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CARTER BANKSHARES, INC. AND SUBSIDIARIES

PART I - FINANCIAL INFORMATION
Item 1. FINANCIAL STATEMENTS

CONSOLIDATED BALANCE SHEETS

June 30, December 31,
(Dollars in Thousands Except per Share Data) 2026 2025
(unaudited) (audited)
ASSETS
Cash and Due From Banks $ 41,101 $ 36,935
Interest-Bearing Deposits in Other Financial Institutions 167,427 12,134
Federal Reserve Bank Excess Reserves 68,007 56,094
Total Cash and Cash Equivalents 276,535 105,163
Securities Available-for-Sale, at Fair Value (amortized cost of $682,318 and $745,366, respectively) 640,302 691,612
Equity Securities 12,676 10,291
Loans Held-for-Sale 467 339
Portfolio Loans 3,734,594 3,879,560
Allowance for Credit Losses (55,170) (71,491)
Portfolio Loans, net 3,679,424 3,808,069
Bank Premises and Equipment, net 69,820 72,497
Goodwill 1,193 1,193
Core Deposit Intangible 812 940
Other Real Estate Owned, net 3,356 142
Other Restricted Stock, at Cost 8,476 16,830
Bank Owned Life Insurance 45,704 44811
Other Assets 63,118 100,035
Total Assets $ 4,801,883 $ 4,851,922
LIABILITIES
Deposits:
Noninterest-Bearing Demand $ 655,482 $ 620,473
Interest-Bearing Demand 866,759 808,171
Money Market 510,125 553,964
Savings 318,774 326,182
Certificates of Deposit 1,846,416 1,902,099
Total Deposits 4,197,556 4,210,889
Federal Home Loan Bank Borrowings — 178,500
Reserve for Unfunded Loan Commitments 2,220 2,992
Other Liabilities 62,961 39,844
Total Liabilities 4,262,737 4,432,225
Commitments and Contingencies - see NOTE 10.
SHAREHOLDERS’ EQUITY
Common Stock, Par Value $1.00 Per Share, Authorized 100,000,000 Shares;
Outstanding - 22,162,213 shares at June 30, 2026, and
22,083,007 shares at December 31, 2025 22,162 22,083
Additional Paid-in Capital 72,505 74,806
Retained Earnings 477,417 364,968
Accumulated Other Comprehensive Loss (32,938) (42,160)
Total Shareholders’ Equity 539,146 419,697
Total Liabilities and Shareholders’ Equity $ 4,801,883 $ 4,851,922

See accompanying notes to unaudited Consolidated Financial Statements.
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CARTER BANKSHARES, INC. AND SUBSIDIARIES
ITEM 1. FINANCIAL STATEMENTS - (continued)

CONSOLIDATED STATEMENTS OF INCOME (unaudited)
Three Months Ended June 30,

Six Months Ended June 30,

(Dollars in Thousands Except per Share Data) 2026 2025 2026 2025
INTEREST INCOME
Loans, including fees
Taxable 52,440 $ 49,522 104,523 § 97,347
Non-Taxable 503 579 1,019 1,180
Investment Securities
Taxable 5,323 6,796 10,905 13,451
Non-Taxable 385 67 451 133
Federal Reserve Bank Excess Reserves 1,519 578 2,102 1,280
Interest on Bank Deposits 1,193 65 1,303 111
Dividend Income 128 140 373 252
Total Interest Income 61,491 57,747 120,676 113,754
Interest Expense
Interest Expense on Deposits 21,402 24,059 42,957 49,082
Interest on Other Borrowings 139 1,329 1,835 2,175
Total Interest Expense 21,541 25,388 44,792 51,257
NET INTEREST INCOME 39,950 32,359 75,884 62,497
Provision (Recovery) for Credit Losses 2,010 (2,330) (31,907) (4,355)
Recovery for Unfunded Loan Commitments (554) (335) (772) (449)
Net Interest Income After Provision (Recovery) for Credit Losses 38,494 35,024 108,563 67,301
NONINTEREST INCOME
Gain on the Insurance Transaction 35,949 — 35,949 —
Gain on the Loan Sale Transaction — — 65,000 —
Losses on Sales of Securities, net (12,531) — (12,451) —
Service Charges, Commissions and Fees 2,491 1,765 4,619 3,639
Debit Card Interchange Fees 2,063 1,942 4211 4,046
Insurance Commissions 164 714 1,118 1,058
Bank Owned Life Insurance Income 457 357 893 698
Other 137 130 365 2,368
Total Noninterest Income 28,730 4,908 99,704 11,809
NONINTEREST EXPENSE
Salaries and Employee Benefits 14,051 14,082 28,966 27,739
Occupancy Expense, net 4,584 4,230 9,445 8,702
FDIC Insurance Expense (241) 1,436 1,269 2,866
Other Taxes 776 922 1,701 1,869
Advertising Expense 820 708 1,746 1,619
Telephone Expense 278 307 570 611
Professional and Legal Fees 2,053 1,921 3,599 3,151
Data Processing 2,177 1,395 4,030 2,839
Debit Card Expense 1,072 991 2,073 1,983
Other 4,416 3,312 7,599 5,967
Total Noninterest Expense 29,986 29,304 60,998 57,346
Income Before Income Taxes 37,238 10,628 147,269 21,764
Income Tax Provision 8,327 2,118 32,601 4,301
Net Income 28911 $ 8,510 114,668 $ 17,463
Earnings per Common Share:
Basic Earnings per Common Share 131 $ 0.37 5.18 0.76
Diluted Earnings per Common Share 131 $ 0.37 5.18 0.76
Average Shares Outstanding-Basic & Diluted 21,838,645 22,805,881 21,842,497 22,839,412

See accompanying notes to unaudited Consolidated Financial Statements.
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CARTER BANKSHARES, INC. AND SUBSIDIARIES
ITEM 1. FINANCIAL STATEMENTS - (continued)

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (unaudited)

Three Months Ended June 30,

Six Months Ended June 30,

(Dollars in Thousands) 2026 2025 2026 2025
Net Income $ 28911 $ 8,510 114,668 $ 17,463
Other Comprehensive Income
Net Unrealized Gains on Securities Available-for-Sale
Net Unrealized Gains (Losses) Arising during the Period 188 5,264 (713) 15,647
Reclassification Adjustment for Losses included in Net Income 12,531 — 12,451 —
Tax Effect (2,687) (1,141) (2,516) (3,376)
Net Unrealized Gains Recognized in Other Comprehensive Income 10,032 4,123 9,222 12,271
Other Comprehensive Income 10,032 4,123 9,222 12,271
Comprehensive Income $ 38,943 $ 12,633 123,890 $ 29,734

See accompanying notes to unaudited Consolidated Financial Statements.
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CARTER BANKSHARES, INC. AND SUBSIDIARIES

ITEM 1. FINANCIAL STATEMENTS - (continued)
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY (unaudited)

Three Months Ended June 30, 2026

Accumulated
Additional Other Total
Common Paid-in Retained Comprehensive  Shareholders’

(Dollars in Thousands) Stock Capital Earnings Loss Equity

Balance at March 31, 2026 $ 22,160 $ 74987 $ 450,725 $ (42,970) $ 504,902
Net Income — — 28911 — 28,911
Other Comprehensive Income, Net of Tax — — — 10,032 10,032
Cash Dividends Declared ($0.10 per share) — — (2,219) — (2,219)
1% Excise Tax on Stock Buybacks — — — — —
Repurchase of Common Stock (108,601 shares) (109) (2,769) — (2,878)
Forfeiture of Restricted Stock (11,670 shares) (12) (206) — — (218)
Issuance of Restricted Stock (122,504 shares) 123 (123) — —
Recognition of Restricted Stock Compensation Expense — 616 — — 616

Balance at June 30, 2026 $ 22,162 $ 72,505 $ 477,417 $ (32,938) $ 539,146

Three Months Ended June 30, 2025
Accumulated
Additional Other Total
Common Paid-in Retained Comprehensive  Shareholders’

(Dollars in Thousands) Stock Capital Earnings Loss Equity

Balance at March 31, 2025 $ 23,162 $ 92,418 $ 342,559 $ (56,373) $ 401,766
Net Income — — 8,510 — 8,510
Other Comprehensive Income, Net of Tax — — 4,123 4,123
1% Excise Tax on Stock Buybacks — (75) — (75)
Repurchase of Common Stock (547,332 shares) (547) (8,591) — (9,138)
Forfeitures of Restricted Stock (6,432 shares) (6) (74) — (80)
Issuance of Restricted Stock (61,015 shares) 61 61) — —
Recognition of Restricted Stock Compensation Expense — 529 — 529

Balance at June 30, 2025 $ 22,670 $ 84,146 $ 351,069 $ (52,250) $ 405,635
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CARTER BANKSHARES, INC. AND SUBSIDIARIES
ITEM 1. FINANCIAL STATEMENTS - (continued)

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY (unaudited)

Six Months Ended June 30, 2026

Accumulated
Additional Other Total
Common Paid-in Retained Comprehensive  Shareholders’
(Dollars in Thousands) Stock Capital Earnings Loss Equity
Balance at December 31, 2025 $ 22,083 $ 74,806 $ 364,968 $ (42,160) $ 419,697
Net Income — — 114,668 — 114,668
Other Comprehensive Income, Net of Tax 9,222 9,222
Cash Dividends Declared ($0.10 per share) — — (2,219) — (2,219)
1% Excise Tax on Stock Buybacks —
Repurchase of Common Stock (108,601 shares) (109) (2,769) — — (2,878)
Forfeiture of Restricted Stock (26,747 shares) (27) (452) (479)
Issuance of Restricted Stock (214,554 shares) 215 (215) — — —
Recognition of Restricted Stock Compensation Expense 1,135 1,135
Balance at June 30, 2026 $ 22,162 $ 72,505 $ 477,417 $ (32,938) $ 539,146
Six Months Ended June 30, 2025
Accumulated
Additional Other Total
Common Paid-in Retained Comprehensive  Shareholders’
(Dollars in Thousands) Stock Capital Earnings Loss Equity
Balance at December 31, 2024 $ 23,069 $ 92,159 $ 333,606 $ (64,521) $ 384,313
Net Income — — 17,463 — 17,463
Other Comprehensive Income, Net of Tax — — — 12,271 12,271
1% Excise Tax on Stock Buybacks — (75) — — (75)
Repurchase of Common Stock (547,332 shares) (547) (8,591) — — (9,138)
Forfeitures of Restricted Stock (14,201 shares) (14) (195) — — (209)
Issuance of Restricted Stock (162,192 shares) 162 (162) — — —
Recognition of Restricted Stock Compensation Expense — 1,010 — — 1,010
Balance at June 30, 2025 $ 22,670 $ 84,146 $ 351,069 $ (52,250) $ 405,635

See accompanying notes to unaudited Consolidated Financial Statements.
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CARTER BANKSHARES, INC. AND SUBSIDIARIES
ITEM 1. FINANCIAL STATEMENTS - (continued)

CONSOLIDATED STATEMENTS OF CASH FLOWS (unaudited)

Six Months Ended June 30,

(Dollars in Thousands) 2026 2025
OPERATING ACTIVITIES
Net Income 114,668 $ 17,463
Adjustments to Reconcile Net Income to Net Cash Provided by Operating Activities
Recovery for Credit Losses, including Recovery for Unfunded Loan Commitments (32,679) (4,804)
Origination of Loans Held-for-Sale (9,748) (7,877)
Proceeds From Loans Held-for-Sale 9,692 7,711
Depreciation/Amortization of Bank Premises and Equipment 4,284 3,850
Provision for Deferred Taxes 5,275 1,628
Net Amortization of Securities 13,592 1,707
Tax Credit Amortization 86 325
Gains on Sales of Loans Held-for-Sale (72) (80)
Gain on the Loan Sale Transaction (65,000) —
Gain on the Insurance Transaction (35,949) —
Losses on Sales of Securities, net 12,451 —
Unrealized Loss (Gain) on Equity Securities 116 (159)
Commercial Loan Swap Derivative Loss 8 96
Increase in the Value of Life Insurance Contracts (893) (698)
Gain on Bank Owned Life Insurance Death Benefit — (1,882)
1035 Exchange Fee on Bank Owned Life Insurance — 527
Balance Sheet Hedge Fair Value Adjustment — 140
Recognition of Restricted Stock Compensation Expense 1,135 1,010
Decrease in Other Assets 5,169 734
Increase (Decrease) in Other Liabilities 21,234 (3,716)
Net Cash Provided By Operating Activities 43,369 15,975
INVESTING ACTIVITIES
Securities Available-for-Sale:
Proceeds from Sales 142,283 —
Proceeds from Maturities, Redemptions, and Paydowns 20,419 30,445
Purchases (125,177) (53,317)
Purchase of Equity Securities (2,500) —
Purchase of Bank Premises and Equipment, Net (3,885) (3,440)
Proceeds from Sales of Bank Premises and Equipment, net — —
Net Cash Acquired from Branch Purchase — 53,573
Proceeds from Sale of Portfolio Loans From the Loan Sale Transaction 289,484 —
Proceeds From the Insurance Transaction 55,663 —
Redemption (Purchase) of Other Restricted Stock, at Cost, net 8,354 (2,166)
Loan Originations, net (66,869) (123,139)
Proceeds from Death Benefit on Bank Owned Life Insurance — 3,077
Proceeds from Surrender of BOLI Policies 7,161 —
Proceeds from Sales and Payments of Other Real Estate Owned — 473
Net Cash Used In Investing Activities 324,933 (94,494)
FINANCING ACTIVITIES
Net Change in Demand, Money Markets and Savings Accounts 42,350 49,649
Decrease in Certificates of Deposits (55,683) (36,758)
Proceeds from Federal Home Loan Bank Borrowings 299,000 245,000
Repayments on Federal Home Loan Bank Borrowings (477,500) (201,500)
Repurchase of Common Stock (2,878) (9,138)
Cash Dividends Paid to Common Shareholders (2,219) —
Net Cash (Used In) Provided By Financing Activities (196,930) 47,253
Net Increase (Decrease) in Cash and Cash Equivalents 171,372 (31,266)
Cash and Cash Equivalents at Beginning of Period 105,163 131,171
Cash and Cash Equivalents at End of Period 276,535 $ 99,905

See accompanying notes to unaudited Consolidated Financial Statements.
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CARTER BANKSHARES, INC. AND SUBSIDIARIES
ITEM 1. FINANCIAL STATEMENTS - (continued)

CONSOLIDATED STATEMENTS OF CASH FLOWS (unaudited) - (continued)

Six Months Ended June 30,

(Dollars in Thousands) 2026 2025

SUPPLEMENTARY DATA
Cash Interest Paid $ 45872 $ 52,800
Cash Paid for Income Taxes 2,800 1,480
Transfer from Portfolio Loans to Other Real Estate Owned, net 2,937 —
Transfer from Bank Premises and Equipment, net to Other Real Estate Owned, net 2,172 1,814
Right-of-use Asset Recorded in Exchange for Lease Liabilities 107 958
Stock Repurchase Excise Tax Settled in Subsequent Period (181) (75)
Stock Repurchases Settled in Subsequent Period — (181)
Portfolio Loans Transferred to Held-for-Sale 209,484 —

See accompanying notes to unaudited Consolidated Financial Statements.
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CARTER BANKSHARES, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 - BASIS OF PRESENTATION

Principles of Consolidation: The interim Consolidated Financial Statements include the accounts of Carter Bankshares, Inc.
(the “Company”) and its wholly owned subsidiary, Carter Bank & Trust (the “Bank”). CB&T Investment Company (the
“Investment Company”) is a subsidiary of the Bank. All significant intercompany transactions have been eliminated in
consolidation.

Basis of Presentation: The accompanying unaudited Consolidated Financial Statements have been prepared in accordance with
generally accepted accounting principles (“GAAP”) in the United States for interim financial information and with the
instructions to Form 10-Q and Article 10 of Regulation S-X. Accordingly, they do not include all of the information and
footnotes required by GAAP for complete financial statements and should be read in conjunction with the audited Consolidated
Financial Statements included in our Annual Report on Form 10-K for the year ended December 31, 2025, filed with the
Securities and Exchange Commission (“SEC”), on March 5, 2026. In management’s opinion, the accompanying interim
financial information reflects all adjustments, consisting of normal recurring adjustments, necessary to present fairly the
Company’s financial position and the results of operations for each of the interim periods presented. Results of operations for
interim periods are not necessarily indicative of the results of operations that may be expected for a full year or any future
period.

Reclassification: Amounts in prior periods financial statements and footnotes are reclassified whenever necessary to conform
to the current period presentation. Reclassifications had no material effect on prior periods’ net income or sharcholders’ equity.

Use of Estimates: To prepare financial statements in conformity with GAAP, management makes estimates and assumptions
based on available information. These estimates and assumptions affect the amounts reported in the Consolidated Financial
Statements and the disclosures provided, and actual results could differ from those estimates. Information available which could
affect these judgments include, but are not limited to, changes in interest rates, economic conditions, and the financial condition
and performance of borrowers and counterparties.

Accounting Standard Adopted in 2026

ASU 2024-04 — Debt — Debt with Conversion and Other Options (Subtopic 470-20) Induced Conversions of Convertible
Debt Instruments

Accounting Standards Update 2024-04 “Debt - Debt with Conversion and Other Options (Subtopic 470-20)” (“ASU 2024-04")
clarifies whether the settlement of convertible debt, including debt containing cash conversion features at terms that are
different from the terms included in the existing debt instrument, should be accounted for as an induced conversion or a debt
extinguishment. Updates permitted an entity to apply the new guidance on either a prospective or a retrospective basis. ASU
2024-04 was effective for public business entities beginning on January 1, 2026 and did not have a significant impact on the
Company’s financial statements.

Accounting Standards Issued but Not Yet Adopted

ASU 2025-01 & 2024-03 — Income Statement — Reporting Comprehensive Income — Expense Disaggregation Disclosures
(Subtopic 220-40)

In November 2024, the FASB issued ASU 2024-03, “Income Statement—Reporting Comprehensive Income—Expense
Disaggregation Disclosures” (“ASU 2024-03""). The amendments in ASU 2024-03 improve financial reporting by requiring that
public business entities disclose additional information about specific expense categories in the notes to the financial statements
at interim and annual reporting periods. This information is generally not presented in the financial statements today. In January
2025, the FASB issued ASU 2025-01, “Income Statement — Reporting Comprehensive Income — Expense Disaggregation
Disclosures (Subtopic 220-40).” ASU 2025-01 amends the effective date of ASU 2024-03 to clarify that all public business
entities are required to adopt the guidance in annual reporting periods beginning after December 15, 2026, and interim periods
within annual reporting periods beginning after December 15, 2027. Early adoption is permitted. The adoption of this
pronouncement is not expected to have a material impact on the Consolidated Financial Statements, but is expected to result in
additional disclosures and potential changes to the line items on the Consolidated Statement of Income.

10
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CARTER BANKSHARES, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS - (continued)

ASU 2025-08 — Financial Instruments — Credit Losses (Topic 326): Purchased Loans

In December 2025, the FASB issued ASU 2025-08, “Financial Instruments—Credit Losses (Topic 326),” Purchased Loans
which expands the population of acquired financial assets subject to the gross-up approach for accounting for credit losses. The
amendments are effective for annual reporting periods beginning after December 15, 2026, and interim reporting periods within
those annual reporting periods. Early adoption is permitted in both interim and annual reporting periods in which financial
statements have not yet been issued or made available for issuance. The Company does not expect these amendments to have a
material effect on its financial statements. The accounting for future business combinations, if any, would be impacted.

Acquisitions

On May 23, 2025, the Company completed the acquisition of two leased branch facilities and the related deposits . See Note 2 —
Business Combinations, in the Company’s 2025 Form 10-K for additional information. The measurement period has concluded
and purchase accounting has been finalized with no material changes to preliminary reported amounts.

NOTE 2 — EARNINGS PER COMMON SHARE

Basic earnings per common share is calculated by dividing net income allocated to common shareholders by the weighted
average number of shares of common stock outstanding, less average participating shares during the period. Diluted earnings
per common share reflects the potential dilution that could occur if securities or other contracts to issue common stock were
exercised or converted into common stock or resulted in the issuance of common stock that then shared in the earnings of the
entity.

The following table reconciles the numerators and denominators of basic and diluted earnings per common share calculations
for the periods presented:

Three Months Ended June 30, Six Months Ended June 30,
(Dollars in Thousands, except share and per share data) 2026 2025 2026 2025
Numerator for Earnings per Common Share — Basic and Diluted
Net Income $ 28911 § 8,510 $ 114,668 $ 17,463
Less: Income allocated to Participating Shares 402 97 1,514 190

Net Income Allocated to Common Shareholders - Basic &

Diluted $ 28,509 $ 8413 § 113,154 $ 17,273
Distributed Earnings allocated to Common Stock $ 2,188 § — 3 2,189 § —
Undistributed Earnings allocated to Common Stock 26,321 8,413 110,965 17,273

Net income allocated to Common Shareholders - Basic &

Diluted $ 28,509 $ 8413 § 113,154 $ 17,273
Denominator:

Weighted Average Shares Outstanding, including Shares Considered
Participating Shares 22,146,599 23,067,260 22,134,757 23,090,907
Less: Average Participating Shares 307,954 261,379 292,260 251,495

Weighted Average Common Shares Outstanding - Basic &

Diluted 21,838,645 22,805,881 21,842,497 22,839,412
Earnings per Common Share — Basic $ 131 § 037 §$ 518 §$ 0.76
Earnings per Common Share — Diluted $ 131 § 037 $ 518 §$ 0.76

11
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CARTER BANKSHARES, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS - (continued)

NOTE 3 - INVESTMENT SECURITIES

The following tables present the amortized cost and fair value of available-for-sale securities at the dates presented:

June 30, 2026
Gross
Amortized Gross Unrealized

(Dollars in Thousands) Cost Unrealized Gains Losses Fair Value
U.S. Government Agency Securities 16,611 $ 5 (463) $ 16,153
Residential Mortgage-Backed Securities 68,943 6 (7,499) 61,450
Commercial Mortgage-Backed Securities 21,144 69 (303) 20,910
Other Commercial Mortgage-Backed Securities 22,419 17 (1,175) 21,261
Asset Backed Securities 111,816 3 (6,225) 105,594
Collateralized Mortgage Obligations 199,406 124 (6,991) 192,539
States and Political Subdivisions 182,729 1,357 (17,773) 166,313
Corporate Notes 59,250 — (3,168) 56,082

Total 682,318 $ 1,581 (43,597) $ 640,302

December 31, 2025
Gross
Amortized Gross Unrealized

(Dollars in Thousands) Cost Unrealized Gains Losses Fair Value
U.S. Government Agency Securities 19,796 $ 17 (438) 19,375
Residential Mortgage-Backed Securities 83,918 49 (7,194) 76,773
Commercial Mortgage-Backed Securities 25,438 105 (421) 25,122
Other Commercial Mortgage-Backed Securities 25,297 88 (1,131) 24,254
Asset Backed Securities 100,643 10 (5,856) 94,797
Collateralized Mortgage Obligations 168,749 176 (7,105) 161,820
States and Political Subdivisions 262,275 — (28,051) 234,224
Corporate Notes 59,250 — (4,003) 55,247

Total 745,366 $ 445 $ (54,199) $ 691,612

The Company did not have securities classified as held-to-maturity at June 30, 2026 or December 31, 2025.

The following table shows the composition of gross and net realized gains and losses for the periods presented:
Three Months Ended June 30,

Six Months Ended June 30,

(Dollars in Thousands) 2026 2025 2026 2025

Proceeds from Sales of Securities Available-for-Sale $ 126,859 $ — 8 142,283 $ —
Gross Realized Gains $ — —  $ 8 § —
Gross Realized Losses (12,531) — (12,536) —
Net Realized Losses $ (12,531) $ — 3 (12,451) $ —
Tax Impact $ (2,632) $ — 3 2,615) $ =

Gains or losses on the sale of securities are recognized in earnings on the trade date based on the amortized cost of the specific
security sold. The related net gains or losses reflect reclassification adjustments included in the calculation of Other
Comprehensive (Loss) Income. Net realized gains (losses) are reported in noninterest income as gains (losses) on sales of
securities, net, in the Consolidated Statements of Income, with the related tax impact included in income tax provision in the

Consolidated Statements of Income.
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CARTER BANKSHARES, INC. AND SUBSIDIARIES

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS - (continued)

The amortized cost and fair value of available-for-sale debt securities are shown below by contractual maturity at the date
presented. Expected maturities may differ from contractual maturities if borrowers have the right to call or prepay obligations
with or without call or prepayment penalties. Securities not due at a single maturity date are shown separately.

June 30, 2026

Amortized Fair

(Dollars in Thousands) Cost Value
Due in One Year or Less $ — 3 =
Due after One Year through Five Years 28,384 27,580
Due after Five Years through Ten Years 164,148 144,959
Due after Ten Years 66,058 66,009
Residential Mortgage-Backed Securities 68,943 61,450
Commercial Mortgage-Backed Securities 21,144 20,910
Other Commercial Mortgage-Backed Securities 22,419 21,261
Collateralized Mortgage Obligations 199,406 192,539
Asset Backed Securities 111,816 105,594
Total $ 682,318 $ 640,302

At June 30, 2026 and December 31, 2025, the Company held no securities of any single issuer, other than securities issued by
or collateralized by the U.S. Government and its Agencies, in amounts exceeding 10% of shareholders’ equity. The carrying
value of securities pledged to meet various regulatory and legal requirements was $139.7 million at June 30, 2026 and $289.4
million at December 31, 2025.

Available-for-sale securities with unrealized losses at June 30, 2026 and December 31, 2025, aggregated by investment
category and length of time the individual securities have been in a continuous unrealized loss position, were as follows:

June 30, 2026
Less Than 12 Months 12 Months or More Total
Number Number Number
of Unrealized of Unrealized of Unrealized
(Dollars in Thousands) Securities  Fair Value Losses Securities  Fair Value Losses Securities  Fair Value Losses
U.S. Government
Agency Securities 3 8 1,017 $ ®) 30 $§ 13,838 $ (455) 33 § 14855 $ (463)
Residential Mortgage-
Backed Securities 3 4,796 (20) 26 56,005 (7,479) 29 60,801 (7,499)
Commercial Mortgage-
Backed Securities 7 5,839 (67) 34 7,837 (236) 41 13,676 (303)
Other Commercial
Mortgage-Backed
Securities — — — 6 15,323 (1,175) 6 15,323 (1,175)
Asset Backed Securities 4 16,884 (76) 27 75,293 (6,149) 31 92,177 (6,225)
Collateralized Mortgage
Obligations 19 54,020 (250) 60 100,119 (6,741) 79 154,139 (6,991)
States and Political
Subdivisions 5 7,021 (777) 71 101,897 (16,996) 76 108,918 (17,773)
Corporate Notes 2 6,328 (172) 15 49,754 (2,996) 17 56,082 (3,168)
Total Debt Securities 43 §$ 95905 $ (1,370) 269 $ 420,066 $ (42,227) 312 $§ 515971 $  (43,597)
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December 31, 2025
Less Than 12 Months 12 Months or More Total
Number Number Number
of Unrealized of Unrealized of Unrealized
(Dollars in Thousands)  Securities  Fair Value Losses Securities  Fair Value Losses Securities  Fair Value Losses
U.S. Government
Agency Securities 4 3 2,593 § (@) 27 $ 14222 $ (434) 31 $ 16,815 $ (438)
Residential Mortgage-
Backed Securities 1 2,866 (1) 28 61,655 (7,193) 29 64,521 (7,194)

Commercial Mortgage-
Backed Securities 9 5,101 (22) 36 10,410 (399) 45 15,511 (421)

Other Commercial
Mortgage-Backed

Securities — — — 7 17,363 (1,131) 7 17,363 (1,131)
Asset Backed Securities 1 1,048 ) 27 77,739 (5,848) 28 78,787 (5,856)
Collateralized Mortgage

Obligations 11 13,021 24 65 119,595 (7,081) 76 132,616 (7,105)
States and Political

Subdivisions 6 6,643 (672) 150 227,581 (27,379) 156 234,224 (28,051)
Corporate Notes — — — 17 55,247 (4,003) 17 55,247 (4,003)
Total Debt Securities 32 § 31,272 § (731) 357 $ 583812 $ (53,468) 389 $§ 615,084 $ (54,199)

The Company did not record an allowance for credit losses (“ACL”), on its investment securities as of June 30, 2026 or
December 31, 2025 as no credit related impairment was identified. The Company regularly evaluates debt securities for
expected credit losses using qualitative and quantitative factors, as appropriate, based on the composition of the portfolio at
each reporting date.

As of June 30, 2026, management does not intend to sell any security in an unrealized loss position and it is not more than
likely that the Company will be required to sell such securities before recovery of the amortized cost basis. Unrealized losses on
debt securities were primarily attributable to changes in interest rates, credit spread fluctuations, general financial market
uncertainty, and market volatility, rather than deterioration in credit quality. These conditions are not expected to affect the
Company’s ability to collect contractual principal and interest, and the fair value of the securities is expected to recover as the
securities approach maturity or repricing dates.

While the Company may periodically sell securities to take advantage of market opportunities or as part of strategic initiatives,
management concluded that the unrealized losses presented in the table above were not credit related and, accordingly, no ACL
was recorded on investment securities. If any impairment were to become credit related, the Company would recognize an ACL
through a recovery for credit losses in the period identified, with any non-credit related impairment recognized in accumulated
other comprehensive loss, net of applicable taxes. During the three and six months ended June 30, 2026 and June 30, 2025, the
Company had no credit related net investment impairment losses.

Equity Securities

During the second quarter of 2026, the Company purchased an additional $2.5 million of equity securities. These securities are
reported separately as “equity securities” on the Consolidated Balance Sheets and consist of an investment in a market-rate
NASDAQ-listed mutual fund that invests primarily in high-quality fixed-income securities, principally government agency
obligations. The mutual fund’s underlying investments are intended to support community development initiatives throughout
the United States.

The fund is designed to support community development initiatives throughout the United States, with a primary focus on
expanding access to affordable housing for low and moderate income borrowers and renters, including those located in
majority-minority census tracts. Although the fund invests on a national basis, individual bond investments are designated to
the Company and aligned with its geographic footprint. The Company’s investment in this mutual fund qualifies for
consideration under the Community Reinvestment Act (“CRA”) and supports the Company’s ongoing commitment to
community development activities.
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During the three and six months ended June 30, 2026, the Company recognized an unrealized fair value loss of $70 thousand
and $116 thousand on these equity securities. During the three and six months ended June 30, 2025 the Company recognized an
unrealized fair value gain of $23 thousand and $159 thousand on these equity securities. Unrealized (losses) gains on equity
securities are recorded in Other Noninterest Income in the Consolidated Statements of Income.

NOTE 4 - LOANS AND LOANS HELD-FOR-SALE

During the three months ended March 31, 2026, the Company completed the sale (the “Loan Sale Transaction™) of all loans,
subsequently reduced to judgments, related to various entities in which James C. Justice II has an interest (such loans,
subsequently reduced to judgments, the “Judgments”). The Loan Sale Transaction was completed as an absolute, “as-is, where-
is” sale to an unaffiliated third party. The Loan Sale Transaction resulted in changes to total portfolio loans and the allowance
for credit losses, due to a release of specific reserves of $18.0 million related to the Judgments, as well as a $15.0 million net
recovery associated with the Judgments, in each case related to the Loan Sale Transaction.

The composition of the loan portfolio by dollar amount is shown in the table below at the dates presented:

(Dollars in Thousands) June 30, 2026 December 31, 2025

Commercial
Commercial Real Estate $ 2,143362 $ 2,114,314
Commercial and Industrial 262,432 231,921
Total Commercial Loans 2,405,794 2,346,235

Consumer

Residential Mortgages 814,383 822,141
Other Consumer 25,154 28,416
Total Consumer Loans 839,537 850,557
Construction 489,263 465,613
Other — 217,155
Total Portfolio Loans 3,734,594 3,879,560
Loans Held-for-Sale 467 339
Total Loans $ 3,735,061 $ 3,879,899

The Company attempts to limit exposure to credit risk by diversifying the loan portfolio by segment, geography, collateral and
industry, while actively monitoring and managing concentrations. When concentrations exist in certain loan segments,
management seeks to mitigate this risk through ongoing review of relevant economic indicators, portfolio performance metrics,
and internal risk rating trends specific to those segments.

The Company’s loan policy establishes targets for key underwriting criteria, including debt service coverage ratios, loan-to-
value ratios, loan terms, amortization periods, and loan-to-cost limits for construction projects. While leverage is an important
consideration, management places significant emphasis on cash flow generation and uses borrower stress testing to determine
supportable loan amounts.

Unsecured loans present a higher level of risk due to the absence of a defined secondary source of repayment. Accordingly,
commercial unsecured lending is generally limited to high quality borrowers with well-established businesses, strong cash flow,
and low financial and operating leverage. Repayment capacity for unsecured borrowers is expected to exceed policy guidelines
applicable to secured loans. In addition, the Company strengthened underwriting standards for consumer unsecured lending by
increasing minimum qualifying Fair Isaac Corporation (“FICO”) score requirements and reducing approved loan amounts for
borrowers with lower credit scores, which contributed to a significant reduction in loss rate.

Deferred loan costs, net of fees, included in loan portfolio balances totaled $18.1 million at June 30, 2026 and $14.5 million at
December 31, 2025. Discounts on purchased 1-4 family loans included in portfolio balances totaled $62.9 thousand and $73.2
thousand at June 30, 2026 and December 31, 2025, respectively.

As of June 30, 2026, the Company had $467 thousand in loans held-for-sale and $339 thousand as of December 31, 2025.
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Loan Restructurings

A loan that is considered a restructured loan may be subject to the individually evaluated loan (“IEL”) analysis if the
commitment is $1.0 million or greater and/or based on management’s discretion; otherwise, the restructured loan remains in the
appropriate segment in the ACL model. For a discussion with respect to reserve calculations regarding IELs refer to the
“Nonrecurring Basis” section in Note 6 - Fair Value Measurements, in the Notes to Consolidated Financial Statements in Item
1. of this Quarterly Report on Form 10-Q.

The following table shows the amortized cost basis as of June 30, 2026 and June 30, 2025 for the loans restructured during the
three and six months ended June 30, 2026 and June 30, 2025 to borrowers experiencing financial difficulty, disaggregated by
portfolio segment:

Restructured Loans

Three Months Ended June 30, 2026 Six Months Ended June 30, 2026
% of Total % of Total
Class of Class of
Number of Amortized Financing Number of Amortized Financing
(Dollars in Thousands) Contracts Cost Basis Receivable Contracts Cost Basis Receivable
Accruing Restructured Loans
Commercial Real Estate — 3 — — % — 3 — — %
Commercial and Industrial 1 253 0.10 % 3 1,202 0.46 %
Residential Mortgages — — — % — — — %
Other Consumer — — — % — — — %
Construction 1 17,240 352 % 1 17,240 352 %
Other — — — % — — — %
Total Accruing Restructured Loans 2 S 17,493 0.47 % 4 3 18,442 0.49 %
Nonaccrual Restructured Loans
Commercial Real Estate — 3 — — % — 3 — — %
Commercial and Industrial — — — % — — — %
Residential Mortgages — — — % — — — %
Other Consumer — — — % — — — %
Construction — — — % — — — %
Other — — — % — — — %
Total Nonaccrual Restructured Loans — 3 — — % — — — %
Total Restructured Loans 2 S 17,493 0.47 % 4 3 18,442 0.49 %
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Restructured Loans

Three Months Ended June 30, 2025 Six Months Ended June 30, 2025
% of Total % of Total
Class of Class of
Number of Amortized Financing Number of Amortized Financing
(Dollars in Thousands) Contracts Cost Basis Receivable Contracts Cost Basis Receivable
Accruing Restructured Loans
Commercial Real Estate — 3 — — % — 3 — — %
Commercial and Industrial — — — % — — — %
Residential Mortgages — — — % — — — %
Other Consumer — — — % — — — %
Construction — — — % 1 4,516 1.02 %
Other — — — % — — — %
Total Accruing Restructured Loans — $ — — % 1 9 4,516 0.12 %
Nonaccrual Restructured Loans
Commercial Real Estate — 3 — — % — 3 — — %
Commercial and Industrial 2 1,004 0.45 % 2 1,004 0.45 %
Residential Mortgages — — — % — — — %
Other Consumer — — — % — — — %
Construction — — — % — — — %
Other 4 76,509 32.05 % 9 235,542 98.67 %
Total Nonaccrual Restructured Loans 6 $ 77,513 2.07 % 1 3 236,546 6.31 %
Total Restructured Loans 6 $ 77,513 2.07 % 12 $ 241,062 6.43 %

The Bank closely monitors the performance of the loans that are modified to borrowers experiencing financial difficulty to
understand the effectiveness of its modification efforts. The following table shows the performance of loans that were modified
during the three and six months ended June 30, 2026 and June 30, 2025:

As of June 30, 2026 As of June 30, 2025
Payment Status (Amortized Cost Basis)
30-89 30-89
Days Past 90+ Days Days Past 90+ Days
(Dollars in Thousands) Current Due Past Due Total Current Due Past Due Total
Accruing Restructured Loans

Commercial Real Estate $ — — § — 3 — S — 3 — S — S —
Commercial and Industrial 1,202 — — 1,202 — — — —
Residential Mortgages — — — — — — — —
Other Consumer — — — — — — — —
Construction 17,240 — — 17,240 — 4,516 — 4,516
Other — — — — — — — —
Total Accruing Restructured Loans $ 18,442 § — 3 — § 18442 § — $ 4516 $ — $ 4516
Nonaccrual Restructured Loans — —
Commercial Real Estate $ — 3 — 3 — 3 — 3 — 3 — 3 — S —
Commercial and Industrial — — — — 1,004 — — 1,004
Residential Mortgages — — — — — — — —
Other Consumer — — — — — — — —
Construction — — — — — — — —
Other — — — — 235,542 — — 235,542
Total Nonaccrual Restructured Loans $ — 3 — 8 — $ — $ 236,546 $ — 3 — $ 236,546
Total Restructured Loans $ 18,442 § — 8 — § 18442 § 236,546 $ 4516 S — §$ 241,062

The following tables present the amortized cost of modified loans to borrowers experiencing financial difficulty by portfolio
segment and type of modification during the periods presented.
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Three Months Ended June 30, 2026

Payment Delay/ % of Total Class of
(Dollars in Thousands) Extended Fixed Rate  Short-term Extension Total Financing Receivable
Commercial and Industrial $ 253§ — 3 253 0.10 %
Construction 17,240 17,240 352 %
Total $ 253 § 17,240 $ 17,493 0.47 %
Six Months Ended June 30, 2026
Payment Delay/ % of Total Class of
(Dollars in Thousands) Extended Fixed Rate  Short-term Extension Total Financing Receivable
Commercial and Industrial $ 254§ 948 § 1,202 0.46 %
Construction — 17,240 17,240 3.52 %
Total $ 254 $ 18,188 $ 18,442 0.49 %
Three Months Ended June 30, 2025
% of Total Class of
(Dollars in Thousands) Payment Delay Short-term Extension Total Financing Receivable
Commercial and Industrial $ — 3 1,004 $ 1,004 0.45 %
Other — 76,509 76,509 32.05 %
Total $ — 9 77,513 $ 77,513 2.07 %
Six Months Ended June 30, 2025
% of Total Class of
(Dollars in Thousands) Payment Delay Short-term Extension Total Financing Receivable
Commercial and Industrial $ $ 1,004 $ 1,004 0.45 %
Construction 4,516 — 4,516 1.02 %
Other 235,542 235,542 98.67 %
Total $ 4,516 $ 236,546 $ 241,062 6.43 %

The following tables describe the effect of loan modifications made to borrowers experiencing financial difficulty during the

periods presented:

Three Months Ended June 30, 2026

Weighted-Average
Payment Delay

Weighted-Average Short-
term Extension

Weighted-Average
Interest Rate Reduction

Commercial and Industrial
Construction

0.50 %
— %

0.59 years

0.08 years

Six Months Ended June 30, 2026

Weighted-Average Weighted-Average Short- Weighted-Average

Commercial and Industrial
Construction

Commercial and Industrial
Other

Commercial and Industrial
Construction
Other

Payment Delay term Extension Interest Rate Reduction
0.83 years 0.41 years 0.50 %
— 0.41 years — %

Three Months Ended June 30, 2025

Weighted-Average
Payment Delay

Weighted-Average Term
Extension/Payment Delay

0.07 years
0.24 years

Six Months Ended June 30, 2025
Weighted-Average

Weighted-Average Term

Payment Delay Extension/Payment Delay
— 0.07 years

0.32 years —

— 0.86 years
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During the second quarter of 2026, one commercial and industrial loan relationship and one construction loan relationship that
had previously been modified during the first quarter of 2026 were subsequently modified again. As a result, these relationships
are included as current-period loan modifications in the tables above.

As of June 30, 2026 and December 31, 2025, the Bank had approximately $2.1 million and $4.5 million of commitments to
lend additional funds on accruing loans that had been restructured. As of June 30, 2026 and December 31, 2025, the Bank had
no commitments to lend additional funds on nonperforming loans that had been restructured. In addition, as of June 30, 2026
and December 31, 2025, the Bank had no loan commitments that defaulted during the period and had been modified prior to
payment default while the borrower was experiencing financial difficulty at the time of modification.

For purposes of this disclosure, a default is defined as the occurrence, within 12 months of the original loan modification, of
either a full or partial charge-off or the loan becoming 90 days or more past due.

As of June 30, 2026 and December 31, 2025, the Company had $0.5 million and $2.0 million, respectively, of residential real
estate loans in process of foreclosure. Residential real estate included in OREO totaled $2.1 million at June 30, 2026 and $0.0 at
December 31, 2025.

NOTE 5 - ALLOWANCE FOR CREDIT LOSSES

The Company maintains an ACL at a level management believes is adequate to absorb expected credit losses associated with
the Company’s financial instruments over their contractual lives as of the balance sheet date. The ACL is estimated using a
systematic methodology that incorporates historical loss experience, current conditions, and reasonable and supportable
forecasts.

The Company’s loan portfolio is segmented by homogeneous loan types that are expected to respond similarly to changes in
economic conditions. The portfolio segments used in developing the ACL are as follows: 1) CRE, 2) Commercial and Industrial
(“C&I”), 3) Residential Mortgages, 4) Other Consumer, 5) Construction and 6) Other. Management evaluates credit risk and
estimates expected credit losses for each portfolio segment based on the specific risk characteristics described below.

CRE loans are secured by income producing or owner-occupied commercial properties, including hotels, retail centers, office
buildings, and multifamily properties. The primary sources of repayment are cash flows generated by the underlying properties
and, where applicable, global cash flows of the borrower. Credit risk in this segment is influenced by property specific factors,
borrower financial strength, tenant concentration, and local and regional economic conditions affecting property values and
demand.

C&I loans are extended to operating companies for working capital, equipment financing, inventory, and accounts receivable
financing. Repayment is primarily dependent on the cash flows generated from the borrower’s ongoing operations. Credit risk
in this segment is influenced by borrower profitability, leverage, liquidity, and industry specific risks, as well as broader
economic conditions. Collateral supporting these loans may have limited liquidation value in a stressed environment.

This segment also includes loans to local and state municipalities for purposes such as refinancing existing obligations,
infrastructure improvements, and equipment purchases. These loans may be supported by general obligation pledges or specific
revenue streams. Repayment is generally dependent on the taxing authority, or revenues of the municipal borrower, and credit
risk is influenced by the financial condition and economic stability of the underlying jurisdiction. The ability of each
municipality to increase taxes and fees to offset debt service requirements give this type of loan a very low risk profile in the
continuum of the Company’s loan portfolio.

Residential Mortgages are secured by first and second liens on 1-4 family residential properties, including home equity loans,
home equity lines of credit and purchased money mortgages. The primary source of repayment is the income and financial
capacity of the borrower. Credit risk in this segment is influenced by borrower employment levels, income stability, and
housing market conditions, including changes in property values that may affect a borrower’s ability to refinance or sell the
underlying collateral.

Other Consumer loans consist of loans to individuals that may be secured by collateral other than residential real estate or

unsecured. This segment includes automobile loans and unsecured consumer loans and lines of credit. Repayment is primarily
dependent on the income and financial condition of the borrower. Credit risk is influenced by the condition of the local
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economy, including unemployment levels, borrower credit profiles, and where applicable, the value and liquidity of collateral.
The value of the collateral, if there is any, is less likely to be a source of repayment due to less certain collateral values.

Construction loans include both commercial and residential construction lending. Commercial construction loans finance the
development of income producing properties or the acquisition and development of land. These loans are subject to risks related
to project completion, cost overruns, contractor performance, and market demand upon stabilization. The condition of the local
economy is an important indicator of risk, but there are also more specific risks depending on the type of project and the
experience and resources of the developer. Repayment may depend on the successful completion and leasing or sale of the
project.

Residential construction loans are generally extended to finance the construction of owner occupied or presold residential
properties and typically provide for interest only payments during the construction period. Credit risk arises from construction
delays, cost overruns, contractor performance, and economic conditions affecting housing demand.

The “Other” loan segment previously consisted primarily of the loans subsequently reduced to the Judgments, which were the
Company’s largest lending relationship and had unique risk characteristics that differed from the Company’s current standard
underwriting criteria. Expected credit losses for this segment were estimated using a discounted cash flows (or “DCF”)
methodology, and the related ACL was subject to fluctuation based on changes in expected future cash flows. These
inconsistencies included, but were not limited to i) transaction and/or relationship sizes that exceeded limits established in 2018,
il) overreliance on secondary, tertiary or guarantor cash flow, iii) land acquisition loans without a defined source of
amortization, iv) loan structures on operating lines of credit dependent on the value of real estate rather than trading assets, and
v) indirect liabilities of certain guarantees resulting from the nonpayment of financial obligations. During the six months ended
June 30, 2026, the Company completed the Loan Sale Transaction in which the Company sold the Judgments to an unaffiliated
third party. However, the segment remains presented in prior periods for comparative purposes. Prior to the Loan Sale
Transaction, the Company previously established specific reserves of $18.0 million related to the Judgments, which were
established based on the Company’s expected loss estimates and were subsequently released in connection with the Loan Sale
Transaction.

Current Expected Credit Losses (“CECL”) Model

The Company’s CECL model is based on management’s best estimates using information available as of the reporting date.
Certain components of the CECL model are inherently subjective, including, but not limited to, assumptions related to
prepayment speeds and timing, loss given default, discount rates, and the timing of future cash flows.

Management utilizes widely published economic forecasts as inputs to the regression analysis used to estimate probabilities of
default in the baseline CECL model. The projected peaks and troughs within these forecasts serve as guardrails when evaluating
potential qualitative management adjustments. While management considers outcomes across a range of scenarios, it also
recognizes that published forecasts may not fully reflect the Company’s specific market footprint, risk profile or unique
portfolio characteristics.

Significant changes in economic forecasts may introduce volatility into modeled results. Accordingly, management evaluates
not only the absolute level of the ACL, but also the reasonableness of the magnitude and pace of changes in the allowance. To
address this, management has developed a framework to assess the tolerance and reasonableness of CECL outputs by
challenging certain model assumptions when appropriate. These alternative outcomes, referred to as “challenger models,” are
designed to provide additional perspective, support management judgment, and reduce undue volatility in reserve levels
through a countercyclical approach.

Credit Quality Indicators:

The Company’s credit quality assessment is based on an internal loan grading system that evaluates the borrower’s capacity to
repay contractual obligations in accordance with loan terms. Risk ratings consider factors such as debt service coverage,
collateral values, borrower financial condition, and other qualitative considerations. Residential mortgage and consumer loans

are generally assigned a pass rating unless a loan migrates to a past due or otherwise criticized status.

The Company maintains a formal loan review policy and annual loan review scope report that defines the level and focus of
independent loan review activities for the year. The annual loan review provides the Credit Risk Committee with an
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independent assessment of 1) overall credit quality of the loan portfolio, 2) compliance with lending policies, 3) adequacy of
credit documentation, and 4) appropriateness of assigned risk ratings.

From 2020 through 2026, loan review activities followed a structured, multi-step approach that included:

* Individual reviews of the top 20 large loan relationships (“LLRs”), defined as any individual commercial loan or
aggregate commercial relationship totaling $2.0 million or more;

»  Sampling of other large loan relationships meeting the same exposure threshold but not in the top 20 LLRs;

*  Sample review of Executive Loan Committee approved modifications, including both new and existing loans, to
evaluate consistency with established policies and procedures;

* Sample review of non-organic commercial loans and loans approved outside of the Executive Loan Committee
process; and

* Annual rotational focus reviews of specific portfolio segments to identify emerging risk rather than assess individual
loan performance.

The Company assigns internal risk grades to all loans as follows:

Pass — The Company utilizes multiple pass grades, including a watch designation. Loans rated pass are generally
performing in accordance with contractual terms and are considered to be of high credit quality.

Special Mention — Loans with potential weaknesses that warrant management’s close attention. If left uncorrected,
these potential weaknesses may result in deterioration of repayment prospects or the Company’s credit position.

Substandard — Loans that are inadequately protected by the borrower’s paying capacity or by the collateral pledged, if
any. These loans exhibit well-defined weaknesses that jeopardize repayment and present a distinct possibility of loss if
deficiencies are not corrected.

Doubtful — Loans that possess all the weaknesses inherent in substandard loans, with the added characteristic that
collection or liquidation in full is highly questionable and improbable based on currently known facts, conditions, and
values.

Loss — Loans considered to be of such little value that continuation on the balance sheet is not warranted. While partial
recovery may occur in the future, the asset is deemed uncollectible and is charged off.

The repayment of commercial loans is dependent on the success of the borrower’s business and overall economic conditions.
Given the higher inherent risk within the commercial portfolio, these loans are monitored through ongoing risk grading and
periodic review in accordance with internal policies. Loans rated special mention or substandard require increased oversight and
active management to mitigate potential credit losses.
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The following table presents loan balances by year of origination and internally assigned risk rating for our portfolio segments
as of June 30:
Risk Rating

Total
2021 and Portfolio
(Dollars in Thousands) 2026 2025 2024 2023 2022 Prior Revolving Loans
Commercial Real Estate
Pass § 144769 $ 319,675 $ 244322 $ 301,101 $ 408,250 $ 674954 $ 28,181 § 2,121,252
Special Mention — — — — — 548 — 548
Substandard — — 7,552 — 13,974 36 — 21,562
Total Commercial Real Estate $ 144,769 $ 319,675 $ 251,874 § 301,101 $ 422,224 § 675538 $ 28,181 $ 2,143,362
YTD Gross Charge-offs — — — — — — — —
Commercial and Industrial
Pass $ 34,206 $ 21,193 § 785 $ 14,993 § 18,513 § 104,510 $ 54,679 § 248,879
Special Mention — 7 — — — — — 7
Substandard — — — — 12 15 75 102
Doubtful — — — 12,944 — — 500 13,444
Total Commercial and Industrial $ 34,206 $ 21,200 $ 785 $ 27,937 $ 18,525 $ 104,525 $ 55254 $§ 262,432
YTD Gross Charge-offs — — — — — — — —
Residential Mortgages
Pass $ 53,029 $ 92,341 § 21,596 $ 40,996 $ 246,166 $ 291,719 $ 65506 $ 811,353
Special Mention — — — — — 87 — 87
Substandard — — — — 998 1,239 706 2,943
Total Residential Mortgages $ 53,029 §$ 92,341 $ 21,596 $ 40,996 $ 247,164 $ 293,045 $ 66,212 $§ 814,383
YTD Gross Charge-offs — — — — — — — —
Other Consumer
Pass $ 7,838 § 10,118 § 4,122 § 1,488 § 743 $ 773 $ — 3 25,082
Special Mention — — — — — — — —
Substandard 29 — 36 — 7 — — 72
Total Other Consumer $ 7,867 $ 10,118 § 4,158 $ 1,488 $ 750 $ 773§ — 3 25,154
YTD Gross Charge-offs 64 67 53 12 77 26 — 299
Construction
Pass $ 37,753 § 126,564 § 187,533 § 65,011 § 31,554 § 7,578 $ 14,898 $§ 470,891
Special Mention — — 661 — — 35 — 696
Substandard — — — 17,642 — 34 — 17,676
Total Construction $ 37,753 $§ 126,564 $ 188,194 § 82,653 $ 31,554 $ 7,647 $ 14,898 $§ 489,263
YTD Gross Charge-offs — — — — — — — —
Other
Pass $ — 3 — 3 — 3 — 3 — 3 — 3 — 3§ —
Special Mention — — — — — — — —
Substandard — — — — — — — —
Total Other Loans $ — 3 — 3 — 3 — 3 — 3 — 3 — 3 =
YTD Gross Charge-offs — — — — — — — —
Total Portfolio Loans
Pass § 277595 $§ 569,891 $§ 458358 $§ 423,589 $§ 705,226 $ 1,079,534 $ 163,264 § 3,677,457
Special Mention — 7 661 — — 670 — 1,338
Substandard 29 — 7,588 17,642 14,991 1,324 781 42,355
Doubtful — — — 12,944 — — 500 13,444
Total Portfolio Loans $ 277,624 $ 569,898 $ 466,607 $ 454,175 $ 720,217 $ 1,081,528 $ 164,545 $ 3,734,594
Current YTD Period:
YTD Gross Charge-offs $ 64 $ 67 $ 53 § 12 8 77 $ 26 $ — 3 299
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The following table presents loan balances by year of origination and internally assigned risk rating for our portfolio segments
as of December 31:
Risk Rating

Total
2020 and Portfolio
(Dollars in Thousands) 2025 2024 2023 2022 2021 Prior Revolving Loans
Commercial Real Estate
Pass § 314624 $ 189311 $§ 335491 $§ 424445 $§ 232,130 $ 536,023 $§ 47,555 § 2,079,579
Special Mention 10,829 — — — — 45 — 10,874
Substandard — 9,494 — 14,321 — 46 — 23,861
Total Commercial Real Estate $ 325453 $§ 198,805 $§ 335491 §$ 438,766 $ 232,130 $ 536,114 $ 47,555 $ 2,114,314
YTD Gross Charge-offs — — — — — — — —
Commercial and Industrial
Pass $ 24231 $ 78 $ 28,939 $ 19,406 $ 9,409 $§ 106,348 $ 41,780 § 230,899
Special Mention 9 — — — — — — 9
Substandard — — — 13 915 21 64 1,013
Total Commercial and Industrial $ 24,240 $ 786 $ 28,939 § 19,419 $ 10,324 $ 106,369 $ 41,844 § 231,921
YTD Gross Charge-offs — — — 7 — — — 7
Residential Mortgages
Pass $ 101,104 20,369 $ 56,383 $ 262355 $§ 148230 $ 163,744 $ 64,130 $ 816,315
Special Mention — — — — — 89 — 89
Substandard — — — 1,014 826 3,289 608 5,737
Total Residential Mortgages $ 101,104 $ 20,369 $ 56,383 $ 263,369 $ 149,056 $ 167,122 $ 64,738 $ 822,141
YTD Gross Charge-offs — — — — — — — —
Other Consumer
Pass $ 17,463 $ 6,096 $ 2,380 $ 1,142 § 244§ 1,066 $ — 3 28,391
Special Mention — — — — — — — —
Substandard 2 18 — 1 4 — — 25
Total Other Consumer $ 17,465 $ 6,114 $ 2,380 $ 1,143 $ 248 $ 1,066 $ — 3 28,416
YTD Gross Charge-offs 202 181 71 334 80 11 — 879
Construction
Pass $ 90,343 § 192,733 § 103,325 §$ 47,124 $ 2,015 $ 7,768 $§ 15763 $§ 459,071
Special Mention — 660 — — — 40 — 700
Substandard — — 403 5,402 — 37 — 5,842
Total Construction $ 90,343 $§ 193,393 $ 103,728 $ 52,526 $ 2,015 § 7,845 $ 15,763 $ 465,613
YTD Gross Charge-offs — — — 1 — — — 1
Other
Pass $ — 3 — 3 — 3 — 3 — 3 3,135 § —  $ 3,135
Special Mention — — — — — — — —
Substandard 214,020 — — — — — — 214,020
Total Other Loans $ 214,020 $ — 3 — 3 — 3 — 8 3,135 $ — $ 217,155
YTD Gross Charge-offs — — — — — — — —
Total Portfolio Loans
Pass § 547,765 $§ 409,295 $§ 526,518 $§ 754,472 $ 392,028 $ 818,084 $ 169,228 § 3,617,390
Special Mention 10,838 660 — — — 174 — 11,672
Substandard 214,022 9,512 403 20,751 1,745 3,393 672 250,498
Total Portfolio Loans $ 772,625 $ 419,467 $ 526,921 $ 775223 § 393,773 $ 821,651 $ 169,900 $ 3,879,560
Current YTD Period:
YTD Gross Charge-offs $ 202§ 181 $ 71 8 342§ 80 $ 1 $ — $ 887
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The following table presents loan balances by year of origination and performing and nonperforming status for our portfolio

segments as of June 30:

Total
2021 and Portfolio

(Dollars in Thousands) 2026 2025 2024 2023 2022 Prior Revolving Loans
Commercial Real Estate

Performing 144,769 319,675 244,322 301,101 408,250 675,502 28,181 2,121,800

Nonperforming — — 7,552 — 13,974 36 — 21,562
Total Commercial Real Estate 144,769 319,675 251,874 301,101 422,224 675,538 28,181 2,143,362
Commercial and Industrial

Performing 34,206 21,200 785 14,993 18,513 104,510 54,679 248,886

Nonperforming — = = 12,944 12 15 575 13,546
Total Commercial and Industrial 34,206 21,200 785 27,937 18,525 104,525 55,254 262,432
Residential Mortgages

Performing 53,029 92,341 21,596 40,996 247,164 291,806 65,506 812,438

Nonperforming — — — — — 1,239 706 1,945
Total Residential Mortgages 53,029 92,341 21,596 40,996 247,164 293,045 66,212 814,383
Other Consumer

Performing 7,838 10,118 4,122 1,488 743 773 — 25,082

Nonperforming 29 = 36 — 7 — — 72
Total Other Consumer 7,867 10,118 4,158 1,488 750 773 — 25,154
Construction

Performing 37,753 126,564 188,194 82,251 31,554 7,613 14,898 488,827

Nonperforming — — — 402 — 34 — 436
Total Construction 37,753 126,564 188,194 82,653 31,554 7,647 14,898 489,263
Other

Performing — — — — — — — —

Nonperforming — — — — — — — —
Total Other Loans — — — — — — — —
Total Portfolio Loans

Performing 277,595 569,898 459,019 440,829 706,224 1,080,204 163,264 3,697,033

Nonperforming 29 — 7,588 13,346 13,993 1,324 1,281 37,561
Total Portfolio Loans 277,624 569,898 466,607 454,175 720,217 1,081,528 164,545 3,734,594
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The following table presents loan balances by year of origination and performing and nonperforming status for our portfolio
segments as of December 31:

Total
2020 and Portfolio
(Dollars in Thousands) 2025 2024 2023 2022 2021 Prior Revolving Loans
Commercial Real Estate
Performing $ 325,453 $ 189,311 § 335491 $ 424,445 § 232,130 $ 536,068 $ 47,555 $ 2,090,453
Nonperforming — 9,494 — 14,321 — 46 — 23,861
Total Commercial Real Estate $ 325,453 § 198,805 $ 335,491 § 438,766 $ 232,130 $ 536,114 $ 47,555 § 2,114,314
Commercial and Industrial
Performing $ 24240 $ 786 $ 28,939 $ 19,406 $ 9,409 $ 106,348 $ 41,780 $ 230,908
Nonperforming — = = 13 915 21 64 1,013
Total Commercial and Industrial $ 24,240 $ 786 $ 28,939 § 19,419 $ 10,324 $ 106,369 $ 41,844 $ 231,921
Residential Mortgages
Performing $ 101,104 $ 20,369 $ 56,383 § 263,369 $ 148,230 $ 163,833 § 64,230 $ 817,518
Nonperforming — — — — 826 3,289 508 4,623
Total Residential Mortgages $ 101,104 $ 20,369 $ 56,383 $ 263,369 $ 149,056 $ 167,122 $ 64,738 $ 822,141
Other Consumer
Performing $ 17,463 $ 6,096 § 2,380 $ 1,142 § 244§ 1,066 $ — 3 28,391
Nonperforming 2 18 — 1 4 — — 25
Total Other Consumer $ 17,465 $ 6,114 § 2,380 $ 1,143 $ 248 $ 1,066 $ — 8 28,416
Construction
Performing $ 90,343 $ 193,393 § 103,325 § 52,526 $ 2,015 $ 7,808 $ 15,763 § 465,173
Nonperforming — — 403 — — 37 — 440
Total Construction $ 90,343 $ 193,393 $ 103,728 $ 52,526 $ 2,015 $ 7,845 $ 15,763 $ 465,613
Other
Performing $ — 3 — 3 — — 3 — 3 3,135 $ — 3 3,135
Nonperforming 214,020 — — — — — — 214,020
Total Other Loans $ 214,020 $ — 3 — 3 — $ — 3 3,135 § — 8 217,155
Total Portfolio Loans
Performing $ 558,603 $ 409,955 $ 526,518 $ 760,888 $ 392,028 $ 818,258 $ 169,328 $ 3,635,578
Nonperforming 214,022 9,512 403 14,335 1,745 3,393 572 243,982
Total Portfolio Loans $ 772,625 $ 419,467 $ 526,921 $ 775,223 $ 393,773 $ 821,651 $ 169,900 $ 3,879,560

The sale of the Bank’s largest lending relationship, which was previously included in the “Other” segment, completed on
March 26, 2026, resulted in a significant reduction in both substandard and nonperforming loans at June 30, 2026, compared to
an aggregate principal balance of $214.0 million classified as substandard and nonperforming at December 31, 2025.
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Age Analysis of Past-Due Loans by Class

The following tables include an aging analysis of the recorded investment of past-due portfolio loans at the dates presented:

June 30, 2026

Loans 30-59 Loans 60-89 Total 30-89 Days Nonaccrual Total Portfolio
(Dollars in Thousands) Current Loans Days Past Due Days Past Due Past Due Loans Loans
Commercial Real Estate $ 2,121,800 $ — 3 — 3 — $ 21,562 $ 2,143,362
Commercial & Industrial 248,796 90 — 90 13,546 262,432
Residential Mortgages 810,101 2,337 — 2,337 1,945 814,383
Other Consumer 24,934 86 62 148 72 25,154
Construction 488,791 36 — 36 436 489,263
Other — — — — — —
Total $ 3,694,422 $ 2,549 $ 62 $ 2,611 $ 37,561 $ 3,734,594
December 31, 2025
Loans 30-59 Loans 60-89 Total 30-89 Days Nonaccrual Total Portfolio
(Dollars in Thousands) Current Loans Days Past Due Days Past Due Past Due Loans Loans
Commercial Real Estate $ 2,090,450 $ 3 8 — $ 33 23,861 $ 2,114,314
Commercial & Industrial 230,749 159 — 159 1,013 231,921
Residential Mortgages 815,619 1,899 — 1,899 4,623 822,141
Other Consumer 28,124 159 108 267 25 28,416
Construction 464,265 40 868 908 440 465,613
Other 3,135 — — — 214,020 217,155
Total $ 3,632,342 $ 2,260 $ 976 $ 3,236 $ 243,982 $ 3,879,560

Loans past due 90 days or more and still accruing were zero at June 30, 2026 and December 31, 2025.

There were no nonaccrual or past due loans related to loans held-for-sale as of June 30, 2026 and December 31, 2025,

respectively.

The following table presents loans on nonaccrual status by portfolio segment of loan for the dates presented. There were no
loans for the dates presented that were past due more than 90 days and still accruing.

June 30, 2026

December 31, 2025

Nonaccrual Nonaccrual
without an Nonaccrual with Total without an Nonaccrual with Total
Allowance for an Allowance for Nonaccrual Allowance for an Allowance for Nonaccrual
(Dollars in Thousands) Credit Losses Credit Losses Loans Credit Losses Credit Losses Loans
Commercial Real Estate $ — 3 21,562 $ 21,562 $ — 3 23,861 $ 23,861
Commercial and Industrial — 13,546 13,546 — 1,013 1,013
Residential Mortgages — 1,945 1,945 2,018 2,605 4,623
Other Consumer — 72 72 — 25 25
Construction — 436 436 — 440 440
Other — — — — 214,020 214,020
Total Portfolio Loans $ — 3 37,561 $ 37,561 $ 2,018 $ 241,964 $ 243,982

Nonaccrual loans in the “Other” segment decreased by $214.0 million, reflecting the Loan Sale Transaction completed during
the first quarter of 2026. The Loan Sale Transaction also resulted in the reversal of $18.0 million of previously established

specific reserves.

A loan is generally placed on nonaccrual status when management determines that the collection of principal and interest is
unlikely. Upon placement on nonaccrual status, the Company discontinues the accrual of interest income and reverses any

unpaid accrued interest.

Delinquency status is a key indicator used in evaluating collectability. Accordingly, loans are generally transferred to
nonaccrual status when they become 90 days or more past due. Management, however, may exercise judgment at the individual
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loan level. A loan may be placed on nonaccrual status prior to becoming 90 days past due if collectability of principal and
interest is doubtful. Conversely, a loan that is 90 days or more past due may remain on accrual status if management believes it
is well secured and in the process of collection.

Nonaccrual loans, including loans that have been restructured, may be individually evaluated for expected credit losses when
the outstanding loan balance is $1.0 million or greater or when management determines individual evaluation is appropriate.
Loans not individually evaluated are included in the applicable pooled segment of the ACL.

During the three and six months ended June 30, 2026 and June 30, 2025, respectively, no material interest income was
recognized on nonperforming loans (“NPLs”) subsequent to their classification as nonaccrual.

The following tables present changes in the fair value of the types of collateral and DCF modeling for IELs in the (recovery)
provision for credit losses on loans in the period of change.
June 30, 2026

Blanket UCC
Lien on Business
Collateral Type Assets Single Family Warehouse Office Building Multifamily Total
(Dollars in Thousands) Fair Value - Collateral
Commercial Real Estate $ — 3 — 3 7,552 $ 13,973 $ — 3 21,525
Commercial and Industrial 13,445 — — — — 13,445
Construction — 661 — — 17,239 17,900
Total $ 13,445 $ 661 $ 7,552 $ 13,973 $ 17,239 $ 52,870
December 31, 2025
Collateral Type Equipment Single Family Warehouse Office Building Discounted Cash Total
(Dollars in Thousands) Fair Value - Collateral Flow
Commercial Real Estate $ — 3 — 3 9,494 § 14,321 $ — 3 23,815
Commercial and Industrial 915 — — — — 915
Residential Mortgage — 2,018 — — — 2,018
Construction — 661 — — — 661
Other — — — — 214,020 214,020
Total $ 915 $ 2,679 $ 9,494 $ 14,321 $ 214,020 $ 241,429
The following tables present activity in the ACL for the periods presented:
Three Months Ended June 30, 2026
Commercial Commercial Residential Other
(Dollars in Thousands) Real Estate & Industrial  Mortgages Consumer  Construction Other Total
Allowance for Credit Losses on Loans:
Balance, Beginning of Period $ 22,171  $ 2,538 $ 11,761 $ 588 $ 15,445 § — 3 52,503
(Recovery) Provision for Credit Losses on
Loans (286) 3,352 (44) 85 (1,097) — 2,010
Charge-offs — — — (161) — — (161)
Recoveries 248 — 2 57 511 — 818
Net Recoveries / (Charge-offs) 248 — 2 (104) 511 — 657
Balance, End of Period $ 22,133 $ 5890 $ 11,719 $ 569 $ 14,859 $ — 55,170
Six Months Ended June 30, 2026
Commercial Commercial Residential Other
(Dollars in Thousands) Real Estate & Industrial  Mortgages Consumer  Construction Other Total
Allowance for Credit Losses on Loans:
Balance, Beginning of Period $ 22,526 $ 2,790 $ 12,449 $ 638 $ 15,020 $ 18,068 $ 71,491
(Recovery) Provision for Credit Losses on
Loans (641) 3,100 (734) 108 (672) (33,068) (31,907)
Charge-offs — — — (299) — — (299)
Recoveries 248 — 4 122 511 15,000 15,885
Net Recoveries / (Charge-offs) 248 — 4 a77 511 15,000 15,586
Balance, End of Period $ 22,133 $ 5,800 $ 11,719 $ 569 $ 14859 $ — 3 55,170
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Three Months Ended June 30, 2025

Commercial Commercial Residential Other
(Dollars in Thousands) Real Estate & Industrial  Mortgages Consumer  Construction Other Total
Allowance for Credit Losses on Loans:
Balance, Beginning of Period $ 20,144 $ 2,675 $ 10,843 $ 693 $ 12,049 § 27,114 $ 73,518
Provision (Recovery) for Credit Losses on
Loans 579 45 298 144 (285) (3,111) (2,330)
Charge-offs — — — (288) — — (288)
Recoveries — 2 2 119 — — 123
Net Recoveries / (Charge-offs) — 2 2 (169) — — (165)
Balance, End of Period $ 20,723  $ 2,722 $ 11,143 §$ 668 $ 11,764 $ 24,003 $ 71,023
Six Months Ended June 30, 2025
Commercial Commercial Residential Other
(Dollars in Thousands) Real Estate & Industrial  Mortgages Consumer  Construction Other Total
Allowance for Credit Losses on Loans:
Balance, Beginning of Period $ 20,146 $ 2,791 § 10,389 §$ 682 $ 11,297  § 30,295 $ 75,600
Provision (Recovery) for Credit Losses on
Loans 577 (67) 744 216 467 (6,292) (4,355)
Charge-offs — (7) — (459) (1) — (467)
Recoveries — 5 10 229 1 — 245
Net (Charge-offs) / Recoveries — ?2) 10 (230) — — (222)
Balance, End of Period $ 20,723 $ 2,722 $ 11,143  § 668 $ 11,764 $ 24,003 $ 71,023

NOTE 6 - FAIR VALUE MEASUREMENTS

The Company uses fair value measurements when recording and disclosing certain financial assets and liabilities. Securities
available-for-sale, equity securities and derivative financial instruments are recorded at fair value on a recurring basis.
Additionally, from time to time, the Company may be required to record other assets at fair value on a nonrecurring basis, such
as loans held-for-sale, IELs, OREQ, and certain other assets.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in the principal or most advantageous
market in an orderly transaction between market participants at the measurement date. An orderly transaction is a transaction
that assumes exposure to the market for a period prior to the measurement date to allow for marketing activities that are usual
and customary for transactions involving such assets or liabilities; it is not a forced transaction. In determining fair value, the
Company uses various valuation approaches, including market, income and cost approaches. The fair value standard establishes
a hierarchy for inputs used in measuring fair value that maximizes the use of observable inputs and minimizes the use of
unobservable inputs by requiring that observable inputs be used when available. Observable inputs are inputs that market
participants would use in pricing an asset or liability, which are developed based on market data the Company has obtained
from independent sources. Unobservable inputs reflect the Company’s estimates of assumptions that market participants would
use in pricing an asset or liability, which are developed based on the best information available in the circumstances.

The fair value hierarchy gives the highest priority to unadjusted quoted market prices in active markets for identical assets or
liabilities (Level 1 measurement) and the lowest priority to unobservable inputs (Level 3 measurement). There are three levels
of inputs that may be used to measure fair values:

Level 1: Quoted prices (unadjusted) for identical assets or liabilities in active markets that an entity has the ability to access
as of the measurement date, or observable inputs.

Level 2: Significant other observable inputs other than Level 1 prices, such as quoted prices for similar assets or liabilities,
quoted prices in markets that are not active, and other inputs that are observable or can be corroborated by observable market

data.

Level 3: Significant unobservable inputs that reflect an entity’s own assumptions about the assumptions that market
participants would use in pricing an asset or liability.
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A financial instrument’s level within the fair value hierarchy is based on the lowest level of input that is significant to the fair
value measurement. The Company recognizes transfers between any of the fair value hierarchy levels at the end of the reporting
period in which the transfer occurred.

The following are descriptions of the valuation methodologies that the Company uses for financial instruments recorded at fair
value on either a recurring or nonrecurring basis.

Recurring Basis

Securities Available-for-Sale: The fair values of securities available-for-sale are determined by obtaining quoted prices on
nationally recognized securities exchanges, if available. This valuation method is classified as Level 1 in the fair value
hierarchy. For securities where quoted prices are not available, fair values are calculated on market prices of similar securities,
or matrix pricing, which is a mathematical technique, used widely in the industry to value debt securities without relying
exclusively on quoted prices for the specific securities but rather by relying on the securities’ relationship to other benchmark
quoted securities. Matrix pricing relies on the securities’ relationship to similarly traded securities, benchmark curves, and the
benchmarking of like securities. Matrix pricing utilizes observable market inputs such as benchmark yields, reported trades,
broker/dealer quotes, issuer spreads, two-sided markets, benchmark securities, bids, offers, reference data, and industry and
economic events. In instances where broker quotes are used, these quotes are obtained from market makers or broker-dealers
recognized to be market participants. This valuation method is classified as Level 2 in the fair value hierarchy. For securities
where quoted prices or market prices of similar securities are not available, fair values are calculated using DCF or other market
indicators. This valuation method is classified as Level 3 in the fair value hierarchy.

Equity Securities: The fair values of equity securities are determined by obtaining quoted prices on nationally recognized or
foreign securities exchanges, if available. This valuation method is classified as Level 1 in the fair value hierarchy. As of
June 30, 2026 and December 31, 2025, Level 1 fair values are available for each of the Company’s equity securities.

Derivative Financial Instruments and Hedging Activities: The Company uses derivative instruments such as interest rate
swaps for commercial loans with our customers. Upon entering into swaps with the borrower, the Company entered into
offsetting positions with counterparties to minimize risk to the Company. The back-to-back swaps qualify as derivatives, but
are not designated as hedging instruments. Interest rate swap contracts involve the risk of dealing with borrower and
counterparties and their ability to meet contractual terms. The Company calculates the fair value for derivatives using accepted
valuation techniques, including DCF analysis on the expected cash flows of each derivative. Each valuation considers the
contractual terms of the derivative, including the period to maturity, and uses observable market-based inputs, such as interest
rate curves and implied volatilities. When the fair value of a derivative instrument contract is positive, this generally indicates
that the counterparty or customer owes the Company, and results in credit risk to the Company. When the fair value of a
derivative instrument contract is negative, the Company owes the customer or counterparty, and, therefore, has no risk.
Accordingly, interest rate swaps for commercial loans are classified as Level 2.

The Company also enters into commitments to originate mortgage loans whereby the interest rate on the loan is determined
prior to funding (rate lock commitments). Rate lock commitments on mortgage loans to be held-for-sale are considered to be
derivatives. The period of time between issuance of a loan commitment and closing and sale of the loan generally ranges from
15 to 90 days. The Company protects itself from changes in interest rates through the use of best-efforts forward delivery
commitments, whereby the Company commits to sell a loan at the time the borrower commits to an interest rate with the intent
that the buyer has assumed interest rate risk on rate lock commitments due to changes in interest rates.

Nonrecurring Basis

Individually Evaluated Loans: IELs with commitments of $1.0 million or greater and/or based on management’s discretion
are evaluated for potential specific reserves and adjusted, if a shortfall exists, to fair value less costs to sell. Fair value is
measured based on the value of the underlying collateral securing the loan if repayment is expected solely from the sale or
operation of the collateral or present value of estimated future cash flows discounted at the loan’s contractual interest rate if the
loan is not determined to be collateral dependent. All loans with a specific reserve are classified as Level 3 in the fair value
hierarchy.

Fair value for IELs is determined using several methods. Generally, the fair value of real estate is determined based on
appraisals by qualified licensed appraisers. These appraisals may utilize a single valuation approach or a combination of
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approaches including comparable sales and the income approach. Adjustments are routinely made in the appraisal process by
the appraisers to adjust for differences between the comparable sales and income data available. These routine adjustments are
made to adjust the value of a specific property relative to comparable properties for variations in qualities such as location, size,
and income production capacity relative to the subject property of the appraisal. Such adjustments are typically significant and
result in a Level 3 classification of the inputs for determining fair value.

Subsequent to the initial impairment date, existing IELs are reevaluated quarterly for additional impairment and adjustments to
fair value less costs to sell are made, where appropriate. For IELs, the first stage of our impairment analysis involves inspection
of the property in question to affirm the condition has not deteriorated since the previous impairment analysis date.
Management also engages in conversations with local real estate professionals and market participants to determine the likely
marketing time and value range for the property. The second stage involves an assessment of current trends in the regional
market. After thorough consideration of these factors, management will order a new appraisal.

For non-individually evaluated loans, the fair value is determined by updating the present value of estimated future cash flows
using the loan’s existing rate to reflect the payment schedule for the remaining life of the loan.

OREDO is evaluated at the time of acquisition and is recorded at fair value as determined by an appraisal or evaluation, less
costs to sell. After acquisition, most OREO assets are revalued every twelve months, or more frequently when deemed
necessary by management based upon changes in market or collateral conditions. For smaller OREO assets with existing
carrying values less than $0.5 million, management may elect to re-value the assets, at minimum, once every twenty-four
months based on the size of the exposure. Fair value, when recorded, is generally based upon appraisals by approved,
independent state certified appraisers. Appraisals on OREO may be discounted based on our historical knowledge, changes in
market conditions from the time of appraisal or other information available to us. OREO and other repossessed assets marked to
fair value are classified as Level 3. At June 30, 2026, OREO assets were in compliance with the OREO policy as described
above, except for $0.2 million related to two residential mortgage loans that are not currently marketed for sale as the Company
is still in the process of determining a market value for listing the properties.

The following tables present the Company’s financial assets and liabilities that are measured at fair value on a recurring basis
by fair value hierarchy level at the dates presented:

June 30, 2026
Quoted Prices In

Active Markets Significant Other Significant
for Identical Observable Inputs Unobservable
(Dollars in Thousands) Carrying Value Assets (Level 1) (Level 2) Inputs (Level 3)
Assets
Securities Available-for-Sale:
U.S. Government Agency Securities $ 16,153 $ — 3 16,153 $ —
Residential Mortgage-Backed Securities 61,450 — 61,450 —
Commercial Mortgage-Backed Securities 20,910 — 20,910 —
Other Commercial Mortgage-Backed Securities 21,261 — 21,261 —
Asset Backed Securities 105,594 — 105,594 —
Collateralized Mortgage Obligations 192,539 — 192,539 —
States and Political Subdivisions 166,313 — 166,313 —
Corporate Notes 56,082 — 49,797 6,285
Total Securities Available-for-Sale 640,302 — 634,017 6,285
Equity Securities 12,676 12,676 — —
Derivatives 10,938 — 10,938 —
Total $ 663,916 $ 12,676 $ 644,955 $ 6,285
Liabilities
Derivatives $ 11,392 § — 3 11,392 § —
Total $ 11,392 §$ — 11,392 § —
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December 31, 2025
Quoted Prices In

Active Markets Significant Other Significant
for Identical Observable Inputs Unobservable
(Dollars in Thousands) Carrying Value Assets (Level 1) (Level 2) Inputs (Level 3)
Assets
Securities Available-for-Sale:
U.S. Government Agency Securities $ 19,375 § — 3 19375 § =
Residential Mortgage-Backed Securities 76,773 — 76,773 —
Commercial Mortgage-Backed Securities 25,122 — 25,122 —
Other Commercial Mortgage-Backed Securities 24,254 — 24,254 —
Asset Backed Securities 94,797 — 94,797 —
Collateralized Mortgage Obligations 161,820 — 161,820 —
States and Political Subdivisions 234,224 — 234,224 —
Corporate Notes 55,247 — 51,967 3,280
Total Securities Available-for-Sale 691,612 — 688,332 3,280
Equity Securities 10,291 10,291 — —
Derivatives 10,182 — 10,182 —
Total $ 712,085 $ 10,291 §$ 698,514 $ 3,280
Liabilities
Derivatives $ 10,089 $ — 3 10,089 $ —
Total $ 10,089 $ — 10,089 $ —

The Company invests in subordinated debt securities issued by other financial institutions that are classified as Corporate Notes
in the tables above. At June 30, 2026, the Company held two such securities with an aggregate fair value of $6.3 million, and at
December 31, 2025, the Company held one such security with an aggregate fair value of $3.3 million all of which were
classified within Level 3 of the fair value hierarchy due to the absence of observable market inputs and limited trading activity.
These Level 3 assets increased compared to December 31, 2025, reflecting the addition of a $3.0 million corporate bond during
the second quarter of 2026.

The fair value of these Level 3 securities is estimated by benchmarking to similar instruments with observable market data
classified as Level 2. Valuation techniques incorporate comparable financial ratio analysis and qualitative assessments specific
to the industry in which the underlying issuers operate. Key factors considered include capital adequacy, asset quality trends,

management effectiveness, core earnings capacity, liquidity profile, and on and off-balance sheet interest rate exposures.

Financial assets measured at fair value on a nonrecurring basis at the dates presented are summarized below:

June 30, 2026

(Dollars in Thousands) Level 1 Level 2 Level 3 Fair Value
OREO $ — 3 — 3 3356 $ 3,356
Individually Evaluated Loans $ — 3 — 3 30,779 $ 30,779

December 31, 2025

(Dollars in Thousands) Level 1 Level 2 Level 3 Fair Value
OREO $ — 3 — 3 142§ 142
Individually Evaluated Loans $ — 3 — 3 22,809 $ 22,809

The Company had three IEL relationships consisting of seven loans totaling $30.8 million that were measured at fair value on a
nonrecurring basis at June 30, 2026, compared to three IEL relationships consisting of eight loans totaling $22.8 million at
December 31, 2025.

The Company’s largest credit relationship, previously classified as an IEL had a net carrying value of zero at June 30, 2026,
compared to $196.0 million at December 31, 2025, as a result of the Loan Sale Transaction during the first quarter of 2026.
Prior to the Loan Sale Transaction, in estimating fair value, management utilized DCF techniques incorporating various
assumptions related to the timing and amount of expected recoveries under multiple collection scenarios. These valuation
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techniques resulted in a valuation allowance of zero at June 30, 2026, compared to $18.0 million at December 31, 2025, as the
previously established specific reserves were released in connection with the Loan Sale Transaction during the first quarter of
2026.

OREO, which is measured at the lower of carrying amount or fair value less costs to sell, had a net carrying amount of $3.4
million as of June 30, 2026, compared to $0.1 million at December 31, 2025. The increase was primarily attributable to two

nonperforming residential mortgage loans totaling $2.9 million that were transferred to OREO during the first quarter of 2026.

The following tables summarize the Company’s assets that were measured at fair value on a nonrecurring basis at the dates
presented:

June 30, 2026

(Dollars in Thousands) Fair Value Valuation Technique Unobservable Inputs Weighted Range Average
Assets
Individually Evaluated Loans $ 30,779 Appraisals Estimated Selling Costs 3.0% — 9.6% 6.5 %

Total Individually Evaluated Loans $ 30,779

OREO $ 2,122 Appraisals Estimated Selling Costs 0.0% — 6.0% 3.7 %
OREO 143 Internal Valuations Estimated Selling Costs 5.0% 5.0 %
Discounted Internal Management's Subject
OREO 1,091 Valuations Discount 24.0% 24.0 %
Total OREO $ 3,356

December 31, 2025

(Dollars in Thousands) Fair Value Valuation Technique Unobservable Inputs Weighted Range Average
Assets
Individually Evaluated Loans $ 22,809 Appraisals Estimated Selling Costs 35% — 6.0% 59 %

Total Individually Evaluated Loans  § 22,809

Discounted Internal Management’s Subject
OREO 142 Valuations Discount 5.0% 5.0 %

Total OREO $ 142

A baseline discount rate has been established for use in impairment and fair value measurements. This baseline rate was
developed through back-testing against historical OREO sales and reflects an average recovery rate based on transaction size
and asset type within the population analyzed. Management considers the specific facts and circumstances of each IEL and may
apply judgment to adjust the baseline discount rate when appropriate.

The carrying values and estimated fair values of the Company’s financial instruments at June 30, 2026 and December 31, 2025
are presented in the accompanying tables. Fair values are estimated in accordance with the exit price notion under ASU
2016-01, Recognition and Measurement of Financial Assets and Financial Liabilities. In accordance with U.S. GAAP, the
Company is required to disclose the estimated fair value of financial instruments carried at amortized cost when quoted market
prices are not readily available.

Estimated fair values are derived using present value techniques or other valuation methodologies and are significantly affected
by the assumptions applied, including discount rates and expected future cash flows. Because these estimates are based on
models and assumptions rather than observable market transactions, they may not be realized upon immediate settlement.
Accordingly, the aggregate fair values presented do not necessarily represent the underlying value of the Company.
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Fair Value Measurements at June 30, 2026

(Dollars in Thousands) Carrying Value Level 1 Level 2 Level 3 Total

Financial Assets:
Cash and Cash Equivalents $ 276,535 41,101  $ 235434 $ — 3 276,535
Securities Available-for-Sale 640,302 — 634,017 6,285 640,302
Equity Securities 12,676 12,676 — — 12,676
Loans Held-for-Sale 467 — — 467 467
Portfolio Loans, net 3,679,424 — — 3,586,854 3,586,854
Other Restricted Stock, at Cost 8,476 — — NA NA
Other Assets- Interest Rate Derivatives 10,938 — 10,938 — 10,938
Accrued Interest Receivable 16,890 36 3,165 13,689 16,890

Financial Liabilities:
Deposits $ 4,197,556 655,482 $ 1,695,658 $ 1,861,684 $ 4,212,324
Other Liabilities- Interest Rate Derivatives 11,392 — 11,392 — 11,392
Accrued Interest Payable 5,891 — — 5,891 5,891

Fair Value Measurements at December 31, 2025

(Dollars in Thousands) Carrying Value Level 1 Level 2 Level 3 Total

Financial Assets:
Cash and Cash Equivalents $ 105,163 36,935 § 68,228 $ — 3 105,163
Securities Available-for-Sale 691,612 — 688,332 3,280 691,612
Equity Securities 10,291 10,291 — — 10,291
Loans Held-for-Sale 339 — — 339 339
Portfolio Loans, net 3,808,069 — — 3,711,795 3,711,795
Other Restricted Stock, at Cost 16,830 — — NA NA
Other Assets- Interest Rate Derivatives 10,182 — 10,182 — 10,182
Accrued Interest Receivable 17,797 — 3,683 14,114 17,797

Financial Liabilities:
Deposits $ 4,210,389 620,473 $ 1,688,317 $ 1,917,786 $ 4,226,576
Other Liabilities- Interest Rate Derivatives 10,089 — 10,089 — 10,089
FHLB Borrowings 178,500 — — 178,552 178,552
Accrued Interest Payable 6,971 — — 6,971 6,971

NOTE 7 - DERIVATIVE INSTRUMENTS AND HEDGING ACTIVITIES

In accordance with applicable accounting guidance for derivatives and hedging, all derivatives are recognized as either assets or
liabilities in the Consolidated Balance Sheets and are measured at fair value.

Interest Rate Swap Arrangements with Customers

Interest rate swaps are contracts under which a series of fixed and variable interest rate payments are exchanged over a
specified period. The notional amounts on which the interest payments are based are not exchanged. The Company enters into
interest rate swap transactions with commercial customers to facilitate customer risk management objectives. In these
transactions, the Company originates a floating rate loan to the customer at a notional amount and simultaneously enters into a
corresponding offsetting interest rate swap with a third-party financial institution or counterparty.

Under this structure, the customer enters into an interest rate swap with the Company to exchange the variable rate cash flows
associated with the loan for fixed rate cash flows based on the same notional amount as the Company’s loan. These transactions
allow customers to effectively convert variable rate loans to fixed rate loans, while the Company receives variable rate
payments. Certain agreements may include contractual interest rate floors or caps.
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Customer related interest rate swaps are considered derivatives, but are not designated as hedging instruments for accounting
purposes. Accordingly, changes in the estimated fair value of these derivatives are recognized in current earnings in the
Consolidated Statements of Income.

Balance Sheet Hedging Activities

The Company uses interest rate swaps as part of its interest rate risk management strategy to reduce its exposure to changes in
the fair value of certain fixed-rate available-for-sale debt securities resulting from fluctuations in benchmark interest rates.
During the six months ended June 30, 2026, the Company designated interest rate swaps with an aggregate notional amount of
$29.9 million as fair value hedges of certain available-for-sale securities. The hedging relationships qualify for the shortcut
method under ASC 815, Derivatives and Hedging, as management determined that the critical terms of the interest rate swaps
and the hedged securities matched. Accordingly, changes in the fair value of the interest rate swaps are recognized in earnings
and are expected to offset changes in the fair value of the hedged securities attributable to changes in the designated benchmark
interest rate. Changes in the fair value of the available-for-sale securities that are not attributable to the hedged risk continue to
be recognized in other comprehensive income. The Company assesses the qualifying criteria for application of the shortcut
method on an ongoing basis.

The Company also utilizes derivatives to hedge interest rate risk associated with on balance sheet assets. On July 11, 2024, the
Company entered into two related pay-fixed/receive floating interest rate swaps (the “Pay-Fixed/Receive Floating Interest Rate
Swap Agreements”) with a combined notional amount of $300.0 million. These swaps were designated as fair value hedges to
mitigate changes in the fair value of the fixed rate loans, including amortizing single-family residential mortgage loans and
CRE loans. The hedges were intended to synthetically convert the hedged fixed rate loans to floating rate loans indexed to the
Secured Overnight Financing Rate (“ SOFR”).

On December 19, 2024, the Company terminated the first Pay-Fixed/Receive Floating Swap Agreement with an original
notional amount of $175.0 million, which was scheduled to mature on July 11, 2029. The termination resulted in a negative
interest income adjustment of $154 thousand. On January 13, 2025, the Company terminated the remaining Pay-Fixed/Receive
Floating Swap Agreement with an original notional amount of $125.0 million, which was scheduled to mature on July 11, 2027,
resulting in a negative interest income adjustment of $110 thousand. While these Pay-Fixed/Receive Floating Swap Agreements
were outstanding, the Company recognized $1.2 million of interest income related to these hedging instruments.

Hedge Accounting Treatment

As long as a hedging instrument is properly designated and effectiveness testing supports qualification for hedge accounting
treatment, changes in fair value of the hedging instrument attributable to the hedged risk are recognized in net interest income.
The fair value of the derivative is recorded in other assets or other liabilities, as applicable, with a corresponding adjustment
recorded to the carrying amount of the hedged loans. Under this accounting treatment, there is no separate measurement or
recognition of hedge ineffectiveness, and the full impact of hedge gains and losses is recognized in earnings in the period in
which the hedged item affects earnings.

Collateral and Credit Risk

Pursuant to agreements with various financial institutions, the Company may be required to post collateral or may receive
collateral based on the mark-to-market position of its derivative contracts. Beyond unsecured threshold levels, collateral may be
provided in the form of cash or securities. Based on current derivative positions and related collateral requirements,
management believes any impact on the Company’s liquidity or cash flows is immaterial.

Derivative instruments expose the Company to credit risk, representing the risk that a counterparty may fail to perform under
the terms of a contract. All derivative transactions with financial institutions are executed only with counterparties approved by
the Asset and Liability Committee (“ALCQO”). Derivative transactions with customers are subject to approval by members of
senior management with appropriate training and experience in interest rate risk management.
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The following tables indicate the amounts representing the fair value of derivative assets and derivative liabilities at the dates

presented:

Fair Values of Derivative Instruments
Asset Derivatives (Included in Other Assets)

June 30, 2026 December 31, 2025
Number of Notional Fair Number of Notional Fair

(Dollars in Thousands) Transactions Amount Value Transactions Amount Value
Derivatives Designated as Hedging Instruments
Interest Rate Swaps - Balance Sheet Hedge — — S — — S — 8 —

Total Derivatives Designated as Hedging Instruments — — = — 3 — —
Derivatives not Designated as Hedging Instruments
Interest Rate Lock Commitments — Mortgage Loans 11 3,788 § 6 38 1,328 § —
Interest Rate Swap Contracts — Commercial Loans 54 345,176 10,932 54 352,184 10,182

Total Derivatives not Designated as Hedging Instruments 65 348,964 $ 10,938 57 $§ 353,512 $ 10,182

Total Derivatives 65 348,964 $ 10,938 57 $ 353,512 $§ 10,182

Fair Values of Derivative Instruments
Liability Derivatives (Included in Other Liabilities)
June 30, 2026 December 31, 2025
Number of Notional Fair Number of Notional Fair

(Dollars in Thousands) Transactions Amount Value Transactions Amount Value
Derivatives Designated as Hedging Instruments
Interest Rate Swaps - Balance Sheet Hedge 5 29,852 § 539 — — $ —

Total Derivatives Designated as Hedging Instruments 5 29,852 §$ 539 — - -
Derivatives not Designated as Hedging Instruments
Forward Sale Contracts — Mortgage Loans 11 3,788 § 6 3 8 1,328 § —
Interest Rate Swap Contracts — Commercial Loans 54 345,176 10,847 54 352,184 10,089

Total Derivatives not Designated as Hedging Instruments 65 348,964 $ 10,853 57 $ 353,512 § 10,089

Total Derivatives 70 378,816 $ 11,392 57 $ 353,512 $ 10,089

The following table indicates the net loss recognized within “other noninterest income or expense” for derivatives not
designated as hedging instruments and the loss recognized within “interest income on taxable loans” for derivatives designated
as hedging instruments in the Consolidated Statements of Income for the periods presented:

Three Months Ended June 30,

Six Months Ended June 30,

(Dollars in Thousands) 2026 2025 2026 2025

Derivatives Designated as Hedging Instruments

Interest Rate Swaps - Balance Sheet Hedge $ — 3 — 3 — 3 (140)
Total Derivative Loss Designated as Hedging Instruments $ — 3 — — (140)

Derivatives not Designated as Hedging Instruments

Interest Rate Lock Commitments — Mortgage Loans $ ©6) $ (@) 6 )]

Forward Sale Contracts — Mortgage Loans 6 7 (6) 1

Interest Rate Swap Contracts — Commercial Loans ®) (52) 8) (96)

Total Derivative Loss not Designated as Hedging Instruments $ @® $ (52) ® (96)
Net Derivative Loss $ @® $ 52) $ @® $ (236)

The Company is permitted to offset derivatives assets and derivative liabilities that are subject to legally enforceable master
netting arrangements with the same counterparty. Accordingly, derivative positions with the same counterparty may be
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presented on a net basis in the Consolidated Balance Sheets when the Company has both a derivative asset and a derivative
liability related to swap transactions with that counterparty.

The following table indicates the gross amounts of derivative assets and derivative liabilities not designated as hedging
instruments, the amounts offset and the carrying values included in the Consolidated Balance Sheets at the dates presented:

Asset Derivatives Liability Derivatives
(Included in Other Assets) (Included in Other Liabilities)

(Dollars in Thousands) June 30, 2026 December 31, 2025 June 30, 2026 December 31, 2025
Derivatives Designated as Hedging Instruments
Gross Amounts Recognized $ — 3 — S 539§ —
Gross Amounts Offset — — — —
Net Amounts Presented in the Consolidated Balance Sheets  § — $ — 539 § —
Derivatives not Designated as Hedging Instruments
Gross Amounts Recognized $ 10,938 $ 10,182 $ 10,853 § 10,089
Gross Amounts Offset — — — —
Net Amounts Presented in the Consolidated Balance Sheets $ 10,938 $ 10,182 § 10,853 §$ 10,089

Net Amount $ 10,938 §$ 10,182 $ 11,392 § 10,089

NOTE 8 - DEPOSITS

The following table presents the composition of deposits at the dates presented:

(Dollars in Thousands) June 30, 2026 December 31, 2025
Noninterest-Bearing Demand $ 655,482 $ 620,473
Interest-Bearing Demand 866,759 808,171
Money Market 510,125 553,964
Savings 318,774 326,182
Certificates of Deposit 1,846,416 1,902,099

Total $ 4,197,556 $ 4,210,889

All deposit accounts are insured by the FDIC up to the maximum amount allowed by law. The Dodd-Frank Act made
permanent the $250,000 limit for federal deposit insurance and the coverage limit applies per depositor, per insured depository
institution for each account ownership. Certificates of deposit that exceed the FDIC Insurance limit of $250,000 at June 30,
2026 and December 31, 2025 were $300.1 million and $310.7 million, respectively.

At June 30, 2026, total brokered deposits (excluding the ICS two-way) were $181.2 million, compared to $191.2 million at
December 31, 2025, which are included within the “certificates of deposit” line item in the Consolidated Balance Sheets.

Certificates of Deposit maturing as of the date presented:

(Dollars in Thousands) June 30, 2026
2027 $ 1,461,236
2028 284,725
2029 56,708
2030 34,543
2031 8,820
Thereafter 384
Total $ 1,846,416

Overdrafts reclassified to loans were $0.3 million at both June 30, 2026 and December 31, 2025.
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NOTE 9 - FEDERAL HOME LOAN BANK BORROWINGS AND FEDERAL FUNDS PURCHASED

Borrowings serve as an additional source of liquidity for the Company. At June 30, 2026, the Company had no outstanding
Federal Home Loan Bank (“FHLB”) borrowings, compared to $178.5 million at December 31, 2025. The $178.5 million
decrease from December 31, 2025, reflects the repayment of borrowings utilizing proceeds from the Loan Sale Transaction.

FHLB borrowings consist of fixed and variable rate advances with contractual maturities and are secured by a blanket lien on
select residential mortgage loans, select multifamily loans, and select commercial real estate loans. At June 30, 2026, the
Company had no variable rate FHLB borrowings compared to 52.0% of total borrowings at December 31, 2025.

The FHLB assesses prepayment fees on fixed rate advances that are repaid prior to maturity. These fees are generally calculated
as the net present value of the difference between current market rates and the contractual fixed rate on the applicable
borrowing. During the six months ended June 30, 2026, FHLB early prepayment credits totaled $0.1 million.

Loans pledged as collateral to the FHLB totaled $1.4 billion at both June 30, 2026 and December 31, 2025. No available-for-
sale securities were pledged as collateral at June 30, 2026 or December 31, 2025.

At June 30, 2026, funding sources accessible to the Company included borrowing availability at the FHLB equal to 30.0% of
total assets, or $1.4 billion, subject to eligible collateral pledged. Based on eligible collateral at June 30, 2026, the Company had
the capacity to borrow an additional $879.5 million from the FHLB, compared to additional borrowing capacity of $609.4
million at December 31, 2025.

During the six months ended June 30, 2026, the Company decreased its $45.0 million secured line of credit with a
correspondent financial institution to $25.0 million, and during the second quarter of 2026, this line of credit was converted to
an unsecured facility. In addition, a $50.0 million unsecured line of credit with an unrelated correspondent financial institution
was fully reinstated. Reflecting the Company’s improved earnings performance and enhanced credit risk profile following the
Loan Sale Transaction during the first quarter of 2026, the Company now maintains unsecured borrowing lines of credit
totaling $105.0 million with four correspondent financial institutions, inclusive of the converted unsecured facility noted
previously. The Company also continues to have access to the institutional CD market. At December 31, 2025, the Company
maintained unsecured borrowing facilities with three correspondent financial institutions totaling $30.0 million, as well as a
fully secured borrowing facility with one correspondent financial institution totaling $45.0 million. No amounts were
outstanding under these facilities as of June 30, 2026 or December 31, 2025.

The following table represents the balance of FHLB borrowings, the weighted average interest rate and the borrowing
availability at the dates presented:

(Dollars in Thousands) June 30, 2026 December 31, 2025
FHLB Borrowings $ — $ 178,500
Weighted Average Interest Rate — % 3.89 %
FHLB Auvailability $ 879,466 $ 609,392

The following table represents the balance of federal funds purchased, the weighted average interest rate and the borrowing
availability at the dates presented:

(Dollars in Thousands) June 30, 2026 December 31, 2025
Federal Funds Purchased $ — $ —
Weighted Average Interest Rate — % — %
Federal Funds Purchased Availability $ 105,000 $ 75,000

NOTE 10 - COMMITMENTS AND CONTINGENCIES

Commitments to extend credit represent agreements to lend to customers that generally have fixed expiration dates or other
termination clauses. At June 30, 2026 and December 31, 2025, commitments to extend credit totaled $645.6 million and $771.7
million, respectively. These commitments primarily consist of lines of credit provided to customers to finance the completion of
construction projects, as well as revolving lines of credit to operating companies to support working capital needs. Construction
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related lines of credit represented $344.1 million, or 53.3%, of total commitments to extend credit at June 30, 2026, compared
to $452.8 million, or 58.7%, at December 31, 2025.

Standby letters of credit are conditional commitments issued by the Company to guarantee the performance of a customer to a
third-party. Those guarantees are primarily issued to support public and private borrowing arrangements. Outstanding standby
letters of credit totaled $15.7 million at June 30, 2026 and $16.5 million at December 31, 2025.

(Dollars in Thousands) June 30, 2026 December 31, 2025
Commitments to Extend Credit $ 645,609 $ 771,677
Standby and Performance Letter of Credit 15,709 16,507

Total $ 661,318 $ 788,184

The Company’s exposure to credit loss for commitments to extend credit and standby letters of credit in the event of
nonperformance by the counterparty is represented by the contractual amounts of these instruments. The Company applies the
same credit policies and underwriting standards to these commitments as it does to on-balance sheet credit exposures. Unless
noted otherwise, commitments that expose the Company to credit risk are supported by collateral or other security.

Life-of-Loss Reserve on Unfunded Loan Commitments

The Company maintains a life-of-loss reserve on unfunded commercial lending commitments and standby letters of credit to
provide for the risk of loss inherent in these arrangements. The reserve is calculated using a methodology similar to that used to
determine the ACL on loans, adjusted to reflect the probability of drawdown on the unfunded commitment. The reserve for
unfunded loan commitments is included on the Consolidated Balance Sheets, with changes recognized through earnings in the
recovery for unfunded loan commitments.

The reserve for unfunded loan commitments fluctuates primarily based on changes in construction related commitments
between reporting periods. Recoveries of $0.6 million and $0.8 million were recorded for the three and six months ended

June 30, 2026, respectively, reflecting decreases of $0.2 million and $0.3 million compared to the same periods in 2025.

The following table presents activity in the life-of-loss reserve for unfunded loan commitments as of and for the dates
presented:

Three Months Ended June 30, Six Months Ended June 30,
(Dollars in Thousands) 2026 2025 2026 2025
Life-of-Loss Reserve on Unfunded Loan Commitments
Balance at beginning of period $ 2,774 $ 3,072 $ 2,992 § 3,186
Recovery for Unfunded Loan Commitments (554) (335) (772) (449)
Balance at end of period $ 2,220 $ 2,737 $ 2,220 $ 2,737
Legal Proceedings

In the normal course of business, the Company is subject to various legal and administrative proceedings and claims. Legal and
administrative proceedings are subject to inherent uncertainties and unfavorable rulings could occur, and the timing and
outcome of any legal or administrative proceeding cannot be predicted with certainty. Other than as set forth below, as of June
30, 2026, the Company is not involved in any material pending legal proceedings other than proceedings occurring in the
ordinary course of business.

The Company and the Bank, along with certain unaffiliated third parties, have been named as defendants in a lawsuit filed on
April 12, 2026, and subsequently amended on April 29, 2026, in the Circuit Court of Greenbrier County, West Virginia by
James C. Justice, II, Cathy L. Justice, James C. Justice, III and various related entities that he and/or they own and control (such
entities, the “Justice Entities” and collectively, the “Plaintiffs”). The allegations contained in the lawsuit relate to a series of
loans, which were later reduced to judgments (such loans subsequently reduced to judgments, the “Judgments”) made by the
Bank to certain Justice Entities that are secured by collateral pledged by certain Justice Entities and are backed by personal
guarantees from James C. Justice, II and Cathy L. Justice and, in certain cases, by personal guarantees from James C. Justice,
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III. The allegations contained in the lawsuit also relate to the Loan Sale Transaction in which the Bank sold its interest in the
Judgments and related collateral to one of the unaffiliated third-party defendants.

In the lawsuit the Plaintiffs allege that the Bank (i) breached an implied covenant of good faith and fair dealing, (ii) tortiously
interfered with Plaintiffs’ business interests, (iii) harmed Plaintiffs through a series of allegedly misleading promises,
representations and/or omissions on which Plaintiffs allegedly relied, (iv) tortiously interfered with the Plaintiffs’ business
interests under agreements between Plaintiffs and the unaffiliated third-party defendants, and (v) together with the unaffiliated
third-party defendants, participated in a scheme to restrain trade and competition in an alleged market in which certain collateral
securing the Judgments operates. With respect to the Bank, the Plaintiffs have requested the court to rescind the Bank’s sale of
the Judgments to the unaffiliated third-party purchaser and seek declaratory relief that the Plaintiffs are entitled to pay-off the
Judgments at no more than the sale price. The Plaintiffs further seek injunctions against the unaffiliated third-party defendants,
direct damages of at least $500 million and additional consequential and punitive damages, and payment of costs, expenses and
attorneys’ fees.

The Company and the Bank deny the allegations contained in the lawsuit and intend to vigorously defend the matter, the
validity of the Bank’s sale of the Judgments to the unaffiliated third-party purchaser and the Bank’s conduct prior to selling the
Judgments. Based on information presently available to the Company and the Bank and based on consultation with legal
counsel, the Company believes that the Company and the Bank have meritorious defenses to all allegations contained in the
lawsuit.

At this early stage of the lawsuit, the Company is not yet able to make a determination as to the likelihood of an unfavorable
outcome in this matter or to estimate the range of any possible loss.

NOTE 11 - TAX EFFECTS ON OTHER COMPREHENSIVE INCOME

The following tables present the change in components of other comprehensive (loss) income for the periods presented, net of
tax effects:

Three Months Ended June 30, 2026 Six Months Ended June 30, 2026
Pre-Tax Tax Net of Tax Pre-Tax Tax Benefit  Net of Tax
(Dollars in Thousands) Amount Expense Amount Amount (Expense) Amount
Net Unrealized Gains (Losses) Arising during the Period $ 188 $ (55) $ 133§ (713) $ 9 $ (614)
Reclassification Adjustment for Losses included in Net Income 12,531 (2,632) 9,899 12,451 (2,615) 9,836
Other Comprehensive Income $ 12,719  §$ (2,687) $ 10,032 $ 11,738 §$ (2,516) $ 9,222
Three Months Ended June 30, 2025 Six Months Ended June 30, 2025
Pre-Tax Tax Net of Tax Pre-Tax Tax Net of Tax
(Dollars in Thousands) Amount Expense Amount Amount Expense Amount
Net Unrealized Gains Arising during the Period $ 5264 § (1,141) $ 4,123 $ 15,647 $ (3,376) $ 12,271
Other Comprehensive Income $ 5,264 $ (1,141) $ 4,123 $ 15,647 $ (3,376) $ 12,271

NOTE 12 - PROVISION FOR INCOME TAXES

The income tax provision differs from the amount computed by applying the statutory federal income tax rate to income before
taxes. The Company ordinarily generates an annual effective tax rate that differs from the statutory rate of 21% due to benefits
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resulting from tax-exempt interest, tax-exempt income from bank-owned life insurance (“BOLI”), and tax benefits resulting
from certain partnership investments.

Three Months Ended June 30, Six Months Ended June 30,
2026 2025 2026 2025
(Dollars in Thousands) Amount  Percent Amount Percent Amount Percent Amount Percent
U. S. Federal Statutory Rate $ 7821 21.0 $§ 2232 21.0 $ 30,927 21.0 $ 4,571 21.0
State and Local Income Taxes, Net of Federal Income
Tax Effect! 2,025 5.4 130 1.2 3,511 24 391 1.8
Tax Credits
Rehabilitation Tax Credits, Net of Basis Reduction 2 — (157) (1.5) 2 — (309) (1.4)
Tax Credit Investment Amortization, Net of Federal
Benefits 23 0.1 128 1.2 68 — 256 1.2
Change in Valuation Allowance (869) (2.3) ®) 0.1) (824) (0.6) 23 0.1
Nontaxable or Nondeductible Items
Tax-Exempt Interest, Net of Disallowance (168) (0.5) (114) (1.1) (271) 0.2) (231) (1.1)
Income From Bank Owned Life Insurance (90) 0.2) (71) (0.7) (175) (0.1) (538) (2.4)
Other Adjustments
Interim Period Effective Rate Adjustment (304) (0.8) 27 (0.3) (558) (0.4) 154 0.7
Other (113) (0.3) 5 0.2 (79) — (16) 0.1)
Income Tax Provision and Effective Income Tax
Rate $ 8327 224 $ 2,118 199 $ 32,601 22.1 $§ 4,301 19.8

IFor the three and six months ended June 30, 2026 and 2025, North Carolina comprised the majority (greater than 50%) of the tax effect in this category.

For the three and six months ended June 30, 2026, the Company recorded income tax provision of $8.3 million and $32.6
million, respectively, reflecting effective tax rates of 22.4% and 22.1%, compared to income tax provisions of $2.1 million and
$4.3 million and effective tax rates of 19.9% and 19.8%, respectively, for the same periods in 2025. The effective tax rates for
the 2026 periods exceeded the federal statutory rate of 21%, primarily due to state income taxes and the expiration of certain tax
credits associated with historic tax credit investments. These items were partially offset by the tax benefits associated with tax-
exempt interest income, BOLI income and rehabilitation tax credits. The lower effective tax rates for the comparable 2025
periods were primarily attributable to the recognition of a $1.9 million tax-free BOLI death benefit, which favorably impacted
the Company’s annual effective tax rate.

The Company elected to adopt the proportional amortization method of accounting for all qualifying equity investments within
the historic tax credit (“HTC”) program. The Company makes equity investments as a limited partner in various partnerships
that sponsor HTC as a strategic tax initiative designed to receive income tax credits and other income tax benefits, such as
deductible flow-through losses. As of June 30, 2026 and December 31, 2025, the Company recognized $0.3 million and
$0.5 million, respectively, in HTC equity investments recorded as a component of other assets on the Consolidated Balance
Sheets.

The Company records income tax credits and other income tax benefits received from its HTC investments as a component of
the income tax provision on the Consolidated Statements of Income and as a component of operating activities on the
Consolidated Statements of Cash Flows.

Investments accounted for using the proportional amortization method are amortized and recorded as a component of the
income tax provision on the Consolidated Statements of Income.

The Company records non-income-tax-related activity and other returns received from its HTC investments as a component of
other noninterest income on the Consolidated Statements of Income and as a component of operating activities on the
Consolidated Statements of Cash Flows. As of June 30, 2026 and June 30, 2025, the Company had not recognized any non-
income-tax-related activity from its HTC investments.

NOTE 13 - STOCK REPURCHASE PLAN

On February 2, 2026, the Company announced that its Board authorized a repurchase program to purchase up to $10.0 million
of the Company’s common stock in the aggregate over a period of twelve months beginning February 11, 2026, the date of
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receipt of non-objection from the Federal Reserve Bank of Richmond. The program authorizes the purchase of the Company’s
common stock in open market transactions or privately negotiated transactions, including pursuant to a trading plan in
accordance with Rule 10b5-1 and/or Rule 10b-18 promulgated under the Securities Exchange Act of 1934, as amended. The
authorization permits management to repurchase shares of the Company’s common stock from time to time at management’s
discretion. The actual means and timing of any shares purchased under the program, and the number of shares actually
purchased under the program, will depend on a variety of factors, including the market price of the Company’s common stock,
general market and economic conditions, management’s evaluation of the Company’s financial condition and liquidity position
and applicable legal and regulatory requirements. The repurchase program may be modified or terminated by the Board at any
time. The repurchase program does not obligate the Company to purchase any particular number of shares.

During both the three and six months ended June 30, 2026, the Company repurchased 108,601 shares of its common stock at a
total cost of $2.9 million and a weighted average cost per share of $26.50.

NOTE 14 - SEGMENT REPORTING

The Company is a financial holding company and the parent company to the Bank and conducts its business solely through the
Bank. As a state-chartered commercial bank, and state member of the FRB, the Bank earns revenue primarily from interest on
loans and securities and fees charged for financial services provided to customers. The Company operates through a single
operating and reporting segment, Community Banking, that offers services which include accepting a full range of deposit
products and originating commercial and consumer loans. All financial information is reported on a consolidated basis and is
evaluated regularly by the Chief Executive Officer, the Company’s Chief Operating Decision Maker (“CODM?”) in allocating
resources and assessing performance. The CODM uses the consolidated net income to benchmark the Company against its
competitors. The benchmarking analysis in conjunction with monitoring of actual to budget results are used in assessment of
performance and in establishing compensation. Loans, investments and deposits provide the revenues, net in the community
bank’s operation. Interest expense, recovery for credit losses and salaries and employee benefits provide the significant
expenses in the community bank’s operation. The results of operations for the Company’s single reporting segment are shown
within the Consolidated Statements of Income and Consolidated Balance Sheets.
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The following Management’s Discussion and Analysis of Financial Condition and Results of Operations (“MD&A”) is
intended to assist readers in understanding Carter Bankshares, Inc.’s operations, financial condition, and current business
environment. The MD&A is provided as a supplement to, and should be read in conjunction with, The Company’s
Consolidated Financial Statements and the accompanying notes thereto contained in Item 1 of this Quarterly Report on Form
10-Q. The results of operations reported in the accompanying Consolidated Financial Statements are not necessarily indicative
of results to be expected in future periods. The MD&A includes the following sections:

*  Important Note Regarding Forward-Looking Statements
*  Explanation of Use of Non-GAAP Financial Measures
e Critical Accounting Estimates
*  Overview and Strategy
*  Results of Operations and Financial Condition
o Earnings Summary
o Financial Condition
o Liquidity and Capital Resources
o Contractual Obligations

e Off-Balance Sheet Arrangements

This section reviews the Company’s financial condition and results of operations and highlights material changes in its financial
condition and results of operations as of and for the three and six month periods ended June 30, 2026 and June 30, 2025.
Certain prior period amounts have been reclassified to conform to the current period presentation. In addition, certain tables
may include additional periods to illustrate trends within the Company’s consolidated financial statements and related
disclosures.

The results of operations presented in the consolidated financial statements are not necessarily indicative of future results.
Important Note Regarding Forward-Looking Statements

This Quarterly Report on Form 10-Q contains or incorporates certain forward-looking statements within the meaning of the
Private Securities Litigation Reform Act of 1995. Forward-looking statements may include statements relating to the financial
consequences of the Loan Sale Transaction, Insurance Transaction and Portfolio Repositioning, including the expected
enhancement of future earnings, asset yields, and net interest income from the Portfolio Repositioning, our expansion in the
Carolinas and the anticipated results of such expansion, our financial condition, market conditions, results of operations, plans,
including our strategic plan, brand strategy, and guiding principles and the anticipated results of the foregoing, objectives,
outlook for earnings, revenues, expenses, capital and liquidity levels and ratios, asset levels, asset quality, loan pipeline and
nonaccrual and nonperforming loans (“NPL”). Forward looking statements are typically identified by words or phrases such as
“will likely result,” “expect,” “anticipate,” “estimate,” “forecast,” “project,” “intend,” “believe,” “assume,” “strategy,” “trend,”
“plan,” “outlook,” “outcome,” “continue,” “remain,” “potential,” “opportunity,” “comfortable,” “current,” “position,”
“maintain,” “sustain,” “seek,” “achieve” and variations of such words and similar expressions, or future or conditional verbs

such as will, would, should, could or may.

2 ¢ 2 ¢ 2 ¢ EEINT3 2
EERNT3

EEINT3

These statements are not guarantees of future results or performance and involve certain risks, uncertainties and assumptions
that are difficult to predict and often are beyond the Company’s control. Although the Company believes the assumptions upon
which these forward-looking statements are based are reasonable, any of these assumptions could prove to be inaccurate and the
forward-looking statements based on these assumptions could be incorrect. Actual results may differ significantly from those
expressed in or implied by these forward-looking statements. The matters discussed in these forward-looking statements are
subject to various risks, uncertainties and other factors that could cause actual results and trends to differ materially from those
made, projected, or implied in or by the forward-looking statements including, but not limited to the effects of:
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market interest rates and the impacts of market interest rates on economic conditions, customer behavior, and the
Company’s net interest margin, net interest income, funding costs and its deposit, loan and securities portfolios;

inflation, market and monetary fluctuations;

changes in trade policies, tariffs, monetary and fiscal policies and laws of the U.S. government and the related impacts
on economic conditions and financial markets, and changes in policies of the Federal Reserve, FDIC and U.S.
Department of the Treasury;

changes in accounting policies, practices, or guidance, for example, our adoption of Current Expected Credit Losses
(“CECL”) methodology, including potential volatility in the Company’s operating results due to application of the
CECL methodology;

cyber-security threats, attacks or events;

rapid technological developments and changes, including emerging issues related to the development and use of
artificial intelligence that could give rise to legal or regulatory action or increase cybersecurity threats;

our ability to resolve our nonperforming assets and our ability to secure collateral on loans that have entered
nonaccrual status due to loan maturities and failure to pay in full;

changes in the Company’s liquidity and capital positions;

concentrations of loans secured by real estate, particularly commercial real estate loans, and the potential impacts of
changes in market conditions on the value of real estate collateral;

increased delinquency and foreclosure rates on commercial real estate loans;

an insufficient allowance for credit losses;

the potential adverse effects of unusual and infrequently occurring events, such as weather-related disasters, terrorist
acts, war and other geopolitical conflicts or public health events (such as pandemics), and of any governmental and
societal responses thereto; these potential adverse effects may include, without limitation, adverse effects on
macroeconomic conditions; the ability of the Company's borrowers to satisfy their obligations to the Company, on the
value of collateral securing loans, on the demand for the Company's loans or its other products and services, on
incidents of cyberattack and fraud, on the Company’s liquidity or capital positions, on risks posed by reliance on third-
party service providers, on other aspects of the Company's business operations and on financial markets and economic
growth;

a change in spreads on interest-earning assets and interest-bearing liabilities;

regulatory supervision and oversight, including our relationship with regulators and any actions that may be initiated
by our regulators;

legislation affecting the financial services industry as a whole, and the Company and the Bank, in particular and
changes impacting the rulemaking, supervision, examination and enforcement priorities of the federal banking
agencies;

the outcome of pending and future litigation and/or governmental proceedings;

increasing price and product/service competition;

the ability to continue to introduce competitive new products and services on a timely, cost-effective basis;

managing our internal growth and acquisitions;
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» the possibility that the anticipated benefits from acquisitions cannot be fully realized in a timely manner or at all, or
that integrating acquired operations will be more difficult, disruptive or more costly than anticipated,;

» the soundness of other financial institutions and any indirect exposure related to large bank failures and their impact on
the broader market through other customers, suppliers and partners or that the conditions which resulted in the
liquidity concerns with those failed banks may also adversely impact, directly or indirectly, other financial institutions
and market participants with which the Company has commercial or deposit relationships with;

»  material increases in costs and expenses;
» reliance on significant customer relationships;

» general economic or business conditions, including unemployment levels, supply chain disruptions, slowdowns in
economic growth, government shutdowns and geopolitical instability and tensions;

» significant weakening of the local economies in which the Company operates;

» changes in customer behaviors, including consumer spending, borrowing and saving habits;
» changes in deposit flows and loan demand;

»  our failure to attract or retain key associates;

* expansions or consolidations in the Company’s branch network, including that the anticipated benefits of the
Company’s branch acquisitions or the Company’s branch network optimization project are not fully realized in a
timely manner or at all;

» deterioration of the housing market and reduced demand for mortgages; and

» turbulence in significant portions of the global financial and real estate markets that could impact our performance,
both directly, by affecting our revenues and the value of our assets and liabilities, and indirectly, by affecting the
economy generally and access to capital in the amounts, at the times and on the terms required to support our future
businesses.

Please also refer to such other factors as discussed throughout Part I, Item 1A, “Risk Factors” in the Company’s Annual Report
on Form 10-K for the year ended December 31, 2025, and any of the Company’s subsequent filings with the Securities and
Exchange Commission (“SEC”). Forward-looking statements are based on beliefs and assumptions using information available
at the time the statements are made. The Company cautions you not to unduly rely on forward-looking statements because the
assumptions, beliefs, expectations and projections about future events are expressed in or implied by a forward-looking
statement may, and often do, differ materially from actual results. Any forward-looking statement speaks only as to the date on
which it is made, and the Company undertakes no obligation to update, revise or clarify any forward-looking statement to
reflect developments occurring after the statement is made, except as required by law.

Explanation of Use of Non-GAAP Financial Measures

In addition to results presented in accordance with U.S. Generally Accepted Accounting Principles (“GAAP”), management
uses, and this quarterly report contains or references, certain non-GAAP financial measures, including interest and dividend
income, yield on interest earning assets, net interest income, and net interest margin on a fully taxable equivalent (“FTE”) basis.
These non-GAAP measures should be read along with the accompanying tables that provide reconciliations of GAAP to non-
GAAP financial measures.

Management believes these non-GAAP measures are useful because they enhance the ability of investors and management to
evaluate and compare the Company’s operating results across periods in a meaningful manner. These measures also assist in
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assessing the Company’s underlying operating performance and performance trends and facilitate comparisons with other
financial services companies.

The Company believes that presenting interest and dividend income, yield on interest earning assets, net interest income, and
net interest margin on an FTE basis improves comparability between income derived from taxable and tax-exempt sources and
is consistent with industry practice. Accordingly, GAAP measures presented in the Consolidated Statements of Income are
reconciled to their corresponding FTE amounts, including:

* interest and dividend income,
» yield on interest earning assets,
* net interest income, and

* net interest margin.

These reconciliations are provided in the "Results of Operations and Financial Condition - Net Interest Income" section of this
MD&A.

While management believes these non-GAAP measures provide meaningful supplemental information, they should not be
considered as an alternative to GAAP results, as more relevant than financial results prepared in accordance with GAAP, or as
necessarily comparable to similarly titled measures used by other companies. Non-GAAP financial measures have limitations
as analytical tools and should not be considered in isolation or as a substitute for an analysis of the Company’s financial
condition or results of operations as reported under GAAP. Investors are encouraged to review the Company’s GAAP financial
results and all other relevant information when evaluating its performance and financial condition.

Critical Accounting Estimates

The Company’s critical accounting estimates involving significant judgments and assumptions used in the preparation of the
Consolidated Financial Statements as of June 30, 2026 have remained unchanged from the disclosures presented under the
heading “Critical Accounting Estimates™ in its Annual Report on Form 10-K for the year ended December 31, 2025 under the
section “Management’s Discussion and Analysis of Financial Condition and Results of Operations,” and are incorporated
herein by reference.

Overview and Strategy

Carter Bankshares, Inc. (the “Company”) is a financial holding company, as of October 27, 2025, headquartered in
Martinsville, Virginia with assets of $4.8 billion at June 30, 2026. The Company is the parent company of its wholly owned
subsidiary, Carter Bank & Trust (the “Bank™). The Bank is a Federal Deposit Insurance Corporation (“FDIC”) insured, Virginia
state-chartered bank, which operates 63 branches in Virginia and North Carolina. The Bank became a member of the Federal
Reserve System on November 13, 2025. The Company provides a full range of commercial banking, consumer banking,
mortgage and other services through the Bank. The Company’s common stock trades on the Nasdaq Global Select Market
under the ticker symbol “CARE”.

During 2025, the Company acquired two leased branch facilities, along with the associated deposits, located in Mooresville,
North Carolina and Winston Salem, North Carolina (the “Branch Purchase”). In connection with the Branch Purchase, the Bank
acquired $55.9 million in deposits, along with cash and premises and equipment associated with the branch locations, and
welcomed ten associates to its team. No loans were acquired as part of the Branch Purchase. The Branch Purchase closed
during the second quarter of 2025.

The Company earns revenue primarily from interest on loans and investment securities and from fees charged for financial
services provided to customers. Expenses consist principally of funding costs, the provision or recovery for credit losses,
compensation and benefits, occupancy and equipment, technology and data processing, regulatory assessments, and other
operating expenses.

As part of its three-year strategic plan, the Company is working to elevate brand awareness by leveraging its core strengths:
exceptional service and lasting customer relationships. We believe these core strengths set the Company apart in a competitive
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landscape. The multi-year initiative aims for sustainable growth through innovation, operational excellence, and a continual
focus on customer experience. A key strategy is expanding consumer and business banking to meet customers’ evolving needs.
Recent milestones include comprehensive rebranding, new product and service launches, modernization of locations, and
upgrades to digital platforms, which we believe have led to deeper customer engagement and increased community impact. The
Company’s brand identity remains rooted in customers, associates, and communities, reflecting the Company’s dedication to
delivering superior value and lasting success.

The Company’s goal is to shift from balance-sheet restructuring to a prudent growth strategy when appropriate. We anticipate
this strategy will primarily focus on organic growth, but the Company will also consider opportunistic acquisitions that align
with this strategy. We believe the Bank’s strong capital and liquidity positions support this approach. The Company will seek to
grow loans and deposits and increase fee income. At the same time, it will closely monitor operating expenses.

The Company is executing this strategy to support its brand and grow its business in its current markets. It will also apply this
approach when entering new markets.

Following the successful Loan Sale Transaction during the first quarter of 2026, the Company entered the second quarter with
enhanced liquidity and a substantially improved risk profile. During the second quarter of 2026, the Company completed the
sale of its membership interest in Bearing Insurance Group, LLC (the “Insurance Transaction™) to an unaffiliated third party and
used a portion of the proceeds from the Insurance Transaction to execute a strategic repositioning of a portion of its available-
for-sale investment securities portfolio (the “Portfolio Repositioning™).

During the second quarter of 2026, the Company expanded its presence in the Carolinas by opening a loan production office in
Greenville, South Carolina, its first physical location in the state. The office supports the Company’s strategic growth initiative
by providing commercial banking services to businesses throughout the Upstate South Carolina region and reflects
managements’ continued focus on expanding its commercial banking franchise in attractive growth markets.

Three strategic milestones during the first half of 2026:
Credit Risk Transformation

On March 26, 2026, the Bank completed the Loan Sale Transaction of all loans subsequently reduced to judgments related to
various entities in which James C. Justice, II has an interest (such loans, subsequently reduced to judgments, the “Judgments”).
The Loan Sale Transaction was completed as an absolute, “as-is, where-is” sale to an unaffiliated third party.

The Company received consideration of $289.5 million in cash in the Loan Sale Transaction. Immediately prior to the Loan
Sale Transaction, the Judgments had an outstanding aggregate principal amount of $209.5 million, all of the Judgments were
nonperforming and on nonaccrual status, and the Company had recorded a specific reserve with respect to the Judgments of
$18.0 million as of December 31, 2025. Management’s continued focus on the resolution of this relationship has improved
overall asset quality, reduced credit concentration risk and helped to optimize capital and liquidity.

Loan Sale Transaction Summary

*  Received consideration of $289.5 million in cash in the Loan Sale Transaction, during the first quarter of
2026;

*  Recognized a net gain on the Loan Sale Transaction of $80.0 million, comprised of:
o $65.0 million gain on the Loan Sale Transaction; and
o $15.0 million net recovery;

* Released $18.0 million of specific reserves related to the Judgments;

*  The Loan Sale Transaction was accretive to diluted earnings per share by $3.50 for the first quarter of 2026;
and

*  The Loan Sale Transaction increased book value per share by $3.49 for the first quarter of 2026.
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Balance Sheet Optimization
On May 1, 2026, the Company announced that it had completed the Insurance Transaction to an unaffiliated third party,
effective May 1, 2026. The Company recognized a pre-tax gain of $35.9 million on the Insurance Transaction, which was
recognized by the Company in its financial results for the second quarter of 2026.
Insurance Transaction Summary

*  Recognized a net gain (pre-tax) from the Insurance Transaction of $35.9 million;

»  The Insurance Transaction was accretive to diluted earnings per share by $1.30 for the quarter; and

»  The Insurance Transaction increased tangible book value per share by $1.28.
As a result of the successful completion of the Insurance Transaction and the Loan Sale Transaction during the second and first
quarters of 2026, respectively, the Company generated approximately $100.9 million of aggregate nonrecurring gains during
the first six months of 2026. These gains afforded an opportunity to optimize the Company’s balance sheet, improve future
earnings potential and enhance interest rate risk positioning. As part of this process, the Company completed a strategic
Portfolio Repositioning, which is discussed below, during the second quarter of 2026, resulting in a pre-tax loss of $12.5

million. The Portfolio Repositioning is expected to enhance future earnings performance through improved asset yields and
balance sheet positioning.

Positioning for Future Earnings Growth

In the Portfolio Repositioning, the Company sold $139.4 million in book value of securities available-for-sale with a weighted
average yield of 2.28% and representing approximately 18.7% of the Company’s securities portfolio, and purchased
approximately $88.5 million of securities available-for-sale with a weighted average yield of approximately 5.27%. All of the
securities purchased were rated AAA or AA by a recognized credit rating agency. The Company expects to use the remaining
proceeds from the Portfolio Repositioning to fund organic loan growth during the remainder of 2026.

Results of Operations and Financial Condition
Earnings Summary
Highlights for the Three Months Ended June 30, 2026

*  Net interest income totaled $40.0 million, an increase of $7.6 million, or 23.5% compared to the same period in 2025,
despite approximately $132.6 million in commercial real estate loan payoffs during the second quarter of 2026;

*  Net interest margin, increased 58 basis points to 3.38%, compared to 2.80% for the same period in 2025;

»  The provision for credit losses was $2.0 million, compared to a recovery for credit losses of $2.3 million for the same
period in 2025;

*  Total noninterest income increased $23.8 million to $28.7 million compared to the same period in 2025 primarily due
to the net gain recognized from the Insurance Transaction, during the second quarter of 2026, partially offset by the
$12.5 million of losses on sales of securities recognized in connection with the Portfolio Repositioning during the
second quarter of 2026;

»  Total noninterest expense increased $0.7 million to $30.0 million compared to the same period in 2025; and

* Income tax provision increased $6.2 million to $8.3 million compared to $2.1 million for the same period in 2025.

Highlights for the Six Months Ended June 30, 2026
o Net interest income totaled $75.9 million, an increase of $13.4 million, or 21.4% compared to the same period in 2025;

o Net interest margin, increased 49 basis points to 3.23%, compared to 2.74% for the same period in 2025;
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o The recovery for credit losses was $31.9 million, compared to a recovery for credit losses of $4.4 million for the same
period in 2025;

o Total noninterest income increased $87.9 million to $99.7 million compared to the same period in 2025 primarily
attributable to the $65.0 million gain from the Loan Sale Transaction during the first quarter of 2026 and the $35.9
million net gain recognized from the Insurance Transaction during the second quarter of 2026, partially offset by the
$12.5 million of losses on sales of securities recognized in connection with the Portfolio Repositioning during the
second quarter of 2026;

> Total noninterest expense increased $3.7 million to $61.0 million compared to the same period in 2025; and

o Income tax provision increased $28.3 million to $32.6 million compared to $4.3 million for the same period in 2025.

Balance Sheet Highlights (period-end balances, June 30, 2026 compared to December 31, 2025)

*  The available-for-sale securities portfolio decreased $51.3 million and is currently 13.3% of total assets compared to
14.3% of total assets;

»  Total portfolio loans decreased $145.0 million primarily due to the Loan Sale Transaction in the first quarter of 2026,
partially offset by net loan growth during the first half of the year;

»  The portfolio loans to deposit ratio was 89.0%, compared to 92.1%;

»  Nonperforming loans (“NPLs”) decreased by $206.4 million to $37.6 million compared to $244.0 million due to the
Loan Sale Transaction and NPLs to total portfolio loans were 1.01% compared to 6.29%;

»  The allowance for credit losses to total portfolio loans was 1.48%, compared to 1.84%, primarily reflecting the reversal
of specific reserves of $18.0 million related to the Judgments;

e Total deposits decreased $13.3 million, or 0.64%, on an annualized basis, to $4.2 billion, compared to December 31,
2025; and

FHLB borrowings decreased $178.5 million, reflecting the repayment of borrowings utilizing proceeds from the Loan
Sale Transaction.

The Company reported net income of $28.9 million, or $1.31 diluted earnings per share, and $114.7 million, or $5.18 diluted
earnings per share for the three and six months ended June 30, 2026, respectively, compared to net income of $8.5 million, or
$0.37 diluted earnings per share, and $17.5 million, or $0.76 diluted earnings per share, for the three and six months ended
June 30, 2025, respectively.

Three Months Ended June 30, Six Months Ended June 30,
PERFORMANCE RATIOS 2026 2025 2026 2025
Return on Average Assets 2.39 % 0.72 % 4.75 % 0.75 %
Return on Average Shareholders' Equity 22.01 % 8.45 % 48.08 % 8.85 %
Portfolio Loans to Deposit Ratio 88.97 % 88.75 % 88.97 % 88.75 %
Allowance for Credit Losses to Total Portfolio Loans 1.48 % 1.90 % 1.48 % 1.90 %
Nonperforming Loans to Total Portfolio Loans 1.01 % 6.69 % 1.01 % 6.69 %

Net Interest Income

Net interest income is the Company’s primary source of revenue and represents the difference between interest and fee income
earned on interest-earning assets and interest expense incurred on interest-bearing liabilities. Net interest income is influenced
by changes in the average balances of interest-earning assets and interest-bearing liabilities, as well as changes in interest rates,
asset yields, funding costs, and interest rate spreads.
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The composition and mix of interest-earning assets and interest-bearing liabilities are actively managed by the Company’s
Asset and Liability Committee (“ALCO”) to mitigate interest rate risk and liquidity risk within the balance sheet. ALCO
utilizes a variety of strategies within established risk parameters to manage exposure to changing interest rate environments and
to achieve what management believes to be an appropriate and sustainable level of net interest income.

Interest and dividend income, yield on interest-earning assets, net interest income and net interest margin are presented on an
FTE basis, which are non-GAAP financial measures. The FTE presentation adjusts net interest income and net interest margin
to reflect the tax-equivalent impact of income earned on certain tax-exempt loans and securities, using the applicable federal
statutory income tax rate for each period presented, which was 21%, as well as the impact of the dividends-received deduction
on equity securities. Management believes that the FTE basis presentation provides a more meaningful comparison between
taxable and tax-exempt sources of interest income and is consistent with industry practice.

Additional discussion regarding the Company’s uses of non-GAAP financial measures is included in the “Explanation of Use of
Non-GAAP Financial Measures” section above.

The following table reconciles interest and dividend income, yield on interest-earning assets, net interest income, and net
interest margin as reported under GAAP to the corresponding amounts presented on an FTE basis for the periods presented:

Three Months Ended June 30, Six Months Ended June 30,
(Dollars in Thousands) 2026 2025 2026 2025
Interest and Dividend Income (GAAP) $ 61,491 $ 57,747 $ 120,676 $ 113,754
Tax Equivalent Adjustment 237 171 391 349
Interest and Dividend Income (FTE) (Non-GAAP) $ 61,728 $ 57,918 $ 121,067 $ 114,103
Average Earning Assets 4,736,054 4,634,635 $ 4,742,159 $ 4,594,591
Yield on Interest-earning Assets (GAAP) 5.21 % 5.00 % 5.13 % 4.99 %
Yield on Interest-earning Assets (FTE) (Non-GAAP) 523 % 5.01 % 5.15 % 5.01 %
Net Interest Income (GAAP) $ 39,950 $ 32,359 $ 75,884 $ 62,497
Tax Equivalent Adjustment 237 171 391 349
Net Interest Income (FTE) (Non-GAAP) $ 40,187 $ 32,530 $ 76,275 $ 62,846
Average Earning Assets 4,736,054 4,634,635 $ 4,742,159 $ 4,594,591
Net Interest Margin (GAAP) 3.38 % 2.80 % 323 % 2.74 %
Net Interest Margin (FTE) (Non-GAAP) 3.40 % 2.82 % 324 % 2.76 %
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Average Balance Sheet and Net Interest Income Analysis (FTE)

The following table presents average balances, interest income and expense, and average yields and rates on interest-earning
assets and interest-bearing liabilities for the periods presented:

Three Months Ended June 30, 2026 Three Months Ended June 30, 2025
Average Income/ Average Income/
(Dollars in Thousands) Balance Expense Yield/Rate Balance Expense Yield/Rate
ASSETS
Interest-Bearing Deposits with Banks $ 291,575  $ 2,712 373 % $ 58,006 $ 643 445 %
Tax-Free Investment Securities? 37,890 488 517 % 11,622 85 293 %
Taxable Investment Securities 671,139 5,323 3.18 % 818,588 6,796 333 %
Total Securities 709,029 5,811 3.29 % 830,210 6,881 3.32 %
Commercial Real Estate 2,155,650 31,936 594 % 1,986,702 30,522 6.16 %
Commercial & Industrial? 251,682 3,769 6.01 % 204,287 3,404 6.68 %
Residential Mortgage 820,831 8,739 427 % 811,414 8,581 424 %
Other Consumer 25,246 285 4.53 % 27,883 389 5.60 %
Construction 473,565 8,348 7.07 % 429,511 7,358 6.87 %
Other — — — % 278,194 — — %
Total Loans! 3,726,974 53,077 571 % 3,737,991 50,254 5.39 %
Other Restricted Stock, at Cost 8,476 128 6.06 % 8,428 140 6.66 %
Total Interest-Earning Assets 4,736,054 $ 61,728 523 % 4,634,635 $ 57,918 5.01 %
Noninterest Earning Assets 120,968 126,303
Total Assets $ 4,857,022 $ 4,760,938
LIABILITIES AND SHAREHOLDERS' EQUITY
Interest-Bearing Demand $ 900,160 $ 3,400 151 % $ 805,749 $ 3,661 1.82 %
Money Market 511,221 2,522 1.98 % 536,366 3,510 2.62 %
Savings 325,283 130 0.16 % 347,863 129 0.15 %
Certificates of Deposit 1,872,499 15,350 329 % 1,885,486 16,759 357 %
Total Interest-Bearing Deposits 3,609,163 21,402 2.38 % 3,575,464 24,059 2.70 %
FHLB Borrowings — — — % 108,753 1,186 437 %
Other Borrowings 10,775 139 517 % 10,713 143 535 %
Total Borrowings 10,775 139 517 % 119,466 1,329 4.46 %
Total Interest-Bearing Liabilities 3,619,938 21,541 2.39 % 3,694,930 25,388 2.76 %
Noninterest-Bearing Liabilities 710,174 662,168
Shareholders' Equity 526,910 403,840
Total Liabilities and Shareholders' Equity $ 4,857,022 $ 4,760,938
Net Interest Income? $ 40,187 $ 32,530
Net Interest Margin® 3.40 % 2.82 %
Net Interest Spread 2.84 % 2.25 %

!'Nonaccruing loans are included in the daily average loan amounts outstanding.
2 Tax-exempt income is on an FTE basis using the statutory federal corporate income tax rate of 21%.

Net interest income for the three months ended June 30, 2026 increased $7.6 million, or 23.5%, to $40.0 million, compared to
$32.4 million for the same period in 2025. On a fully taxable equivalent (“FTE”) basis (non-GAAP), net interest income
increased $7.7 million, or 23.5%, to $40.2 million, compared to $32.5 million for the second quarter of 2025.

The increase was primarily attributable to higher average interest-earning assets, led by growth in the commercial real estate,
commercial and industrial, construction, and residential mortgage loan portfolios, as well as a reduction in the average costs of
interest-bearing liabilities. The average yield on total interest-earning assets increased 22 basis points to 5.23% from 5.01%
primarily as a result of the redeployment of funds from the Loan Sale Transaction, while the average cost of total interest-
bearing liabilities declined 37 basis points to 2.39% from 2.76%, primarily due to continued reductions in funding costs, as well
as stabilization in deposit pricing, partially reflecting the broader interest rate environment, resulting in expansion of the net
interest margin to 3.40%, compared to 2.82% for the second quarter of 2025.
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Average loan balances decreased compared to the prior-year quarter, as a result of the Loan Sale Transaction, and the average
yield on total loans improved to 5.71% from 5.39%, reflecting higher market interest rates on new originations and portfolio
mix. While average security balances declined from the prior-year period, the Company’s strategic balance sheet initiatives,
including the second quarter Portfolio Repositioning of a portion of the available-for-sale securities portfolio into higher-
yielding investments, are expected to enhance future interest income. In addition, interest-bearing deposits with banks increased
from the prior-year period due to elevated liquidity following the Company’s strategic transactions completed during the first
half of 2026.

Funding costs continued to improve during the quarter as the average costs of interest-bearing liabilities declined to 2.39% from
2.76%, and the Company eliminated FHLB borrowings outstanding compared to the prior-year quarter, further reducing interest
expense.

Six Months Ended June 30, 2026 Six Months Ended June 30, 2025
Average Income/ Average Income/
(Dollars in Thousands) Balance Expense Rate Balance Expense Rate
ASSETS
Interest-Bearing Deposits with Banks $ 184,375 $ 3,405 372 % $ 62,670 $ 1,391 448 %
Tax-Free Investment Securities? 24,769 571 4.65 % 11,642 169 293 %
Taxable Investment Securities 702,290 10,905 313 % 813,269 13,451 334 %
Total Securities 727,059 11,476 3.18 % 824,911 13,620 333 %
Commercial Real Estate 2,148,588 63,623 597 % 1,941,884 59,702 6.20 %
Commercial & Industrial? 245,345 7,715 6.34 % 205,771 6,624 6.49 %
Residential Mortgage 825,567 17,467 427 % 811,584 17,080 424 %
Other Consumer 25,882 564 439 % 28,104 808 5.80 %
Construction 470,567 16,444 7.05 % 434919 14,626 6.78 %
Other 102,574 — — % 277,279 — — %
Total Loans' 3,818,523 105,813 5.59 % 3,699,541 98,840 5.39 %
Other Restricted Stock, at Cost 12,202 373 6.16 % 7,469 252 6.80 %
Total Interest-Earning Assets 4,742,159 $ 121,067 5.15 % 4,594,591 $ 114,103 5.01 %
Noninterest Earning Assets 125,430 124,048
Total Assets $ 4,867,589 $ 4,718,639
LIABILITIES AND SHAREHOLDERS' EQUITY
Interest-Bearing Demand $ 859,541 § 6,109 143 % $ 775,490 $ 7,047 1.83 %
Money Market 539,003 5,497 2.06 % 530,944 6,829 2.59 %
Savings 326,206 241 0.15 % 351,473 242 0.14 %
Certificates of Deposit 1,884,958 31,110 333 % 1,901,751 34,964 371 %
Total Interest-Bearing Deposits 3,609,708 42,957 2.40 % 3,559,658 49,082 2.78 %
FHLB Borrowings 79,575 1,556 394 % 89,400 1,888 426 %
Other Borrowings 10,822 279 520 % 10,566 287 548 %
Total Borrowings 90,397 1,835 4.09 % 99,966 2,175 4.39 %
Total Interest-Bearing Liabilities 3,700,105 44,792 2.44 % 3,659,624 51,257 2.82 %
Noninterest-Bearing Liabilities 686,538 661,308
Shareholders' Equity 480,946 397,707
Total Liabilities and Shareholders' Equity $ 4,867,589 $ 4,718,639
Net Interest Income? $ 76,275 $ 62,846
Net Interest Margin? 3.24 % 2.76 %
Net Interest Spread 2.71 % 2.19 %

"Nonaccruing loans are included in the daily average loan amounts outstanding.
2 Tax-exempt income is on an FTE basis using the statutory federal corporate income tax rate of 21%.

Net interest income for the six months ended June 30, 2026 increased $13.4 million, or 21.4% to $75.9 million, compared to
$62.5 million for the same period in 2025. On an FTE basis (non-GAAP), net interest income increased $13.4 million, or
21.4%, to $76.3 million, compared to $62.8 million for the same period in 2025.
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The increase was primarily driven by growth in average interest-earning assets and lower funding costs. Average interest-
earning assets increased to $4.7 billion from $4.6 billion, while the average yield on interest-earning assets increased 14 basis
points to 5.15% from 5.01%. At the same time, the average cost of total interest-bearing liabilities declined 38 basis points to
2.44% from 2.82%, contributing to an increase in the net interest margin to 3.24%, compared to 2.76% for the same period in
2025.

Average loan balances increased across the commercial real estate, commercial and industrial, construction and residential
mortgage portfolios, with the average yield on total loans improving to 5.59% from 5.39%. While average securities balances
declined from the prior-year period, the Company’s strategic balance sheet initiatives, including the second quarter Portfolio
Repositioning into higher-yielding investments, are expected to enhance future interest income. Average interest-bearing
deposits with banks also increased as excess liquidity generated from the Company’s strategic transactions was deployed into
higher-yielding interest-bearing accounts.

Interest expense declined as deposit pricing improved and average FHLB borrowings were lower than the prior-year period,
reflecting the Company’s continued emphasis on optimizing its funding mix and reducing overall funding costs.

The following table sets forth for the periods presented a summary of the changes in interest earned and interest paid resulting
from changes in volume and changes in rates:

Three Months Ended June 30, 2026 Compared to  Six Months Ended June 30, 2026 Compared to Six

Three Months Ended June 30, 2025 Months Ended June 30, 2025
Increase/ Increase/

(Dollars in Thousands) Volume? Rate? (Decrease) Volume? Rate? (Decrease)
Interest Earned on:
Interest-Bearing Deposits with Banks $ 2,188 $ (119) $ 2,069 $ 2,283 $ 269) $ 2,014
Tax-free Investment Securities? 301 102 403 265 137 402
Taxable Investment Securities (1,180) (293) (1,473) (1,758) (788) (2,546)

Total Securities (879) (191) (1,070) (1,493) (651) (2,144)
Commercial Real Estate 2,531 (1,117) 1,414 6,181 (2,260) 3,921
Commercial & Industrial? 734 (369) 365 1,248 (157) 1,091
Residential Mortgages 100 58 158 295 92 387
Other Consumer (35) (69) (104) (60) (184) (244)
Construction 772 218 990 1,231 587 1,818
Other — — — — — —
Total Loans' 4,102 (1,279) 2,823 8,895 (1,922) 6,973
Other Restricted Stock, at Cost 1 (13) (12) 147 (26) 121

Total Interest-Earning Assets $ 5412 $ (1,602) $ 3,810 $ 9,832 $ (2,868) $ 6,964

Interest Paid on:
Interest-Bearing Demand $ 399§ (660) $ (261) $ 709 $ (1,647) $ (938)
Money Market (159) (829) (988) 103 (1,435) (1,332)
Savings ®) 9 1 (18) 17 (1)
Certificates of Deposit (114) (1,295) (1,409) (306) (3,548) (3,854)

Total Interest-Bearing Deposits 118 (2,775) (2,657) 488 (6,613) (6,125)
Federal Home Loan Bank Borrowings (593) (593) (1,186) (198) (134) (332)
Federal Funds Purchased — — — — — —
Other Borrowings 1 5) 4) 7 (15) (8)

Total Borrowings (592) (598) (1,190) (191) (149) (340)

Total Interest-Bearing Liabilities $ 474) $ (3,373) $ (3,847) $ 297 8§ 6,762) $ (6,465)

Change in Net Interest Margin (FTE)? $ 5886 $ 1,771 $ 7,657 $ 9,535 $ 3,894 $ 13,429

'Nonaccruing loans are included in the daily average loan amounts outstanding.
2 Tax-exempt income is on an FTE basis (non-GAAP) using the statutory federal corporate income tax rate of 21 percent.
3 Changes to rate/volume are allocated to both rate and volume on a proportionate dollar basis.
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Provision (Recovery) for Credit Losses

The Company records a provision or recovery for credit losses to adjust the allowance for credit losses (“ACL”) to the level
deemed appropriate to absorb expected credit losses in the loan portfolio. Similarly, the Company records a provision or
recovery for unfunded loan commitments to adjust the related reserve to the level considered appropriate to cover expected
credit losses associated with those commitments. The provision or recovery for credit losses reflects management’s estimate of
the ACL required to absorb expected life-of-loan losses in the loan portfolio, after consideration of net charge-offs and
recoveries during the period.

The following table presents information regarding the provision (recovery) for credit losses and net (recoveries) / charge-offs
for the periods presented:

Three Months Ended June 30, Six Months Ended June 30,

(Dollars in Thousands) 2026 2025 $ Change 2026 2025 $ Change
Provision (Recovery) for Credit Losses $ 2,010 $ (23300 § 4340 $ (31,907) $ (4355 $ (27,552)
Recovery for Unfunded Loan Commitments (554) (335) (219) (772) (449) (323)

Total Provision (Recovery) for Credit Losses on Loans 1,456 (2,665) 4,121 (32,679) (4,804) (27,875)
Provision for Securities — — — — = —

Total Provision (Recovery) for Credit Losses $ 1,456 $ (2,665 $ 4,121 $ (32,679) $ (4,804) $ (27,875
Net Loan (Recoveries) / Charge-offs $ 657) % 165 $ (822) $ (15,586) $ 222 $  (15,808)
Net Loan (Recoveries) / Charge-offs (annualized) / Average
Portfolio Loans (0.07)% 0.02 % (0.82)% 0.01 %

During the three months ended June 30, 2026, the Company recorded a provision for credit losses of $2.0 million, compared to
a recovery of $2.3 million for the same period in 2025. The provision for the quarter ended June 30, 2026 was primarily
attributable to a commercial and industrial credit relationship consisting of three loans that transferred to NPL status during the
quarter, resulting in the establishment of a $3.1 million specific reserve. This increase was partially offset by $0.7 million net
recoveries received during the period. During the six months ended June 30, 2026, the Company recorded a recovery for credit
losses of $31.9 million, compared to a recovery of $4.3 million for the same period in 2025. The recovery for credit losses
during the six months ended June 30, 2026 primarily reflects the release of previously established specific reserves of $18.0
million, as well as a $15.0 million net recovery associated with the Judgments, in each case related to the Loan Sale
Transaction. This recovery was offset by the previously mentioned $3.1 million specific reserve recorded in the second quarter.
The recovery for credit losses in the first six months of 2025 was primarily driven by a decline in the Other segment reserve
rate, specifically the Company’s former largest nonperforming credit relationship due to curtailment payments received during
the period.

The Company also recorded a recovery for unfunded loan commitments of $0.6 million and $0.8 million for the three and six
months ended June 30, 2026, respectively compared to $0.3 million and $0.4 million for the same periods in 2025, respectively.
The increases from the three and six months ended June 30, 2025 were primarily due to a reduction in unfunded loan
commitments, which is reflective of the increase in construction loans in the loan composition.

As a result of these factors, the allowance for credit losses to total portfolio loans declined to 1.48% at June 30, 2026 from
1.90% at June 30, 2025. While the Company recorded a provision for credit losses during the second quarter of 2026, the year-
to-date recovery for credit losses, primarily driven by the first quarter of 2026 Loan Sale Transaction and related reserve release
and recovery discussed above, remained a significant contributor to earnings for the six months ended June 30, 2026.

Net recoveries totaled $0.7 million and $15.6 million for the three and six months ended June 30, 2026, respectively, compared
to net charge-offs of $0.2 million for both the three and six months ended June 30, 2025. Net recoveries (annualized) to average
portfolio loans, were 0.07% and 0.82% for the three and six months ended June 30, 2026, respectively, compared to net charge-
offs of 0.02% and 0.01% for the same periods in 2025, respectively.

See the “Allowance for Credit Losses” section of this MD&A for additional details regarding our charge-offs.
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Noninterest Income
Three Months Ended June 30, Six Months Ended June 30,

(Dollars in Thousands) 2026 2025 $ Change % Change 2026 2025 $ Change % Change
Gain on the Insurance Transaction $ 35949 $ — $ 35949 NM §$ 35949 § — $ 35949 NM
Gain on the Loan Sale Transaction — — — NM 65,000 — 65,000 NM
Losses on Sales of Securities, net (12,531) — (12,531) NM (12,451) — (12,451) NM
Service Charges, Commissions and Fees 2,491 1,765 726 41.1 % 4,619 3,639 980 26.9 %
Debit Card Interchange Fees 2,063 1,942 121 6.2 % 4211 4,046 165 4.1 %
Insurance Commissions 164 714 (550) (77.0) % 1,118 1,058 60 57 %
Bank Owned Life Insurance Income 457 357 100 28.0 % 893 698 195 279 %
Other 137 130 7 54 % 365 2,368 (2,003) (84.6) %

Total Noninterest Income $ 28,730 $§ 4908 $ 23,822 4854 % $ 99,704 $ 11,809 §$ 87,895 744.3 %

NM- Not Meaningful

Noninterest income for the three months ended June 30, 2026 totaled $28.7 million, an increase of $23.8 million compared to
the same period in 2025. The increase was primarily attributable to the $35.9 million net gain recognized on the Insurance
Transaction and a $0.7 million increase in service charges on deposit accounts, partially offset by the $12.5 million loss on the
sale of securities recognized in connection with the Portfolio Repositioning completed during the second quarter of 2026 and a
$0.6 million decline in insurance commissions. The decrease in insurance commissions primarily reflected the Insurance
Transaction, which reduced ongoing insurance commission income.

For the six months ended June 30, 2026, noninterest income totaled $99.7 million, compared to $11.8 million for the same
period in 2025. The increase was primarily attributable to the $65.0 million gain recognized on the Loan Sale Transaction
during the first quarter of 2026, the $35.9 million net gain recognized on the Insurance Transaction during the second quarter of
2026, and a $1.0 million increase in service charges on deposit accounts. These increases were partially offset by the $12.5
million loss on the sale of securities recognized in connection with the Portfolio Repositioning during the second quarter of
2026 and the $1.9 million BOLI death benefit recognized during the first quarter of 2025.
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Noninterest Expense
Three Months Ended June 30, Six Months Ended June 30,

(Dollars in Thousands) 2026 2025 $ Change % Change 2026 2025 $ Change % Change
Salaries and Employee Benefits $ 14,051 $ 14,082 $ (31) 02)% $ 28966 $ 27,739 $ 1,227 4.4 %
Occupancy Expense, net 4,584 4,230 354 84 % 9,445 8,702 743 85 %
FDIC Insurance Expense (241) 1,436 (1,677) (116.8) % 1,269 2,866 (1,597) (55.7Y%
Other Taxes 776 922 (146) (15.8)% 1,701 1,869 (168) (9.0)%
Advertising Expense 820 708 112 15.8 % 1,746 1,619 127 7.8 %
Telephone Expense 278 307 (29) 9.4)% 570 611 41) 6.7)%
Professional and Legal Fees 2,053 1,921 132 6.9 % 3,599 3,151 448 142 %
Data Processing 2,177 1,395 782 56.1 % 4,030 2,839 1,191 42.0 %
Debit Card Expense 1,072 991 81 8.2 % 2,073 1,983 90 45 %
Other 4,416 3312 1,104 333 % 7,599 5,967 1,632 274 %

Total Noninterest Expense $ 29986 $ 29,304 $ 682 23% $ 60998 $§ 57,346 $ 3,652 6.4 %

Noninterest expense for the three months ended June 30, 2026 totaled $30.0 million, an increase of $0.7 million compared to
the same period in 2025. The increase was primarily driven by $1.1 million of higher other noninterest expense, $0.8 million of
higher data processing expense and $0.4 million of higher occupancy expense, partially offset by a $1.7 million decline in FDIC
insurance expense.

FDIC insurance expense declined during the second quarter of 2026, primarily reflecting the favorable impact of the
Company’s improved risk profile following the Loan Sale Transaction completed during the first quarter of 2026, which
reduced FDIC assessment costs. Other noninterest expense increased primarily due to a $0.8 million write-down of an OREO
property based on an updated appraisal received during the second quarter of 2026, as well as a $0.5 million write-down on a
closed corporate office building. Data processing expense increased due to new and expanded service agreements implemented
in early 2026. Occupancy expense increased primarily as a result of higher costs associated with service agreements, software
licenses, maintenance contracts, and other infrastructure investments.

For the six months ended June 30, 2026, noninterest expense totaled $61.0 million, compared to $57.3 million for the same
period in 2025, an increase of $3.7 million. The increase primarily reflected $1.6 million of higher other noninterest expense,
$1.2 million of higher data processing expense, $1.2 million of higher salaries and employee benefits, $0.7 million of higher
occupancy expense and $0.4 million of higher professional and legal fees, partially offset by a $1.6 million decline in FDIC
insurance expense.

Consistent with the quarterly discussion above, other noninterest expense increased primarily due to the OREO property write-
down and the write-down on the closed corporate office building, while data processing expense increased due to new and
expanded service agreements implemented in early 2026. Occupancy expense increased primarily as a result of higher costs
associated with service agreements, software licenses, maintenance contracts, and related infrastructure investments. Salaries
and employee benefits increased primarily due to higher incentive compensation, increased medical benefit costs and annual
merit increases, partially offset by higher deferred costs on loan originations. Professional and legal fees increased primarily
due to costs associated with the Loan Sale Transaction and higher expenses related to the management of special assets. FDIC
insurance expense declined as a result of the Company’s improved risk profile following the Loan Sale Transaction completed
during the first quarter of 2026.
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Provision for Income Taxes

The provision for income taxes increased $6.2 million and $28.3 million for the three and six months ended June 30, 2026,
respectively, compared to the same periods in 2025. The increases were primarily attributable to higher pre-tax income, which
increased $26.6 million and $125.5 million for the three and six month periods, respectively.

For the three months ended June 30, 2026, the increase in pre-tax income was primarily driven by the Insurance Transaction,
which resulted in a $35.9 million pre-tax gain, partially offset by a $12.5 million pre-tax loss recognized in connection with the
strategic Portfolio Repositioning completed during the second quarter of 2026.

For the six months ended June 30, 2026, the increase in pre-tax income primarily reflected the first quarter 2026 Loan Sale
Transaction, which resulted in a $65.0 million gain on sale, an $18.0 million release of specific reserves, and a $15.0 million
recovery for credit losses. In addition, the second quarter Insurance Transaction resulted in a $35.9 million pre-tax gain,
partially offset by the $12.5 million loss recognized in connection with the strategic Portfolio Repositioning. Comparability to
the prior-year period was also affected by a $1.9 million tax-exempt gain recognized on a BOLI death benefit during the first
quarter of 2025.

The effective income tax rate was 22.4% and 22.1% for the three and six months ended June 30, 2026, respectively compared
to 19.9% and 19.8% for the same periods in 2025. The effective tax rates for 2026 exceeded the statutory federal tax rate of
21.0%, primarily due to state income taxes and the expiration of certain tax credits associated with historic tax credit
investments. These items were partially offset by the tax benefits associated with tax-exempt interest income, BOLI income and
rehabilitation tax credits. In contrast, the effective tax rate for the prior-year periods benefited from the $1.9 million tax-exempt
BOLI death benefit recognized during the first quarter of 2025.

The $0.8 million reversal of a federal valuation allowance related to the realization of capital loss carryforwards from prior tax
years, which were created by the exit of tax equity investments and sales of securities. Management assesses all available
positive and negative evidence to estimate whether sufficient taxable income of the appropriate character would be available to
utilize the capital loss carryforwards prior to their expiration. Management believes that the gains resulting from the second
quarter Insurance Transaction create sufficient capital gain income to realize the entirety of the capital loss carryforwards.
Consequently, the $0.8 million federal valuation allowance was reversed.

Refer to Note 12, Provision for Income Taxes, in the Notes to Consolidated Financial Statements in Item 1 of this Quarterly
Report on Form 10-Q for additional information.

Financial Condition
June 30, 2026

Total assets were $4.8 billion at June 30, 2026, a decrease of $50.0 million, or 1.0%, from $4.9 billion at December 31, 2025.
The decrease primarily reflected lower portfolio loans and available-for-sale securities partially offset by higher cash and cash
equivalents, higher other real estate owned, and increased interest-bearing deposits with other financial institutions.

Total cash and cash equivalents increased $171.4 million, or 163.0%, to $276.5 million at June 30, 2026, from $105.2 million at
December 31, 2025. The increase primarily reflected liquidity generated from the Loan Sale Transaction during the first quarter
of 2026 and the Insurance Transaction during the second quarter of 2026. A portion of these proceeds were strategically
redeployed from Federal Reserve Bank excess reserve balances into higher-yielding interest-bearing deposits with other
financial institutions.

Available-for-sale securities decreased $51.3 million, or 7.4%, to $640.3 million at June 30, 2026. During the second quarter of
2026, the Company completed the Portfolio Repositioning of approximately $139.4 million of lower-yielding available-for-sale
securities, recognizing a pre-tax loss while reinvesting a portion of the proceeds into higher-yielding securities. This Portfolio
Repositioning is expected to enhance future net interest income and improve the overall earning asset mix. Available-for-sale
securities represented 13.3% of total assets at June 30, 2026, compared to 14.3% at December 31, 2025. FHLB stock, included
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in Other Restricted Stock, at cost on the Consolidated Balance Sheets, declined $8.4 million in line with lower borrowing
levels.

Portfolio loans decreased $145.0 million, or 7.5% annualized, to $3.7 billion at June 30, 2026, compared to $3.9 billion at
December 31, 2025. The decline primarily reflected the first quarter Loan Sale Transaction. Excluding the Loan Sale
Transaction, the Company continued to generate organic loan growth through new loan originations, partially offset by normal
loan repayments and payoffs.

The allowance for credit losses decreased $16.3 million, or 22.8%, to $55.2 million at June 30, 2026. The decline primarily
reflected the Loan Sale Transaction during the first quarter of 2026, including the associated release of specific reserves,
partially offset by provision recorded during the second quarter related to a commercial and industrial lending relationship that
migrated to nonperforming status.

Total deposits decreased $13.3 million, or 0.6% annualized, to $4.2 billion at June 30, 2026. The decrease was primarily
attributable to declines in certificates of deposit and savings balances, partially offset by growth in noninterest-bearing demand
deposits and interest-bearing demand deposits. The Company continues to maintain a stable and diversified deposit base.

On the funding side, the Company had no FHLB borrowings outstanding at June 30, 2026, as higher cost wholesale borrowings
were repaid with proceeds from the Company’s recent strategic transactions, improving its funding profile and reducing interest
expense.

Shareholders’ equity increased $119.4 million, or 28.5%, to $539.1 million at June 30, 2026. The increase was primarily
attributable to net income generated during the first six months of 2026 and an improvement in accumulated other
comprehensive loss primarily resulting from the Portfolio Repositioning as well as changes in the fair value of the available-for-
sale securities portfolio partially offset by dividends declared and share repurchases.

At June 30, 2026, approximately 82.3% of total deposits were insured under FDIC insurance coverage limits, while
approximately 17.7% of total deposits were uninsured. At December 31, 2025, approximately 81.3% of total deposits were
insured under FDIC insurance coverage limits, while approximately 18.7% of total deposits were uninsured.

Securities

The following table presents the composition of available-for-sale securities at the dates presented:

(Dollars in Thousands) June 30, 2026 December 31, 2025 $ Change
U.S. Government Agency Securities $ 16,153 $ 19,375 $ (3,222)
Residential Mortgage-Backed Securities 61,450 76,773 (15,323)
Commercial Mortgage-Backed Securities 20,910 25,122 (4,212)
Other Commercial Mortgage-Backed Securities 21,261 24,254 (2,993)
Asset Backed Securities 105,594 94,797 10,797
Collateralized Mortgage Obligations 192,539 161,820 30,719
States and Political Subdivisions 166,313 234,224 (67,911)
Corporate Notes 56,082 55,247 835
Total $ 640,302 $ 691,612 $ (51,310)

The Company invests in various securities to maintain liquidity to satisfy various pledging requirements, enhance net interest
income, and support balance sheet diversification and interest rate risk management through oversight by ALCO. Securities are
subject to market risk, which could adversely affect the level of liquidity available. All security purchases are governed by the
Company’s investment policy, which is approved annually by the Board of Directors and administered by ALCO and the
treasury function.

The securities portfolio totaled $640.3 million at June 30, 2026, a net decrease of $51.3 million from December 31, 2025.

During the second quarter of 2026, the Company completed a strategic Portfolio Repositioning of a portion of its available-for-
sale securities portfolio, selling approximately $139.4 million of lower-yielding securities and purchasing approximately $88.5
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million of higher-yielding securities. The Portfolio Repositioning resulted in a $12.5 million pre-tax loss and is expected to
enhance future net interest income through improved portfolio yields. The Portfolio Repositioning is discussed further in the
“Overview and Strategy” section. The Portfolio Repositioning, together with normal principal repayments, calls, maturities and
amortization, resulted in the decline in the securities portfolio during the period. Securities represented 13.3% of total assets at
June 30, 2026 compared to 14.3% at December 31, 2025.

Total gross unrealized gains in the available-for-sale portfolio were $1.6 million at June 30, 2026, offset by $43.6 million of
gross unrealized losses, compared to gross unrealized gains of $0.4 million and gross unrealized losses of $54.2 million at
December 31, 2025. Although increases in intermediate and long-term market interest rates during the six months ended
June 30, 2026 would have increased unrealized losses on the remaining portfolio, gross unrealized losses declined overall as a
result of the Company’s strategic Portfolio Repositioning, which realized a portion of previously existing unrealized losses
through the sale of securities.

Management believes the unrealized losses on debt securities at June 30, 2026 are temporary and primarily attributable to
changes in market interest rates since the securities were purchased rather than deterioration in credit quality. Approximately
48.0% of the securities portfolio is comprised of obligations issued by U.S. government sponsored entities that carry implicit
government guarantees. States and political subdivision securities represent 26.0% of the portfolio and consist primarily of
general obligation and essential purpose revenue bonds, which have historically demonstrated strong credit performance and are
predominantly rated AA and AAA. The Company has the ability and intent to hold these securities until recovery of their
amortized cost basis through maturity or sale.

Unrealized losses remained concentrated primarily in securities with intermediate and long-term maturities, whose market
values are most sensitive to movements in the U.S. Treasury yield curve, particularly the five year and ten year maturities.
During the six months ended June 30, 2026, intermediate-term Treasury yields increased, creating additional valuation pressure
on the remaining securities portfolio. At June 30, 2026, the five and ten-year U.S. Treasury yields were 4.19% and 4.44%,
respectively, compared to 3.73% and 4.18%, respectively, at December 31, 2025. The increase of approximately 46 basis points
in the five year yield and 26 basis points in the ten year yield would generally be expected to increase unrealized losses,
particularly for longer duration securities such as municipal bonds. However, the Company’s strategic Portfolio Repositioning
during the period ended June 30, 2026 reduced the overall gross unrealized loss balance by realizing a portion of previously
existing unrealized losses through the sale of selected securities.

Changes in intermediate and long-term interest rates, which are market driven, will continue to affect the market value of fixed
rate securities. Accordingly, the Company expects ongoing fluctuations in the market values of its intermediate and long-term
maturity securities as Treasury yields change. Floating rate securities generally maintained stable market values, as their coupon
rates adjust in line with changes in short-term interest rates set by the Federal Reserve.

If any impairment of securities were determined to be credit related, the Company would recognize an ACL through recovery
or provision for credit losses in the period an impairment is identified, while any non-credit related impairment would be
recorded in accumulated other comprehensive loss, net of applicable taxes. At June 30, 2026 and December 31, 2025, the
Company had no credit related impairments in its securities portfolio.

Under Basel III capital rules, most banking organizations are permitted to make a one-time election to retain the existing
regulatory capital treatment for accumulated other comprehensive loss. The Company elected to retain this treatment, under
which accumulated other comprehensive loss is excluded from regulatory capital. As a result, changes in unrealized gains and
losses on available-for-sale securities do not affect regulatory capital levels, therefore reducing capital volatility associated with
interest rate movements.
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Loan Composition

The following table summarizes our loan portfolio at the dates presented:

(Dollars in Thousands) June 30, 2026 December 31, 2025
Commercial
Commercial Real Estate $ 2,143362 $ 2,114,314
Commercial and Industrial 262,432 231,921
Total Commercial Loans 2,405,794 2,346,235
Consumer
Residential Mortgages 814,383 822,141
Other Consumer 25,154 28,416
Total Consumer Loans 839,537 850,557
Construction 489,263 465,613
Other — 217,155
Total Portfolio Loans 3,734,594 3,879,560
Loans Held-for-Sale 467 339
Total Loans $ 3,735,061 $ 3,879,899

The loan portfolio is the Company’s primary source of interest income and is subject to inherent credit risk, including the risk
that borrowers may be unable to meet their contractual obligations. Adverse developments in a borrower’s industry or in overall
economic conditions may negatively affect repayment capacity. For a discussion of risk factors relevant to the Company’s
business and operations, refer to Part I, Item 1A. “Risk Factors,” contained in the Company’s Annual Report on Form 10-K for
the year ended December 31, 2025.

Total portfolio loans decreased $145.0 million to $3.7 billion at June 30, 2026, compared to December 31, 2025 largely
reflecting the Loan Sale Transaction completed during the first quarter of 2026, partially offset by net loan growth during the
first half of the year.

The Company actively monitors the loan portfolio in light of changing market conditions, borrower performance, and the
interest rate environment. At June 30, 2026, the loan portfolio consisted of 21.0% floating rates loans that reprice monthly,
37.4% variable rate loans that reprice at least once during the life of the loan, and 41.6% fixed rate loans.

CRE loans represented 57.4% of total portfolio loans at June 30, 2026, compared to 54.5% at December 31, 2025. The CRE
portfolio is monitored for potential concentrations of credit risk by market, property type and tenant exposure. Collateral
securing CRE loans is geographically concentrated primarily in North Carolina, Virginia and South Carolina and includes
properties within the retail/restaurant, warechouse, hospitality, multifamily, office, and long-term care sectors.
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The following tables present the Company's CRE loan portfolio by collateral type, including outstanding balances, loans
classified as special mention or substandard, and the related percentages by collateral category as of the dates presented:

June 30, 2026

CRE
Collateral

Type in % of Each

Special Segment to

Mention and Total CRE

(Dollars in Commercial Commercial Residential Substandard Collateral

Thousands) Real Estate & Industrial Mortgage Construction Other Total Risk Rating Type
Retail/Restaurant $ 529,426 $ 110 $ — 36,181 $ — 3 565,717 $ 56,591 212 %
Warehouse 483,322 — — 42,103 — 525,425 17,664 19.6 %
Hospitality 283,595 — — 27,771 — 311,366 2,742 11.6 %
Multifamily 364,039 — — 78,315 — 442,354 51,919 16.5 %
Office 202,700 — — 3,136 — 205,836 28,727 7.7 %
Land 606 — — 114,537 — 115,143 36 43 %
Single Family 24,135 4 63,848 30,110 — 118,097 383 4.4 %
Country Club 3,320 — — — — 3,320 — 0.1 %
Long-term Care 70,202 — — 60,353 — 130,555 — 49 %
Other 178,876 57 1,696 78,459 — 259,088 145 9.7 %
Total $ 2,140,221 $ 171 $ 65,544 $ 470,965 $ — $ 2,676,901 $ 158,207 100.0 %
December 31, 2025
CRE
Collateral

Type in % of Each

Special Segment to

Mention and Total CRE

(Dollars in Commercial Commercial Residential Substandard Collateral

Thousands) Real Estate & Industrial Mortgage Construction Other Total Risk Rating Type

Retail/Restaurant $ 501,030 $ 114 $ — 3 49,172 $ 3,135 § 553451 $ 6 20.0 %
Warehouse 460,244 — — 40,472 — 500,716 9,568 18.1 %
Hospitality 280,803 — — 41,192 51,552 373,547 51,552 13.5 %
Multifamily 348,794 — — 86,679 — 435,473 5,402 157 %
Office 217,092 — — — 508 217,600 25,658 7.9 %
Land 809 — — 101,073 36,619 138,501 36,660 5.0 %
Single Family 33,420 — 62,072 15,144 13,367 124,003 13,460 45 %
Country Club 3,346 — — — 45,002 48,348 45,002 1.7 %
Long-term Care 59,409 — — 37,232 — 96,641 — 35 %
Other 208,907 73 — 70,835 — 279,815 — 10.1 %
Total $ 2,113,854 $ 187 $ 62,072 $ 441,799 $ 150,183 $ 2,768,095 $ 187,308 100.0 %

The decrease in the CRE loan portfolio at June 30, 2026 is primarily related to the Other segment reducing to zero due to the
Loan Sale Transaction, partially offset by an increase in CRE construction loans.

CRE loans represent a concentration of credit risk within the loan portfolio. The majority of the Company’s CRE loans are
originated within its core geographic markets, extended to experienced developers and sponsors, and generally supported by
guaranty structures that provide recourse to individuals with demonstrated financial capacity.

Management believes its local and regional market expertise enables effective management of CRE concentration risk. This
operating knowledge is derived from direct customer relationships, an understanding of borrower business models, and access
to market research tools that provide data on occupancy levels, lease growth rates, and new construction activity. These market
indicators are reviewed regularly by credit officers and communicated to lending teams.

The Company’s underwriting process incorporates multiple stress scenarios, primarily focused on borrower cash flow and
leverage, to determine supportable loan structures and appropriate commitment levels.
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Aggregate commitments to the Company’s top 10 credit relationships totaled $472.4 million, representing 12.65% of gross
loans at June 30, 2026, compared to $477.6 million, or 12.31% of gross loans, at December 31, 2025. The following table
reflects the impacts of the Loan Sale Transaction, which resulted in elimination of the Company’s largest nonperforming loan
relationship and a meaningful decline in borrower concentration. Prior to the Loan Sale Transaction, the top 10 relationships to
total gross loans at December 31, 2025 was 17.00%.

The following table summarizes our top 10 relationships and a description of industries represented at the dates presented:

For the Periods Ending
June 30, 2026 % of  June 30, 2026 % of
Dollars in Thousands June 30, 2026 December 31, 2025 Change Gross Loans RBC

1. Multifamily $ 58,475 $ 58,610 $ (135) 1.57 % 943 %
2. Retail & Office 53,637 54,838 (1,201) 1.44 % 8.65 %
3. Retail & Warehouse 47,725 38,656 9,069 1.28 % 7.70 %
4. Warehouse 47,120 47,969 (849) 1.26 % 7.59 %
5. Warehouse 44,991 46,687 (1,696) 1.20 % 7.25 %
6. Healthcare 44,779 44,779 — 1.20 % 7.22 %
7. Land & Self-Storage 44,625 47,392 (2,767) 1.19 % 7.20 %
8. Multifamily 44,504 44,842 (338) 1.19 % 7.18 %
9. Long-Term Care 43,618 46,199 (2,581) 1.17 % 7.03 %
10. Retail & Office 42,919 47,619 (4,700) 1.15 % 6.92 %

Top Ten (10) Relationships $ 472,393 $ 477,591 $ (5,198) 12.65 % 76.17 %

Total Gross Loans $ 3,735,061 $ 3,879,899 $ (144,838)

% of Total Gross Loans 12.65 % 12.31 % 0.34 %
Concentration (25% of Risk Based
Capital ("RBC")) $ 155,041 $ 128,431

Unfunded loan commitments on lines of credit were $564.5 million at June 30, 2026 as compared to $643.9 million at
December 31, 2025. The majority of unused commitments relate to construction lines of credit, which are expected to be funded
as projects progress toward completion.

Total line of credit utilization was 55.1% at June 30, 2026, compared to 53.2% at December 31, 2025. Utilization of
commercial operating lines of credit was 55.0% at June 30, 2026, compared to 52.8% at December 31, 2025.

Refer to Note 4, Loans and Loans Held-for-Sale, in the Notes to Consolidated Financial Statements in Item 1 of this Quarterly
Report on Form 10-Q for additional information related to the Company’s loans.

Credit Quality

On a monthly basis, a Criticized Asset Committee meets to review certain watch, special mention and substandard risk rated
loans that fall within prescribed policy thresholds. These loans generally represent those with the highest potential risk of loss to
the Company. For loans identified through this process, management establishes action plans and conducts ongoing monitoring,
which includes regular communication with the borrower and loan officer, review of current financial information and other
supporting documentation, evaluation of existing or proposed loan structures or modifications, and periodic reassessment of
collateral values.

On a quarterly basis, the Credit Risk Committee of the Board meets to review loan portfolio metrics, approve segment
concentration limits, evaluate the adequacy of the ACL, and review the results of loan review activities identified during the
prior quarter. Annually, this committee also approves credit related policy changes and enhancements as they are implemented.

Additional credit risk management practices include continuous monitoring of trends within the Company’s lending footprint

and ongoing evaluation of lending policies and procedures designed to support sound underwriting standards. These practices
include oversight of portfolio concentrations, delinquencies trends, and the results of annual portfolio level stress testing.
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The loan review department provides independent oversight of credit quality and evaluates the effectiveness of credit risk
management practices. This function has primary responsibility for assessing commercial credit administration, consumer and
mortgage underwriting and credit decision processes, and the appropriateness of assigned risk ratings for loans reviewed, as
well as providing input into the overall loan risk rating process.

The Company’s policy is to place loans on nonaccrual status when collection of principal or interest is doubtful or, generally,
when contractual principal or interest payments are 90 days or more past due. Consumer unsecured loans and secured loans are
evaluated for charge-off once they become 90 days past due, and loans that reach 90 days delinquent are automatically
transferred to nonaccrual status. Management, however, retains discretion at the individual loan level. A loan may be placed on
nonaccrual prior to becoming 90 days past due if full collection of principal and interest is deemed unlikely. Conversely, a loan
that is 90 days or more past due may be maintained in accrual status if it is well-secured and in process of collection.

Unsecured loans are generally charged-off in full, while secured loans are charged-off to the estimated fair value of the
collateral, net of estimated cost to sell.

The repayment capacity of commercial borrowers is dependent on the performance of their underlying businesses and general
economic conditions. Given the higher potential for loss within the commercial loan portfolio, these loans are monitored
through an internal risk rating system. Risk ratings are assigned based on the borrower’s creditworthiness and are reviewed on
an ongoing basis in accordance with internal policies. Loans rated special mention or substandard exhibit potential or well-
defined weaknesses that are not typically present in higher quality performing loans, and therefore require heightened
management attention to mitigate the risk of loss.

Nonperforming assets consist of NPLs and other real estate owned (“OREQO”). The following table summarizes nonperforming
assets at the dates presented:

(Dollars in Thousands) June 30, 2026 December 31, 2025 Change
Nonaccrual Loans
Commercial Real Estate $ 21,562 $ 23861 $ (2,299)
Commercial and Industrial 13,546 1,013 12,533
Residential Mortgages 1,945 4,623 (2,678)
Other Consumer 72 25 47
Construction 436 440 4)
Other — 214,020 (214,020)
Total Nonperforming Loans 37,561 243,982 (206,421)
Other Real Estate Owned 3,356 142 3,214
Total Nonperforming Assets $ 40917 $ 244,124 $ (203,207)

At June 30, 2026, total nonperforming assets decreased $203.2 million to $40.9 million compared to December 31, 2025,
primarily reflecting the Loan Sale Transaction, as the Judgments were previously included in the “Other” loan segment. Total
nonperforming loans declined $206.4 million to $37.6 million at June 30, 2026. Commercial real estate nonperforming loans
decreased $2.3 million, primarily due to the sale of a property in receivership during the first quarter of 2026. Residential
mortgage nonperforming loans decreased $2.7 million as two residential mortgage loans were transferred to OREO during the
first quarter of 2026. These improvements were partially offset by an increase in commercial and industrial nonperforming
loans, which reflected a commercial and industrial relationship consisting of three loans with an aggregate principal balance of
$13.4 million that was downgraded to substandard and placed on nonperforming status during the second quarter of 2026. This
increase was partially offset by another commercial and industrial relationship that returned to accruing status during the first
quarter of 2026. OREOQ increased to $3.4 million at June 30, 2026 from $0.1 million at December 31, 2025, primarily due to the
transfer of the two residential mortgage loans during the first quarter of 2026.
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The following is an analysis of nonperforming loans by loan portfolio segment at the dates presented, and each segment’s
relative contribution to total nonperforming loans:

June 30, 2026 December 31, 2025

(Dollars in Thousands) Amount % of NPLs Amount % of NPLs
Commercial Real Estate $ 21,562 574 % $ 23,861 9.8 %
Commercial and Industrial 13,546 36.1 % 1,013 04 %
Residential Mortgages 1,945 52 % 4,623 1.9 %
Other Consumer 72 0.2 % 25 — %
Construction 436 1.1 % 440 02 %
Other — — % 214,020 87.7 %

Balance End of Period $ 37,561 100.0 % $ 243,982 100.0 %

Closed-end installment loans, amortizing loans secured by real estate, and other loans with monthly payment schedules are
considered past due when payments are two or more months in arrears. Multi-payment obligations with payment schedules
other than monthly are reported as past due when a scheduled payment remains unpaid for 30 days or more. Management
monitors delinquency trends on a monthly basis, including early-stage delinquencies and loans exhibiting heightened risk
characteristics, to identify emerging credit deterioration.

Allowance for Credit Losses

The following is the allocation of the ACL balance by segment at the dates presented:

June 30, 2026 December 31, 2025
% of Loans in % of Loans in
each Category to each Category to
Total Portfolio Total Portfolio
(Dollars in Thousands) Amount Loans Amount Loans
Commercial Real Estate $ 22,133 574 % $ 22,526 54.5 %
Commercial & Industrial 5,890 7.0 % 2,790 6.0 %
Residential Mortgages 11,719 21.8 % 12,449 212 %
Other Consumer 569 0.7 % 638 0.7 %
Construction 14,859 13.1 % 15,020 12.0 %
Other — — % 18,068 56 %
Balance End of Period $ 55,170 100.0 % $ 71,491 100.0 %

The ACL decreased $16.3 million to $55.2 million, or 1.48%, of total portfolio loans at June 30, 2026 compared to $71.5
million, or 1.84%, of total portfolio loans at December 31, 2025. The decrease primarily reflects the release of reserves
associated with the Loan Sale Transaction completed during the first quarter of 2026, which reduced the allowance allocated to
the “Other” loan segment by $18.0 million. This decrease was partially offset by an increase in the commercial and industrial
loan segment resulting from the downgrade of a $13.4 million commercial and industrial lending relationship to nonperforming
status during the second quarter of 2026, for which a $3.1 million specific reserve was established.
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The following table summarizes the credit quality ratios and their components at the dates presented:

(Dollars in Thousands) June 30, 2026 December 31, 2025
Allowance for Credit Losses to Total Portfolio Loans
Allowance for Credit Losses $ 55,170 $ 71,491
Total Portfolio Loans 3,734,594 3,879,560
Allowance for Credit Losses to Total Portfolio Loans 1.48 % 1.84 %

Nonperforming Loans to Total Portfolio Loans

Nonperforming Loans $ 37,561 $ 243,982
Total Portfolio Loans 3,734,594 3,879,560
Nonperforming Loans to Total Portfolio Loans 1.01 % 6.29 %

Allowance for Credit Losses to Nonperforming Loans

Allowance for Credit Losses $ 55,170 $ 71,491
Nonperforming Loans 37,561 243,982
Allowance for Credit Losses to Nonperforming Loans 146.88 % 29.30 %

Net (Recoveries) / Charge-offs to Average Portfolio Loans

Net (Recoveries) / Charge-offs (annualized)' $ (31,430) $ 472
Average Total Portfolio Loans 3,817,054 3,759,496
Net (Recoveries) / Charge-offs to Average Portfolio Loans (0.82)% 0.01 %

IThe year-to-date net (recovery)/charge-offs (annualized) for June 30, 2026 includes the $15.0 million recovery (annualized) related to the Loan Sale
Transaction.

The provision (recovery) for credit losses, which includes a provision (recovery) for losses on loans and a recovery on unfunded
loan commitments, represents the amount necessary to maintain the ACL at a level that reflects management's estimate of
expected credit losses in the loan portfolio as of the balance sheet date. During the three months ended June 30, 2026, the
Company recognized a provision for credit losses on loans of $2.0 million and a recovery for unfunded loan commitments of
$0.6 million. During the six months ended June 30, 2026, the Company recognized a recovery for credit losses on loans of
$31.9 million and a recovery for unfunded loan commitments of $0.8 million, primarily reflecting the release of $18.0 million
of previously established specific reserves and a $15.0 million recovery associated with the Loan Sale Transaction completed
during the first quarter of 2026. As a result, the Company recognized a net recovery for credit losses during the six-month
period ended June 30, 2026, contributing to a lower allowance for credit losses as a percentage of total portfolio loans at
June 30, 2026.

The reserve for unfunded loan commitments is largely comprised of unfunded loan commitments related to real estate
construction loans. There are three basic factors that influence the reserve rates associated with unfunded loan commitments for
real estate construction loans. First, the reserve rate is extrapolated from the reserve rates calculated for certain commercial real
estate funded loans within the ACL model. These reserve rates are influenced by the same factors cited in the ACL model such
as economic forecasts and average portfolio life. Refer to Note 1, Summary of Significant Accounting Policies, in the Notes to
Consolidated Financial Statements in Item 8. contained in the Company’s Annual Report on Form 10-K for the year ended

December 31, 2025 for additional information related to the ACL Policy and the discussion of these factors. Second, since the
category of construction is generic, management applies a weighting of the reserve rates associated with certain CRE loans. The
proportion of these segments affects the weighting. Third, volume changes impact the total reserve calculation.

Net recoveries totaled $0.7 million and $15.6 million for the three and six months ended June 30, 2026, respectively, compared
to net charge-offs of $0.2 million for both the three and six month periods ended June 30, 2025. As a percentage of average
portfolio loans, net recoveries were 0.07% and 0.82% for the three and six months ended June 30, 2026, respectively, compared
to net charge-offs of 0.02% and 0.01% for the same periods in 2025. The six month results for 2026 included a $15.0 million
recovery recognized in connection with the first quarter 2026 Loan Sale Transaction, representing the recovery of the
previously charged-off principal balance associated with the “Other” segment of the loan portfolio.
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The following table summarizes portfolio loans past due 30-89 days for the periods presented:

(Dollars in Thousands) June 30, 2026 December 31, 2025 $ Change
Loans 30 to 89 Days Past Due
Commercial
Commercial Real Estate $ — 3 3 8 ©)
Commercial & Industrial 90 159 (69)
Total Commercial Loans 90 162 (72)
Consumer
Residential Mortgages 2,337 1,899 438
Other Consumer 148 267 (119)
Total Consumer Loans 2,485 2,166 319
Construction 36 908 (872)
Other — — —
Total Loans 30 to 89 Days Past Due $ 2,611 $ 3,236 $ (625)

There were no portfolio loans past due more than 90 days and still accruing at June 30, 2026 or December 31, 2025. Loans past
due 30 to 89 days and still accruing decreased by $0.6 million to $2.6 million at June 30, 2026, compared to December 31,

2025.

The following tables represent credit exposures by internally assigned risk ratings at the dates presented:

June 30, 2026

Commercial Commercial Residential Other

(Dollars in Thousands) Real Estate & Industrial ~ Mortgages Consumer  Construction Other Total
Pass $ 2,121,252 § 248,879 § 811,353 $ 25,082 § 470,891 $ — § 3,677,457
Special Mention 548 7 87 — 696 — 1,338
Substandard 21,562 102 2,943 72 17,676 — 42,355
Doubtful — 13,444 — — — — 13,444

Total Portfolio Loans $ 2,143362 $ 262,432 $ 814,383 § 25,154 $§ 489,263 $ — $ 3,734,594
Performing Loans $ 2,121,800 $ 248,886 $ 812,438 $ 25,082 § 488827 § — § 3,697,033
Nonaccrual Loans 21,562 13,546 1,945 72 436 — 37,561

Total Portfolio Loans $ 2,143,362 $ 262,432 $ 814,383 § 25,154 $§ 489,263 $ — $ 3,734,594

December 31, 2025
Commercial Commercial Residential Other

(Dollars in Thousands) Real Estate & Industrial  Mortgages Consumer  Construction Other Total
Pass $ 2,079,579 $ 230,899 $ 816,315 $ 28,391 § 459,071 § 3,135 § 3,617,390
Special Mention 10,874 9 89 — 700 — 11,672
Substandard 23,861 1,013 5,737 25 5,842 214,020 250,498

Total Portfolio Loans $ 2114314 $ 231,921 $ 822,141 § 28,416 $§ 465613 $ 217,155 $ 3,879,560
Performing Loans $ 2,090,453 $ 230,908 $ 817,518 $ 28,391 $§ 465,173 $ 3,135 § 3,635,578
Nonaccrual Loans 23,861 1,013 4,623 25 440 214,020 243,982

Total Portfolio Loans $ 2114314 $ 231,921 $ 822,141 § 28,416 $ 465613 $ 217,155 $ 3,879,560

At June 30, 2026, the Company had $13.4 million of loans classified as doubtful, compared to none at December 31, 2025. The
increase during the second quarter of 2026 was attributable to a change in the classification of a relationship from Substandard
in May 2026 to Doubtful in June 2026. The relationship was transferred to nonaccrual status in June 2026. The borrower’s
financial condition continued to deteriorate with the most recent results indicating inadequate working capital due to an
exacerbated cash conversion cycle. The levels of special mention and substandard loans at June 30, 2026, compared to
December 31, 20235, reflected a decrease of $10.3 million in special mention and a decrease of $208.1 million in substandard

loans.
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Special mention loans decreased primarily due to an upgrade of a $10.8 million CRE office building loan that was moved to
watch from special mention during the first quarter of 2026.

Substandard loans decreased $208.1 million during the six months ended June 30, 2026 compared to December 31, 2025,
primarily reflecting the first quarter 2026 Loan Sale Transaction. At December 31, 2025, the “Other” segment had an aggregate
balance of approximately $214.0 million, which was reduced to zero upon completion of the Loan Sale Transaction. Additional
reductions included the payoff of a $5.4 million construction loan, the transfer of two residential mortgage loans totaling $2.9
million to OREO, and the sale of a commercial real estate property in receivership, which reduced the related substandard loan
balance by $1.5 million. In addition, a commercial and industrial borrower relationship consisting of two loans totaling $0.9
million improved to a pass rating due to sustained payment performance. These improvements were partially offset by the
downgrade of a $17.2 million construction loan to substandard during the first quarter of 2026. Overall these actions resulted in
a significant reduction in substandard loans despite the migration of certain credits to substandard status during the period.

Refer to Note 5, Allowance for Credit Losses, in the Notes to Consolidated Financial Statements in Item 1 of this Quarterly
Report on Form 10-Q for additional information related to the Company’s ACL.

Deposits

The following table presents the composition of deposits at the dates presented:

June 30, December 31,

(Dollars in Thousands) 2026 2025 $ Change % Change
Noninterest-Bearing Demand $ 655,482 $ 620,473 $ 35,009 5.64 %
Interest-Bearing Demand 866,759 808,171 58,588 725 %
Money Market 510,125 553,964 (43,839) (7.91) %
Savings 318,774 326,182 (7,408) 227%
Certificates of Deposit 1,846,416 1,902,099 (55,683) (2.93)%

Total Deposits $ 4,197,556 $ 4,210,889 $ (13,333) (0.32)%

Deposits are the Company’s primary source of funding, and management believes its deposit base remains stable, with the
ability to attract new customers while maintaining a diversified deposit mix. Total deposits decreased $13.3 million to $4.2
billion at June 30, 2026, compared to December 31, 2025. The decrease primarily reflected declines in CDs of $55.7 million,
money market accounts of $43.8 million, and savings accounts of $7.4 million, partially offset by increases in interest-bearing
demand deposits of $58.6 million and noninterest-bearing demand deposits of $35.0 million.

Noninterest-bearing demand deposits represented 15.6% of total deposits at June 30, 2026, compared to 14.7% at December 31,
2025, while CDs comprised 44.0% of total deposits at June 30, 2026, compared to 45.2% at December 31, 2025.

Based on the assumptions used in preparing the Company’s regulatory Call Reports, approximately 82.3% of total deposits
were insured under standard FDIC insurance coverage limits at June 30, 2026, while approximately 17.7% were uninsured,

compared to approximately 81.3% insured and 18.7% uninsured at December 31, 2025.

The following table presents additional information in relation to deposits at the dates presented:

(Dollars in Thousands) June 30, 2026 December 31, 2025
Noninterest-Bearing Public Funds Deposits $ 38481 §$ 33,220
Interest-Bearing Public Funds Deposits 142,362 137,600
Total Deposits not Covered by Deposit Insurance! 743,449 787,114
Certificates of Deposits not Covered by Deposit Insurance 300,132 310,723
Deposits for Certain Directors, Executive Officers and their Affiliates 1,980 3,207

IThese deposits are presented on an estimated basis. This estimate was determined based on the same methodologies and assumptions used for regulatory
reporting requirements.
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Maturities of CDs over $250,000, excluding brokered deposits, not covered by deposit insurance at June 30, 2026 are
summarized as follows:

(Dollars in Thousands) Amount Percent

Three Months or Less $ 92,750 30.9 %

Over Three Months Through Twelve Months 167,428 55.8 %

Over Twelve Months Through Three Years 38,176 12.7 %

Over Three Years 1,778 0.6 %
Total $ 300,132 100.0 %

FHLB Borrowings and Federal Funds Purchased

Information pertaining to FHLB borrowings and federal funds purchased at the dates presented are summarized in the table
below:

(Dollars in Thousands) June 30, 2026 December 31, 2025
Balance at Period End
Federal Home Loan Bank Borrowings $ — $ 178,500

Federal Funds Purchased — —
Average Balance during the Period

Federal Home Loan Bank Borrowings $ 79,575 $ 110,944

Federal Funds Purchased — —
Average Interest Rate during the Period

Federal Home Loan Bank Borrowings 3.94 % 4.19 %

Federal Funds Purchased — % — %
Maximum Month-end Balance during the Period

Federal Home Loan Bank Borrowings $ 193,500 $ 178,500

Federal Funds Purchased — —
Average Interest Rate at Period End

Federal Home Loan Bank Borrowings —% 3.89 %

Federal Funds Purchased — % — %

Borrowings represent an additional source of liquidity for the Company. FHLB borrowings decreased $178.5 million to zero at
June 30, 2026, from $178.5 million at December 31, 2025, reflecting the repayment of borrowings utilizing proceeds from the
Loan Sale Transaction completed during the first quarter of 2026. The Company had no overnight federal funds purchased
outstanding at June 30, 2026 or December 31, 2025.

The level and composition of borrowed funds fluctuates over time based on a variety of factors, including market conditions,
loan and deposit growth, investment securities activity, and capital considerations. Management actively monitors and manages
borrowings to ensure they remain a reliable and cost-effective source of liquidity.

As a member of the Federal Home Loan Bank of Atlanta, the Company is required to purchase and maintain a specified level of
FHLB capital stock based on asset size, outstanding borrowings, and participation in other FHLB programs. At June 30, 2026,
the Company held $3.4 million of FHLB stock, compared to $11.7 million at December 31, 2025. The decrease in FHLB stock
was attributable to the lower required level of stock holdings resulting from decreased FHLB borrowings.

Dividends recognized on FHLB stock totaled $0.1 million and $0.2 million for the three and six months ended June 30, 2026,
respectively, compared to $0.1 million and $0.3 million for the same periods in 2025, respectively. The investment in FHLB
stock is carried at cost and evaluated for impairment based on the ultimate recoverability of its par value.

FHLB stock is non-marketable and may be redeemed only at the discretion of the FHLB. Members do not purchase stock for

capital appreciation purposes, as FHLB stock can only be purchased, redeemed, or transferred at par value. Rather, ownership
of FHLB stock provides members with access to the funding, liquidity, and other financial services offered by the FHLB.
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Refer to Note 9, Federal Home Loan Bank Borrowings and Federal Funds Purchased, in the Notes to Consolidated Financial
Statements in Item 1 of this Quarterly Report on Form 10-Q for additional information related to the Company’s borrowings.

Liquidity and Capital Resources
Liquidity

Liquidity refers to the Company’s ability to meet cash and collateral obligations in a timely manner and at a reasonable cost,
including funding deposit withdrawals and borrower credit demands. The Company’s Board of Directors has delegated
oversight of liquidity risk management to ALCO, which is responsible for maintaining sufficient liquidity at a reasonable cost
under both normal operating conditions and potential stress scenarios.

ALCO monitors and manages liquidity risk by reviewing cash flow projections, performing balance sheet stress testing, and
maintaining a comprehensive contingency funding plan. This plan includes defined liquidity metrics and graduated risk
tolerance levels, which are reviewed monthly. If liquidity levels reach thresholds defined as high risk, enhanced monitoring and
the implementation of specific predefined action plans to reduce risk are required.

The Company’s primary source of liquidity is its stable customer deposit base. Management believes it can retain existing
deposits and attract new deposits, limiting reliance on more volatile funding sources. In addition to deposits, the Company
maintains access to multiple supplemental funding sources as part of its normal liquidity management strategy. At June 30,
2026, funding sources accessible to the Company included borrowing availability at the FHLB equal to 30.0% of total assets, or
$1.4 billion, subject to eligible collateral pledged, of which the Company had the capacity to borrow an additional $879.5
million. During the six months ended June 30, 2026, the Company’s previously disclosed $45.0 million secured line of credit
with a correspondent financial institution was decreased to $25.0 million, and during the second quarter of 2026, this line of
credit was converted to an unsecured facility. In addition, a $50.0 million unsecured line of credit with an unrelated
correspondent financial institution was fully reinstated. Reflecting the Company’s improved earnings performance and
enhanced credit risk profile following the Loan Sale Transaction during the first quarter of 2026, the Company now maintains
unsecured borrowing lines of credit totaling $105.0 million with four correspondent financial institutions, inclusive of the
converted unsecured facility noted previously. The Company also continues to have access to the institutional CD market.

Additional liquidity can be provided by $500.6 million of unpledged available-for-sale investment securities at fair value at
June 30, 2026. Refer to the Liquidity Sources table below for further detail regarding FHLB borrowing capacity and
correspondent bank lines of credit.

As of June 30, 2026, approximately 82.3% of total deposits were insured under standard FDIC coverage limits, while 17.7%
were uninsured. Management actively monitors industry and market conditions that could affect liquidity and evaluates
alternative funding strategies as needed. In addition, the Company closely monitors the potential impacts of interest rate
movements and market conditions on the fair value of its securities portfolio, particularly in light of evolving banking industry
dynamics that may influence liquidity availability or market expectations.

Maintaining a cushion of highly liquid assets or assets that can be converted to cash quickly, with little or no loss in value, is a
key component of the Company’s liquidity risk management framework. ALCO policy establishes graduated risk tolerance
levels for the ratio of highly liquid assets to total assets. At June 30, 2026, the Bank had $736.5 million of highly liquid assets,
consisting of $235.4 million in excess reserves at the Federal Reserve and interest-bearing deposits at other financial
institutions, $0.5 million of loans held-for-sale, and $500.6 million of unpledged securities. This resulted in highly liquid assets
to total assets ratio of 15.3%. Total available liquidity relative to uninsured deposits was 237.9% at June 30, 2026.

While management believes current liquidity sources are sufficient, an extended economic downturn or significant market
disruption could increase reliance on more volatile or higher cost funding sources.
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The following table provides detail of liquidity sources at the dates presented:

(Dollars in Thousands) June 30, 2026 December 31, 2025
Cash and Due From Banks $ 41,101 $ 36,935
Interest Bearing Deposits in Other Financial Institutions 167,427 12,134
Federal Reserve Bank Excess Reserves 68,007 56,094
Unpledged Investment Securities 500,568 402,220
Excess Pledged Securities 7,066 33,443
FHLB Borrowing Availability 879,466 609,392
Collateralized Lines of Credit — 45,000
Unsecured Lines of Credit Availability 105,000 30,000

Total Liquidity Sources $ 1,768,635 $ 1,225,218

The following table provides total liquidity sources and ratios at the dates presented:

(Dollars in Thousands) June 30, 2026 December 31, 2025
Total Liquidity Sources $ 1,768,635 $ 1,225,218
Highly Liquid Assets' to Total Assets 153 % 9.7 %
Highly Liquid Assets' to Uninsured Deposits 99.1 % 59.8 %
Total Available Liquidity to Uninsured Deposits 2379 % 155.7 %

'Highly liquid assets consist of $235.4 million in Federal Reserve Board excess reserves and interest-bearing deposits in other financial institutions, loans held-
for-sale of $0.5 million and unpledged securities of $500.6 million.

Capital Resources

The Company reviews, on an ongoing basis, its and the Bank’s capital levels and opportunities to effectively deploy the
Company’s capital or return capital to shareholders through stock repurchases or potential dividends. The following table
summarizes the actual risk-based capital amounts and ratios for the Company and the Bank at the dates presented:

Minimum June 30, 2026 December 31, 2025
Required Well
(Dollars in Thousands) Basel II1 Capitalized ! Amount Ratio Amount Ratio
Carter Bankshares, Inc.
Leverage Ratio 4.00 % NA $ 570,098 11.65% $ 459,735 9.43 %
Common Equity Tier 1 (to Risk-weighted Assets) 7.00 % NA 570,098 14.26 % 459,735 10.70 %
Tier 1 Capital (to Risk-weighted Assets) 8.50 % NA 570,098 14.26 % 459,735 10.70 %
Total Capital (to Risk-weighted Assets) 10.50 % NA 620,164 15.51 % 513,722 11.95 %
Carter Bank & Trust
Leverage Ratio 4.00 % 5.00% $ 572,804 11.73% $ 437,670 9.01 %
Common Equity Tier 1 (to Risk-weighted Assets) 7.00 % 6.50 % 572,804 14.34 % 437,670 10.23 %
Tier 1 Capital (to Risk-weighted Assets) 8.50 % 8.00 % 572,804 1434 % 437,670 10.23 %
Total Capital (to Risk-weighted Assets) 10.50 % 10.00 % 622,810 15.60 % 491,396 11.49 %

' To be “well capitalized” under the prompt corrective action framework applies to the Bank only.

Total capital was $539.1 million at June 30, 2026, an increase of $119.4 million compared to December 31, 2025. The increase
was primarily driven by net income of $114.7 million, a $9.2 million improvement in accumulated other comprehensive loss,
reflecting favorable changes in the fair value of the available-for-sale portfolio and a $0.6 million increase related to restricted
stock activity during the six months ended June 30, 2026. These increases were partially offset by $2.9 million of common
stock repurchases and $2.2 million of dividends declared.

The Company and the Bank remained well capitalized at June 30, 2026, exceeding all regulatory capital requirements. The
capital ratios were favorably impacted by the Loan Sale Transaction. The key capital ratios included a leverage ratio of 11.65%,
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a Common Equity Tier 1 ratio of 14.26%, a Tier 1 ratio of 14.26%, and a Total risk-based capital ratio of 15.51%, all well
above regulatory well-capitalized thresholds. Management believes the Company maintains a strong capital position and has the
capacity to raise additional capital if needed.

The Company and the Bank are subject to various capital requirements administered by federal banking regulators. Failure to
meet minimum capital requirements may result in mandatory and, in certain cases, discretionary actions by regulators that could
have a direct material effect on the Company’s financial statements.

Under capital adequacy guidelines and the regulatory framework for prompt corrective action, the Company and the Bank must
meet specific capital standards that are based on quantitative measures of assets, liabilities and certain off-balance sheet items
calculated in accordance with regulatory accounting practices. Capital amounts and classifications are also subject to qualitative
judgments by regulators regarding components, risk weightings and other factors. Prompt corrective action provisions do not
apply to bank holding companies.

Regulatory capital guidelines require the maintenance of minimum capital amounts and ratios. Under Basel III capital rules, the
Company and the Bank are required to maintain minimum ratios of common equity Tier 1 capital, Tier 1 capital and total
capital, as well as a capital conservation buffer, which effectively increases the minimum capital levels required. The capital
conservation buffer is designed to absorb losses during periods of economic stress. Banking institutions that do not maintain
capital ratios above the required minimums plus the applicable buffer are subject to restrictions on dividends, equity
repurchases and discretionary compensation.

The Basel III capital framework also provides for a “countercyclical capital buffer” applicable to certain covered institutions.
This buffer is not currently applicable to the Company or the Bank.

Banking organizations with less than $15 billion in total assets are permitted to make a one-time election to exclude
accumulated other comprehensive loss from regulatory capital. The Company elected to retain this treatment, which reduces
volatility in regulatory capital levels.

Management believes that, as of June 30, 2026, the Company and the Bank met all applicable capital adequacy requirements,
including the capital conservation buffer.

Prompt corrective action regulations establish five capital categories: well capitalized, adequately capitalized, undercapitalized,
significantly undercapitalized, and critically undercapitalized. These classifications are not intended to represent overall
financial condition. Institutions that are adequately capitalized require regulatory approval to accept brokered deposits, while
undercapitalized institutions are subject to restrictions on capital distributions, asset growth, and expansion and are required to
submit capital restoration plans.

As of June 30, 2026 and December 31, 2025, the most recent regulatory notification classified the Company and the Bank as
well-capitalized under the prompt corrective action framework. Management is not aware of any conditions or events since that
notification that management believes would have changed the Company and the Bank’s capital category.

Stock Repurchase Plan

On February 2, 2026, the Company announced that its Board authorized a repurchase program to purchase up to $10.0 million
of the Company’s common stock in the aggregate over a period of twelve months beginning February 11, 2026, the date of
receipt of non-objection from the Federal Reserve Bank of Richmond. The program authorizes the purchase of the Company’s
common stock in open market transactions or privately negotiated transactions, including pursuant to a trading plan in
accordance with Rule 10b5-1 and/or Rule 10b-18 promulgated under the Securities Exchange Act of 1934, as amended. The
authorization permits management to repurchase shares of the Company’s common stock from time to time at management’s
discretion. The actual means and timing of any shares purchased under the program, and the number of shares actually
purchased under the program, will depend on a variety of factors, including the market price of the Company’s common stock,
general market and economic conditions, management’s evaluation of the Company’s financial condition and liquidity position
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and applicable legal and regulatory requirements. The repurchase program may be modified or terminated by the Board at any
time. The repurchase program does not obligate the Company to purchase any particular number of shares.

During both the three and six months ended June 30, 2026, the Company repurchased 108,601 shares of its common stock at a
total cost of $2.9 million and a weighted average cost per share of $26.50.

On May 20, 2025, the Company announced that its Board authorized a repurchase program to purchase up to $20.0 million of
the Company’s common stock in the aggregate through May 14, 2026. The program authorized the purchase of the Company’s
common stock in open market transactions or privately negotiated transactions, including pursuant to a trading plan in
accordance with Rule 10b5-1 and/or Rule 10b-18 promulgated under the Securities Exchange Act of 1934, as amended.

The 2025 Program was fully utilized on October 30, 2025.
Contractual Obligations
As of June 30, 2026, there have been no material changes to the information about the Company’s contractual obligations and

cash commitments disclosed in Part II, Item 7, “Management's Discussion and Analysis of Financial Condition and Results of
Operations," under the heading “Contractual Obligations” in the Company's Annual Report on Form 10-K for the year ended

December 31, 2025 ( the “2025 Annual Report™), except that the Company repaid its outstanding FHLB advances during the
six months ended June 30, 2026, reducing its contractual debt obligations.

Off-Balance Sheet Arrangements
As of June 30, 2026, there have been no material changes to the off-balance sheet arrangements disclosed in Part I, Item 7,

"Management's Discussion and Analysis of Financial Condition and Results of Operations," under the heading "Off-Balance
Sheet Arrangements" in the Company’s 2025 Annual Report.
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Market Risk

Market risk is the risk that changes in market factors, including interest rates, foreign exchange rates, commodity prices, or
equity prices, could adversely affect the Company’s earnings or capital. For the Company, market risk arises primarily from
interest rate risk associated with its lending, investment, and deposit-taking activities.

Interest rate risk results from differences in the timing of the repricing and maturities of interest-earning assets and interest-
bearing liabilities (repricing risk), changes in the expected cash flows or maturities of assets and liabilities resulting from
embedded options, such as borrowers’ ability to prepay loans or depositors’ ability to withdraw certificates of deposit before
maturity (option risk), changes in the shape and slope of the yield curve (yield curve risk), and changes in the relationships
between different market interest rate indices, such as U.S. Treasuries and other benchmark rates (basis risk).

Changes in interest rates affect earnings primarily through their impact on net interest income and other interest-sensitive
revenues and expenses. Interest rate changes also affect capital by altering the present value of expected future cash flows.
While assuming interest rate risk is an inherent part of banking and an important source of profitability and sharcholder value,
excessive exposure can adversely affect earnings, capital, liquidity, and overall financial condition.

The Company’s ALCO is responsible for monitoring the Company’s interest rate risk position, establishing policies and limits
to manage exposure, and implementing strategies designed to optimize the balance between asset yields and funding costs
within established policy limits. The Board of Directors’ Investment / Interest Rate Risk Committee provides oversight by
reviewing and approving the policies established by ALCO.

Earnings Simulation Modeling

The ALCO uses an asset/liability management (“ALM”) model to estimate the sensitivity of net interest income to changes in
market interest rates. The model projects earnings under a variety of interest rate scenarios using current and forecasted balance
sheet volumes, contractual repricing characteristics, and key behavioral assumptions. Significant assumptions include expected
loan growth, loan prepayments, deposit growth and pricing, non-maturity deposit betas and decay rates, and projected market
interest rates and investment yields.

The ALM model assumes that maturing, called, and prepaid securities are reinvested in similar investment instruments and that
projected balance sheet assumptions remain consistent throughout the forecast period. Because the model relies on numerous
assumptions, actual results may differ materially from simulated results. In addition, the model does not reflect potential
management actions that could be taken in response to changing market conditions. ALCO reviews model assumptions at least
quarterly and performs periodic sensitivity analyses of key assumptions, including deposit betas, deposit decay rates, and loan
prepayment speeds, to assess their impact on projected results.

The ALM model evaluates the Company’s exposure to interest rate risk using multiple interest rate scenarios, including
instantaneous parallel rate shocks of +/- 100, 200, 300, and 400 basis points, as well as selected non-parallel yield curve
scenarios. The primary measure monitored by ALCO is the estimated percentage change in net interest income over a twelve-
month forecast horizon.

The following table presents the estimated percentage change in pretax net interest income over the next twelve months under
various instantaneous parallel interest rate shocks at June 30, 2026 and December 31, 2025.

June 30, 2026 December 31, 2025
% Change in Pretax Net % Change in Pretax Net
Change in Interest Rate (basis points) Interest Income Interest Income
400 4.1% 3.9%
300 3.6% 2.2)%
200 2.8% (1.0)%
100 1.7% (0.3)%
-100 0.3% 3.1%
-200 1.0% 6.2%
-300 2.3% 6.1%
-400 —% 4.8%

72



Table of Contents

CARTER BANKSHARES, INC. AND SUBSIDIARIES
ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK - (continued)

The June 30, 2026 earnings simulation indicates that the Company remains modestly asset sensitive. Under rising rate
scenarios, projected net interest income increases modestly due primarily to the repricing characteristics of earning assets and
funding sources, the current balance sheet composition, and asset and liability maturity structures. Under moderate declining
rate scenarios, projected net interest income also improves modestly, reflecting the Company’s deposit pricing assumptions and
balance sheet positioning.

The Company’s interest rate risk profile at June 30, 2026 reflects several factors, including:

* higher than market rate unfunded loan commitments originated during 2024 and early 2025 that are expected to fund

over the next twelve months;

* ashorter duration time deposit portfolio resulting from promotional deposit campaigns during the recent inverted yield

curve environment;

* deposit pricing assumptions that incorporate more responsive non-maturity deposit betas in declining rate

environments based on observed customer behavior during the most recent interest rate cycle; and

* changes in the balance sheet following the Company’s recent strategic transactions, including the repayment of all
outstanding FHLB borrowings and the investment of remaining excess liquidity in reserve balances at the Federal
Reserve, which earn the Interest Rate on Reserve Balances (IORB) rate of 3.65%.

Economic Value of Equity Modeling

Economic value of equity (“EVE”) simulation is used to estimate the sensitivity of the fair value of the Company’s assets and
liabilities to changes in interest rates. The ALM calculates EVE using discounted cash flow (“DCF”) analysis, with economic
value defined as the present value of projected asset cash flows less the present value of projected liability cash flows. Changes
in EVE under various interest rate scenarios provide an indication of the longer-term impact of interest rate movements on the
Company’s capital position.

The EVE model incorporates the same key assumptions used in the earnings simulation model, including assumptions related to
loan prepayments, deposit behavior, and balance sheet growth. The analysis applies instantaneous parallel interest rate shocks to
the current balance sheet and measures the resulting change in EVE. The Company’s policy guidelines establish limits for
changes in EVE under instantaneous parallel interest rate shocks of +/- 100, 200, 300, and 400 basis points, as well as selected
non-parallel yield curve scenarios.

Results for the EVE analysis are primarily influenced by the shape of the yield curve, option-adjusted discount spreads applied
to projected cash flows, and assumptions regarding the expected lives of interest-earning assets and interest-bearing liabilities.
Because the analysis is based on numerous assumptions, actual results may differ from model outcomes as market conditions,
customer behavior, and balance sheet composition change over time.

The following table presents the estimated percentage change in EVE under various instantaneous interest rate shock scenarios
at the dates indicated. At both June 30, 2026 and December 31, 2025, modeled results remained within management’s
established policy limits.

June 30, 2026 December 31, 2025
% Change in Economic % Change in Economic
Change in Interest Rate (basis points) Value of Equity Value of Equity
400 (18.6) % 21.3) %
300 (12.4) % (14.1) %
200 (7.0) % (7.9) %
100 2.7) % 3B.1H)%
-100 1.8 % 2.0 %
-200 29 % 2.6 %
-300 0.9 % 0.4) %
-400 3.6) % 9.9) %

ITEM 4. CONTROLS AND PROCEDURES
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Evaluation of Disclosure Controls and Procedures

Under the supervision and with the participation of the Company’s Chief Executive Officer (“CEO”) and Chief Financial
Officer (“CFO”), who serve as the Company’s Principal Executive Officer and Principal Financial Officer, respectively,
management evaluated the effectiveness of the design and operation of the Company’s disclosure controls and procedures (as
defined in Rule 13a-15(e) under the Securities Exchange Act of 1934, as amended (the “Exchange Act”)) as of June 30, 2026.
In designing and evaluating these controls and procedures, management recognizes that any system of controls, no matter how
well designed and operated, can provide only reasonable assurance of achieving the desired control objectives.

The Company’s disclosure controls and procedures are designed to ensure that information required to be disclosed by the
Company in reports filed or submitted under the Exchange Act is recorded, processed, summarized, and reported within the
time periods specified by the U.S. Securities and Exchange Commission (the “SEC”), and that such information is accumulated
and communicated to management, including the CEO and CFO, as appropriate, to allow timely decisions regarding required
disclosure.

Based on this evaluation, the Company’s CEO and CFO concluded that the Company’s disclosure controls and procedures were
effective in all material respects as of June 30, 2026.

Changes in Internal Control Over Financial Reporting

There were no changes in the Company’s internal control over financial reporting (as defined in Rule 13a-15(f) under the
Exchange Act) during the quarter ended June 30, 2026 that materially affected, or are reasonably likely to materially affect, the
Company’s internal control over financial reporting.

PART II - OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

In the normal course of business, the Company is subject to various legal and administrative proceedings and claims. Legal and
administrative proceedings are subject to inherent uncertainties and unfavorable rulings could occur, and the timing and
outcome of any legal or administrative proceeding cannot be predicted with certainty. Other than as set forth below, as of
June 30, 2026, the Company is not involved in any material pending legal proceedings other than proceedings occurring in the
ordinary course of business.

The Company and the Bank, along with certain unaffiliated third parties, have been named as defendants in a lawsuit filed on
April 12, 2026, and subsequently amended on April 29, 2026, in the Circuit Court of Greenbrier County, West Virginia by
James C. Justice, II, Cathy L. Justice, James C. Justice, III and various related entities that he and/or they own and control (such
entities, the “Justice Entities” and collectively, the “Plaintiffs”). The allegations contained in the lawsuit relate to a series of
loans, which were later reduced to judgments (such loans subsequently reduced to judgments, the “Judgments”) made by the
Bank to certain Justice Entities that are secured by collateral pledged by certain Justice Entities and are backed by personal
guarantees from James C. Justice, II and Cathy L. Justice and, in certain cases, by personal guarantees from James C. Justice,
III. The allegations contained in the lawsuit also relate to the Loan Sale Transaction in which the Bank sold its interest in the
Judgments and related collateral to one of the unaffiliated third-party defendants.

In the lawsuit the Plaintiffs allege that the Bank (i) breached an implied covenant of good faith and fair dealing, (ii) tortiously
interfered with Plaintiffs’ business interests, (iii) harmed Plaintiffs through a series of allegedly misleading promises,
representations and/or omissions on which Plaintiffs allegedly relied, (iv) tortiously interfered with the Plaintiffs’ business
interests under agreements between Plaintiffs and the unaffiliated third-party defendants, and (v) together with the unaffiliated
third-party defendants, participated in a scheme to restrain trade and competition in an alleged market in which certain collateral
securing the Judgments operates. With respect to the Bank, the Plaintiffs have requested the court to rescind the Bank’s sale of
the Judgments to the unaffiliated third-party purchaser and seek declaratory relief that the Plaintiffs are entitled to pay-off the
Judgments at no more than the sale price. The Plaintiffs further seek injunctions against the unaffiliated third-party defendants,
direct damages of at least $500 million and additional consequential and punitive damages, and payment of costs, expenses and
attorneys’ fees.
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The Company and the Bank deny the allegations contained in the lawsuit and intend to vigorously defend the matter, the
validity of the Bank’s sale of the Judgments to the unaffiliated third-party purchaser and the Bank’s conduct prior to selling the
Judgments. Based on information presently available to the Company and the Bank and based on consultation with legal
counsel, the Company believes that the Company and the Bank have meritorious defenses to all allegations contained in the
lawsuit.

At this early stage of the lawsuit, the Company is not yet able to make a determination as to the likelihood of an unfavorable
outcome in this matter or to estimate the range of any possible loss.

ITEM 1A. RISK FACTORS

There have been no material changes in the risk factors faced by the Company from those disclosed in the Company’s Annual
Report on Form 10-K for the year ended December 31, 2025.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

On February 2, 2026, the Company announced that its Board authorized a repurchase program to purchase up to $10.0 million
of the Company’s common stock in the aggregate over a period of twelve months beginning February 11, 2026, the date of
receipt of non-objection from the Federal Reserve Bank of Richmond. The program authorizes the purchase of the Company’s
common stock in open market transactions or privately negotiated transactions, including pursuant to a trading plan in
accordance with Rule 10b5-1 and/or Rule 10b-18 promulgated under the Securities Exchange Act of 1934, as amended. The
authorization permits management to repurchase shares of the Company’s common stock from time to time at management’s
discretion. The actual means and timing of any shares purchased under the program, and the number of shares actually
purchased under the program, will depend on a variety of factors, including the market price of the Company’s common stock,
general market and economic conditions, management’s evaluation of the Company’s financial condition and liquidity position
and applicable legal and regulatory requirements. The repurchase program may be modified or terminated by the Board at any
time. The repurchase program does not obligate the Company to purchase any particular number of shares.

During both the three and six months ended June 30, 2026, the Company repurchased 108,601 shares of its common stock at a
total cost of $2.9 million and a weighted average cost per share of $26.50.

On May 20, 2025, the Company announced that its Board authorized a repurchase program to purchase up to $20.0 million of
the Company’s common stock in the aggregate through May 14, 2026. The program authorized the purchase of the Company’s
common stock in open market transactions or privately negotiated transactions, including pursuant to a trading plan in
accordance with Rule 10b5-1 and/or Rule 10b-18 promulgated under the Securities Exchange Act of 1934, as amended.

The 2025 Program was fully utilized on October 30, 2025.

The following table provides information regarding the Company’s purchases of its common stock during the quarter ended
June 30, 2026:

Issuer Purchases of Equity Securities

Maximum number (or

Total Number of Shares approximate dollar value)
Purchased as Part of of Shares that may yet be
Total Number of Shares Average Price Paid per Publicly Announced Plans  purchased under the plans
Period Purchased’ Share or Programs or programs?
04/01/2026 - 04/30/2026 2,477 $24.24 — $10,000,000
05/01/2026 - 05/31/2026 104,480 26.46 98,601 7,391,586
06/01/2026 - 06/30/2026 10,000 26.97 10,000 7,121,855
Total 116,957 $26.46 108,601

! Reflects 8,356 shares that were withheld upon vesting of restricted shares granted to associates of the Company in order to satisfy tax withholding obligations.
2 The number shown represents, as of the end of each period, the approximate dollar value of Common Stock shares that may yet be purchased under the 2026
Program, which was announced on February 2, 2026 and authorizes the purchase of up to $10.0 million of the Company’s common stock in the aggregate
through February 11, 2027. The shares may be purchased, from time-to-time, depending on a variety of factors.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES
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None.

ITEM 4. MINE SAFETY DISCLOSURES

None.

ITEM 5. OTHER INFORMATION

During the three months ended June 30, 2026, none of our directors or officers (as defined in Rule 16a-1(f) of the Securities

Exchange Act of 1934, as amended) adopted, modified or terminated a Rule 10b5-1 trading arrangement or non-Rule 10b5-1
trading arrangement (as such terms are defined in Item 408 of Regulation S-K of the Securities Act of 1933).
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ITEM 6. EXHIBITS.

Exhibits:

e
—

Articles of Incorporation of Carter Bankshares, Inc., effective October 7, 2020 (incorporated by reference to
Exhibit 3.1 to the Company’s Current Report on Form 8-K filed with the SEC on November 23, 2020)

3.2 Bylaws of Carter Bankshares. Inc., as adopted October 28, 2020 (incorporated by reference to Exhibit 3.2 to
the Company’s Current Report on Form 8-K filed with the SEC on November 23, 2020)

10.1 Second Amended and Restated Employment Agreement, effective June 18, 2026. by and between Carter

Bankshares Inc., Carter Bank & Trust and Litz Van Dyke (incorporated by reference to Exhibit 10.1 to the
Company’s Current Report on Form 8-K filed with the SEC on June 24, 2026)

—_
S}

. Second Amended and Restated Employment Agreement, effective June 18, 2026, by and between Carter

Bankshares Inc., Carter Bank & Trust and Bradford N. Langs (incorporated by reference to Exhibit 10.2 to
the Company’s Current Report on Form 8-K filed with the SEC on June 24, 2026)

—_
[0S

Second Amended and Restated Employment Agreement, effective June 18, 2026, by and between Carter

Bankshares Inc., Carter Bank & Trust and Wendy S. Bell (incorporated by reference to Exhibit 10.3 to the
Company’s Current Report on Form 8-K filed with the SEC on June 24, 2026)

._.
=)
~

Second Amended and Restated Employment Agreement, effective June 18, 2026, by and between Carter

Bankshares Inc., Carter Bank & Trust and Matthew M. Speare (incorporated by reference to Exhibit 10.4 to
the Company’s Current Report on Form 8-K filed with the SEC on June 24, 2026)

—
(e
N

Amended and Restated Change of Control Severance Agreement, effective June 18, 2026, by and between

Carter Bankshares Inc., Carter Bank & Trust and Tony E. Kallsen (incorporated by reference to Exhibit 10.5
to the Company’s Current Report on Form 8-K filed with the SEC on June 24. 2026)

—_
[o)}

. Second Amended and Restated Employment Agreement, effective June 18, 2026, by and between Carter
Bankshares, Inc., Carter Bank & Trust and Jane Ann Davis (filed herewith)

—_
~

. Amended and Restated Change of Control Severance Agreement, effective June 18, 2026, by and between
Carter Bankshares, Inc., Carter Bank & Trust and Arthur Loran Adams (filed herewith)

|98
—
—_—

Certification by principal executive officer pursuant to Rule 13a-14(a) (filed herewith)

98]
—
[\8}

Certification by principal financial officer pursuant to Rule 13a-14(a) (filed herewith)

|bJ
[\

Certification by principal executive officer and principal financial officer pursuant to 18 U.S.C. §1350
(furnished herewith)

101.INS  Inline XBRL Instance Document - the instance document does not appear in the Interactive Data File because
its XBRL tags are embedded within the Inline XBRL document

101.SCH Inline XBRL Taxonomy Extension Schema
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101.CAL

101.DEF

101.LAB

101.PRE

104

Inline XBRL Taxonomy Extension Calculation Linkbase

Inline XBRL Taxonomy Extension Definition Linkbase

Inline XBRL Taxonomy Extension Label Linkbase

Inline XBRL Taxonomy Extension Presentation Linkbase

Cover Page Interactive Data File (formatted as Inline XBRL and contained in Exhibits 101)
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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.

CARTER BANKSHARES, INC.

By:

Name:

Title:
Date:

By:

Name:

Title:

Date:
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(Registrant)

/s/ Litz H. Van Dyke

Litz H. Van Dyke
Chief Executive Officer (Principal Executive Officer)
August 6, 2026

/s/ Wendy S. Bell

Wendy S. Bell

Chief Financial Officer (Principal Financial and
Accounting Officer)

August 6, 2026
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SECOND AMENDED AND RESTATED EMPLOYMENT AGREEMENT

THIS SECOND AMENDED AND RESTATED EMPLOYMENT AGREEMENT
(this “Agreement”), originally dated as of September 29, 2017 and originally effective as of
October 1, 2017 (“Original Effective Date”), which was amended and restated effective as of
November 20, 2020, and which is further amended and restated, effective June 18, 2026 (the
“Effective Date”), and is made by and between Carter Bankshares, Inc. (“Holding Company™),
Carter Bank & Trust (“Bank™) (Holding Company and Bank, both individually and collectively,
are referred to herein as “Employer”) and Jane Ann Davis (“Executive”).

WHEREAS, Employer wishes to continue the employment of Executive as a key
executive of Bank and it is the desire of Employer to have the benefit of Executive’s continued
loyalty and service; and

WHEREAS, Executive wishes to continue in the employ of Bank on the terms and
subject to the conditions set forth herein, and both Employer and Executive consent to this
Agreement.

NOW THEREFORE, in consideration of the mutual covenants and agreements set forth
herein, and the payment to Executive of One Hundred Dollars ($100.00) as additional
consideration, the parties agree as follows:

1. Employment and Duties.

(a) Executive shall be employed as Executive Vice President and Chief
Administrative Officer of Bank (collectively referred to herein as the “Position”) on the terms
and subject to the conditions of this Agreement. Executive accepts such employment and agrees
to perform the duties and responsibilities of the Position, as may be assigned to Executive by the
Chief Executive Officer or the Board of Directors of Holding Company and Bank.

(b) Executive shall devote Executive’s best efforts and full time to rendering
services on behalf of Employer in furtherance of its best interests. Executive shall comply with
all policies, standards and regulations of Employer now or hereafter promulgated, and shall
perform all duties under this Agreement to the best of Executive’s abilities and in accordance
with the ethics and standards of conduct applicable to employees in the banking industry.

2. Term. The Term (as defined below) of this Agreement was effective as of the
Original Effective Date and continued for one year from the Original Effective Date (the “Initial
Term”); provided, however, that, at the end of the Initial Term, this Agreement was
automatically extended for a one-year term (a “Renewal Term”), commencing at the end of the
Initial Term, and was further extended for additional Renewal Terms thereafter. This Agreement
shall continue to be further extended for an additional one-year term at the end of each Renewal
Term, unless either party gives written notice of non-renewal no later than sixty (60) calendar



days prior to the end of the applicable Renewal Term. During any Renewal Term, however, this
Agreement may be terminated at any time pursuant to Section 6 or Section 16 below. The Term
of this Agreement, including all Renewal Terms, is referred to herein as the “Term.”

3. Compensation.

(a) Base Salary. During the Term, Bank shall cause Executive to be paid an
annual base salary of no less than Three Hundred Thousand, Seven Hundred and Ninety-Two
Dollars and Ninety-Six Cents ($300,792.96), paid in equal installments to Executive in
accordance with Bank’s established payroll practices (but no less frequently than monthly).
Holding Company’s Board of Directors or its designee, in its discretion, may increase
Executive’s base salary during the Term. Bank shall withhold state and federal income taxes,
social security taxes and such other payroll deductions as may from time to time be required by
law or agreed upon in writing by Executive and Bank. Bank shall also withhold and remit to the
proper party any amounts agreed to in writing by Bank and Executive for participation in any
corporate sponsored benefit plans for which a contribution is required.

(b) Bonuses. Executive shall receive only such annual bonuses, if any, as
Holding Company’s Board of Directors or its designee, in its sole discretion, decides to pay to
Executive. Notwithstanding the prior sentence, to the extent that, during the Term, Employer
establishes an annual bonus plan covering executive employees, Executive shall be eligible for a
bonus in accordance with the terms of such plan. Any such bonus payable under this Section 3(b)
shall be paid annually by March 15 of the calendar year following the fiscal year for which
performance is being evaluated.

(©) Equity Awards. Executive may be eligible to receive equity awards under
the Carter Bankshares, Inc. Amended and Restated 2018 Omnibus Equity Incentive Plan, or any
successor plan, in such manner and subject to such terms and conditions as Holding Company’s
Board of Directors or its designee, in its sole discretion, may determine, if at all.

(d) Clawback. Executive agrees that any incentive compensation that
Executive receives from Employer or a related entity shall be subject to repayment (i.e.,
clawback) to Employer or such related entity to the extent required under any repayment or
clawback policy adopted by Holding Company’s Board of Directors (or a committee thereof) or
under any provisions of applicable law or regulation or securities exchange listing standard, in all
cases whether in effect on the Effective Date or as may be adopted or amended in the future, and
further consents to and agrees to abide by the terms of any such policies or provisions both
during and after Executive’s employment with Bank.

(e) Automobile Allowance. Employer will provide Executive the sum of $700
per month as an automobile allowance. This allowance will be included in Executive’s regular
payroll payments and will not be grossed up for taxes.

4. Benefits.



(a) Corporate Benefit Plans. Executive shall be entitled to participate in or
become a participant in any employee benefit plan maintained by Employer for which Executive
is or will become eligible on such terms as Holding Company’s Board of Directors or its
designee may, in its discretion, establish, modify or otherwise change.

(b) Personal Time Off. Executive shall be entitled to four weeks (20 business
days) of paid time off (“PTO”) each year (or such greater annual number of days allowed under
Employer’s PTO policy), which shall be taken in accordance with Employer’s PTO Policy.

5. Reimbursement of Expenses. Executive shall be reimbursed upon Executive’s
incurring reasonable and customary business expenses in connection with the performance of
Executive’s duties, subject to presentation of adequate substantiation, including receipts, for the
reasonable business travel, entertainment, lodging, and other business expenses incurred by
Executive. In no event will such reimbursements be made later than the last day of the calendar
month following the calendar month in which Executive submits the request for payment of the
reimbursable expense, which shall be submitted no later than sixty (60) calendar days after the
expense is incurred.

6. Termination of Employment.

(a) Death or Incapacity. Executive’s employment under this Agreement shall
terminate automatically upon Executive’s death. Upon her death, Executive’s spouse, if the
spouse survives Executive, or, if not, Executive’s estate shall receive (i) any unpaid base salary
which otherwise would be payable to Executive through the date of termination payable in a
lump sum on the next regular payroll date of Employer following termination, but not later than
thirty (30) calendar days thereafter; (ii) any annual bonus compensation earned and awarded
pursuant to Section 3(b) above for the calendar year preceding the calendar year of termination,
but not yet paid as of the date of termination, payable on the earlier of (A) the thirtieth (30™)
calendar day after the date of termination, or (B) when otherwise due; (iii) any benefits vested,
due and owing pursuant to the terms of any other plans, policies or programs, payable when
otherwise due (hereinafter subsections (i) — (iii) collectively are referred to as the “Accrued
Obligations™). Executive’s spouse, if the spouse survives Executive, or, if not, Executive’s estate
shall also receive an amount equal to Executive’s base salary from the date of Executive’s death
through the end of the month in which Executive’s death occurs, payable in a lump sum as soon
as administratively feasible following Executive’s death, but not later than thirty (30) calendar
days thereafter. If Holding Company’s Board of Directors or its designee determines that
Incapacity (as defined below) of Executive has occurred, Employer may terminate Executive’s
employment and this Agreement upon ninety (90) calendar days’ written notice, provided that,
within ninety (90) calendar days after receipt of such notice, Executive shall not have returned to
full-time performance of Executive’s assigned duties. In the event of a termination due to
“Incapacity,” Bank shall pay the Accrued Obligations to Executive. For purposes of this
Agreement, “Incapacity” shall occur if (i) Executive is unable to perform the material functions
of Executive’s position for thirteen (13) consecutive weeks and is then deemed to be unable to
continue in the Position for the reasonably foreseeable future by a physician selected by
Employer, and acceptable to Executive or Executive’s legal representative, which consent shall
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not be unreasonably withheld, or (ii) Executive is deemed disabled as defined in the policy of
disability insurance maintained by Employer for the benefit of Executive (and others if a group
policy). Notwithstanding any other provision in this Agreement, Employer shall comply with all
requirements of the Americans with Disabilities Act. Further, if Executive’s employment is
terminated due to death or “Incapacity,” then no payments (other than the Accrued Obligations
and spousal death benefit (in the event of Executive’s death) described above) shall be owed or
paid, including those under Section 7(a) or Section 9(a); provided, however, that in the event that
Executive’s employment is terminated due to Incapacity, Executive shall receive a severance
amount equal to one-twelfth (1/12) of Executive’s annual base salary in effect immediately
preceding such termination, payable on the sixtieth (60™) calendar day after Executive’s
termination of employment.

(b) Termination by Employer With or Without Cause. Employer may
terminate Executive’s employment at any time during the Term of this Agreement, with or

without notice (unless otherwise required herein) and with or without Cause. For purposes of this
Agreement, “Cause” shall mean:

(1) Executive’s willful misconduct in connection with the performance
of Executive’s duties;

(i1) Executive’s misappropriation or embezzlement of funds or
material property of Employer or any affiliate;

(ii1))  Executive’s fraud or dishonesty with respect to Employer or any
affiliate;

(iv)  Executive’s willful failure to perform any of the material duties
and responsibilities required by the Position (other than by reason of Incapacity), or
Executive’s willful failure to follow reasonable instructions or policies of Employer, in
either case after being advised in writing of such failure and being given a reasonable
opportunity and period (as determined by Holding Company’s Board of Directors or its
designee in its reasonable business judgment) to remedy such failure (if such breach or
violation is capable of being remedied), which period shall be not less than thirty (30)
calendar days;

(v) Executive’s conviction of, indictment for (or the procedural
equivalent), or entering of a guilty plea or plea of no contest with respect to any felony or
any misdemeanor involving moral turpitude;

(vi)  Executive’s breach of a material term of this Agreement, or
violation in any material respect of any policy, code or standard of behavior or ethics
generally applicable to officers of Employer, after being advised in writing of such
breach or violation and being given a reasonable opportunity and period (as determined
by Holding Company’s Board of Directors or its designee in its reasonable business
judgment) to remedy such breach or violation (if such breach or violation is capable of
being remedied), which period shall be not less than thirty (30) calendar days;
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(vil)  Executive’s willful violation of any final cease and desist order;

(viii) Executive’s breach of any fiduciary duty or duty of loyalty owed to
Employer or its affiliates; or

(ix)  Executive’s engaging in conduct that, if it became known by any
regulatory or governmental agency or the public, would be or is reasonably likely to
result, in the good faith judgment of Holding Company’s Board of Directors or its
designee, in material injury to Employer, monetarily or otherwise.

(©) Termination by Executive for Good Reason. Executive may terminate
employment for Good Reason. For purposes of this Agreement, “Good Reason” shall mean:

(1) The assignment of duties to Executive by Employer which results
in Executive having materially less authority or responsibility than Executive has on the
Effective Date, without Executive’s express written consent;

(i1) Employer requiring Executive to maintain Executive’s principal
office outside of the City of Martinsville, Virginia or any contiguous counties unless
Holding Company moves its principal executive offices to the place to which Executive
is required to move;

(ii1)) A material reduction in Executive’s base salary; or

(iv)  Any action or inaction by Employer that constitutes a material
breach of this Agreement.

Executive is required to provide written notice to Employer detailing the existence of a condition
described above in this Section 6(c) within a sixty (60) calendar day period after the initial
existence of the condition, and Employer shall have thirty (30) calendar days after notice to
remedy the condition without liability. In addition to the foregoing requirements, to trigger
payment under this Section 6(c), Executive must also terminate employment within one hundred
twenty (120) calendar days after the initial occurrence of the event constituting “Good Reason”
and Employer must have been allowed the full opportunity to cure, as set forth above. In the
event Executive terminates for Good Reason due to a material reduction of base salary under
Section 6(c)(iii), the amount of any severance due under this Agreement shall be determined
using the base salary as it exists immediately prior to such reduction.

Notwithstanding the above, “Good Reason” shall not include any resignation by Executive where
Cause for Executive’s termination by Employer exists under Section 6(b), or there is an isolated,
insubstantial or inadvertent action by Employer (provided that such action is remedied by
Employer after written notice by Executive).

(d) Other. Executive’s employment hereunder may be terminated voluntarily
by Executive without Good Reason upon ninety (90) calendar days’ prior written notice to
Employer or at any time by mutual agreement in writing. In the event of such voluntary
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termination notice by Executive without Good Reason, Employer may terminate Executive’s
employment prior to the expiration of the notice period without incurring any liability under
Section 7 or Section 9, and Employer shall be required only to pay the Accrued Obligations (as
defined Section 6(a)) and, for a termination due to mutual agreement of the parties or a
termination by Employer prior to the expiration of the notice period described above (but not
otherwise for a voluntary termination without Good Reason by Executive), a severance amount
equal to one-twelfth (1/12) of Executive’s annual base salary in effect immediately preceding
such termination, payable on the sixtieth (60") calendar day after Executive’s termination of
employment.

(e) Resignation of All Positions. Unless otherwise agreed in writing, upon
termination of Executive’s employment hereunder, regardless of the reason for the termination or
whether the employment relationship is terminated at the option of Executive or Employer,
Executive shall be deemed to have resigned from all positions that Executive holds as an officer
or, to the extent applicable, as a member of the board of directors (or a committee thereof) of the
Employer or any of its affiliates.

7. Obligations Upon Termination Other Than Related to a Change of Control.

(a) Without Cause or for Good Reason. If either Employer terminates
Executive’s employment with Bank without Cause or Executive terminates Executive’s
employment with Bank for Good Reason during the Term, in each case other than within two (2)
years after a Change of Control (as defined in Section 10), Executive shall be entitled to receive,
subject to any applicable delay set forth in Section 19(b):

(1) The Accrued Obligations (as defined in Section 6(a)); and

(i1) Subject to Executive’s signing, delivering and not revoking a
Separation Agreement and General Release (“Release”) in a form satisfactory to
Employer that is substantially similar to Exhibit A, which Release must be signed,
delivered and not revoked within the period set forth in the Release:

(A) A payment in a monthly amount equal to one-twelfth (1/12)
of Executive’s annual base salary in effect immediately preceding such
termination for twelve (12) months, payable in accordance with Bank’s
established payroll practices (but no less frequently than monthly), provided that
the amounts Executive would otherwise have received during the sixty (60)
calendar days after Executive’s termination had the payments begun immediately
after Executive’s termination of employment shall be paid in a lump sum on the
sixtieth (60™) calendar day after Executive’s termination of employment (the
“Severance Benefit”); and

(B) For twelve (12) months after the date of termination,
Executive shall receive coverage under all employee health insurance programs or
plans (medical, dental and vision) (“Health Care Plans”) in which Executive and/
or Executive’s spouse and any of Executive’s dependents were entitled to
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participate immediately prior to such termination, with Employer paying the
employer portion of the premium therefor (the “Health Care Continuance
Benefit”), provided that the continued participation of Executive and/or
Executive’s spouse and any of Executive’s dependents is possible under the
general terms and provisions of the Health Care Plans. If Employer cannot
maintain such coverage for Executive or Executive’s spouse or dependents under
the terms and provisions of the Health Care Plans (or where such continuation
would adversely affect the tax status of the Health Care Plans pursuant to which
the coverage is provided), Employer shall provide the Health Care Continuance
Benefit by either providing substantially identical benefits directly or through an
insurance arrangement or by paying Executive the estimated cost of the expected
premium for twelve (12) months after the date of termination with such payments
to be made in accordance with Bank’s established payroll practices (but no less
frequently than monthly) for employees generally for the period during which
such cash payments are to be provided. To the extent allowed by applicable law,
the twelve (12)-month Health Care Continuance Benefit period shall run
concurrently with the period for which Executive and/or Executive’s spouse and
any of Executive’s dependents would be eligible for continuation coverage under
the Consolidated Omnibus Reconciliation Act of 1985 (the “COBRA Period”).

(ii1)) In the event that Executive’s employment is terminated without
Cause or due to Good Reason and Executive does not sign the Release required herein,
then Executive shall only receive the Accrued Obligations (as defined in Section 6(a))
and a severance amount equal to one-twelfth (1/12) of Executive’s annual base salary in
effect immediately preceding such termination, payable on the sixtieth (60%) calendar day
after Executive’s termination of employment. This severance payment, along with the
Accrued Obligations, shall satisfy all severance obligations of Employer to Executive
under this Agreement.

Notwithstanding the foregoing, and in addition to Employer’s remedies set forth in Section 8(e),
all such payments and benefits under Section 7(a)(ii) otherwise to be made after Executive’s
termination of employment shall cease to be paid, and Employer shall have no further obligation
with respect thereto, in the event Executive, without the consent of Employer, breaches or
engages in any activity prohibited in Section 8 or any of its sub-parts.

(b) For Cause; Other Than for Good Reason. If Executive’s employment is
terminated for Cause or if Executive voluntarily terminates Executive’s employment other than
for Good Reason, this Agreement shall terminate without any further obligation of Employer to
Executive other than the payment to Executive of the Accrued Obligations.

8. Covenants of Executive.

(a) Confidentiality. As an employee of Bank, Executive will have access to
and may participate in the origination of non-public, proprietary and confidential information
relating to Employer and/or its affiliates and Executive acknowledges a fiduciary duty owed to
Employer and its affiliates not to disclose any such information. Confidential information may
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include, but is not limited to, trade secrets, customer lists and information, internal corporate
planning, methods of marketing and operation, and other data or information of or concerning
Employer and its affiliates or their customers that is not generally known to the public or
generally in the banking industry. Executive agrees that for a period of five (5) years following
the cessation of employment, Executive will not use or disclose to any third party any such
confidential information, either directly or indirectly, except as may be authorized in writing
specifically by Employer; provided, however that to the extent the information covered by this
Section 8 is otherwise protected by the law, such as “trade secrets,” as defined by the Virginia
Uniform Trade Secrets Act, or customer information protected by banking privacy laws, that
information shall not be disclosed or used for however long the legal protections applicable to
such information remain in effect.

Nothing in this Agreement restricts or prohibits Executive or Executive’s counsel
from initiating communications directly with, responding to any inquiry from, volunteering
information to, or providing testimony before a self-regulatory authority or a governmental, law
enforcement or other regulatory authority, including the U.S. Equal Employment Opportunity
Commission, the Department of Labor, the National Labor Relations Board, the Department of
Justice, the Securities and Exchange Commission, the Financial Industry Regulatory Authority,
the Congress, and any Office of Inspector General (collectively, the “Regulators”), from
participating in any reporting of, investigation into, or proceeding regarding suspected violations
of law, or from making other disclosures that are protected under or from receiving an award for
information provided under the whistleblower provisions of state or federal law or regulation.
Executive does not need the prior authorization of Employer to engage in such communications
with the Regulators, respond to such inquiries from the Regulators, provide confidential
information or documents containing confidential information to the Regulators, or make any
such reports or disclosures to the Regulators. Executive is not required to notify Employer that
Executive has engaged in such communications with the Regulators. Executive recognizes and
agrees that, in connection with any such activity outlined above, Executive must inform the
Regulators that the information Executive is providing is confidential.

Furthermore, notwithstanding the foregoing, nothing in this Agreement shall
prohibit Executive from discussing or disclosing the details relating to any claims of sexual
assault, including claims under §§ 18.2-61, 18.2-67.1, 18.2-67.3 or 18.2-67.4 of the Code of
Virginia, or claims of sexual harassment, including as defined in § 30-129.4 of the Code of
Virginia, and including the settlements of such claims. In addition, nothing in this Section 8 or
any other provision of this Agreement shall (i) prohibit Executive from making reports of
possible violations of federal law or regulation to any governmental agency or entity in
accordance with the provisions of and rules promulgated under Section 21F of the Securities
Exchange Act of 1934, as amended, or Section 806 of the Sarbanes-Oxley Act of 2002, or of any
other whistleblower protection provisions of federal law or regulation, or (ii) require notification
or prior approval by anyone of any such report.

Federal law provides certain protections to individuals who disclose a trade secret
to their attorney, a court, or a government official in certain, confidential circumstances.
Specifically, federal law provides that an individual shall not be held criminally or civilly liable
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under any federal or state trade secret law for the disclosure of a trade secret under either of the
following conditions:

. Where the disclosure is made (a) in confidence to a federal, state or local
government official, either directly or indirectly, or to an attorney; and (b) solely
for the purpose of reporting or investigating a suspected violation of law; or

. Where the disclosure is made in a complaint or other document filed in a lawsuit
or other proceeding, if such filing is made under seal.

Federal law also provides that an individual who files a lawsuit for retaliation by an employer for
reporting a suspected violation of law may disclose the trade secret to the attorney of the
individual and use the trade secret information in the court proceeding, if the individual (a) files
any document containing the trade secret under seal; and (b) does not disclose the trade secret,
except pursuant to court order.

(b) Non-Competition. In consideration for Employer’s entering into this
Agreement and in exchange for the benefits promised herein, and other valuable consideration,
Executive agrees that Executive will not engage in “Competition” for a period of twelve (12)
months after Executive’s employment with Bank ceases for any reason. For purposes hereof,
“Competition” means Executive’s owning, managing or controlling, or participating in the
ownership, management or control, or performing duties that are the same as or substantially
similar to those duties performed by Executive for Employer during the last twelve (12) months
of Executive’s employment, as an officer, a director, an employee, a partner, or in any other
capacity, if such ownership, management or control, or the participation therein, or the
performance of such duties are of or performed for a bank, a bank holding company or other
financial institution that provides products or services that are the same as or substantially similar
to, and competitive with, any of the products or services provided by Employer at the time
Executive’s employment ceases. The restrictions set forth in this Section 8(b) shall apply only to
the extent that Executive’s activities (as described above in this Section 8(b)) are on behalf of a
bank, bank holding company or other financial institution and its operations located within a fifty
(50) mile radius surrounding the headquarters of the Bank (or any Virginia headquarters (if any)
of a successor) or within a fifteen (15) mile radius surrounding any branch office of the Bank (or
any successor as to its Virginia and North Carolina branches only) as such headquarters and
branches are located as of the date Executive’s employment ceases. Nothing herein shall
prohibit Executive from working in a role that does not compete with Employer or from owning
securities (debt or equity) in a publicly traded company, including competitors of Employer, if
such ownership constitutes two percent (2%) or less of the aggregate principal amount of such
securities issued and outstanding.

(©) Non-Piracy. In consideration for Employer’s entering into this Agreement
and in exchange for the benefits promised herein, and other valuable consideration, Executive
agrees that for a period of twelve (12) months after Executive’s employment ceases for any
reason, Executive will not, directly or indirectly, solicit, divert from Bank or transact business
with any “Customer” of Bank with whom Executive had “Material Contact” during the last
twelve (12) months of Executive’s employment or about whom Executive obtained information
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not known generally to the public while acting within the scope of Executive’s employment
during the last twelve (12) months of employment, if the purpose of such solicitation, diversion
or transaction is to provide products or services that are the same as or substantially similar to,
and competitive with, those offered by Bank at the time Executive’s employment ceases.
“Material Contact” means that Executive personally communicated with the Customer, either
orally or in writing, for the purpose of providing, offering to provide or assisting in providing
products or services of Bank during the last twelve (12) months of Executive’s employment.
“Customer” means any person or entity with whom Bank had a depository or other contractual
relationship, pursuant to which Bank provided products or services during the last twelve (12)
months of Executive’s employment.

(d) Non-Solicitation. In consideration for Employer’s entering into this
Agreement and in exchange for the benefits promised herein, and other valuable consideration,
Executive agrees that for a period of twelve (12) months after Executive’s employment ceases
for any reason, Executive will not, directly or indirectly, hire any person employed by Bank
during the last six (6) months of Executive’s employment, or assist others in hiring or soliciting
for hire or inducing any such person to terminate employment with Bank, if the purpose is to
compete with Bank.

(e) Remedies. Executive acknowledges that the covenants set forth in Section
8 of this Agreement are just, reasonable, and necessary to protect the legitimate business interests
of Employer. Executive further acknowledges that if Executive breaches or threatens to breach
any provision of Section 8, all payments otherwise due under Section 7(a)(ii) and 9(a) shall
immediately cease, but Employer’s remedies at law will be inadequate, and Employer will be
irreparably harmed. Accordingly, Employer shall also be entitled to an injunction, both
preliminary and permanent, restraining Executive from such breach or threatened breach, such
injunctive relief not to preclude Employer from pursuing all available legal and equitable
remedies, including money damages, and being entitled to all reasonable attorney’s fees and
costs incurred in connection with the breach, threatened breach, or any challenge to the
enforceability of Section 8.

9. Termination Related to a Change of Control. The severance provisions in
Section 9 shall apply for two (2) years after a Change of Control and shall replace the provisions

under Section 7 during that period. This Agreement does not provide for the payment of any
amounts solely due to the occurrence of a Change of Control and in all events severance benefits
require a termination of employment without Cause or a resignation for Good Reason, as
described herein.

(a) Without Cause or for Good Reason. If Executive’s employment with Bank
is involuntarily terminated without Cause within two (2) years after a Change of Control shall
have occurred or if Executive terminates employment with Bank for Good Reason within two (2)
years after a Change of Control shall have occurred, Executive shall be entitled to receive,
subject to any applicable delay set forth in Section 19(b) below:

(1) The Accrued Obligations (as defined in Section 6(a));
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(i1) Subject to Executive’s signing, delivering and not revoking a
Release in a form satisfactory to Employer that is substantially similar to Exhibit A
which Release must be signed, delivered and not revoked within the period set forth in
the Release:

(A) A payment equal to two (2) times Executive’s annual base salary
in effect immediately preceding such termination payable in one lump sum, less
all applicable withholdings, on the sixtieth (60") day after Executive’s
termination of employment (the “Severance Benefit”); and

(B)  For eighteen (18) months after the date of termination, Executive
shall receive coverage under all Health Care Plans in which Executive and/or
Executive’s spouse and any of Executive’s dependents were entitled to participate
immediately prior to such termination, with Employer paying the employer
portion of the premium therefor (the “Health Care Continuance Benefit”),
provided that the continued participation of Executive and/or Executive’s spouse
and any of Executive’s dependents is possible under the general terms and
provisions of the Health Care Plans. If Employer cannot maintain such coverage
for Executive or Executive’s spouse or dependents under the terms and provisions
of the Health Care Plans (or where such continuation would adversely affect the
tax status of the Health Care Plans pursuant to which the coverage is provided),
Employer shall provide the Health Care Continuance Benefit by either providing
substantially identical benefits directly or through an insurance arrangement or by
paying Executive the estimated cost of the expected premium for eighteen (18)
months after the date of termination with such payments to be made in accordance
with Bank’s established payroll practices (but no less frequently than monthly) for
employees generally for the period during which such cash payments are to be
provided, less all applicable withholdings. To the extent allowed by applicable
law, the eighteen (18)-month Health Care Continuance Benefit period shall run
concurrently with the period for which Executive and/or Executive’s spouse and
any of Executive’s dependents would be eligible for continuation coverage under
the COBRA Period.

(C)  An additional amount, payable in one lump sum, less all
applicable withholdings, on the sixtieth (60%) day following Executive’s
termination of employment, equal to one (1) times the highest annual bonus
compensation pursuant to Section 3(b) above earned by Executive for the three
(3) immediately preceding complete fiscal years or such fewer number of
complete fiscal years as Executive may have been employed by Employer. For the
avoidance of any doubt, if Employer makes a determination to award no annual
bonus compensation to Executive for the three (3) immediately preceding
complete fiscal years or such fewer number of complete fiscal years as Executive
may have been employed by Employer, then no amount is payable under this
Section 9(a)(ii)(C).
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(ii1) In the event that Executive’s employment is terminated without Cause or due
to Good Reason within two (2) years after a Change of Control and Executive does not
sign the Release required herein, then Executive shall only receive the Accrued
Obligations (as defined in Section 6(a)) and a severance amount equal to one-twelfth
(1/12) of Executive’s annual base salary in effect immediately preceding such
termination, payable on the sixtieth (60™) calendar day after Executive’s termination of
employment. This severance payment, along with the Accrued Obligations, shall satisfy
all severance obligations of Employer to Executive under this Agreement.

Notwithstanding the foregoing, and in addition to Employer’s remedies set forth in Section 8(e),
all such payments and benefits under Section 9(a)(ii) otherwise to be made after Executive’s
termination of employment shall cease to be paid, and Employer shall have no further obligation
with respect thereto, in the event Executive, without the consent of Employer, engages in any
activity prohibited by Section 8.

(b) Modified Cutback of Compensation Deemed to be Contingent on a

Change of Control. If any benefits or payments are to be made under the terms of this Agreement
or any other agreement between Executive and Employer following a transaction that constitutes
a change in the ownership or effective control of Holding Company or in the ownership of a
substantial portion of the assets of Holding Company such that the provisions of Section 280G of
the Internal Revenue Code of 1986, as amended, and any regulations thereunder (“Code Section
280G”) or Section 4999 of the Internal Revenue Code and any regulations thereunder could
potentially apply to such compensation, then the following provisions shall be applicable:

(1) In the event the independent accountants serving as auditors for
Holding Company on the date of a change of control within the meaning of Code Section
280G (or any other independent accounting firm designated by Holding Company)
determine that some or all of the payments or benefits scheduled under this Agreement,
as well as any other payments or benefits on such change of control, would be
nondeductible by Employer under Code Section 280G, then the payments scheduled
under this Agreement and all other agreements between Executive and Employer will be
reduced to one dollar less than the maximum amount which may be paid without causing
any such payment or benefit to be nondeductible. Any reduction of benefits or payments
required to be made under this Section 9(b)(1) shall be taken in the following order: first
from cash compensation and then from payments or benefits not payable in cash, in each
case in reverse order beginning with payments or benefits which are to be paid the
farthest in time from the date of determination.

(i1) Notwithstanding the foregoing Section 9(b)(i), in the event the
independent accountants serving as auditors for Holding Company on the date of a
change of control within the meaning of Code Section 280G (or any other independent
accounting firm designated by Holding Company) determine that the net economic
benefit to Executive after payment of all income and excise taxes is greater without
giving effect to Section 9(b)(i) than Executive’s net economic benefit after a reduction by
reason of the application of Section 9(b)(i), then Section 9(b)(i) shall be a nullity and
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without any force or effect. Any decisions regarding the requirement or implementation
of the reductions to compensation described in Section 9(b)(i) shall be made by the
independent accountants serving as auditors for Holding Company on the date of a
change of control within the meaning of Code Section 280G (or any other independent
accounting firm designated by Holding Company), shall be made at Employer’s expense
and shall be binding on the parties.

(©) Superseding Provisions. The benefits and payments set forth in Section
9(a) that may be due in connection with a termination of employment within two (2) years after a
Change of Control shall supersede all payments, entitlements and benefits of Executive
otherwise payable under Section 7(a). The benefits and payments due under Section 9(a) replace
those in Section 7(a), and are not cumulative thereof.

(d) For Cause; Other Than for Good Reason. If Executive’s employment is
terminated for Cause or if Executive voluntarily terminates Executive’s employment other than
for Good Reason, within two (2) years after a Change of Control, this Agreement shall terminate
without any further obligation of Employer to Executive other than the payment to Executive of
the Accrued Obligations.

10. Change of Control Defined. For purposes of this Agreement, a “Change of
Control” occurs if (a) any person, including persons acting as a group, as defined in Treasury
Regulation § 1.409A-3(i)(5), becomes the owner or beneficial owner of securities of Holding
Company having more than fifty percent (50%) of the combined voting power of the then
outstanding securities of Holding Company that may be cast for the election of Holding
Company’s directors other than a result of an issuance of securities initiated by Holding
Company, or open market purchases approved by Holding Company’s Board of Directors, as
long as the majority of Holding Company’s Board of Directors approving the purchases
constitutes a majority of Holding Company’s Board of Directors at the time the purchases are
made; (b) during any twelve (12)-month period, as the direct or indirect result of, or in
connection with, a tender or exchange offer, a merger or other business combination, a sale of
assets, a contested election of directors, or any combination of these events, the persons who
were directors of Employer before such events cease to constitute a majority of Holding
Company’s Board of Directors or any successor’s board, as applicable. For purposes of this
Agreement, a Change of Control occurs on the date on which an event described in (a) — (b)
occurs. If a Change of Control occurs on account of a series of transactions or events, the Change
of Control occurs on the date of the last of such transactions or events. The above definition of
Change of Control is intended to, and shall be interpreted and applied in a manner as to, comply
with the requirements of Section 409A of the Internal Revenue Code of 1986, as amended, and
any regulations thereunder (“Code Section 409A”).

11. Documents. All documents, records, tapes and other media of any kind or
description relating to the business of Employer or any of its affiliates or subsidiaries, and all
passwords for accounts belonging to Employer (the “Documents”), whether or not prepared by
Executive, shall be the sole and exclusive property of Employer. The Documents (and any
copies) shall be returned to Employer upon Executive’s termination of employment for any
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reason or at such earlier time or times as Holding Company’s Board of Directors or its designee
may specify.

12. Suspension or Temporary Prohibition of Services: Permanent Prohibition of

Services. If Executive is suspended and/or temporarily prohibited from participating in the
conduct of Employer’s affairs by a notice served pursuant to the Federal Deposit Insurance Act,
Employer’s obligations under this Agreement shall be suspended as of the date of service unless
stayed by appropriate proceedings. If the charges in the notice are dismissed, Employer may in
its discretion (a) pay Executive all or part of the compensation withheld while its contract
obligations were suspended, and (b) reinstate (in whole or in part) any of its obligations which
were suspended. If Executive is removed and/or permanently prohibited from participating in the
conduct of Employer’s affairs by an order issued under the Federal Deposit Insurance Act or the
Code of Virginia, all obligations of Employer under this Agreement shall terminate as of the
effective date of the order, but vested rights of the parties shall not be affected.

13. Severability/Breach Not Excuse Performance. If any provision of this Agreement,
or part thereof, is determined to be unenforceable for any reason whatsoever, it shall be severable
from the remainder of this Agreement and shall not invalidate or affect the other provisions of
this Agreement, which shall remain in full force and effect and shall be enforceable according to
their terms. No covenant shall be dependent upon any other covenant or provision herein, each of
which stands independently. No breach of this Agreement by Employer shall excuse Executive’s
obligations under Section 8.

14. Governing Law/Venue. This Agreement shall be governed by and construed in
accordance with the laws of the Commonwealth of Virginia without regard to its conflict of law
rules. The parties further agree that venue in the event of a dispute shall be exclusively in the
Circuit Court of the City of Martinsville, or the applicable federal court encompassing that
jurisdiction, at the sole option of Employer, and Executive agrees not to object to venue.

15.  Notices. All written notices required by this Agreement shall be deemed given
when delivered personally or sent by overnight or registered or certified mail, return receipt
requested, to the parties at the following addresses (or to such other address as the party entitled
to notice shall hereafter designate in accordance with the terms hereof):

To Employer: Chief Executive Officer
Carter Bankshares, Inc.
1300 Kings Mountain Road
Martinsville, VA 24112

To Executive: At Executive’s home address as shown on the records of Bank.

16.  Amendment and Termination of Agreement. This Agreement may not be varied,
altered, modified or in any way amended except by an instrument in writing executed by the
parties hereto or their legal representatives. Except as specifically set forth herein, including
pursuant to the provisions of Section 6 above, this Agreement may not be terminated except by
an instrument in writing executed by the parties hereto or their legal representatives.
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17. Binding Effect. This Agreement shall be binding upon Executive and on
Employer, its successors and assigns on the Effective Date. Employer will require any successor
to all or substantially all of the business, stock or assets of Employer to assume expressly and
agree to perform this Agreement in the same manner and to the same extent that Employer would
be required to perform it if no such succession had taken place. This Agreement shall be freely
assignable by Employer.

18.  No Construction Against Any Party. This Agreement is the product of informed
negotiations between Executive and Employer. If any part of this Agreement is deemed to be
unclear or ambiguous, it shall be construed as if it were drafted jointly by all parties. Executive
and Employer agree that neither party was in a superior bargaining position regarding the
substantive terms of this Agreement.

19. Code Section 409A Compliance.

(a) The intent of the parties is that payments and benefits under this
Agreement comply with Code Section 409A or comply with an exemption from the application
of Code Section 409A and, accordingly, all provisions of this Agreement shall be construed in a
manner consistent with the requirements for avoiding taxes or penalties under Code Section
409A.

(b) A termination of employment shall not be deemed to have occurred for
purposes of any provision of this Agreement providing for the form or timing of payment of any
amounts or benefits upon or following a termination of employment unless such termination is
also a “separation from service” (within the meaning of Code Section 409A) and, for purposes of
any such provision of this Agreement under which (and to the extent) deferred compensation
subject to Code Section 409A is paid, references to a ‘“termination” or “termination of
employment” or like references shall mean separation from service. A “separation from service”
shall not occur under Code Section 409A unless such Executive has completely severed
Executive’s relationship with Employer or Executive has permanently decreased Executive’s
services to twenty percent (20%) or less of the average level of bona fide services over the
immediately preceding thirty-six (36) month period (or the full period if Executive has been
providing services for less than thirty-six (36) months). A leave of absence shall only trigger a
termination of employment that constitutes a separation from service at the time required under
Code Section 409A. If Executive is deemed on the date of separation from service with
Employer to be a “specified employee”, within the meaning of that term under Code Section
409A(a)(2)(B) and using the identification methodology selected by Employer from time to time,
or if none, the default methodology, then with regard to any payment or benefit that is required to
be delayed for six (6) months in compliance with Code Section 409A(a)(2)(B), such payment or
benefit shall be paid with interest on the earlier of (i) the first day of the seventh (7%) month
measured from the date of Executive’s separation from service or (ii) the date of Executive’s
death. The amount of interest to be paid shall be based on the prime rate of interest in effect on
the first day of the month following Executive’s separation from service as reported in the Wall
Street Journal. In the case of benefits required to be delayed under Code Section 409A, however,
Executive may pay the cost of benefit coverage, and thereby obtain benefits, during such six (6)
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month delay period and then be reimbursed by Employer thereafter on the first day of the
seventh (71) month following the date of Executive’s separation from service or, if earlier, on the
date of Executive’s death.

() With regard to any provision herein that provides for reimbursement of
expenses or in-kind benefits subject to Code Section 409A, except as permitted by Code Section
409A, (1) the right to reimbursement or in-kind benefits is not subject to liquidation or exchange
for another benefit, and (ii) the amount of expenses eligible for reimbursement, or in-kind
benefits, provided during any taxable year shall not affect the expenses eligible for
reimbursement, or in-kind benefits to be provided, in any other taxable year, provided that the
foregoing clause (ii) shall not be violated with regard to expenses reimbursed under any
arrangement covered by Code Section 105(b) solely because such expenses are subject to a limit
related to the period the arrangement is in effect. All reimbursements shall be reimbursed in
accordance with Employer’s reimbursement policies but in no event later than the calendar year
following the calendar year in which the related expense is incurred.

(d) If under this Agreement, an amount is to be paid in two or more
installments, for purposes of Code Section 409A, each installment shall be treated as a separate
payment.

(e) When, if ever, a payment under this Agreement specifies a payment period
with reference to a number of days (e.g., “payment shall be made within ten (10) days following
the date of termination™), the actual date of payment within the specified period shall be within
the sole discretion of Employer. In the event any payment payable upon termination of
employment would be exempt from Code Section 409A under the short-term deferral exception
or the involuntary severance exception under Treasury Regulation § 1.409A-1(b)(9)(ii1) but for
the amount of such payment, the determination of the payments to Executive that are exempt
under such provisions shall be made by first applying the short-term deferral exception and then
by applying the involuntary severance exception to payments based on chronological order
beginning with the payments paid closest in time on or after such termination of employment.

® Notwithstanding any other provision of this Agreement, Executive shall be
solely liable, and Employer shall not be liable in any way to Executive if any payment or benefit
which is to be provided pursuant to this Agreement and which is considered deferred
compensation subject to Code Section 409A otherwise fails to comply with, or be exempt from,
the requirements of Code Section 409A.

20. Regulatory Limitation. Notwithstanding any other provision of this Agreement,
neither Employer nor any subsidiary shall be obligated to make, and Executive shall have no
right to receive, any payment, benefit or amount under this Agreement that would violate any
law, regulation or regulatory order applicable to Employer or the subsidiary at the time such
payment is due, including without limitation, any regulation or order of the Federal Deposit
Insurance Corporation or the Board of Governors of the Federal Reserve System. Executive
agrees that compliance by Employer with such regulatory restrictions, even to the extent that
compensation or other benefits paid to Executive are limited, shall not be a breach of this
Agreement by Employer.
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21. Waiver of Breach. The failure at any time to enforce or exercise any right under
any of the provisions of this Agreement or to require at any time performance by the other parties
of any of the provisions of this Agreement shall in no way be construed to be a waiver of such
provisions or to affect either the validity of this Agreement or any part of this Agreement, or the
right of any party hereafter to enforce or exercise its rights under each and every provision in
accordance with the terms of this Agreement.

22. No Attachment. Except as required by law, no right to receive payments under
this Agreement shall be subject to anticipation, commutation, alienation, sale, assignment,
encumbrance, charge, pledge or hypothecation or to execution, attachment, levy or similar
process or assignment by operation of law, and any attempt, voluntary or involuntary, to effect
any such action shall be null, void and of no effect; provided, however, that nothing in this
Section 22 shall preclude the assumption of such rights by executors, administrators or other
legal representatives of Executive or Executive’s estate and their assigning any rights under this
Agreement to the person or persons entitled hereto.

23. Full Capacity. The persons signing this Agreement represent that they have full
authority and representative capacity to execute this Agreement in the capacities indicated below
and to perform all obligations under this Agreement.

24. Representation and Warranty of Executive. Executive represents and warrants to
Employer that Executive is not under any obligation, contractual or otherwise, to any other firm
or corporation, which would prevent Executive from continuing in the employ of Bank under
this Agreement or prevent Executive from performing the terms of this Agreement.

25. Entire Agreement. Except as otherwise provided herein, this Agreement
constitutes the entire agreement of the parties with respect to the matters addressed herein and,
upon the Effective Date, it supersedes all other prior agreements and understandings, both
written and oral, express or implied, including the Employment Agreement between Bank and
Executive dated September 29, 2017, and the amended and restated Employment Agreement,
dated November 20, 2020, with respect to the subject matter of this Agreement.

26. Survivability. The provisions of Sections 8, 11, 13, 14, 15, 17, 18, 20, 21, 22, and
26 shall survive the termination, expiration or non-renewal of this Agreement.

217. Counterparts/Facsimile. This Agreement may be executed and delivered in
multiple counterparts (including by Docusign or a similarly accredited secure signature service
or other electronic transmission or signature), each of which when so executed and delivered
shall be deemed to be an original, and all of which together shall constitute one and the same
instrument. Counterparts may be delivered by facsimile, e-mail (including .pdf) or other
transmission method and any counterpart so delivered shall be deemed to have been duly and
validly delivered and shall be valid and effective for all purposes.

28. Case and Gender. Wherever required by the context of this Agreement, the
singular or plural case and the masculine, feminine and neuter genders shall be interchangeable.
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29. Title. The titles and sub-headings of each Section and Sub-Section in this
Agreement are for convenience only and should not be considered part of this Agreement to aid
in interpretation or construction.

[Signature Block on Next Page]
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IN WITNESS WHEREOQF, the parties hereto have executed this Agreement as of the
Effective Date.

Date: 6/23/2026 /s/ Jane Ann Davis
Jane Ann Davis

Date: 6/18/2026 Carter Bankshares, Inc.

By: /s/ Litz H. Van Dyke
Name: Litz H. Van Dyke
Title: Chief Executive Officer

Date: 6/18/2026 Carter Bank & Trust

By: /s/ Litz H. Van Dyke
Name: Litz H. Van Dyke
Title: Chief Executive Officer

Holding Company and Bank Address: Employee Address:
Chief Executive Officer XXXXXXXXXXXXXXXXXX
Carter Bankshares, Inc. XXXXXXXXXXXXXXXXXX

1300 Kings Mountain Road
Martinsville, VA 24117

[Signature Page to Second Amended and Restated Employment Agreement]



EXHIBIT A

[Form of Exhibit A — Do not execute before date of termination]
SEPARATION AGREEMENT AND GENERAL RELEASE

THIS SEPARATION AGREEMENT AND GENERAL RELEASE (the “Agreement”) is made
and entered into by and between (“Employee”) and Carter Bankshares, Inc. (the “Holding
Company”’) and Carter Bank & Trust (the “Bank™) (collectively, the Holding Company and the Bank are
referred to herein as “Employer”).

Statement Of Facts

Employee’s employment with the Bank ceased on ,20__, and Employee desires to
accept the following agreements, including, without limitation, certain additional consideration from the
Bank to which Employee would not otherwise be entitled, in return for Employee’s general release and
non-disclosure agreement set forth below. Accordingly, the Bank is providing certain severance benefits
pursuant to and expressly provided by a Second Amended and Restated Employment Agreement
(“Employment Agreement”), dated . Employee, the Bank, and the Holding Company desire to
settle fully and finally all differences and disputes between them that might arise, or have arisen, out of
the Employment Agreement, Employee’s employment, and the cessation thereof.

Statement Of Terms
In consideration of the mutual promises herein, it is agreed as follows:

1. Non-Admission of Liability. Neither this Agreement nor the Bank’s offer to enter into
this Agreement shall in any way be construed as an admission by the Bank or the Holding Company that
they have acted wrongfully with respect to Employee or any other person, or that Employee has any rights
whatsoever against them.

2. Cessation of Employment. Employee represents, understands and agrees that
Employee’s employment with the Bank ceased on , 20 (“Separation Date). Effective on the
close of business , 20, Employee ceased to be an Employee of the Bank for any purpose
whatsoever and is entitled to no further payments or benefits except as provided herein.

3. Effective Date. The effective date of this Agreement shall be the eighth day after
Employee signs and delivers to the Bank and the Holding Company this Agreement (“Effective Date”)
without revocation. The Agreement cannot be signed by Employee until the Separation Date, and it must
be signed by Employee, delivered to the Director of Human Resources of the Bank, and not revoked as
set forth herein, to be effective.

4. Additional Consideration. In full consideration and as a material inducement for
Employee’s signing this Agreement, the Bank will provide additional consideration, to which Employee
would not have been otherwise entitled in the absence of this Agreement. Pursuant to Section of the

Employment Agreement, the Bank shall provide to Employee the payments and benefits referenced
therein.
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5. Cessation of Authority. Employee understands and agrees that as of the Separation Date,
Employee will be no longer authorized to incur any expenses, obligations or liabilities, or to make any
commitments on behalf of the Bank or the Holding Company.

6. Return of the Bank Materials and Property/Non-Interference. Employee understands and
agrees that Employee immediately will return to the Bank all files, memoranda, records, credit cards,
manuals, computer equipment, computer software, pagers, cellular phones, facsimile machines, vehicle,
passwords, and any other equipment and other documents, and all other physical or personal property that
Employee received from the Bank and Holding Company or that Employee used in the course of
Employee’s employment with the Bank and that are the property of the Bank and Holding Company.
Employee further agrees that Employee will provide immediately upon request any and all information
used by Employee to access any Bank database or other electronically stored information, including any
and all passwords.

7. Continuing Obligations. Employee agrees that Employee remains bound by Employee’s
obligations under Sections 8, 11, 13, 14, 15, 17, 18, 20, 21, 22, and 26 of the Employment Agreement and
that nothing herein affects or impedes the rights of the Bank and the Holding Company to enforce those
obligations and provisions, which are incorporated herein and remain in full force and effect.

8. Severability. The provisions of this Agreement are severable, and if any part of it is
found to be unenforceable, the other Sections shall remain fully valid and enforceable. This Agreement
shall survive the termination of any arrangements contained herein.

9. Complete Release. As a material inducement to the Bank and the Holding Company to
enter into this Separation Agreement and General Release, Employee hereby irrevocably and
unconditionally releases, acquits, and forever discharges the Bank, the Holding Company, and each of
their owners, predecessors, successors, assigns, agents, directors, officers, employees, representatives,
attorneys, parent companies, divisions, subsidiaries, affiliates (and agents, directors, officers, employees,
representatives and attorneys of such parent companies, divisions, subsidiaries and affiliates), and all
persons acting by, through, under or in concert with any of them (collectively “Releasees”), or any of
them, from any and all charges, complaints, claims, liabilities, obligations, promises, agreements
(including the Employment Agreement), controversies, damages, actions, causes of action, suits, rights,
demands, costs, losses, debts and expenses of any nature whatsoever, known or unknown, suspected or
unsuspected, including, but not limited to, any rights arising out of any alleged violations or breaches of
any contracts, express or implied, or any tort, or any legal restrictions on the Bank’s right to terminate
employees, or any federal, state or other governmental law, statute, regulation, or ordinance, including
without limitation (1) Title VII of the Civil Rights Act of 1964, as amended by the Civil Rights Act of
1991, (race, color, religion, sex, and national origin discrimination); (2) the Americans with Disabilities
Act (disability discrimination); (3) 42 U.S.C. § 1981 (discrimination); (4) the federal Age Discrimination
in Employment Act (age discrimination); (5) the Older Workers Benefit Protection Act; (6) the Equal Pay
Act; and (7) the Employee Retirement Income Security Act (“ERISA”) (“Claim” or “Claims”), which
Employee now has, owns or holds, or claims to have, own or hold, or which Employee at any time
heretofore had owned or held, or claimed to have owned or held, against each or any of the Releasees at
any time up to and including the Effective Date of this Agreement; provided, however, that nothing herein
shall preclude Employee from filing an administrative charge with the Equal Employment Opportunity
Commission, but Employee agrees that Employee shall not be entitled to any monetary recovery or any
other relief arising therefrom or from any subsequent lawsuit based upon such charge or any other charge
filed by anyone else.




10. Age Discrimination In Employment Act. Employee hereby acknowledges and agrees
that this Agreement and the cessation of Employee’s employment and all actions taken in connection
therewith are in compliance with the Age Discrimination in Employment Act and the Older Workers
Benefit Protection Act and that the releases set forth in Section 10 hereof shall be applicable, without
limitation, to any claims brought under these Acts. Employee further acknowledges and agrees that:

a. The release given by Employee in this Agreement is given solely in exchange for
the consideration set forth in Section 4 of this Agreement and such consideration is in addition to
anything of value which Employee was entitled to receive prior to entering into this Agreement;

b. By entering into this Agreement, Employee does not waive rights or claims that
may arise after the date this Agreement is executed;

c. Employee has been advised to consult an attorney prior to entering into this
Agreement, and this provision of the Agreement satisfies the requirement of the Older Workers
Benefit Protection Act that Employee be so advised in writing;

d. Employee has been offered twenty-one (21) [ or forty-five (45) if applicable]
calendar days from receipt of this Agreement within which to consider this Agreement; and

e. For a period of seven (7) calendar days following Employee’s execution of this
Agreement, Employee may revoke this Agreement by delivering written notice to the Bank’s
Director of Human Resources, and this Agreement shall not become effective or enforceable until
such seven (7) day period has expired.

f. No change to this Agreement, material or otherwise, shall re-start the 21-day [45-
day] period.

11. ADEA Notice [If needed for a group termination]. The information in this Notice is

provided so Employee may make an informed decision as to whether to sign this Agreement and receive
the additional consideration referenced in Section 4 hereunder. The list attached as Exhibit 1 reflects the
job titles and corresponding ages of each Employee in the class of Employees considered for termination,
ie., . Those Employees collectively comprise the decisional unit from which the
decisions at issue were made.

12. Continued Cooperation. Employee agrees that Employee will continue to provide
reasonable cooperation in connection with any litigation, judicial or administrative proceedings or
healthcare investigations, surveys or credentialing, as reasonably requested by the Bank or the Holding
Company, and for which Employee possesses relevant knowledge. Nothing herein is intended to restrict
or affect Employee’s testimony or statements, which shall at all times be truthful.

13. No Other Representations. Employee represents and acknowledges that in executing this
Agreement, Employee does not rely, and has not relied, upon any representation or statement not set forth
herein made by any of the Releasees or by any of the Releasees’ agents, representatives, or attorneys with
regard to the subject matter, basis or effect of the Agreement or otherwise.

14. Sole and Entire Agreement. This Agreement sets forth the entire agreement between the
parties hereto, and except as set forth above in Section 7 hereof in regard to continuing obligations under
the Severance Agreement and the payments to be made under the Severance Agreement, supersedes any
and all prior agreements or understandings between the parties pertaining to the subject matter hereof.
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15. Binding Effect, Assignment. This Agreement shall be binding upon and insure to the
benefit of the parties hereto and their respective heirs, representatives, successors, transferees and
permitted assigns. This Agreement shall not be assignable by Employee but shall be freely assignable by
the Bank and the Holding Company.

16. Counterparts. This Agreement may be executed by electronic signature and in two (2) or
more counterparts, each of which shall be deemed an original, but all of which together shall constitute
one (1) and the same instrument. Counterparts may be delivered by facsimile, electronic mail
(including .pdf) or other transmission method and any counterpart so delivered shall be deemed to have
been duly and validly delivered and be valid and effective for all purposes.

Date EMPLOYEE

CARTER BANKSHARES, INC.

Date By:

Title:

CARTER BANK & TRUST
Date By:

Title:
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316290450v4

CHANGE OF CONTROL SEVERANCE AGREEMENT
(As Amended and Restated)

THIS CHANGE OF CONTROL SEVERANCE AGREEMENT (this
“Agreement”), originally dated and effective as of January 8, 2018, which was amended and
restated effective as of November 20, 2020, and which is further amended and restated, effective
June 18, 2026 (the “Effective Date”), by and between Carter Bankshares, Inc. (the “Holding
Company”) and Carter Bank & Trust (the “Bank”) and Arthur Loran Adams (“Employee”).

WITNESSETH:
WHEREAS, Employee is a valuable employee of the Bank;

WHEREAS, the Bank wishes to encourage Employee to continue Employee’s career and
services with the Bank and to remain with the Bank during any potential change of control of the
Holding Company; and

WHEREAS, the Holding Company, the Bank and Employee have agreed to enter into
this Agreement, as amended and restated, to set forth the terms on which Employee may be
entitled to severance pay from the Bank following a Change of Control (as defined below).

NOW, THEREFORE, for good and valuable consideration, including the mutual
promises contained herein and the promise of severance benefits by the Bank and the Holding
Company as described below, and the payment to Employee of One Hundred Dollars ($100.00)
as additional consideration, and subject to the terms and conditions of this Agreement, it is
hereby agreed by and between the parties hereto as follows:

1. Definitions.
(a) “Cause” shall mean:
(1) Employee’s misconduct in connection with the performance of

Employee’s duties;

(11) Employee’s misappropriation or embezzlement of funds or
property of the Bank or any affiliate;

(i11))  Employee’s fraud or dishonesty with respect to the Bank or any
affiliate;

(iv)  Employee’s conviction of, indictment for (or the procedural
equivalent), or entering of a guilty plea or plea of no contest with respect to any felony, or
any misdemeanor involving moral turpitude;



Exhibit 10.7

(v) Employee’s breach of a material term of this Agreement or any
employment agreement, willful failure to perform the material duties and responsibilities
of Employee’s position, or willful violation in any material respect of any policy, code or
standard of behavior generally applicable to officers or employees of the Bank, after
being advised in writing of such breach, failure, or violation and being given a reasonable
opportunity and period (as determined by the Bank) to remedy such breach, failure or
violation (if such breach, failure or violation is deemed by the Bank to be capable of
being remedied), which period shall be not less than thirty (30) calendar days;

(vi)  Employee’s material breach of any fiduciary duty or duty of
loyalty owed to the Bank; or

(vil) Employee’s engaging in conduct that, if it became known by any
regulatory or governmental agency or the public, would be or is reasonably likely to
result, in the good faith judgment of the Bank, in injury to the Bank or Holding
Company, monetarily or otherwise.

(b) “Change of Control” shall mean the date any one of the following events
occurs after the Effective Date of this Agreement:

(1) any one person, or more than one person acting as a group,
acquires ownership of stock of the Holding Company that, together with stock held by
such person or group, constitutes more than fifty percent (50%) of the total fair market
value or total voting power of the stock of the Holding Company. However, if any one
person or group, is considered to own more than fifty percent (50%) of the total fair
market value or total voting power of the stock of the Holding Company, the acquisition
of additional stock by the same person or group is not considered to cause a Change of
Control. An increase in the percentage of stock owned by any one person or group, as a
result of a transaction in which the Holding Company acquires its stock in exchange for
property will be treated as an acquisition of stock. This applies only when there is a
transfer of stock of the Holding Company (or issuance of stock of the Holding Company)
and stock in the Holding Company remains outstanding after the transaction.

(i1) any one person, or more than one person acting as a group,
acquires (or has acquired during the twelve-month period ending on the date of the most
recent acquisition by such person or group) ownership of stock of the Holding Company
possessing thirty percent (30%) or more of the total voting power of the stock of the
Holding Company.

(ii1)) a majority of members of the Holding Company’s Board of
Directors is replaced during any twelve-month period by directors whose appointment or
election is not endorsed by a majority of the members of the Holding Company’s Board
of Directors prior to the date of the appointment or election.

(iv) any one person, or more than one person acting as a group,
acquires (or has acquired during the twelve-month period ending on the date of the most
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recent acquisition by such person or group) assets from the Holding Company that have a
total gross fair market value equal to or more than forty percent (40%) of the total gross
fair market value of all of the assets of the Holding Company immediately prior to such
acquisition or acquisitions. For this purpose, “gross fair market value” shall mean the
value of the assets of the Holding Company, or the value of the assets being disposed of,
determined without regard to any liabilities associated with such assets. A transfer of
assets by the Holding Company shall not be treated as a Change of Control if the assets
are transferred to: (A) a shareholder of the Holding Company (immediately before the
asset transfer) in exchange for or with respect to its stock; (B) an entity, fifty percent
(50%) or more of the total value or voting power of which is owned, directly or
indirectly, by the Holding Company; (C) a person, or more than one person acting as a
group, that owns, directly or indirectly, fifty percent (50%) or more of the total value or
voting power of all the outstanding stock of the Holding Company; or (D) an entity, at
least fifty percent (50%) of the total value or voting power of which is owned, directly or
indirectly, by a person described in Section 1(b)(iv)(C) above. A person’s status is
determined immediately after the transfer of the assets. For example, a transfer to a
corporation in which the Holding Company has no ownership interest before the
transaction, but which is a majority-owned subsidiary of the Holding Company after the
transaction is not treated as a Change of Control.

For purposes of Section 1(b)(i1) and (iii) above, if any one person or more than one person acting
as a group is considered to effectively control the Holding Company (within the meaning of
Section 1(b)(ii) or (iii) above), the acquisition of additional control of the Holding Company by
the same person or group is not considered to cause a Change of Control. For purposes of this
Section 1, “more than one person acting as a group” shall include the owners of a corporation
that enters into a merger, consolidation, purchase or acquisition of stock or assets, or similar
business transaction with the Holding Company. If a person, including an entity, owns stock in
both corporations that enter into a merger, consolidation, purchase or acquisition of stock or
assets, or similar transaction, such shareholder is considered to be acting as a group with other
shareholders in a corporation only with respect to the ownership in that corporation prior to the
transaction giving rise to the change and not with respect to the ownership interest in the other
corporation. Persons will not be considered to be acting as a group solely because they (I)
purchase or own stock of the same corporation at the same time, or as a result of the same public
offering, or (II) purchase assets of the same corporation at the same time. The above definition of
Change of Control is intended to and shall be interpreted and applied in a manner as to comply
with the requirements of Section 409A of the Internal Revenue Code of 1986, as amended, and
any regulations thereunder (“Code Section 409A”).

() “Good Reason” shall mean within twenty-four (24) months after a Change
of Control:

€)) a material diminution in Employee’s authority, duties, or
responsibilities;
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(11) the Bank’s required relocation of Employee to any other primary
work location more than fifty (50) miles from the Employee’s primary work location
immediately prior to the relocation, without Employee’s express written consent to such
relocation; or

(i)  a material reduction in Employee’s base salary as it exists as of the
date of the Change of Control.

Employee is required to provide notice to the Bank of the existence of a condition described in
Section 1(c) above within a sixty (60) calendar day period of the initial existence of the
condition, and the Bank shall have thirty (30) calendar days after notice to remedy the condition
without liability. If not remedied by the Bank, Employee shall have thirty (30) calendar days
after the end of such remedy period to terminate employment for Good Reason, which
termination shall be a condition of receiving benefits under Section 2(a). In the event Employee
terminates for Good Reason due to a material reduction of base salary under Section 1(c)(iii), the
amount of any severance due under this Agreement shall be determined using the base salary as
it exists as of the date of the Change of Control.

(d) “Incapacity” shall mean (1) Employee is suffering a physical or mental
impairment that renders Employee unable to perform the essential functions of Employee’s
position for thirteen (13) consecutive weeks and is then deemed to be unable to continue in the
Position for the reasonably foreseeable future by a physician selected by the Bank , or (i)
Employee is deemed totally or residually disabled as defined in the policy of disability insurance
maintained by the Bank for the benefit of Employee (and others if a group policy).
Notwithstanding any other provision in this Agreement, the Bank shall comply with all
requirements of the Americans with Disabilities Act.

2. Severance Payments and Other Matters Related to Termination of Employment.

(a) Without Cause or for Good Reason Within Two (2) Years After a Change

of Control. If Employee’s employment is involuntarily terminated without Cause (and not due to
Employee’s death or Incapacity) within two (2) years after a Change of Control shall have
occurred or if Employee resigns for Good Reason within two (2) years after a Change of Control
shall have occurred, then the Bank shall pay to Employee (subject to any applicable payroll or
other taxes required to be withheld), (i) (A) any unpaid base salary for time worked through the
date of termination payable in a lump sum on the next regularly scheduled payroll date thereafter
(but in no event later than thirty (30) days following termination); (B) any annual bonus
compensation earned and awarded during the calendar year preceding the calendar year of
termination, but not yet paid as of the date of termination, payable on the earlier of the thirtieth
(30™) day after the date of termination, or when otherwise due; and (C) any benefits vested, due
and owing pursuant to the terms of any other plans, policies or programs, payable when
otherwise due (hereinafter subsections (a)(i)(A) — (C) collectively are referred to as the
“Accrued Obligations”), and (ii) subject to Employee’s signing, delivering and not revoking a
Separation and General Release Agreement (“Release™) in a form satisfactory to the Bank and
the Holding Company that shall include the provisions similar to those attached as Exhibit A,
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which Release must be signed, delivered and not revoked within the time period set forth therein,
the following:

(A)  An amount equal to one times Employee’s base salary as in effect
at the time of termination, payable over a period of twelve (12) months in accordance
with the regular pay periods of the Bank (but not less frequently than monthly and in
equal installments) beginning on the first payroll following the date of termination of
employment; provided, however, that all payments otherwise due during the first sixty
(60) calendar days following termination of employment shall be accumulated and, if the
Release requirements have been met, paid on the sixtieth (60") calendar day following
termination of employment.

(B)  An amount equal to one times the average annual bonus payable
for the three (3) years preceding the calendar year in which the termination occurs (or, if
Employee has been employed for less than three (3) years, the average for the number of
whole years the Employee has been employed prior to the calendar year in which the
termination occurs). If no bonus was paid for a calendar year, then the amount to be used
for that year in computing the average shall be zero. The bonus amount shall be payable
over a period of twelve (12) months in accordance with the regular pay periods of the
Bank (but not less frequently than monthly and in equal installments), payable in the
same manner and at the same time as the payments in Section 2(a)(A).

(C)  An amount equal to the product of twelve (12) times the monthly
rate of the Bank’s subsidy for coverage in its medical, dental and vision plans for active
employees (including any applicable coverage for spouses and dependents) in effect for
the Employee (and Employee’s spouse or dependents, if applicable) on the date of
termination, payable in a lump sum on the sixtieth (60") day following termination of
employment.

(b) Modified Cutback of Compensation Deemed to be Contingent on a

Change of Control. If any benefits or payments are to be made under the terms of this Agreement
or any other agreement between Employee and the Holding Company and/or the Bank or a
subsidiary following a transaction that constitutes a change in the ownership or effective control
of the Holding Company or in the ownership of a substantial portion of the assets of the Holding
Company such that the provisions of Section 280G of the Internal Revenue Code of 1986, as
amended, and any regulations thereunder (“Code Section 280G”) or Section 4999 of the Internal
Revenue Code and any regulations thereunder could potentially apply to such compensation,
then the following provisions shall be applicable:

(1) In the event the independent accountants serving as auditors for the

Holding Company on the date of a change of control within the meaning of Code Section

280G (or any other independent accounting firm designated by the Holding Company)

determine that some or all of the payments or benefits scheduled under this Agreement,

as well as any other payments or benefits on such change of control, would be
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nondeductible by the Holding Company or a subsidiary under Code Section 280G, then
the payments scheduled under this Agreement and all other agreements between
Employee and the Holding Company or the Bank or a subsidiary will be reduced to one
dollar less than the maximum amount which may be paid without causing any such
payment or benefit to be nondeductible. Any reduction of benefits or payments required
to be made under this Section 2(b)(i) shall be taken in the following order: first from cash
compensation and then from payments or benefits not payable in cash, in each case in
reverse order beginning with payments or benefits which are to be paid the farthest in
time from the date of determination._

(i1) Notwithstanding the foregoing Section 2(b)(i), in the event the
independent accountants serving as auditors for the Holding Company on the date of a
change of control within the meaning of Code Section 280G (or any other independent
accounting firm designated by the Holding Company) determine that the net economic
benefit to Employee after payment of all income and excise taxes is greater without
giving effect to Section 2(b)(i) than Employee’s net economic benefit after a reduction by
reason of the application of Section 2(b)(i), then Section 2(b)(i) shall be a nullity and
without any force or effect. Any decisions regarding the requirement or implementation
of the reductions to compensation described in Section 2(b)(i) shall be made by the
independent accountants serving as auditors for the Holding Company on the date of a
change of control within the meaning of Code Section 280G (or any other independent
accounting firm designated by the Holding Company), shall be made at the Bank’s
expense and shall be binding on the parties.

(©) Other Terminations. If Employee’s employment is terminated by the Bank
or the Holding Company for any reason not covered in Section 2(a) above, including a
termination for Cause or due to Employee’s death or Incapacity or if Employee voluntarily
terminates his employment other than for Good Reason within two (2) years after a Change of
Control shall have occurred or if Employee’s employment is terminated without Cause or by
Employee for any reason other than within two (2) years after a Change of Control shall have
occurred, this Agreement shall terminate without any further obligation of the Bank or the
Holding Company to Employee other than the payment to Employee of the Accrued Obligations
(as defined in Section 2(a) above), and, if applicable, the severance provided under Section 2(e).

(d) Resignation of All Positions.  Upon termination of Employee’s
employment hereunder, regardless of the reason for the termination or whether the employment
relationship is terminated at the option of Employee or the Bank or the Holding Company,
Employee shall be deemed to have resigned from all positions that Employee holds as an officer
or, to the extent applicable, as a member of the board of directors (or a committee thereof) of the
Bank or the Holding Company or any of its affiliates.

(e) Failure to Sign Release; Certain Other Terminations. In the event that (i)
Employee’s employment is terminated without Cause or for Good Reason within the two (2)

years after a Change of Control, and Employee does not sign the Release required herein, (i)
Employee’s employment ends due to Incapacity, or (iii) Employee’s employment is terminated
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by the Bank or the Holding Company without Cause other than within the two (2) years after a
Change of Control, then Employee shall receive, as Employee’s sole severance, an amount equal
to one month of Employee’s then-base salary, payable on the sixtieth (60") calendar day
following termination of employment. This payment, along with the Accrued Obligations, shall
satisfy all obligations of the Bank and the Holding Company under this Agreement.

3. Covenants.

(a) Non-Competition. Notwithstanding the foregoing, all such payments and
benefits otherwise due under Section 2(a) of this Agreement (other than the Accrued
Obligations) shall cease to be paid, and the Bank and the Holding Company shall have no further
obligation due with respect thereto, immediately upon Employee engaging in any conduct
prohibited in this Section 3, including any of its sub-parts. In exchange for the benefits promised
in this Agreement and other valuable consideration, Employee agrees that Employee will not
engage in Competition for a period of twelve (12) months after Employee’s employment with the
Bank ceases for any reason, regardless of whether any benefits are due or owing under Section
2(a) at the time employment ceases but subject in all events to the requirement to pay the
severance amount under Section 2(e). For purposes hereof, “Competition” means Employee’s
owning, managing or controlling, or participating in the ownership, management or control, or
performing duties that are the same as or substantially similar to those duties performed by
Employee for the Bank during the last twelve (12) months of Employee’s employment, as an
officer, a director, an employee, a partner, or in any other capacity, if such ownership,
management or control, or the participation therein, or the performance of such duties are of or
performed for a bank, a bank holding company or other financial institution that provides
products or services that are the same as or substantially similar to, and competitive with, any of
the products or services provided by the Bank at the time Employee’s employment ceases. The
restrictions set forth in this Section 3(a) shall apply only to the extent that Employee’s activities
(as described above in this Section 3(a)) are on behalf of a bank, bank holding company or other
financial institution and its operations located within a fifty (50) mile radius surrounding the
headquarters of the Bank (or any Virginia or North Carolina headquarters (if any) of a successor)
or within a fifteen (15) mile radius surrounding any branch office of the Bank (or any successor
as to its Virginia and North Carolina branches only) as such headquarters and branches are
located as of the date Employee’s employment ceases. Nothing herein shall prohibit Employee
from working in a role that does not compete with the Bank or from owning securities (debt or
equity) in a publicly traded company, including competitors of the Bank, if such ownership
constitutes two percent (2%) or less of the aggregate principal amount of such securities issued
and outstanding.

(b) Non-Piracy. In exchange for the benefits promised in this Agreement and
other valuable consideration, Employee agrees that for a period of twelve (12) months after
Employee’s employment ceases for any reason, Employee will not, directly or indirectly, solicit,
divert from the Bank or transact business with any “Customer” of the Bank with whom
Employee had “Material Contact” during the last twelve (12) months of Employee’s employment
or about whom Employee obtained non-public information while acting within the scope of
Employee’s employment during the last twelve (12) months of employment, if the purpose of
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such solicitation, diversion or transaction is to provide products or services that are the same as
or substantially similar to, and competitive with, those offered by the Bank at the time
Employee’s employment ceases. “Material Contact” means that Employee personally
communicated with the Customer, either orally or in writing, for the purpose of providing,
offering to provide or assisting in providing products or services of the Bank. “Customer” means
any person or entity with whom the Bank had a depository or other contractual relationship,
pursuant to which the Bank provided products or services during the last twelve (12) months of
Employee’s employment.

() Non-Solicitation of Employees. In exchange for the benefits promised in
this Agreement and other valuable consideration, Employee agrees that for a period of twelve
(12) months after Employee’s employment ceases, for any reason, Employee will not, directly or
indirectly, hire, assist others in hiring, or solicit for hire any person, or induce or encourage any
person to terminate employment with the Bank, if such person was known by Employee to have
been an employee of the Bank at any time during the last six (6) months of Employee’s
employment and the purpose of such hire, solicitation, or inducement is to compete with the
Bank.

(d) Confidentiality. As an employee of the Bank, Employee will have access
to and may participate in the origination of non-public, proprietary and confidential information
relating to the Bank and/or its affiliates, including the Holding Company, and Employee
acknowledges a fiduciary duty owed to the Bank and its affiliates not to disclose impermissibly
any such information. Confidential information may include, but is not limited to, trade secrets,
customer lists and information, internal corporate planning, methods of marketing and operation,
and other data or information of or concerning the Holding Company or the Bank or its
customers that is not generally known to the public or generally in the banking industry. In
exchange for the benefits promised in this Agreement and other valuable consideration,
Employee agrees that during employment and for a period of five (5) years following the
cessation of employment, Employee will not use or disclose to any third party any such
confidential information, either directly or indirectly, except as may be authorized in writing
specifically by the Bank; provided, however that to the extent the information covered by this
Section 3 is otherwise protected by the law, such as “trade secrets,” as defined by the Virginia
Uniform Trade Secrets Act, or customer information protected by banking privacy laws, that
information shall not be disclosed or used for however long the legal protections applicable to
such information remain in effect.

Notwithstanding the foregoing, nothing in this Agreement is intended to prohibit
Employee from performing any duty or obligation that shall arise as a matter of law or limit
Employee’s right to communicate with any government agency. Employee shall continue to be
under a duty to truthfully respond to any legal and valid subpoena or other legal process. In the
event Employee is requested to disclose confidential information by subpoena or other legal
process or lawful exercise of authority, Employee shall promptly provide the Bank with notice of
the same and cooperate with the Bank in the Bank’s effort, at its sole expense, to avoid
disclosure. Moreover, nothing herein is intended to and shall not in any way proscribe or limit
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Employee’s right and ability to volunteer information to any federal, state, or local agency or
governmental or regulatory authority.

Federal law provides certain protections to individuals who disclose a trade secret
to their attorney, a court, or a government official in certain, confidential circumstances.
Specifically, federal law provides that an individual shall not be held criminally or civilly liable
under any federal or state trade secret law for the disclosure of a trade secret under either of the
following conditions:

. Where the disclosure is made (A) in confidence to a federal, state or local
government official, either directly or indirectly, or to an attorney; and (B)
solely for the purpose of reporting or investigating a suspected violation of
law; or

. Where the disclosure is made in a complaint or other document filed in a
lawsuit or other proceeding, if such filing is made under seal.

Federal law also provides that an individual who files a lawsuit for retaliation by an employer for
reporting a suspected violation of law may disclose the trade secret to the attorney of the
individual and use the trade secret information in the court proceeding, if the individual (A) files
any document containing the trade secret under seal; and (B) does not disclose the trade secret,
except pursuant to court order.

Furthermore, notwithstanding the foregoing, nothing in this Agreement shall prohibit Employee
from discussing or disclosing the details relating to any claims of sexual assault, including claims
under §§ 18.2-61, 18.2-67.1, 18.2-67.3 or 18.2-67.4 of the Code of Virginia, or claims of sexual
harassment, including as defined in § 30-129.4 of the Code of Virginia, and including the
settlements of such claims. In addition, nothing in this Section 3 or any other provision of this
Agreement shall (i) prohibit Employee from making reports of possible violations of federal law
or regulation to any governmental agency or entity in accordance with the provisions of and rules
promulgated under Section 21F of the Securities Exchange Act of 1934, as amended, or Section
806 of the Sarbanes-Oxley Act of 2002, or of any other whistleblower protection provisions of
federal law or regulation, or (ii) require notification or prior approval by anyone of any such
report. Finally, nothing herein shall preclude employee from discussing or disclosing the terms
and conditions of Employee’s employment or the terms and conditions of other employee’s
employment, including wages and hours, for the mutual aid or protection of any employee of the
Holding Company and the Bank, in accordance with, if applicable, the exercise of Employee’s
rights under Section 7 of the National Labor Relations Act.

(e) Remedies. Employee acknowledges that the covenants set forth in Section
3 of this Agreement are just, reasonable, and necessary to protect the legitimate business interests
of the Holding Company and the Bank. Employee further acknowledges that if Employee
breaches or threatens to breach any provision of Section 3, the Holding Company’s and Bank’s
remedies at law will be inadequate, and the Holding Company and the Bank will be irreparably
harmed. Accordingly, the Holding Company and the Bank shall be entitled to their attorney’s
fees, costs and an injunction, both preliminary and permanent, restraining Employee from such

9



Exhibit 10.7

breach or threatened breach, such injunctive relief not to preclude the Holding Company and the
Bank from pursuing all other available legal and equitable remedies, including monetary
damages.

4. Documents. All documents, records, tapes and other media of any kind or
description relating to the business of the Bank or any of its affiliates, as well as any passwords
to accounts belonging to the Bank (the “Documents’), whether or not prepared by Employee,
shall be the sole and exclusive property of the Bank. The Documents (and any copies) shall be
returned to the Bank upon Employee’s termination of employment for any reason or at such
earlier time or times as the Board of Directors of the Holding Company or its designee may
specify.

5. Severability. If any provision of this Agreement, or part thereof, is determined to
be unenforceable for any reason whatsoever, it shall be severable from the remainder of this
Agreement and shall not invalidate or affect the other provisions of this Agreement, which shall
remain in full force and effect and shall be enforceable according to their terms. No covenant
shall be dependent upon any other covenant or provision herein, each of which stands
independently.

6. Governing Law/Venue/Jury Waiver. This Agreement shall be governed by and
construed in accordance with the laws of the Commonwealth of Virginia without regard to its
conflict of law rules. The parties further agree that venue in the event of any dispute between
them for any reason shall be exclusively in the Circuit Court of the City of Martinsville, Virginia,
or the applicable federal court, at the sole option of the Holding Company or the Bank, and
Employee expressly consents to personal jurisdiction in Virginia and agrees not to object to
venue. Employee further WAIVES EMPLOYEE’S RIGHT TO TRIAL BY JURY in any
dispute of any nature as to the Bank, the Holding Company, or their officers, directors or
employees as to matters arising out of Employee’s employment. Employee acknowledges that
neither the Bank nor the Holding Company has made any representation (other than this
Agreement) to induce this waiver, that Employee is acting voluntarily, and that Employee has
had the opportunity to seek the advice of counsel.

7. Notices. All written notices required by this Agreement shall be deemed given
when delivered personally or sent by registered or certified mail, return receipt requested, to the
parties at their addresses set forth on the signature page of this Agreement. Each party may, from
time to time, designate a different address to which notices should be sent.

8. Amendment. This Agreement may not be varied, altered, modified or in any way
amended except by an instrument in writing executed by the parties hereto or their legal
representatives.

9. Binding Effect. This Agreement shall be binding upon Employee, on the Holding
Company and on the Bank, their successors and assigns, effective on the Effective Date. The
Holding Company will require any successor to all or substantially all of the business and/or
assets of the Holding Company to assume expressly and agree to perform this Agreement in the
same manner and to the same extent that the Holding Company or the Bank would be required to
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perform it if no such succession had taken place. This Agreement shall be freely assignable by
the Holding Company and the Bank.

10. No Construction Against Any Party. This Agreement is the product of informed
negotiations between Employee, the Holding Company and the Bank. If any part of this
Agreement is deemed to be unclear or ambiguous, it shall be construed as if it were drafted
jointly by all parties. Employee, the Holding Company and the Bank agree that none of the
parties was in a superior bargaining position regarding the substantive terms of this Agreement.

11. Code Section 409A Compliance.

(a) The intent of the parties is that payments and benefits under this
Agreement comply with Code Section 409A or comply with an exemption from the application
of Code Section 409A and, accordingly, all provisions of this Agreement shall be construed in a
manner consistent with the requirements for avoiding taxes or penalties under Code Section
409A.

(b) Neither Employee nor the Holding Company nor the Bank shall take any
action to accelerate or delay the payment of any monies and/or provision of any benefits in any
matter which would not be in compliance with Code Section 409A.

(0) A termination of employment shall not be deemed to have occurred for
purposes of any provision of this Agreement providing for the form or timing of payment of any
amounts or benefits upon or following a termination of employment unless such termination is
also a “separation from service” (within the meaning of Code Section 409A) and, for purposes of
any such provision of this Agreement under which (and to the extent) deferred compensation
subject to Code Section 409A is paid, references to a ‘“termination” or “termination of
employment” or like references shall mean separation from service. A “separation from service”
shall not occur under Code Section 409A unless such Employee has completely severed
Employee’s relationship with the Bank and its affiliates (as determined under Code Section
409A) or Employee has permanently decreased Employee’s services to twenty percent (20%) or
less of the average level of bona fide services over the immediately preceding thirty-six (36)
month period (or the full period if Employee has been providing services for less than thirty-six
(36) months). A leave of absence shall only trigger a termination of employment that constitutes
a separation from service at the time required under Code Section 409A. If Employee is deemed
on the date of separation from service with the Bank to be a “specified employee”, within the
meaning of that term under Code Section 409A(a)(2)(B) and using the identification
methodology selected by the Bank from time to time, or if none, the default methodology, then
with regard to any payment or benefit that is required to be delayed in compliance with Code
Section 409A(a)(2)(B), such payment or benefit shall not be made or provided prior to the earlier
of (1) the expiration of the six-month period measured from the date of Employee’s separation
from service or (i1) the date of Employee’s death. In the case of benefits required to be delayed
under Code Section 409A, however, Employee may pay the cost of benefit coverage, and thereby
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obtain benefits, during such six-month delay period and then be reimbursed by the Bank
thereafter when delayed payments are made pursuant to the next sentence. On the first day of the
seventh month following the date of Employee’s separation from service or, if earlier, on the date
of Employee’s death, all payments delayed pursuant to this Section 11(c) (whether they would
have otherwise been payable in a single sum or in installments in the absence of such delay) shall
be paid or reimbursed to Employee in a lump sum, and any remaining payments and benefits due
under this Agreement shall be paid or provided in accordance with the normal payment dates
specified for them herein. If any cash payment is delayed under this Section 11(c), then interest
shall be paid on the amount delayed calculated at the prime rate reported in The Wall Street
Journal for the date of Employee’s termination to the date of payment.

(d) With regard to any provision herein that provides for reimbursement of
expenses or in-kind benefits subject to Code Section 409A, except as permitted by Code Section
409A, (1) the right to reimbursement or in-kind benefits is not subject to liquidation or exchange
for another benefit, and (ii) the amount of expenses eligible for reimbursement, or in-kind
benefits, provided during any taxable year shall not affect the expenses eligible for
reimbursement, or in-kind benefits to be provided, in any other taxable year, provided that the
foregoing clause (ii) shall not be violated with regard to expenses reimbursed under any
arrangement covered by Code Section 105(b) solely because such expenses are subject to a limit
related to the period the arrangement is in effect. All reimbursements shall be reimbursed in
accordance with the Bank’s reimbursement policies but in no event later than the calendar year
following the calendar year in which the related expense is incurred.

(e) If under this Agreement, an amount is to be paid in two or more
installments, for purposes of Code Section 409A, each installment shall be treated as a separate
payment. In the event any payment payable upon termination of employment would be exempt
from Code Section 409A under the short-term deferral exception or the involuntary severance
exception under Treas. Reg. § 1.409A-1(b)(9)(iii) but for the amount of such payment, the
determination of the payments to Employee that are exempt under such provision shall be made
by first applying the short-term deferral exception and then by applying the involuntary
severance exception to payments based on chronological order beginning with the payments paid
closest in time on or after such termination of employment.

® When, if ever, a payment under this Agreement specifies a payment period
with reference to a number of days (e.g., “payment shall be made within ten (10) days following
the date of termination™), the actual date of payment within the specified period shall be within
the sole discretion of the Bank.

(2) Notwithstanding any of the provisions of this Agreement, neither the
Holding Company nor the Bank shall be liable to Employee if any payment or benefit which is to
be provided pursuant to this Agreement and which is considered deferred compensation subject
to Code Section 409A otherwise fails to comply with, or be exempt from, the requirements of
Code Section 409A.

12



Exhibit 10.7

12. Regulatory Limitation. Notwithstanding any other provision of this Agreement,
neither the Bank nor any affiliate shall be obligated to make, and Employee shall have no right to
receive, any payment, benefit or amount under this Agreement that would violate any law,
regulation or regulatory order applicable to the Bank or the affiliate at the time such payment is
due, including without limitation, any regulation or order of the Federal Deposit Insurance
Corporation or the Board of Governors of the Federal Reserve System or the Office of the
Comptroller of the Currency.

13. Entire Agreement. Except as otherwise provided herein, this Agreement
constitutes the entire agreement of the parties with respect to the matters addressed herein and it
supersedes all other prior agreements and understandings, both written and oral, express or
implied, with respect to the subject matter of this Agreement. It is further specifically agreed and
acknowledged that, except as provided herein, Employee shall not be entitled to severance
payments or benefits under any severance or similar plan, program, arrangement or agreement of
or the Bank for any cessation of employment occurring while this Agreement is in effect.

14. Not an Employment Agreement. This Agreement is not an employment
agreement, and nothing herein confers upon Employee a right of continued employment nor
limits the Bank’s right to terminate Employee at any time.

15. Survivability. The provisions of Sections 3, 4, 5, 6, 9, 10, and 15 shall survive the
termination of this Agreement.

16. Title. The titles and sub-headings of each Section and Sub-Section in this
Agreement are for convenience only and should not be considered part of this Agreement to aid
in interpretation or construction.

17. Counterparts/Facsimile. This Agreement may be executed and delivered in
multiple counterparts (including by Docusign or a similarly accredited secure signature service
or other electronic transmission or signature), each of which when so executed and delivered
shall be deemed to be an original, and all of which together shall constitute one and the same
instrument. Counterparts may be delivered by facsimile, e-mail (including .pdf) or other
transmission method and any counterpart so delivered shall be deemed to have been duly and
validly delivered and shall be valid and effective for all purposes.

[Signature page follows]
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IN WITNESS WHEREOQOF, the Holding Company and the Bank have caused
this Agreement to be executed by an officer thereunto duly authorized, and Employee has signed
this Agreement, all effective as of the date first above written.

CARTER BANKSHARES, INC.

By /s/ Litz H. Van Dyke
Litz H. Van Dyke
Title: Chief Executive Officer

CARTER BANK & TRUST

By /s/Litz H. Van Dyke
Litz H. Van Dyke
Title: Chief Executive Officer

Holding Company and Bank Address:

Chief Executive Officer
Carter Bankshares, Inc.
1300 Kings Mountain Road
Martinsville, VA 24117

ARTHUR LORAN ADAMS

/s/ Authur Loran Adams

Employee Address:
XXXXXXXXXXXXXX
XXXXXXXXXXXXXXXXXXXX

[Signature page to Change of Control Severance Agreement]



[Form of Exhibit A — Do not execute before date of termination]

EXHIBIT A

SEPARATION AGREEMENT AND GENERAL RELEASE

THIS SEPARATION AGREEMENT AND GENERAL RELEASE (this “Agreement”) is made
and entered into by and between (“Employee”) and Carter Bankshares, Inc. (the
“Holding Company”’) and Carter Bank & Trust (the “Bank™).

Statement Of Facts

Employee’s employment with the Bank ceased on ,202 , and Employee desires to
accept the following agreements, including, without limitation, certain additional consideration from the
Bank to which Employee would not otherwise be entitled, in return for Employee’s general release and
non-disclosure agreement set forth below. Accordingly, the Bank is providing certain severance benefits
pursuant to and expressly provided by a Change of Control Severance Agreement (“Severance
Agreement”), dated , 2025. Employee, the Bank, and the Holding Company desire to settle fully
and finally all differences and disputes between them that might arise, or have arisen, out of Employee’s
employment with the Bank, and the cessation thereof.

Statement Of Terms
In consideration of the mutual promises herein, it is agreed as follows:

1. Non-Admission of Liability. Neither this Agreement nor the Bank’s offer to enter into
this Agreement shall in any way be construed as an admission by the Bank or the Holding Company that
they have acted wrongfully with respect to Employee or any other person, or that Employee has any rights
whatsoever against them.

2. Cessation of Employment. Employee represents, understands and agrees that
Employee’s employment with the Bank ceased on , 20 (“Separation Date). Effective on the
close of business , 20, Employee ceased to be an Employee of the Bank for any purpose
whatsoever and is entitled to no further payments or benefits except as provided herein.

3. Effective Date. The effective date of this Agreement shall be the eighth day after
Employee signs and delivers to the Bank and the Holding Company this Agreement (“Effective Date”)
without revocation. This Agreement cannot be signed by Employee until the Separation Date, and it must
be delivered from Employee to the Director of Human Resources of the Bank to be effective.

4. Additional Consideration. In full consideration and as a material inducement for
Employee’s signing this Agreement, the Bank will provide additional consideration, to which Employee
would not have been otherwise entitled in the absence of this Agreement. Pursuant to Section 2(a) of the
Severance Agreement, the Bank shall provide to Employee the severance payments referenced therein.

5. Cessation of Authority. Employee understands and agrees that as of the Separation Date,
Employee will be no longer authorized to incur any expenses, obligations or liabilities, or to make any
commitments on behalf of the Bank or the Holding Company.
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6. Return of the Bank Materials and Property/Non-Interference. Employee understands and
agrees that Employee immediately will return to the Bank all files, memoranda, records, credit cards,
manuals, computer equipment, computer software, pagers, cellular phones, facsimile machines, vehicle,
passwords, and any other equipment and other documents, and all other physical or personal property that
Employee received from the Bank and Holding Company or that Employee used in the course of
Employee’s employment with the Bank and that are the property of the Bank and Holding Company.
Employee further agrees that Employee will provide immediately upon request any and all information
used by Employee to access any Bank database or other electronically stored information, including any
and all passwords.

7. Continuing Obligations. Employee agrees that Employee remains bound by Employee’s
obligations under Sections 3, 4, 5, 6, 9, 10, and 15 of the Severance Agreement and that nothing herein
affects or impedes the rights of the Bank and the Holding Company to enforce those obligations and
provisions, which are incorporated herein and remain in full force and effect.

8. Severability. The provisions of this Agreement are severable, and if any part of it is
found to be unenforceable, the other Sections shall remain fully valid and enforceable. This Agreement
shall survive the termination of any arrangements contained herein.

9. Complete Release. As a material inducement to the Bank and the Holding Company to
enter into this Separation Agreement and General Release, Employee hereby irrevocably and
unconditionally releases, acquits, and forever discharges the Bank, the Holding Company, and each of
their owners, predecessors, successors, assigns, agents, directors, officers, employees, representatives,
attorneys, parent companies, divisions, subsidiaries, affiliates (and agents, directors, officers, employees,
representatives and attorneys of such parent companies, divisions, subsidiaries and affiliates), and all
persons acting by, through, under or in concert with any of them (collectively “Releasees”), or any of
them, from any and all charges, complaints, claims, liabilities, obligations, promises, agreements,
controversies, damages, actions, causes of action, suits, rights, demands, costs, losses, debts and expenses
of any nature whatsoever, known or unknown, suspected or unsuspected, including, but not limited to,
any rights arising out of any alleged violations or breaches of any contracts, express or implied, or any
tort, or any legal restrictions on the Bank’s right to terminate employees, or any federal, state or other
governmental law, statute, regulation, or ordinance, including without limitation (1) Title VII of the Civil
Rights Act of 1964, as amended by the Civil Rights Act of 1991, (race, color, religion, sex, and national
origin discrimination); (2) the Americans with Disabilities Act (disability discrimination); (3) 42 U.S.C. §
1981 (discrimination); (4) the federal Age Discrimination in Employment Act (age discrimination); (5)
the Older Workers Benefit Protection Act; (6) the Equal Pay Act; and (7) the Employee Retirement
Income Security Act (“ERISA”) (“Claim” or “Claims”), which Employee now has, owns or holds, or
claims to have, own or hold, or which Employee at any time heretofore had owned or held, or claimed to
have owned or held, against each or any of the Releasees at any time up to and including the Effective
Date of this Agreement; provided, however, that nothing herein shall preclude Employee from filing an
administrative charge with the Equal Employment Opportunity Commission, but Employee agrees that
Employee shall not be entitled to any monetary recovery or any other relief arising therefrom or from any
subsequent lawsuit based upon such charge or any other charge filed by anyone else.

10. Age Discrimination In Employment Act. Employee hereby acknowledges and agrees
that this Agreement and the cessation of Employee’s employment and all actions taken in connection
therewith are in compliance with the Age Discrimination in Employment Act and the Older Workers
Benefit Protection Act and that the releases set forth in Section 10 hereof shall be applicable, without
limitation, to any claims brought under these Acts. Employee further acknowledges and agrees that:
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a. The release given by Employee in this Agreement is given solely in exchange for
the consideration set forth in Section 4 of this Agreement and such consideration is in addition to
anything of value which Employee was entitled to receive prior to entering into this Agreement;

b. By entering into this Agreement, Employee does not waive rights or claims that
may arise after the date this Agreement is executed;

c. Employee has been advised to consult an attorney prior to entering into this
Agreement, and this provision of this Agreement satisfies the requirement of the Older Workers
Benefit Protection Act that Employee be so advised in writing;

d. Employee has been offered twenty-one (21) [ or forty-five (45) if applicable]
calendar days from receipt of this Agreement within which to consider this Agreement; and

e. For a period of seven (7) calendar days following Employee’s execution of this
Agreement, Employee may revoke this Agreement by delivering written notice to the Bank’s
Director of Human Resources, and this Agreement shall not become effective or enforceable until
such seven (7) day period has expired.

f. No change to this Agreement, material or otherwise, shall re-start the 21-day [45-
day] period.

11. ADEA Notice [If needed for a group termination]. The information in this Notice is

provided so Employee may make an informed decision as to whether to sign this Agreement and receive
the additional consideration referenced in Section 4 hereunder. The list attached as Exhibit 1 reflects the
job titles and corresponding ages of each Employee in the class of Employees considered for termination,
ie., . Those Employees collectively comprise the decisional unit from which the
decisions at issue were made.

12. Continued Cooperation. Employee agrees that Employee will continue to provide
reasonable cooperation in connection with any litigation, judicial or administrative proceedings or
healthcare investigations, surveys or credentialing, as reasonably requested by the Bank or the Holding
Company, and for which Employee possesses relevant knowledge. Nothing herein is intended to restrict
or affect Employee’s testimony or statements, which shall at all times be truthful.

13. No Other Representations. Employee represents and acknowledges that in executing this
Agreement, Employee does not rely, and has not relied, upon any representation or statement not set forth
herein made by any of the Releasees or by any of the Releasees’ agents, representatives, or attorneys with
regard to the subject matter, basis or effect of this Agreement or otherwise.

14. Sole and Entire Agreement. This Agreement sets forth the entire agreement between the
parties hereto, and except as set forth above in Section 7 hereof in regard to continuing obligations under
the Severance Agreement and the payments to be made under the Severance Agreement, supersedes any
and all prior agreements or understandings between the parties pertaining to the subject matter hereof.

15. Binding Effect, Assignment. This Agreement shall be binding upon and insure to the
benefit of the parties hereto and their respective heirs, representatives, successors, transferees and
permitted assigns. This Agreement shall not be assignable by Employee but shall be freely assignable by
the Bank and the Holding Company.
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16. Counterparts. This Agreement may be executed by electronic signature and in two (2) or
more counterparts, each of which shall be deemed an original, but all of which together shall constitute
one (1) and the same instrument. Counterparts may be delivered by facsimile, electronic mail
(including .pdf) or other transmission method and any counterpart so delivered shall be deemed to have
been duly and validly delivered and be valid and effective for all purposes.

Date EMPLOYEE

CARTER BANKSHARES, INC.

Date By:

Title:

CARTER BANK & TRUST
Date By:

Title:
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CARTER BANKSHARES, INC. AND SUBSIDIARIES

CERTIFICATIONS
I, Litz H. Van Dyke, certify that:
1. I have reviewed this quarterly report on Form 10-Q of Carter Bankshares, Inc.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a

material fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report,
fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for,
the periods presented in this report;

4, The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(¢e) and 15d-15(e)) and internal control over financial
reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures
to be designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which
this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generally accepted
accounting principles;

c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period
covered by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual
report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over
financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal
control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of
directors (or persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record,
process, summarize and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant
role in the registrant’s internal control over financial reporting.

Date: August 6, 2026
/s/ Litz H. Van Dyke
Litz H. Van Dyke
Chief Executive Officer
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CARTER BANKSHARES, INC. AND SUBSIDIARIES

CERTIFICATIONS
I, Wendy S. Bell, certify that:
1. I have reviewed this quarterly report on Form 10-Q of Carter Bankshares, Inc.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a

material fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report,
fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for,
the periods presented in this report;

4, The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(¢e) and 15d-15(e)) and internal control over financial
reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures
to be designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which
this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generally accepted
accounting principles;

c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period
covered by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual
report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over
financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal
control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of
directors (or persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record,
process, summarize and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant
role in the registrant’s internal control over financial reporting.

Date: August 6, 2026
/s/ Wendy S. Bell
Wendy S. Bell
Chief Financial Officer




Exhibit 32

CERTIFICATION OF
PRINCIPAL EXECUTIVE OFFICER AND PRINCIPAL FINANCIAL OFFICER

Pursuant to § 906 of the Sarbanes-Oxley Act of 2002 (18 U.S.C. § 1350)

The undersigned, as the principal executive officer and principal financial officer of Carter Bankshares, Inc.,
respectively, certify that, to the best of their knowledge and belief, the Quarterly Report on Form 10-Q for the period
ended June 30, 2026, which accompanies this certification fully complies with the requirements of Section 13(a) of the
Securities Exchange Act of 1934 and the information contained in the report fairly presents, in all material respects, the
financial condition and results of operations of Carter Bankshares, Inc. at the dates and for the periods indicated. The
foregoing certification is made pursuant to § 906 of the Sarbanes-Oxley Act of 2002 (18 U.S.C. § 1350) and shall not be
relied upon for any other purpose. The undersigned expressly disclaim any obligation to update the foregoing
certification except as required by law.

Dated: August 6, 2026 /s/ Litz H. Van Dyke

Litz H. Van Dyke
Chief Executive Officer
(Principal Executive Officer)

Dated: August 6, 2026 /s/ Wendy S. Bell

Wendy S. Bell
Chief Financial Officer
(Principal Financial Officer)
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