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Our Mission 
 
This Corporation was established as a “Hometown Bank” to provide a profit and to furnish the financial 
needs of its community, its people, and its businesses. We are in the financial services business, and no 
line of financial services under the law is beyond our charter as long as we are serving the needs of 
businesses and families of our community. 
 
The primary mission of this Bank is to maximize earnings for its shareholders. We want to maximize 
earnings over the long term; however, we will sacrifice short-term earnings for higher future profits when 
it is feasible. 
 
The Bank’s most important assets are our customers and employees. Our products are designed to meet 
the needs of customers, our hours are set to meet the needs of customers, and our employees are hired to 
meet the needs of our customers. High quality customer service is the true mission of this Bank. 
 
Without dedicated and responsible employees, it would be impossible for the Bank to be a responsible 
citizen of the community or to render the high-quality service our customers deserve. This Bank is and 
will be a responsible employer. All Bank employees will be treated with dignity and respect. All will be 
given equal opportunity and a fair wage regardless of race, color, religion, sex or the presence of a 
protected disability. 
 
This Bank takes its citizenship duties seriously as a responsible citizen and a business leader of our 
community. We will not knowingly take actions that are adverse to the best interest of our community, its 
businesses (including those in deprived neighborhoods), or its families (low-income families). 
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Dear Shareholders, 
 
It is my pleasure to present to you our 2021 Annual Report. Muncy Bank Financial, Inc. experienced 
another record year in 2021. Net income for the year ended December 31, 2021 was $7,635,000 or $4.75 
per share, compared to $5,748,000 or $3.57 per share for the same period in 2020. In the face of ongoing 
fallout from the COVID-19 pandemic, our Bank remains committed to providing crucial support to our 
customers and communities. During 2020 and 2021, the Bank originated total Paycheck Protection 
Program (PPP) loans of approximately $23.5 million to over 700 business customers. The Bank was able 
to strategically grow the loan portfolio and worked to deploy excess liquidity from deposit inflows into 
the investment portfolio. Net interest income also continued to be positively impacted by fees recognized 
on forgiven PPP loans, and a further reduction in cost of funds. Our favorable net interest margin and low 
level of nonperforming assets continue to drive profitability and shareholder value.   
 
Financial Performance 
 

Financial highlights for Muncy Bank Financial, Inc. as of and for the year ended December 31, 2021, 
compared to the same period in 2020, include:  

 Special 5% stock dividend in 2021 

 Cash dividend increased to $1.46/share compared to $1.41/share in 2020 

 Total Assets increased 12% to $594,334,000 

 Shareholders’ Equity increased 9% to $59,107,000 

 Total Deposits increased 16% to $527,512,000 

 Net Loans increased 10% to $441,912,000 

 Return on Average Assets was 1.33% compared to 1.13% in 2020 

 Return on Average Equity was 13.44% compared to 11.05% in 2020 
 
In the second and third quarters of 2021, the Bank recorded total gains of $1.1 million in connection with 
proceeds received on bank-owned life insurance policies, as well as a pre-tax loss of $364,000 on 
prepayment of long-term borrowings. Net income for the year ended December 31, 2021 was also 
positively impacted by recognition of PPP fees and gains on sales of secondary market mortgages of 
$823,000 and $1,258,000, respectively, compared to $401,000 and $509,000, respectively, for the same 
period in 2020. 
 
Shareholder Value 
 

Maximizing earnings for shareholders is a primary mission for Muncy Bank Financial, Inc. The total cash 
dividend payout for 2021 was $1.46 per share, a 3.5% increase over 2020. Shareholders also received a 
special 5% stock dividend on March 15, 2021. In June 2021, Muncy Bank Financial, Inc.’s common stock 
was approved for listing on OTC Markets Group Inc.'s OTCQB® Venture Market (OTCQB). The upgrade 
from OTC Pink to OTCQB provided increased visibility for our stock and introduced greater exposure to 
a wider range of potential investors. 
 
Sponsorships and Company Recognitions 
 

During 2021, the Bank entered into a six-year agreement with the City of 
Williamsport for the naming rights of Muncy Bank Ballpark at Historic 
Bowman Field. For the ninth year in a row, the Bank was named by American 
Banker Magazine and Best Companies Group as one of the Best Banks to Work 
For. We were also excited to learn that for the fourth year in a row, the readers 
of the Williamsport Sun-Gazette voted Muncy Bank the best bank and best 
financial services company.  
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Loan and Deposit Growth 
 

Maintaining asset quality is of utmost importance to the Bank. Even with the Bank’s net loan growth of 
10% in 2021, and in the face of the pandemic, the Bank’s loan portfolio remained strong. The overall 
delinquency ratio was 0.46% of gross loans as of December 31, 2021, compared to 1.21% as of December 
31, 2020. Total nonperforming assets totaled 0.16% as of December 31, 2021, compared to 0.45% as of 
December 31, 2020. The allowance for loan losses was $4,738,000 or 1.06% of gross loans at December 
31, 2021, compared to $4,268,000 or 1.05% of gross loans at December 31, 2020. The Bank experienced 
unprecedented increases in deposit levels in 2021. Total deposits increased to $527,512,000 at December 
31, 2021, compared to $454,106,000 at December 31, 2020. 
 
New South Williamsport Community Office 
 

The construction of our new facility in South Williamsport is now well 
underway. The 15,790 square foot, four floor structure, will become 
home to our ninth full-service community office. The building will also 
add much needed administrative office space. We are extremely excited 
about continuing to expand the Muncy Bank Brand into the 
Williamsport/South Williamsport market area. We look forward to a 
fourth quarter 2022 opening. 
 
Remembering Past President Dan Berninger 
 

2021 was marked by the passing of a cherished member of the Muncy Bank Family, Daniel C. Berninger, 
on May 20, 2021. Dan joined the Bank in July 1987 and became the Bank’s 7th President & CEO in 
January 1997, serving in that capacity until December 2015, and serving on the Bank’s Board of Directors 
until the time of his passing. Under Dan’s leadership the Bank was consistently recognized as a top-
performing bank among its peers and voted by its employees as one of the top banks to work for. Dan was 
beloved by the Muncy Community, his employees, shareholders and the Board of Directors. He will be 
deeply missed and his legacy will never be forgotten.  
 
Looking Forward 
 

Entering 2022, we are faced with looming issues from the pandemic including inflationary pressures, 
employment and supply chain constraints. We remain poised to address these challenges head on and look 
forward to a full recovery from pandemic related issues. We exit 2021 proud of our accomplishments and 
believe we are well positioned moving into 2022. 
 
The past 24 months have been some of the most unique and challenging times in our Bank’s history. 
I am extremely proud of how our Muncy Bank Team has handled the many challenges during this 
period, and have complete confidence we will continue to make Muncy Bank Financial, Inc. a 
profitable investment for you. 
 
On behalf of our Directors, Officers, and Employees, we thank you for your continued support and 
confidence. 
 
Sincerely, 
  

 
Robert. J. Glunk 
President & CEO 
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Earnings per share calculations have been retroactively adjusted for the 5% stock dividends declared on April 15, 2019 and
March 15, 2021.

FIVE YEAR FINANCIAL HIGHLIGHTS
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INDEPENDENT AUDITOR’S REPORT  
 
 
 
Board of Directors and Shareholders 
Muncy Bank Financial, Inc. 
Muncy, Pennsylvania 
 
Opinion 
 
We have audited the accompanying consolidated financial statements of Muncy Bank Financial, Inc. 
and subsidiary (the “Company”), which comprise the consolidated balance sheets as of December 31, 
2021 and 2020; the related consolidated statements of income, comprehensive income, changes in 
shareholders’ equity, and cash flows for the years then ended; and the related notes to the consolidated 
financial statements (collectively, the financial statements). 
 
In our opinion, the accompanying financial statements present fairly, in all material respects, the 
financial position of the Company as of December 31, 2021 and 2020, and the results of its operations 
and its cash flows for the years then ended in accordance with accounting principles generally accepted 
in the United States of America. 
 
Basis for Opinion 

We conducted our audits in accordance with auditing standards generally accepted in the United States 
of America (GAAS). Our responsibilities under those standards are further described in the Auditor’s 
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be 
independent of the Company and to meet our other ethical responsibilities, in accordance with the 
relevant ethical requirements relating to our audits. We believe that the audit evidence we have obtained 
is sufficient and appropriate to provide a basis for our audit opinion. 
 
Responsibilities of Management for the Financial Statements 

Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with accounting principles generally accepted in the United States of America, and for the 
design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
In preparing the financial statements, management is required to evaluate whether there are conditions 
or events, considered in the aggregate, that raise substantial doubt about the Company’s ability to 
continue as a going concern within one year after the date that the financial statements are issued. 
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Auditor’s Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are 
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that 
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance 
and, therefore, is not a guarantee that an audit conducted in accordance with GAAS will always detect 
a material misstatement when it exists. The risk of not detecting a material misstatement resulting from 
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional 
omissions, misrepresentations, or the override of internal control. Misstatements are considered material 
if there is a substantial likelihood that, individually or in the aggregate, they would influence the 
judgment made by a reasonable user based on the financial statements. 

In performing an audit in accordance with GAAS, we: 

 Exercise professional judgment and maintain professional skepticism throughout the audit.

 Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statements.

 Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company’s internal control. Accordingly, no such opinion
is expressed.

 Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

 Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the Company’s ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, 
the planned scope and timing of the audit, significant audit findings, and certain internal control-related 
matters that we identified during the audit. 

Cranberry Township, Pennsylvania 
February 25, 2022 
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(In Thousands, Except Share Data) 2021 2020
Cash and due from banks 3,921$              5,741$              
Interest-bearing deposits in other financial institutions 2,162                4,573                

Total cash and cash equivalents 6,083                10,314              

Interest-bearing time deposits 740                   740                   
Available-for-sale debt securities, at fair value 111,943            86,998              
Marketable equity securities, at fair value 409                   390                   

Restricted investment in bank stocks, at cost 1,600                1,314                

Loans held for sale 238                   591                   

Loans receivable 446,650            405,920            
Allowance for loan losses (4,738)               (4,268)               

Loans, net 441,912            401,652            

Premises and equipment, net 11,866              9,997                

Accrued interest receivable 1,571                1,723                
Bank-owned life insurance 14,052              15,752              

Foreclosed assets held for sale -                        160                   

Deferred tax asset, net 1,018                880                   

Other assets  2,902                1,063                

TOTAL ASSETS 594,334$        531,574$        

LIABILITIES:
Interest-bearing deposits 416,570$          367,923$          

Noninterest-bearing deposits 110,942            86,183              

Total deposits 527,512            454,106            

Short-term borrowings 1,875                7,554                
Long-term borrowings -                        10,024              
Accrued interest payable 256                   425                   

Other liabilities 5,584                5,015                

TOTAL LIABILITIES 535,227          477,124          

SHAREHOLDERS’ EQUITY:
Common stock, par value $0.4167 per share; 3,626,684 shares authorized; 
    1,793,475 and 1,708,036 shares issued; 1,608,358 and 1,531,734 shares 
    outstanding at December 31, 2021 and 2020, respectively 747                   712                   
Additional paid-in capital 9,297                6,341                
Retained earnings 51,987              49,692              

Accumulated other comprehensive income 1,058                1,687                
Treasury stock, at cost; 185,117 and 176,302 shares at December 31, 2021 
    and 2020, respectively (3,982)               (3,982)               

TOTAL SHAREHOLDERS' EQUITY 59,107             54,450             

TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY 594,334$        531,574$        

See accompanying notes to the consolidated financial statements.

MUNCY BANK FINANCIAL, INC.
CONSOLIDATED BALANCE SHEET

December 31,
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(In Thousands, Except Share Data) 2021 2020

INTEREST AND DIVIDEND INCOME:
Interest and fees on loans 19,217$         19,487$         
Interest on balances with depository institutions 54                  39                  
Investment securities:
    Taxable 330                344                

Tax-exempt 1,716             1,428             
Dividends 91                  53                  

TOTAL INTEREST AND DIVIDEND INCOME 21,408           21,351           

INTEREST EXPENSE:  
Interest on deposits 2,330             3,374             
Interest on short-term borrowings 8                    16                  
Interest on long-term borrowings 76                  182                

TOTAL INTEREST EXPENSE 2,414             3,572             

NET INTEREST INCOME 18,994          17,779          

PROVISION FOR LOAN LOSSES 550                650                

NET INTEREST INCOME AFTER PROVISION FOR LOAN LOSSES 18,444          17,129          

NON-INTEREST INCOME:
Service charges on deposit accounts 1,648             1,500             
Realized (losses) gains on available-for-sale debt securities, net (28)                 83                  
Gains on marketable equity securities 18                  15                  
Earnings on bank-owned life insurance 313                331                

Gain on bank-owned life insurance benefits 1,136             -                     
Investment services income 204                145                
Trust income 265                233                
Gains on sale of loans 1,258             509                
Other service charges and fees 320                261                

Other non-interest income 375                54                  
TOTAL NON-INTEREST INCOME 5,509             3,131             

NON-INTEREST EXPENSE:
Salaries and employee benefits 8,321             7,423             
Occupancy 732                627                
Furniture and equipment 330                349                
Data processing 1,409             1,434             
Pennsylvania shares tax 301                325                
Federal deposit insurance 147                99                  

Automated teller machine expense 542                496                
Professional fees 594                633                

Loss on prepayment of debt 364                -                     
Other non-interest expense 2,314             2,077             
TOTAL NON-INTEREST EXPENSE 15,054           13,463           

INCOME BEFORE INCOME TAX PROVISION 8,899            6,797            
INCOME TAX PROVISION 1,264             1,049             

NET INCOME 7,635$          5,748$          

EARNINGS PER SHARE - BASIC AND DILUTED 4.75$            3.57$            

MUNCY BANK FINANCIAL, INC.

CONSOLIDATED STATEMENT OF INCOME 

See accompanying notes to the consolidated financial statements.

Year Ended December 31,
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(In Thousands) 2021 2020
Net income 7,635$         5,748$          
Other comprehensive (loss) income:

Unrealized holding (loss) gain on available-for-sale debt securities (824)             1,295            
Tax effect 173              (272)             

Net realized loss (gain) included in net income 28                (83)               
Tax effect (6)                 17                 

Total other comprehensive (loss) income (629)             957               
Comprehensive income 7,006$         6,705$          

MUNCY BANK FINANCIAL, INC.
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

See accompanying notes to the consolidated financial statements.

Year Ended December 31,
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(In Thousands, Except Per Share Data)
COMMON 

STOCK

ADDITIONAL 
PAID-IN 

CAPITAL
RETAINED 
EARNINGS

ACCUMULATED 
OTHER 

COMPREHENSIVE 
INCOME

TREASURY 
STOCK

TOTAL 
SHAREHOLDERS’ 

EQUITY

Balance, January 1, 2020 712$            6,341$               46,104$         730$                             (3,982)$          49,905$                        

Net income -                   -                        5,748             -                                   -                     5,748                            

Other comprehensive income -                   -                        -                     957                               -                     957                               

Cash dividends declared, $1.41 per share -                   -                        (2,160)            -                                   -                     (2,160)                          

Balance, December 31, 2020 712              6,341                 49,692           1,687                            (3,982)            54,450                          

Net income -                   -                        7,635             -                                   -                     7,635                            

Other comprehensive loss -                   -                        -                     (629)                             -                     (629)                             

Cash dividends declared, $1.46 per share -                   -                        (2,349)            -                                   -                     (2,349)                          

Stock dividend declared - 5% 35                2,956                 (2,991)            -                                   -                     -                                   

Balance, December 31, 2021 747$            9,297$               51,987$         1,058$                          (3,982)$          59,107$                        

See accompanying notes to the consolidated financial statements.

MUNCY BANK FINANCIAL, INC.
CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY
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(In Thousands) 2021 2020

OPERATING ACTIVITIES:

Net income 7,635$              5,748$              
Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation 461                   432                   
Provision for loan losses 550                   650                   
Amortization and accretion of investment securities 454                   252                   
Realized losses (gains) on available-for-sale debt securities, net 28                     (83)                    
Gains on marketable equity securities (18)                    (15)                    
Loss on sale of foreclosed assets held for sale 12                     -                    
Write-down of foreclosed assets held for sale 15                     10                     
Earnings on bank-owned life insurance (313)                  (331)                  
Gain on life insurance benefits (1,136)               -                    
Deferred income taxes 30                     (72)                    
Origination of loans held for sale (36,648)             (29,469)             
Proceeds from sale of loans 38,259              29,387              
Gains on sale of loans (1,258)               (509)                  
Increase in accrued interest receivable and other assets (1,687)               (359)                  
Increase in accrued interest payable and other liabilities 660                   503                   

Net cash provided by operating activities 7,044                6,144                

INVESTING ACTIVITIES:

Available-for-sale debt securities:

     Proceeds from sales 3,000                -                    
     Proceeds from paydowns, calls and maturities 19,348              21,371              
     Purchases (48,572)             (33,729)             
Purchases of marketable equity securities -                    (375)                  
Proceeds from maturities of interest-bearing time deposits -                    248                   
Net increase in loans (41,070)             (21,256)             
Proceeds from bank-owned life insurance 2,888                -                    
Purchase of bank-owned life insurance -                    (1,620)               
Purchases of restricted investment in bank stocks (1,464)               (1,996)               
Redemption of restricted investment in bank stocks 1,178                2,037                
Acquisition of premises and equipment (2,333)               (1,865)               
Proceeds from sale of premises and equipment 3                       -                    
Proceeds from sale of foreclosed assets 393                   100                   

Net cash used by investing activities (66,629)             (37,085)             

FINANCING ACTIVITIES:

Net increase in interest-bearing deposits 48,647              14,214              
Net increase in noninterest-bearing deposits 24,759              18,761              
Net (decrease) increase in short-term borrowings (5,679)               4,127                
Repayment of long-term borrowings (10,024)             (3)                      
Cash dividends paid (2,349)               (2,160)               

Net cash provided by financing activities 55,354              34,939              
NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS (4,231)               3,998                
CASH AND CASH EQUIVALENTS, BEGINNING 10,314              6,316                

CASH AND CASH EQUIVALENTS, ENDING 6,083$              10,314$            

SUPPLEMENTAL CASH FLOW INFORMATION:

Interest paid 2,583$              3,744$              

Income taxes paid 1,300$              1,025$              

Right-of-use assets obtained in exchange for new operating lease liabilities -$                  236$                 

Loans transferred to foreclosed real estate during the year 260$                 270$                 

Stock dividend 2,991$              -$                  

CONSOLIDATED STATEMENT OF CASH FLOWS

MUNCY BANK FINANCIAL, INC.

See accompanying notes to the consolidated financial statements.

Year Ended December 31,
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MUNCY BANK FINANCIAL, INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

 
NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
Principles of Consolidation 
 
The consolidated financial statements include the accounts of Muncy Bank Financial, Inc. (Company), and its 
wholly-owned subsidiary, The Muncy Bank & Trust Company (Bank). All significant intercompany balances and 
transactions have been eliminated.  
 
Nature of Operations 
 
The Bank provides a variety of financial services including, but not limited to, personal loans, credit lines, business 
loans, real estate loans, investment services, trust services, and various types of demand and time deposits including 
checking accounts, savings accounts, money market accounts, certificates of deposit, and IRAs. Deposits are insured 
by the Federal Deposit Insurance Corporation (FDIC) to the extent provided by law. Services are provided to 
individuals, non-profits, and corporations through its eight offices located in Muncy, Hughesville, Clarkstown, 
Montoursville, Dewart, Avis, Linden and Montgomery Pennsylvania. 
 
Use of Estimates 
 
The preparation of financial statements in conformity with accounting principles generally accepted in the United 
States of America (GAAP) requires management to make estimates and assumptions that affect the reported 
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the consolidated 
financial statements and the reported amounts of income and expenses during the reporting period. Actual results 
may differ from those estimates. 
 
Material estimates that are particularly susceptible to significant change in the near term relate to the determination 
of the allowance for loan losses, valuation of net deferred tax assets and liabilities, other than temporary impairment 
of available-for-sale debt securities and fair value of financial instruments. 
 
Cash and Cash Equivalents 
 
Cash and cash equivalents include cash on hand and in banks and federal funds sold. Interest-earning deposits have 
original maturities of 90 days or less. Net cash flows are reported for loan, deposit, and short-term borrowing 
transactions.  
 
Interest-Bearing Time Deposits 
 
Interest-bearing time deposits have original maturities in excess of one year and are carried at cost.  
 
Available-For-Sale Debt Securities 
 
Debt securities classified as available-for-sale are carried at fair value with unrealized gains and losses, net of the 
related tax effects, reflected as a separate component of stockholders’ equity. Investment securities are classified at 
the time of purchase, based on management’s intention and ability, as securities held-to-maturity, securities 
available-for-sale, or securities held for trading. Debt securities acquired with the intent and ability to hold to 
maturity are stated at cost, adjusted for amortization of premium and accretion of discount, which are computed 
using the interest method and recognized as adjustments of interest income. Debt securities which are held 
principally as a source of liquidity are classified as available-for-sale. Debt securities that are bought and held 
principally for the purpose of selling them in the near term are classified as trading securities and reported at fair 
value, with unrealized gains and losses included in current earnings. Realized security gains and losses are computed 
using the specific identification method. The Company does not hold any held-to-maturity or trading securities as 
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of December 31, 2021 and 2020. Interest and dividends on investment securities are recognized as income when 
earned. 
 
Securities are periodically reviewed for other-than-temporary impairment based upon a number of factors, 
including, but not limited to, the length of time and extent to which the fair value has been less than cost, the 
financial condition of the underlying issuer, the ability of the issuer to meet contractual obligations, the likelihood 
of the security’s ability to recover any decline in its fair value, whether it is more likely than not that the Company 
would be required to sell the security before its anticipated recovery in fair value, and a review of the Company’s 
capital adequacy, interest rate risk position, and liquidity. The assessment of a security’s ability to recover any 
decline in fair value, the ability of the issuer to meet contractual obligations, and management’s intent and ability 
requires considerable judgment. A decline in value that is considered to be other-than-temporary is recorded as a 
loss within non-interest income in the Consolidated Statement of Income. The Company has not recognized any 
other-than-temporary impairment losses in the years ended December 31, 2021 or 2020.  
 
Marketable Equity Securities 
 
Marketable equity securities are carried at fair value with unrealized gains and losses included in net income.  
 
Restricted Investment in Bank Stocks 
 
Restricted investment in bank stocks represent required investments in the common stock of correspondent banks 
and consists of common stock of the Federal Home Loan Bank of Pittsburgh (FHLB) of $1,535,000 and $1,249,000 
at December 31, 2021 and 2020, respectively, and other correspondent banks of $65,000 at December 31, 2021 and 
2020. As no active market exists for this stock, it is carried at cost. As a member of the FHLB, the Bank is required 
to maintain an investment in FHLB stock based on advances and other criteria. The Bank evaluated its holding of 
restricted stock for impairment and deemed the stock to not be impaired at December 31, 2021 and 2020. 
 
Loans Held for Sale 
 
Mortgage loans originated and intended for sale in the secondary market are carried at the lower of aggregate cost 
or estimated fair value, as determined by outstanding commitments from investors. Net unrealized losses, if any, 
are recorded as a valuation allowance and charged to earnings. 
 
Mortgage loans held for sale are generally sold with servicing rights retained; the mortgage servicing rights are 
recognized as assets upon the sale. See further information for accounting for these assets under “Mortgage 
Servicing Rights.” Gains and losses on sales of mortgage loans are based on the difference between the selling price 
and the carrying value of the related loan sold.  
 
Loans Receivable 
 
Loans receivable that management has the intent and ability to hold for the foreseeable future or until maturity or 
payoff generally are reported at unpaid principal balance, net of unamortized deferred loan fees and costs, and an 
allowance for loan losses.  Interest on fixed rate real estate loans and most business loans is accrued using a 360-
day year. Interest on other loans is accrued over the term of each loan generally using the simple interest method 
based on a 365-day year. The Company recognizes nonrefundable loan origination fees and certain direct loan 
origination costs over the life of the related loans as an adjustment of loan yield using the interest method. 
 
A loan is considered past due when a required payment is not received by the scheduled due date and is considered 
delinquent when it is 30 days or more past due. Loans are placed on nonaccrual status when principal or interest is 
past due 90 days or more and the collection of interest is doubtful, except for residential mortgage loans secured by 
1-4 family dwellings. Residential mortgage loans are placed on nonaccrual status when it is established that funds 
are not available for repayment. Interest accrued but not collected as of the date of placement on nonaccrual status 
is reversed and charged against current income. Interest income on nonaccrual loans is recognized only to the extent 
of interest payments received. Loans are returned to the accrual status when the borrower makes six consecutive 
payments by the due date. 
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Allowance for Loan Losses 
 
The allowance for loan losses (allowance) represents management's estimate of losses inherent in the loan portfolio 
as of the balance sheet date and is recorded as a reduction to loans. The allowance for loan losses is increased by 
the provision for loan losses, and decreased by chargeoffs, net of recoveries. Loans deemed to be uncollectible are 
charged against the allowance for loan losses, and subsequent recoveries, if any, are credited to the allowance. All, 
or part, of the principal balance of loans receivable are charged off to the allowance as soon as it is determined that 
the repayment of all, or part, of the principal balance is highly unlikely. The Company’s charge-off policy considers 
each loan on an individual basis. Non-residential consumer loans are generally charged off no later than 120 days 
past due on a contractual basis, earlier in the event of bankruptcy, or if there is an amount deemed uncollectible. 
The allowance for loan losses is maintained at a level considered adequate to provide for losses that can be 
reasonably anticipated. Management performs a quarterly evaluation of the adequacy of the allowance. The 
allowance is based on the Company's past loan loss experience, known and inherent risks in the portfolio, adverse 
situations that may affect the borrower's ability to repay, the estimated value of any underlying collateral, 
composition of the loan portfolio, current economic conditions and other relevant factors. This evaluation is 
inherently subjective as it requires material estimates that may be susceptible to significant revision as more 
information becomes available. 
 
The allowance consists of specific, general and unallocated components. The specific component relates to loans 
that are classified as impaired. For loans that are classified as impaired, an allowance is established when the 
discounted cash flows (or collateral value or observable market price) of the impaired loan is lower than the carrying 
value of that loan. The general component covers pools of loans by loan class including commercial loans not 
considered impaired, as well as smaller balance homogeneous loans, such as residential real estate, home equity 
and other consumer loans. These pools of loans are evaluated for loss exposure based upon historical loss rates for 
each of these categories of loans, adjusted for qualitative factors. These qualitative risk factors include: 
 

1. Lending policies and procedures, including underwriting standards and collection, chargeoff, and 
recovery practices. 

2. National, regional, and local economic and business conditions as well as the condition of various 
market segments. 

3. Nature and volume of the portfolio and terms of loans. 
4. Experience, ability, and depth of lending management and staff. 
5. Volume and severity of past due, classified and nonaccrual loans as well as and other loan 

modifications. 
6. Quality of the Company's loan review system, and the degree of oversight by the Company's Board of 

Directors. 
7. Underlying collateral on collateral-dependent loans, including collateral position trends. 
8. Existence and effect of any concentrations of credit and changes in the level of such concentrations. 
9. Other external factors, such as regulatory issues, competition, and the impact on the current level of 

the Company’s current loan losses. 
 
Each factor is assigned a value to reflect improving, stable or declining conditions based on management's best 
judgment using relevant information available at the time of the evaluation. Adjustments to the factors are supported 
through documentation of changes in conditions in a narrative accompanying the allowance calculation. 
 
An unallocated component is maintained to cover uncertainties that could affect management's estimate of probable 
losses. The unallocated component of the allowance reflects the margin of imprecision inherent in the underlying 
assumptions used in the methodologies for estimating specific and general losses in the portfolio. 
 
A loan is considered impaired when, based on current information and events, it is probable that the Company will 
be unable to collect the scheduled payments of principal or interest when due according to the contractual terms of 
the loan agreement. Factors considered by management in determining impairment include payment status, 
collateral value and the probability of collecting scheduled principal and interest payments when due. Loans that 
experience insignificant payment delays and payment shortfalls generally are not classified as impaired. 
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Management determines the significance of payment delays and payment shortfalls on a case-by-case basis, taking 
into consideration all of the circumstances surrounding the loan and the borrower, including the length of the delay, 
the reasons for the delay, the borrower's prior payment record and the amount of the shortfall in relation to the 
principal and interest owed. Impairment is measured on a loan-by-loan basis for commercial loans and commercial 
real estate loans by either the present value of expected future cash flows discounted at the loan's effective interest 
rate or the fair value of the collateral if the loan is collateral dependent. An allowance for loan losses is established 
for an impaired loan if its carrying value exceeds its estimated fair value.  
 
For loans secured by real estate, estimated fair values are determined primarily through third-party appraisals. When 
a real estate secured loan becomes impaired, a decision is made regarding whether an updated certified appraisal of 
the real estate is necessary. This decision is based on various considerations, including the age of the most recent 
appraisal, the loan-to-value ratio based on the original appraisal and the condition of the property. Appraised values 
may be discounted to arrive at the estimated selling price of the collateral, which is considered to be the estimated 
fair value. The discounts also include estimated costs to sell the property. 
 
For loans secured by non-real estate collateral, such as accounts receivable, inventory and equipment, estimated fair 
values are determined based on the borrower's financial statements, inventory reports, accounts receivable agings 
or equipment appraisals or invoices. Indications of value from these sources are generally discounted based on the 
age of the financial information or the quality of the assets. 
 
Large groups of smaller balance homogeneous loans are collectively evaluated for impairment. Accordingly, the 
Company does not separately identify individual residential mortgage loans, home equity loans and other consumer 
loans for impairment disclosures, unless such loans are the subject of a troubled debt restructuring agreement. 
 
Loans whose terms are modified are classified as troubled debt restructurings if the Company grants such borrowers 
concessions for economic or legal reasons and it is deemed that those borrowers are experiencing financial 
difficulty. Concessions granted under a troubled debt restructuring generally involve a temporary or permanent 
reduction in interest rate, a modified rate that is below the market rate given the associated credit risk, an extension 
of a loan's stated maturity date or payment modifications to better match the timing of cash flows due under the 
restructured terms with the cash flows from the borrowers’ operations. Loan modifications are intended to minimize 
the economic loss and to avoid foreclosure or repossession of the collateral. Non-accrual troubled debt 
restructurings are restored to accrual status if principal and interest payments, under the modified terms, are current 
for a reasonable period of time, generally six consecutive months after modification. Loans classified as troubled 
debt restructurings are designated as impaired. 
 
The Company identifies loans for potential restructure primarily through direct communication with the borrower 
and evaluation of the borrower’s financial statements, revenue projections, tax returns, and credit reports. Even if 
the borrower is not presently in default, management will consider the likelihood that cash flow shortages, adverse 
economic conditions, and negative trends may result in a payment default in the near future. 
 
The allowance calculation methodology includes further segregation of loan classes into risk rating categories. The 
borrower's overall financial condition, repayment sources, guarantors and value of collateral, if appropriate, are 
evaluated annually for commercial and commercial real estate loans or when credit deficiencies arise, such as 
delinquent loan payments, for commercial and consumer loans. Credit quality risk ratings include regulatory 
classifications of special mention, substandard, doubtful and loss. 
 
In addition, Federal and State regulatory agencies, as an integral part of their examination process, periodically 
review the Company's allowance for loan losses and may require the Company to recognize additions to the 
allowance based on their judgments about information available to them at the time of their examination, which 
may not be currently available to management. Based on management's comprehensive analysis of the loan 
portfolio, management believes the current level of the allowance for loan losses is adequate. 
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Mortgage Servicing Rights 
 
When mortgage loans are sold with servicing retained, servicing rights are initially recorded at fair value with the 
income statement effect recorded in gains on sale of loans. Fair value is based on market prices for comparable 
mortgage servicing contracts, when available or alternatively, is based on a valuation model that calculates the 
present value of estimated future net servicing income. All classes of servicing assets are subsequently measured 
using the amortization method which requires servicing rights to be amortized into non-interest income in 
proportion to, and over the period of, the estimated future net servicing income of the underlying loans. Mortgage 
servicing rights are reported in other assets on the Consolidated Balance Sheet. Servicing rights are evaluated for 
impairment annually based upon the fair value of the rights as compared to the carrying amount. Significant inputs 
to the fair value of mortgage servicing rights include expected net servicing income to be received, the expected 
life of the underlying loans and the discount rate. No impairment losses on mortgage servicing rights were recorded 
for the years ended December 31, 2021 and 2020. 
 
Total loans serviced for the benefit of others amounted to $75,746,000 and $49,577,000 at December 31, 2021 and 
2020, respectively, and are not included in the Consolidated Balance Sheet. Servicing fee income, which is reported 
on the Consolidated Statement of Income as other service charges and fees, is recorded for fees earned for servicing 
loans. The fees are based on a contractual percentage of the outstanding principal; or a fixed amount per loan and 
are recorded as income when earned. The amortization of mortgage servicing rights is netted against loan servicing 
fee income. Net servicing fees totaled $256,000 and $193,000 for the years ended December 31, 2021 and 2020, 
respectively. 
 
Transfers of Financial Assets 
 
Transfers of financial assets are accounted for as sales, when control over the assets has been surrendered. Control 
over transferred assets is deemed to be surrendered when (1) the assets have been isolated from the Company, (2) 
the transferee obtains the right (free of conditions that constrain it from taking advantage of that right) to pledge or 
exchange the transferred assets, and (3) the Company does not maintain effective control over the transferred assets 
through an agreement to repurchase them before their maturity.  
 
Foreclosed Assets Held For Sale 
 
Foreclosed assets are held for sale and are initially recorded at fair value less cost to sell at the date of foreclosure, 
establishing a new cost basis. Subsequent to foreclosure, valuations are periodically performed by management and 
assets are carried at the lower of the carrying amount or fair value less cost to sell. Net operating expenses and gains 
and losses realized from disposition are included in non-interest expense and income, respectively, within the 
Consolidated Statement of Income. The carrying amount of foreclosed residential real estate properties held as a 
result of obtaining physical possession (included in Foreclosed assets held for sale in the Consolidated Balance 
Sheet) were $0 and $70,000 at December 31, 2021 and 2020, respectively. The recorded investment of consumer 
mortgage loans secured by residential real properties for which formal foreclosure proceedings were in process 
were $47,000 and $94,000 at December 31, 2021 and 2020, respectively.  
 
Premises and Equipment 
 
Land is carried at cost. Premises and equipment are stated at cost less accumulated depreciation. Depreciation is 
computed using straight-line and accelerated methods over the estimated useful lives of the related assets, which 
range from five to ten years for furniture, fixtures, and equipment and fifteen to forty years for buildings and 
improvements. Costs incurred for routine maintenance and repairs are charged to operations as incurred. Costs of 
major additions and improvements are capitalized. 
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Bank-Owned Life Insurance 
 
The Company has purchased life insurance policies on certain officers and directors. Bank-owned life insurance is 
recorded at its cash surrender value, or the amount that can be realized. Increases in the cash surrender value, and 
gains received upon the death of an insured, are recognized as a component of non-interest income within the 
Consolidated Statement of Income. The policies can be liquidated, if necessary, with tax costs associated. However, 
the Company intends to hold these policies and accordingly, the Company has not provided for deferred income 
taxes on the earnings from the increase in cash surrender value.  
 
Advertising Costs 
 
Advertising costs are expensed as incurred. Advertising expenses amounted to $227,000 and $154,000 during the 
years ended December 31, 2021 and 2020, respectively. 
 
Trust Assets and Income 
 
Assets held by the Company in a fiduciary or agency capacity for its customers are not included in the consolidated 
financial statements since such items are not assets of the Company. 
 
Income Taxes 
 
The Company and Bank file a consolidated federal income tax return. Deferred tax assets and liabilities result from 
temporary differences in financial and income tax methods of accounting, and are reflected at currently enacted 
income tax rates. As changes in tax laws or rates are enacted, deferred tax assets and liabilities are adjusted through 
the provision for income taxes.  
 
The Company has evaluated its material tax positions as of December 31, 2021 and 2020 in accordance with GAAP. 
Under the “more-likely-than-not” threshold guidelines, the Company believes no significant uncertain tax positions 
exist, either individually or in the aggregate, that would give rise to the non-recognition of an existing tax benefit. 
In periods subsequent to December 31, 2021, determinations of potentially adverse material tax positions will be 
evaluated to determine whether an uncertain tax position may have previously existed or has been originated. In the 
event an adverse tax position is determined to exist, penalty and interest will be accrued, in accordance with the 
Internal Revenue Service guidelines, and recorded as a component of non-interest expense in the Consolidated 
Statement of Income. 
 
Treasury Stock 
 
Common stock shares repurchased are recorded as treasury stock at cost. Shares reissued out of treasury are recorded 
utilizing the specific identification method on a last in first out basis. 
 
Earnings Per Share 
 
Earnings per share is calculated as net income divided by the weighted average number of shares outstanding during 
the period. The weighted average shares outstanding during 2021 and 2020 were 1,608,358. Treasury shares are not 
deemed outstanding for earnings per share calculations. Earnings per share calculations give retroactive effect to 
stock dividends declared by the Company. 
 
Comprehensive Income 
 
The Company is required to present comprehensive income and its components in a full set of general-purpose 
financial statements for all periods presented. The Company’s other comprehensive income is composed 
exclusively of the net unrealized gains attributable to available-for-sale debt securities. 
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Revenue Recognition 
 
Under Financial Accounting Standards Board (FASB) Accounting Standards Codification (ASC) Topic 606, 
management determined that the primary sources of revenue, originating from interest and dividend income on 
loans and investments along with non-interest income resulting from investment securities gains, loans servicing, 
gains on loans sold, and earnings on bank-owned life insurance, are not within scope of this Topic. The main sources 
of non-interest income within the scope of the standard are as follows: 
 
Service Charges on Deposit Accounts 
Service charges on deposit accounts consist of monthly service fees and other deposit account related fees. The 
Company’s performance obligation for monthly service fees is generally satisfied, and the related revenue 
recognized, over the period in which the service is provided. Other deposit account related fees are largely 
transactional based, and therefore, the Company’s performance obligation is satisfied and related revenue 
recognized, at a point in time. Payment for service charges on deposit accounts is primarily received immediately 
or in the following month through a direct charge to customers’ accounts. 
 
Investment Services Income 
Investment services income primarily consists of commissions received on product sales. The Company acts as an 
intermediary between the Company’s customer and the insurance carrier or broker. The Company’s performance 
obligation is generally satisfied upon the issuance of the policy or purchase of investment. Shortly after the 
transaction is completed, the carrier or broker remits the commission payment to the Company, and the Company 
recognizes the revenue. 
 
Trust Income 
Trust income is primarily comprised of fees earned from the management and administration of trusts and other 
customer assets. The Company’s performance obligation is generally satisfied over time and the resulting fees are 
recognized quarterly, based upon the quarter-end market value of the assets under management and the applicable 
fee rate. Payment is generally received a few days prior to quarter-end through a direct charge to customers’ 
accounts. Optional services are also available to existing trust and asset management customers. The Company’s 
performance obligation for these transactional-based services is generally satisfied and related revenue recognized, 
at a point in time (i.e. as incurred). Payment is received shortly after services are rendered. 
 
Other Operating Income 
Other operating income is primarily comprised of credit card income, gains on disposal of assets, miscellaneous 
income, and other services charges and fees. Credit card income is primarily comprised of fees earned from issuance 
and dollars charged on credit cards. Other service charges include revenue from returned item service charges and 
safe deposit box rent. The Company’s performance obligation for credit card income, gains on disposal of assets, 
and other service charges are largely satisfied, and related revenue recognized when the services are rendered or 
upon completion. Payment is typically received immediately or in the following month. 
 
Segment Reporting 
 
The Company has determined that its only reportable segment is community banking. 
 
Reclassification of Comparative Amounts 
 
Certain items previously reported have been reclassified to conform to the current year’s format. Such 
reclassifications did not affect net income or shareholders’ equity. 
 
Recently Issued But Not Yet Effective Accounting Pronouncements 
 
In June 2016, the FASB issued Accounting Standard Update (ASU) No. 2016-13, Financial Instruments-Credit 
Losses (Topic 326): Measurement of Credit Losses on Financial Instruments. ASU No. 2016-13 requires financial 
assets measured at amortized cost to be presented at the net amount expected to be collected, through an allowance 
for credit losses that is deducted from the amortized cost basis. The measurement of expected credit losses is based 
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on relevant information about past events, including historical experience, current conditions, and reasonable and 
supportable forecasts that affect the collectability of the reported amount. ASU No. 2016-13 is effective for annual 
periods and interim periods within those annual periods beginning after December 15, 2019. Early adoption is 
permitted for annual and interim periods beginning after December 15, 2018. In October 2019, the FASB approved 
an August 2019 proposal to delay the effective date to fiscal years, and interim periods within those fiscal years, 
beginning after December 15, 2022. The effect of implementing this ASU is recorded through a cumulative-effect 
adjustment to retained earnings. The Company has formed a cross functional management team and is working with 
an outside vendor assessing alternative loss estimation methodologies and the Company’s data and system needs to 
evaluate the impact that adoption of this standard will have on the Company’s financial condition and results of 
operations. 
 
 
NOTE 2 – ACCUMULATED OTHER COMPREHENSIVE INCOME  
 
The changes in accumulated other comprehensive income by component, net of tax, for the years ended December 
31, 2021 and 2020 were as follows: 
 

 
The reclassifications out of accumulated other comprehensive income shown, net of tax, as of December 31, 2021, 
and 2020 were as follows: 
 

 
 

 
 
 

(In Thousands)

 Unrealized Gain on 
Available-for-Sale Debt 

Securities (a) 

Balance, December 31, 2019 730$                             

Other comprehensive income before reclassifications, net of tax 1,023                             
Amounts reclassified from accumulated other comprehensive income,
net of tax (66)                                
Net change in accumulated other comprehensive income 957                                

Balance, December 31, 2020 1,687                            

Other comprehensive loss before reclassifications, net of tax (651)                              
Amounts reclassified from accumulated other comprehensive loss, net
of tax 22                                 
Net change in accumulated other comprehensive income (629)                              

Balance, December 31, 2021 1,058$                          

(a) All amounts are net of tax. Amounts in parentheses indicate debits.

2021 2020

Net realized (losses) gains on available-for-sale debt 
securities

(28)$                    83$                     
Realized (losses) gains 

on available-for-sale 
debt securities, net

Income tax effect 6                         (17)                      Income tax provision
(22)$                    66$                     

(a) All amounts are net of tax. Amounts in parentheses indicate debits.

Amount Reclassified from 
Accumulated Other 

Comprehensive Income (a)(In Thousands)
Details about accumulated other comprehensive income 

Affected Line Item in 
the Consolidated 

Statement of Income
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NOTE 3 – SECURITIES 
 
The amortized cost, gross unrealized gains and losses, and fair value of securities are as follows at December 31: 
 
 

 
The amortized cost and fair value of debt securities at December 31, 2021, by contractual maturity, are shown 
below. Expected maturities may differ from contractual maturities because borrowers may have the right to call or 
prepay obligations with or without call or prepayment penalties. 
 

 
 
 

(In Thousands) 
Amortized 

Cost

Gross 
Unrealized 

Gains

Gross 
Unrealized 

Losses
Fair 

Value

State and political securities 82,902$       1,625$       (176)$       84,351$   
Mortgage-backed securities 18,066         140           (145)         18,061     
Collateralized mortgage obligations 9,336          41             (144)         9,233       
Other debt securities 300             -            (2)             298         

Total debt securities 110,604       1,806         (467)         111,943   
Marketable equity securities 375             34             -           409         
Restricted investment in bank stocks 1,600          -            -           1,600       

Total investment securities 112,579$     1,840$       (467)$       113,952$ 

(In Thousands) 
Amortized 

Cost

Gross 
Unrealized 

Gains

Gross 
Unrealized 

Losses
Fair 

Value

State and political securities 72,139$       1,789$       (25)$         73,903$   
Mortgage-backed securities 10,313         300           (10)           10,603     
Collateralized mortgage obligations 1,986          82             (1)             2,067       
Other debt securities 425             -            -           425         

Total debt securities 84,863         2,171         (36)           86,998     
Marketable equity securities 375             15             -           390         
Restricted investment in bank stocks 1,314          -            -           1,314       

Total investment securities 86,552$       2,186$       (36)$         88,702$   

2021

2020

(In Thousands) 
Amortized 

Cost Fair Value

Due in one year or less 225$           225$         
Due after 1 year to 5 years 4,233          4,249         
Due after 5 years to 10 years 10,506         10,598       
Due after 10 years 68,238         69,577       
Sub-total 83,202         84,649       

Mortgage-backed securities 18,066         18,061       
Collateralized mortgage obligations 9,336          9,233         
Total debt securities 110,604$     111,943$   
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The Company’s mortgage-backed securities and collateralized mortgage obligations have stated maturities that may 
differ from actual maturities due to borrowers’ ability to prepay obligations. Cash flows from such investments are 
dependent upon the performance of the underlying mortgage loans and are generally influenced by the level of 
interest rates. In the table above, mortgage-backed securities and collateralized mortgage obligations are shown in 
one period. 
 
Investment securities with a carrying value of approximately $64,085,000 and $34,863,000 at December 31, 2021 
and 2020, respectively, were pledged to secure public and trust funds, certain other deposits and for other purposes 
as provided by law. 
 
Gross realized gains and losses and gross proceeds received from available-for-sale debt securities for the years 
ended December 31, 2021 and 2020 were as follows: 
 

 
 
Equity securities with a readily determinable fair value are stated at fair value with realized gains and losses reported 
in income. At December 31, 2021 and 2020, the Company had $409,000 and $390,000, respectively, in marketable 
equity securities recorded at fair value. The following is a summary of unrealized and realized gains and losses 
recognized in net income on marketable equity securities during the twelve months ended December 31, 2021 and 
2020: 
 

 
 
The following tables show gross unrealized losses and fair values, aggregated by investment category and length of 
time that the individual securities have been in a continuous unrealized loss position, at December 31, 2021 and 
2020. 
 

 

(In Thousands) 2021 2020
Gross realized gains 13$             83$           
Gross realized losses (41)             -            
Net realized (losses) gains (28)$            83$           

Proceeds from sales 3,000$         -$          

Proceeds from calls and maturities 12,845$       14,828$     

(In Thousands) 2021 2020
18$          15$         

-           -          

18$          15$         

Net gains recognized during the period on marketable equity 
Less: Net gains and losses recognized during the
period on marketable equity securities sold during the period
Unrealized gains recognized during the
reporting period on marketable equity securities still held at the
reporting date

(In Thousands) 
Fair 

Value

Gross 
Unrealized 

Losses
Fair 

Value

Gross 
Unrealized 

Losses
Fair 

Value

Gross 
Unrealized 

Losses

State and political securities 20,758$ (154)$        2,000$   (22)$          22,758$ (176)$        
Mortgage-backed securities 13,156   (119)          666       (26)            13,822   (145)          
Collateralized mortgage obligations 7,932    (144)          -       -            7,932    (144)          
Other debt securities 198       (2)              -       -            198       (2)              

42,044$ (419)$        2,666$   (48)$          44,710$ (467)$        

2021
Less than 12 Months 12 Months or Greater Total
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At December 31, 2021, there were 75 individual securities in a continuous unrealized loss position for less than 
twelve months and 8 individual securities in a continuous unrealized loss position for twelve months or greater. 
 
The Company reviews its position quarterly and has asserted that at December 31, 2021 and 2020 the declines 
outlined in the above table represent temporary declines and the Company does not intend to sell and does not 
believe they will be required to sell these securities before recovery of their cost basis, which may be at maturity. 
The Company has concluded that any impairment of its investment securities portfolio is not other-than-temporary 
but is the result of interest rate changes that are not expected to result in the non-collection of principal and interest. 
 
 
NOTE 4 – LOANS AND ALLOWANCE FOR LOAN LOSSES 
 
Major segments of the loan portfolio are summarized as follows as of December 31, 2021 and 2020: 
 

 
 
At December 31, 2021 and 2020, net unamortized loan fees of approximately $318,000 and $50,000, respectively, 
have been included in the carrying value of loans shown above. 
 
The Bank grants personal, credit line, business, and real estate loans to customers primarily in Clinton, Lycoming, 
and Northumberland counties in Pennsylvania. Although the Bank has a diversified loan portfolio, a significant 
portion of its debtors’ ability to honor their loan agreements is dependent upon the economic conditions of the area. 
 
Allowance for Loan Losses 
 
The Bank’s methodology for determining the allowance is based on the requirements of ASC 310-10-35 for loans 
individually evaluated for impairment (previously discussed) and ASC 450-20 for loans collectively evaluated for 
impairment, as well as the Interagency Policy Statements on the Allowance for Loan and Lease Losses and other 
bank regulatory guidance. The total of the two components represents the Bank’s allowance. 
 
Loans that are collectively evaluated for impairment are segmented based on the portfolio segments previously 
disclosed and analyzed with general allowances being made as appropriate. For the general allowances, historical 
loss trends are used in the estimation of losses in the current portfolio. These historical loss amounts are modified 
by other qualitative factors. A historical loss factor is calculated utilizing an annualized twelve quarter moving 
average and are used in estimation of losses in the current portfolio. 

(In Thousands) 
Fair 

Value

Gross 
Unrealized 

Losses
Fair 

Value

Gross 
Unrealized 

Losses
Fair 

Value

Gross 
Unrealized 

Losses

State and political securities 6,047$   (25)$          -$      -$          6,047$   (25)$          
Mortgage-backed securities 1,883    (10)            -       -            1,883    (10)            
Collateralized mortgage obligations 428       (1)              -       -            428       (1)              

8,358$   (36)$          -$      -$          8,358$   (36)$          

2020
Less than 12 Months 12 Months or Greater Total

(In Thousands) 2021 2020
Personal 8,705$      8,443$         
Credit lines 65,133      61,567         
Business 175,077    132,535       
Real Estate 197,735    203,375       

Gross loans 446,650    405,920       
Allowance for loan losses (4,738)       (4,268)         

Loans, net 441,912$   401,652$     
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Loans in the criticized pools, which possess certain qualities or characteristics that may lead to collection and loss 
issues, are closely monitored by management and subject to additional qualitative factors. Management reviews the 
loan portfolio on a quarterly basis in order to make appropriate and timely adjustments to the allowance. When 
information confirms all or part of specific loans to be uncollectible, these amounts are promptly charged off against 
the allowance. 
 
The following table presents, by portfolio segment, the changes in the allowance for loan losses for the years ended 
December 31, 2021 and 2020: 

 
 
Impaired Loans 
 
The following table summarizes the primary segments of the loan portfolio segregated into loans individually 
evaluated for impairment and loans collectively evaluated for impairment as of December 31, 2021 and 2020: 
 

 

(In Thousands) Personal
Credit 
Lines Business

Real 
Estate Unallocated Total

Beginning balance 123$      591$      1,321$     2,018$     215$           4,268$        
Charge offs (8)           (38)         (40)          (21)          -              (107)            
Recoveries 1            6            13            7              -              27               
(Credit) Provision (32)         37          576          (48)          17               550             
Ending balance 84$        596$      1,870$     1,956$     232$           4,738$        

Individually evaluated for impairment -$       9$          -$        -$        -$            9$               

Collectively evaluated for impairment 84$        587$      1,870$     1,956$     232$           4,729$        

(In Thousands) Personal
Credit 
Lines Business

Real 
Estate Unallocated Total

Beginning balance 110$      601$      1,241$     1,897$     175$           4,024$        
Charge offs (44)         (65)         (271)        (68)          -              (448)            
Recoveries 21          -         14            7              -              42               
Provision 36          55          337          182          40               650             
Ending balance 123$      591$      1,321$     2,018$     215$           4,268$        

Individually evaluated for impairment -$       10$        2$            45$          -$            57$             

Collectively evaluated for impairment 123$      581$      1,319$     1,973$     215$           4,211$        

2021

2020

(In Thousands) Personal
Credit 
Lines Business Real Estate Total

Total loans 8,705$        65,133$  175,077$  197,735$      446,650$     
Individually evaluated for impairment -             205        566          742              1,513          
Collectively evaluated for impairment 8,705          64,928    174,511    196,993        445,137      

(In Thousands) Personal
Credit 
Lines Business Real Estate Total

Total loans 8,443$        61,567$  132,535$  203,375$      405,920$     
Individually evaluated for impairment -             124        900          3,136           4,160          
Collectively evaluated for impairment 8,443          61,443    131,635    200,239        401,760      

2021

2020
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The following table presents information on impaired loans, by segment, as of December 31, 2021 and 2020: 
 

 
 
 

(In Thousands) 
Recorded 

Investment
Unpaid 

Principal
Related 

Allowance

Average 
Recorded 

Investment

Interest 
Income 

Recognized
With no related allowance recorded:

Personal -$           -$       -$         -$            -$           
Credit lines 80              80          -          131              -             
Business 566            566        -          658              28              
Real Estate 742            742        -          1,748           31              

1,388$        1,388$    -$         2,537$         59$            

With an allowance recorded:
Personal -$           -$       -$         -$            -$           
Credit lines 125            125        9             25               2                
Business -             -         -          -              -             
Real Estate -             -         -          -              -             

125$          125$       9$            25$              2$              

Total:
Personal -$           -$       -$         -$            -$           
Credit lines 205            205        9             156              2                
Business 566            566        -          658              28              
Real Estate 742            742        -          1,748           31              

1,513$        1,513$    9$            2,562$         61$            

(In Thousands) 
Recorded 

Investment
Unpaid 

Principal
Related 

Allowance

Average 
Recorded 

Investment

Interest 
Income 

Recognized
With no related allowance recorded:

Personal -$           -$       -$         4$               -$           
Credit lines 75              84          -          97               1                
Business 881            1,072      -          1,013           29              
Real Estate 2,779         2,841      -          2,739           108            

3,735$        3,997$    -$         3,853$         138$           

With an allowance recorded:
Personal -$           -$       -$         -$            -$           
Credit lines 49              49          10            51               1                
Business 19              19          2             13               -             
Real Estate 357            357        45            367              12              

425$          425$       57$          431$            13$            

Total:
Personal -$           -$       -$         4$               -$           
Credit lines 124            133        10            148              2                
Business 900            1,091      2             1,026           29              
Real Estate 3,136         3,198      45            3,106           120            

4,160$        4,422$    57$          4,284$         151$           

2021

2020
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Credit Quality 
 
Management uses a nine-point internal risk rating system to monitor the credit quality of the overall loan portfolio. 
The first five categories are considered not criticized, and are aggregated as Pass rated. The criticized rating 
categories utilized by management generally follow bank regulatory definitions. Special Mention loans have 
potential weaknesses that, if left uncorrected, may result in deterioration of the repayment prospects or in the Bank’s 
credit position at some future date. Substandard loans have well-defined weaknesses that jeopardize the liquidation 
of the debt, and have a distinct possibility that some loss will be sustained if the weaknesses are not corrected. 
Doubtful loans exhibit the same weaknesses found in the Substandard loans; however, the weaknesses are more 
pronounced. Such loans are static and collection in full is improbable. However, these loans are not yet rated as loss 
because certain events may occur which would salvage the debt. Loans classified Loss are considered uncollectible 
and charge-off is imminent. 
 
To help ensure that risk ratings are accurate and reflect the present and future capacity of borrowers to repay a loan 
as agreed, the Bank has a loan rating process with layers of internal and external oversight. Generally, personal, 
credit lines, and real estate loans are included in the pass category unless a specific action, such as bankruptcy, 
repossession, death, or significant delay in payment occurs to raise awareness of a possible credit event. An annual 
external loan review of large business relationships is performed, as well as a sample of smaller transactions. 
 
Loan portfolio segments are classified by credit quality indicators as of December 31, 2021 and 2020: 
 

 
 
 
The Company had no loans classified doubtful or loss as of December 31, 2021 or 2020. 
 
 
 
 
 
 
 
 
 
 
 
 
 

(In Thousands) Personal
Credit 
Lines Business Real Estate Total

Pass 8,703$        64,055$  172,902$  194,822$      440,482$     
Special mention -             750        -          -              750            
Substandard 2                328        2,175       2,913           5,418          

8,705$        65,133$  175,077$  197,735$      446,650$     

(In Thousands) Personal
Credit 
Lines Business Real Estate Total

Pass 8,443$        61,280$  129,820$  199,547$      399,090$     
Special mention -             -         -          -              -             
Substandard -             287        2,715       3,828           6,830          

8,443$        61,567$  132,535$  203,375$      405,920$     

 2021 

 2020 
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Age Analysis of Past Due Loans 
 
The following table presents the aging categories of loans, by segment, as of December 31, 2021 and 2020: 
 

 
 
Non-Accrual 
 
The following table presents loans by segment on non-accrual status as of December 31, 2021 and 2020: 
 

 
 
Troubled Debt Restructurings 
 
The loan portfolio also includes certain loans that have been modified in a troubled debt restructuring (TDR), where 
economic concessions have been granted to borrowers who have experienced or are expected to experience financial 
difficulties. These concessions typically result from loss mitigation activities and could include reductions in the 
interest rate, payment extensions, forgiveness of principal, forbearance, or other actions. Certain TDRs are classified 
as nonperforming at the time of restructure and may only be returned to performing status after considering the 
borrower’s sustained repayment performance for a reasonable period, generally six months. TDRs at December 31, 
2021 and 2020 were $713,000 and $2,575,000, respectively. Accruing and non-accruing TDRs were $713,000 and 
$0 at December 31, 2021 and $2,449,000 and $126,000 at December 31, 2020. $0 and $43,000 in specific reserves 
has been established for TDRs as of December 31, 2021 and 2020, respectively. The Company was not committed 
to lend additional funds to any loans classified as a TDR at December 31, 2021 and 2020. No loan modifications 
that were considered TDRs were completed during the years ended December 31, 2021 and 2020. There were no 
loan modifications considered troubled debt restructurings made during the twelve months previous to December 
31, 2021 and 2020, which defaulted during the corresponding twelve-month periods. 

(In Thousands) Current
30-89 Days 
Past Due

90+ Days 
Past Due

Total 
Loans

90+ Days 
& Accruing

Personal 8,679$      26$             -$          8,705$      -$           
Credit lines 65,040      46               47             65,133      -             
Business 175,077    -             -            175,077    -             
Real Estate 195,788    1,531          416           197,735    164            

444,584$   1,603$         463$         446,650$   164$           

(In Thousands) Current
30-89 Days 
Past Due

90+ Days 
Past Due

Total 
Loans

90+ Days 
& Accruing

Personal 8,440$      3$               -$          8,443$      -$           
Credit lines 61,279      213             75             61,567      -             
Business 131,392    456             687           132,535    427            
Real Estate 199,898    2,529          948           203,375    97              

401,009$   3,201$         1,710$       405,920$   524$           

2021

2020

(In Thousands) 2021 2020
Personal -$         -$            
Credit lines 205          124             
Business 60            362             
Real Estate 535          1,224          

800$         1,710$         
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Paycheck Protection Program 
 
During 2021 and 2020, the Company participated in the Paycheck Protection Program (PPP), administered directly 
by the United States Small Business Administration (SBA). The PPP provides loans to small businesses who were 
affected by economic conditions as a result of COVID-19 to provide cash-flow assistance to employers who 
maintain their payroll (including healthcare and certain related expenses), mortgage interest, rent, leases, utilities 
and interest on existing debt during the COVID-19 emergency. As December 31, 2021 and 2020, the Company 
had outstanding principal balances on PPP loans of $4,522,000 and $11,007,000, respectively. The PPP loans are 
fully guaranteed by the SBA and may be eligible for forgiveness by the SBA to the extent that the proceeds are used 
to cover eligible payroll costs, interest costs, rent, and utility costs over a period of up to 24 weeks after the loan is 
made as long as certain conditions are met regarding employee retention and compensation levels. PPP loans 
deemed eligible for forgiveness by the SBA will be repaid by the SBA to the Company. PPP loans are included in 
the Business loan category. 
 
In accordance with the SBA terms and conditions on these PPP loans, the Company received $894,000 and $682,000 
for the years ended December 31, 2021 and 2020, respectively, in fees associated with the processing of these 
loans. Upon funding of the loan, these fees were deferred and will be amortized over the life of the loan as an 
adjustment to yield in accordance with FASB ASC 310-20-25-2. 
 
COVID-19 Loan Forbearance Programs 
 
Section 4013 of the CARES Act provides that banks may elect not to categorize a loan modification as a TDR if 
the loan modification is (1) related to COVID-19; (2) executed on a loan that was not more than 30 days past due 
as of December 31, 2019; and (3) executed between March 1, 2020, and the earlier of (A) 60 days after the date on 
which the national emergency concerning the novel coronavirus disease (COVID–19) outbreak declared by the 
President on March 13, 2020, under the National Emergencies Act terminates, or (B) December 31, 2020. As part 
of the COVID-19 relief bill which was passed in December 2020, an extension was granted until January 1, 2022 
of the TDR provisions that were originally included in the CARES Act.  
 
On April 7, 2020, federal banking regulators issued a revised interagency statement that included guidance on their 
approach for the accounting of loan modifications in light of the economic impact of the COVID-19 pandemic. The 
guidance interprets current accounting standards and indicates that a lender can conclude that a borrower is not 
experiencing financial difficulty if short-term modifications are made in response to COVID-19, such as payment 
deferrals, fee waivers, extensions of repayment terms, or other delays in payment that are insignificant related to 
the loans in which the borrower is less than 30 days past due on its contractual payments at the time a modification 
program is implemented. 
 
According to the Interagency Statement on Loan Modifications and Reporting for Financial Institutions Working 
with Customers Affected by the Coronavirus (Revised) issued by the federal bank regulatory agencies on April 7, 
2020, short-term loan modifications not otherwise eligible under Section 4013 that are made on a good faith basis 
in response to COVID-19 to borrowers who were current prior to any relief are not TDRs. This includes short-term 
(e.g., six months) modifications such as payment deferrals, fee waivers, extensions of repayment terms, or other 
delays in payment that are insignificant. 
 
To work with clients impacted by COVID-19, the Company offers short-term loan modifications on a case-by-case 
basis to borrowers who were current in their payments at the inception of the loan modification program. These 
efforts have been designed to assist borrowers as they deal with the crisis and help the Company mitigate credit 
risk. For loans subject to the program, each borrower is required to resume making regularly scheduled loan 
payments at the end of the modification period and the deferred amounts are moved to the end of the loan term. 
Consistent with Section 4013 of the CARES Act, the modified loans have not been reported as past due, 
nonaccrual or as TDRs at December 31, 2021 and 2020. Most of the modifications under the program became 
effective in 2020 and provided a deferral of interest or principal and interest for 90-to-180 days. 
 
At December 31, 2021, there were no loans remaining in deferral status under the program. At December 31, 2020, 
the Company had one loan with a recorded investment of $20,000 in deferral status. 
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NOTE 5 – PREMISES AND EQUIPMENT 
 
Major classifications of premises and equipment are summarized as follows at December 31, 2021 and 2020: 
 

 
 
Depreciation charged to operations was $461,000 in 2021 and $432,000 in 2020. 
 
 
NOTE 6 – DEPOSITS 
 
Major segments of the deposit portfolio are summarized as follows as of December 31, 2021 and 2020: 
 

 
 
At December 31, 2021, the scheduled maturities of time deposits are as follows: 
 

 
 
Time deposits of $250,000 or more totaled approximately $51,887,000 and $38,116,000 at December 31, 2021 and 
2020, respectively.  
 
 

(In Thousands) 2021 2020
Land 4,099$   3,481$   
Construction in process 1,405     18         
Premises 8,447     8,301     
Furniture and fixtures 1,710     1,532     

Total 15,661   13,332   
Accumulated depreciation (3,795)   (3,335)   

Premises and equipment, net 11,866$ 9,997$   

(In Thousands) 2021 2020
Noninterest-bearing 110,942$   86,183$    
Interest-bearing demand 139,842    120,536    
Savings 61,952      49,721      
Money market 60,748      52,632      
Time 154,028    145,034    

527,512$   454,106$   

(In Thousands) 
2022 120,736$   
2023 26,245      
2024 3,668        
2025 1,703        
2026 1,676        
Total 154,028$   
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NOTE 7 – SHORT-TERM BORROWINGS 
 
Short-term borrowings include repurchase agreements with customers and advances from the FHLB. In addition to 
the outstanding balances noted below, the Bank also has additional lines of credit totaling $5,000,000 available 
from a correspondent bank other than the FHLB. The outstanding balances and related information for short-term 
borrowings are summarized as follows: 
 

 
 
The collateral pledged on the repurchase agreements by the remaining contractual maturity of the repurchase 
agreements in the Consolidated Balance Sheet as of December 31, 2021 and 2020, is presented in the following 
table. 

 
 
 
NOTE 8 – OTHER BORROWINGS 
 
The following represents outstanding other borrowings at December 31, 2021 and 2020: 
 

 
 
The Company prepaid all outstanding long-term borrowings during the year ended December 31, 2021, resulting 
in the recognition of a pre-tax loss of $364,000 upon prepayment. 
 
As one avenue for funding, the Bank is approved by the FHLB for borrowings of up to $211,165,000 of which $0 
was outstanding in the form of advances at December 31, 2021. Advances from the FHLB are secured by qualifying 
assets of the Bank. 
 
 
 
 
 
 
 

(In Thousands) 
Balance at year-end 1,875$    7,554$    
Average daily balance during the year 1,898      2,918      
Average interest rate during the year 0.42        % 0.55        %
Maximum month-end balance during the year 2,447      15,059    

Weighted average interest rate at year-end 0.31        % 0.40        %

2021 2020

(In Thousands) 2021 2020
Mortgage-backed securities pledged, fair value 2,153$    2,173$    
Repurchase agreements 1,875      1,387      

Continuous

Remaining Contractual 
Maturity

(In Thousands)
Description Maturity 2021 2020
Fixed Rate 2022 1.74% -$      4,000$   
Fixed Rate 2023 1.78% -        3,000     
Fixed Rate 2024 1.81% -        3,000     

Amortizing Fixed Rate 2026 6.42% -        24         
-$      10,024$  

December 31,Interest 
Rate
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NOTE 9 – INCOME TAXES 
 
The provision for income taxes consists of the following for the years ended December 31, 2021 and 2020: 
 

 
The following temporary differences gave rise to the net deferred tax asset position at December 31, 2021 and 2020: 
 

 
A reconciliation between the expected statutory income tax rate and the effective income tax rate on income before 
income taxes is as follows for the years ended December 31, 2021 and 2020: 
 

 
 
 
 
  

(In Thousands) 2021 2020
Currently payable 1,234$  1,121$  
Deferred 30        (72)      

Total provision 1,264$  1,049$  

(In Thousands) 2021 2020
Deferred tax assets:

Allowance for loan losses 949$    851$    
Supplemental retirement 834      782      
Operating lease liabilities 48        49        
Other 39        41        

Total 1,870   1,723   
Deferred tax liabilities:

Premises and equipment 399      332      
Unrealized gain on available-for-sale debt securities 281      449      
Mortgage servicing rights 119      -      
Operating lease right-of-use assets 46        48        
Unrealized gain on marketable equity securities 7         3         
Other -      11        

Total 852      843      
Deferred tax asset, net 1,018$  880$    

(In Thousands) Amount Amount
Provision at statutory rate 1,869$   21.0 % 1,427$    21.0  %
Tax-exempt income (382)      (4.3)  (339)       (5.0)  
Bank owned life insurance (246)      (2.8)  (69)         (1.0)  
Nondeductible interest expense 25         0.3   25          0.3    
Other, net (2)          (0.0)  5            0.1    
Effective income tax and rate 1,264$   14.2 % 1,049$    15.4  %

%
2021

%
2020
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NOTE 10 – EMPLOYEE BENEFIT PLANS 
 
The Bank offers a 401(k) savings plan with a safe harbor match to all eligible employees. The Bank may also make 
discretionary contributions to the plan as determined by the Board of Directors. Participants are at all times fully 
vested in their contributions and employer matching contributions; however, discretionary contributions vest over 
six years. Contribution expense for the years ended December 31, 2021 and 2020 amounted to approximately 
$290,000 and $263,000 respectively. 
 
The Bank sponsors two non-qualified, non-funded supplemental retirement plans, one for its executives and one for 
its directors, for which the Company has purchased cost recovery life insurance on the lives of the participants. The 
participant is the insured person under the policy and the Bank is the owner and beneficiary. The amount of the 
coverage is designed to provide sufficient revenues to cover all costs of the plans if assumptions made as to mortality 
experience, policy earnings, and other factors are realized. The Company incurred expenses related to the 
supplemental retirement plans of $418,000 and $332,000 for the years ended December 31, 2021 and 2020, 
respectively. At December 31, 2021 and 2020, the Company had an accrued liability related to the supplemental 
retirement plans of $2,780,000 and $2,536,000, respectively. 
 
 
NOTE 11 – RELATED PARTY TRANSACTIONS 
 
In the normal course of business, loans are extended to directors, executive officers, and their associates. In 
management’s opinion, all of these loans are on substantially the same terms and conditions as loans to other 
individuals and businesses of comparable creditworthiness. A summary of loan activity for those directors, 
executive officers, and their associates is as follows for the years ended December 31, 2021 and 2020 (in thousands): 
 

 
 
The Bank held related party deposits of $1,250,000 and $1,594,000 at December 31, 2021 and 2020, respectively. 
 
 
NOTE 12 – OFF-BALANCE SHEET RISK, COMMITMENTS AND CONTINGENCIES 
 
In the normal course of business, the Bank makes various commitments which are not reflected in the accompanying 
consolidated financial statements. The Bank offers such products to meet the financing needs of its customers. 
These financial instruments include commitments to extend credit and standby letters of credit. These instruments 
involve, to varying degrees elements of credit, interest rate, or liquidity risk in excess of the amount recognized in 
the Consolidated Balance Sheet. 
 
The Bank’s maximum exposure to credit loss from nonperformance by the other party to the financial instruments 
for commitments to extend credit, standby letters of credit, and financial guarantees written is represented by the 
contractual amount of these instruments. The Company uses the same credit policies in making commitments and 
conditional obligations as it does for on-balance sheet instruments. The Bank may require collateral or other security 
to support financial instruments with off-balance sheet credit risk. 
 
Financial instruments whose contract amounts represent credit risk are as follows at December 31, 2021 and 2020: 
 

 

Beginning 
Balance Additions Payments

Other 
Changes

Ending 
Balance

2021 5,662$      1,985$      1,976$          (86)$             5,585        
2020 6,781        2,777        2,951            (945)             5,662        

(In Thousands) 2021 2020
Commitments to grant loans 8,772$     3,511$     
Unfunded commitments under lines of credit 68,785     62,306     
Standby letters of credit 187         148         
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Commitments to extend credit are legally binding agreements to lend to customers. Commitments generally have 
fixed expiration dates or other termination clauses and may require payment of a fee. Since many of the 
commitments are expected to expire without being drawn upon, the total commitment amounts do not necessarily 
represent future liquidity requirements. The Company evaluates each customer’s creditworthiness on a case-by-
case basis. The amount of collateral obtained if deemed necessary by the Company on extension of credit is based 
on management’s credit assessment of the counterparty. Collateral held varies but may include accounts receivable, 
inventory, property and equipment, and income-producing commercial properties. 
 
Unfunded commitments under commercial lines of credit, revolving credit lines, and overdraft protection 
agreements are commitments for possible future extensions of credit to existing customers. These lines of credit are 
uncollateralized and usually do not contain a specified maturity date and may not be drawn upon to the total extent 
to which the Company is committed. 
 
Standby letters of credit are conditional commitments issued by the Company guaranteeing performance by a 
customer to a third party. Standby letters of credit generally have fixed expiration dates or other termination clauses 
and may require payment of a fee. The credit risk involved in issuing letters of credit is essentially the same as that 
involved in extending loan facilities to customers. The Company policy for obtaining collateral, and the nature of 
such collateral, is essentially the same as that involved in making commitments to extend credit. 
 
The Company leases one of its branch locations. This lease is classified as an operating lease. Leases with an initial 
term of 12 months or less are not recorded on the balance sheet and the related lease expense is recognized on a 
straight-line basis over the lease term. 
 
The Company’s branch lease agreement includes options to renew, with renewal terms that can extend the lease 
term from seven to twenty-two years that are reasonably certain of being exercised. The discount rate used in 
determining the lease liability for the lease was the FHLB fixed advance rate which corresponded with the remaining 
lease term as of the lease commencement date. At December 31, 2021, the discount rate utilized was 2.992%. 
 
As of December 31, 2021 and 2020, the Company had recorded right-of-use assets in other assets for operating 
leases of $220,000 and $228,000, respectively, and related lease liabilities totaling $227,000 and $233,000, 
respectively, in other liabilities in its Consolidated Balance Sheet. For the years ended December 31, 2021 and 
2020, operating lease expenses totaled $15,000 each year, and are included in other non-interest expense in its 
Consolidated Statement of Income. 
 
A maturity analysis of the Company’s lease liability at December 31, 2021 is as follows: 
 

 
 
In the normal course of business, the Company is subject to pending and threatened litigation in which claims for 
monetary damages are asserted. In management’s opinion, the Company’s financial position and results of 
operations would not be materially affected by the outcome of these legal proceedings. 
 
 

(In Thousands)
2022 12$         
2023 14           
2024 14           
2025 14           
2026 14           
Thereafter 239         
Total lease payments 307         
Discount on cash flows (80)          
Total lease liabilities 227$       

Lease Payments Due
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NOTE 13 – REGULATORY MATTERS 
 
Cash and Due from Banks 
 
Deposits with any one financial institution are insured up to $250,000. The Company maintains cash and cash 
equivalents with certain correspondent financial institutions in excess of federally insured limits. 
 
Regulatory Capital Requirements  
 
In August 2018, the Federal Reserve Board issued an interim final rule that expanded applicability of the Board’s 
small bank holding company policy statement. The interim final rule raised the policy statement’s asset threshold 
from $1 billion to $3 billion in total consolidated assets for a bank holding company or savings and loan holding 
company that: (1) is not engaged in significant nonbanking activities; (2) does not conduct significant off-balance 
sheet activities; and (3) does not have a material amount of debt or equity securities, other than trust-preferred 
securities, outstanding. The interim final rule provides that, if warranted for supervisory purposes, the Federal 
Reserve may exclude a company from the threshold increase. Management believes the Company meets the 
conditions of the Federal Reserve’s small bank holding company policy statement and is therefore excluded from 
consolidated capital requirements at December 31, 2021. 
 
The Bank is subject to regulatory capital requirements administered by federal banking agencies. Capital adequacy 
guidelines and prompt corrective action regulations involve quantitative measures of assets, liabilities, and certain 
off-balance sheet items calculated under regulatory accounting practices. Capital amounts and classifications are 
also subject to qualitative judgements by regulators. Failure to meet capital requirements can initiate regulatory 
action. The net unrealized gain or loss on available-for-sale debt securities is not included in computing regulatory 
capital. Management believes as of December 31, 2021, the Bank meets all capital adequacy requirements to which 
it is subject.  
 
Prompt corrective action regulations provide five classifications: well capitalized, adequately capitalized, 
undercapitalized, significantly undercapitalized, and critically undercapitalized, although these terms are not used 
to represent overall financial condition. If adequately capitalized, regulatory approval is required to accept brokered 
deposits. If undercapitalized, capital distributions are limited, as is asset growth and expansion, and capital 
restoration plans are required. At December 31, 2021 and 2020, the most recent regulatory notifications categorized 
the Bank as well capitalized under the regulatory framework for prompt corrective action. There are no conditions 
or events since that notification that management believes have changed the institution’s category.  
 
In 2019, the federal banking agencies jointly issued a final rule that provides for an optional, simplified measure of 
capital adequacy, the community bank leverage ratio framework (CBLR framework), for qualifying community 
banking organizations, consistent with Section 201 of the Economic Growth, Regulatory Relief, and Consumer 
Protection Act. The final rule became effective on January 1, 2020 and was elected by the Bank as of December 
31, 2021 and 2020. In April 2020, the federal banking agencies issued an interim final rule that makes temporary 
changes to the CBLR framework, pursuant to section 4012 of the CARES Act, and a second interim final rule that 
provides a graduated increase in the community bank leverage ratio requirement after the expiration of the 
temporary changes implemented pursuant to section 4012 of the CARES Act.  
 
The community bank leverage ratio removes the requirement for qualifying banking organizations to calculate and 
report risk-based capital but rather only requires a Tier 1 to average assets (leverage) ratio. Qualifying banking 
organizations that elect to use the community bank leverage ratio framework and that maintain a leverage ratio of 
greater than required minimums will be considered to have satisfied the generally applicable risk based and leverage 
capital requirements in the agencies’ capital rules (generally applicable rule) and, if applicable, will be considered 
to have met the well capitalized ratio requirements for purposes of section 38 of the Federal Deposit Insurance Act. 
Under the interim final rules the community bank leverage ratio minimum requirement is 8.5% as of December 21, 
2021 and 9% for calendar year 2022 and beyond. The interim rule allows for a two-quarter grace period to correct 
a ratio that falls below the required amount, provided that the bank maintains a leverage ratio greater than 7.5% as 
of December 31, 2021 and greater than 8% thereafter.  
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Under the final rule, an eligible banking organization can opt out of the CBLR framework and revert to the risk-
weighting framework without restriction. As of December 31, 2021, the Bank was a qualifying community banking 
organization as defined by the federal banking agencies and elected to measure capital adequacy under the CBLR 
framework.  
 
Actual and required capital amounts and ratios for the Bank are presented below as of December 31, 2021 and 2020: 
 

 
 
Dividends 

 
Banking regulations limit the amount of dividends that may be paid by the Bank to the Company without prior 
regulatory approval and are subject to the minimum capital ratio requirements noted above. 
 
 
NOTE 14 – FAIR VALUE 
 
The following disclosures show the hierarchal disclosure framework associated with the level of pricing 
observations utilized in measuring assets and liabilities at fair value. The three broad levels of pricing observations 
are as follows: 
 
Level I: Quoted prices are available in active markets for identical assets or liabilities as of the reported date. 
 
Level II: Pricing inputs are other than quoted prices in active markets, which are either directly or indirectly 

observable as of the reported date. The nature of these assets and liabilities includes items for which 
quoted prices are available but traded less frequently, and items that are fair valued using other financial 
instruments, the parameters of which can be directly observed. 

 
Level III: Valuations derived from valuation techniques in which one or more significant inputs or significant 

value drivers are unobservable. 
 
This hierarchy requires the use of observable market data when available. 
 
 
 
 
 
 

(Dollar Amounts In Thousands) Amount Amount
Tier 1 Leverage Ratio  $      55,689 9.2 %  $      51,384 8.5 %

(Dollar Amounts In Thousands) Amount Amount
Tier 1 Leverage Ratio  $      51,783 9.8 %  $      42,073 8.0 %

Ratio Ratio

2021

2020

Actual

To Be Well Capitalized 
Under Prompt Corrective 

Action Regulations (CBLR 
Framework)

Ratio
Actual

Ratio

To Be Well Capitalized 
Under Prompt Corrective 

Action Regulations (CBLR 
Framework)
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The following tables present the assets reported on the Consolidated Balance Sheet at their fair value on a recurring 
basis as of December 31, 2021 and 2020, by level within the fair value hierarchy. Financial assets and liabilities are 
classified in their entirety based on the lowest level of input that is significant to the fair value measurement. 

 
The following table presents the assets reported on the balance sheet at their fair value on a non-recurring basis as 
of December 31, 2021 and 2020, by level within the fair value hierarchy. Financial assets and liabilities are classified 
in their entirety based on the lowest level of input that is significant to the fair value measurement. 
 

 
 
 
 
 
 
 
 
 
 
 

(In Thousands) Level I Level II Level III Total
Available-for-sale debt securities:

State and political securities -$          84,351$   -$            84,351$   
Mortgage-backed securities -            18,061     -             18,061     
Collateralized mortgage obligations 9,233      -             9,233      
Other debt securities -            298         -             298         

Total -$          111,943$ -$            111,943$ 

Marketable equity securities 409$      -$           -$            409$       

(In Thousands)  Level I  Level II  Level III  Total 
Available-for-sale debt securities:

State and political securities -$          73,903$   -$            73,903$   
Mortgage-backed securities -            10,603     -             10,603     
Collateralized mortgage obligations -            2,067      -             2,067      
Other debt securities -            425         -             425         

Total -$          86,998$   -$            86,998$   

Marketable equity securities 390$      -$           -$            390$       

2021

2020

(In Thousands) Level I Level II Level III Total
Impaired loan -$      -$        116$        116$       

(In Thousands) Level I Level II Level III Total
Impaired loans -$      -$        167$        167$       
Foreclosed assets held for sale -        -         160         160         

2021

2020
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The following table provides a listing of significant unobservable inputs used in the fair value measurement process 
for items valued utilizing level III techniques as of December 31, 2021 and 2020:  
 

 
 
The significant unobservable input used in the fair value measurement of the Company’s impaired loans using the 
appraisal of collateral valuation technique include appraisal adjustments, which are adjustments to appraisals by 
management for qualitative factors such as economic conditions and estimated liquidation expenses. The significant 
unobservable input used in the fair value measurement of the Company’s foreclosed real estate are the same inputs 
used to value impaired loans using the appraisal of collateral valuation technique. 
 
The estimated fair values, and related carrying amounts, of the Company’s financial instruments that are not 
recorded at fair value in the consolidated financial statements at December 31, 2021 and 2020 are as follows: 
 

 
 
 
  

(In Thousands) 
Fair Value 
Estimate

Valuation Technique Unobservable Input Amount
Weighted 
Average

Impaired loan 116$         Appraisal of collateral Discount to appraised value 28% 28%

(In Thousands) 
Fair Value 
Estimate

Valuation Technique Unobservable Input Range
Weighted 
Average

Impaired loans 167$         Appraisal of collateral Discount to appraised value 43% to 58% 52%
Foreclosed real 
estate

160           Appraisal of collateral Discount to appraised value 16% to 32% 26%

Quantitative Information about Level III Fair Value Measurements
2021

2020
Quantitative Information about Level III Fair Value Measurements

(In Thousands) 
Carrying 

Value Fair Value Level I Level II Level III
Financial assets:

Cash and cash equivalents 6,083$      6,083$      6,083$    -$           -$             
Interest-bearing time deposits 740          775          -             775         -              
Restricted equity securities 1,600        1,600        -             1,600      -              
Loans, net 441,912    444,993    -             -             444,993    
Accrued interest receivable 1,571        1,571        -             1,571      -              
Mortgage servicing rights 566          878          -             -             878          

Financial liabilities:
Interest-bearing deposits 416,570    407,975    -             252,879   155,096    
Noninterest-bearing deposits 110,942    110,942    -             110,942   -              
Short-term borrowings 1,875        1,875        -             1,875      -              
Accrued interest payable 256          256          -             256         -              

2021
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NOTE 15 – SUBSEQUENT EVENTS 
 
The impact of the COVID-19 pandemic is fluid and continues to evolve, adversely affecting many of the Bank’s 
customers. The ultimate extent of the impact of the COVID-19 pandemic on the Bank’s business, financial 
condition, and results of operations is currently uncertain and will depend on various developments and other 
factors, including, among others, the duration and scope of the pandemic, as well as governmental, regulatory, and 
private sector responses to the pandemic, and the associated impacts on the economy, financial markets and our 
customers, employees, and vendors. While the full effects of the pandemic remain unknown, the Bank is committed 
to supporting its customers, employees, and communities during this difficult time. 
 
On March 25, 2021, the Company entered into a Trust Transition Agreement whereby it has decided to discontinue 
providing fiduciary and other representative services (“Trust/Agency Services”) and, in connection therewith, 
desires to transition to another financial institution and such financial institution desires to assume, all of the 
Company’s rights and obligations related to the Company’s Trust/Agency Services accounts. As of December 31, 
2021, approximately $19 million of trust assets remained to be transferred to the successor financial institution. 
 
Management has reviewed events occurring through February 25, 2022, the date the consolidated financial 
statements were available to be issued.   
  

(In Thousands) 
Carrying 

Value Fair Value Level I Level II Level III
Financial assets:

Cash and cash equivalents 10,314$    10,314$    10,314$   -$           -$             
Interest-bearing time deposits 740          804          -             804         -              
Restricted equity securities 1,314        1,314        -             1,314      -              
Loans, net 401,652    410,525    -             -             410,525    
Accrued interest receivable 1,723        1,723        -             1,723      -              

Financial liabilities:
Interest-bearing deposits 367,923    365,358    -             218,379   146,979    
Noninterest-bearing deposits 86,183      86,183      -             86,183    -              
Short-term borrowings 7,554        7,554        -             7,554      -              
Long-term borrowings 10,024      10,381      -             -             10,381      
Accrued interest payable 425          425          -             425         -              

2020
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