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ITEM 8.01 OTHER EVENTS.

On July 15, 2014, TowneBank and Franklin Financial Corporation (“Franklin Financial) announced the
execution of an Agreement and Plan of Reorganization, dated as of July 14, 2014, by and among
TowneBank, Franklin Financial and Franklin Federal Savings Bank (the “Bank Subsidiary”), the wholly-
owned bank subsidiary of Franklin Financial (the “Merger Agreement”), pursuant to which Franklin
Financial and the Bank Subsidiary will merge with and into TowneBank.

A copy of the press release issued jointly by TowneBank and Franklin Financial announcing the
execution of the Merger Agreement is included as Exhibit 99.1 to this report and is incorporated herein by
reference. In addition, TowneBank will be providing supplemental information regarding the proposed
transaction in connection with presentations to analysts and investors. The slides to be used in connection
with these presentations are attached hereto as Exhibit 99.2.
ITEM 9.01 FINANCIAL STATEMENTS AND EXHIBITS.

(d) Exhibits.

The following exhibits are filed herewith:

Exhibit No. Description of Exhibit

99.1 Press release issued jointly by TowneBank and Franklin Financial
Corporation on July 15, 2014.

99.2 Investor Presentation dated July 15, 2014.

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.

TOWNE BANK
(Registrant)

/s/ Clyde E. McFarland, Jr.

Clyde E. McFarland, Jr.
Senior Executive Vice President & Chief Financial Officer

Date: July 15, 2014
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News Release

For more information contact:
G. Robert Aston, Jr., TowneBank Chairman and CEO, (757) 638-6780
Richard T. Wheeler, Jr., Franklin Financial Chairman, President and CEO, (804) 967-7018

FOR IMMEDIATE RELEASE

TOWNEBANK ANNOUNCES AGREEMENT TO ACQUIRE
FRANKLIN FINANCIAL CORPORATION

Suffolk & Richmond, Va. July 15, 2014 — Hampton Roads-based TowneBank (NASDAQ:
TOWN) and Richmond-based Franklin Financial Corporation (NASDAQ: FRNK) today
announced the signing of a definitive merger agreement pursuant to which TowneBank will
acquire Franklin.

“Our Towne family is humbled and excited to join hands with a legendary company that has
served the greater Richmond community for over 80 years,” said G. Robert Aston, Jr., Chairman
and CEO of TowneBank. “Since the founding of Towne in my home garage fifteen years ago,
we have built our company around the values of “serving others and enriching lives” while
striving to build a great community asset. We consider it a wonderful privilege to expand our
business to Richmond and we are grateful to Rick Wheeler and our friends at Franklin for the
invitation to join with them.”

Richard T. Wheeler, Jr., Chairman, President and CEO of Franklin added, “we are extremely
pleased and excited to be joining forces with such a consistently profitable, rapidly growing and
well regarded banking institution. | expect this combination to provide appreciable long-term
value for our respective shareholders, and it will enable the combined institution to provide a
much greater line of products to Franklin Federal’s current customers. We have respected Bob
Aston and his team for many years and admired TowneBank’s ability to not only succeed, but to
excel. Since its opening in 1999, TowneBank has grown to be the largest community bank and
the third largest bank in Hampton Roads, and we expect similar growth in the Richmond market.
Furthermore, we share similar values towards employees, customers, communities and
shareholders, so our cultures should blend smoothly.”

Based on financials reported on March 31, 2014, the combined companies would have total
assets of $5.9 billion, deposits of $4.1 billion and loans of $3.8 billion. Under the terms of the
agreement, common shareholders of Franklin will receive 1.40 shares of TowneBank common
stock for each share of Franklin. This implies a deal value per share of $23.04 or approximately
$275 million based on TowneBank’s closing stock price of $16.46 on Monday, July 14, 2014,

In consideration of the merger, extensive due diligence was performed over a multi-week period.



Under the proposed terms, the transaction is expected to be accretive to TowneBank’s earnings
in 2016 and thereafter. Further it is anticipated that the transaction will be immediately accretive
to TowneBank’s capital ratios, which already exceed well-capitalized regulatory standards. “In
addition to acquiring a great foundation for our entry into the Richmond market, this transaction
has the added benefit of effectively being a capital raise due to Franklin’s strong capital base.
Accordingly, the transaction will provide capital for additional expansion in Richmond as well as
retiring the preferred stock we issued in connection with the Small Business Lending Fund
Program,” added Aston.

Rick Wheeler will join the TowneBank Corporate Board and Executive Committee as well as
serving on the TowneBank of Richmond Board along with other Franklin board members and a
yet to be named group of Central Virginia business and community leaders. T. Patrick Collins, a
prominent Richmond banker, has been named as President and CEO of TowneBank of
Richmond. TowneBank’s current executive management, led by Aston and TowneBank
President, J. Morgan Davis, will form the core of the combined company’s leadership team.

An investor presentation outlining the transaction is provided on the TowneBank website at
www.townebank.com under “Investor Relations”.

Sandler O’Neill + Partners, LP acted as financial advisor to TowneBank and LeClairRyan, A
Professional Corporation acted as its legal advisor in the transaction. Keefe, Bruyette & Woods,
Inc. acted as financial advisor to Franklin and Kilpatrick, Townsend & Stockton, LLP acted as
its legal advisor.

About TowneBank

As one of the top community banks in Virginia and North Carolina, TowneBank operates 28
banking offices serving Chesapeake, Hampton, Newport News, Norfolk, Portsmouth, Suffolk,
Virginia Beach, Williamsburg, James City County and York County in Virginia along with
Moyock, Grandy, Camden, Southern Shores, Corolla and Kill Devil Hills in North Carolina.
Towne also offers a full range of financial services through its controlled divisions and
subsidiaries that include Towne Investment Group, Towne Insurance Agency, TFA Benefits,
TowneBank Mortgage, TowneBank Commercial Mortgage, Prudential Towne Realty, Towne
1031 Exchange, LLC, and Corolla Classic Vacations. Local decision-making is a hallmark of its
hometown banking strategy that is delivered through the leadership of each group’s President
and Board of Directors. With total assets of $4.78 billion as of March 31, 2014, TowneBank is
one of the largest banks headquartered in Virginia.

About Franklin

As one of the largest and oldest community based financial institutions serving Richmond and
Central Virginia, Franklin operates eight banking offices and has assets of $1.1 billion. Franklin
offers a wide range of retail deposit and investment brokerage services and has been a leader in
commercial real estate finance.

At March 31, 2014, Franklin had total deposits of $671 million, net loans of $555 million and
total shareholders’ equity of $243 million. Franklin’s capital ratios are among the strongest in
Virginia and the nation. Throughout its 80 year history, Franklin has been committed to its
customers, its community, its employees and its members/shareholders.



Additional Information and Where to Find It

In connection with the proposed merger, TowneBank will file with the Federal Deposit
Insurance Corporation (the “FDIC”) a proxy statement/prospectus and Franklin will file with the
Securities and Exchange Commission (the “SEC”) a preliminary proxy statement. TowneBank
and Franklin will each deliver a definitive joint proxy statement/prospectus to their respective
stockholders seeking approval of the merger and related matters. In addition, each of
TowneBank and Franklin may file other relevant documents concerning the proposed merger
with the FDIC and SEC.

Investors and stockholders of both companies are urged to read the definitive joint proxy
statement/prospectus when it becomes available and any other relevant documents to be filed
with the FDIC and SEC in connection with the proposed merger because they will contain
important information about TowneBank, Franklin and the proposed transaction. Investors and
stockholders may obtain free copies of certain of these documents through the website
maintained by the SEC at http://www.sec.gov. Free copies of the definitive joint proxy
statement/prospectus, when available, also may be obtained by directing a request by telephone
or mail to TowneBank, 6001 Harbour View Boulevard, Suffolk, Virginia 23425, Attention:
Investor Relations (telephone: (757) 638-6794), or Franklin Financial Corporation, 4501 Cox
Road, Glen Allen, Virginia 23060, Attention: Investor Relations (telephone: (804) 967-7023), or
by accessing TowneBank’s website at https://townebank.com under “Investor Relations” or
Franklin’s website at https://www.franklinfederal.com under “Investor Relations.” The
information on TowneBank’s and Franklin’s websites is not, and shall not be deemed to be, a
part of this release or incorporated into other filings either company makes with the FDIC or
SEC.

TowneBank and Franklin, and their respective directors and executive officers, may be deemed
to be participants in the solicitation of proxies from the stockholders of TowneBank and/or
Franklin in connection with the merger. Information about the directors and executive officers of
TowneBank is set forth in the proxy statement for TowneBank’s 2014 annual meeting of
stockholders filed with the FDIC on April 18, 2014. Information about the directors and
executive officers of Franklin is set forth in the proxy statement for Franklin’s 2014 annual
meeting of stockholders filed with the SEC on January 14, 2014. Additional information
regarding the interests of these participants and other persons who may be deemed participants in
the merger may be obtained by reading the definitive joint proxy statement/prospectus regarding
the merger when it becomes available.

Forward-Looking Statements

Statements made in this release, other than those concerning historical financial information,
may be considered forward-looking statements, which speak only as of the date of this release
and are based on current expectations and involve a number of assumptions. These include
statements as to the anticipated benefits of the merger, including future financial and operating
results, cost savings and enhanced revenues that may be realized from the merger as well as
other statements of expectations regarding the merger and any other statements regarding future
results or expectations. Each of TowneBank and Franklin intends such forward-looking
statements to be covered by the safe harbor provisions for forward-looking statements contained
in the Private Securities Litigation Reform Act of 1995 and is including this statement for



purposes of these safe harbor provisions. The companies’ respective abilities to predict results,
or the actual effect of future plans or strategies, is inherently uncertain. Factors which could have
a material effect on the operations and future prospects of each of TowneBank and Franklin, and
the resulting company, include but are not limited to: (1) the businesses of TowneBank and
Franklin may not be integrated successfully or such integration may be more difficult, time-
consuming or costly than expected; (2) expected revenue synergies and cost savings from the
merger may not be fully realized or realized within the expected timeframe; (3) revenues
following the merger may be lower than expected; (4) customer and employee relationships and
business operations may be disrupted by the merger; (5) the ability to obtain required regulatory
and stockholder approvals, and the ability to complete the merger on the expected timeframe
may be more difficult, time-consuming or costly than expected; (6) changes in interest rates,
general economic and business conditions, legislative/regulatory changes; the monetary and
fiscal policies of the U.S. government, including policies of the U.S. Treasury and the Board of
Governors of the Federal Reserve; the quality and composition of the loan and securities
portfolios; demand for loan products; deposit flows; competition; demand for financial services
in the companies’ respective market areas; their implementation of new technologies; their
ability to develop and maintain secure and reliable electronic systems; changes in the securities
markets; and accounting principles, policies and guidelines, and (7) other risk factors detailed
from time to time in filings made by TowneBank with the FDIC or Franklin with the SEC.
TowneBank and Franklin undertake no obligation to update or clarify these forward-looking
statements, whether as a result of new information, future events or otherwise. ###
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Forward-Looking Statements

Statements made in this presentation, other than those concerning historical financial information, may be considered forward-looking statements, which speak
only as of the date of this presentation and are based on current expectations and involve a number of assumptions. These include statements as to the anticipated
benefits of the merger, including future financial and operating results, cost savings and enhanced revenues that may be realized from the merger as well as other
statements of expectations regarding the merger and any other statements regarding future results or expectations. TowneBank intends such forward-looking
statements to be covered by the safe harbor provisions for forward-looking statements contained in the Private Securities Litigation Reform Act of 1995 and is
including this statement for purposes of these safe harbor provisions. TowneBank’s ability to predict results, or the actual effect of future plans or strategies, is
inherently uncertain. Factors which could have a material effect on the operations and future prospects of TowneBank, and the resulting company after the merger,
include but are not limited to: (1) the businesses of TowneBank and Franklin Financial Corporation may not be integrated successfully or such integration may be
more difficult, time-consuming or costly than expected; (2) expected revenue synergies and cost savings from the merger may not be fully realized or realized within
the expected timeframe; (3) revenues following the merger may be lower than expected; (4) customer and employee relationships and business operations may be
disrupted by the merger; (5) the ability to obtain required regulatory and stockholder approvals, and the ability to complete the merger on the expected timeframe
may be more difficult, time-consuming or costly than expected; (6) changes in interest rates, general economic and business conditions, legislative/regulatory
changes; the monetary and fiscal policies of the U.S. government, including policies of the U.S. Treasury and the Board of Governors of the Federal Reserve; the
quality and composition of the loan and securities portfolios; demand for loan products; deposit flows; competition; demand for financial services in the companies’
respective market areas; their implementation of new technologies; their ability to develop and maintain secure and reliable electronic systems; changes in the
securities markets; and accounting principles, policies and guidelines, and (7) other risk factors detailed from time to time in filings made by TowneBank with the
Federal Deposit Insurance Corporation (the “FDIC”). TowneBank undertakes no obligation to update or clarify these forward-looking statements, whether as a result
of new information, future events or otherwise.

In connection with the proposed merger, TowneBank will file with the FDIC) a proxy statement/prospectus. TowneBank will deliver a definitive joint proxy
statement/prospectus to its stockholders seeking their approval of the merger and related matters. In addition, TowneBank may file other relevant documents
concerning the proposed merger with the FDIC.

Investors and stockholders are urged to read the definitive joint proxy statement/prospectus when it becomes available and any other relevant documents to be
filed with the FDIC in connection with the proposed merger because they will contain important information. Free copies of the definitive joint proxy
statement/prospectus, when available, also may be obtained by directing a request by telephone or mail to TowneBank, 6001 Harbour View Boulevard, Suffolk,
Virginia 23425, Attention: Investor Relations (telephone: (757) 638-6794), or by accessing TowneBank’s website at https://townebank.com under “Investor
Relations.” The information on TowneBank’s website is not, and shall not be deemed to be, a part of this presentation or incorporated into other filings TowneBank
makes with the FDIC.

TowneBank and its directors and executive officers may be deemed to be participants in the solicitation of proxies from the stockholders of TowneBank in
connection with the merger. Information about the directors and executive officers of TowneBank is set forth in the proxy statement for TowneBank’s 2014 annual
meeting of stockholders filed with the FDIC on April 18, 2014. Additional information regarding the interests of these participants and other persons who may be
deemed participants in the merger may be obtained by reading the definitive joint proxy statement/prospectus regarding the merger when it becomes available.
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Overview of Transaction Terms

Transaction:

Considerations:

Transaction Value:
Ownership Split:

Board Composition:

Capital:

Required Approvals:

TowneBank to acquire Franklin Financial Corporation

1.40x shares of TOWN common stock for each share of FRNK common stock; 100% stock

$23.04 per share or $275 million

69% / 31%

Senior management team to be comprised primarily of TowneBank executives
T. Patrick Collins to lead TowneBank of Richmond

Richard T. Wheeler, Jr. added to TOWN board
TowneBank’s $76 mm of SBLF projected to be repaid at close
Transaction is substantially accretive to tangible common equity and pro forma company is

well positioned to deploy capital

Customary regulatory and shareholder approvals of both TOWN and FRNK

Expected Closing: Q4 2014
1) Based on TOWN’s closing price of $16.46 as of 7/14/14; FRNK options cashed out for apprommately $12mm 3
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Strategic Rationale

= Provides strategic expansion into Richmond market with 8 branches and over $1bn in assets

= Combined company is 2" largest independent VA bank with almost $6bn assets

Strategically

= Supports continued expansion of TOWN’s non-interest income business lines (e.g. insurance, mortgage, etc.)

Compelling

= Legal lending limit in excess of $110 million

= Diversifies TOWN'’s loan portfolio geographically

= Accretive to 2016 EPS and beyond

= Slight dilution to TBV earned back in under 2.5 years
Financial Iy = Strong capital post closing, with TCE/TA greater than 10%
Attractive = Supports growth and capital management opportunities
= 10% credit mark reduces risk

= More attractive than a capital raise of similar magnitude

= Thorough multi-week due diligence process covering all aspects of FRNK’s operations; Credit review included:

= All non-accrual loans over $500,000
= All REO including site visits

Low Risk Profile = Reviewed 82% of outstanding loans
= Strong familiarity: Members of management teams have known each other for many years

= Richmond market is well known to TOWN through their lending business and non-interest income business lines
= Many of the FRNK customers are known to TOWN

(0 TOWNE BANK



TOWN — Company Overview

. . e [ B L
=  Dominant Community Bank in Virginia Beach - Norfolk MSA - e i P
Hopewel Willamburg
sburg | .. vark Cage Chael
= Started as De Novo in 1999 o £ A ;|
o 'mnn‘ giampton
= largest Community Bank by Deposits, Loans, and Assets sme . Seihfokd
Suffolk— @ .Virgmm Beach
= Strong performance (@) pise ®hesapéake
e i g A
= 2013 ROAA of 0.9% - w3 Wosen
N : Mintonsville e, LN
= 14 years of increasing earnings o, T OB B
ggemton ()
. . - Aecsare Soesd~ @xn Do i
= Strong non-interest income represents ~40% of revenue et
= Towne Insurance Agency — TFA Benefits
- Private Bankmg Deposits Market
Rank Institution (ST) Branches in Market Share
=  Towne Investment Group (Smm) (%)
1 WellsF & Co. (CA 56 4,459 20.55
= TowneBank Mortgage ells Fargo & Co. (¢A)
2 SunTrustBanks Inc. (GA) 41 3,561 16.41
= Prudential Towne Realty 3 TowneBank (VA) 26 3,390  15.63
A . 4 BB&T Corp. (NC) 51 3,077 14.18
= Strong and experienced Senior Management Team e e % .
™ pristine Credit 6  Monarch Financial Hldgs (VA) 12 789 3.64
7  Old Point Financial Corp. (VA) 20 731 3.37
= NPAs/ Assets never increased above 3% during financial crisis 8  Hampton Roads Bankshares Inc. (VA) 17 582 268
9  Southern BancShares (NC) (NC) 10 324 1.49
10 Farmers Bankshares Inc. (VA) 5 321 1.48

(1) Data as of 6/30/2013 FDIC Summary of Deposits
Source: SNL Financial
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FRNK — Company Overview

33 :
= $1 billion asset bank headquartered in Glen Allen, VA N Hmche
(522 ~
5. Ashland =
. . . . ) Goochland ; King William
= Eight offices serving each of Richmond’s key sub-markets A . . ]
Tuck‘)e‘w‘l
] ) . . Powhatan @ Richmof® %4 e Wes
= 3 ranked community bank in Richmond by deposit market & | OO
share g -
a Court House Chester Charles City
= Strong origination platform for commercial real estate loans b
153) Petersburg

= Well-seasoned relationships with the region’s premier real estate

firms

Deposits Market

Rank Institution (ST) Branches in Market Share
= Completed mutual-to-stock conversion in 2011 ($mm) (%)
1  Bank of America Corp. (NC) 25 11,689 37.83
- EXCGSS Capltal 2 Wells Fargo & Co. (CA) 65 6,234 20.18
3 SunTrust Banks Inc. (GA) 46 3,656 11.83
4 BB&T Corp. (NC) 43 2,649 8.57
" TCE / TA of 22.20% at Ql 2014 5  Union Bkshs Corp (VA) 42 1,634 5.29
6  C&F Financial Corp. (VA) 17 741 2.40
= Total Capital Ratio of 29.74% 2 at Q1 2014 7 Franklin Financial Corp. (VA) 8 637 206
8  FirstCapital Bancorp Inc. (VA) 8 458 1.48
9  Village Bank & Trust Finl Corp (VA) 12 420 1.36
(1) Data as of 6/30/2013 FDIC Summary of Deposits 10 Eastern Virginia Bankshares (VA) 9 354 1.14
(2) Bank level per company filings .

Source: SNL Financial
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Pro Forma Company Becomes 2" Largest Independent
Bank in Virginia

Virginia Deposit Market Share'

Market Highlights

o Nur:fber Deposits  Market = Transaction creates the second largest
fank Instittlon (51) Branches _(omm) Share independent community bank in Virginia, which is
1 Wells Fargo & Co. (CA) 2% Y 18.1% one of the most attractive markets in the U.S.
2 Bank of America Corp. (NC) 154 22,541 13.5
3 BB&T Corp. (NC) 364 21,874 131 = 3rd|argest bank headquartered in Virginia
4 SunTrust Banks Inc. (GA) 227 17,233 103 = Strong market presence in northeastern North
5  Capital One Financial Corp. (VA) 83 13,078 7.8 Carolina
6  Union Bkshs Corp (VA) 131 5,748 34 T 5=
7 United Bankshares Inc. (WV) 63 3,961 24 e - i T | e Town
Pro Forma 37 3,887 23 S Sk . D Fln, = o m
8  Carter Bank & Trust (VA) 88 3,758 2.3 B : .M: 2
[ 9 TowneBank(vA) 29 3,251 2.0 e INLAD T e
10 PNCFinancial Services Group (PA) 100 2,899 1.7 il o g b L e . 7
11  Burke & Herbert Bank & Trust (VA) 25 2,204 1.3 av :.‘.- ~ U
12 Cardinal Financial Corp. (VA) 27 2,198 1.3 3 = - e N ! “T’j:'.“.a‘
13 Citigroup Inc. (NY) 11 1,964 1.2 = g iy .- o o e
14  First Citizens BancShares Inc. (NC) 47 1,347 0.8 T e i”::bv';:
15  Toronto-Dominion Bank 20 1,141 0.7 " o E “‘T .
16  C&F Financial Corp. (VA) 26 1,013 0.6 — o %
17  Eastern Virginia Bankshares (VA) 28 992 0.6 Branches: 37 - = =\ v
18 Hampton Roads Bankshares Inc. (VA) 25 982 0.6 1 Assets: $5.9 billion - S __ e, ::;;‘
19  First Bancorp Inc. (VA) 18 981 0.6 s S = ~3
20  Middleburg Financial Corp. (VA) 13 964 0.6 Loans: $3.8 billion I v =
31  Franklin Financial Corp. (VA) 8 637 0.4 Deposits: $4.4 billion [P e H\
(1) Data as of 6/30/2013 FDIC Summary of Deposits; TOWN branch data as of 3/31/14 el W - : i

(2) Presented for illustrative purposes only and does not indicate actual results of the combined company
Source: SNL Financial
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Deep Presence in Attractive Virginia Markets

=  Richmond, VA
= Ranked #56 on Forbes’ “Best Places for
Business and Careers”
= Major industries include healthcare,
technology, financial services
= Six Fortune 500 companies headquartered
in Richmond, including:
= Dominion Resources
CarMax
Owens & Minor
Genworth Financial
MeadWestvaco
Altria Group
=  Hampton Roads Region '
=  Major companies headquartered in
Hampton Roads region include:
= Norfolk Southern
= Sentara Health System
= Dollar Tree
= Smithfield Foods
=  Home to 12 major military installations
including the country’s largest naval base
= The Port of Virginia is one of the largest
container ports on the East Coast

(1) Includes Norfolk, Portsmouth, Virginia Beach, Chesapeake, Suffolk, Newport News, Hampton
Source: SNL Financial, Forbes

(0 TOWNE BANK

Richmond, VA

Total population: 1,247,586

Projected population change: 4.43%
= Nationwide: 3.50%
= Median household income: $57,679
= Nationwide: $51,579
Hampton Roads Region'
= Total population: 1,722,167
= Projected population change: 3.93%

= Median household income: $60,617



Pro Forma Financial Impact

= Gross credit mark of 10%, $60 million * Financial Impact:

=  Accretive in 2016 and beyond

=  One-time merger related expenses of ~510 = Single-digit TBV dilution in 2015
million (pre-tax) = TBV accretive in less than 2.5 years
= Cost savings expected to be 33% of FRNK’s = Balance Sheet at Close ":
non-interest expense base (excluding ESOP = Assets: ~¥$6bn
expense) * Loans: ~$4bn

= Deposits: ~S5bn
= Revenue synergies identified not included in

modeling * Capital Ratios at Close ™:
= TCE/TA:10.6%
= TOWN’s SBLF projected to be repaid at = Tier 1 Leverage: 10.8%
close = Tier 1 Capital: 13.5%

= Total RBC: 14.4%

(1) Presented for illustrative purposes only and does not indicate actual results of the combined company 9
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Credit Due Diligence

= Diligence Highlights

= Comprehensive credit due diligence process to review Franklin’s loan and OREO portfolios

= Conservative credit mark of 10%

= All non-accrual loans over $500,000 reviewed

= All REO reviewed including site visits

= Reviewed 82% of total loan portfolio

0 TOWNE BANK

10



Pro Forma Loans & Deposits

Loan Composition

TOWN FRNK Pro Forma'
Consumer Other  construction C&l Construction Consumer Other A
c&l 1% 1% 14% 3% 16% cal 1% 19  Construction

14%

12% 15%

1-4 Family
13%
. CRE 1-4 Famil
1-4 Family P o y
26% b
CRE
CRE P 42% Multifamil
42% Multifamily Multifamily y
2% 22% 5%

$3.3bn
Yield on Loans: 4.73%

$555 mm
Yield on Loans: 5.73%

$3.9bn
Yield on Loans: 4.87%

Deposit Composition

TOWN FRNK Pro Forma'
Jumbo Time Transaction Jumbo Time
o 59% Jumbo Time 1% 7%
Retail ;I'lme 20% Retail Time
10% 14% Transaction
Transaction MMDA & X2
41% Savings
44%
MMDA & o MMDA &
Savings Retail ;I'lme Savings
2% 35% 24%
$3.7bn $675mm $4.4bn
Cost of Deposits: 0.37% Cost of Deposits: 0.99% Cost of Deposits: 0.47%

(1) Pro forma loan and deposit composition is preliminary and does not give effect to purchase accounting adjustments; yield on loans is loan-weighted, cost of deposits is deposit-weighted; presented for illustrative
purposes only and does not indicate actual results of the combined company

Note: Data from regulatory and company filings

Source: SNL Financial 1
e
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Benefits to Stakeholders

Customers

High-touch, exquisite service

Enhanced product and services offering
Wider geographic footprint of service

8 convenient Richmond locations
Higher legal lending limit

Employees

Franklin employees will join the TOWN family that has been recognized as one of the “Best Places to Work” by
Inside Business

Limited market overlap will provide opportunities for growth in responsibilities and roles
Companies familiarity should ensure smooth integration

TOWN is an experienced acquiror, having completed 22 financial services acquisitions over the last 15 years

Shareholders

TOWN has a long track record of superior financial results: recognized by SNL as one of the top 15 consistently
high-performing banks since 2003

ROAA of 0.9% in 2013
Pro forma EPS accretion in 2016 and minimal TBV dilution earned back in under 2.5 years

Strong pro forma capital, with TCE/TA above 10%, supports growth and capital management strategies

Community

Both companies have a legacy of philanthropic support to their communities

TOWN and TowneBank Foundation have provided more than $27 mm in community support since its founding in
1998

Franklin Federal Foundation, with the additional support of TOWN, will continue its legacy of community support
of charitable organizations in central Virginia

12
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