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First United's engagement with Driver is tepid, activist says  
04 October 2019 | 19:33 UTC  

• City Holding Company or United Bankshares seen as a ‘natural buyer’  
• Board should have greater insider ownership  

Driver Management has yet to have any substantive conversations 
with First United [NASDAQ:FUNC] contrary to the bank’s comments about 
“constructive dialog” in a recent federal filing, said Abbott Cooper, founder 
and managing member.  

“Any time people raise a concern or question, they immediatel y hide behind 
Regulation FD and say ‘we’ll  have to discuss that with the board,’” Cooper 
noted. 

In a 5 September filing, First United said it was disappointed that Driver 
announced its intention to launch a “distracting and costly public 
campaign.”  

The shareholder began pressing the Oakland, Maryland -based bank publicly 
to explore a sale in March, declaring its intention to vote against the 
company’s director nominees and executive pay plan at the annual meeting. 
Driver did not mention the possibility of it s nominating an alternate slate of 
three directors until a 26 September filing –  three weeks after the 8-K. 

The company’s “odd reaction” to Driver’s sale proposal prompted Chris 
DeMuth, Jr., a partner at Rangeley Capital, to send a letter to Chairperson 
and CEO Carissa Rodeheaver on 30 September expressing concern about 
management’s apparent assumption that there is no avoiding a costly proxy 
fight with Driver.  

“The expensiveness of that process is by [the company’s] own design. If they 
hire advisors, a PR firm and a law firm to defend themselves, that’s 
something we’re very concerned about,” DeMuth told this news service.  

“If they waste our money disputing the people who own the company -- and 
who own a lot more of the company than management and the board do –  
that really reveals to us that they’re not acting in good faith.”  

DeMuth supports the idea that a sale be considered, which he’s “heard from 
numerous fellow shareholders,” but said he does not have a pre -conceived 
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notion of what would be best for the company. Rangeley owns a 1% stake in 
First United. 

As long-term owners,  “we think it’s undervalued by the market and we 
would like to have the value realized,” he said. Rangeley has advocated 
successfully for the sale of three other banks –  OBA Financial Services, 
Ocean Shore Holding and Bank of Southern Connecticut  –  in recent years, 
with the sale of a fourth,  BNCCORP  (OTCQX: BNCC) still pending.  
 
The reason that First United’s shares are up roughly 30% since March is 
“people think there’s a likelihood a sale will happen,” and “would be 
supportive of what we’re doing” to enco urage that, Cooper said.  
 
Several likely buyers  
 
Cooper sees either City Holding Company (NASDAQ: CHCO) or United 
Bankshares (NASDAQ: UBSI) as a “natural buyer” and said “a bunch of other 
banks in Pennsylvania and Virginia” would also be interested in Fir st 
United. 
 
He sees a lot of value in the bank’s trust business, which administers trusts 
for high net worth clients. Trust administration is fee -based, unlike making 
loans and accepting deposits, on which banks earn a spread, he noted.  
 
“Those trust businesses are pretty scarce,” Cooper said. “It’s the type of 
business banks really like and they grow really slowly. First United has been 
around for 100 years, so it has had time to grow its trust business. If a bank 
wants one, it’s not likely to start one on  its own.”  
 
DeMuth agrees there are several potential buyers. In addition to the trust 
business, he thinks the bank’s URL, MyBank.com, could fetch a good price in 
a separate sale. It’s “a valuable URL because it’s a generic name that would 
be useful to any institution that wants a catchy name” to enhance its search 
results, he said.  
 
Misaligned board interests   
 
Driver highlighted a number of corporate governance concerns in a 26 
September slide presentation, all of which indicate negligible alignment of 
board members’ interests with those of other shareholders. Collectively, 
the 12 directors own just 4.3% of the company’s outstanding shares -- 
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mostly through stock awards.  
 
The small percentage of stock owned by board members is upsetting when 
considering management has had years and years to accumulate stock in the 
company and have decided not to, including a time when the stock was 
traded at a huge discount to book value, Cooper said.  
 
If the board members believe the company is worth more than a prospectiv e 
bidder would pay for it, “they certainly don’t express that in their 
ownership of shares,” said DeMuth.  
 
Rodeheaver owns 0.2% of the stock, whose value represents a multiple of 
just 0.9 times her annual salary, compared with an average multiple of 8.5 
times among her peers, according to Driver’s slides. Rodeheaver is also one 
of only four joint chairperson and CEOs among First United’s 22 peer 
regional banks.  
 
Probable or clear conflicts of interest regarding six of the 12 directors 
include personal business or family ties to senior employees and other 
directors and lack of disclosure regarding banking relationships with 
director- or executive-owned businesses.  
 
The board’s average tenure is more than 15 years versus nine years among 
regional bank peers, with only two directors having any prior banking 
experience, Cooper said. One slide titled “A legacy of underperformance” 
shows a persistent disparity of at least 35% between First United’s price -
to-book-value versus that of the SNL US bank index throughout  each 
director’s tenure.  
 
Cooper sees few options for the bank with the stock’s appreciation in 
recent months showing what the market wants.  
 
“There’s no reasonable justification for them not to at least test the market 
and see what they can get in a sale,” he said. “The real hope is they take 
matters into their own hands and start acting in the interests of their 
shareholders and then we wouldn’t have to initiate a proxy contest.”  
 
First United did not respond to requests for comment.  
 
by David Bogoslaw 


