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Dear Shareholder,

The Community Financial Corporation continued its trend of 
positive earnings and solid organic growth during 2014. This 
marks the twenty-ninth consecutive year of growth in the book 
value of our shares. Our asset size of nearly $1.1 billion positions 
us to compete for market share in our geographic footprint from 
Annapolis, Maryland to Fredericksburg, Virginia. The additional 
capital raised in the fourth quarter of 2013 enabled us to expand 
into new markets that are similar to our legacy market in 
Southern Maryland.

More specifically, we are successfully pursuing organic growth 
in the Fredericksburg market. The Bank has been well received 
and is quickly meeting the credit needs of the community. We 
opened our first branch in Fredericksburg and hope to open our 
second in the downtown market in 2015. Our loan originations in 
the Virginia market exceeded $90 million in less than 18 months. 
In the Annapolis market, we opened a loan origination office in 
the fourth quarter and it is also well received. 

The Bank continues to dominate its legacy deposit market 
in Southern Maryland. The most recent FDIC survey places 
the Bank second in the overall deposit market. Coupled with 
our robust lending, we have a strong market presence. The 
enhancement of our deposit products and services that we 
have invested in over the last several years enables the Bank to 
pursue a larger and broader customer base. This allows the Bank 
to better manage its deposit funding and has improved net 
interest margin.

During the economic crisis, the Company was able to secure 
additional capital through the Small Business Lending Fund 
(“SBLF”) due to our financial strength and commitment to small 
business lending. Our small business lending efforts lowered the 
dividend rate on these funds to one percent, the lowest level 
possible. This program is ending and dividend rates will increase 
to nine percent on April 1, 2016. The Company assessed market 
and economic conditions and the scheduled increase in the 
dividend rate to nine percent. We concluded that redeeming 

Shareholder Letter

the SBLF and replacing it with subordinated debt was in the 
shareholders’ best interests. The Company redeemed the SBLF  
and replaced it with $23 million of subordinated debt in February 
2015. This transaction ended the U.S. Treasury’s ownership interest 
in the Company. Participation in the SBLF allowed us to profitably 
serve our community’s credit needs and grow your company to 
today’s prominence. 

The Community Financial Corporation’s Board of Directors and 
company leaders have been adapting to the changes occurring in 
banking and our market. We attract highly qualified executives to 
remain competitive and nimble as a market leader should. In June 
of 2014, Bill Pasenelli became the third Chief Executive Officer in the 
65-year history of our institution. Bill has assembled one of the most 
respected management teams in the region to help him drive the 
Company’s performance to that of a top tier institution. My role as 
Executive Chairman allows me to concentrate on strategic direction, 
business development and board governance.

Now that we have established our market presence in one of the 
most attractive regions in the Mid-Atlantic, our goal is to safely 
deploy our new capital through organic growth and optimize 
the franchise value of Community Bank of the Chesapeake and 
its parent company. With your valued support and advocacy for 
community banking, we can look forward to continued success in 
our mission.

Yours truly,  

 

    
Michael L. Middleton  William J. Pasenelli 
Executive Chairman of the Board President and CEO



Year in Review & Looking Ahead

2014 marked another memorable year for Community Bank. With assets reaching one billion dollars and 
the appointment of a new chief executive officer (among other milestones), it is clear that Community 
Bank continues to grow and thrive. We are proud of our recent accomplishments and eagerly anticipate the 
highlights still to come in 2015. 

2014 July

New Branch Opens in Fredericksburg
Continuing our growth (in 
Fredericksburg), Community Bank 
opened the doors of a new branch on 
July 15 located at 1340 Central Park 
Boulevard. The branch serves both the 
personal and commercial banking needs 
of the Fredericksburg community.

Assets Reach $1 Billion
July was a milestone month 
for Community Bank as 
assets reached $1 billion. 
We are grateful for the loyal 
customers and dedicated 
employees who helped make 
this achievement possible.

William Pasenelli Becomes Chief 
Executive Officer
As long-standing CEO Michael Middleton 
transitioned to the position of Executive 
Chairman, Community Bank announced 
the appointment of William Pasenelli as its 
new President and CEO. We look forward 
to continued success under Mr. Pasenelli’s 
leadership.

October

New Annapolis Lending Office Opens
Community Bank expanded into Anne Arundel County 
in October with the opening of a new commercial 
lending center. Located at 102 Old Solomon’s Island 
Road in Annapolis, the office provides custom solutions 
and lending services to area businesses.

November

Wealth Advisors Team Expands into Virginia 
The Community Bank Wealth Advisors team now offers 
services in Virginia, thanks to the addition of Lamont 
Brown – Investment Consultant in Fredericksburg.  
We are thrilled to assist Fredericksburg residents with 
their long-term financial goals. 

December

Bank Wins Financial Education Award 
The Maryland Banker’s Association awarded Community Bank a second place recognition in the Young Adults category 
for our Financial Scholars Program (powered by EverFi), which is currently available in 13 high schools in our service area.



New Website Launches 
The Community Bank website, www.cbtc.com, was redesigned to maintain 
consistency with the Bank’s new branding elements. The website features a 
clean and contemporary design, streamlined navigation and more. 

2015 February

Community is our name, and we live it each day by exceeding expectations. 
More creative solutions. More focus. More support. Greater compassion. It’s the 
best part about being a true local bank. We can get things done, strengthen 
businesses and drive this community to its fullest potential. Anything is 
possible when we work together. 

Second Fredericksburg Location Opens 
A second Community Bank location in Fredericksburg is scheduled to open its doors later this year 
or early 2016. Located downtown, the branch will provide further opportunities for Fredericksburg 
residents and businesses to take advantage of the Bank’s offerings. 

Branches Undergo Upgrades 
Community Bank will be remodeling a number of branches throughout the year to provide customers 
with a more interactive and streamlined banking experience. We hope you will enjoy the upcoming 
improvements to our King George, Lusby, Prince Frederick and Lexington Park locations. 

December

Our Story



Financials
FINANCIALS

(dollars in thousands, except per share amounts) 2014 2013 2012 2011 2010

FINANCIAL CONDITION DATA
Total assets  $     1,082,878  $     1,023,824  $        981,639  $        983,480  $        885,936   
Loans receivable, net 862,409 799,130 747,641 710,089 654,450   
Investment securities 126,445 134,648 159,825 195,344 161,935   
Deposits 869,384 821,295 820,231 827,253 724,582   
Borrowings 76,672 70,476 61,527 60,577 71,440   
Junior subordinated debentures 12,000 12,000 12,000 12,000 12,000   
Stockholders’ equity—preferred 20,000 20,000 20,000 20,000 16,317   
Stockholders’ equity—common 96,559 90,730 59,047 55,454 54,788   
OPERATING DATA
Interest and dividend income  $          41,759  $          39,678  $          40,293  $          39,959  $          39,537   
Interest expenses 6,698 7,646 10,604 13,121 13,580   
Net interest income (NII) 35,061 32,032 29,689 26,838 25,957   
Provision for loan losses 2,653 940 2,529 4,087 3,933   
NII after provision for loan losses 32,408 31,092 27,160 22,751 22,024   
Noninterest income 4,093 4,174 4,410 4,193 3,580   
Noninterest expenses 26,235 24,844 23,804 22,249 18,195   
Income before income taxes 10,266 10,422 7,766 4,695 7,409   
Income taxes 3,776 3,771 2,776 1,534 2,643   
Net income 6,490 6,651 4,990 3,161 4,766   
Preferred stock dividends declared 200 200 200 672 847   

Income available to common shares  $             6,290  $             6,451  $             4,790  $             2,489  $             3,919   

COMMON SHARE DATA (1)

Basic earnings per common share  $               1.35  $               1.90  $               1.57  $               0.83  $               1.31   
Diluted earnings per common share                   1.35                   1.88                   1.57                   0.82                   1.30   
Dividends declared per common share                   0.40                   0.40                   0.40                   0.40                   0.40 
Book value per common share (2)                   2.55                 19.52                 19.34                 18.32                 18.25 
Common shares outstanding at end of period 4,702,715 4,647,407 3,052,416 3,026,557 3,002,616
SELECTED FINANCIAL RATIOS
Return on average assets                   0.63 %                   0.69  %                   0.52  %                   0.35  %                   0.57  % 
Return on average common equity                   6.69                   9.38                   8.29                   4.47                   7.24   
Tier 1 capital to average assets                 12.24                 12.50                   9.39                   9.17                   9.44 
Risk-based capital to risk-based assets                 15.21                 15.62                 12.84                 12.69                 12.94 
Interest rate spread                   3.54                   3.44                   3.18                   3.05                   3.12   
Net interest margin                   3.68                   3.56                   3.31                   3.21                   3.32   
Efficiency ratio (3)                 67.00                 68.62                 69.81                 71.70                 61.60   
Allowance for loan losses to total loans                   0.97                   1.01                   1.09                   1.07                   1.16   
Net charge-offs to average outstanding loans                   0.28                   0.14                   0.27                   0.61                   0.61   

(2) The Company had no intangible assets as of the dates indicated. Thus, tangible book value per share is the same as book value per share for each of the 
periods indicated.

The common stock of The Community Financial Corporation (symbol: TCFC)  trades on the NASDAQ Stock Exchange. The Annual Report and the Company's 
annual report on Form 10-K  are available on the Community Bank of the Chesapeake's website at cbtc.investorroom.com. The Company's  Proxy Statement 
and Annual Report to Stockholders are available at cbtc.com/proxyandannualreport. 

(3) Efficiency ratio is noninterest expense divided by the sum of net interest income and noninterest income.

(1) In October 2013, the Company issued 1,591,300 shares of common stock at a price of $18.75 per share resulting in net proceeds of $27.4 million after 
commissions and related offering expenses. The additional shares outstanding impacted year to year comparability of per share earnings and book value 
beginning with fourth quarter 2013 results.

At or for the Years Ended December 31,
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At Community Bank, our reason for existence is simple: We aim to provide customers and businesses 
with superior financial products and services so they can accomplish their goals and reach financial 
success. But our vision goes much deeper. It is our ultimate objective to not only support those who 
entrust us with their finances, but also to extend financial support to the many organizations that work 
every day – in countless ways – to enhance the communities we serve. By providing financial resources 
to these organizations, Community Bank is able to directly impact the areas where our customers live 
and work – helping to create vibrant, thriving communities we can all be proud to call home. 

Community Involvement

Casual for a Cause 
Supported entirely by employee contributions, Casual 
for a Cause is a unique initiative in which employees are 
allowed to dress casually for the summer in exchange for a 
monetary donation. 

The success of this campaign each year is a testament 
to the employees’ deep-rooted devotion to Community 
Bank’s philanthropic spirit. In 2014, contributions to Casual 
for a Cause totaled $6,500, which were used to benefit the 
following nonprofit organizations: 

•  Calvert Library Foundation: With the goal to improve 
public library services and facilities in Calvert County, 
the Calvert Library Foundation works to secure non-
government funding from county residents, businesses 
and other private resources. Funds raised by the 
foundation are used to make significant improvements  
to area libraries and their programs. 

•  Charles County Dive Rescue Company 13: An all-
volunteer organization, Charles County Dive Rescue 
works with other public safety agencies to deliver rescue 
support for emergencies around water and ice – providing 
properly trained and equipped divers to assist the citizens 
of Charles County and neighboring jurisdictions. The 
funds they received from Community Bank will be used to 
outfit a new rescue boat recently added to their fleet. 

•  St. Mary’s Nursing and Rehabilitation Center: 
Located in Leonardtown, Maryland, St. Mary’s Nursing 
and Rehabilitation Center is a long-term care, short-
term rehabilitation and respite care facility. The 
Center provides dignified, compassionate care to the 
adult population of Southern Maryland to improve 
their quality of life within a comfortable, home-like 
atmosphere. 

•  Rappahannock Goodwill Industries: Dedicated to 
assisting individuals with barriers to employment 
(particularly those with disabilities), Rappahannock 
Goodwill Industries provides an array of vocational and 
educational services to help people find jobs and live 
as independently as possible. Serving a fast-growing 
region, they provide direct employment to more than 
550 individuals.   



Supporting Art in the Areas We Serve
Community Bank was immensely proud to begin a partnership in 2014 with the Mattawoman Creek Art Center in Indian 
Head, Maryland. A non-profit organization, the Mattawoman Creek Art Center’s mission is to encourage the practice and 
appreciation of the visual arts in Southern Maryland. This is accomplished through a variety of ways, including exhibits of 
regional, national and international art; the introduction of new art forms via innovative programming; open exchange of 
ideas among artists to foster a sense of community; and the provision of workshops, lectures, demonstrations and more. 

To support the Mattawoman Creek Art Center in its mission, Community Bank’s newly-redesigned La Plata branch displays 
art in its lobby throughout the year. The exhibits feature artwork from local artists and rotate regularly to showcase a 
diverse range of styles and artistic expression. Customers are encouraged to visit the branch to view the exhibits, as all 
artwork on display is available for purchase. 

Along with our partnership with the Mattawoman Creek Art Center in 2014, we also partnered with the St. Mary’s County 
Arts Council in Leonardtown, Maryland, to provide art for the bank’s Charlotte Hall location. We are pleased to help 
advance their mission to invest in the arts and to increase awareness of the value of the arts in St. Mary’s County. 

Moving forward in 2015, we will soon begin a third art partnership at the bank – this time with the Fredericksburg Center 
for the Creative Arts (FCCA). A nonprofit, all-volunteer organization and a partner of the Virginia Museum of Fine Arts of 
Richmond, the FCCA seeks to encourage and promote interest in and study of the arts. In support of this mission, we will 
be displaying art in our Central Park branch, with exhibits rotating quarterly. As with the art in our La Plata and Charlotte 
Hall branches, all pieces on display will be available for purchase. Please stop by later this year to see what is available – 
and keep your eyes peeled for upcoming art displays in our Prince Frederick branch, as we are currently working on an art 
partnership in Calvert County as well.

Community Bank welcomes the opportunity to bring increased visibility to local artists’ work and we sincerely enjoy 
assisting area art centers in their efforts to enrich the lives of residents through art awareness and appreciation. For more 
information about the Mattawoman Creek Art Center, the St. Mary’s County Arts Council and the FCCA, please contact

Mattawoman Creek Art Center 
Phone: (301) 743-5159 | Website: www.mattawomanart.org

St. Mary’s County Arts Council 
Phone: (240) 309-0686 | Website: www.stmarysartscouncil.com

Fredericksburg Center for the Creative Arts 
Phone: (540) 373-5646 | Website: www.fccava.org



Thank You and Best Wishes to H. Beaman Smith 
Retiring after 28 years of service as a director for the Bank, H. Beaman Smith has proven himself to be a devoted supporter 
of the Bank and its holding company, The Community Financial Corporation. Throughout his 28-year tenure as director,  
Mr. Smith provided exemplary leadership and unwavering support to his fellow directors, executive team and bank staff. 

Mr. Smith was sworn in as a director on June 19, 1986. He served as Secretary and Treasurer of the holding company from 
1998 to 2004 and was a member of the Asset-Liability and Retirement Benefits committees. A firm believer in safe and 
sound business practices, Mr. Smith’s understanding of the organization’s needs helped guide the Bank and the holding 
company through years of prosperity and growth. 

On behalf of the Bank, we thank H. Beaman Smith for his loyal service and wish him the best in his retirement!

Board of Directors and Management Team

Back Row (L to R): James F. Di Misa, Mary Todd Peterson, James R. Shepherd, M. Arshed Javaid, Philip T. Goldstein, Louis P. Jenkins, Jr., 
Gregory C. Cockerham, Austin J. Slater, Jr., James M. Burke, Christy M. Lombardi

Front Row (L to R): Rebecca J. Henderson, Michael L. Middleton, Joseph V. Stone, Jr., William J. Pasenelli and Kathryn M. Zabriskie



Michael Middleton Transitions to Executive Chairman and William Pasenelli Assumes the 
Role of Chief Executive Officer 

A Proud Past. A Promising Future.

On July 1, after forty years of dedicated service at Community Bank, long-time CEO Michael Middleton transitioned to the 
role of Executive Chairman of the Board. A visionary leader, Mr. Middleton witnessed immense growth during his time as 
CEO and spearheaded numerous initiatives – including overseeing the introduction of new banking technology to make 
financial management more convenient for Community Bank customers. Mr. Middleton is also a devoted philanthropist 
who serves on several local boards and foundations, and he imparted his philanthropic spirit on the Bank and its 
employees – directly helping to make a positive difference within the Bank’s service areas. 

“Reflecting on my role as your Chief Executive Officer, I can truly say that it has been an honor to serve The Community 
Financial Corporation and Community Bank of the Chesapeake for the last 40 years,” said Mr. Middleton.

In his new role as Executive Chairman of the Board, Mr. Middleton continues to direct corporate strategy, offer guidance, 
assist with business acquisition and maintain the corporate governance of both Community Bank of the Chesapeake and 
The Community Financial Corporation. As Mr. Middleton transitioned to the new role in July, William Pasenelli – who had 
been serving as President and Chief Financial Officer of the Bank – assumed the position of CEO. 

“Since joining the Bank, Bill has been an essential part of our management team,” said Mr. Middleton. “He has proven his 
leadership skills and extensive knowledge of the financial industry time and time again.” 

Mr. Pasenelli graduated magna cum laude from Duke University with a Bachelor of Arts degree in management science 
and is also a graduate of the National School of Banking. As a member of the American Institute of Certified Public 
Accountants and the Greater Washington Society of Certified Public Accountants, Mr. Pasenelli is deeply involved in 
the financial services industry and has a wealth of experience. He plans to continue the Bank’s tradition of providing 
exceptional customer service and contributing to local communities during his time as President and CEO. 

“I’m very excited about the direction Community Bank is going. Mike Middleton was a wonderful leader of the Bank and 
I will do everything in my power to keep our customers and the community our top priority while we continue to grow,” 
said Mr. Pasenelli. 

From all of us at Community Bank, we offer our heartfelt thanks and appreciation to Michael Middleton for his incredible 
leadership and faithful service – and we welcome William Pasenelli to the role of Chief Executive Officer. Under Mr. 
Pasenelli’s expert guidance, we look forward to carrying on the Bank’s legacy of success for many years to come. 



Branch and Lending Office Locations

Anne Arundel County, Maryland
 Annapolis – Commercial Lending Office 

Calvert County, Maryland
 Dunkirk
 Lusby
 Prince Frederick
 Prince Frederick – Commercial Lending Office

Charles County, Maryland
 Bryans Road
 La Plata
 La Plata – Commercial Lending Office
 Waldorf (St. Patrick’s Drive and Leonardtown Road) 

City of Fredericksburg, Virginia
 Central Park – Branch and Commercial Lending Office

King George County, Virginia
 King George

St. Mary’s County, Maryland
 Charlotte Hall
 Leonardtown – Branch and Commercial Lending Office
 Lexington Park

Shareholder and Investor Relations
 Marlene Smith
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 Community Bank of the Chesapeake
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