The interest deferred under the indenture compounds quarterly at the interest
rate then in effect. Beginning with the quarter ended September 30, 2009 and through December 21, 2012, Alliance elected to defer
the interest payments as permitted under the indenture. As of December 31, 2012, the total amount of deferred and compounded
interest owed under the indenture was $1.4 million. WashingtonFirst paid the deferred interest in full on March 8, 2013.

All or a portion of the Trust Preferred Capital Notes may be included as Tier | Capital in the regulatory computation of capital
adequacy. Under current regulatory guidelines, the Trust Preferred Capital Notes may constitute no more than 25 percent of total Tier
1 Capital. Any amount not eligible to be counted as Tier | Capital is considered to be Tier 2 Capital. At December 31, 2012, the
entire amount of Trust Preferred Capital Notes was considered Tier 1 Capital.

Capital Resources
Capital management consists of providing equity to support WashingtonFirst’s current and future operations. The Company is subject
to capital adequacy requirements imposed by the Federal Reserve Board and WashingtonFirst Bank is subject to capital adequacy

requirements imposed by the FDIC. Both the Federal Reserve Board and the FDIC have adopted risk-based capital requirements for
assessing bank holding company and bank capital adequacy. These standards define capital and establish minimum capital

2012 Annual Report | 53



requirements in relation to assets and off-balance sheet exposure, adjusted for credit risk. The risk-based capital standards currently in
effect are designed to make regulatory capital requirements more sensitive to differences in risk profiles among bank holding
companies and banks, to account for off-balance sheet exposure and to minimize disincentives for holding liquid assets. Assets and
off-balance sheet items are assigned to broad risk categories, each with appropriate relative risk weights. The resulting capital ratios
represent capital as a percentage of total risk-weighted assets and off-balance sheet items.

The risk-based capital standards issued by the Federal Reserve Board require all bank holding companies to have “Tier | capital” of at
least 4.0% and “total risk-based” capital (Tier 1 and Tier 2) of at least 8.0% of total risk-weighted assets. “Tier | capital” generally
includes common shareholders’ equity and qualifying perpetual preferred stock together with related surpluses and retained earnings,
less deductions for goodwill and various other intangibles. “Tier 2 capital” may consist of a limited amount of intermediate-term
preferred stock, a limited amount of term subordinated debt, certain hybrid capital instruments and other debt securities, perpetual
preferred stock not qualifying as Tier 1 capital, and a limited amount of the general valuation allowance for loan losses. The sum of
Tier | capital and Tier 2 capital is “total risk-based capital.”

The Federal Reserve Board has also adopted guidelines which supplement the risk-based capital guidelines with a minimum ratio of
Tier | capital to average total consolidated tangible assets, or “leverage ratio,” of 3.0% for institutions with well diversified risk,
including no undue interest rate exposure; excellent asset quality; high liquidity; good earnings; and that are generally considered to be
strong banking organizations, rated composite | under applicable federal guidelines, and that are not experiencing or anticipating
significant growth. Other banking organizations are required to maintain a leverage ratio of at least 4.0%. These rules further provide
that banking organizations experiencing internal growth or making acquisitions will be expected to maintain capital positions
substantially above the minimum supervisory levels and comparable to peer group averages, without significant reliance on intangible
assets.

Pursuant to FDICIA, each federal banking agency revised its risk-based capital standards to ensure that those standards take adequate
account of interest rate risk, concentration of credit risk and the risks of nontraditional activities, as well as reflect the actual
performance and expected risk of loss on multifamily mortgages. The Bank is subject to capital adequacy guidelines of the FDIC that
are substantially similar to the Federal Reserve Board’s guidelines. Also pursuant to FDICIA, the FDIC has promulgated regulations
setting the levels at which an insured institution such as the Bank would be considered “well-capitalized,” “adequately capitalized,”
“undercapitalized,” “significantly undercapitalized” and “critically undercapitalized.” Under the FDIC’s regulations, the Bank is
classified “well-capitalized” for purposes of prompt corrective act

Both WashingtonFirst and WashingtonFirst Bank are considered “well capitalized” under the risk-based capital guidelines adopted by
the federal banking regulatory agencies, and maintaining a “well capitalized” regulatory position is important for each organization.
Both WashingtonFirst and WashingtonFirst Bank monitor the capital positions to ensure appropriate capital for the respective risk
profile of each organization, as well as sufficient levels to promote depositor and investor confidence in the respective organizations.

Total shareholders’ equity was $101.5 million as of December 31, 2012 compared to the December 31, 2011 level of $53.5 million.
The change in equity is primarily attributable to the acquisition of Alliance and the issuance of new common stock.

54 | WashingtonFIRSTBANKSHARES, INC.



The following table shows WashingtonFirst Bank’s capital categories, capital ratios and the minimum capital ratios currently required
by bank regulators:

For the Year Ended December 31,
2012 2011
(dollars in thousands)

Tier 1 Capital:

Common stock $ 71 $ 13,853
Capital surplus 80,460 19,286
Preferred stock 17,796 17,796
Accumulated earnings 3,226 2,618
less: disallowed assets (4,029) (3,601)
Add: Trust preferred 7,468 -

Total Tier | Capital $ 104,992 $ 49,952

Tier 2 Capital:

Qualitying allowance for loan losses $ 6,260 $ 4,932
Subordinated debt 2,500 -
Total Tier 2 Capital $ 8,760 $ 4,932
Total risk based capital $ 113,752 $ 54,884
Risk weighted assets $ 790,091 $ 444,752
Quarterly average assets $ 640,562 $ 527,033

As of December 31,

2012 2011 Regulatory Minimum
Capital Ratios:
Tier | risk based capital ratio 12.65% 10.73% 4.00%
Total risk based capital ratio 13.67% 11.84% 8.00%
Leverage ratio 16.39% 9.06% 4.00%

The significant increase in Tier I capital is primarily the result of the Alliance acquisition and the issuance of common stock by
WashingtonFirst. The significant increase in Tier Il capital is primarily the result of the Alliance acquisition and the issuance of
subordinated debt by WashingtonFirst Bank.

The regulatory risk based capital guidelines establish minimum capital levels for WashingtonFirst to be deemed “well capitalized.”
The guidelines for “well capitalized” call for a leverage ratio of 5.0 percent, tier | risk based capital ratio of 6.0 percent and total risk
based capital ratio of 10.0 percent. As of December 31, 2012, WashingtonFirst had a leverage ratio of 16.39 percent, a total risk based
capital ratio of 13.67 percent, and a tier 1 risk based capital ratio of 12.65 percent, all in excess of the regulatory minimums to be
“well capitalized.” WashingtonFirst Bank and WashingtonFirst continuously monitor the capital levels and the risk profile of the
entities to determine if capital levels are sufficient for the risk profiles of the organization.

Liquidity

Liquidity is the ability to meet the demand for funds from depositors and borrowers as well as expenses incurred in the operation of
the business. WashingtonFirst has a formal liquidity management policy and a contingency funding policy used to assist management
in executing the liquidity strategies necessary for WashingtonFirst. Similar to other banking organizations, WashingtonFirst monitors
the need for funds to support depositor activities and funding of loans. WashingtonFirst’s client base includes a significant number of
title and escrow businesses which have more deposit inflows and outflows than a traditional commercial business relationship.
WashingtonFirst maintains additional liquidity sources to support the needs of this client base. Loss of relationship officers or clients
could have a material impact on WashingtonFirst’s liquidity position through a reduction in average deposits.
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WashingtonFirst’s management monitors the Company’s overall liquidity position daily. WashingtonFirst has available federal funds
lines with correspondent banks, reverse repurchase agreement lines with correspondent banks and FHLB advances.

As of December 31, 2012, WashingtonFirst had $224.2 million in cash and cash equivalents to support the business activities and
deposit flows of its clients. WashingtonFirst maintains credit lines at the FHLB and other correspondent banks. As of

December 31, 2012, the WashingtonFirst had a total credit line of $119.2 million with the FHLB with an unused portion of

$78.4 million. Borrowings with the FHLB have certain collateral requirements and are subject to disbursement approval by the
FHLB. As of December 31, 2012, the WashingtonFirst also had $34.5 million in unsecured borrowing capacity from correspondent
banks. As of December 31, 2012, the WashingtonFirst did not have any outstanding borrowings from its correspondent banks. All
borrowings from correspondent banks are subject to disbursement approval. In addition to the borrowing capacity described above,
WashingtonFirst may sell investment securities, loans and other assets to generate additional liquidity. WashingtonFirst believes that
it has sufficient liquidity to protect depositors, provide for business growth and comply with regulatory requirements.

Concentrations

Substantially all of WashingtonFirst’s loans, commitments and standby letters of credit have been granted to customers located in the
greater Washington, D.C. metropolitan area. WashingtonFirst’s overall business includes a significant focus on real estate activities,
including real estate lending, title companies and real estate settlement businesses. As of December 31, 2012, commercial real estate
loans were 54.2 percent of the total loan portfolio, construction and development loans were 12.2 percent of the total loan portfolio
and residential real estate loans were 16.8 percent of the total loan portfolio. In addition, a substantial portion of our non-interest
bearing deposits is generated by our title and escrow company clients. See “Item 1A. Risk Factors — Risks Associated With
WashingtonFirst’s Business — WashingtonFirst’s profitability depends significantly on local economic conditions.”

Off-Balance Sheet Arrangements

WashingtonFirst enters into certain off-balance sheet arrangements in the normal course of business to meet the financing needs of
customers. These off-balance sheet arrangements include commitments to extend credit, standby letters of credit and financial
guarantees which would impact the overall liquidity and capital resources to the extent customers accept and/or use these
commitments. These instruments involve, to varying degrees, elements of credit and interest rate risk in excess of the amount
recognized in the balance sheet. With the exception of these off-balance sheet arrangements, we have no off-balance sheet
arrangements that have or are reasonably likely to have a material current or future effect on our financial condition, changes in
financial condition, revenues or expenses, results of operations, liquidity, capital expenditures or capital resources.

Cautionary Note Regarding Forward-Looking Statements

This Annual Report on Form 10-K, as well as other periodic reports filed with the SEC, and written or oral communications made
from time to time by or on behalf of WashingtonFirst, may contain statements relating to future events or future results and their
effects that are considered “forward-looking statements” under the Private Securities Litigation Reform Act of 1995. These forward-
looking statements may be identified by the use of words such as “believe,” “expect,” “anticipate,” “plan,” “estimate,” “intend” and
“potential,” or words of similar meaning, or future or conditional verbs such as “should,” “could,” or “may” or the negative of those
terms or other variations of them or comparable terminology. Forward-looking statements include statements of WashingtonFirst’s
goals, intentions and expectations; statements regarding its business plans, prospects, growth and operating strategies; statements
regarding the quality of its loan and investment portfolios; and estimates of its risks and future costs and benefits.

9 9 ” 6

Forward-looking statements reflect our expectation or prediction of future conditions, events or results based on information currently
available. These forward-looking statements are subject to significant risks and uncertainties that may cause actual results to differ
materially from those in such statements. These risk and uncertainties include, but are not limited to, the risks identified in Item 1 A of
this report and the following:

* the risk that the businesses of WashingtonFirst and Alliance will not be integrated successfully, or such integration may be
more difficult, time-consuming or costly than expected, resulting in less revenue or cost savings than expected, or higher
deposit attrition and customer losses than expected;

*  competition among financial services companies may increase and adversely affect operations of WashingtonFirst;

* changes in the level of nonperforming assets and charge-offs;

*  changes in the availability of funds resulting in increased costs or reduced liquidity;

* changes in accounting policies, rules and practices;

* changes in the assumptions underlying the establishment of reserves for possible loan losses and other estimates;

* impairment concerns and risks related to WashingtonFirst’s investment portfolio, and the impact of fair value accounting,
including income statement volatility;
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» changes in the interest rate environment and market prices may reduce WashingtonFirst’s net interest margins, asset
valuations and expense expectations;

» general business and economic conditions in the markets WashingtonFirst serve change or are less favorable than expected;

« legislative or regulatory changes adversely affect WashingtonFirst’s businesses;

¢ fiscal and regulatory policies of the United States government;

¢ reactions in financial markets related to potential or actual downgrades in the sovereign credit rating of the United States and
the budget deficit or national debt of the United States government;

*  changes in the way the FDIC insurance premiums are assessed;

*  changes in business conditions and inflation;

*  personal or commercial customers’ bankruptcies increase;

* changes occur in the securities markets; and,

* technology-related changes are harder to make or more expensive than expected.

Forward-looking statements speak only as of the date of this report. WashingtonFirst does not undertake to update forward-looking
statements to reflect circumstances or events that occur after the date of this report or to reflect the occurrence of unanticipated events
except as required by federal securities laws.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk

Market risk is defined as the sensitivity of income, fair market values and capital to changes in interest rates, foreign currency
exchange rates, commodity prices and other relevant market prices and rates. The primary market risk that WashingtonFirst is exposed
to is interest rate risk inherent in our lending, deposit taking and borrowing activities. Substantially all of our interest rate risk arises
from these activities entered into for purposes other than trading.

The principal objective of our asset/liability management, or “ALM,” is to manage the sensitivity of net income to changing interest
rates. ALM is governed by a policy approved annually by our board of directors. Our board of directors has delegated the oversight of
the administration to the bank’s asset/liability committee. The overall interest rate risk position and strategies are reviewed by
executive management and the bank’s board of directors on an ongoing basis.

Short-Term Interest Rate Risk: Net Interest Income Sensitivity (“NI117)

WashingtonFirst engages an outside consulting firm to model its short-term and long-term interest rate risk profile. The model
includes basic business assumptions, interest rates, repricing information and other relevant market data necessary to project our
interest rate risk. The board of directors has established interest rate risk limits for both short-term and long-term interest rate
exposure. On a periodic basis, management reports to the board of directors on WashingtonFirst’s base interest rate risk profile and
expectations of changes in the profiles based on certain interest rate shocks.

WashingtonFirst’s ALM process evaluates the effect of upward and downward changes in market interest rates on future net interest
income. This analysis involves shocking the interest rates used in determining net interest income over the next twelve months. The
resulting percentage change in net interest income in various rate scenarios is an indication of WashingtonFirst’s shorter-term interest
rate risk. This analysis is accomplished by assuming a static balance sheet over a period of time with maturing and repayment dollars
being rolled back into like instruments for new terms at current market rates. Additional assumptions are applied to modify volumes
and pricing under various rate scenarios. These assumptions include prepayments, the sensitivity of non-maturity deposit rates, and
other factors deemed significant by WashingtonFirst.

As part of its interest rate risk management, the Company typically uses the trading and investment portfolio and its wholesale funding
instruments to balance its interest rate exposure. There is no guarantee that the risk management techniques and balance sheet
management strategies the Company employs will be effective in periods of rapid rate movements or extremely volatile periods. The
Company believes its strategies are prudent and within its policy guidelines in the base case of its modeling efforts as of

December 31, 2012.

Since WashingtonFirst’s actual balance sheet movement is not static (maturing and repayment dollars being rolled back into like
instruments for new terms at current market rates), these changes in net interest income are indicative only of the magnitude of interest
rate risk in the balance sheet. These changes do not take into account actions we may take in response to changes in interest rates,
and are not necessarily reflective of the income WashingtonFirst would actually receive.

The ALM model results for December 31, 2012 are shown in the table below. Assuming an immediate upward shift in market interest
rates of 100 basis points and a static balance sheet, the results indicate the Company would expect net interest income to increase over
the next twelve months by 5.0 percent. Assuming a shift downward of 100 basis points, the Company would expect net interest
income to increase over the next twelve months by 3.9 percent.
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The table below shows ALM model results under various interest rate shocks:

Percentage Change in EVE and NII from Base Case
As of December 31,

Interest 2012 2011

Rate Shocks NII EVE NIl EVE
+200 bp 11.0% 15.0% 2.0% -6.0%
+100 bp 5.0% 8.7% 1.0% -3.0%
-100 bp 3.9% -10.1% 6.0% -8.0%

Long-Term Interest Rate Risk: Economic Value of Equity (“EVE”)

The economic value of equity process models the cash flows of financial instruments to maturity. The model incorporates growth and
pricing assumptions to develop a baseline EVE. The interest rates used in the model are then shocked for an immediate increase or
decrease in interest rates. The results of the shocked model are compared to the baseline results to determine the percentage change in
EVE under the various scenarios. The resulting percentage change in EVE is an indication of the longer term repricing risk and

options embedded in the balance sheet.
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Item 8. Financial Statements and Supplementary Data

B D 0 Tel: 804-330.3002 300 Arborelum Place. Suite 320
A Fax: 804-330-7753 Richmond, VA 23230
A

www. bdo.com

Report of Independent Registered Public Accounting Firm

Board of Directors and Shareholders
WashingtonFirst Bankshares, Inc.
Reston, Virginia

We have audited the accompanying consolidated balance sheets of WashingtonFirst
Bankshares, Inc. as of December 31, 2012 and 2011 and the related consolidated statements
of income, comprehensive income, stockholders’ equity, and cash flows for the years then
ended. These financial statements are the responsibility of the Company’s management. Our
responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free of material
misstatement. The Company is not required to have, nor were we engaged to perform, an
audit of its internal control over financial reporting. Our audits included consideration of
internal control over financial reporting as a basis for designing audit procedures that are
appropriate in the circumstances, 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. An audit also includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements, assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all
material respects, the financial position of WashingtonFirst Bankshares, Inc. at December 31,

2012 and 2011, and the results of its operations and its cash flows for the years then ended,
in conformity with accounting principles generally accepted in the United States of America.

BOG- Ush [1p

March 22, 2013

BDO USA, LLP, a Delaware limited liability partoership, is the U.S. member of BDG International Limited, a UK company timited by guarantee, and forms part of
the international 8DO network of independent member firms.

BDO is the brand name for the BDO network and for each of the BDO Member Firms.
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WashingtonFirst Bankshares, Inc.
Consolidated Balance Sheets
As of December 31, 2012 and 2011

As of December 31,

2012 2011

(in thousands)

Assets:
Cash and cash equivalents:
Cash and due from bank balances $ 4,521 $ 1,560
Federal funds sold 208,476 52,967
Interest bearing balances 11,210 17,794
Cash and cash equivalents 224,207 72,321
Investment securities, available-for-sale, at fair value 134,598 . 57,336
Other equily securities 3,623 2,141
loans:
loans held for investment, at amortized cost 753,355 419,937
Allowance for loan losses (6,260) (4,932)
‘T'otal loans, net of allowance 747,095 415,005
Premiscs and equipment, net 3,519 2,492
Goodwill 3,601 3,601
Deferred taxasset, net 11,419 2,682
Accrued interest receivable 3,424 1,722
Other real estate owned 3,294 615
Bank-owned life insurancce 5,010
Other assets 8,028 1,547
Total Assets $ 1,147,818 $ 559,462

Liabilitics and Shareholders’ Equity:
Liabilities:

Non-interest bearing deposits $ 294,439 $ 141,105
Interest bearing deposits 678,221 337,896
Total deposits 972,660 479,001
Other borrowings 14,428 -
FHLB advances 40,813 24,350
Long-term borrowings 9,682 -
Accrued interest payablc 2,012 476
Other liabilities 6,703 2,158
Total Liabilities 1,046,298 505,985

Sharcholders' Equity:
Preferred stock:
Series D - 17,796 shares issued and outstanding, 1% dividend 89 &9
Additional paid-in capital - preferred 17,707 17,707
Common stock:
Common Stock Voting, $0.01 and $5.00 par value, respectively, 50,000,000 shares

authorized, 6,099,629 and 2,770,653 shares outstanding, respectively 61 13,853
Common Stock Non-Voting, $0.01 par value, 10,000,000 shares
authorized, 1,044,152 shares outstanding 10 -
Additional paid-in capital - common 80,460 19,286
Accumulated earnings 3,226 2,618
Accumulated other comprehensive loss (33) (76)
Total Shareholders’ Equity 101,520 53,477
Total Liabilities and Sharcholders' Equity $ 1,147,818 $ 559,462

Sce accompanying Notes to Consolidated Financial Statements.
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WashingtonFirst Bankshares, Inc.
Consolidated Statements of Operations
Years ended December 31, 2012 and 2011

Interest income:
Interest and fees on loans
Interest and dividends on investments
Total interest income
Interest expense:
Intercst on deposits
Interest on borrowings
Total interest expense
Net interest income
Provision for loan losses
Net interest income after provision for loan losses
Non-interest income:
Service charges on deposit accounts
Gain on acquisition
Other operating income
Gains on sale of available-for-sale investment securities
Total non-interest income
Non-intercst expense:
Compensation and employec benefits
Premises and equipment
Merger expenses
Other operating expenses
Total other expenses
Income before provision income taxes
Provision for income taxes
Net income
Preferred stock dividends and accretion
Net income available to common shareholders

Earnings per common share:
Basic eamnings per common share
Fully diluted earnings per common share

Sec accompanying Notes to Consolidated Financial Statements.

Forthe Year Ended December 31,

2012

2011

(in thousands, except per share amounts)

$ 26305  $ 22,814
1,571 1,573

27,876 24,387

4,074 4,073

875 936

4,949 5,009

22,927 19,378

3,225 2,301

19,702 17,077

474 466

2,497 -

913 681

- 12

3,884 1,159

8,441 7,656

2,729 2,292

4,858 -

4,150 3,887

20,178 13,835

3,408 4,401

1,173 1,794

2,235 2,607
(178) (677)

$ 2,057  $ 1,930
$ 063 $ 0.67
$ 062 $ 0.65
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WashingtonFirst Bankshares, Inc.
Consolidated Statements of Comprehensive Income
Years ended December 31, 2012 and 2011

IFor the Year Ended December 31,

2012 2011

(in thousands)

Net income $ 2,235 $ 2,607
Other comprehensive income, net of tax:
Net unrealized holding gains 43 862
Reclassification adjustment for realized gains - (17)
Net change from available-for-sale securitics (1) 43 845
Comprehensive income $ 2,278 $ 3,452

(1) Unrealized gains on available for sale sccurities is shown net of income tax expensc of $27,000 and
$0.1 million for the years ended December 31, 2012 and 2011, respectively.

Sce accompanying Notes to Consolidated Financial Statements.
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WashingtonFirst Bankshares, Inc.
Consolidated Statements Changes in Shareholder Equity

Years ended December 31, 2012 and 2011

Preferred stock:
Balance, beginning of period
Retirement of Series A, B and C preferred stock
Issuance of Series D preferred stock
Balance, end of period
Additional paid-in capital - preferred:
Balance, beginning of period
Retirement of Series A, B and C preferred stock
Issuance of Series D preferred stock
Balance, end of period
Common stock:
Balance, beginning of period
Exercise of stock options
Change in par value - $5.00 to $0.01
Issuance of stock related to Alliance acquisition
Issuance of stock
Issuance of restricted stock
Common stock dividends
Balance, end of period
Additional paid-in capital - common:
Balance, beginning of period
Exercise of stock options
Change in par value - $5.00 to $0.01
Issuance of stock related to Alliance acquisition
Issuance of stock
Warrants issued for sub-debt
Common stock dividends
Stock compensation expense
Balance, end of period
Accumulated eamnings:
Balance, beginning of period
Net income
Preferred stock dividends
Accretion of preferred stock discount
Common stock dividends
Common stock cash dividends
Balance, end of period
Accumulated other comprehensive income:
Balance, beginning of period
Change in unrealized gain on available-for-sale

securities, net of tax and reclassification adjustments

Balance, end of period
Total shareholders' equity

Sce accompanying Notes to Consolidated Financial Statements.

Forthe Year Ended December 31,
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2011
Shares Amount Shares Amount
(in thousands, except share data)
17,796 89 13,807 $ 69
- - (13,807) (69)
- - 17,796 89
17,796 89 17,796 $ 89
17,707 $ 13,534
- (13,534)
- 17,707
17,707 $ 17,707
2,770,653 13,853 2,757,803 $ 13,789
- - 800 4
- (13,826) - -
1,812,933 18 - -
2,395,808 24 - -
26,514 - 12,050 60
137,873 2 - -
7,143,781 71 2,770,653 $ 13,853
19,286 $ 18,963
- 323
13,826 -
20,141 -
25,153 -
305 -
1,446 -
303 -
80,460 $ 19,286
2,618 $ 688
2,235 2,607
(178) 473)
- (204)
(1,448) -
&) -
3,226 $ 2,618
(76) $ 921)
43 845
(33) $ (76)
101,520 $ 53,477



WashingtonFirst Bankshares, Inc.
Consolidated Statements of Cash Flows
Years ended December 31, 2012 and 2011

For the Year Ended December 31,

2012 2011

(in thousands)
Cash flows from operating activitics:

Net income $ 2,235 $ 2,607
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation 776 455
(Gain on sale of available-for-salc investment sceuritics - (12)
Gain on sale of other real estate owned (73) (16)
Provision for loan losscs 3,225 2,301
Write-down of other real estate owned 308 -
l'arnings on bank-owned life insurance (10) -
(ain on acquisition of Alliance (2,497) -
Deferred income taxes (790) -
Discount on available-for-sale investment securities 461 324
Stock based compensation 303 319
Net change in:
Interest reccivable (1,702) (327)
Other assets 1,244 1,592
Interest payable 1,536 (172)
Other liabilities 374 1,069
Net cash provided by operating activities 5,390 8,140
Cash flows from investing activitics:
Net cash received in Alliance acquisition 115,452 -
Purchase of available-for-sale securities (18,378) (26,096)
Proceeds from paydowns, maturities and call of available-for-sale securities 15,474 15,602
Net increase in loans (68,532) (91,299)
Purchase of bank-owned life insurance (5,000) -
Net (increase)/decrease in FHIB stock (1,276) 299
Purchases of CBB (200) -
Proceeds fromsale of real estate owned 923 -
Purchases of premises and equipment, net (771) (630)
Net cash provided by/(used in) investing activities 37,686 (102,124)
Cash flows from financing activities:
Net increase in deposits 93,523 125,183
Net decrease in FHI.B advances (12,500) (8,500)
Net increase in other borrowings 259 -
Net increase in subordinated debt 2,530 -
Proceeds fromissuance of common stock, net 25,177 8
Procceds fromissuance of preferred stock, net - 3,838
Dividends paid - cash portion for fractional shares on 5% dividend (hH -
Preferred stock dividends paid (178) (473)
Net cash provided by financing activitics 108,810 120,056
Net increase in cash and cash equivalents 151,886 26,072
Cash and cash equivalents at beginning of period 72,321 46,249
Cash and cash equivalents at end of period $ 224,207 $ 72,321

See accompanying Notes to Consolidated Financial Statements.
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WashingtonFirst Bankshares, Inc.
Notes to the Consolidated Financial Statements
Years Ended December 31, 2012 and 2011

1. ORGANIZATION

WashingtonFirst Bankshares Inc. (“WashingtonFirst” or the “Company”) was organized in 2009 under the laws of the
Commonwealth of Virginia as a bank holding company. WashingtonFirst is the parent company of WashingtonFirst Bank (the
“Bank”), which was organized in 2004 under the laws of Washington, D.C. to operate as a commercial bank. In 2007,
WashingtonFirst Bank converted its charter to the Commonwealth of Virginia. WashingtonFirst Bank is headquartered in Reston,
Virginia and serves the greater Washington, D.C. metropolitan area. WashingtonFirst’s primary market is significantly impacted by
the federal government, and is characterized by a highly educated work force, a diverse economy and a median household income
that is one of the highest in the nation.

On December 21, 2012, WashingtonFirst completed its acquisition of Alliance Bankshares Corporation (“Alliance”), and Alliance’s
wholly owned bank subsidiary Alliance Bank Corporation (“Alliance Bank™). For more information regarding the acquisition of
Alliance, see Note 3 — Acquisition of Alliance Bankshares Corporation.

2. SIGNIFICANT ACCOUNTING POLICIES

The accounting and reporting policies of WashingtonFirst conform with accounting principles generally accepted in the United States
of America ("generally accepted accounting principles" or "GAAP"). The preparation of consolidated financial statements in
conformity with generally accepted accounting principles requires management to make certain estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosures of contingent assets and liabilities (including, but not limited to, the
allowance for loan losses, reserve for losses, other-than-temporary impairment of investment securities and fair value measurements)
as of the date of the consolidated financial statements and the reported amounts of income and expenses during the reporting period.
Actual results could differ from those estimates. The following are the significant accounting policies that WashingtonFirst follows in
preparing and presenting its consolidated financial statements:

(a) Basis of Presentation

The accompanying consolidated financial statements include the accounts of WashingtonFirst Bank Shares, Incorporated and its
wholly-owned subsidiary WashingtonFirst Bank. All significant inter-company accounts and transactions have been eliminated in
consolidation. The accounting and reporting policies of the Company conform to accounting principles generally accepted in the
United States of America and to predominant practices within the banking industry.

(b) Cash and Cash Equivalents and Statements of Cash Flows

For purposes of the statements of cash flows, cash and cash equivalents consists of cash and due from banks, interest bearing balances
and federal funds sold. The Bank maintains deposits with other commercial banks in amounts that may exceed federal deposit
insurance coverage. Management regularly evaluates the credit risk associated with these transactions and believes that the Bank is
not exposed to any significant credit risks on cash and cash equivalents. The Bank is required to maintain certain average reserve
balances with the Federal Reserve Bank of Richmond. Those balances include usable vault cash and amounts on deposit with the
Federal Reserve Bank of Richmond. The Bank had no compensating balance requirements or required cash reserves with
correspondent banks as of December 31, 2012.

The Bank maintains interest bearing balances at other banks to help ensure sufficient liquidity and provide additional return versus
overnight Federal Funds. These balances are time deposits in FDIC insured institutions. All balances are fully insured by the FDIC.
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The following table sets forth information regarding certain cash and non-cash transactions for the years ended December 31, 2012
and 2011:

I'or the Year Ended December 31,
2012 2011

(in thousands)

Cash paid during the period for:

Interest paid on interest-bearing deposits $ 4,193 $ 4,105

Income taxes paid 2,152 1,350
Non-cash activity:

Loans converted into other real estate owned 1,511 1

Non-cash activity resulting fromacquisition of Alliance:
Common shares issued:

Common shares issued (1,812,933 shares) 20,160 -
Assets acquired:
Cash and cash equivalents 121,228 -
Investment securities 74,750 -
f.oans, net of unearned income 268,294 -
Premises and cquipment, net 813 -
Deferred income taxes 9,174 -
Core deposit tangible 430 -
Other real estatc owned 2,326 -
Other assets 6,326 -
Liabilities assumed:
Deposits 400,136 -
FHIB advances 28,976 -
Other borrowings 21,626 -
Other liabilitics 4,170 -

(c) Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates. Material estimates that are particularly susceptible to significant
change in the near term relate to the determination of the allowance for loan losses, the fair values and impairments of financial
instruments, the status of contingencies and the valuation of deferred tax assets and goodwill.

(d) Investment Securities

The Bank maintains an investment securities portfolio to help ensure sufficient liquidity and provide additional return versus
overnight Federal Funds and interest bearing balances. Securities that management has both the positive intent and ability to hold to
maturity are classified as “held to maturity” and are recorded at amortized cost. Securities not classified as held to maturity, including
equity securities with readily determinable fair values, are classified as “available-for-sale” and recorded at fair value, with unrealized
gains and losses excluded from earnings and reported in other comprehensive income.

Purchase premiums and discounts are recognized in interest income using the interest method over the terms of the securities.
Declines in the fair value of held to maturity and available-for-sale securities below their cost that are deemed to be other

than temporary are reflected in earnings as realized losses. Gains and losses on the sale of securities are recorded on the trade date
and are determined using the specific identification method. All securities were classified as available-for-sale at December 31, 2012
and 2011.

The estimated fair value of the portfolio fluctuates due to changes in market interest rates and other factors. Securities are monitored

to determine whether a decline in their value is other-than-temporary. Management evaluates the investment portfolio on a quarterly
basis to determine the collectability of amounts due per the contractual terms of the investment security.
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(e) Other-than-Temporary Impairments

The Company evaluates all securities in its investment portfolio for other- than-temporary impairments. A security is generally
defined to be impaired if the carrying value of such security exceeds its estimated fair value. Based on the provisions of ASC 320, a
security is considered to be other-than- temporarily impaired if the present value of cash flows expected to be collected is less than the
security’s amortized cost basis (the difference being defined as the credit loss) or if the fair value of the security is less than the
securities amortized cost basis and the investor intends, or more-likely-than-not will be required to sell the security before recovery of
the security’s amortized cost basis. The charge to earnings is limited to the amount of credit loss if the investor does not intend, and is
more-likely-than-not that it will not be required, to sell the security before recovery of the security’s amortized cost basis. Any
remaining difference between fair value and amortized cost is recognized in other comprehensive income, net of applicable taxes. In
certain instances, as a result of the other-than-temporary impairment analysis, the recognition or accrual of interest will be
discontinued and the security will be placed on non-accrual status.

(f) Equity Securities

Restricted stock, such as FHLB stock and Bankers’ Bank (correspondence banks) stock, is carried at cost. As a member of the Federal
Home Loan Bank of Atlanta (FHLB), the Bank is required to purchase and maintain stock in the FHLB in an amount equal to

4.5 percent of aggregate outstanding advances in addition to the membership stock requirement of 0.2 percent of the Bank’s total
assets. Unlike other types of stock, FHLB stock and Banker’s Bank stock is acquired primarily for the right to receive advances and
loan participations rather than for the purpose of maximizing dividends or stock growth. No ready market exists for the FHLB stock
and Bankers’ Bank stock, and they have no quoted market value.

(g) Loans

The Company grants commercial, real estate, and consumer loans to customers in the community in greater Washington, DC
Metropolitan area. The loan portfolio is well diversified and generally is collateralized by assets of the customers. The loans are
expected to be repaid from cash flow or proceeds from the sale of selected assets of the borrowers. The ability of the Company’s
debtors to honor their loan contracts is dependent upon the real estate and general economic conditions in the Company’s market area.
Loans that management has the intent and ability to hold for the foreseeable future or until maturity or pay-off generally are reported
at their outstanding unpaid principal balances less the allowance for loan losses, and any deferred fees or costs on originated loans.
Interest income is accrued on the unpaid principal balance. Loan origination fees, net of certain direct origination costs, are deferred
and recognized as an adjustment of the related loan yield using the interest method. The accrual of interest on mortgage and
commercial loans is discontinued at the time the loan is 90 days delinquent unless the credit is well-secured and in process of
collection. Consumer loans and other loans are typically charged off no later than 180 days past due. In all cases, loans are placed on
non-accrual or charged-off at an earlier date if collection of principal or interest is considered doubtful. All interest accrued but not
collected for loans that are placed on non-accrual or charged-off is reversed against interest income. The interest on these loans is
accounted for on the cash-basis or cost-recovery method, until qualifying for return to accrual. Loans are returned to accrual status
when all of the principal and interest amounts contractually due are brought current and future payments are reasonably assured.

(hy Allowance for Loan Losses

The allowance for loan losses is an estimate of the losses that may be sustained in our loan portfolio. The allowance is based on two
basic principles of accounting: (i) ASC 450-10, which requires that losses be accrued when they are probable of occurring and
estimable and (i) ASC 310-10, Accounting by Creditors for Impairment of a Loan, which requires that losses be accrued based on the
differences between the value of collateral, present value of future cash flows or values that are observable in the secondary market
and the loan balance.

An allowance is established as losses are estimated to have occurred through a provision for loan losses charged to earnings. Loan
losses are charged against the allowance when management believes the uncollectibility of a loan balance is confirmed. Subsequent
recoveries, if any, are credited to the allowance. The allowance represents an amount that, in management’s judgments will be
adequate to absorb any losses on existing loans that may become uncollectible. Management’s judgment in determining the adequacy
of the allowance is based on evaluations of the collectibility of loans while taking into consideration such factors as changes in the
nature and volume of the loan portfolio, current economic conditions which may affect a borrower’s ability to repay, overall portfolio
quality, and review of specific potential losses. This evaluation is inherently subjective, as it requires estimates that are susceptible to
significant revision as more information becomes available. The allowance consists of specific, general and unallocated components.
The specific component relates to loans that are classified as doubtful, substandard or special mention. The general component covers
non-classified loans and is based on historical loss experience adjusted for qualitative factors. An unallocated component is
maintained to cover uncertainties that could affect management’s estimate of probable losses. The unallocated component of the
allowance reflects the margin of imprecision inherent in the underlying assumptions used in the methodologies for estimating specific
and general losses in the portfolio.
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For such loans that are classified as impaired, an allowance is established when the discounted cash flows (or collateral value or
observable market price) of the impaired loan is lower than the carrying value of that loan. A loan is considered impaired when,
based on current information and events, it is probable that the Bank will be unable to collect the scheduled payments of principal or
interest when due according to the contractual terms of the loan agreement. Factors considered by management in determining
impairment include payment status, collateral value, and the probability of collecting scheduled principal and interest payments when
due. Loans that experience insignificant payment delays and payment shortfalls generally are not classified as impaired.
Management determines the significance of payment delays and payment shortfalls on a case-by-case basis, taking into consideration
all of the circumstances surrounding the loan and the borrower, including the length of the delay, the reasons for the delay, the
borrower’s prior payment record, and the amount of the shortfall in relation to the principal and interest owed. Impairment is
measured on a loan by loan basis for commercial and construction loans by either the present value of the expected future cash flows
discounted at the loan’s effective interest rate, the loan’s obtainable market price, or the fair value of the collateral if the loan is
collateral dependent. Large groups of smaller balance homogeneous loans are collectively evaluated for impairment. Accordingly,
the Bank does not separately identify individual consumer loans for impairment disclosures.

(i) Premises and Equipment

Premises and equipment are stated at cost less accumulated depreciation. Premises and equipment are depreciated over their
estimated useful lives; leasehold improvements are amortized over the lives of the respective leases or the estimated useful life of the
leasehold improvement, whichever is less. Depreciation is computed using the straight-line method over the lesser of the estimated
useful life or the remaining term of the lease for leasehold improvements; and 3 to 15 years for furniture, fixtures, and equipment.
Costs of maintenance and repairs are expensed as incurred; improvements and betterments are capitalized. When items are retired or
otherwise disposed of, the related costs and accumulated depreciation are removed from the accounts and any resulting gains or losses
are included in the determination of net income.

(J)) Leases

The Bank leases certain buildings under operating leases with terms greater than one year and with minimum lease payments
associated with these agreements. Rent expense is recognized on a straight-line basis over the expected lease term in accordance with
ASC 840. Within the provisions of certain leases, there are predetermined fixed escalations of the minimum rental payments over the
base lease term (none of the leases contain lease concessions, including capital improvement funding, or contingent rental clauses).
The effects of the escalations have been reflected in rent expense on a straight-line basis over the lease term, and the difference
between the recognized rental expense and the amounts payable under the lease is recorded as deferred lease payments. The
amortization period for leasehold improvements is the term used in calculating straight-line rent expense or their estimated economic
life, whichever is shorter.

(k) Other Real Estate Owned

Real estate properties acquired through loan foreclosures are recorded initially at fair value, less expected sales costs. Subsequent
valuations are performed by management, and the carrying amount of a property is adjusted by a charge to expense to reflect any
subsequent declines in estimated fair value. Fair value estimates are based on recent appraisals and current market conditions. Gains
or losses on sales of real estate owned are recognized upon disposition.

() Income Taxes

The provision for income taxes is based on the results of operations, adjusted primarily for tax-exempt income. Certain items of
income and expense are reported in different periods for financial reporting and tax return purposes. Deferred tax assets and liabilities
are determined based on the differences between the consolidated financial statement and income tax basis of assets and liabilities
measured by using the enacted tax rates and laws expected to be in effect when the timing differences are expected to reverse.
Deferred tax expense or benefit is based on the difference between deferred tax asset or liability from period to period. In assessing
the realizability of deferred tax assets, management considers whether it is more likely than not that some portion or all of the deferred
tax assets will not be realized. The ultimate realization of deferred tax assets is dependent upon the generation of future taxable
income during the periods in which those temporary differences become deductible. Management considers the scheduled reversal of
deferred tax liabilities, the projected future taxable income and tax planning strategies in making this assessment. A valuation
allowance, if needed, reduces deferred tax assets to the amount expected to be realized. A tax position is recognized as a benefit only
if it is “more likely than not” that the tax position would be sustained in a tax examination, with a tax examination being presumed to
occur. The amount recognized is the largest amount of tax benefit that is greater than 50 percent likely of being realized on
examination. For tax positions not meeting the “more likely than not” test, no tax benefit is recorded.

The Company and the Bank are subject to U.S. federal income tax and Commonwealth of Virginia tax. The Company is no longer
subject to examination by Federal or State taxing authorities for the years before 2008. At December 31, 2012 and
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December 31, 2011 the Company did not have any unrecognized tax benefits. The Company does not expect the amount of any
unrecognized tax benefits to significantly increase in the next twelve months. The Company recognizes interest related to income tax
matters as interest expense and penalties related to income tax matters as other noninterest expense. At December 31, 2012 and
December 31, 2011, the Company does not have any amounts accrued for interest and/or penalties.

(m) Stock-Based Compensation Plans

Under ASC 718, Compensation- Stock Compensation, the Company recognizes compensation costs related to share-based payment
transactions to be recognized in the financial statements over the period that an employee provides services in exchange for the award.
Compensation cost is measured based on the fair value of the equity instrument issued at the date of grant.

(n) Valuation of Long-Lived Assets

The Company accounts for the valuation of long-lived assets under ASC 205-20, which requires that long-lived assets and certain
identifiable intangible assets be reviewed for impairment whenever events or changes in circumstances indicate that the carrying
amount of an asset may not be recoverable. Recoverability of the long-lived asset is measured by a comparison of the carrying
amount of the asset to future undiscounted net cash flows expected to be generated by the asset. 1f such assets are considered to be
impaired, the impairment to be recognized is measured by the amount by which the carrying amount of the assets exceeds the
estimated fair value of the assets. Assets to be disposed of are reportable at the lower of the carrying amount or the fair value, less
costs to sell.

(o) Transfer of Financial Assets

Transfers of financial assets are accounted for as sales when control over the assets has been surrendered. Control over transferred
assets is deemed to be surrendered when 1) the assets have been isolated from the Company, 2) the transferee obtains the right (free of
conditions that constrain it from taking advantage of that right) to pledge or exchange the transferred assets, and 3) the Company does
not maintain effective control over the transferred assets through an agreement to repurchase them before their maturity.

(p) Earnings Per Common Share

Basic earnings (loss) per common share is computed by dividing net income (loss) applicable to common shares by the weighted
average number of common shares outstanding, which includes both voting and non-voting common shares outstanding. Diluted
earnings (loss) per common share is computed by dividing applicable net income (loss) by the weighted average number of common
shares outstanding and any dilutive potential common shares and dilutive stock options. It is assumed that all dilutive stock options
are exercised at the beginning of each period and that the proceeds are used to purchase shares of the Company’s common stock at the
average market price during the period. Per share information has been retroactively adjusted to give effect to a 5 percent stock
dividend that occurred subsequent to year end.

(q) Goodwill

Goodwill represents the excess of purchase price over fair value of net assets and liabilities acquired. Under ASC 350-10 (formerly
known as SFAS 142 “Goodwill and Other Intangible Assets™), goodwill is not amortized over an estimated life, but rather it is
evaluated at least annually for impairment by comparing its fair value with its recorded amount and is written down when appropriate.
Projected net operating cash flows are compared to the carrying amount of the goodwill recorded and if the estimated net operating
cash flows are less than the carrying amount, a loss is recognized to reduce the carrying amount to fair value. There was no
impairment of goodwill in 2012 or 2011. For more information regarding Goodwill see Note 10—Intangible Assets.

(r) Recent Accounting Pronouncements

In April 2011, the FASB amended existing guidance to assist creditors in determining whether a modification of the terms of a
receivable meets the definition of a troubled debt restructuring (“TDR™). The guidance does not change previous standards that a
restructuring of debt constitutes a TDR “if the creditor for economic or legal reasons related to the debtor’s financial difficulties grants
a concession to the debtor that it would not otherwise consider,” but provides clarification on determining whether a debtor is in
financial difficulty and if a concession was granted. The guidance is effective for interim and annual periods beginning on or after
June 15, 2011, and should be applied retrospectively to restructurings occurring on or after the beginning of the fiscal year of
adoption. The adoption of this guidance did not have a material effect on the Corporation’s consolidated financial statements or results
of operations.

In April 2011, the FASB issued ASU No. 2011-03, “Transfers and Servicing (Topic 860): Reconsideration of Effective Control for
Repurchase Agreements”. The guidance simplifies the accounting for financial assets transferred under repurchase agreements and
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similar arrangements and increases the number of transfers to be accounted for as secured borrowings as opposed to sales. The
amended guidance is effective prospectively for new transfers and existing transactions modified as of the first interim or annual
period beginning on or after December 15, 201 1. Repurchase agreements are offered through a commercial banking sweep product as
a short-term investment opportunity for customers. All such arrangements are considered typical of the banking industry and are
accounted for as borrowings. The Corporation adopted this guidance beginning with first quarter 2012 financial reporting; there was
no material impact upon adoption.

In May 2011, the FASB issued ASU No. 2011-04, “Fair Value Measurement (Topic 820): Amendments to Achieve Common Fair
Value Measurement and Disclosure Requirements in U.S. GAAP and IFRSs”. The Corporation will adopt ASU 2011-04, which
generally aligns the principles of fair value measurements with International Financial Reporting Standards (IFRSs), in its
consolidated financial statements in the first quarter 2012. The provisions of ASU 2011-04 clarify the application of existing fair value
measurement requirements, and expand the disclosure requirements for fair value measurements. While the provisions of ASU 201 1-
04 will increase the Corporation’s fair value disclosures the Corporation does not expect the adoption of ASU 2011-04 to have a
material effect on the Corporation’s financial condition and results of operations.

In June 2011, the FASB issued ASU No. 2011-5, “Presentation of Comprehensive Income” (Topic 220): This update amended
existing guidance relating to presentation of other comprehensive income in a convergence effort with international accounting
standards. This guidance eliminates the option to present the components of comprehensive income as a part of the statement of
changes in stockholders’ equity and requires a consecutive presentation of net income and other comprehensive income, and a
reconciliation of the components of other comprehensive income. Similar to the requirements of existing guidance, entities are
required to present on the face of the financial statements reclassification adjustments for items that are reclassified from other
comprehensive income to net income in the statements where the components of net income and other comprehensive income are
presented. Although portions of this update related to the reclassification of adjustments out of other comprehensive income were
deferred in December 2011, the amendments in this guidance should be applied retrospectively and are effective for fiscal years, and
interim periods within those years, beginning after December 15, 2011. Early adoption is permitted and the amendments do not
require any transition disclosures. The adoption of this guidance did not have a material effect on the Corporation’s consolidated
financial statements or results of operations.

In December 2011, the FASB issued ASU No. 2011-11, “Balance Sheet (Topic 210): Disclosures about Offsetting Assets and
Liabilities”. This guidance eliminates offsetting of financial instruments disclosure differences between GAAP and IFRS. New
disclosures will be required for recognized financial instruments, such as derivatives, repurchase agreements, and reverse repurchase
agreements, that are either (1) offset on the balance sheet in accordance with the FASB’s offsetting guidance or (2) subject to an
enforceable master netting arrangement or similar agreement, regardless of whether they are offset in accordance with the FASB’s
offsetting guidance. The objective of the new disclosure requirements is to enable users of the financial statements to evaluate the
effect or potential effect of netting arrangements on an entity’s financial position, including the effect or potential effect of rights of
setoff associated with certain financial instruments and derivative instruments. This amended guidance will be applied retrospectively
and is effective for fiscal years, and interim periods within those years, beginning on or after January 1, 2013. The adoption of this
guidance, which involves disclosure only, will not impact the Corporation’s consolidated financial position, results of operations, or
cash flows.

In July 2012, the FASB issued ASU 2012-02, “Intangibles — Goodwill and Other (Topic 350): Testing Indefinite-Lived Intangible
Assets for Impairment” which is related to the impairment of indefinite-lived intangible assets. The guidance simplifies how entities
test indefinite-lived intangible assets, other than goodwill, and is similar to the new qualitative impairment test for goodwill. The
guidance allows entities to elect to first perform qualitative tests to determine the likelihood that the indefinite-lived intangible asset’s
fair value is less than its carrying value. If it is determined that it is more likely than not that the fair value of the indefinite-lived
intangible asset is less than its carrying amount, the entity would then perform the first step of the goodwill impairment test. The
guidance is effective for annual and interim impairment tests performed for fiscal years beginning after September 15, 2012. The
adoption of this guidance is not expected to have a material impact to the consolidated financial statements.

In February 2013, the FASB issued ASU 2013-02, “Comprehensive Income: Reporting of Amounts Reclassified out of Accumulated
Other Comprehensive Income”. ASU 2013-02 requires an entity to report the effect of significant reclassifications out of accumulated
other comprehensive income on the respective line items in net income if the amount being reclassified is required under U.S. GAAP
to be reclassified in its entirety to net income. For other amounts that are not required under U.S. GAAP to be reclassified in their
entirety to net income in the same reporting period, an entity is required to cross-reference other disclosures required under U.S.
GAAP that provide additional detail about those amounts. ASU 2013-02 does not change the current requirements for reporting net
income or other comprehensive income in financial statements. The provisions of ASU 2013-02 are effective for periods beginning
after December 15, 2012, with prospective application to transactions or modifications of existing transactions that occur on or after
the effective date. Upon adoption of the provisions of ASU 2013-02 on January 1, 2013, the Corporation will revise its financial
statements and disclosures accordingly.
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(s) Reclassifications
Certain reclassifications of prior year information were made to conform to the 2012 presentation.
3. ACQUISITION OF ALLIANCE BANKSHARES CORPORATION

On December 21, 2012, the Company completed its acquisition of Alliance pursuant to the Agreement and Plan of Reorganization,
dated May 3, 2012, as amended, between the Company and Alliance (the “merger agreement”). Alliance was headquartered in
Chantilly, Virginia, and engaged in banking operations through its subsidiary bank, Alliance Bank. The merger expanded
WashingtonFirst’s presence in the greater Washington, D.C. metropolitan area with five additional branches to give WashingtonFirst
15 branch locations.

As a Pursuant to the terms of the merger agreement, as a result of the merger, the holders of shares of Alliance common stock
received, at their election, either 0.4435 shares of the Company’s common stock or cash in the amount of $5.30 for each share of
Alliance common stock owned by them, provided that cash elections were limited to 20 percent of all of the shares of Alliance
common stock outstanding. Because the holders of Alliance common stock collectively elected to receive cash for more than

20 percent of the Alliance common stock outstanding, the cash elections were subject to proration in accordance with the terms of the
merger agreement.

As a condition of the merger agreement of WashingtonFirst and Alliance, WashingtonFirst agreed to raise at least $20.0 million of
qualifying regulatory capital. Consequently, in connection with the merger and pursuant to private placements of its common stock
and Series A non-voting common stock, the Company generated aggregate gross proceeds of approximately $27.1 million new equity
capital from individual and institutional investors. Participants in the private placements purchased the Company’s common stock and
Series A non-voting common stock at $11.30 per share, which represented the pro forma tangible book value of the Company’s
common stock immediately after the consummation of the merger, as calculated in accordance with the investment agreements with
the private placement participants. The private placements resulted in the issuance of 1,351,656 shares of the Company’s common
stock and 1,044,152 shares of the Company’s Series A non-voting common stock.

The acquisition with Alliance was accounted for using the acquisition method of accounting and, accordingly, assets acquired,
liabilities assumed and consideration paid were recorded at their estimated fair values as of the merger date. The excess of fair value
of net assets acquired over consideration paid was recorded as a gain on acquisition of $2.5 million. The Company also recorded
$0.4 million in core deposit intangibles which will be amortized over nine years using a declining balance method.
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In connection with the merger, the consideration paid, and the fair value of identifiable assets acquired and liabilities assumed as of
the acquisition date are summarized in the following table:

Bargain Purchasc Gain on Acquisition of Alliance
Amount
(in thousands)

Consideration paid:

Common sharcs issucd (1,812,933 shares) $ 20,160
Cash paid to shareholders 5,597
Fair valuc of options 179

Valuc of consideration 25,936

Assets acquired:

Cash and cash equivalents 121,228
Investment securities 74,750
[oans, net of unearned income 268,294
Premises and equipment, net 813
Deferred income taxes 9,174
Core deposit tangible 430
Other real estate owned 2,326
Othcer assets 6,326

Total assets 483,341

Liabilities assumed:

Deposits 400,136
FHI.B advances 28,976
Other borrowings 21,626
Other liabilities 4,170
Total liabilities 454,908
Net assets acquired 28,433

Bargain purchase gain

$ (2,497)

In many cases, the fair values of assets acquired and liabilities assumed were determined by estimating the cash flows expected to
result from those assets and liabilities and discounting them at appropriate market rates. The most significant category of assets for
which this procedure was used was that of acquired loans. The Company acquired the $268.3 million loan portfolio. The excess of
expected cash flows above the fair value of the performing portion of loans will be accreted to interest income over the remaining
lives of the loans in accordance with FASB Accounting Standards Codification (* ASC”) 310-20 (formerly SFAS 91).

Certain loans, those for which specific credit-related deterioration since origination was identified, are recorded at fair value, reflecting
the present value of the amounts expected to be collected. Income recognition on these loans is based on reasonable expectation about
the timing and amount of cash flows to be collected. Acquired loans deemed impaired and considered collateral dependent, with the
timing of the sale of loan collateral indeterminate, remain on non-accrual status and have no accretable yield.

The following tables details the acquired loans that are accounted for in accordance with FASB ASC 310-30 as of December 21, 2012:

Amount
(in thousands)
Contractually required principal and interest at acquisition $ 351,646
Contractual cash flows not expected to be collected (nonaccretable difference) 39,655
Expected cash flows at acquisition 311,991
Interest component of expected cash flows (accretable discount) 43,697
Fair value of acquired loans accounted for under FASB ASC 310-30 $ 268,294
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In accordance with U.S. GAAP, there was no carryover of the allowance for loan losses that had been previously recorded by
Alliance.

In connection with the merger with Alliance, the Company acquired an investment portfolio with a fair value of $74.8 million. The
fair value of the investment portfolio was determined by taking into account market prices obtained from independent valuation
sources.

In connection with the merger with Alliance, the Company recorded a deferred income tax asset of $9.2 million related to Alliance’s
valuation allowance on foreclosed real estate and bad debt expenses, as well as other tax attributes of the acquired company, along
with the effects of fair value adjustments resulting from applying the acquisition method of accounting.

In connection with the merger with Alliance, the Company acquired other real estate owned with a fair value of $2.3 million. Other
real estate owned was measured at fair value less cost to sell.

In connection with the merger with Alliance, the Company acquired premises and equipment with a fair value of $0.8 million.
Property appraisals for all owned locations were obtained. The fair value adjustment will be amortized as expense over the remaining
lives of the properties. The Company also acquired several lease obligations in connection with the merger. The unfavorable lease
position will be amortized over the remaining lives of the leases.

The fair value of savings and transaction deposit accounts acquired from Alliance was assumed to approximate their carrying value as
these accounts have no stated maturity and are payable on demand. Certificates of deposit accounts were valued by comparing the
contractual cost of the portfolio to an identical portfolio bearing current market rates. The portfolio was segregated into pools based
on segments: retail, individual retirement accounts brokered, and Certificate of Deposit Account Registry Service (often referred to as
CDARs). For each segment, the projected cash flows from maturing certificates were then calculated based on contractual rates and
prevailing market rates. The valuation adjustment for each segment is equal to the present value of the difference of these two cash
flows, discounted at the assumed market rate for a certificate with a corresponding maturity. This valuation adjustment will be
accreted to reduce interest expense over the remaining maturities of the respective pools.

The fair value of the Federal Home Loan Bank of Atlanta (“FHLB”) advances was determined based on the discounted cash flows of
future payments. This adjustment to the face value of the borrowings will be amortized to increase interest expense over the
remaining lives of the respective borrowings.

The fair value of junior subordinated debentures (Other Borrowings) was determined based on the fair value of similar debt or equity
instruments with reasonably comparable terms. This adjustment to the face value of the borrowings will be amortized to increase
interest expense over the remaining lives of the respective borrowings.

Direct costs related to the acquisition were expensed as incurred. During 2012, the Company incurred $1.2 million in net one-time
merger and acquisition integration expenses related to its acquisition of Alliance Bankshares.

4. CASH AND DUE FROM BANK BALANCES

Regulation D of the Federal Reserve Act requires that banks maintain noninterest reserve balance with the Federal Reserve Bank
based principally on the type and amount of their deposits. During 2012, the Bank maintained balances at the Federal Reserve (in
addition to vault cash) to meet the reserve requirements as well as balances to partially compensate for services provided by the
Federal Reserve Bank. The Bank has an interest bearing account with the Federal Home Loan Bank and maintains eight non-interest
bearing accounts with domestic correspondents to off-set the cost of services they provide to the Bank for maintaining an account
with them. In addition, the Bank has $11.0 million in short term investments in the form of certificates of deposits with FDIC insured
banks. All balances were fully FDIC insured as of December 31, 2012 and 201 1.
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5. INVESTMENT SECURITIES

The following tables present the amortized cost and fair values of WashingtonFirst’s available-for-sale investment securities as of

December 31, 2012 and 2011:

December 31, 2012

Available-for-Sale Securities

Amortized Unrealized Unrealized Estimated Fair
Cost Gains Losses Value
(in thousands)
U.S. Treasuries $ 5,000 $ - $ - $ 5,000
U.S. Government Agencies 26,208 372 (10) 26,570
Mortgage Back Securities 25,708 292 41 25,959
Collateralized Mortgage Obligations 56,184 109 (34) 56,259
Asset-Backed Debt Securities 2,589 - (2,483) 106
Municipal Securities 19,514 1,190 - 20,704
Total available-for-sale securitics $ 135,203 $ 1,963 $ (2,568)  $ 134,598
December 31, 2011
Available-for-Sale Sccurities
Amortized Unrealized Unrealized Estimated Fair
Cost Gains Losses Value
(in thousands)
U.S. Government Agencies $ 24,030 $ 576 $ - $ 24,606
Mortgage Back Securitics 12,932 258 (1 13,179
Collateralized Mortgage Obligations 7,823 69 - 7,892
Assct-Backed Debt Securities 2.548 - (2,480) 68
Municipal Securities 10,678 915 ) 11,591
Total available-for-sale securities $ 58,011 $ 1,818 $ (2,493) $ 57,336

WashingtonFirst did not recognize in earnings any other-than-temporary impairment losses on available-for-sale investment securities
during 2012 or 2011. During 2012 and 2011, WashingtonFirst received proceeds of $40,000 and $12.1 million from the call or sale of
securities from its available-for-sale investment portfolio, respectively. These call or sales resulted in immaterial losses in 2012 of less
than $1,000 and gross realized gains of $48,000 and gross realized losses of $36,000 in 2011.

As of December 31, 2012 and 2011, unrealized losses on available-for-sale securities were as follows:

U.S. Government Agencics

Mortgage Back Securities

Collateralized Mortgage Obligations

Asset-Backed Debt Securitics

Total
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December 31, 2012

Available-for-Sale Securities

Unrealized loss position for

less than 12 months

Unrealized loss position for

more than 12 months

Unrealized Unrealized
Fair Valuc Loss Fair Value Loss
(in thousands)

$ 1,987 $ (10 3 - $ -

13,204 41 - -

16,562 34) - -
- - 106 (2,483)
$ 31,753 $ (85  $ 106 $ (2,483)




December 31, 2011

Available-for-Sale Securities

Unrealized loss position for Unrealized loss position for
less than 12 months more than 12 months
Unrealized Unrealized
Fair Value Loss Fair Value Loss
(in thousands)

U.S. Government Agencies $ - $ - $ - $ -
Mortgage Back Securities 2,890 (1) - -
Assct-Backed Debt Securities - - 68 (2,480)
Municipal Securities 527 ) - -
Total $ 3,417 $ (13 8 68 $ (2,480)

The temporary unrealized losses presented above are principally due to a general widening of credit spreads from the dates of
acquisition to December 31, 2012 and 2011, as applicable. The resulting decreases in fair values reflect an increase in the perceived
risk by the financial markets related to those securities. As of December 31, 2012, all U.S. Government Agencies are AAA rated and
any fluctuations in their fair value are caused by changes in interest rates and are not considered credit related as the contractual cash
flows of these investments are either explicitly or implicitly backed by the full faith and credit of the U.S government. Unrealized
losses that are related to the prevailing interest rate environment will decline over time and recover as these securities approach
maturity. The mortgage-backed securities portfolio at December 31, 2012 is composed of GNMA collateralized mortgage obligations
($56.1 million), or GNMA, FNMA or FHLMC mortgage-backed securities ($25.7 million). Any associated unrealized losses are
caused by changes in interest rates and are not considered credit related as the contractual cash flows of these investments are either
explicitly or implicitly backed by the full faith and credit of the U.S. government. Unrealized losses that are related to the prevailing
interest rate environment will decline over time and recover as these securities approach maturity. In addition, the Company had
$1.2 million in non-agency mortgage backed securities that the company acquired as part of its acquisition of Alliance in December
2012.

As of December 31, 2012 and 2011, two of the securities in loss positions had been in loss positions for more than 12 months and had
a total unrealized loss of $0.1 million and $68,000, respectively. The unrealized losses on those securities are related to the
company’s investment in Trapeza X111 Collateralized Debt Obligation, which is discussed below in greater detail.

The estimated fair value of securities pledged to secure public funds, securities sold under agreements to repurchase and for other
purposes amounted to $86.8 million at December 31, 2012 and $26.0 million at December 31, 2011.

The amortized cost and fair value of investments by remaining contractual maturity for available-for-sale investment securities as of
December 31, 2012 are set forth below. Asset-backed and mortgage-backed securities are included based on their final maturities,
although the actual maturities may differ due to prepayments of the underlying assets or mortgages.

Available-for-Sale Securities
as of December 31, 2012

Amortized
Cost Fair Value
(dollars in thousands)
Due within one ycar $ 15,065 $ 15,135
Due afier one year through five years 14,746 15,265
Due afier five years through ten years 28,198 29,261
Due after ten years 77,194 74,937
Total $ 135,203 $ 134,598

Management reviews the Company’s investment in Trapeza X11I Collateralized Debt Obligation, C-1 credit tranche (the “Trapeza
CDO”), the asset backed securities reported in the financial statements, quarterly, and more frequently when economic or market
conditions warrant such an evaluation, for possible other-than-temporary impairment (“OTTI”) based on guidance in ASC Topic 320
— Investments in Debt and Equity Instruments. In order to determine whether the Trapeza CDO may have suffered impairment,
management of the Company first determines if the market (fair) value of the security is greater than its carrying cost. If the fair value
is determined to be greater than cost, management completes its analysis for anecdotal information, but the investment would not
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considered for potential impairment. If the fair value is less than cost, management of the Company proceeds with its OTTI analysis
to determine whether the variance between fair value and cost is a temporary variance that will be recouped over time or is OTTL

To determine fair value of the Trapeza CDO, as of the end of each relevant reporting period, management of the Company reviews the
monthly reports from the trustee of the Trapeza CDO, which contain information about the security, including collateralization and
interest coverage by tranche, performing and non-performing portfolio securities within the CDO, payment data, and ratings data by
tranche. The monthly trustee reports permit management of the Company to monitor collateralization, changes in deferred interest
and cash flow from underlying issuers and periodic trustee notices on changes in interest deferrals and defaults.

As part of the fair value determination, management of the Company also prepares a separate analysis of the underlying issuers whose
securities comprise the Trapeza CDO, using data obtained from SNL Financial. In addition to the portfolio balance, the report
contains, for each such issuer, total assets, net income, return on average assets, return on average equity, risk based capital ratio, non-
performing assets as a percentage of total assets, loan loss reserves as a percentage of gross loans, and the ratio of the sum of non-
performing assets plus loans 90 days or more past due divided by the sum of tangible equity and loan loss reserve. Management of the
Company reviews its report to ascertain trends in improvement or deterioration of the credit quality of each issuer compromising the
Trapeza CDO (e.g., whether there has been an increase in the number of defaulting or deferring issuers, or whether trends are stable.)

Because the Trapeza CDO is not traded in a recognized market and is a complex structured security, in conducting the OTTI analysis
with respect to the Trapeza CDO, management of the Company incorporates into its analysis an independent assessment by a third-
party specialist. This specialist is retained at year-end and also retained quarterly when management determines, based on its analysis
of changes in the credit quality of the issuers the securities of which comprise the Trapeza CDO, that deterioration in the credit quality
of such issuers may have occurred. The estimated fair value of the Trapeza CDO is calculated by the third party specialist using an
INTEX CDO Deal Model Library, as well as information from Bloomberg, the Federal Deposit Insurance Corporation, the Office of
the Comptroller of the Currency and SNL Financial. The report prepared by management referred to in the preceding paragraph

serves as a preceding internal analysis of the valuation determined by the third party.

Based on these analyses, the Company has determined that the fair market value of the Trapeza CDO is less than its cost. As of
December 31, 2012, the Trapeza CDO has an amortized cost basis of $2.6 million and is valued at $0.1 million.

In determining whether the Trapeza CDO’s impairment is a temporary impairment, management of the Company endeavors to

consider all relevant qualitative and quantitative evidence prescribed by ASC Topic 320, including:

i) the length of time and the extent to which the fair value has been less than cost;
ii) the financial condition and near-term prospects of the issuer;
iii) whether the market decline was affected by macroeconomic conditions; and

iv) whether the Company intends to sell, or more likely than not will be required to sell, the Trapeza CDO before its anticipated

recovery.

In assessing the length of time and the extent to which the fair value has been less than cost, the Company monitors developments
with respect to the Trapeza CDO and the securities comprising it, as well as the structure of the security. When evaluating the
financial condition and near-term prospects of the issuer, the Company considers the financial strength of the issuers comprising the
Trapeza CDO. In this regard, the following table provides certain summary information with respect to the Trapeza CDO and the

underlying issuers within that security for the periods indicated:

December 31,2012

December 31, 2011

Current number of performing and non-performing issuers “Performing; 43 ‘
Deferring interest: 10
Defaulted: 10 i
Actual deferrals and defaults as a percentage of the original collateral Deferral: 13.6%
Defaults: 14.1%
Expected deferrals and defaults as a percentage of the remaining . . Expected new deferrals: 0
performing collateral ' Expected new defaults: 6.3%

Subordination level of the tranche held by the registrant as a percentage of 11.0%
the remaining performing collateral

Subordination level of the tranche held by the registrant plus all superior.  108.30%
tranche levels as a percentage of the remaining performing collateral
External credit ratings (Moody’s / Fitch) Ca/C

76 | WashingtonFIRSTBANKSHARES, INC.

Performing: 44
Deferring interest: 10

Defaulted: 9

Deferral: 15.4%

Defaults: 12.9%

Expected new deferrals: 0
Expected new defaults: 8.2%
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The default and deferral change in percentage is due to the outstanding balances of the asset-backed debt security declining from the
prior period.

In considering the extent of the deficiency, the Company considers whether the deficiency has been affected by macroeconomic
factors applicable to the class generally and not to the Trapeza CDO in particular. Finally, the Company considers whether it intends
to sell, or more likely than not will be required to sell, the Trapeza CDO before its anticipated recovery. The Company has no

intention to sell the Trapeza CDI before its anticipated recovery.

Based on the foregoing analysis by management of the Company, management believes the Trapeza CDO has temporary valuation
differences due to market conditions and no additional OTTI was recorded during the periods ended December 31, 2012 and 201 1.

6. LOANS

The composition of net loans is summarized as follows as of December 31, 2012 and 2011:

As of December 31,

2012 2011
(in thousands)
Construction and development $ 91,586 $ 50,993
Commercial real estate 408,359 231,434
Residential real estate 126,394 40,758
Real estate loans 626,339 323,185
Commercial and industrial 124,670 94,718
Consumer 2,346 2,034
Total loans 753,355 419,937
Less: aliowance for loan losses 6,260 4,932
Net loans $ 747,095 $ 415,005

As of December 31, 2012, $335.0 million of loans were pledged as collateral for FHLB advances.

An aging analysis of the composition of past due loans and non-accrual loans by class of loans, as of December 31, 2012 and 201 |:

As of December 31, 2012

Current 30-59 Days 60-89 Days Non- Total Total
Loans Past Due Past Due Accrual Past Due I oans
(in thousands)

Construction and development  $ 86,745 $ 475 $ 246 $ 4,120 $ 4,841 $ 91,586
Commercial real cstate 397,698 3,630 648 6,383 10,661 408,359
Residential real estate 123,626 678 348 1,742 2,768 126,394
Commercial and industrial 120,685 639 - 3,346 3,985 124,670
Consumer 2,317 - 5 24 29 2,346
Balance at end of period $ 731,071 $ 5,422 $ 1,247 $ 15,615 $ 22,284 $ 753,355

As of December 31, 2011

Current 30-59 Days 60-89 Days Non- Total Total
Loans Past Duc Past Due Accrual Past Due Loans
(in thousands)

Construction and development  $ 49,757 $ 818 $ - $ 418 $ 1,236 $ 50,993
Commercial real estate 223,429 3,147 3,757 1,101 8,005 231,434
Residential real estate 39,799 959 - - 959 40,758
Commercial and industrial 92,692 225 242 1,559 2,026 94,718
Consumer 2,034 - - - - 2,034
Balance at end of period $ 407,711 $ 5,149 $ 3,999 $ 3,078 $ 12,226 $ 419937
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WashingtonFirst segregates loans meeting the criteria for special mention, substandard, doubtful and loss from non-classified, or pass
rated loans. WashingtonFirst reviews the characteristics of each rating at least annually, generally during the first quarter of each year.

The characteristics of these ratings are as follows:

Pass and watch rated loans (risk ratings 1 to 6) are to persons or business entities with an acceptable financial condition, specified
collateral margins, specified cash flow to service the existing loans, and a specified leverage ratio. The borrower has paid all
obligations as agreed and it is expected that the borrower will maintain this type of payment history. Routinely, acceptable personal
guarantors support these loans.

*  Special mention loans (risk rating 7) have a specifically defined weakness in the borrower’s operations and/or the borrower’s
ability to generate positive cash flow on a sustained basis. For example, the borrower’s recent payment history may be
characterized by late payments. WashingtonFirst’s risk exposure to special mention loans is mitigated by collateral
supporting the loan. The collateral is considered to be well-managed, well maintained, accessible and readily marketable.

*  Substandard loans (risk rating 8) are considered to have specifically and well-defined weaknesses that jeopardize the viability
of WashingtonFirst’s credit extension. The payment history for the loan may have been inconsistent and the expected or
projected primary repayment source may be inadequate to service the loan, or the estimated net liquidation value of the
collateral pledged and/or ability of the personal guarantors to pay the loan may not adequately protect WashingtonFirst. For
loans in this category, there is a distinct possibility that WashingtonFirst will sustain some loss if the deficiencies associated
with the loan are not corrected in the near term. A substandard loan would not automatically meet WashingtonFirst’s
definition of an impaired loan unless the loan is significantly past due and the borrower’s performance and financial
condition provide evidence that it is probable WashingtonFirst will be unable to collect all amounts due. Substandard non-
accrual loans have the same characteristics as substandard loans. However these loans have a non-accrual classification
generally because the borrower’s principal or interest payments are 90 days or more past due.

*  Doubtful rated loans (risk rating 9) have all the weakness inherent in a loan that is classified as substandard but with the
added characteristic that the weakness makes collection or liquidation in full highly questionable and improbable based upon

current existing facts, conditions, and values. The possibility of loss related to doubtful rated loans is extremely high.

* Loss (risk rating 10) rated loans are not considered collectible under normal circumstances and there is no realistic
expectation for any future payment on the loan. Loss rated loans are fully charged off.

Internal risk ratings of pass (rating numbers 1 to 5) and watch (rating number 6) are deemed to be unclassified assets. Internal risk
ratings of special mention (rating number 7), substandard (rating number 8), doubtful (rating number 9) and loss (rating number 10)
are deemed to be classified assets.

The risk category of loans was as follows as of the years ended December 31, 2012 and 2011:

As of December 31, 2012

Special
Internal risk rating grades Pass Watch Mention Substandard Doubtful Total
Risk rating number 1to5 6 7 8 9
(in thousands)

Construction and development  $ 80,393 $ 1,547 $ 163 $ 8,588 $ 895 $ 91,586
Commercial real estate 378,001 10,068 12,169 7,022 1,099 408,359
Residential real estate 118,074 3,575 2,220 2,454 71 126,394
Commercial and industrial 111,349 4,128 5,211 2,777 1,205 124,670
Consumer 1,861 278 179 28 - 2,346

Balance at end of period $ 689,678 $ 19,596 $ 19,942 $ 20,869 $ 3,270 $ 753355
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Internal risk rating grades
Risk rating number

Construction and development

Commercial real estate
Residential real estate
Commercial and industrial
Consumer

Balance at end of period

As of December 31, 2011

Special
Pass Watch Mention Substandard Doubtful Total
1to 5 6 7 8 9
(in thousands)

$ 48,606 $ 1,152 $ - $ 1,235 $ - $ 50,993
213,983 1,817 9,613 6,021 - 231,434
39,325 1,291 - 142 - 40,758
83,968 5,635 4,376 739 - 94,718
1,810 224 - - - 2,034
$ 387,692 $ 10,119 $ 13,989 $ 8,137 $ - $ 419,937

The following table presents a breakdown of non-accrual loans as of the years ended December 31, 2012 and 2011:

As of December 31,

2012 2011
(in thousands)
Construction and development  $ 4,120 $ 418
Commercial real estate 6,383 1,101
Residential real estate 1,742 -
Commercial and industrial 3,346 1,559
Consumer 24 -
Total non-accrual loans $ 15,615 $ 3,078

The following table presents information regarding troubled debt restructurings as of the years ended December 31, 2012 and 201 1:

Construction and development
Commercial real estate
Residential real estate
Commercial and industrial
Consumer

Total loans

As of December 31, 2012

As of December 31, 201 |

Pre-Modification Post-Modification

Pre-Modification Post-Modification

Number Outstanding Outstanding Number Outstanding QOutstanding
of Recorded Recorded of Recorded Recorded
Loans Balance Balance loans Balance Balance
(dollars in thousands)
1 $ 545 $ 409 2 $ 476 $ 476
4 3,913 3,913 3 2,608 2,608
8 1,539 1,539 1 142 142
5 274 274 - - -
1 20 20 - - -
19 $ 6,291 $ 6,155 6 $ 3,226 $ 3,226
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According to the accounting standards, not all loan modifications are troubled debt restructurings (TDRs). TDRs are modifications or
renewals where the Company has granted a concession to a borrower in financial distress. The Company reviews all modifications
and renewals for determination of TDR status. In some situations a borrower may be experiencing financial distress, but the Company
does not provide a concession. These modifications are not considered TDRs. In other cases, the Company might provide a
concession, such as a reduction in interest rate, but the borrower is not experiencing financial distress. This could be the case if the
Company is matching a competitor’s interest rate. These modifications would also not be considered TDRs. Finally, any renewals at
existing terms for borrowers not experiencing financial distress would not be considered TDRs. The following table presents loan
information by class regarding TDRs which had payments defaults during the years ended December 31, 2012 and 201 1:

As of December 31, 2012 As of December 31, 2011
Pre-Modification Post-Modification Pre-Modification Post-Modification
Number Qutstanding Outstanding Number Outstanding Qutstanding
of Recorded Recorded of Recorded Recorded
l.oans Balance Balance Loans Balance Balance
(dollars in thousands)

Construction and development 1 $ 545 $ 410 1 $ 573 $ 418
Commercial rcal estate 1 1,691 1,691 1 46 46
Residential real estate 1 725 725 - - -
Commercial and industrial 5 274 274 - - -
Consumer 1 19 19 - -
Total loans 9 $ 3,254 $ 3,119 2 $ 619 $ 464

Non-performing assets were as follows as of December 31, 2012 and 201 1:

As of December 31,

2012 2011
(in thousands)
Non-accrual loans $ 15,615 $ 3,078
Trouble debt restructurings 3,036 3,226
Asset-backed debt securities 106 68
Other real estate owned 3,294 615
Total non-performing loans and assets $ 22,051 $ 6,987

If interest had been earned on the non-accrual loans, interest income would have been approximately $0.1 million during both 2012
and 2011.

7. ALLOWANCE FOR LOAN LOSSES
Changes in the allowance for loan losses were as follows for the years ended December 31, 2012 and 2011:

I'or the Year Ended December 31,

2012 2011
(in thousands)

Balance at beginning of period $ 4,932 $ 3,447
Provision for loan losses 3,225 2,301
Chargce-ofTs (2,086) (852)
Recoveries 189 36

Balance at end of period $ 6,260 $ 4,932
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The following table presents the allocation of allowance for loan losses by segment as of December 31, 2012 and 2011:

Allowance for Loan 1 osses

Construction

and
Development

Commercial Residential Commercial
Real Estate Real Estate and Industrial Consumer Total

Balance as of January 1, 2010 $
Provision for loan losses
Charge-offs
Recoveries

(in thousands)

Balance as of December 31, 2011
Provision for/(release of) loan los
Charge-offs
Recoveries

Balance as of December 31, 2012 $

785 $ 1,049 $ 753 8 825 $ 35 % 3,447
563 1,459 57 211 n 2,301
(300) (195) (202) (148) (7) (852)

- - 25 1 - 36
1,048 2313 633 899 39 4,932
304 898 140 1,890 (7) 3,225
(508) (694) (232) (647) 5) (2,086)
19 138 32 - : 189
863 $ 2655 $ 573§ 2,142 S 27§ 6,260

The following tables present the ending balances of loan and the related allowance for losses by impairment method and segment type

as of December 31, 2012 and 2011:

Ending Balance
Evaluated collectively for impairment
Evaluated individually for impairment

Allowance for Losses
Evaluated collectively for impairment
Evaluated individually for impairment

Ending Balance
Evaluated collectively for impairment
Evaluated individually for impairment

Allowance for Losses
Evaluated collectively for impairment
Evaluated individually for impairment

For the Year Ended December 31, 2012

Construction
and
Development

Commercial Residential Commercial
Real Estate Real Estate and Industrial Consumer Total

(in thousands)

$ 8680 $ 387262 $ 121,829 $ 115909 $ 2,184 $ 714,024
4,746 21,097 4,565 8,761 162 39,331

$ 91,586 $ 408359 $ 126394 § 124670 S 2346 $ 753,355
$ 663 $ L641 $ 278§ 582§ 7 % 3,171
200 1,014 295 1,560 20 3,089

$ 863 % 2,655 $ 573§ 2,142 $ 27 $ 6,260

For the Year Ended December 31, 2011

Construction
and
Development

Commercial Residential Commercial
Real Estate Real Estate and Industrial Consumer Total

(in thousands)

$ 48,606 $ 215,799 $ 40,616 $ 89,604 $ 2,034 $ 396,659
2,387 15,635 142 5,114 - 23,278

$ 50,993 $ 231,434 $ 40,758 $ 94,718 $ 2,034 $ 419,937
$ 519 $ 1,235 $ 491 b 492 $ 39 $ 2,776
529 1,078 142 407 - 2,156

$ 1,048 $ 2,313 3 633 $ 899 $ 39 $ 4,932
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The following tables show the allocation of the allowance for loan losses among various categories of loans and certain other
information as of the dates indicated. The allocation is made for analytical purposes and is not necessarily indicative of the categories
in which future losses may occur. The total allowance is available to absorb losses from any loan category.

As of December 31,

2012 2011
Amount % Total Amount % Total
(dollars in thousands)
Construction and development 863 13.8% 1,048 21.3%
Commercial real estate 2,655 42.4% 2,313 46.9%
Residential real estate 573 9.2% 633 12.8%
Commercial and industrial $ 2,142 34.2% $ 899 18.2%
Consumer 27 0.4% 39 0.8%
Total allowance for loan losscs $ 6,260 100.0% $ 4,932 100.0%

The following table represents specific allocation for impaired loans by class as of the dates indicated:

As of December 31, 2012 As of December 31, 2011
Unpaid Unpaid
Principal Recorded Related Principal Recorded Related
Balance Investment Allowance Balance Investment Allowance

(in thousands)
Impaired loans:

W ith no related allowance:

Construction and development $ 2,000 $ 2,000 $ - $ - $ - $ -
Commercial real estate 5,251 5,251 - - - -
Residential real estate 864 864 - - - _
Commercial and industrial 1,404 1,404 - - - -
Consumer 5 5 - - - -
Total with no related allowance 9,524 9,524 - - - -
With an allowance recorded:

Construction and development 545 409 61 1,392 1,237 355
Commercial real estate 5,014 5,014 345 3,755 3,755 48
Residential real estate 1,898 1,691 296 142 142 142
Commercial and industrial 2,179 1,930 1,433 1,170 1,170 301
Consumer 19 19 19 - - -
Total with an allowance recorded 9,655 9,063 2,154 6,459 6,304 846
Total impaired loans $ 19,179 $ 18,587 $ 2,154 $ 6,459 $ 6,304 $ 846

8. OTHER REAL ESTATE OWNED

As of December 31, 2012, WashingtonFirst had $3.3 million classified as OREO on the balance sheet, compared to $0.6 million as of
December 31, 2011. The increase in OREQ is primarily due to the addition of $2.7 million to the OREO balance on

December 21, 2012, as a result of the acquisition of Alliance. Subsequent to the acquisition and before December 31, 2012,
WashingtonFirst sold one of the acquired OREO properties, resulting in a $0.9 million reduction in the balance of acquired properties
and realizing a $73,000 gain on the sale. During 2011, the Company sold $2.9 million of OREO properties, resulting in losses of
$0.1 million.
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The table below reflects changes in other real estate owned (“OREO”) for the years ended December 31, 2012 and 2011:

For the Year Ended December 31,
2012 2011

(in thousands)

Balance at beginning of period $ 615 $ 1,829
Properties acquired at foreclosure 1,161 2,305
Properties acquired in acquisition of Alliance 2,677 -
Sales of foreclosed properties (851) (2,892)
Valuation adjustments (308) 627)

Balance at end of period $ 3,294 $ 615

The table below reflects expenses applicable to OREO for the years ended December 31, 2012 and 2011:

For the Year Ended December 31,
2012 2011
(in thousands)

Valuation adjustments $ 308 $ 575
Operating expenses, net of rental income 119 59
Total OREO expense $ 427 $ 634

9. PREMISES AND EQUIPMENT, NET

Premises and equipment is summarized in the following table as of December 31,2012 and 2011:

As of December 31,

2012 2011
(in thousands)
Furniture and Equipment $ 3,143 $ 2,160
Leasehold Improvements 3,740 3,139
Gross Premises and Equipment 6,883 5,299
Less: Accumulated Depreciation (3,364) (2,807)
Premiscs & Equipment, net $ 3,519 $ 2,492

Depreciation and amortization expense included in premises and equipment expenses for the years ended December 31, 2012 and
2011 was $0.6 million and $0.5 million, respectively.
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The Bank leases all of its offices and branch facilities under non-cancelable operating lease arrangements. Certain leases contain
options, which enable the Bank to renew the leases for additional periods. In addition to minimum rentals, the leases have escalation
clauses based upon price indices and include provisions for additional payments to cover real estate taxes and common area
maintenance. Rent expense associated with these operating leases for the year ended December 31, 2012 totaled $1.8 million and
$1.5 million, respectively. The future minimum lease payments under WashingtonFirst’s non-cancelable leases are as of
December 31, 2012 are as follows:

As of December 31, 2012
(in thousands)

2013 $ 2,850
2014 2,991
2015 3,042
2016 3,051
2017 2,798
Thereaficr 9,576

Total $ 24,308

10. INTANGIBLE ASSETS

Goodwill is tested for impairment annually or more frequently if events or circumstances indicate a possible impairment. Goodwill
outstanding as of both December 31, 2012 and 2011 was $3.6 million. Core deposit intangible assets arise when a bank has a stable
deposit base comprising of funds associated with long-term customer relationships. The intangible asset value derives from customer
relationships that provide a low-cost source of funding. With its acquisition of Alliance in December 2012, the Company recorded
$0.4 million of core deposit intangibles, which is presented in other assets on the consolidated balance sheet. This will be amortized
over a five year period.

The Company performs annual impairment tests on goodwill in the fourth quarter of each year using the fair value approach. No
impairment was recognized for December 31, 2012 and 2011.

11. DEPOSITS

The composition of deposits is summarized as follows as of December 31, 2012 and 2011:

As of December 31,

2012 2011
(in thousands)
Demand deposit accounts $ 294,439 $ 141,105
NOW accounts 99,043 19,527
Money market accounts 103,497 71,499
Savings accounts 93,422 45,357
Time deposits under $100,000 230,773 104,644
Time deposits $100,000 and over 151,486 96,869
Total deposits $ 972,660 $ 479,001

The scheduled maturities of time deposits are as follows as of December 31, 2012 and 2011:

As of December 31,

2012 2011
(in thousands)
Within 1 Year $ 232,084 $ 73,907
1 -2years 78,823 54,721
2 -3 years 49,916 40,355
3 -4 years 16,461 15,198
4- Syears 4,975 17,332
Total $ 382,259 $ 201,513
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Time deposits include Certificate of Deposit Account Registry Service (“CDARS”) balances, wholesale deposits and brokered
deposits. The Bank had $28.4 million and $32.8 million in CDARS deposits at December 31, 2012 and 2011, respectively.
Wholesale deposits were $42.0 million and $36.2 million at December 31, 2012 and 2011, respectively. Brokered deposits were
$100.5 million as of December 31, 2012, compared to zero as of December 31, 201 1.

12. OTHER BORROWINGS

Other borrowings consist of $14.4 million of customer repurchase agreements as of December 31, 2012, compared to no repurchase
agreements as of December 31, 2011. Customer repurchase agreements are standard commercial banking transactions that involve a
Bank customer instead of a wholesale bank or broker. WashingtonFirst offers this product as an accommodation to larger retail and
commercial customers and affluent individuals that request safety for their funds beyond the FDIC deposit insurance limits. The Bank
believes this product offers it a stable source of financing at a reasonable market rate of interest. WashingtonFirst does not use or have
any open repurchase agreements with any broker-dealers.

13. FEDERAL HOME LOAN ADVANCES

As a member of the Federal Home Loan Bank of Atlanta (FHLB), the Bank has access to numerous borrowing programs with total
credit availability established at 20 percent of total quarter-end assets. FHLB advances are fully collateralized by pledges of certain
qualifying real estate secured loans (see Note 3). As of December 31, 2012, the Bank had pledged a total of $335.0 million in
qualifying home equity lines of credit, commercial real estate loans, multifamily real estate loans, and residential real estate secured
loans. At December 31, 2012, the Bank had $78.4 million in remaining credit available with the FHLB.

The following table sets forth the composition of FHLB advances as of December 31, 2012 and 2011:

As of December 31,
2012 2011
(dollars in thousands)

As of period ended:
FIHLB advances $ 40,813 $ 24,350
Weighted average outstanding interest rate 2.58% 3.33%

Averages forthe year ended:

FHLB advances $ 28,013 $ 28,088
Average interest rate paid during the year 3.84% 3.33%
Maximum month-end balance outstanding  $ 67,850 $ 32,767

The following table sets forth the contractual maturities of FHLB advances as December 31, 2012 and 2011:

As of December 31,

2012 2011
(in thousands)
Within 1 Year $ 11,850 $ 11,500
1 -2 years - 12,850
In 2021 28,963 -
Total $ 40,813 $ 24,350

14. LONG-TERM BORROWINGS
Long-term borrowings consist of $2.2 million of Bank Subordinated Debt and $7.5 million of Trust Preferred Capital Notes.

On June 15, 2012, WashingtonFirst Bank issued $2.5 million in subordinated debt (the “Bank Subordinated Debt”) to Community
Bancapital LP (“CBC”). The Bank Subordinated Debt has a maturity of nine (9) years, is due in full on June 14, 2021, and carries an
8.00 percent interest rate with interest being paid quarterly. In connection with the issuance of the Bank Subordinated Debt, the
Company issued warrants to CBC that would allow it to purchase 55,018 shares of common stock at a share price equal to $11.36.
These warrants expire if not exercised on or before June 15, 2020. In recording this transaction, the warrants were valued at
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$0.3 million, which was treated as an increase in additional paid-in capital, and the liability associated with the Bank Subordinated
Debt was recorded at $2.2 million. The $0.3 million discount on the Bank Subordinated Debt is being expensed monthly over the life
of the debt.

On June 30, 2003, Alliance invested $0.3 million as common equity into a wholly-owned Delaware statutory business trust (the
“Trust™). Simultaneously, the Trust privately issued $10.0 million face amount of thirty-year floating rate trust preferred capital
securities (the “Trust Preferred Capital Notes™) in a pooled trust preferred capital securities offering. The Trust used the offering
proceeds, plus the equity, to purchase $10.3 million principal amount of Alliances’ floating rate junior subordinated debentures due
2033 (the “Subordinated Debentures”). Both the Trust Preferred Capital Notes and the Subordinated Debentures are callable at any
time. The interest rate associated with the Trust Preferred Capital Notes is three month LIBOR plus 3.15 percent subject to quarterly
interest rate adjustments. The interest rate as of December 31, 2012 was 3.54 percent and as of December 31, 2011 was 3.70 percent.

In connection with the acquisition of Alliance on December 21, 2012, the Subordinated Debentures became an unsecured obligation of
WashingtonFirst and are junior in right of payment to all present and future senior indebtedness of WashingtonFirst. The Trust
Preferred Capital Notes are guaranteed by WashingtonFirst on a subordinated basis, and were recorded on WashingtonFirst’s books at
the time of the Alliance acquisition at a discounted amount of $7.5 million, which was the fair value of the instruments at the time of
the acquisition. WashingtonFirst records distributions payable on the Trust Preferred Capital Notes as an interest expense in its
Consolidated Statements of Operations, and the $2.5 million discount is being expensed monthly over the life of the obligation.

Under the indenture governing the Trust Preferred Capital Notes, Alliance (and now WashingtonFirst) has the right to defer payments
of interest for up to twenty consecutive quarterly periods. The interest deferred under the indenture compounds quarterly at the interest
rate then in effect. Beginning with the quarter ended September 30, 2009 and through December 21, 2012, Alliance elected to defer
the interest payments as permitted under the indenture. As of December 31, 2012, the total amount of deferred and compounded
interest owed under the indenture was $1.4 million. WashingtonFirst paid the deferred interest in full on March 8, 2013.

All or a portion of the Trust Preferred Capital Notes may be included as Tier 1 Capital in the regulatory computation of capital
adequacy. Under current regulatory guidelines, the Trust Preferred Capital Notes may constitute no more than 25 percent of total

Tier 1 Capital. Any amount not eligible to be counted as Tier | Capital is considered to be Tier 2 Capital. At December 31, 2012, the
entire amount of Trust Preferred Capital Notes was considered Tier | Capital.

15. SHAREHOLDERS’ EQUITY

In connection with the Alliance acquisition, the Company issued 1,812,933 shares of its common stock to former stockholders of
Alliance. In addition, pursuant to a private placement in 2012, the Company issued 1,351,656 shares of its common stock and
1,044,152 shares of its Series A non-voting common stock at $11.30 per share. For more information regarding the issuance of the
Company’s capital stock in connection with the Alliance acquisition, see Note 3 — Acquisition of Alliance Bankshares Corporation.

On August 4, 2011 the Company participated in the SBLF program in the amount of $17.8 million and simultaneously used the funds
to pay off the proceeds due to the United States Treasury for the TARP investment netting the Company approximately $3.8 million in
new capital.

The Treasury provides banks with capital under the SBLF program by purchasing Tier 1-qualifying preferred stock or equivalents in
each bank. The dividend rate on SBLF funding will be reduced as a participating community bank increases its lending to small
businesses. The initial dividend rate will be, at most, S percent. If a bank’s small business lending increases by 10 percent or more,
then the rate will fall to as low as | percent. Banks that increase their lending by amounts less than 10 percent can benefit from rates
set between 2 percent and 4 percent. If lending does not increase in the first two years, however, the rate will increase to 7 percent.
After 4.5 years, the rate will increase to 9 percent if the bank has not already repaid the SBLF funding. The dividend rate was

1.0 percent for the years ended December 31, 2012 and 2011.

On January 23, 2012, the Board of Directors changed the par value of the Company’s common stock from $5.00 to $0.01 per share.

On January 23, 2012, the Board of Directors declared a 5 percent stock dividend. The stock dividend was paid on February 29, 2012,
to shareholders of record as of February 15, 2012. Following the stock dividend the number of outstanding shares increased by
137,873, The stock dividend required a reclassification of retained earnings in the amount of $1.4 million to common stock and paid-
in-capital common. All per share amounts in this report have been retroactively adjusted to reflect the stock dividend.

In connection with the issuance of the Bank subordinated debt on June 15, 2012, the Company issued warrants to Community

Bancapital LP (“CBC”) that would allow it to purchase 55,018 shares of common stock at a share price equal to $11.36. These
warrants expire if not exercised on or before June 15, 2020. These were valued at $0.3 million using the Black-Scholes option pricing
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model and are being expensed monthly over the life of the debt. The assumptions for the calculation were dividend rate of zero
percent, risk free factor of 1.2 percent and a 42.0 percent volatility factor.

In addition to the warrants issued to CBC, the Company had 158,745 warrants outstanding, expiring February 2013 with a weighted
average exercise price of $11.42 per share, that were issued in connection with the acquisition of First Liberty Bancorp in 2006.

16. SHARE BASED COMPENSATION

In February 2010, the Board of Directors of the Company approved the WashingtonFirst Bankshares, Inc. 2010 Equity Compensation
Plan (the “2010 Equity Plan”). Pursuant to the terms of the 2010 Equity Plan all of the shares of common stock of the Company
remaining unissued under the prior plans were canceled, and an identical number of shares of the Company’s common stock were
reserved for issuance under the 2010 Equity Plan. The 2010 Equity Plan gives the Personnel/Compensation Committee of the
Company the ability to grant Non-Qualified Stock Options, Stock Appreciation Rights, Restricted Stock, and Stock Awards to
employees and non-employee directors.

The following tables summarize stock options and non-vested restricted stock activity for the years ended December 31,2012
and 2011:

For the Year Ended December 31,

2012 2011
Stock Weighted-Average Stock Weighted-Average

Options Exercis¢ Price Options Iixercise Price
Outstanding, beginning of year 497,539 $ 11.47 511,939 $ 12.04

Options exchanged 182,335 11.54 - -
Exercised - - (800) 9.88

Expired or canceled (157,500) 10.45 - -
Forfeited (19,901) 12.09 (13,600) 13.28
Outstanding, end of year 502,473 $ 11.79 497,539 $ 11.47
Iixercisable at end of year 280,084 $ 11.57 308,899 $ 10.36

For the Year Ended December 31,
2012 2011
Non-vested Weighted-Average Non-vested Weighted-Average
Restricted Grant Date Restricted Grant Date
Stock Fair Value Stock Fair Value

Outstanding, beginning of ycar 47,150 $ 10.64 33,050 $ 9.75
Granted 27,770 9.39 26,800 12.00
Canceled (4,600) 10.28 (650) 10.62
Vested and issued (26,538) 10.90 (12,050) 10.50
Outstanding, end of year 43,782 $ 10.37 47,150 $ 10.64

As of December 31, 2012 and 2011, the intrinsic value of options outstanding, exercisable and vested or expected to vest was
$0.2 million and $0.1 million, respectively.

During the years ended December 31, 2012 and December 31, 2011 the Company awarded 27,770 and 26,800 shares of restricted
stock. The restricted stock vests equally over a five year period. The total unrecognized compensation cost related to non-vested
share based compensation arrangements granted under the plan as of both December 31, 2012 and 2011 was $0.4 million and is
expected to be recognized over a weighted average period of 3.3 years and 0.9 years, respectively. For the twelve months ended
December 31, 2012 and 2011, the Company recognized $0.3 and $0.4 million in expenses, respectively, related to these awards.
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The following tables summarize information regarding stock options outstanding as of December 31, 2012:

Outstanding lixercisable
Weighted-A verage Weighted-Average Weighted-Average
Range of Stock Remaining Stock Remaining Exercise
Exercise Prices Options Contractual [.ife Options Contractual Life Price

$9.00 - $9.99 83,991 2.5 years 83,991 2.5 years $ 9.51
$10.00 - $10.99 58,287 2.5 years 58,287 2.5 ycars 10.29
$11.00-$11.99 204,750 8.3 years 47,250 4.2 years 11.59

$12.00 - $12.99 - - - - -
$13.00 - $13.99 107,830 4.7 years 42,941 4.1 yecars 13.30
$14.00 - $14.99 583 3.8 years 583 3.8 ycars 14.00
$15.00-$1599 47,032 4.4 ycars 47,032 4.4 years 15.20
502,473 5.9 ycars 280,084 3.3 years $ 11.57

C—— S——

17. COMMITMENTS AND CONTINGENCIES
Credit Extension Commitments

The Bank is a 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 consist primarily of commitments to extend credit and unfunded loan commitments.
These instruments involve, to varying degrees, elements of credit risk in excess of the amount recognized in the balance sheet.
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 by the
customer. Unfunded commitments under lines of credit, revolving credit lines, and overdraft protection are agreements for possible
future extensions of credit to existing customers. Since many of the commitments are expected to expire without being drawn upon,
the total commitment amounts do not necessarily represent future cash requirements. The Bank evaluates each customer’s
creditworthiness on a case-by-case basis. The amount of collateral, if any, deemed necessary by the Bank upon extension of credit is
based on management’s credit evaluation of the counterparty. Collateral normally consists of real property, liquid assets or business
assets.

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 notional amount of those instruments. The Bank uses the same credit policies in
making commitments and conditional obligations as it does for on-balance-sheet instruments. The Bank had $118.5 million in
outstanding commitments to extend credit at December 31, 2012.

Litigation

In the ordinary course of business, the Company has various outstanding commitments and contingent liabilities that are not
reflected in the accompanying financial statements. In the opinion of management, after consultation with legal counsel, the
ultimate disposition of these matters is not expected to have a material adverse effect on the financial condition of the Company.

Other Contractual Arrangements

The Bank is party to a contract dated October 7, 2010 with Fiserv, for core data processing and item processing services integral to
the operations of the Bank. Under the terms of the agreement, the Bank may cancel the agreement subject to a substantial
cancellation penalty based on the current monthly billing and remaining term of the contract. The initial term of Services provided
shall end seven years following the date Services are first used. Services were first provided beginning May 16, 2011 and will
expire on May 15, 2018. At the current run rate of $0.05 million per month, the contract is expected to cost approximately

$3.0 million over the remaining life of the contract.

18. RELATED PARTY TRANSACTIONS

The aggregate amount of loans outstanding to employees, officers, directors, and to companies in which the Company’s directors were
principal owners, amounted to $20.0 million and $19.5 million at December 31, 2012 and 2011, respectively. In 2012, principal
advance to related parties in the ordinary course of business with substantially the same terms (including interest rates and collateral)
as those prevailing at the time totaled $5.9 million and principal repayments and other reductions totaled $6.9 million. Such loans
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were made in, for comparable transactions with other persons. They do not involve more than normal risk of collectability or present
other unfavorable features.

Total deposit accounts with related parties totaled $20.8 million and $17.0 million at December 31, 2012 and 2011, respectively.
19. INCOME TAXES

WashingtonFirst is subject to federal income taxes and various state and local income taxes. The components of the income tax
expense for the years ended December 31, 2012 and 2011 were as follows:

For the Year [Ended December 31,
2012 2011

(in thousands)

Current income tax expense $ 1,963 $ 1,960
Deferred tax benefit (790) (166)
Income tax expense $ 1,173 $ 1,794

A reconciliation of tax at the statutory tax rate to the income tax expense for the years ended December 31, 2012 and 2011 is provided
below. The statutory tax rate is the federal tax rate of 34 percent.

For the Year Ended December 31,
2012 2011

(in thousands)

Tax expense at statutory rate $ 1,159 $ 1,496
Increase/(decrease) due to:
State income tax, net of federal tax benefit 153 177
Transaction costs 582 -
Goodwill (849) -
Other 128 121
Income tax expense $ 1,173 $ 1,794
Statutory taxrate 34.0% 34.0%
Effective tax rate 34.4% 40.8%

The components of the deferred tax assets and liabilities as of December 31, 2012 and 2011 were as follows:

As of December 31,

2012 2011
(in thousands)

Net operating loss and tax credit carry forwards $ 2,760 $ 644
Provision for loan losses 2,235 1,570
Deferred fees (572) (375)
Depreciation and amortization 232 121
Net unrealized (gains)/losses on available-for-sale securities (126) 260
OREO 2,198 -
loans 3,472 -
Securities 1,108 -
Nonaccrual Intercst 530 -
Decferred Compensation 497 -
Other (715) 462
Valuation Allowance (200) -
Net Deferred Tax Asscts $ 11,419 $ 2,682

The net operating loss carry forward acquired in conjunction with the First Liberty Bancorp acquisition in 2006 is subject to annual
limits under Section 382 of the Internal Revenue Code of $459,000 and expires in 2025. In conjunction with the acquisition of
Alliance in 2012, the net operating loss carry forward is subject to annual limits under Section 382 of the Internal Revenue Code of
$986,000 and expires in 2032.
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20. CAPITAL REQUIREMENTS

The Company is subject to various regulatory capital requirements administered by the federal banking agencies. Failure to meet
minimum capital requirements can initiate certain mandatory—and possibly additional discretionary—actions by regulators 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 must meet specific capital guidelines that involve quantitative
measures of the Company’s assets, liabilities, and certain off-balance-sheet items as calculated under regulatory accounting practices.
The capital amounts and classification are also subject to qualitative judgments by the regulators about components, risk weightings,
and other factors.

Quantitative measures established by regulation to ensure capital adequacy require the Company to maintain minimum amounts and
ratios (set forth in the table below) of total and Tier 1 capital (as defined in the regulations) to risk-weighted assets (as defined in the
regulations), and of Tier | capital to average assets (as defined in the regulations). Management believes the Company met all capital
adequacy requirements to which they are subject as of December 31, 2012.

As of December 31, 2012, the most recent notification from the FDIC categorized the Company as well capitalized under the
regulatory framework for prompt corrective action. To be categorized as well capitalized, the Company must maintain minimum total
risk-based, Tier 1 risk-based, and Tier | leverage ratios, as set forth in the table below. Since that notification, management believes

there are no conditions or events to change the Company’s category.

The Company’s actual capital amounts and ratios are presented in the following table as of December 31, 2012 and 201 1:

To Be Well Capitalized

For Capital Adequacy Under Prompt Cortrective
Actual Purposes Action Provisions
Amount Ratio Amount Ratio Amount Ratio

(dollars in thousands)

As of December 31, 2012:

Total Capital to Risk Weighted Assets $ 113,466 13.67% $ 66,403 >8.0% $ 83,004 >10.0%
Tier 1 Capital to Risk Weighted Assets 104,992 12.65% 33,199 >4.0% 49,799 >6.0%
Tier 1 Capital to Average Asscts 104,992 16.39% 25,623 >4.0% 32,029 >5.0%

As of December 31, 2011:

Total Capital to Risk Weighted Assets $ 52,660 11.84% $ 35,581 >8.0% $ 44476 >10.0%
Tier | Capital to Risk Weighted Asscts 49,952 10.73% 18,621 >4.0% 27,932 >6.0%
Tier 1 Capital to Average Assets 49,952 9.06% 22,054 >4.0% 27,567 >5.0%
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21. EARNINGS PER SHARE
The following shows the weighted average number of shares used in computing earnings per share and the effect on weighted
average number of shares of diluted potential common stock. Potential dilutive common stock has no effect on income available to

common shareholders. The following table is for the years ended December 31, 2012 and 2011:

For the Year Ended December 31,

2012 2011
(dollars in thousands)

Net income $ 2,235 $ 2,607
Less: TARP dividends - (400)
less: TARP accretion - (204)
Less: SBLF dividends (178) (73)
Net income available to common sharcholders $ 2,057 $ 1,930
Weighted average number of shares outstanding 3,267,478 2,900,495
Effect of dilutive securities:
Restricted stock 44,708 47,150
Stock options 8,152 15,560
Warrants 17,813 -
Dilutive weighted average number of shares outstanding 3,338,151 2,963,205
Basic camings per share $ 0.63 $ 0.67
Diluted carnings per share $ 0.62 $ 0.65

22. EMPLOYEE BENEFITS

The Company maintains a Defined Contribution 401K Plan (“401(k) Plan”), which authorizes a maximum voluntary salary deferral of
up to [RS limitations. All full-time employees are eligible to participate after three months of employment. The Company reserves
the right to make an annual discretionary contribution to the account of each eligible employee based in part on the Company’s
profitability fir a given year, and on each participant’s yearly earnings up to IRS limitations. Participants are vested in the Company’s
discretionary matching contributions evenly over a 3 year period and are fully vested in future Company matching contributions after
three years of employment. The company incurred expenses of $0.2 million and $0.1 million for the years ended December 31, 2012
and 2011, respectively, under the 401(k). The Company also provides a benefit package which includes health, dental and optical
insurance, 401K plan, life and long term disability insurance. Additionally, WashingtonFirst maintains a stock-based compensation
plan for employees of WashingtonFirst.

23. OTHER EXPENSES

The following summarizes other operating expenses in the consolidated statements of income for the years ended December 31, 2012
and 2011:

For the Year Ended December 31,

2012 2011
(in thousands)

Insurance $ 69 $ 65
Professional fees 526 433
Advertising and promotional expenses 301 256
Postage, printing and supplics 150 138
Data processing 1,486 1,114
FDIC premiums 521 543
OREO 427 634
Directors' fees 179 284
Other 491 420

Other expenses $ 4,150 $ 3,887
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24. FAIR VALUE DISCLOSURES

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date (also referred to as an exit price). In determining fair value, WashingtonFirst uses various
valuation approaches, including market and income approaches. The fair value hierarchy requires an entity to maximize the use of
observable inputs and minimize the use of unobservable inputs when measuring fair value. When available, the fair value of
WashingtonFirst's financial instruments is based on quoted market prices, valuation techniques that use observable market-based
inputs or unobservable inputs that are corroborated by market data. Pricing information obtained from third parties is internally
validated for reasonableness prior to use in the consolidated financial statements.

When observable market prices are not readily available, WashingtonFirst estimates fair value using techniques that rely on alternate
market data or internally-developed models using significant inputs that are generally less readily observable. Market data includes
prices of financial instruments with similar maturities and characteristics, interest rate yield curves, measures of volatility and
prepayment rates. [f market data needed to estimate fair value is not available, WashingtonFirst estimates fair value using internally-
developed models that employ a discounted cash flow approach. Even when market assumptions are not readily available,
WashingtonFirst's assumptions reflect those that market participants would likely use in pricing the asset or liability at the
measurement date.

The fair value hierarchy ranks the quality and reliability of the information used to determine fair values. The hierarchy gives highest
priority to unadjusted quoted prices in active markets for identical assets or liabilities and the lowest priority to unobservable inputs.
The standard describes the following three levels used to classify fair value measurements:

Level | Unadjusted quoted prices in active markets that are accessible at the measurement date for identical,
unrestricted assets or liabilities.

Level 2 Quoted prices in markets that are not active or financial instruments for which all significant inputs are
observable, either directly or indirectly.

Level 3 Prices or valuations that require unobservable inputs that are significant to the fair value measurement.

WashingtonFirst performs a detailed analysis of the assets and liabilities carried at fair value to determine the appropriate level based
on the transparency of the inputs used in the valuation techniques. In certain cases, the inputs used to measure fair value may fall into
different levels of the fair value hierarchy. In such cases, an instrument's level within the fair value hierarchy is based on the lowest
level of input that is significant to the fair value measurement. WashingtonFirst's assessment of the significance of a particular input
to the fair value measurement of an instrument requires judgment and consideration of factors specific to the instrument. While
WashingtonFirst believes its valuation methods are appropriate and consistent with those of other market participants, using different
methodologies or assumptions to determine fair value could result in a materially different estimate of fair value for some financial
instruments. The following is a description of the fair value techniques used for instruments measured at fair value as well as the
general classification of such instruments pursuant to the valuation hierarchy described above. Fair value measurements related to
financial instruments that are reported at fair value in the consolidated financial statements each period are referred to as recurring fair
value measurements. Fair value measurements related to financial instruments that are not reported at fair value each period but are
subject to fair value adjustments in certain circumstances are referred to as non-recurring fair value measurements.

Recurring Fair Value Measurements and Classification
Available-for-Sale and Trading Investment Securities

The fair value of investments in U.S. Treasuries is based on unadjusted quoted prices in active markets. WashingtonFirst classifies
these fair value measurements as level 1.

For a significant portion of WashingtonFirst’s investment portfolio, including most asset-backed securities, corporate debt securities,
senior agency debt securities, Government/GSE guaranteed mortgage-backed securities, commercial paper and preferred stock issued
by GSEs, fair value is primarily determined using a reputable and nationally recognized third party pricing service. The prices
obtained are non-binding and generally representative of recent market trades. The fair value of certain asset-backed and Government
guaranteed mortgage-backed securities are estimated based on quotations from brokers or dealers. WashingtonFirst corroborates its
primary valuation source by obtaining a secondary price from another independent third party pricing service. WashingtonFirst
classifies these fair value measurements as level 2.

For certain investment securities that are thinly traded or not quoted, WashingtonFirst estimates fair value using internally-developed
models that employ a discounted cash flow approach. WashingtonFirst maximizes the use of observable market data, including prices
of financial instruments with similar maturities and characteristics, interest rate yield curves, measures of volatility and prepayment
rates. WashingtonFirst generally considers a market to be thinly traded or not quoted if the following conditions exist: (1) there are
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few transactions for the financial instruments; (2) the prices in the market are not current; (3) the price quotes vary significantly either
over time or among independent pricing services or dealers; or (4) there is a limited availability of public market information.
WashingtonFirst classifies these fair value measurements as level 3.

Net transfers in and/or out of the different levels within the fair value hierarchy are based on the fair values of the assets and liabilities
as of the beginning of the reporting period. There were no transfers within the fair value hierarchy for fair value measurements of
WashingtonFirst’s investment securities during 2012 or 2011.

Nonrecurring Fair Value Measurements and Classification
Loans

Certain loans in WashingtonFirst’s loan portfolio are measured at fair value when they are determined to be impaired. Impaired loans
are reported at fair value less estimated cost to sell. The fair value of the loan generally is based on the fair value of the underlying
property, which is determined by third-party appraisals when available. When third-party appraisals are not available, fair value is
estimated based on factors such as prices for comparable properties in similar geographical areas and/or assessment through
observation of such properties. WashingtonFirst classifies these fair values as level 3 measurements.

Other Real Estate Owned

WashingtonFirst initially records OREO properties at fair value less estimated costs to sell and subsequently records them at the lower
of carrying value or fair value less estimated costs to sell. The fair value of OREO is determined by third-party appraisals when
available. When third-party appraisals are not available, fair value is estimated based on factors such as prices for comparable
properties in similar geographical areas and/or assessment through observation of such properties. WashingtonFirst classifies the REO
fair values as level 3 measurements.

Fair Value Classification and Transfers

As of December 31, 2012, WashingtonFirst's assets and liabilities recorded at fair value included financial instruments valued at
$26.0 million whose fair values were estimated by management in the absence of readily determinable fair values (i.e., level 3). These
financial instruments measured as level 3 represented 2.3 percent of total assets and 16.2 percent of financial instruments measured at
fair value as of December 31, 2012. As of December 31, 2011, WashingtonFirst’s assets and liabilities recorded at fair value included
financial instruments valued at $10.6 million whose fair values were estimated by management in the absence of readily determinable
fair values. These financial instruments measured as level 3 represented 1.9 percent of total assets and 15.6 percent of financial
instruments measured at fair value as of December 31, 2011.
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The following table’s present information about WashingtonFirst's assets and liabilities measured at fair value on a recurring and
nonrecurring basis as of December 31, 2012 and 2011, respectively, and indicates the fair value hierarchy of the valuation techniques
used by WashingtonFirst to determine such fair value:

Assets Measured at Fair Value as of December 31, 2012
level 1 lLevel 2 level 3 Total

(in thousands)

Recurring:
Assets:
U.S. Treasuries $ 5,000 $ - $ - $ 5,000
U.S. Government Agencies - 26,570 - 26,570
Mortgage Back Securities - 25,959 - 25,959
Collateralized Mortgage Obligations 56,259 56,259
Assct-Backed Debt Securities - - 106 106
Municipal Securities - - 20,704 - 20,704
Total Assets at fair value $ 5,000 $ 129,492 $ 106 $ 134,598
Nonrecurring:
Asscts:
tmpaired Loans (1) $ - $ - $ 18,587 $ 18,587
Other Intangibles (3) 4,029 4,029
Other Real Estate Owned (2) - - 3,294 3,294
Total Nonrecurring Assets at fair value _$ - 3 - $ 25,910 $ 25,910
Asscts Measured at Fair Value as of December 31, 2011
[evel | Level 2 Level 3 Total
(in thousands)
Recurring:
Asscls:
US Government Agencies $ - $ 24,606 $ - $ 24,606
Mortgage Back Securities - 13,179 - 13,179
Collateralized Mortgage Obligations - 7,892 - 7,892
Asset-Backed Debt Securities - - 68 68
Municipal Securities - 11,591 - 11,591
Total Assets at fair value $ - $ 57,268 $ 68 $ 57,336
Nonrecurring:
Assets:
Impaired Loans (1) $ - $ - $ 6,304 $ 6,304
Goodwill - - 3,601 3,601
Other Real Estate Owned (2) - - 615 615
Total Nonrecurring Assets at fair value _ $ - $ - $ 10,520 $ 10,520

(1) Includes loans that have been measured for impairment at the fair value of the loans’ collateral.
(2) Other real estate owned is transferred from loans to OREQ at the lower of cost or market.
(3) Includes goodwill and core deposit intangibles

The following table presents additional information about assets and liabilities measured at fair value on a recurring and nonrecurring
basis for which WashingtonFirst has used significant level 3 inputs to determine fair value. Net transfers in and/or out of level 3 are
based on the fair values of the assets and liabilities as of the beginning of the reporting period.

For the Year Iinded December 31,
2012 2011

(in thousands)

Balance at beginning of period $ 68 $ 17
Unrealized gains 38 51
Balance at end of period $ 106 $ 68
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Disclosures on Fair Value of Financial Instruments

The following table sets forth the estimated fair values and carrying values for financial assets, liabilities and commitments as of
December 31, 2012 and 2011:

As of December 31,

2012 2011
Carrying Fair Carrying Fair
Amount Value Amount Value
(in thousands)

Cash and cash equivalents $ 224,207 $ 224,207 $ 72,321 $ 72,321
Investment securitics 134,598 134,598 57,336 57,336
Other equity securitics 3,623 3,623 2,141 2,141
Loans, net 747,095 752,567 415,005 420,122
Bank-owned lifec insurance 5,010 5,010 - -
Deposits 382,259 384,263 201,513 203,272
Other borrowings 14,428 14,428 - -
FFHLB advances 40,813 40,951 24,350 25,486
[ong-term borrowings 9,682 9,682 - -
Off balance sheet items 118,539 118,539 79,686 79,686

The following methods and assumptions were used in estimating the fair value of the financial assets and financial liabilities that are
not measured and reported at fair value on a recurring basis or non-recurring basis:

Cash and cash equivalents. The carrying amount of cash and cash equivalents approximates fair value. As such they are classified as
Level 1 for noninterest-bearing deposits and Level 2 or interest-bearing deposits due from banks or federal funds sold.

Investment securities. The fair value techniques and classification within the fair value hierarchy are discussed above under
“Recurring Fair Value Measurements and Classification.”

Other equity securities. The fair value of other equity securities is not practical to determine due to the restrictions placed on
transferability. Therefore, in the table above the fair value reported is the carrying amount.

carrying values. For all other loans, fair values are calculated by discounting the contractual cash flows using estimated market
discount rates which reflect the credit and interest rate risk inherent in the loans, or by using the current rates at which similar loans
would be made to borrowers with similar credit ratings and for the same remaining maturities. Therefore, the loans reported at fair
value result in a Level 2 classification.

Bank-owned life insurance. The fair value of bank-owned life insurance is based on the cash surrender value provide by the
insurance provide, resulting in a Level 3 classification.

Deposits. The fair value of deposits with no stated maturity, such as demand, interest checking and money market, and savings
accounts, is equal to the amount payable on demand at year-end, resulting in a Level | classification. The fair value of certificates of
deposit is based on the discounted value of contractual cash flows using the rates currently offered for deposits of similar remaining
maturities thereby resulting in a Level 2 classification.

Other borrowings. The carrying value of other borrowing, which consists of customer repurchase agreements, approximates the fair
value as of the reporting date, therefore resulting in a Level 2 classification.

currently being offered for FHLB advances with similar terms and characteristics thereby resuiting in a Level 2 classification.

Long-term borrowings. The fair value of long-term borrowing, which consists of subordinated debt and trust preferred securities are
based on the discounted value of future cash flows using interest rates currently being offered for FHLB advances with similar terms
and characteristics thereby resulting in a Level 2 classification.

Off-balance sheet instruments. The fair value of off-balance-sheet lending commitments is equal to the amount of commitments
outstanding. This is based on the fact that the Company generally does not offer lending commitments or standby letters of credit to
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its customers for long periods, and therefore, the underlying rates of the commitments approximate market rates, resulting in a
Level 2 classification.

25. FINANCIAL STATEMENTS (PARENT COMPANY ONLY)

WashingtonFirst Bankshares, Inc. (PARENT ONLY)
Balance Sheets
As of December 31, 2012 and 2011
As of December 31,

2012 2011
(in thousands)

Assets:
Cash and cash equivalents $ 13,126 $ 4,404
Investment in bank subsidiary 96,803 49,080
Deferred tax asset 423 -
Other assets 888 37
Total Assets $ 111,240 3 53,521
Liabilities and Sharcholders' Equity:
Liabilitics:
Accrued interest payable $ 1,418 $ 44
Long-term borrowings 7,468 -
Other liabilities 834 -
Total Liabilities 9,720 44
Shareholders' Equity:
Total Shareholders’ Equity 101,520 53,477
Total Liabilities and Shareholders' Equity $ 111,240 $ 53,521

WashingtonFirst Bankshares, Inc. (PARENT ONLY)
Statements of Operations
For the Years ended December 31, 2012 and 2011

For the Year I'nded December 31,
2012 2011

(in thousands)

Interest income:

Dividends from subsidiary $ 950 $ 554
Other interest income 40 38
Total interest income 990 592
Interest expense: 23 -
Net interest income 967 592
Non-interest income:

Gain on acquisition 2,497 -
Total non-interest income 2,497 -
Non-interest cxpense:

Merger expenses 1,737 -

Other operating expenses 29 14

Total other expenses 1,766 14
Income before provision income taxes 1,698 578
Provision for income taxes 310 10
Net income before undistributed income of subsidiaries 1,388 568
Undistributed income of subsidiaries 847 2,039
Nect income 2,235 2,607
Preferred stock dividends and accretion (178) (677)
Net income available to common stock shareholders $ 2,057 $ 1,930
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WashingtonFirst Bankshares, Inc. (PARENT ONLY)

Statements of Cash Flows
For the Years ended December 31, 2012 and 2011

For the¢ Year Ended December 31,

2012 2011

Cash flows from operating activities:

Net income

Adjustments to reconcile net income to net cash provided by operating activities:
Undistributed income of subsidiaries
Gain on acquisition

Net change in:
Other assets
Long-term borrowing
Other liabilities

(in thousands)

Net cash (used in)/provided by operating activities
Cash flows frominvesting activities:
Investment in subsidiaries

Net cash used in investing activities
Cash flows from financing activitics:
Net increase in other borrowings
Proceeds from issuance of preferred stock, net
Proceeds fromissuance of common stock, nct
Dividends paid - cash portion for fractional shares on 5% dividend
Preferred stock dividends paid

Net cash provided by financing activities

Net increase in cash and cash cquivalents
Cash and cash equivalents at beginning of period

Cash and cash cquivalents at end of period

$ 2235 $ 2,607
(847) (2,039)

(2,497) -

17 1

- 44
(43) (106)

(1,135) 517
(15,152) (3,295)
(15,152) (3,295)

1 ;

- 3,838

25,177 8

(D -

(178) (473)

25,009 3,373

8,722 595

4,404 3,809

$ 13,126 § 4,404
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26. QUARTERLY FINANCIAL INFORMATION (Unaudited)

2012 Quarter Ended
Dec. 31 Sept. 30 30-Jun Mar. 31
(in thousands, except per share amounts)

Interest income $ 7,655 $ 6,949 $ 6,692 $ 6,580
Interest expense 1,275 1,222 1,231 1,221

Net interest income 6,380 5,727 5,461 5,359
Provision for loan losses 639 515 850 1,221

Net interest income after provision for loan losscs 5,741 5212 4611 4,138
Non-interest income 2915 246 306 417
Non-intercst expense 7,726 4,818 4,298 3,336

income before income taxes 930 640 619 1,219
Provision for income taxes 211 257 236 469

Net income $ 719 $ 383 $ 383 $ 750
Earnings per common share:

Basic earnings per common share $ 0.15 $ 0.12 $ 0.11 $ 0.25

FFully diluted earnings per common share $ 0.15 $ 0.12 $ 0.11 $ 0.24

2011 Quarter Ended

Dec. 31 Sept. 30 30-Jun Mar. 31
(in thousands, except per share amounts)

Interest income $ 6,591 $ 6,287 $ 5,967 $ 5,542
Interest expense 1,233 1,256 1,295 1,225

Net interest income 5,358 5,031 4,672 4317
Provision for loan losses 806 640 555 300

Net interest income after provision for loan losses 4,552 4,391 4,117 4,017
Non-interest income 407 244 272 236
Non-interest expense 4,036 3,182 3,455 3,162

Income before income taxcs 923 1,453 934 1,091
Provision for income taxes 446 569 360 419

Net income $ 477 $ 884 $ 574 $ 672
Earnings per common share:

Basic earnings per common share $ 0.15 $ 0.22 $ 0.13 $ 0.17

Fully diluted earnings per common share $ 0.14 $ 0.22 $ 0.13 $ 0.16
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Item 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure
None
Item 9A. Controls and Procedures

Management’s Evaluation of Disclosure Controls and Procedures. The Company maintains disclosure controls and
procedures designed to ensure that information required to be disclosed in the Company’s periodic filings under the Exchange Act,
including this Annual Report on Form 10-K, is recorded, processed, summarized and reported on a timely basis. These disclosure
controls and procedures include controls and procedures designed to ensure that information required to be disclosed under the
Exchange Act is accumulated and communicated to the Company’s management on a timely basis to allow decisions regarding
required disclosure. Management, including the Company’s Chief Executive Officer and Chief Financial Officer, has evaluated the
effectiveness of the design and operation of the Company’s disclosure controls and procedures (as defined under Rules 13a-15(e) and
15d-15(e) of the Exchange Act) as of December 31, 2012. Based on management’s assessment, the Chief Executive Officer and the
Chief Financial Ofticer have concluded that the Company’s disclosure controls and procedures were effective as of
December 31, 2012.

Limitations on Effectiveness of Controls and Procedures. In designing and evaluating the disclosure controls and
procedures, management recognizes that any controls and procedures, no matter how well designed and operated, can provide only
reasonable assurance of achieving the desired control objectives. In addition, the design of disclosure controls and procedures must
reflect the fact that there are resource constraints and that management is required to apply judgment in evaluating the benefits of
possible controls and procedures relative to their costs.

Management’s Report on Internal Control over Financial Reporting. This Annual Report on Form 10-K does not
include a report of management’s assessment regarding internal control over financial reporting due to a transition period established
by the rules of the SEC for newly public companies.

Attestation Report of the Registered Public Accounting Firm. This Annual Report on Form 10-K does not include an
attestation report of our independent registered public accounting firm due to a transition period established by the rules of the SEC
for newly public companies. Further, the Company’s independent registered public accounting firm will not be required to formally
attest to the effectiveness of the Company’s internal controls over financial reporting for as long as it is an “emerging growth
company” pursuant to the provisions of the Jumpstart Our Business Startups Act.

Changes in Internal Control Over Financial Reporting. There were no changes in the Company’s internal control over
financial reporting during the quarter ended December 31, 2012 that have materially affected, or are reasonably likely to materially
affect, the Company’s internal control over financial reporting.

Item 9B. Other Information

None
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PART HI
Item 10. Directors, Executive Officers and Corporate Governance
The information required by this item is incorporated by reference to the Company’s definitive proxy statement relating to the
2013 Annual Meeting of Stockholders, which will be filed with the Securities and Exchange Commission not later than 120 days after
December 31, 2012.
Item 11. Executive Compensation
The information required by this item is incorporated by reference to the Company’s definitive proxy statement relating to the
2013 Annual Meeting of Stockholders, which will be filed with the Securities and Exchange Commission not later than 120 days after
December 31, 2012.
Item 12, Security Ownership of Certain Beneficial Owners and Management and Related Shareholder Matters
The information required by this item is incorporated by reference to the Company’s definitive proxy statement relating to the
2013 Annual Meeting of Stockholders, which will be filed with the Securities and Exchange Commission not later than 120 days after
December 31, 2012.
Item 13. Certain Relationships and Related Transactions, and Director Independence
The information required by this item is incorporated by reference to the Company’s definitive proxy statement relating to the
2013 Annual Meeting of Stockholders, which will be filed with the Securities and Exchange Commission not later than 120 days after
December 31, 2012.
Item 14. Principal Accountant Fees and Services
The information required by this item is incorporated by reference to the Company’s definitive proxy statement relating to the

2013 Annual Meeting of Stockholders, which will be filed with the Securities and Exchange Commission not later than 120 days after
December 31, 2012.
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PART IV
Item 15. Exhibits, Financial Statement Schedules
(a) The following financial statements, financial statement schedules and exhibits are filed as a part of this report:
I.  Financial Statements. WashingtonFirst’s consolidated financial statements are included in Item 8 of this report.

2. Financial Statement Schedules. Financial statement schedules have been omitted because they are either not required, not
applicable or the information required to be presented is included in WashingtonFirst’s financial statements and related
notes.

3. Exhibits. The following exhibits are filed herewith pursuant to the requirements of Iltem 601 of Regulation S-K:
EXHIBIT LIST

Exhibit Description
217 Agreement and Plan of Reorganization, dated as of May 3, 2012, by and among WashingtonFirst
Bankshares, Inc., Alliance Bankshares Corporation and Alliance Bank Corporation (included as
Appendix A to Amendment No. 3 to the Registration Statement on Form S-4 filed with the Securities and
Exchange Commission by WashingtonFirst Bankshares, Inc. on November 9, 2012 (File No. 333-
183255))

2.2 Amendment No. 1, dated August 9, 2012, to the Agreement and Plan of Reorganization, dated as of
May 3, 2012, by and among WashingtonFirst Bankshares, Inc., Alliance Bankshares Corporation and
Alliance Bank Corporation (included as Appendix A to Amendment No. 3 to the Registration Statement
on Form S-4 filed with the Securities and Exchange Commission by WashingtonFirst Bankshares, Inc. on
November 9, 2012 (File No. 333-183255))

3.1 Articles of Incorporation of WashingtonFirst Bankshares, Inc. filed February 25, 2009, as amended (filed
as Exhibit 3.1 to Form 8-K filed with the Securities and Exchange Commission by WashingtonFirst on
December 21, 2012 (File No. 001-35768))

3.2 Articles of Amendment to the Articles of Incorporation of WashingtonFirst Bankshares, Inc. filed
January 28, 2013 (filed as Exhibit 3.1 to Form 8-K filed with the Securities and Exchange Commission by
WashingtonFirst on February 6, 2013 (File No. 001-35768))

3.3 Bylaws of WashingtonFirst Bankshares, Inc. adopted February 25, 2009 (included as Exhibit 3.7 to the
Registration Statement on Form S-4 filed with the Securities and Exchange Commission by
WashingtonFirst Bankshares, Inc. on August 13, 2012 (File No. 333-183255))

4.1 Form of certificate representing shares of the WashingtonFirst Bankshares, Inc.’s common stock
(included as Exhibit 4.1 to Amendment No. 1 to the Registration Statement on Form S-4 filed with the
Securities and Exchange Commission by WashingtonFirst Bankshares, Inc. on September 21, 2012 (File
No. 333-183255))

4.2 WashingtonFirst Bankshares, Inc. Senior Non-Cumulative Perpetual Preferred Stock, Series D (included
as part of Exhibit 3.5 to the Registration Statement on Form S-4 filed with the Securities and Exchange
Commission by WashingtonFirst Bankshares, Inc. on August 13, 2012 (File No. 333-183255))

4.3 Form of certificate representing shares of WashingtonFirst Bankshares, Inc.’s non-voting common stock
(included as included as Exhibit 4.3 to Amendment No. 2 to the Registration Statement on Form S-4 filed
with the Securities and Exchange Commission by WashingtonFirst Bankshares, Inc. on
November 5, 2012 (File No. 333-183255))

10.1 Second Amended and Restated Executive Employment Agreement, dated September 21, 2012, by and
between WashingtonFirst Bank and Shaza L. Andersen (included as Exhibit 10.1 to Amendment No. 1 to
the Registration Statement on Form S-4 filed with the Securities and Exchange Commission by
WashingtonFirst Bankshares, Inc. on September 21, 2012 (File No. 333-183255))
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10.3
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10.5

10.6
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10.9

10.10

10.11

21*

31.1*

31.2*

32.1%

Second Amended and Restated Severance Payment Agreement, dated September 21, 2012, by and
between WashingtonFirst Bank and Richard D. Horn (included as Exhibit 10.2 to Amendment No. 1 to
the Registration Statement on Form S-4 filed with the Securities and Exchange Commission by
WashingtonFirst Bankshares, Inc. on September 21, 2012 (File No. 333-183255))

Second Amended and Restated Severance Payment Agreement, dated September 21, 2012, by and
between WashingtonFirst Bank and George W. Connors, 1V (included as Exhibit 10.3 to Amendment
No. 1 to the Registration Statement on Form S-4 filed with the Securities and Exchange Commission by
WashingtonFirst Bankshares, Inc. on September 21, 2012 (File No. 333-183255))

Investment Agreement, dated as of May 3, 2012, by and between WashingtonFirst Bankshares, Inc. and
Endicott Opportunity Partners I1I, L.P. (included as Exhibit 10.4 to the Registration Statement on Form S-
4 filed with the Securities and Exchange Commission by WashingtonFirst Bankshares, Inc. on

August 13,2012 (File No. 333-183255))

Investment Agreement, dated as of June 20, 2012, by and between WashingtonFirst Bankshares, Inc. and
Castle Creek Capital Partners 1V, L.P. (included as Exhibit 10.5 to the Registration Statement on Form S-
4 filed with the Securities and Exchange Commission by WashingtonFirst Bankshares, Inc. on

August 13, 2012 (File No. 333-183255))

WashingtonFirst Bankshares, Inc. 2010 Equity Compensation Plan (including form of award agreement)
(included as Appendix E to Amendment No. 3 to the Registration Statement on Form S-4 filed with the
Securities and Exchange Commission by WashingtonFirst Bankshares, Inc. on November 9, 2012 (File
No. 333-183255))

Form of Nonqualified Stock Option Agreement (included as Exhibit 10.7 to the Registration Statement on
Form S-4 filed with the Securities and Exchange Commission by WashingtonFirst Bankshares, Inc. on
August 13, 2012 (File No. 333-183255)))

Form of Restricted Stock Agreement (included as Exhibit 10.8 to the Registration Statement on Form S-4
filed with the Securities and Exchange Commission by WashingtonFirst Bankshares, Inc. on
August 13, 2012 (File No. 333-183255))

Form of Indemnification Agreement between WashingtonFirst Bankshares, Inc. and each of the directors
and executive officers thereof (included as Exhibit 10.9 to Amendment No. 1 to the Registration
Statement on Form S-4 filed with the Securities and Exchange Commission by WashingtonFirst
Bankshares, Inc. on September 21, 2012 (File No. 333-183255))

Amendment No. 1 to Investment Agreement, dated September 21, 2012, by and between WashingtonFirst
Bankshares, Inc. and Endicott Opportunity Partners I11, L.P. (included as Exhibit 10.10 to Amendment
No. 1 to the Registration Statement on Form S-4 filed with the Securities and Exchange Commission by
WashingtonFirst Bankshares, Inc. on September 21, 2012 (File No. 333-183255))

Amendment No. | to Investment Agreement, dated September 21, 2012, by and between WashingtonFirst
Bankshares, Inc. and Castle Creek Capital Partners 1V, L.P. (included as Exhibit 10.11 to Amendment
No. 1 to the Registration Statement on Form S-4 filed with the Securities and Exchange Commission by
WashingtonFirst Bankshares, Inc. on September 21, 2012 (File No. 333-183255))

Subsidiaries of WashingtonFirst Bankshares, Inc.

Certification by CEO pursuant to Rule 13a-14(a) or 15d-14(a) of the Securities Exchange Act of 1934, as
adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

Certification by CFO pursuant to Rule 13a-14(a) or 15d-14(a) of the Securities Exchange Act of 1934, as
adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

Certification by CEO and CFO pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of
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the Sarbanes-Oxley Act of 2002.

101** Interactive data files pursuant to Rule 405 of Regulation S-T: WashingtonFirst Bankshares, Inc.’s (i)
Consolidated Statements of Operations for the years ended December 31, 2012 and 201 1; (ii)
Consolidated Statements of Comprehensive Income for the years ended December 31, 2012 and 201 1;

(iit) Consolidated Balance Sheets as of December 31, 2012 and 2011; (iv) Consolidated Statements of

Cash Flows for the years ended December 31, 2012 and 2011; (v) Consolidated Statement of

Shareholders’ Equity for the years ended December 31, 2012 and 2011; and (vi) the notes to the

foregoing Consolidated Financial Statements.

*%

Filed with this Annual Report on Form 10-K.
Furnished with this Annual Report on Form 10-K.

The schedules to this agreement have been omitted for this filing pursuant to Item 601(b)(2) of Regulation S-K. The registrant
will furnish copies of such schedules to the SEC upon request.
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SIGNATURES

Pursuant to the requirements 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.

WASHINGTONFIRST BANKSHARES, INC.
(Registrant)

Thnderon

March 22, 2013

Date Shaza L. Andersen.
Chief Executive Officer
(Principal Executive Officer)

March 22, 2013 %f

Date Matthew R. Johnson
Executive Vice President &
Chief Financial Officer
(Principal Financial and Accounting Officer)
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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.

March 22, 2013
Date

March 22, 2013
Date

March 22, 2013
Date

March 22, 2013
Date

March 22, 2013
Date

March 22, 2013
Date

March 22, 2013
Date

March 22, 2013
Date

March 22, 2013
Date

March 22, 2013
Date

March 22, 2013
Date

March 22, 2013
Date

March 22, 2013
Date

March 22, 2013
Date

/s/ Charles E. Andrews
Charles E. Andrews
Director

/s/ Joseph S. Bracewell
Joseph S. Bracewell

Chairman of the Board of Directors

/s/ Oliver T. Carr, 111
Oliver T. Carr, I11
Director

/s/ George W. Connors IV
George W. Connors IV
Director, President & Chief Lending Officer

/s/ Josephine S. Cooper
Josephine S. Cooper
Director

/s/ John H. Dalton

John H. Dalton
Director

/s/ Donald W. Fisher
Donald W. Fisher
Director

/s/ Richard D. Horn
Richard D. Horn
Director and General Counsel

/s/ D. Mark Lowers
D. Mark Lowers
Director

/s/ John J. Mahoney
John J. Mahoney
Director

/s/ Juan A. Mencia
Juan A. Mencia
Director

/s/ Larry D. Meyers
Larry D. Meyers

Director

/s/ Mark C. Michael
Mark C. Michael
Director

/s/ Madhu K. Mohan, MD
Madhu K. Mohan, MD
Director
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March 22, 2013 /s/ Ken Morrissette

Date Ken Morrissette
Director

March 22, 2013 /s/ James P. Muldoon

Date James P. Muldoon
Director

March 22, 2013 /s/ William C. Oldaker

Date William C. Oldaker
Director

March 22, 2013 /s/ Randall S. Peyton, MD

Date Randall S. Peyton, MD
Director

March 22, 2013 /s/ Joe R. Reeder

Date Joe R. Reeder
Director

March 22, 2013 /s/ William G. Reilly

Date William G. Reilly
Director

March 22, 2013 /s/ Gail R. Steckler

Date Gail R. Steckler
Director

March 22, 2013 /s/ Johnnie E. Wilson

Date Johnnie E. Wilson
Director

March 22, 2013 /s/ Shaza L,. Andersen

Date Shaza L. Andersen

Director and Chief Executive Officer
(Principal Executive Officer)

March 22, 2013 /s/ Matthew R. Johnson
Date Matthew R. Johnson
Executive Vice President & Chief Finanical Officer

(Principal Financial and Accounting Officer)
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BRANCH LOCATIONS
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Virginia Branches

Annandale

7023 Little River Turnpike
First Floor

Annandale, VA 22003
Telephone: (703) 256-1262
Facsimile: (703) 256-3063

Ballston

4501 North Fairfax Drive
Lobby Level

Arlington, VA 22203
Telephone: (703} 814-7280
Facsimile: (703) 248-9171

Fairfax

10777 Main Street, Suite 105
Fairfax, VA 22030
Telephone: (703) 383-5181
Facsimile: (703) 383-5838

Maryland Branches

Bethesda

7708 Woodmont Avenue
Bethesda, MD 20814
Telephone: (301) 215-9089
Facsimile: (301) 215-9124

Greenbelt

6329 Greenbelt Road
College Park, MD 20740
Telephone: (301) 220-1226
Facsimile: (301) 220-0843

Oxon Hill

6089 Oxon Hill Road
Oxon Hill, MD 20745
Telephone: (301) 567-3100
Facsimile: (301) 567-8367

Fair Lakes

12735 Shoppes Lane
Fairfax, VA 22033
Telephone: (703) 631-6411
Facsimile: (703) 6311672

Great Falls

9851 Georgetown Pike
Great Falls, VA 22066
Telephone: (703) 438-9250
Facsimile: (703) 438-9254

Manassas Park

9113 Manassas Drive
Manassas Park, VA 20111
Telephone: (703) 396-7745
Facsimile: (703) 396-7754

District of Columbila Branches

19th Street

1146 19th Street, NW
Washington, DC 20036
Telephone: (202) 331-7031
Facsimile; (202) 861-1317

Connecticut Avenue

1025 Connecticut Avenue, NW
Washington, DC 20036
Telephone: (202) 296-5588
Facsimile: (202) 296-5236

K Street

1500 K Street, NW
Washington, DC 20005
Telephone: (202) 587-7000
Facsimile: (202) 638-6066

Reston

11636 Plaza America Drive
Reston, VA 20190
Telephone: (703) 481-0118
Facsimile: (703) 481-0280

Sterling

46901 Cedar Lake Plaza
Sterling, VA 20164
Telephone: (703) 421-6900
Facsimile: (703) 421-5820

Tysons Corner

8221 Old Courthouse Rd., Suite 100
Vienna, VA 22182

Telephone: (703) 814-7260
Facsimile: (703) 356-4078

To learn more about our focations,
scan the code or visit our website at
wibi.com
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COMPANY INFORMATION

Executive Officers

WashingtonFirst Bankshares, Inc.

Shaza L. Andersen

President & Chief Executive Officer

Matthew R. Johnson
Executive Vice President
& Chief Financial Officer

Richard D. Horn
General Counsel
& Corporate Secretary

WashingtonFirst Bank
Shaza L. Andersen
Chief Executive Officer

George W. Connors, IV
President & Chief Credit Officer

Matthew R. Johnson
Executive Vice President
& Chief Financial Officer

Richard D. Horn
General Counsel
& Corporate Secretary

WashingtonFirst Bankshares, Inc.
Corporate Headquarters

11921 Freedom Drive, Suite 250
Reston, VA 20190

(703) 840-2410

(703) 707-8307 {Fax)

Email: info@wfbi.com
www.wibi.com

Annual Shareholder Meeting

Tuesday, April 30, 2013 from 11:00am EST
at The Tower Club Tysons Corner.

For additional information, please call
(703) 840-241.

The Tower Club Tysons Corner

8000 Towers Crescent Drive, Suite 1700
Vienna, Virginia 22182

(571) 3351377

Stock Transfer Agent & Registrar
Broadridge Corporate

Issuer Solutions, Inc.

(877) 830-4936

Stock Exchange Information
WashingtonFirst Bankshares, Inc. common
stock is traded on NASDAQ under the
symbol WFBI.

To learn more, scan the code or visit
our Investor Relations page at
wfbi.com
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