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In addition to risks disclosed elsewhere in this Report, the following discussion sets forth the material risk factors that could
affect the Company’ s consolidated financial condition and results of operations. Readers should not consider any descriptions
of these factors to be a complete set of all potential risks that could affect the Company. Any risk factor discussed below could
by itself, or combined with other factors, materially and adversely affect the Company’ s business, results of operations,
financial condition, capital position, liquidity, competitive position or reputation, including by materially increasing expenses or
decreasing revenues, which could result in material losses or a decrease in earnings. Risks Related to Our Lending Activities A
large percentage of the Company’ s loans are collateralized by real estate, and further disruptions in the real estate market may
result in losses and reduce the Company’ s earnings. A substantial portion of the Company’ s loan portfolio consists of loans
collateralized by real estate. Improving economic conditions have shifted to an increase in demand for real estate, which has
resulted in stabilization of some real estate values in the Company’ s markets. Further disruptions in the real estate market could
significantly impair the value of the Company’ s collateral and its ability to sell the collateral upon foreclosure. The real estate
collateral in each case provides an alternate source of repayment in the event of default by the borrower and may deteriorate in
value during the time the credit is extended. If real estate values decline further, it is likely that the Company would be required
to increase its allowance for loan losses. If, during a period of lower real estate values, the Company is required to liquidate the
collateral securing a loan to satisfy debts or to increase its allowance for loan losses, it could materially reduce its profitability
and adversely affect its financial condition. Because the Company emphasizes commercial real estate and commercial loan
originations, its credit risk may-profile is irerease-increased , and continued downturns in the local real estate market or
economy could adversely affect its earnings. Commercial real estate and commercial loans generally have more inherent risk
than the residential real estate loans. Because the repayment of commercial real estate and commercial loans depends on the
successful management and operation of the borrower’ s properties or related businesses, repayment of such loans can be
affected by adverse conditions in the local real estate market or economy. Commercial real estate and commercial loans also
may involve relatively large loan balances to individual borrowers or groups of related borrowers. A downturn in the real estate
market or the local economy could adversely affect the value of properties securing the loan or the revenues from the borrower’
s business, thereby increasing the risk of nonperforming loans. As the Company’ s commercial real estate and commercial loan
portfolios increase, the corresponding risks and potential for losses from these loans may also increase. Furthermore, it may be
difficult to assess the future performance of newly originated commercial loans, as such loans may have delinquency or charge-
off levels above the Company’ s historical experience, which could adversely affect the Company’ s future performance. If our
nonperforming assets increase, our earnings will suffer. Our nonperforming assets adversely affect our net income in various
ways. We do not record interest income on nonaccrual loans or real estate owned. We must reserve for probable losses, which
results in additional provisions for loan losses. As circumstances warrant, we must write down the value of properties in our
other real estate owned portfolio to reflect changing market values. Additionally, we have legal fees associated with the
resolution of problem assets as well as additional costs, such as taxes, insurance and maintenance related to our other real estate
owned. The resolution of nonperforming assets also requires the active involvement of management, which can adversely affect
the amount of time we devote to the income- producing activities of the Bank. If our estimate of the allowance for loan losses is
inadequate, we will have to increase the allowance accordingly. If the Company’ s allowance for credit losses is not sufficient to
cover actual credit losses, the Company’ s results of operations would be negatively affected. We maintain an allowance for
credit losses which represents management' s best estimate of credit losses within the existing portfolio of loans. The allowance,
in the judgement of management, is appropriate to reserve for estimated credit losses and risks inherent in the loan portfolio.
The level of the allowance for credit losses reflects management' s continuing evaluation of industry concentrations, specific
credit risks, loan loss experience, current loan portfolio quality, present economic conditions and unidentified losses in the
current loan portfolio. The determination of the appropriate level of the allowance for credit losses inherently involves a high
degree of subjectivity and requires us to make significant estimates of current credit risks using existing qualitative and
quantitative information, all of which may undergo material changes. Changes in economic conditions or forecasts, new
information regarding existing loans, identification of additional problem loans and other factors, both within and outside of our
control, may require an increase in the allowance for credit losses. In addition, bank regulators periodically review the
Company’ s allowance for credit losses and may require it to increase the allowance for credit losses or recognize further loan
charge- offs. Any increase in the allowance for credit losses or loan charge- offs as required by these regulatory authorities may
have a material adverse effect on the Company’ s financial condition and results of operations. Risk Related to Changes in
Market Interest Rates Changes in interest rates may reduce the Company’ s profits and impair asset values. The Company’ s
earnings and cash flows depend primarily on its net interest income. Interest rates are highly sensitive to many factors that are
beyond the Company’ s control, including general economic conditions and the policies of various governmental and regulatory
agencies, particularly the Federal Reserve. Changes in market interest rates could have an adverse effect on the Company’ s
financial condition and results of operations. If rates increase rapidly, the Company may have to increase the rates paid on
deposits, particularly higher cost time deposits and borrowed funds, more quickly than any changes in interest rates earned on
loans and investments, resulting in a negative effect on interest rate spreads and net interest income. Increases in interest rates
may also make it more difficult for borrowers to repay adjustable rate loans. Conversely, should market interest rates fall below
current levels, the Company’ s net interest margin also could be negatively affected if competitive pressures keep it from further



reducing rates on deposits, while the yields on the Company’ s interest- earning assets decrease more rapidly through loan
prepayments and interest rate adjustments. Decreases in interest rates often result in increased prepayments of loans and
mortgage- related securities, as borrowers refinance their loans to reduce borrowings costs. Under these circumstances, the
Company is subject to reinvestment risk to the extent it is unable to reinvest the cash received from such prepayments in loans
or other investments that have interest rates that are comparable to the interest rates on existing loans and securities. Changes in
interest rates also affect the value of the Company’ s interest- earning assets, and in particular its securities portfolio. Generally,
the value of fixed- rate securities fluctuates inversely with changes in interest rates. Unrealized gains and losses on securities
available for sale determined to be temporary in nature are reported as a separate component of equity. Decreases in the fair
value of securities available for sale resulting from increases in interest rates therefore could have an adverse effect on the
Company’ s stockholders’ equity. Risks Related to Our Acquisition Activity Impairment in the carrying value of goodwill could
negatively affect our results of operations. We have recorded goodwill in connection with our recently completed mergers. At
December 31, 2023-2024 , we had $ 9. 7 million of goodwill on our Consolidated Statements of Financial Condition after
incurring goodwill impairment of $ 18. 7 million in 2020. Any further impairment to goodwill could have a material adverse
impact on the Company’ s consolidated financial conditions and results of operations. 100 % of the goodwill is assigned to the
Community Banking reporting unit. Under GAAP, goodwill must be evaluated for impairment annually or on an interim basis
when a triggering event occurs. If the carrying value of our reporting unit exceeds its current fair value as determined based on
the value of the business, the goodwill is considered impaired and is reduced to fair value by a non- cash, non- tax- deductible
charge to earnings. The impairment testing required by GAAP involves estimates and significant judgments by management.
Although we believe our assumptions and estimates are reasonable and appropriate, any changes in key assumptions or other
unanticipated events and circumstances may affect the accuracy or validity of such estimates. Events and conditions that could
result in 1mpa1rment in the Value of our goodw111 1nc1ude worsemng busrness conditions and economic factors ;-partieatarky

; 5 y , changes in the industries in
which we operate adverse changes in the regulatory envrronment or other factors leadlng to reductron in expected long- term
profitability and cash flows. Risk Related to Our Liquidity Position If we are unable to borrow funds, we may not be able to
meet the cash flow requirements of our depositors, creditors, and borrowers, or the operating cash needed to fund corporate
expansion and other corporate activities. Liquidity is the ability to meet cash flow needs on a timely basis at a reasonable cost.
Our liquidity is used to make loans and to repay deposit liabilities as they become due or are demanded by customers. Liquidity
policies and procedures are established by the board, with operating limits set based upon the ratio of loans to deposits and
percentage of assets funded with non- core or wholesale funding. We regularly monitor our overall liquidity position to ensure
various alternative strategies exist to cover unanticipated events that could affect liquidity. We also establish policies and
monitor guidelines to diversify our wholesale funding sources to avoid concentrations in any one market source. Wholesale
funding sources include federal funds purchased, securities sold under repurchase agreements, non- core deposits, and debt. The
Bank is a member of the FHLB of Pittsburgh, which provides funding through advances to members that are collateralized with
mortgage- related assets. We maintain a portfolio of available- for- sale securities that can be used as a secondary source of
liquidity. There are other sources of liquidity available to us should they be needed. These sources include the sale of loans, the
ability to acquire national market, non- core deposits, issuance of additional collateralized borrowings such as FHLB advances
and federal funds purchased, and the issuance of preferred or common securities. Risks Related to Our Ability to Pay Dividends
The Company’ s ability to pay dividends is subject to the ability of Community Bank to make capital distributions to the
Company, and also may be limited by Federal Reserve policy. The Company’ s long- term ability to pay dividends to its
stockholders depends primarily on the ability of the Bank to make capital distributions to the Company and on the availability
of cash at the holding company level if the Bank’ s earnings are not sufficient to pay dividends. In addition, the Federal Reserve
has issued a policy statement regarding the payment of dividends by bank holding companies. In general, the policy provides
that dividends should be paid only out of current earnings and only if the prospective rate of earnings retention by the holding
company appears consistent with the organization’ s capital needs, asset quality and overall financial condition. Regulatory
guidance provides for prior regulatory consultation with respect to capital distributions in certain circumstances, such as where
the holding company’ s net income for the past four quarters, net of dividends paid over that period, is insufficient to fully fund
the dividend or the holding company’ s overall rate or earnings retention is inconsistent with its capital needs and overall
financial condition. These regulatory policies may adversely affect the Company’ s ability to pay dividends or otherwise engage
in capital distributions. Risks Related to Our Operations Because the nature of the financial services business involves a high
volume of transactions, the Company faces significant operational risks. The Company operates in diverse markets and relies on
the ability of its employees and systems to process a significant number of transactions. Operational risk is the risk of loss
resulting from operations, including the risk of fraud by employees or persons outside a company, the execution of unauthorized
transactions by employees, errors relating to transaction processing and technology, breaches of the internal control system and
compliance requirements, and business continuation and disaster recovery. Insurance coverage may not be available for such
losses, or where available, such losses may exceed insurance limits. This risk of loss also includes the potential legal actions that
could arise as a result of an operational deficiency or as a result of noncompliance with applicable regulatory standards, adverse
business decisions or their implementation, and customer attrition due to potential negative publicity. If a breakdown occurs in
the internal controls system, improper operation of systems or improper employee actions, the Company could incur financial
loss, face regulatory action and suffer damage to its reputation. Risks associated with system failures, interruptions, breaches of
security or cyber security could negatively affect the Company’ s earnings. Information technology systems are critical to the
Company’ s business. The Company uses various technology systems to manage customer relationships, general ledger,
securities, deposits and loans. The Company has established policies and procedures to prevent or limit the effect of system
failures, interruptions and security breaches, but such events may still occur or may not be adequately addressed if they do




occur. In addition, any compromise of the Company’ s systems could deter customers from using its products and services.
Security systems may not protect systems from security breaches. In addition, the Company outsources some of its data
processing to certain third- party providers. If these third- party providers encounter difficulties, or if the Company has difficulty
communicating with them, the Company’ s ability to adequately process and account for transactions could be affected, and
business operations could be adversely affected. Threats to information security also exist in the processing of customer
information through various other vendors and their personnel. The occurrence of any system failures, interruption or breach of
security could damage the Company’ s reputation and result in a loss of customers and business thereby, subjecting it to
additional regulatory scrutiny, or could expose it to litigation and possible financial liability. Although the Company has not
experienced any system failures, interruption or breach of security to date, any of these events could have a material adverse
effect on its financial condition and results of operations. The Company is constantly relying upon the availability of
technology, the Internet and telecommunication systems to enable financial transactions by clients, to record and monitor
transactions and transmit and receive data to and from clients and third parties. Information security risks have increased
significantly due to the use of online, telephone and mobile banking channels by clients and the increased sophistication and
activities of organized crime, hackers, terrorists and other external parties. Our technologies, systems, networks and our clients’
devices have been subject to, and are likely to continue to be the target of, cyberattacks, computer viruses, malware, phishing
attacks or information security breaches that could result in the unauthorized release, gathering, monitoring, misuse, loss or
destruction of our or our clients’ confidential, proprietary and other information, the theft of client assets through fraudulent
transactions or disruption of our or our clients’ or other third parties’ business operations. Any of the foregoing could have a
material adverse effect on the Company’ s business, financial condition and results of operations. The Company’ s risk
management framework may not be effective in mitigating risk and reducing the potential for significant losses. The Company’
s risk management framework is designed to minimize risk and loss to the company. The Company seeks to identify, measure,
monitor, report and control exposure to risk, including strategic, market, liquidity, compliance and operational risks. While the
Company uses a broad and diversified set of risk monitoring and mitigation techniques, these techniques are inherently limited
because they cannot anticipate the existence or future development of currently unanticipated or unknown risks. Economic
conditions and heightened legislative and regulatory scrutiny of the financial services industry, among other developments, have
increased the Company’ s level of risk. Accordingly, the Company could suffer losses if it fails to properly anticipate and
manage these risks. We could be adversely affected by failure in our internal controls. A failure in our internal controls
could have a significant negative impact not only on our earnings, but also on the perception that customers, regulators
and investors may have of us. We devote a significant amount of effort, time and resources to continually strengthening
our controls and ensuring compliance with complex accounting standards and banking regulations. Compliance with
increased or new standards and regulations applicable to our Company may entail management spending increased time
addressing such standards and regulations. Further, the Company may be required to expend additional capital
resources on professional advisors, which could increase operational expenses and therefore negatively impact our net
income. Risks Related to Accounting Matters Changes in the Company’ s accounting policies or in accounting standards could
materially affect how the Company reports its financial condition and results of operations. The Company’ s accounting policies
are essential to understanding its financial condition and results of operations. Some of these policies require the use of estimates
and assumptions that may affect the value of the Company’ s assets, liabilities, and financial results. Some of the Company’ s
accounting policies are critical because they require management to make difficult, subjective and complex judgments about
matters that are inherently uncertain, and because it is likely that materially different amounts would be reported under different
conditions or using different assumptions. If such estimates or assumptions underlying the Company’ s financial statements are
incorrect, it may experience material losses. From time to time, the FASB and the Securities and Exchange Commission change
the financial accounting and reporting standards or the interpretation of those standards that govern the preparation of the
Company’ s financial statements. These changes are beyond the Company’ s control, can be difficult to predict, and could
materially affect how the Company reports its financial condition and results of operations. The Company could also be required
to apply a new or revised standard retroactively, resulting in restating prior period financial statements in material amounts. The
need to account for certain assets at estimated fair value, such as securities, may adversely affect the Company’ s financial
condition and results of operations. The Company reports certain assets, such as securities, at estimated fair value. Generally, for
assets that are reported at fair value, the Company uses quoted market prices or valuation models that utilize observable market
inputs to estimate fair value. Because the Company carries these assets on its books at their estimated fair value, it may incur
losses even if the asset in question presents minimal credit risk. Risks Related to Competitive Matters Strong competition within
the Company’ s market area could adversely affect the Company’ s earnings and slow growth. The Company faces intense
competition both in making loans and attracting deposits. Price competition for loans and deposits might result in the Company
earning less on its loans and paying more on its deposits, which reduces net interest income. Some of the Company’ s
competitors have substantially greater resources than the Company has and may offer services that it does not provide. The
Company expects competition to increase in the future as a result of legislative, regulatory and technological changes and the
continuing consolidation in the financial services industry. The Company’ s profitability will depend upon its continued ability
to compete successfully in its market areas. General Risk Factors A worsening of economic conditions could adversely affect
the Company’ s financial condition and results of operations. A worsening of economic conditions could significantly affect the
markets in which the Company operates, the value of loans and investments, ongoing operations, costs and profitability. Further
declines in real estate values and sales volumes and continued elevated unemployment levels may result in higher than expected
loan delinquencies, increases in nonperforming and criticized classified assets, and a decline in demand for the Company’ s
products and services. In addition, the volatility in natural gas prices, or if prices decline, may depress natural gas exploration
and drilling activities in the Marcellus Shale Formation. Furthermore, exploration and drilling of natural gas reserves in our



market area may be affected by federal, state and local laws and regulations affecting production, permitting, environmental
protection and other matters. Any of these events may negatively affect our customers, and may cause the Company to incur
losses, and may adversely affect its financial condition and results of operations. Inflation can have an adverse impact on our
business and on our customers. Inflation risk is the risk that the value of assets or income from investments will be worth less in
the future as inflation decreases the value of money. Recently, there have been market indicators of a pronounced rise in
inflation and the FRB has raised certain benchmark interest rates in an effort to combat inflation. As inflation increases, the
value of our investment securities, particularly those with longer maturities, would decrease, although this effect can be less
pronounced for floating rate instruments. In addition, inflation increases the cost of goods and services we use in our business
operations, such as electricity and other utilities, which increases our noninterest expenses. Furthermore, our customers are also
affected by inflation and the rising costs of goods and services used in their households and businesses, which could have a
negative impact on their ability to repay their loans with us. Climate change and related legislative and regulatory initiatives
may materially affect the Company’ s financial condition and results of operations. The effects of climate change continue to
create a rising level of concern for the state of the global environment. As a result, businesses have increased their political and
social awareness surrounding the issue, and the U. S. has entered into international agreements in an attempt to reduce global
temperatures. In addition, the U. S. government, state legislatures and federal and state regulatory agencies continue to propose
numerous initiatives to combat climate change. Other expansive initiatives are expected, including potentially increasing
supervisory expectations with respect to banks’ risk management practices, accounting for the effects of climate change in stress
testing scenarios and systemic risk assessments, revising expectations for credit portfolio concentrations based on climate-
related factors and encouraging investment by banks in climate- related initiatives and lending to communities
disproportionately impacted by the effects of climate change. The lack of empirical data surrounding the credit and other
financial risks posed by climate change render it difficult to predict how climate change may impact our financial condition and
results of operations; however, the physical effects of climate change may also directly impact us. Specifically, unpredictable
and more frequent weather disasters may adversely impact the value of real property securing the loans in our portfolios.
Additionally, if insurance obtained by our borrowers is insufficient to cover any losses sustained to the collateral, or if insurance
coverage is otherwise unavailable to our borrowers, the collateral securing our loans may be negatively impacted by climate
change, which could impact our financial condition and results of operations. Further, the effects of climate change may
negatively impact regional and local economic activity, which could lead to an adverse effect on our customers and impact the
communities in which we operate. Overall, the effects and resulting, unknown 11npact of cllmate change could have a material
adverse effect on our ﬁnanc1a1 condition and results of operatlons We-eo y Re




