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Risks	Related	to	Macroeconomic	Conditions	�	Difficult	economic	conditions	or	volatility	in	the	financial	markets	would	likely
have	an	adverse	effect	on	our	business,	financial	position	and	/	or	results	of	operations.	�	If	the	U.	S.	Congress	were	not	to	act
favorably	on	measures	to	raise	the	debt	ceiling,	the	U.	S.	government	could	default	on	payment	of	its	debt	and	other	financial
obligations.	This	could	lead	to	a	government	shutdown	and	other	consequences	which	could	adversely	affect	the	United	States
economy	and	financial	institutions,	including	us.	�	Financial	challenges	difficulties	at	other	banking	institutions	could	lead	to
depositor	concerns	that	spread	within	the	banking	industry	causing	disruptive	deposit	outflows	and	other	destabilizing	results	.
�	Insufficient	liquidity	could	impair	our	ability	to	fund	operations	and	jeopardize	our	financial	condition,	growth	and
prospects	.	�	The	continuing	COVID-	19	pandemic	has,	and	may	continue	to,	adversely	affect	our	business,	financial
condition,	liquidity,	capital	and	results	of	operations.	Risks	Related	to	Market	Interest	Rates	and	Inflation	�	Our	business	is
subject	to	interest	rate	risk,	and	variations	or	volatility	in	interest	rates	may	materially	and	adversely	affect	our	financial
performance.	�	Inflation	can	have	an	adverse	impact	on	our	business	and	on	our	customers.	Risks	Related	to	our	Lending
Activities	�	Our	loan	portfolio	primarily	consists	of	commercial-	related	loans,	including	commercial	real	estate	and
construction	loans.	These	loans	involve	credit	risks	that	could	adversely	affect	our	financial	condition	and	results	of	operations.
�	Our	emphasis	on	real	estate	loans	exposes	us	to	lending	risks.	�	The	geographic	concentration	of	our	loan	portfolio	and
lending	activities	makes	us	vulnerable	to	a	downturn	in	our	local	market	area.	�	If	Our	transition	to	the	Current	Expected	Loss
(CECL)	method	of	reserving	for	losses	in	our	allowance	loan	portfolio	is	likely	to	cause	the	need	for	us	to	increase	our	reserve
for	credit	losses.	�	If	our	allowance	for	loan	losses	is	not	sufficient	to	cover	actual	loan	losses,	our	earnings	could	decrease.	�
The	level	of	our	commercial	real	estate	loan	portfolio	may	subject	us	to	additional	regulatory	scrutiny.	�	Nonperforming	assets
take	significant	time	to	resolve,	adversely	affect	our	results	of	operations	and	financial	condition,	and	could	result	in	further
losses	in	the	future.	�	We	engage	in	lending	secured	by	real	estate	and	may	foreclose	on	the	collateral	and	own	the	underlying
real	estate,	subjecting	us	to	the	costs	and	potential	risks	associated	with	the	ownership	of	real	property,	or	consumer	protection
initiatives	or	changes	in	state	or	federal	law	may	substantially	raise	the	cost	of	foreclosure	or	prevent	us	from	foreclosing	at	all.
�	We	are	exposed	to	the	risk	of	environmental	liability	associated	with	lending	activities	or	properties	we	own.	�	The	We	are
required	to	transition	from	the	use	of	the	LIBOR	may	adversely	impact	interest	rate	rates	index	in	the	future	paid	on	certain
financial	instruments	.	Risks	related	to	Liquidity	�	We	are	subject	to	liquidity	risk,	which	could	adversely	affect	our	financial
condition	and	results	of	operations.	Risks	Related	to	Competitive	Matters	�	Strong	competition	within	our	market	areas	may
limit	our	growth	and	profitability.	�	Our	asset	size	may	make	it	more	difficult	for	us	to	compete.	Risks	Related	to	Laws	and
Regulations	�	Changes	in	laws	and	regulations	and	the	cost	of	regulatory	compliance	with	new	laws	and	regulations	may
adversely	affect	our	operations	and	/	or	increase	our	costs	of	operations	and	/	or	decrease	our	revenues.	�	Non-	compliance	with
the	USA	PATRIOT	Act,	Bank	Secrecy	Act,	or	other	laws	and	regulations	could	result	in	fines	or	sanctions.	�	The	Federal
Reserve	Board	may	require	us	to	commit	capital	resources	to	support	PeoplesBank,	and	we	may	not	have	sufficient	access	to
such	capital	resources.	�	Monetary	policies	and	regulations	of	the	Federal	Reserve	Board	could	adversely	affect	our	business,
financial	condition	and	results	of	operations.	�	We	may	be	required	to	raise	additional	capital	in	the	future,	but	that	capital	may
not	be	available	when	it	is	needed,	or	it	may	only	be	available	on	unacceptable	terms,	which	could	adversely	affect	our	financial
condition	and	results	of	operations.	�	We	qualify	as	a	“	smaller	reporting	company	”	pursuant	to	regulations	of	the	Securities
and	Exchange	Commission,	and	any	decision	on	our	part	to	comply	only	with	certain	reduced	reporting	and	disclosure
requirements	applicable	to	smaller	reporting	companies	could	make	our	common	stock	less	attractive	to	investors.	Risks	Related
to	Operational	Matters	�	We	face	significant	operational	risks	because	of	our	reliance	on	technology.	Our	information
technology	systems	may	be	subject	to	failure,	interruption	or	security	breaches.	�	We	face	significant	operational	risks
because	the	nature	of	the	financial	services	business	involves	a	high	volume	of	transactions.	�	We	rely	on	third-	party
vendors,	which	could	expose	us	to	additional	cybersecurity	risks.	�	The	soundness	of	other	financial	institutions	could
adversely	affect	us.	�	We	may	be	subject	to	risks	and	losses	resulting	from	fraudulent	activities	that	could	adversely	impact	our
financial	performance	and	results	of	operations.	�	We	continually	encounter	technological	change,	and	we	may	have	fewer
resources	than	many	of	our	competitors	to	invest	in	technological	improvements.	Risks	Related	to	Accounting	Matters	�
Changes	in	accounting	standards	could	affect	our	reported	earnings.	�	Changes	in	management’	s	estimates	and	assumptions
may	have	a	material	impact	on	our	consolidated	financial	statements	and	our	financial	condition	or	operating	results.	Other
Risks	Related	to	Our	Business	�	We	depend	on	our	management	team	and	other	key	personnel	to	implement	our	business
strategy	and	execute	successful	operations	and	we	could	be	harmed	by	the	loss	of	their	services	or	the	inability	to	hire	additional
personnel.	�	Legal	and	regulatory	proceedings	and	related	matters	could	adversely	affect	us.	�	Societal	responses	to	climate
change	could	adversely	affect	our	business	and	performance,	including	indirectly	through	impacts	on	our	customers.	�	We	are
a	community	bank	and	our	ability	to	maintain	our	reputation	is	critical	to	the	success	of	our	business,	and	the	failure	to	do	so
may	materially	adversely	affect	our	performance.	Risks	Related	to	Our	Business	Strategy	Pending	Merger	with	Orrstown	�
We	Regulatory	approval	of	the	Merger	may	not	be	received,	may	take	longer	than	expected	or	may	impose	conditions
that	are	not	presently	anticipated	or	cannot	be	met.	�	The	ability	of	the	Corporation	and	Orrstown	to	complete	the
Merger	is	subject	to	the	satisfaction	(or	waiver	by	the	parties)	of	the	closing	conditions	set	forth	in	the	Merger
Agreement,	some	of	which	are	outside	of	the	parties’	control.	�	The	Merger	Agreement	contains	provisions	that	may
discourage	other	companies	from	pursuing,	announcing	or	submitting	a	business	combination	proposal	to	the



Corporation	that	might	result	in	greater	value	to	the	Corporation’	s	stockholders.	�	Stockholder	litigation	could
prevent	or	delay	the	closing	of	the	proposed	Merger	with	Orrstown	or	otherwise	negatively	affect	the	Corporation	 ’	 	s
business	and	operations.	�	Because	the	market	price	of	Orrstown	 ’	 	s	common	stock	may	fluctuate,	the	Corporation	 ’	 	s
stockholders	cannot	be	certain	of	the	precise	value	of	the	merger	consideration	they	may	receive	in	our	proposed	Merger
with	Orrstown.	�	Codorus	Valley	will	be	subject	to	business	uncertainties	and	contractual	restrictions	while	the	Merger
is	pending.	�	Failure	of	the	Merger	to	be	completed,	the	termination	of	the	Merger	Agreement	or	a	significant	delay	in
the	consummation	of	the	Merger	could	negatively	impact	the	Corporation.	�	The	Corporation	will	incur	transaction
and	integration	costs	in	connection	with	the	Merger	and,	if	the	Merger	is	not	completed,	the	Corporation	will	have
incurred	substantial	expenses	without	realizing	the	expected	benefits	of	the	Merger.	�	The	combined	company	may	be
unable	to	retain	the	Corporation’	s	and	/	or	Orrstown’	s	personnel	successfully	after	the	Merger	is	completed.	�	The
future	results	of	the	combined	company	following	the	Merger	may	suffer	if	the	combined	company	does	not	effectively
manage	its	expanded	operations	execute	on	our	expansion	strategy,	which	may	adversely	affect	our	ability	to	maintain	our
historical	growth	and	earnings	trends	.	�	We	Combining	the	Corporation	with	Orrstown	may	grow	through	mergers	or
acquisitions,	including	branch	acquisitions,	a	strategy	that	may	not	be	successful	or	more	difficult	,	costly	if	successful,	may
produce	risks	in	successfully	integrating	and	managing	the	merged	companies	or	acquisitions	and	may	dilute	our	-	or
stockholders	time-	consuming	than	expected,	and	the	Corporation	and	Orrstown	may	fail	to	realize	the	anticipated
benefits	of	the	Merger	.	Risks	Related	to	Our	Common	Stock	�	The	market	price	of	our	common	stock	may	fluctuate
significantly,	and	this	may	make	it	difficult	for	you	to	resell	shares	of	common	stock	owned	by	you	at	times	or	at	prices	you
find	attractive.	�	The	trading	volume	of	our	common	stock	may	not	provide	adequate	liquidity	for	investors	and	is	less	than
that	of	other	financial	services	companies.	�	We	If	our	pending	merger	with	Orrstown	does	not	proceed,	we	may	issue
additional	common	stock	or	other	equity	securities	in	the	future	which	could	dilute	the	ownership	interest	of	existing
stockholders.	�	Offerings	of	debt	and	/	or	preferred	equity	securities	may	adversely	affect	the	market	price	of	our	common
stock.	�	Our	common	stock	is	subordinate	to	our	existing	and	future	indebtedness	and	preferred	stock,	if	issued,	and
effectively	subordinated	to	all	the	indebtedness	and	other	non-	common	equity	claims	against	our	subsidiaries.	�	Regulatory
and	contractual	restrictions	may	limit	or	prevent	us	from	paying	dividends	or	repurchasing	shares	of	our	common	stock,	or	we
may	choose	not	to	pay	dividends	on	or	repurchase,	our	common	stock.	�	If	we	defer	payments	of	interest	on	our	outstanding
subordinated	notes	or	junior	subordinated	debt	securities	or	if	certain	defaults	relating	to	those	debt	securities	occur,	we	will	be
prohibited	from	declaring	or	paying	dividends	or	distributions	on,	and	from	making	liquidation	payments	with	respect	to,	our
common	stock.	�	Our	common	stock	is	not	insured	by	any	governmental	entity.	�	Anti-	takeover	provisions	and	restrictions
on	ownership	could	negatively	impact	our	stockholders.	PART	I	Item	1:	Business	Codorus	Valley	Bancorp,	Inc.	(“	Codorus
Valley	”	or	the	“	Corporation	”)	is	a	Pennsylvania	business	corporation,	incorporated	on	October	7,	1986.	On	March	2,	1987,
Codorus	Valley	became	a	bank	holding	company	under	the	Bank	Holding	Company	Act	of	1956,	as	amended.	PeoplesBank,	A
Codorus	Valley	Company	(“	PeoplesBank	”)	is	its	wholly	owned	bank	subsidiary.	The	Corporation’	s	business	consists
primarily	of	managing	PeoplesBank,	and	its	principal	source	of	income	is	dividends	received	from	PeoplesBank.	The
Corporation	also	wholly-	owns	one	non-	bank	subsidiary,	SYC	Realty	Co.,	Inc.,	a	subsidiary	for	holding	certain	foreclosed
assets	pending	liquidation.	On	December	31,	2022,	Codorus	Valley	had	total	consolidated	assets	of	$	2.	20	billion,	total	deposits
and	other	liabilities	of	$	2.	02	billion,	and	total	shareholders’	equity	of	$	177,	300,	000.	Bank	Subsidiary	PeoplesBank,
organized	in	1934,	is	a	Pennsylvania	chartered	bank	that	offers	a	full	range	of	consumer,	business,	wealth	management,	and
mortgage	services	at	financial	centers	located	in	communities	throughout	South	Central	Pennsylvania	and	Central	Maryland.	In
addition	to	the	twenty-	two	full	service	financial	centers	it	has	six	financial	centers	located	primarily	within	retirement
communities	that	provide	a	full	suite	of	services	on	a	limited	basis.	PeoplesBank,	with	origins	dating	back	to	1864,	is	focused	on
acquiring	and	nurturing	financial	relationships	with	small	and	mid-	sized	businesses.	The	Federal	Deposit	Insurance	Corporation
insures	the	deposits	of	PeoplesBank	to	the	maximum	extent	provided	by	law.	On	December	31,	2022,	PeoplesBank	had	total
gross	loans	of	$	1.	63	billion,	excluding	loans	held	for	sale,	and	total	deposits	of	$	1.	94	billion.	PeoplesBank	had	the	second
largest	share	of	deposits	in	York	County,	Pennsylvania,	with	deposits	totaling	14.	6	percent	of	the	market	as	of	June	30,	2022,
the	latest	available	measurement	date.	PeoplesBank	is	not	dependent	on	deposits	of,	or	exposed	to	a	loan	concentration	to,	a
single	client,	or	a	small	group	of	clients.	Therefore,	the	loss	of	a	single	client,	or	a	small	client	group,	would	not	have	a	material
adverse	effect	on	the	financial	condition	of	PeoplesBank.	At	December	31,	2022,	the	largest	indebtedness	of	a	single
PeoplesBank	client	was	approximately	$	27,	192,	000	or	1.	5	percent	of	the	total	loan	portfolio,	which	was	within	PeoplesBank’
s	regulatory	lending	limit	of	$	39,	996,	000.	Most	of	the	Corporation'	s	business	is	with	clients	located	within	South	Central
Pennsylvania,	principally	York	and	Lancaster	Counties	and	North	Central	Maryland,	principally	Harford	County	and	Baltimore
County.	Although	this	market	area	may	pose	a	concentration	risk	geographically,	we	believe	that	the	diverse	local	economies
and	our	detailed	knowledge	of	the	client	base	lessens	this	risk.	At	December	31,	2022,	the	Corporation	had	two	industry
concentrations	that	exceeded	10	percent	of	the	total	loan	portfolio:	commercial	real	estate	investor	represented	22.	5	percent	of
the	portfolio	and	residential	real	estate	investor	represented	16.	1	percent	of	the	portfolio.	At	December	31,	2021,	the
Corporation	had	three	industry	concentrations	that	exceeded	10	percent	of	the	total	loan	portfolio:	commercial	real	estate
investor	represented	21.	1	percent	of	the	portfolio,	residential	real	estate	investor	represented	14.	8	percent	of	the	portfolio	and
builder	and	developer	represented	10.	2	percent	of	the	portfolio.	Loans	to	borrowers	within	these	industries	are	usually
collateralized	by	real	estate.	Nonbank	Subsidiaries	of	PeoplesBank	PeoplesBank	had	four	wholly-	owned	nonbank	subsidiaries
as	of	December	31,	2022,	that	were	consolidated	for	financial	reporting	purposes.	Codorus	Valley	Financial	Advisors,	Inc.	d	/	b
/	a	PeoplesWealth	Advisors,	a	subsidiary	that	sells	non-	deposit	investment	products,	began	operations	in	January	2000,	and
previously	operated	as	SYC	Insurance	Services,	Inc.	until	the	change	to	the	current	name	in	December	2005.	Periodically,
PeoplesBank	creates	nonbank	subsidiaries	for	the	purpose	of	temporarily	holding	certain	foreclosed	assets	pending	liquidation.



On	December	31,	2022,	none	of	the	three	of	these	foreclosed	asset	subsidiaries	was	active.	Nonbank	Subsidiaries	of	Codorus
Valley	Bancorp,	Inc.	In	2006,	Codorus	Valley	formed	CVB	Statutory	Trust	No.	2,	a	wholly-	owned	special	purpose	subsidiary
whose	sole	purpose	was	to	facilitate	a	pooled	trust	preferred	debt	issuance	of	$	7,	217,	000.	In	2004,	Codorus	Valley	formed
CVB	Statutory	Trust	No.	1	to	facilitate	a	pooled	trust	preferred	debt	issuance	of	$	3,	093,	000.	The	Corporation	owns	100
percent	of	the	common	stock	of	these	nonbank	subsidiaries,	which	are	not	consolidated	for	financial	reporting	purposes.	These
obligations	are	reported	as	junior	subordinated	debt	on	the	Corporation’	s	balance	sheet.	In	1991,	SYC	Realty	Co.,	Inc.	was
incorporated	as	a	wholly	owned	subsidiary	of	Codorus	Valley,	and	originally	commenced	operations	in	October	1995.	Codorus
Valley	created	this	nonbank	subsidiary	primarily	for	the	purpose	of	holding	certain	foreclosed	properties	obtained	by
PeoplesBank	pending	liquidation	of	those	properties.	SYC	Realty	was	inactive	during	the	entire	reporting	period	of	2022.
Human	Capital	Resources	At	year-	end	2022,	PeoplesBank	employed	315	full-	time	employees	and	24	part-	time	employees,
which	equated	to	approximately	332	full-	time	equivalent	employees,	calculated	on	an	hourly	basis.	Employees	are	not	covered
by	a	collective	bargaining	agreement,	and	PeoplesBank	considers	its	relations	with	employees	to	be	satisfactory.	The
Corporation	monitors	employee	turnover	as	a	critical	measure	of	success	and	reported	24.	9	percent	and	25.	5	percent	employee
turnover	as	of	December	31,	2022	and	December	31,	2021,	respectively.	Segment	Reporting	Management	has	determined	that	it
operates	in	only	one	segment,	community	banking.	The	Corporation’	s	non-	banking	activities	are	not	significant	to	the
consolidated	financial	statements.	Competition	The	banking	industry	in	PeoplesBank’	s	service	area,	South	Central
Pennsylvania	(principally,	York	and	Lancaster	Counties),	and	North	Central	Maryland	(principally,	Baltimore	and	Harford
County),	is	highly	competitive.	PeoplesBank	competes	through	service	and	price,	and	by	leveraging	its	hometown	image.	It
competes	with	commercial	banks	and	other	financial	service	providers,	such	as	thrifts,	credit	unions,	consumer	finance
companies,	investment	firms	and	mortgage	companies.	Some	financial	service	providers	operating	in	PeoplesBank’	s	service
area	operate	on	a	national	and	regional	scale	and	possess	resources	that	are	greater	than	PeoplesBank’	s.	SUPERVISION	AND
REGULATION	GeneralThe	Corporation	is	registered	as	a	bank	holding	company	under	the	Bank	Holding	Company	Act	of
1956	(the	“	BHCA	”)	and	is	subject	to	regulation	and	supervision	by	the	Board	of	Governors	of	the	Federal	Reserve	System	(the
“	Federal	Reserve	Board	”)	and	by	the	Pennsylvania	Department	of	Banking	and	Securities	(the	“	PADOBS	”).	The	Corporation
files	annually	a	report	of	its	operations	with,	and	is	subject	to	examination	by,	the	Federal	Reserve	Board	and	the	PADOBS.
This	regulation	and	oversight	is	generally	intended	to	ensure	that	the	Corporation	limits	its	activities	to	those	allowed	by	law	and
that	it	operates	in	a	safe	and	sound	manner	without	endangering	the	financial	health	of	PeoplesBank.	The	common	stock	of	the
Corporation	is	registered	with	the	Securities	and	Exchange	Commission	(the	“	SEC	”)	under	the	Securities	Exchange	Act	of
1934.	The	Corporation	is	subject	to	the	proxy	and	tender	offer	rules,	insider	trading	reporting	requirements	and	restrictions,	and
certain	other	requirements	of	the	Securities	Exchange	Act	of	1934.	The	Corporation’	s	common	stock	is	listed	on	the	NASDAQ
Global	Market	under	the	symbol	“	CVLY.	”	The	NASDAQ	Stock	Market	listing	requirements	impose	additional	requirements
on	the	Corporation,	including,	among	other	things,	rules	relating	to	corporate	governance	and	the	composition	and	independence
of	its	Board	of	Directors	and	various	committees	of	the	Board,	such	as	the	audit	committee.	PeoplesBank	is	a	Pennsylvania-
chartered	bank	subject	to	extensive	regulation	and	examination	by	the	PADOBS	and	the	Federal	Deposit	Insurance	Corporation
(the	“	FDIC	”),	and	to	certain	requirements	established	by	the	Federal	Reserve	Board.	The	federal	and	state	laws	and	regulations
which	are	applicable	to	banks	regulate,	among	other	things,	the	scope	of	their	business,	their	investments,	their	reserves	against
deposits,	the	payment	of	dividends,	the	timing	of	the	availability	of	deposited	funds	and	the	nature	and	amount	of	and	collateral
for	certain	loans.	There	are	periodic	examinations	by	the	PADOBS	and	the	FDIC	to	test	PeoplesBank’	s	compliance	with
various	regulatory	requirements.	This	regulation	and	supervision	establishes	a	comprehensive	framework	of	activities	in	which
an	institution	can	engage	and	is	intended	primarily	for	the	protection	of	the	FDIC	insurance	fund	and	depositors.	The	regulatory
structure	also	gives	the	regulatory	authorities	extensive	discretion	in	connection	with	their	supervisory	and	enforcement
activities	and	examination	policies,	including	policies	with	respect	to	the	classification	of	assets	and	establishment	of	adequate
loan	loss	reserves	for	regulatory	purposes.	Any	change	in	such	regulation,	whether	by	the	PADOBS,	the	FDIC,	the	Federal
Reserve	Board	or	the	U.	S.	Congress	could	have	a	material	adverse	impact	on	the	Corporation	and	PeoplesBank	and	their
respective	operations.	Federal	law	provides	the	federal	banking	regulators,	including	the	FDIC	and	the	Federal	Reserve	Board,
with	substantial	enforcement	powers.	This	enforcement	authority	includes,	among	other	things,	the	ability	to	assess	civil	money
penalties,	to	issue	cease-	and-	desist	or	removal	orders,	and	to	initiate	injunctive	actions	against	banking	organizations	and
institution-	affiliated	parties,	as	defined.	In	general,	these	enforcement	actions	may	be	initiated	for	violations	of	laws	and
regulations	and	unsafe	or	unsound	practices.	Other	actions	or	inactions	may	provide	the	basis	for	enforcement	action,	including
misleading	or	untimely	reports	filed	with	regulatory	authorities.	Certain	of	the	regulatory	requirements	that	are	applicable	to	the
Corporation	and	PeoplesBank	are	described	below.	This	description	of	statutes	and	regulations	is	not	intended	to	be	a	complete
explanation	of	such	statutes	and	regulations	and	their	effects	on	the	Corporation	and	PeoplesBank	and	is	qualified	in	its	entirety
by	reference	to	the	actual	statutes	and	regulations.	2018	Regulatory	ReformIn	May	2018	the	Economic	Growth,	Regulatory
Relief	and	Consumer	Protection	Act	(the	“	2018	Act	”),	was	enacted	to	modify	or	remove	certain	financial	reform	rules	and
regulations,	including	some	of	those	implemented	under	the	Dodd-	Frank	Wall	Street	Reform	and	Consumer	Protection	Act	(“
Dodd-	Frank	Act	”)	enacted	in	2010.	While	the	2018	Act	maintains	most	of	the	regulatory	structure	established	by	the	Dodd-
Frank	Act,	it	amends	certain	aspects	of	the	regulatory	framework	for	small	depository	institutions	with	assets	of	less	than	$	10
billion	and	for	large	banks	with	assets	of	more	than	$	50	billion.	Many	of	these	changes	resulted	in	meaningful	regulatory	relief
for	community	banks	such	as	PeoplesBank.	The	2018	Act,	among	other	matters,	expanded	the	definition	of	“	qualified
mortgages	”	which	may	be	held	by	a	financial	institution	and	simplifies	the	regulatory	capital	rules	for	financial	institutions	and
their	holding	companies	with	total	consolidated	assets	of	less	than	$	10	billion	by	instructing	the	federal	banking	regulators	to
establish	a	single	“	Community	Bank	Leverage	Ratio	”	of	between	8	and	10	percent	to	replace	the	leverage	and	risk-	based
regulatory	capital	ratios.	The	2018	Act	also	expanded	the	category	of	holding	companies	that	may	rely	on	the	“	Small	Bank



Holding	Company	and	Savings	and	Loan	Holding	Company	Policy	Statement	”	(the	“	SBHC	Policy	”)	by	raising	the	maximum
amount	of	assets	a	qualifying	holding	company	may	have	from	$	1	billion	to	$	3	billion.	This	expansion	also	excluded	such
holding	companies	from	the	minimum	capital	requirements	of	the	Dodd-	Frank	Act.	In	addition,	the	2018	Act	included
regulatory	relief	for	community	banks	regarding	regulatory	examination	cycles,	call	reports,	the	Volcker	Rule	(proprietary
trading	prohibitions),	mortgage	disclosures	and	risk	weights	for	certain	high-	risk	commercial	real	estate	loans.	Regulation	of	the
CorporationBank	Holding	Company	Act	Activities	and	Other	Limitations.	Under	the	BHCA,	the	Corporation	must	obtain	the
prior	approval	of	the	Federal	Reserve	Board	before	it	may	acquire	control	of	another	bank	or	bank	holding	company,	merge	or
consolidate	with	another	bank	holding	company,	acquire	all	or	substantially	all	of	the	assets	of	another	bank	or	bank	holding
company,	or	acquire	direct	or	indirect	ownership	or	control	of	any	voting	shares	of	any	bank	or	bank	holding	company	if,	after
such	acquisition,	the	Corporation	would	directly	or	indirectly	own	or	control	more	than	5	%	of	such	shares.	Federal	statutes
impose	restrictions	on	the	ability	of	a	bank	holding	company	and	its	nonbank	subsidiaries	to	obtain	extensions	of	credit	from	its
subsidiary	bank,	on	the	subsidiary	bank’	s	investments	in	the	stock	or	securities	of	the	holding	company,	and	on	the	subsidiary
bank’	s	accepting	the	holding	company’	s	stock	or	securities	as	collateral	for	loans	to	any	borrower.	A	bank	holding	company
and	its	subsidiaries	are	also	prevented	from	engaging	in	certain	so-	called	“	tie-	in	”	arrangements	in	connection	with	any
extension	of	credit,	lease	or	sale	of	property,	or	furnishing	of	services	by	the	subsidiary	bank.	A	bank	holding	company	is
required	to	serve	as	a	source	of	financial	and	managerial	strength	to	its	subsidiary	banks	and	may	not	conduct	its	operations	in
an	unsafe	or	unsound	manner.	In	addition,	it	has	been	the	policy	of	the	Federal	Reserve	Board	that	a	bank	holding	company
should	stand	ready	to	use	available	resources	to	provide	adequate	capital	to	its	subsidiary	banks	during	periods	of	financial
stress	or	adversity	and	should	maintain	the	financial	flexibility	and	capital-	raising	capacity	to	obtain	additional	resources	for
assisting	its	subsidiary	banks.	A	bank	holding	company’	s	failure	to	meet	its	obligations	to	serve	as	a	source	of	strength	to	its
subsidiary	banks	will	generally	be	considered	by	the	Federal	Reserve	Board	to	be	an	unsafe	and	unsound	banking	practice	or	a
violation	of	the	Federal	Reserve	Board	regulations,	or	both.	The	Dodd-	Frank	Act	included	a	provision	that	directs	federal
regulators	to	require	depository	institution	holding	companies	to	serve	as	a	source	of	strength	for	their	depository	institution
subsidiaries.	To	date,	no	regulations	have	been	promulgated	to	implement	that	provision.	Non-	Banking	Activities.	The	business
activities	of	the	Corporation,	as	a	bank	holding	company,	are	restricted	by	the	BHCA.	Under	the	BHCA	and	the	Federal
Reserve	Board’	s	bank	holding	company	regulations,	bank	holding	companies	may	only	engage	in,	or	acquire	or	control	voting
securities	or	assets	of	a	company	engaged	in:	�	banking	or	managing	or	controlling	banks	and	other	subsidiaries	authorized
under	the	BHCA;	and	�	any	BHCA	activity	the	Federal	Reserve	Board	has	determined	to	be	so	closely	related	that	it	is
incidental	to	banking	or	managing	or	controlling	banks.	The	Federal	Reserve	Board	has	determined	by	regulation	that	certain
activities	are	closely	related	to	banking	including	operating	a	mortgage	company,	finance	company,	credit	card	company,
factoring	company,	trust	company	or	savings	association;	performing	certain	data	processing	operations;	providing	limited
securities	brokerage	services;	acting	as	an	investment	or	financial	advisor;	acting	as	an	insurance	agent	for	certain	types	of
credit-	related	insurance;	leasing	personal	property	on	a	full-	payout,	non-	operating	basis;	providing	tax	planning	and
preparation	services;	operating	a	collection	agency;	and	providing	certain	courier	services.	Moreover,	as	discussed	below,	certain
other	activities	are	permissible	for	a	bank	holding	company	that	becomes	a	financial	holding	company.	Financial	Holding
Companies.	Bank	holding	companies	may	also	engage	in	a	broad	range	of	activities	under	a	regulatory	designation	known	as	a	“
financial	holding	company.	”	A	financial	holding	company	essentially	is	a	bank	holding	company	with	significantly	expanded
powers.	Financial	holding	companies	are	authorized	by	statute	to	engage	in	a	number	of	financial	activities	previously
impermissible	for	bank	holding	companies,	including	securities	underwriting,	dealing	and	market	making;	sponsoring	mutual
funds	and	investment	companies;	insurance	underwriting	and	agency;	and	merchant	banking	activities.	The	Federal	Reserve
Board	and	the	Department	of	the	Treasury	are	also	authorized	to	permit	additional	activities	for	financial	holding	companies	if
the	activities	are	“	financial	in	nature	”	or	“	incidental	”	to	financial	activities.	A	bank	holding	company	may	become	a	financial
holding	company	if	each	of	its	subsidiary	banks	is	“	well-	capitalized	”,	“	well-	managed	”,	and	has	at	least	a	“	satisfactory	”
Community	Reinvestment	Act	rating.	A	financial	holding	company	must	provide	notice	to	the	Federal	Reserve	Board	within	30
days	after	commencing	activities	determined	by	statute	or	by	the	Federal	Reserve	Board	and	the	Department	of	the	Treasury	to
be	permissible	for	financial	holding	companies.	The	Corporation	has	not	commenced	any	such	activities,	or	submitted	such
notices,	however,	it	is	not	precluded	from	doing	so	in	the	future.	Regulatory	Capital	Requirements.	The	Federal	Reserve	Board
has	adopted	capital	adequacy	guidelines	pursuant	to	which	it	assesses	the	adequacy	of	capital	in	examining	and	supervising	a
bank	holding	company	and	in	analyzing	applications	under	the	BHCA.	The	Federal	Reserve	Board’	s	capital	adequacy
guidelines	for	a	bank	holding	company,	on	a	consolidated	basis,	are	similar	to	those	imposed	on	PeoplesBank	by	the	FDIC.	See
“-	Regulation	of	PeoplesBank-	Capital	Requirements	”	below.	Moreover,	certain	of	the	bank	holding	company	capital
requirements	promulgated	by	the	Federal	Reserve	Board	in	2013	became	effective	as	of	January	1,	2017.	Those	requirements
establish	four	minimum	capital	ratios	that	the	Corporation	had	to	comply	with	as	of	that	date	as	set	forth	in	the	table	below.
However,	in	May	2016,	amendments	to	the	Federal	Reserve	Board’	s	SBHC	Policy	became	effective	which	increased	the	asset
threshold	to	qualify	to	utilize	the	provisions	of	the	SBHC	Policy	from	$	500	million	to	$	1.	0	billion.	Subsequently,	as	part	of	the
2018	Act,	the	threshold	was	increased	to	$	3.	0	billion.	Bank	holding	companies	which	are	subject	to	the	SBHC	Policy	are	not
subject	to	compliance	with	the	regulatory	capital	requirements	set	forth	in	the	table	below	until	they	exceed	$	3.	0	billion	in
assets.	As	a	consequence,	as	of	December	31,	2022,	the	Corporation	was	not	required	to	comply	with	the	requirements	set	forth
below	and	will	not	be	subject	to	such	requirements	until	such	time	that	its	consolidated	total	assets	exceed	$	3.	0	billion	or	the
Federal	Reserve	Board	determines	that	the	Corporation	is	no	longer	deemed	to	be	a	small	bank	holding	company.	However,	if
the	Corporation	had	been	subject	to	the	requirements,	it	would	have	been	in	compliance	with	such	requirements.	Capital	Ratio
Regulatory	Minimum	Common	Equity	Tier	1	Capital	4.	5	%	Tier	1	Leverage	Capital	4.	0	%	Tier	1	Risk-	Based	Capital	6.	0	%
Total	Risk-	Based	Capital	8.	0	%	The	Tier	1	Leverage	Capital	requirement	is	calculated	as	a	percentage	of	total	assets	and	the



other	three	capital	requirements	are	calculated	as	a	percentage	of	risk-	weighted	assets.	In	addition	to	the	minimum	capital
requirements,	if	the	Corporation’	s	assets	exceed	$	3.	0	billion,	to	avoid	becoming	subject	to	restrictions	on	capital	distributions
and	certain	discretionary	bonus	payments	to	management,	the	Corporation	would	be	required	to	also	maintain	a	Capital
Conservation	Buffer	of	at	least	2.	50	%,	consisting	of	Common	Equity	Tier	1	Capital	to	risk-	weighted	assets.	For	a	more
detailed	discussion	of	the	capital	rules,	see	“	Regulatory	Capital	Regulations	”	under	“	Regulation	of	PeoplesBank	”	below.
Restrictions	on	Dividends	and	Share	Repurchases.	The	Corporation’	s	ability	to	declare	and	pay	dividends	may	depend	in	part
on	dividends	received	from	PeoplesBank.	The	Pennsylvania	Banking	Code	of	1965	regulates	the	distribution	of	dividends	by
banks	and	states,	in	part,	that	dividends	may	be	declared	and	paid	out	of	accumulated	net	earnings,	provided	that	the	bank
continues	to	meet	its	surplus	requirements.	In	addition,	dividends	may	not	be	declared	or	paid	if	PeoplesBank	is	in	default	in
payment	of	any	assessment	due	the	FDIC.	A	Federal	Reserve	Board	policy	statement	on	the	payment	of	cash	dividends	states
that	a	bank	holding	company	should	pay	cash	dividends	only	to	the	extent	that	the	holding	company’	s	net	income	for	the	past
year	is	sufficient	to	cover	both	the	cash	dividends	and	a	rate	of	earnings	retention	that	is	consistent	with	the	holding	company’	s
capital	needs,	asset	quality	and	overall	financial	condition.	The	Federal	Reserve	Board’	s	policy	statement	also	provides	that	it
would	be	inappropriate	for	a	company	experiencing	serious	financial	problems	to	borrow	funds	to	pay	dividends.	Furthermore,
under	the	federal	prompt	corrective	action	regulations,	the	Federal	Reserve	Board	may	prohibit	a	bank	holding	company	from
paying	any	dividends	if	the	holding	company’	s	bank	subsidiary	is	classified	as	“	undercapitalized.	”	See	“-	Regulation	of
PeoplesBank-	Prompt	Corrective	Action	”	below.	Section	225.	4	(b)	(1)	of	Regulation	Y	promulgated	by	the	Federal	Reserve
Board	requires	that	a	bank	holding	company	that	is	not	“	well-	capitalized	”	or	“	well-	managed	”,	or	that	is	subject	to	any
unresolved	supervisory	issues,	provide	prior	notice	to	the	Federal	Reserve	Board	for	any	repurchase	or	redemption	of	its	equity
securities	for	cash	or	other	value	that	would	reduce	by	10	percent	or	more	the	bank	holding	company’	s	consolidated	net	worth
aggregated	over	the	preceding	12-	month	period.	The	Federal	Reserve	Bank	may	disapprove	such	a	purchase	or	redemption	if	it
determines	that	the	proposal	would	constitute	an	unsafe	or	unsound	practice	or	would	violate	any	law,	regulation,	Federal
Reserve	Board	order	or	any	condition	imposed	by,	or	written	agreement	with,	the	Federal	Reserve	Board.	As	of	December	31,
2022,	neither	the	Corporation	nor	PeoplesBank	were	subject	to	any	supervisory	restrictions	on	their	respective	ability	to	pay
dividends.	Federal	Securities	Laws	and	the	Sarbanes-	Oxley	Act.	The	Corporation’	s	common	stock	is	registered	with	the	SEC
under	Section	12	(b)	of	the	Securities	Exchange	Act	of	1934.	The	Corporation	is	subject	to	the	proxy	and	tender	offer	rules,
insider	trading	reporting	requirements	and	restrictions,	and	certain	other	requirements	under	the	Securities	Exchange	Act	of
1934.	As	a	public	company,	the	Corporation	is	also	subject	to	the	Sarbanes-	Oxley	Act	of	2002	(“	SOA	”),	which	is	applicable
to	all	companies,	both	U.	S.	and	non-	U.	S.,	that	file	periodic	reports	under	the	Securities	Exchange	Act	of	1934.	The	stated
goals	of	the	SOA	were	to	increase	corporate	responsibility,	to	provide	for	enhanced	penalties	for	accounting	and	auditing
improprieties	at	publicly	traded	companies	and	to	protect	investors	by	improving	the	accuracy	and	reliability	of	corporate
disclosures	pursuant	to	the	securities	laws.	The	SEC	is	responsible	for	establishing	rules	to	implement	various	provisions	of	the
SOA.	The	SOA	includes	specific	disclosure	requirements	and	corporate	governance	rules,	requires	the	SEC	and	securities
exchanges	to	adopt	extensive	additional	disclosure,	corporate	governance	and	other	related	rules	and	mandates	further	studies	of
certain	issues	by	the	SEC.	The	SOA	represents	significant	regulation	of	the	accounting	profession	and	corporate	governance
practices,	such	as	the	relationship	between	a	board	of	directors	and	management	and	between	a	board	of	directors	and	its
committees.	As	directed	by	the	SOA,	the	Corporation’	s	principal	executive	officer	and	principal	financial	officer	are	required
to	certify	that	the	Corporation’	s	quarterly	and	annual	reports	do	not	contain	any	untrue	statement	of	a	material	fact.	The	rules
adopted	by	the	SEC	under	the	SOA	have	several	requirements,	including	having	these	officers	certify	that:	they	are	responsible
for	establishing,	maintaining	and	regularly	evaluating	the	effectiveness	of	our	internal	control	over	financial	reporting;	they	have
made	certain	disclosures	to	the	Corporation’	s	auditors	and	the	audit	committee	of	the	Board	of	Directors	about	the	Corporation’
s	internal	control	over	financial	reporting;	and	they	have	included	information	in	the	Corporation’	s	quarterly	and	annual	reports
about	their	evaluation	and	whether	there	have	been	changes	in	the	Corporation’	s	internal	control	over	financial	reporting	or	in
other	factors	that	could	materially	affect	the	Corporation’	s	internal	control	over	financial	reporting.	On	March	12,	2020,	the
SEC	issued	a	final	rule	under	the	SOA	–	Amendments	to	the	Accelerated	Filer	and	Large	Accelerated	Filer	Definitions.	As	a
result	of	the	amendments,	certain	low	revenue	filers	will	remain	obligated	to	provide	a	report	by	management	assessing	the
effectiveness	of	the	Corporation’	s	internal	control	over	financial	reporting	(“	ICFR	”),	but	are	not	required	to	provide	an
attestation	report	from	the	Corporation’	s	independent	auditor	assessing	the	effectiveness	of	the	Corporation’	s	ICFR.	The
Corporation	meets	the	amended	definition	and	is	not	required	to	provide	an	attestation	report	from	its	independent	auditor
assessing	the	effectiveness	of	its	ICFR.	PeoplesBank	remains	subject	to	independent	auditor	attestation	under	FDIC	regulation
363.	3	(b).	Volcker	Rule	Regulations.	Regulations	have	been	adopted	by	the	federal	banking	agencies	to	implement	the
provisions	of	the	Dodd-	Frank	Act	commonly	referred	to	as	the	Volcker	Rule.	The	regulations	contain	prohibitions	and
restrictions	on	the	ability	of	financial	institutions	holding	companies	and	their	affiliates	to	engage	in	proprietary	trading	and	to
hold	certain	interests	in,	or	to	have	certain	relationships	with,	various	types	of	investment	funds,	including	hedge	funds	and
private	equity	funds.	However	federal	regulations	exclude	from	the	Volcker	Rule	restrictions	community	banks	with	$	10	billion
or	less	in	total	consolidated	assets	and	total	trading	assets	and	liabilities	of	five	percent	or	less	of	total	consolidated	assets.	The
Corporation	qualifies	for	the	exclusion	from	the	Volcker	Rule	restrictions.	Limitations	on	Transactions	with	Affiliates.
Transactions	between	insured	financial	institutions	and	any	affiliate	are	governed	by	Sections	23A	and	23B	of	the	Federal
Reserve	Act.	An	affiliate	of	an	insured	financial	institution	is	any	company	or	entity	which	controls,	is	controlled	by	or	is	under
common	control	with	the	insured	financial	institution.	In	a	bank	holding	company	context,	the	bank	holding	company	of	an
insured	financial	institution	(such	as	the	Corporation)	and	any	companies	which	are	controlled	by	such	holding	company	are
affiliates	of	the	insured	financial	institution.	Generally,	Section	23A	limits	the	extent	to	which	the	insured	financial	institution	or
its	subsidiaries	may	engage	in	“	covered	transactions	”	with	any	one	affiliate	to	an	amount	equal	to	10	%	of	such	institution’	s



capital	stock	and	surplus,	and	contains	an	aggregate	limit	on	all	such	transactions	with	all	affiliates	to	an	amount	equal	to	20	%
of	such	capital	stock	and	surplus.	Section	23B	applies	to	“	covered	transactions	”	as	well	as	certain	other	transactions	and
requires	that	all	transactions	be	on	terms	substantially	the	same,	or	at	least	as	favorable	to	the	insured	financial	institution,	as
those	provided	to	a	non-	affiliate.	The	term	“	covered	transaction	”	includes	the	making	of	loans	to,	purchase	of	assets	from	and
issuance	of	a	guarantee	to	an	affiliate	and	similar	transactions.	Section	23B	transactions	also	include	the	provision	of	services
and	the	sale	of	assets	by	an	insured	financial	institution	to	an	affiliate.	Limitations	on	Loans	to	Insiders.	Sections	22	(g)	and	(h)
of	the	Federal	Reserve	Act	place	restrictions	on	loans	to	executive	officers,	directors	and	principal	stockholders.	Under	Section
22	(h),	loans	to	a	director,	an	executive	officer	and	to	a	greater	than	10	%	stockholder	of	an	insured	financial	institution,	and
certain	affiliated	interests	of	either,	may	not	exceed,	together	with	all	other	outstanding	loans	to	such	person	and	affiliated
interests,	the	insured	financial	institution’	s	loans	to	one	borrower	limit	(generally	equal	to	15	%	of	the	institution’	s	unimpaired
capital	and	surplus).	Section	22	(h)	also	requires	that	loans	to	directors,	executive	officers	and	principal	stockholders	be	made
on	terms	substantially	the	same	as	offered	in	comparable	transactions	to	other	persons	unless	the	loans	are	made	pursuant	to	a
benefit	or	compensation	program	that	(i)	is	widely	available	to	employees	of	the	institution	and	(ii)	does	not	give	preference	to
any	director,	executive	officer	or	principal	stockholder,	or	certain	affiliated	interests	of	either,	over	other	employees	of	the
insured	financial	institution.	Section	22	(h)	also	requires	prior	board	approval	for	certain	loans.	In	addition,	the	aggregate
amount	of	extensions	of	credit	by	an	insured	financial	institution	to	all	insiders	cannot	exceed	the	institution’	s	unimpaired
capital	and	surplus.	Furthermore,	Section	22	(g)	places	additional	restrictions	on	loans	to	executive	officers.	At	December	31,
2022,	PeoplesBank	was	in	compliance	with	the	above	restrictions.	Regulation	of	PeoplesBankPennsylvania	Banking	Law.	The
Pennsylvania	Banking	Code	of	1965	(the	“	PA	Banking	Code	”)	contains	detailed	provisions	governing	the	organization,
location	of	offices,	rights	and	responsibilities	of	directors,	officers,	employees	and	members,	as	well	as	corporate	powers,
savings	and	investment	operations	and	other	aspects	of	PeoplesBank	and	its	affairs.	The	Banking	Code	delegates	extensive
rulemaking	power	and	administrative	discretion	to	the	PADOBS	so	that	the	supervision	and	regulation	of	state-	chartered	banks
may	be	flexible	and	readily	responsive	to	changes	in	economic	conditions	and	in	savings	and	lending	practices.	One	of	the
purposes	of	the	PA	Banking	Code	is	to	provide	banks	with	the	opportunity	to	be	competitive	with	each	other	and	with	other
financial	institutions	existing	under	other	Pennsylvania	laws	and	other	state,	federal	and	foreign	laws.	A	Pennsylvania	bank	may
locate	or	change	the	location	of	its	principal	place	of	business	and	establish	an	office	anywhere	in	Pennsylvania,	with	the	prior
approval	of	the	PADOBS.	The	PADOBS	generally	examines	each	bank	not	less	frequently	than	once	every	two	years.	Although
the	PADOBS	may	accept	the	examinations	and	reports	of	the	FDIC	in	lieu	of	its	own	examination,	the	present	practice	is	for	the
PADOBS	to	alternate	conducting	examinations	with	the	FDIC.	The	PADOBS	may	order	any	bank	to	discontinue	any	violation
of	law	or	unsafe	or	unsound	business	practice	and	may	direct	any	director,	trustee,	officer,	attorney	or	employee	of	a	bank
engaged	in	an	objectionable	activity,	after	the	PADOBS	has	ordered	the	activity	to	be	terminated,	to	show	cause	at	a	hearing
before	the	PADOBS	why	such	person	should	not	be	removed.	Insurance	of	Accounts.	The	deposits	of	PeoplesBank	are	insured
to	the	maximum	extent	permitted	by	the	Deposit	Insurance	Fund	and	are	backed	by	the	full	faith	and	credit	of	the	U.	S.
Government.	The	Dodd-	Frank	Act	increased	deposit	insurance	on	most	accounts	to	$	250,	000.	As	insurer,	the	FDIC	is
authorized	to	conduct	examinations	of,	and	to	require	reporting	by,	insured	institutions.	It	also	may	prohibit	any	insured
institution	from	engaging	in	any	activity	determined	by	regulation	or	order	to	pose	a	serious	threat	to	the	FDIC.	The	FDIC	also
has	the	authority	to	initiate	enforcement	actions	against	savings	institutions.	The	FDIC	assesses	deposit	insurance	premiums	on
the	assessment	base	of	a	depository	institution,	which	is	its	average	total	assets	reduced	by	the	amount	of	its	average	tangible
equity.	For	a	small	institution	(one	with	assets	of	less	than	$	10	billion)	that	has	been	federally	insured	for	at	least	five	years,
effective	July	1,	2016,	the	initial	base	assessment	rate	ranges	from	3	to	30	basis	points,	based	on	the	institution’	s	CAMELS
composite	and	component	ratings	and	certain	financial	ratios;	its	leverage	ratio;	its	ratio	of	net	income	before	taxes	to	total
assets;	its	ratio	of	nonperforming	loans	and	leases	to	gross	assets;	its	ratio	of	other	real	estate	owned	to	gross	assets;	its	brokered
deposits	ratio	(excluding	reciprocal	deposits	if	the	institution	is	well-	capitalized	and	has	a	CAMELS	composite	rating	of	1	or	2);
its	one	year	asset	growth	ratio	(which	penalizes	growth	adjusted	for	mergers	in	excess	of	10	%);	and	its	loan	mix	index	(which
penalizes	higher	risk	loans	based	on	historical	industry	charge	off	rates).	The	initial	base	assessment	rate	is	subject	to	downward
adjustment	(not	below	1.	5	%)	based	on	the	ratio	of	unsecured	debt	the	institution	has	issued	to	its	assessment	base	and	to
upward	adjustment	(which	can	cause	the	rate	to	exceed	30	basis	points)	based	on	its	holdings	of	unsecured	debt	issued	by	other
insured	institutions.	Institutions	with	assets	of	$	10	billion	or	more	are	assessed	using	a	scorecard	method.	The	FDIC	may
terminate	the	deposit	insurance	of	any	insured	depository	institution,	including	PeoplesBank,	if	it	determines	after	a	hearing	that
the	institution	has	engaged	or	is	engaging	in	unsafe	or	unsound	practices,	is	in	an	unsafe	or	unsound	condition	to	continue
operations,	or	has	violated	any	applicable	law,	regulation,	order	or	any	condition	imposed	by	an	agreement	with	the	FDIC.	It
also	may	suspend	deposit	insurance	temporarily	during	the	hearing	process	for	the	permanent	termination	of	insurance	if	the
institution	has	no	tangible	capital.	If	insurance	of	accounts	is	terminated,	the	accounts	at	the	institution	at	the	time	of	the
termination,	less	subsequent	withdrawals,	shall	continue	to	be	insured	for	a	period	of	six	months	to	two	years,	as	determined	by
the	FDIC.	Management	is	not	aware	of	any	existing	circumstances	which	could	result	in	termination	of	PeoplesBank’	s	deposit
insurance.	Regulatory	Capital	Requirements.	Unless	a	community	bank	qualifies	and	elects	to	comply	with	the	community	bank
leverage	ratio	requirement	described	below,	federal	regulations	require	FDIC-	insured	depository	institutions	to	meet	several
minimum	capital	standards:	a	common	equity	Tier	1	capital	to	risk-	based	assets	ratio	of	4.	5	%,	a	Tier	1capital	to	risk-	based
assets	of	6.	0	%,	a	total	capital	to	risk-	based	assets	ratio	of	8.	0	%	and	a	Tier	1	capital	to	average	assets	leverage	ratio	of	4.	0	%.
In	addition,	in	order	to	make	capital	distributions	and	pay	discretionary	bonuses	to	executive	officers	without	restriction,	an
institution	must	also	maintain	greater	than	2.	5	%	in	common	equity	attributable	to	a	capital	conservation	buffer.	The	existing
capital	requirements	were	effective	January	1,	2015	and	were	the	result	of	a	final	rule	implementing	regulatory	amendments
based	on	recommendations	of	the	Basel	Committee	on	Banking	Supervision	and	certain	requirements	of	the	Dodd-	Frank	Act.



Effective	January	1,	2020,	qualifying	community	banking	organizations	may	elect	to	comply	with	a	greater	than	9	%
community	bank	leverage	ratio	(the	“	CBLR	”)	requirement	in	lieu	of	the	currently	applicable	requirements	for	calculating	and
reporting	risk-	based	capital	ratios.	The	CBLR	is	equal	to	Tier	1	capital	divided	by	average	total	consolidated	assets.	In	order	to
qualify	for	the	CBLR	election,	a	community	bank	must	(i)	have	a	leverage	capital	ratio	greater	than	9	percent,	(2)	have	less	than
$	10	billion	in	average	total	consolidated	assets,	(3)	not	exceed	certain	levels	of	off-	balance	sheet	exposure	and	trading	assets
plus	trading	liabilities	and	(4)	not	be	an	advanced	approaches	banking	organization.	A	community	bank	that	meets	the	above
qualifications	and	elects	to	utilize	the	CBLR	is	considered	to	have	satisfied	the	risk-	based	and	leverage	capital	requirements	in
the	generally	applicable	capital	rules	and	is	also	considered	to	be	“	well-	capitalized	”	under	the	prompt	corrective	action	rules.
As	of	December	31,	2022,	PeoplesBank	had	not	elected	to	be	subject	to	the	CBLR	requirement.	Common	equity	Tier	1	capital
is	generally	defined	as	common	stockholders’	equity	and	retained	earnings.	Tier	1	capital	is	generally	defined	as	common	equity
Tier	1	and	additional	Tier	1	capital.	Additional	Tier	1	capital	includes	certain	noncumulative	perpetual	preferred	stock	and
related	surplus	and	minority	interests	in	equity	accounts	of	consolidated	subsidiaries.	Total	capital	includes	Tier	1	capital
(common	equity	Tier	1	capital	plus	additional	Tier	1	capital)	and	Tier	2	capital.	Tier	2	capital	is	comprised	of	capital
instruments	and	related	surplus,	meeting	specified	requirements,	and	may	include	cumulative	preferred	stock	and	long-	term
perpetual	preferred	stock,	mandatory	convertible	securities,	intermediate	preferred	stock	and	subordinated	debt.	Also	included	in
Tier	2	capital	is	the	allowance	for	loan	and	lease	losses	limited	to	a	maximum	of	1.	25	%	of	risk-	weighted	assets	and,	for
institutions	that	have	exercised	an	opt-	out	election	regarding	the	treatment	of	Accumulated	Other	Comprehensive	Income	(“
AOCI	”),	up	to	45	%	of	net	unrealized	gains	on	available-	for-	sale	equity	securities	with	readily	determinable	fair	market	values.
Institutions	that	have	not	exercised	the	AOCI	opt-	out	have	AOCI	incorporated	into	common	equity	Tier	1	capital	(including
unrealized	gains	and	losses	on	available-	for-	sale-	securities).	PeoplesBank	exercised	its	AOCI	opt-	out	election.	Calculation	of
all	types	of	regulatory	capital	is	subject	to	deductions	and	adjustments	specified	in	the	regulations.	In	determining	the	amount	of
risk-	weighted	assets	for	purposes	of	calculating	risk-	based	capital	ratios,	all	assets,	including	certain	off-	balance	sheet	assets
(e.	g.,	recourse	obligations,	direct	credit	substitutes,	residual	interests)	are	multiplied	by	a	risk	weight	factor	assigned	by	the
regulations	based	on	the	risks	believed	inherent	in	the	type	of	asset.	Higher	levels	of	capital	are	required	for	asset	categories
believed	to	present	greater	risk.	For	example,	a	risk	weight	of	0	%	is	assigned	to	cash	and	U.	S.	government	securities,	a	risk
weight	of	50	%	is	generally	assigned	to	prudently	underwritten	first	lien	one-	to	four-	family	residential	real	estate	loans,	a	risk
weight	of	100	%	is	assigned	to	commercial	and	consumer	loans,	a	risk	weight	of	150	%	is	assigned	to	certain	past	due	loans	and
a	risk	weight	of	between	0	%	to	600	%	is	assigned	to	permissible	equity	interests,	depending	on	certain	specified	factors.	At
December	31,	2022,	PeoplesBank	exceeded	all	of	its	regulatory	capital	requirements,	with	Tier	1	leverage	(to	average	assets),
Tier	1	common	equity	(to	risk-	weighted	assets),	Tier	1	(to	risk-	weighted	assets)	and	Total	risk-	based	capital	ratios	of	10.	96
%,	14.	15	%,	14.	15	%	and	15.	34	%,	respectively.	Additional	information	can	be	found	in	Note	9	–	Regulatory	Matters.	Any
bank	that	fails	any	of	the	capital	requirements	is	subject	to	possible	enforcement	action	by	the	FDIC.	Such	action	could	include
a	capital	directive,	a	cease	and	desist	order,	civil	money	penalties,	the	establishment	of	restrictions	on	the	institution’	s
operations,	termination	of	federal	deposit	insurance	and	the	appointment	of	a	conservator	or	receiver.	The	FDIC’	s	capital
regulations	provide	that	such	actions,	through	enforcement	proceedings	or	otherwise,	could	require	one	or	more	of	a	variety	of
corrective	actions.	PADOBS	Capital	Requirements.	PeoplesBank	is	also	subject	to	more	stringent	PADOBS	capital	guidelines.
Although	not	adopted	in	regulation	form,	the	PADOBS	utilizes	capital	standards	requiring	a	minimum	of	6	%	leverage	capital
and	10	%	risk-	based	capital.	The	components	of	leverage	and	risk-	based	capital	are	substantially	the	same	as	those	defined	by
the	FDIC.	At	December	31,	2022,	PeoplesBank’	s	capital	ratios	exceeded	each	of	the	regulatory	capital	requirements.	Prompt
Corrective	Action.	The	following	table	shows	the	amount	of	capital	associated	with	the	different	capital	categories	set	forth	in
the	FDIC’	s	prompt	corrective	action	regulations	(and	does	not	take	into	account	the	potential	determination	to	elect	to	use	the
CBLR).	Total	Tier	1	Tier	1	Tier	1	Risk-	Based	Risk-	Based	Common	Equity	Leverage	Capital	Category	Capital	Capital	Capital
Capital	Well-	capitalized	10	%	or	more	8	%	or	more	6.	5	%	or	more	5	%	or	more	Adequately	capitalized	8	%	or	more	6	%	or
more	4.	5	%	or	more	4	%	or	more	Undercapitalized	Less	than	8	%	Less	than	6	%	Less	than	4.	5	%	Less	than	4	%	Significantly
undercapitalized	Less	than	6	%	Less	than	4	%	Less	than	3	%	Less	than	3	%	In	addition,	an	institution	is	“	critically
undercapitalized	”	if	it	has	a	ratio	of	tangible	equity	to	total	assets	that	is	equal	to	or	less	than	2.	0	%.	Under	specified
circumstances,	a	federal	banking	agency	may	reclassify	a	“	well-	capitalized	”	institution	as	adequately	capitalized	and	may
require	an	adequately	capitalized	institution	or	an	undercapitalized	institution	to	comply	with	supervisory	actions	as	if	it	were	in
the	next	lower	category	(except	that	the	FDIC	may	not	reclassify	a	significantly	undercapitalized	institution	as	critically
undercapitalized).	An	institution	generally	must	file	a	written	capital	restoration	plan	which	meets	specified	requirements	within
45	days	of	the	date	that	the	institution	receives	notice	or	is	deemed	to	have	notice	that	it	is	undercapitalized,	significantly
undercapitalized	or	critically	undercapitalized.	A	federal	banking	agency	must	provide	the	institution	with	written	notice	of
approval	or	disapproval	within	60	days	after	receiving	a	capital	restoration	plan,	subject	to	extensions	by	the	agency.	An
institution	which	is	required	to	submit	a	capital	restoration	plan	must	concurrently	submit	a	performance	guaranty	by	each
company	that	controls	the	institution.	In	addition,	undercapitalized	institutions	are	subject	to	various	regulatory	restrictions,	and
the	appropriate	federal	banking	agency	also	may	take	any	number	of	discretionary	supervisory	actions.	At	December	31,	2022,
PeoplesBank	was	deemed	to	be	a	“	well-	capitalized	”	institution	for	purposes	of	the	prompt	corrective	action	regulations	and	as
such	is	not	subject	to	the	above	mentioned	restrictions.	Activities	and	Investments	of	Insured	State-	Chartered	Banks.	The
activities	and	equity	investments	of	FDIC-	insured,	state-	chartered	banks	are	generally	limited	to	those	that	are	permissible	for
national	banks	or	a	federal	savings	association.	Under	regulations	dealing	with	equity	investments,	an	insured	state	bank
generally	may	not	directly	or	indirectly	acquire	or	retain	any	equity	investment	of	a	type,	or	in	an	amount,	that	is	not	permissible
for	a	national	bank	or	a	federal	savings	association.	The	FDIC	has	adopted	regulations	pertaining	to	the	other	activity
restrictions	imposed	upon	insured	state-	chartered	banks	and	their	subsidiaries.	Pursuant	to	such	regulations,	insured	state	banks



engaging	in	impermissible	activities	may	seek	approval	from	the	FDIC	to	continue	such	activities,	and	state	banks	not	engaging
in	such	activities	but	that	desire	to	engage	in	otherwise	impermissible	activities	either	directly	or	through	a	subsidiary	may	apply
for	approval	from	the	FDIC	to	do	so.	Restrictions	on	Capital	Distributions.	Under	federal	rules,	an	insured	depository	institution
may	not	pay	any	dividend	if	making	such	payments	would	cause	it	to	become	undercapitalized	or	if	it	is	already
undercapitalized.	In	addition,	federal	regulators	have	the	authority	to	restrict	or	prohibit	the	payment	of	dividends	for	safety	and
soundness	reasons.	The	FDIC	also	prohibits	an	insured	depository	institution	from	paying	dividends	on	its	capital	stock	or
interest	on	its	capital	notes	or	debentures	(if	such	interest	is	required	to	be	paid	only	out	of	net	profits)	or	distributing	any	of	its
capital	assets	while	it	remains	in	default	in	the	payment	of	any	assessment	due	the	FDIC.	PeoplesBank	is	currently	not	in	default
in	any	assessment	payment	to	the	FDIC.	The	PA	Banking	Code	also	restricts	the	payment	and	amount	of	dividends,	including
the	requirement	that	dividends	be	paid	only	out	of	accumulated	net	earnings.	Incentive	Compensation.	Guidelines	adopted	by
the	federal	banking	agencies	pursuant	to	the	Federal	Deposit	Insurance	Act	prohibit	payment	of	excessive	compensation	as	an
unsafe	and	unsound	practice	and	describe	compensation	as	excessive	when	the	amounts	paid	are	unreasonable	or
disproportionate	to	the	services	performed	by	an	executive	officer,	employee,	director	or	principal	stockholder.	In	June	2010,
the	federal	banking	agencies	issued	comprehensive	guidance	on	incentive	compensation	policies	(the	“	Incentive	Compensation
Guidance	”)	intended	to	ensure	that	the	incentive	compensation	policies	of	banking	organizations	do	not	undermine	the	safety
and	soundness	of	such	organizations	by	encouraging	excessive	risk-	taking.	The	Incentive	Compensation	Guidance,	which
covers	all	employees	that	have	the	ability	to	materially	affect	the	risk	profile	of	an	organization,	either	individually	or	as	part	of
a	group,	is	based	upon	the	key	principles	that	a	banking	organization’	s	incentive	compensation	arrangements	should	(i)	provide
incentives	that	do	not	encourage	risk-	taking	beyond	the	organization’	s	ability	to	effectively	identify	and	manage	risks,	(ii)	be
compatible	with	effective	internal	controls	and	risk	management,	and	(iii)	be	supported	by	strong	corporate	governance,
including	active	and	effective	oversight	by	the	organization’	s	board	of	directors.	Any	deficiencies	in	compensation	practices
that	are	identified	may	be	incorporated	into	the	organization’	s	supervisory	ratings,	which	can	affect	its	ability	to	make
acquisitions	or	perform	other	actions.	The	Incentive	Compensation	Guidance	provides	that	enforcement	actions	may	be	taken
against	a	banking	organization	if	its	incentive	compensation	arrangements	or	related	risk-	management	control	or	governance
processes	pose	a	risk	to	the	organization’	s	safety	and	soundness	and	the	organization	is	not	taking	prompt	and	effective
measures	to	correct	the	deficiencies.	Standards	for	Safety	and	Soundness.	As	required	by	statute,	the	federal	banking	agencies
adopted	final	regulations	and	Interagency	Guidelines	Establishing	Standards	for	Safety	and	Soundness.	The	guidelines	set	forth
the	safety	and	soundness	standards	that	the	federal	banking	agencies	use	to	identify	and	address	problems	at	insured	depository
institutions	before	capital	becomes	impaired.	The	guidelines	address	internal	controls	and	information	systems,	internal	audit
systems,	credit	underwriting,	loan	documentation,	interest	rate	exposure,	asset	growth,	asset	quality,	earnings	and	compensation,
fees	and	benefits.	The	agencies	have	also	established	standards	for	safeguarding	customer	information.	If	the	relevant	federal
banking	agency	determines	that	an	institution	fails	to	meet	any	standard	prescribed	by	the	guidelines,	the	agency	may	require
the	institution	to	submit	to	the	agency	an	acceptable	plan	to	achieve	compliance	with	the	standard.	Privacy	Requirements.
Federal	law	places	limitations	on	financial	institutions	like	PeoplesBank	regarding	the	sharing	of	consumer	financial
information	with	unaffiliated	third	parties.	Specifically,	these	provisions	require	all	financial	institutions	offering	financial
products	or	services	to	retail	customers	to	provide	such	customers	with	the	financial	institution’	s	privacy	policy	and	provide
such	customers	the	opportunity	to	“	opt	out	”	of	the	sharing	of	personal	financial	information	with	unaffiliated	third	parties.
PeoplesBank	currently	has	a	privacy	protection	policy	in	place	and	believes	such	policy	complies	with	applicable	regulations.
Anti-	Money	Laundering.	Federal	anti-	money	laundering	rules	impose	various	requirements	on	financial	institutions	to	prevent
the	use	of	the	U.	S.	financial	system	to	fund	terrorist	activities.	These	provisions	include	a	requirement	that	financial	institutions
operating	in	the	United	States	have	anti-	money	laundering	compliance	programs,	due	diligence	policies	and	controls	in	place	to
ensure	the	detection	and	reporting	of	money	laundering.	Such	compliance	programs	supplement	existing	compliance
requirements,	also	applicable	to	financial	institutions,	under	the	Bank	Secrecy	Act	and	the	Office	of	Foreign	Assets	Control
Regulations.	PeoplesBank	has	established	policies	and	procedures	to	ensure	compliance	with	the	federal	anti-	money	laundering
provisions.	PeoplesBank	is	also	subject	to	the	USA	PATRIOT	Act,	which	gave	federal	agencies	additional	powers	to	address
terrorist	threats	through	enhanced	domestic	security	measures,	expanded	surveillance	powers,	increased	information	sharing,
and	broadened	anti-	money	laundering	requirements.	By	way	of	amendments	to	the	Bank	Secrecy	Act,	Title	III	of	the	USA
PATRIOT	Act	provided	measures	intended	to	encourage	information	sharing	among	bank	regulatory	agencies	and	law
enforcement	bodies.	Further,	certain	provisions	of	Title	III	impose	affirmative	obligations	on	a	broad	range	of	financial
institutions,	including	banks,	thrifts,	brokers,	dealers,	credit	unions,	money	transfer	agents,	and	parties	registered	under	the
Commodity	Exchange	Act.	Cybersecurity.	The	federal	banking	agencies	have	adopted	guidelines	for	establishing	information
security	standards	and	cybersecurity	programs	for	implementing	safeguards	under	the	supervision	of	a	financial	institution’	s
board	of	directors.	These	guidelines,	along	with	related	regulatory	materials,	and	supervisory	examinations	(by	federal	and	state
regulators)	increasingly	focus	on	risk	management	and	processes	related	to	information	technology	and	the	use	of	third	parties	in
the	provision	of	financial	products	and	services.	The	banking	agencies	expect	financial	institutions	to	establish	lines	of	defense
and	ensure	that	their	risk	management	processes	also	address	the	risk	posed	by	compromised	customer	credentials,	and	also
expect	financial	institutions	to	maintain	sufficient	business	continuity	planning	processes	to	ensure	rapid	recovery,	resumption
and	maintenance	of	the	institution’	s	operations	after	a	cyber-	attack.	If	the	Corporation	and	PeoplesBank	fail	to	meet	the
expectations	set	forth	in	this	regulatory	guidance,	they	could	be	subject	to	various	regulatory	actions	as	well	as	remediation
efforts	which	may	cause	them	to	incur	significant	expense.	In	addition,	in	2021,	the	federal	banking	agencies	adopted	a	rule	to
establish	computer-	security	incident	notification	requirements	for	bank	holding	companies,	banks	and	their	service	providers.
Under	the	rule,	banking	organizations	are	required	to	notify	their	primary	federal	regulators	within	36	hours	of	any	incident	that
has	materially	disrupted	or	degraded,	or	is	reasonably	likely	to	materially	disrupt	or	degrade,	the	banking	organization’	s	ability



to	deliver	banking	services	to	a	material	portion	of	its	client	base,	jeopardize	the	viability	of	key	operations,	or	impact	the
financial	stability	of	the	financial	sector.	The	rule	also	imposes	certain	notification	requirements	on	third-	party	bank	service
providers	when	they	experience	a	computer-	security	incident	that	has	caused,	or	is	likely	to	cause	a	material	service	disruption
or	degradation	for	four	or	more	hours.	In	such	case,	the	service	provider	is	required	to	notify	its	bank-	designated	point	of
contact	as	soon	as	possible	upon	discovery	of	the	incident.	UDAP	and	UDAAP.	Recently,	banking	regulatory	agencies	have
increasingly	used	a	general	consumer	protection	statute	to	address	“	unethical	”	or	otherwise	“	bad	”	business	practices	that	may
not	necessarily	fall	directly	under	the	purview	of	a	specific	banking	or	consumer	finance	law.	The	law	of	choice	for	enforcement
against	such	business	practices	has	been	Section	5	of	the	Federal	Trade	Commission	Act	(the	“	FTC	Act	”),	which	is	the	primary
federal	law	that	prohibits	unfair	or	deceptive	acts	or	practices,	referred	to	as	UDAP,	and	unfair	methods	of	competition	in	or
affecting	commerce.	“	Unjustified	consumer	injury	”	is	the	principal	focus	of	the	FTC	Act.	Prior	to	the	Dodd-	Frank	Act,	there
was	little	formal	guidance	to	provide	insight	to	the	parameters	for	compliance	with	UDAP	laws	and	regulations.	However,
UDAP	laws	and	regulations	have	been	expanded	under	the	Dodd-	Frank	Act	to	apply	to	“	unfair,	deceptive	or	abusive	acts	or
practices,	”	referred	to	as	UDAAP,	which	have	been	delegated	to	the	CFPB	for	supervision.	The	CFPB	has	published	its	first
Supervision	and	Examination	Manual	that	addresses	compliance	with	and	the	examination	of	UDAAP.	The	potential	reach	of
the	CFPB’	s	broad	new	rulemaking	powers	and	UDAAP	authority	on	the	operations	of	financial	institutions	offering	consumer
financial	products	or	services,	including	PeoplesBank,	is	currently	unknown.	Community	Reinvestment	Act.	All	insured
depository	institutions	have	a	responsibility	under	the	Community	Reinvestment	Act	(“	CRA	”)	and	related	regulations	to	help
meet	the	credit	needs	of	their	communities,	including	low-	and	moderate-	income	neighborhoods.	An	institution’	s	failure	to
comply	with	the	provisions	of	the	CRA	could	result	in	restrictions	on	its	activities.	The	CRA	does	not	establish	specific	lending
requirements	or	programs	for	financial	institutions	nor	does	it	limit	an	institution’	s	discretion	to	develop	the	types	of	products
and	services	that	it	believes	are	best	suited	to	its	particular	community,	consistent	with	the	CRA.	The	CRA	requires	the	FDIC,	in
connection	with	its	examination	of	a	state	bank,	to	assess	the	institution’	s	record	of	meeting	the	credit	needs	of	its	community
and	to	take	such	record	into	account	in	its	evaluation	of	certain	applications	by	such	institution,	including	applications	to	acquire
branches	and	other	financial	institutions.	PeoplesBank	received	a	“	satisfactory	”	CRA	rating	in	its	most	recently	completed
examination	in	2021.	Consumer	Protection	and	Fair	Lending	Regulations.	Pennsylvania-	chartered	banks	are	subject	to	a	variety
of	federal	statutes	and	regulations	that	are	intended	to	protect	consumers	and	prohibit	discrimination	in	the	granting	of	credit.
These	statutes	and	regulations	provide	for	a	range	of	sanctions	for	non-	compliance	with	their	terms,	including	the	imposition	of
administrative	fines	and	remedial	orders,	and	referral	to	the	Attorney	General	for	prosecution	of	a	civil	action	for	actual	and
punitive	damages	and	injunctive	relief.	Certain	of	these	statutes	authorize	private	individual	and	class	action	lawsuits	and	the
award	of	actual,	statutory	and	punitive	damages	and	attorneys’	fees	for	certain	types	of	violations.	Commercial	Real	Estate
Guidance.	Under	guidance	issued	by	the	federal	banking	agencies,	the	agencies	have	expressed	concerns	with	institutions	that
ease	commercial	real	estate	underwriting	standards	and	have	directed	financial	institutions	to	maintain	underwriting	discipline
and	exercise	risk	management	practices	to	identify,	measure	and	monitor	lending	risks.	The	agencies	have	also	issued	guidance
that	requires	a	financial	institution	to	employ	enhanced	risk	management	practices	if	the	institution	is	exposed	to	significant
concentration	risk.	Under	that	guidance,	an	institution	is	potentially	exposed	to	significant	concentration	risk	if:	(i)	total	reported
loans	for	construction,	land	development,	and	other	land	represent	100	%	or	more	of	total	capital	or	(ii)	total	reported	loans
secured	by	multi-	family	and	non-	farm	residential	properties,	loans	for	construction,	land	development,	and	other	land	loans
otherwise	sensitive	to	the	general	commercial	real	estate	market,	including	loans	to	commercial	real	estate	related	entities,
represent	300	%	or	more	of	total	capital,	and	the	outstanding	balance	of	the	institution'	s	commercial	real	estate	loan	portfolio
has	increased	by	50	%	or	more	during	the	prior	36	months.	Other	Regulations.	Interest	and	other	charges	collected	or	contracted
for	by	PeoplesBank	are	subject	to	state	usury	laws	and	federal	laws	concerning	interest	rates.	Loan	operations	are	also	subject	to
state	and	federal	laws	applicable	to	credit	transactions,	such	as	the:	�	Home	Mortgage	Disclosure	Act	of	1975,	requiring
financial	institutions	to	provide	information	to	enable	the	public	and	public	officials	to	determine	whether	a	financial	institution
is	fulfilling	its	obligation	to	help	meet	the	housing	needs	of	the	community	it	serves;	�	Equal	Credit	Opportunity	Act,
prohibiting	discrimination	on	the	basis	of	race,	creed	or	other	prohibited	factors	in	extending	credit;	�	Fair	Credit	Reporting
Act	of	1978,	governing	the	use	and	provision	of	information	to	credit	reporting	agencies;	and	�	Rules	and	regulations	of	the
various	federal	and	state	agencies	charged	with	the	responsibility	of	implementing	such	federal	and	state	laws.	The	deposit
operations	of	PeoplesBank	also	are	subject	to,	among	others,	the:	�	Right	to	Financial	Privacy	Act,	which	imposes	a	duty	to
maintain	the	confidentiality	of	consumer	financial	records	and	prescribes	procedures	for	complying	with	administrative
subpoenas	of	financial	records;	�	Check	Clearing	for	the	21st	Century	Act	(also	known	as	“	Check	21	”),	which	gives	“
substitute	checks,	”	such	as	digital	check	images	and	copies	made	from	that	image,	the	same	legal	standing	as	the	original	paper
check;	and	�	Electronic	Funds	Transfer	Act	and	Regulation	E	promulgated	thereunder,	which	govern	automatic	deposits	to	and
withdrawals	from	deposit	accounts	and	customers’	rights	and	liabilities	arising	from	the	use	of	automated	teller	machines	and
other	electronic	banking	services.	The	Coronavirus	Aid,	Relief	and	Economic	Security	Act	(the	“	CARES	Act	”).	The	CARES
Act,	which	became	law	on	March	27,	2020,	provided	over	$	2	trillion	to	combat	the	coronavirus	disease	(COVID-	19)	and
stimulate	the	economy.	The	law	had	several	provisions	relevant	to	financial	institutions,	including:	�	Allowing	institutions	to
not	characterize	loan	modifications	relating	to	the	COVID-	19	pandemic	as	a	troubled	debt	restructuring	and	also	allowing	them
to	suspend	the	corresponding	impairment	determination	for	accounting	purposes;	�	The	establishment	of	the	Paycheck
Protection	Program,	a	specialized	low-	interest	forgivable	loan	program	funded	by	the	U.	S.	Treasury	and	administered	through
the	SBA’	s	7	(a)	loan	guaranty	program	to	support	businesses	affected	by	the	COVID-	19	pandemic;	and	�	The	ability	of	a
borrower	of	a	federally-	backed	mortgage	loan	(VA,	FHA,	USDA,	Freddie	Mac	and	Fannie	Mae)	experiencing	financial
hardship	due,	directly	or	indirectly,	to	the	COVID-	19	pandemic,	to	request	forbearance	from	paying	their	mortgage	by
submitting	a	request	to	the	borrower’	s	servicer	affirming	their	financial	hardship	during	the	COVID-	19	emergency.	Such	a



forbearance	could	be	granted	for	up	to	180	days,	subject	to	extension	for	an	additional	180-	day	period	upon	the	request	of	the
borrower.	During	that	time,	no	fees,	penalties	or	interest	beyond	the	amounts	scheduled	or	calculated	as	if	the	borrower	made	all
contractual	payments	on	time	and	in	full	under	the	mortgage	contract	could	accrue	on	the	borrower’	s	account.	Except	for	vacant
or	abandoned	property,	the	servicer	of	a	federally-	backed	mortgage	was	prohibited	from	taking	any	foreclosure	action,
including	any	eviction	or	sale	action,	for	not	less	than	the	60-	day	period	beginning	March	18,	2020,	subsequently	extended	by
federal	mortgage-	backing	agencies.	Federal	Home	Loan	Bank	System.	PeoplesBank	is	a	member	of	the	Federal	Home	Loan
Bank	of	Pittsburgh,	which	is	one	of	11	regional	Federal	Home	Loan	Banks.	Each	Federal	Home	Loan	Bank	serves	as	a	reserve
or	central	bank	for	its	members	within	its	assigned	region.	It	is	funded	primarily	from	proceeds	from	the	sale	of	consolidated
obligations	of	the	Federal	Home	Loan	Bank	System.	It	makes	loans	to	members	(i.	e.,	advances)	in	accordance	with	policies	and
procedures	established	by	the	board	of	directors	of	the	Federal	Home	Loan	Bank.	As	a	member,	PeoplesBank	is	required	to
purchase	and	maintain	stock	in	the	Federal	Home	Loan	Bank	of	Pittsburgh	in	an	amount	in	accordance	with	the	Federal	Home
Loan	Bank’	s	capital	plan	and	sufficient	to	ensure	that	the	Federal	Home	Loan	Bank	remains	in	compliance	with	its	minimum
capital	requirements.	At	December	31,	2022,	PeoplesBank	was	in	compliance	with	this	requirement.	Federal	Reserve	Board.
The	Federal	Reserve	Board	requires	all	depository	institutions	to	maintain	non-	interest	bearing	reserves	at	specified	levels
against	their	transaction	accounts,	which	are	primarily	checking	and	NOW	accounts,	and	non-	personal	time	deposits.	The
balances	maintained	to	meet	the	reserve	requirements	imposed	by	the	Federal	Reserve	Board	may	be	used	to	satisfy	the	liquidity
requirements	that	are	imposed	by	the	PADOB.	In	2020,	due	to	a	change	in	its	approach	to	monetary	policy	due	to	COVID-	19,
the	Federal	Reserve	Board	implemented	a	final	rule	to	amend	its	reserve	requirements	and	reduce	reserve	requirement	ratios	to
zero.	The	Federal	Reserve	Board	has	indicated	that	it	has	no	plans	to	re-	impose	reserve	requirements,	but	may	do	so	in	the
future	if	conditions	warrant.	Future	Laws	and	Regulations.	Periodically,	various	federal	and	state	legislation	is	proposed	that
could	result	in	additional	regulation	of,	and	restrictions	on,	the	business	of	Codorus	Valley	and	PeoplesBank.	It	cannot	be
predicted	whether	such	legislation	will	be	adopted	or,	if	adopted,	how	such	legislation	would	affect	the	business	of	Codorus
Valley	and	its	subsidiaries.	As	a	consequence	of	the	extensive	regulation	of	commercial	banking	activities	in	the	United	States,
Codorus	Valley’	s	and	PeoplesBank’	s	business	is	particularly	susceptible	to	being	affected	by	federal	legislation	and
regulations.	The	general	cost	of	compliance	with	numerous	federal	and	state	laws	and	regulations	has	had,	and	in	the	future	may
have,	a	negative	impact	on	Codorus	Valley’	s	results	of	operations.	Other	Information	This	Annual	Report	on	Form	10-	K	is
filed	with	the	Securities	and	Exchange	Commission	(SEC).	Copies	of	this	document,	the	Quarterly	Reports	on	Form	10-	Q,
Current	Reports	on	Form	8-	K,	amendments	to	those	reports	and	other	filings	by	Codorus	Valley	with	the	SEC	may	be	obtained
electronically	at	PeoplesBank’	s	website	at	www.	peoplesbanknet.	com	(select	“	Your	Life	”	or	“	Your	Business	”,	then	select	“
Investor	Relations	”,	then	select	“	Filings	”,	then	select	“	Documents	”),	or	the	SEC’	s	website	at	www.	sec.	gov.	Copies	can	also
be	obtained	without	charge	by	writing	to:	Treasurer,	Codorus	Valley	Bancorp,	Inc.,	105	Leader	Heights	Road,	York,	PA	17403.
Where	we	have	included	web	addresses	in	this	report,	such	as	the	Corporation’	s	web	address,	we	have	included	these	web
addresses	as	inactive	text	references	only.	Except	as	specifically	incorporated	by	reference	into	this	report,	information	on	those
websites	is	not	part	hereof.	Item	1A:	Risk	Factors	Before	investing	in	our	common	stock,	you	should	carefully	consider	the	risks
described	below,	in	addition	to	the	other	information	contained	in	this	report	and	in	our	other	filings	with	the	SEC.	Unless	the
context	otherwise	requires,	references	to	“	we,	”	“	us,	”	“	our,	”	“	Codorus	Valley	Bancorp,	Inc.,	”	“	Codorus	Valley	”	or	the	“
Corporation	”	refer	to	Codorus	Valley	Bancorp,	Inc.	and	its	direct	or	indirect	owned	subsidiaries,	and	references	to	“
PeoplesBank	”	refers	to	PeoplesBank,	A	Codorus	Valley	Company,	the	wholly	owned	banking	subsidiary	of	the	Corporation.
Risks	Related	to	Macroeconomic	ConditionsDifficult	economic	conditions	or	volatility	in	the	financial	markets	would	likely
have	an	adverse	effect	on	our	business,	financial	position	and	results	of	operations.	As	a	financial	services	company,	our
business	and	overall	financial	performance	are	vulnerable	to	the	impact	of	poor	or	weak	economic	conditions,	particularly	in	the
United	States	but	also	to	some	extent	in	the	global	economy.	Recessionary	economic	conditions,	particularly	if	they	are	severe,
are	likely	to	have	a	negative	financial	impact	across	the	financial	services	industry,	including	on	Codorus	Valley.	Recessionary
economic	conditions	can	also	lead	to	turmoil	and	volatility	in	financial	markets,	which	can	increase	the	adverse	impact	on
financial	institutions	such	as	the	Corporation.	A	return	to	recessionary	economic	conditions	in	the	United	States	would	likely
adversely	affect	us,	our	business	and	financial	performance.	In	addition,	if	the	U.	S.	Congress	in	the	future	were	not	to	act
favorably	on	measures	to	raise	the	debt	ceiling,	the	U.	S.	government	could	default	on	payment	of	its	debt.	This	could	lead	to	a
government	shutdown	and	other	consequences	which	could	adversely	affect	the	United	States	economy	and	financial
institutions,	including	us.	Financial	challenges	difficulties	at	other	banking	institutions	could	lead	to	depositor	concerns	that
spread	within	the	banking	industry	causing	disruptive	deposit	outflows	and	other	destabilizing	results.	In	March	The	failures	of
Silicon	Valley	Bank	in	California,	Signature	Bank	in	New	York	and	First	Republic	Bank	in	California	during	the	first
and	second	quarters	of	2023	,	caused	an	element	of	panic	and	certain	uncertainty	specialized	banking	institutions	with	in
the	investor	community	and	among	bank	customers	generally,	including,	specifically,	deposit	customers.	While	the
Corporation	does	not	believe	that	the	circumstances	of	these	three	failures,	including,	in	several	cases,	the	elevated
concentrations	of	uninsured	deposits	experienced	,	large	--	are	deposit	outflows,	resulting	in	necessarily	indicators	of	broader
issues	for	concern	with	all	the	other	banks	or	with	the	banking	system	itself,	the	failures	are	likely	to	continue	to	have	an
adverse	effect	on	customer	confidence	and	the	availability	of	funding	and	liquidity,	as	well	as	possibly	lead	to	increased
regulatory	requirements	and	costs	and	negative	reputational	ramifications	for	institutions	in	being	placed	into	FDIC
receiverships.	In	the	aftermath,	there	has	been	substantial	market	disruption	and	indications	that	deposit	concerns	could	spread
within	the	banking	industry,	including,	possibly,	the	Corporation	and	its	PeoplesBank	subsidiary.	The	Corporation	will
continue	to	closely	monitor	the	ongoing	events	and	volatility	in	the	financial	services	industry,	together	with	responsive
measures	by	the	banking	regulators	to	mitigate	or	manage	the	concerns	of	bank	customers	leading	regarding	to	FDIC
deposit	outflows	insurance	coverage	and	other	--	the	destabilizing	results	safety	and	soundness	of	community	banks	.	The



Corporation	maintains	a	well-	diversified	deposit	base	and	has	a	comparatively	low	level	of	uninsured	deposits.	As	of	December
31,	2022	2023	,	82	83	%	of	our	deposits	are	estimated	to	be	FDIC-	insured,	and	an	additional	6	7	%	of	deposit	deposits	were
fully	collateralized.	The	average	account	size	Insufficient	liquidity	could	impair	our	ability	to	fund	operations	and
jeopardize	our	financial	condition,	growth	and	prospects.	We	require	sufficient	liquidity	to	fund	loan	commitments,
satisfy	depositor	withdrawal	requests,	make	payments	on	our	debt	obligations	as	they	become	due,	and	meet	other	cash
commitments.	Liquidity	risk	is	the	potential	that	we	will	be	unable	to	meet	our	obligations	as	they	become	due	because	of
an	inability	to	liquidate	assets	our	-	or	consumer	obtain	adequate	funding	at	a	reasonable	cost,	in	a	timely	manner	and
without	adverse	conditions	or	consequences.	Our	sources	of	liquidity	consist	primarily	of	cash,	assets	readily	convertible
to	cash	(such	as	investment	securities),	increases	in	deposits	is	less	,	borrowings,	as	needed,	from	the	Federal	Home	Loan
Bank	of	Pittsburgh	and	the	Federal	Reserve	Bank	of	Philadelphia,	and	other	borrowings.	Our	access	to	funding	sources
in	amounts	adequate	to	finance	our	activities	or	on	acceptable	terms	could	be	impaired	by	factors	than	that	$	18	affect
our	organization	specifically	or	the	financial	services	industry	or	economy	in	general.	Any	substantial	,	000	unexpected	,
and	/	or	prolonged	change	in	the	level	or	cost	of	liquidity	could	impair	our	ability	to	fund	operations	and	meet	our
obligations	as	the	they	average	account	size	of	become	due	and	could	have	a	material	adverse	effect	on	our	business
deposits	is	less	than	$	89	,	000	financial	condition	and	results	of	operations	.	The	continuing	COVID-	19	pandemic	has,	and
may	continue	to,	adversely	affect	our	business,	financial	condition,	liquidity,	capital	and	results	of	operations.	The	extent
COVID-	19	pandemic	has	adversely	impacted	the	global	and	duration	to	national	economy	and	certain	industries	and
geographies	in	which	our	customers	operate.	Given	its	ongoing	and	dynamic	nature,	it	is	difficult	to	predict	the	full
impact	of	the	continuing	COVID-	19	pandemic	on	the	will	affect	our	business	in	of	the	future	Corporation,	is	its	unknown
customers,	employees	and	third-	party	service	providers.	The	extent	of	such	impact	will	depend	on	future	developments,
which	are	highly	uncertain	and	outside	our	control	.	Additionally,	These	developments	include	the	responses	duration	and
severity	of	various	governmental	and	non	the	pandemic	(including	the	possibility	of	further	surges	of	COVID	-	19	variants	of
concern),	supply	chain	disruptions,	decreased	demand	for	our	products	and	services	or	those	of	our	borrowers,	which	could
increase	our	credit	risk,	rising	inflation,	our	ability	to	maintain	sufficient	qualified	personnel	due	to	labor	shortages,	talent
attrition,	employee	illness,	quarantine,	willingness	to	return	to	work,	face-	coverings	and	other	safety	requirements,	or	travel	and
other	restrictions,	and	the	actions	taken	by	governments,	businesses	and	individuals	to	contain	the	impact	of	COVID-	19,	as
well	as	further	actions	taken	by	governmental	authorities	and	consumers	to	limit	the	on-	going	resulting	economic	impact.	It	is
also	possible	that	the	pandemic	may	have	material	long-	term	effects	on	Codorus	Valley	and	our	subsidiary	PeoplesBank
and	its	aftermath	will	lead	customers	which	are	difficult	to	quantify	a	prolonged	economic	slowdown	in	sectors
disproportionately	affected	by	the	pandemic	near-	term	or	long-	term	recession	in	the	U.	S.	economy	or	the	world	economy	in
general	.	Risks	Related	to	Market	Interest	Rates	and	InflationOur	business	is	subject	to	interest	rate	risk,	and	variations	and	/	or
volatility	in	interest	rates	may	materially	and	adversely	affect	our	financial	performance.	Changes	in	the	interest	rate
environment	may	reduce	our	profits.	It	is	expected	that	we	will	continue	to	realize	income	from	the	differential	or	“	spread	”
between	the	interest	earned	on	loans,	securities	and	other	interest-	earning	assets,	and	the	interest	paid	on	deposits,	borrowings
and	other	interest-	bearing	liabilities.	Net	Our	interest	spreads	-	spread	are	is	affected,	in	part,	by	the	difference	between	the
maturities	and	repricing	characteristics	of	interest-	earning	assets	and	interest-	bearing	liabilities.	Changes	in	market	interest	rates
generally	affect	loan	volume,	loan	yields,	funding	sources	and	funding	costs.	Our	net	interest	spread	depends	on	many	factors
that	are	partly	or	completely	out	of	our	control,	including	competition,	general	economic	conditions,	and	federal	economic
monetary	and	fiscal	policies,	and	in	particular,	the	Federal	Reserve	Board’	s	policy	determinations	with	respect	to	interest	rates.
After	the	Federal	the	Federal	Reserve	System’	s	Open	Market	Committee	(“	FOMC	”)	steadily	increased	the	target	federal	funds
rate	in	2017	and	2018,	the	FOMC	in	2019	decreased	the	target	federal	funds	rate	by	75	basis	points,	and	in	response	to	the
COVID-	19	pandemic	in	March	2020,	effected	an	additional	150	basis	point	decrease	to	a	range	of	0.	00	%	to	0.	25	%	as	of
March	31,	2020	where	it	had	remained	until	the	FOMC	increased	the	target	federal	funds	rate	by	25	basis	points	to	a	range	of	0.
25	%	to	0.	50	%	in	March	2022.	From	March	through	December	2022,	in	response	to	inflation,	the	FOMC	increased	the	targeted
federal	funds	rate	seven	separate	times,	raising	the	rate	by	425	basis	points	to	a	range	of	4.	25	%	to	4.	50	%.	The	FOMC	has
indicated	further	increases	are	to	be	expected	in	2023	but	the	exact	timing	and	extent	remain	unknown	and	are	largely	subject	to
economic	conditions.	While	an	increase	in	interest	rates	may	increase	our	loan	yield,	it	may	adversely	affect	the	ability	of	certain
borrowers	with	variable-	rate	loans	to	pay	the	contractual	interest	and	principal	due	to	us.	Following	an	increase	in	interest	rates,
our	ability	to	maintain	a	positive	net	interest	spread	is	dependent	on	our	ability	to	increase	our	loan	offering	rates,	replace	loans
that	mature	and	repay	or	that	prepay	before	maturity	with	new	originations	at	higher	rates,	minimize	increases	on	our	deposit
rates,	and	maintain	an	acceptable	level	and	composition	of	funding.	We	cannot	provide	assurances	that	we	will	be	able	to
increase	our	loan	offering	rates	and	continue	to	originate	loans	due	to	the	competitive	landscape	in	which	we	operate.
Additionally,	we	cannot	provide	assurances	that	we	can	minimize	the	increases	in	our	deposit	rates	while	maintaining	an
acceptable	level	of	deposits.	Finally,	we	cannot	provide	any	assurances	that	we	can	maintain	our	current	desirable	levels	of
noninterest-	bearing	deposits	as	customers	may	seek	higher-	yielding	products	when	interest	rates	increase.	Accordingly,
changes	in	levels	of	interest	rates	could	materially	and	adversely	affect	our	net	interest	spread,	net	interest	margin,	asset
quality,	loan	origination	volume,	average	loan	portfolio	balance,	liquidity,	and	overall	profitability.	Furthermore,	a	sustained
increase	in	market	interest	rates	could	adversely	affect	our	earnings.	A	significant	portion	of	our	loans	have	fixed	interest	rates
and	longer	terms	than	our	deposits	and	borrowings.	As	is	the	case	with	many	other	financial	institutions,	our	emphasis	on
increasing	the	development	of	core	deposits,	which	bear	no	or	a	relatively	low	rate	of	interest	with	no	stated	maturity	date,	has
resulted	in	our	having	a	significant	amount	of	these	deposits	that	have	a	shorter	duration	than	our	assets.	At	December	31,	2022
2023	,	we	had	$	262	360	.	9	4	million	in	certificates	of	deposit	that	mature	within	one	year	and	$	1.	56	42	billion	in	checking,
savings,	and	money	market	accounts.	We	incur	a	higher	cost	of	funds	to	retain	these	deposits	in	a	rising	interest	rate



environment,	such	as	the	current	one	was	experienced	throughout	2023	,	and	our	net	interest	income	could	be	adversely
affected	if	the	rates	we	pay	on	deposits	and	borrowings	increase	more	rapidly	than	the	rates	we	earn	on	loans	and	other
investments.	Changes	in	interest	rates	also	affect	the	value	of	our	interest-	earning	assets	and	in	particular	our	debt	securities
portfolio.	Generally,	the	fair	value	of	fixed-	rate	debt	securities	fluctuates	inversely	with	changes	in	interest	rates.	Unrealized
gains	and	losses	on	debt	securities	available	for	sale	are	reported	as	a	separate	component	of	equity,	net	of	tax.	Decreases	in	the
fair	value	of	debt	securities	available	for	sale	resulting	from	increases	in	interest	rates	could	have	an	adverse	effect	on	the
amount	of	our	stockholders’	equity.	We	monitor	our	interest	rate	sensitivity	using	a	simulation	model	which	generates
estimates	of	the	changes	in	our	net	interest	income	over	a	range	of	interest	rate	scenarios.	As	of	December	31,	2022	2023	,	in	the
event	of	an	instantaneous	100	basis	point	increase	in	interest	rates,	we	estimate	that	we	would	experience	a	3	1	.	27	6	%	increase
decrease	in	net	interest	income.	For	further	discussion	of	how	changes	in	interest	rates	could	impact	us,	see	“	Item	7A-
Quantitative	and	Qualitative	Disclosures	About	Market	Risk.	”	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	Since	2021	,	there	have	been	market	indicators	of	a	pronounced	rise	in	inflation
and	the	Federal	Reserve	Board	has	raised	certain	benchmark	interest	rates	11	times	in	2022	and	2023	in	an	effort	to	combat
inflation.	As	discussed	above	under	“	—	Fluctuating	Our	business	is	subject	to	interest	rate	risk,	and	variations	and	/	or
volatility	in	interest	rates	can	may	materially	and	adversely	affect	our	profitability	financial	performance	,	”	as	inflation
increases	and	market	interest	rates	rise	the	value	of	our	investment	securities,	particularly	those	with	longer	maturities,
decreases,	although	this	effect	can	be	less	pronounced	for	floating-	rate	instruments.	In	addition,	inflation	generally	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.	Risks	Related
to	our	Lending	ActivitiesOur	loan	portfolio	primarily	consists	of	commercial-	related	loans,	including	commercial	real	estate
and	construction	loans.	These	loans	involve	credit	risks	that	could	adversely	affect	our	financial	condition	and	results	of
operations.	At	December	31,	2022	2023	,	commercial	-	related	loans	and	commercial	real	estate	loans	totaled	$	1.	37	14
billion,	or	84	67	.	2	0	%	of	our	total	loan	portfolio	,	including	commercial	real	estate,	commercial	and	industrial,	construction
and	land	acquisition	and	development	loans	.	Given	their	generally	larger	balances	and	the	complexity	of	the	underlying
collateral,	commercial-	related	loans	generally	have	more	risk	than	the	owner-	occupied	one-	to-	four	family	residential	real
estate	loans	that	we	also	originate	.	In	addition,	recent	years	have	witnessed	substantial	growth	in	commercial	real	estate
markets,	compounded	by	intensified	competitive	pressures	that	have	led	to	historically	low	capitalization	rates	and
surging	property	valuations.	The	economic	disruption	spurred	by	the	continuing	COVID-	19	pandemic	has	particularly
affected	commercial	real	estate	markets.	Additionally,	the	pandemic	has	accelerated	the	adoption	of	remote	work
options,	potentially	influencing	the	long-	term	performance	of	certain	office	properties	within	our	commercial	real	estate
portfolio	.	Because	the	repayment	of	commercial-	related	loans	often	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.	If	we	foreclose	on	these	loans	(for	those	having	real	estate	collateral),	our	holding	period	for	the
collateral	typically	is	longer	than	for	a	one-	to-	four	family	residential	property	because	there	are	fewer	potential	purchasers	of
the	collateral.	In	addition,	because	commercial-	related	loans,	and	commercial	real	estate	loans	in	particular,	typically	involve
larger	loan	balances	to	single	borrowers	or	groups	of	related	borrowers	compared	to	one-	to-	four	family	residential	loans,
charge-	offs	on	commercial-	related	loans	may	be	larger	on	a	per	loan	basis	than	those	incurred	with	our	residential	or	consumer
loan	portfolios.	As	our	commercial-	related	loan	portfolio	increases,	the	corresponding	risks	and	potential	for	losses	from	these
loans	may	also	increase,	which	would	adversely	affect	our	business,	financial	condition	and	results	of	operations.	Our	emphasis
on	real	estate	loans	exposes	us	to	lending	risks.	At	December	31,	2022	2023	,	approximately	$	1.	43	54	billion,	or	87	90	.	3	2	%,
of	our	total	loan	portfolio,	was	secured	by	real	estate,	most	of	which	is	located	in	our	primary	lending	market	areas	of	South
Central	Pennsylvania,	primarily	York	and	Lancaster	Counties,	and	North	Central	Maryland,	primarily	Baltimore	and	Hartford
Counties.	Future	declines	in	real	estate	values	in	our	primary	lending	markets	and	surrounding	markets	could	significantly
impair	the	value	of	the	collateral	securing	our	loans	and	our	ability	to	sell	the	collateral	upon	foreclosure	for	an	amount
necessary	to	satisfy	the	borrower’	s	obligations	to	us.	This	could	require	us	to	increase	our	allowance	for	loan	losses,	which
could	have	a	material	adverse	effect	on	our	business,	financial	condition,	results	of	operations	and	growth	prospects.	The
geographic	concentration	of	our	loan	portfolio	and	lending	activities	makes	us	vulnerable	to	a	downturn	in	our	local	market	area.
Unlike	larger	financial	institutions	that	are	more	geographically	diversified,	our	profitability	depends	primarily	on	the	general
economic	conditions	in	our	primary	market	areas.	Local	economic	conditions	have	a	significant	impact	on	our	commercial	real
estate,	commercial	and	industrial,	construction,	residential	real	estate	and	consumer	lending,	including,	the	ability	of	borrowers
to	repay	these	loans	and	the	value	of	the	collateral	securing	these	loans.	Furthermore,	we	generally	make	loans	to	small	and
mid-	sized	businesses	whose	success	depends	on	the	regional	economy.	These	businesses	generally	have	fewer	financial
resources	in	terms	of	capital	or	borrowing	capacity	than	larger	entities.	Adverse	economic	and	business	conditions	in	our	market
area	could	reduce	our	growth	rate,	materially	and	adversely	affect	our	borrowers’	ability	to	repay	their	loans	and,	consequently,
adversely	affect	our	financial	condition	and	performance.	Moreover,	a	significant	decline	in	general	economic	conditions,
caused	by	inflation,	acts	of	terrorism,	an	outbreak	of	hostilities	or	other	international	or	domestic	calamities,	such	as	the	ongoing
war	in	Ukraine	and	in	Gaza	,	or	other	factors	beyond	our	control	could	further	impact	these	local	economic	conditions	and
could	further	negatively	affect	our	financial	performance.	In	addition,	deflationary	pressures,	while	possibly	lowering	our
operating	costs,	could	have	a	significant	negative	effect	on	our	borrowers,	especially	our	business	borrowers,	and	the	values	of
underlying	collateral	securing	loans,	which	could	negatively	affect	our	financial	performance.	If	our	allowance	for	loan	credit
losses	is	not	sufficient	to	cover	actual	loan	losses,	our	earnings	could	decrease.	We	make	various	assumptions	and	judgments



about	the	collectability	of	our	loan	portfolio,	including	the	creditworthiness	of	our	borrowers	and	the	value	of	the	real	estate	and
other	assets	serving	as	collateral	for	the	repayment	of	many	of	our	loans.	In	determining	the	amount	of	the	allowance	for	loan
credit	losses,	we	review	our	loans	and	our	loss	and	delinquency	experience,	and	we	evaluate	economic	conditions.	If	our
assumptions	or	the	results	of	our	analyses	are	incorrect,	our	allowance	for	loan	credit	losses	may	not	be	sufficient	to	cover
losses	inherent	in	our	loan	portfolio,	resulting	in	additions	to	our	allowance.	In	addition,	our	emphasis	on	loan	growth,	including
our	portfolio	of	commercial-	related	loans,	as	well	as	any	future	credit	deterioration,	including	as	a	result	of	the	ongoing
COVID-	19	pandemic	and	the	possible	recessionary	pressures,	could	require	us	to	increase	our	allowance	for	loan	credit	losses
in	the	future.	At	December	31,	2022	2023	,	our	allowance	for	loan	credit	losses	was	1.	27	20	%	of	total	loans	and	189	568	.	02
28	%	of	nonperforming	loans.	Material	additions	to	our	allowance	would	materially	decrease	our	net	income.	The	Financial
Accounting	Standards	Board’	s	Current	Expected	Credit	Losses,	or	CECL,	standard	was	will	be	effective	for	Codorus	Valley	on
January	1,	2023.	CECL	will	require	requires	financial	institutions	to	determine	periodic	estimates	of	lifetime	expected	credit
losses	on	loans,	and	to	recognize	the	expected	credit	losses	as	allowances	for	credit	losses.	This	will	The	adoption	of	the	CECL
standard	change	changed	the	current	prior	method	of	providing	allowances	for	loan	losses	that	are	incurred	or	probable	.	The
change	,	which	would	likely	require	us	to	the	CECL	standard	increase	increased	our	the	types	of	data	we	need	to	collect	and
review	in	order	to	determine	the	appropriate	level	of	the	allowance	for	credit	losses	.	In	addition	,	bank	regulators
periodically	and	to	greatly	increase	the	types	of	data	we	will	need	to	collect	and	review	our	to	determine	the	appropriate	level
of	the	allowance	for	credit	losses	.	In	addition,	bank	regulators	periodically	review	our	allowance	for	loan	losses	and,	as	a	result
of	such	reviews,	we	may	be	required	to	increase	our	provision	for	loan	credit	losses	or	recognize	further	loan	charge-	offs.	Any
increase	in	our	allowance	for	loan	credit	losses	or	loan	charge-	offs	as	a	result	of	such	review	or	otherwise	may	have	a	material
adverse	effect	on	our	financial	condition	and	results	of	operations.	The	level	of	our	commercial	real	estate	loan	portfolio	may
subject	us	to	additional	regulatory	scrutiny.	The	FDIC	and	the	other	federal	bank	regulatory	agencies	have	promulgated	joint
guidance	on	sound	risk	management	practices	for	financial	institutions	with	concentrations	in	commercial	real	estate	lending.
Under	the	guidance,	a	financial	institution	that,	like	us,	is	actively	involved	in	commercial	real	estate	lending	should	perform	a
risk	assessment	to	identify	concentrations.	A	financial	institution	may	have	a	concentration	in	commercial	real	estate	lending	if,
among	other	factors,	(i)	total	reported	loans	for	construction,	land	acquisition	and	development,	and	other	land	represent	100	%
or	more	of	the	institution’	s	total	capital,	or	(ii)	total	reported	loans	secured	by	multi-	family	and	non-	farm	residential
properties,	loans	for	construction,	land	acquisition	and	development	and	other	land,	and	loans	otherwise	sensitive	to	the	general
commercial	real	estate	market,	including	loans	to	commercial	real	estate	related	entities,	represent	300	%	or	more	of	total	capital
and	the	outstanding	balance	of	the	institution’	s	commercial	real	estate	portfolio	has	increased	by	50	%	or	more	in	the
prior	36	months	.	Based	on	these	factors,	we	have	concluded	that	we	currently	do	not	have	a	concentration	in	commercial	real
estate	lending,	as	such	loans	represent	72	%	and	271	279	%,	respectively,	of	total	bank	capital	as	of	December	31,	2022	2023	.
The	particular	focus	of	the	guidance	is	on	exposure	to	commercial	real	estate	loans	that	are	dependent	on	the	cash	flow	from	the
real	estate	held	as	collateral	and	that	are	likely	to	be	at	greater	risk	to	conditions	in	the	commercial	real	estate	market	(as	opposed
to	real	estate	collateral	held	as	a	secondary	source	of	repayment	or	in	an	abundance	of	caution).	The	purpose	of	the	guidance	is
to	guide	banks	in	developing	risk	management	practices	and	determining	capital	levels	commensurate	with	the	level	and	nature
of	real	estate	concentrations.	The	guidance	states	that	management	should	employ	heightened	risk	management	practices
including	board	and	management	oversight	and	strategic	planning,	development	of	underwriting	standards,	risk	assessment	and
monitoring	through	market	analysis	and	stress	testing.	While	we	believe	we	have	implemented	policies	and	procedures	with
respect	to	our	commercial	real	estate	loan	portfolio	consistent	with	this	guidance,	bank	regulators	could	require	us	to	implement
additional	policies	and	procedures	consistent	with	their	interpretation	of	the	guidance	that	may	result	in	additional	costs	to	us	or
that	may	result	in	the	curtailment	of	our	commercial	real	estate	lending	that	would	adversely	affect	our	loan	originations	and
profitability.	Nonperforming	assets	take	significant	time	to	resolve,	adversely	affect	our	results	of	operations	and	financial
condition,	and	could	result	in	further	losses	in	the	future.	Our	nonperforming	assets	adversely	affect	our	net	income	in	various
ways.	We	do	not	record	interest	income	on	nonaccrual	loans	or	OREO,	thereby	adversely	affecting	our	net	income	and	returns
on	assets	and	equity,	increasing	our	loan	administration	costs	and	adversely	affecting	our	efficiency	ratio.	When	we	take
collateral	in	foreclosure	and	similar	proceedings,	we	are	required	to	mark	the	collateral	to	its	then-	fair	market	value,	which	may
result	in	a	loss.	These	nonperforming	loans	and	OREO	also	increase	our	risk	profile	and	the	level	of	capital	our	regulators
believe	is	appropriate	for	us	to	maintain	in	light	of	such	risks.	The	resolution	of	nonperforming	assets	requires	significant	time
commitments	from	management	and	can	be	detrimental	to	the	performance	of	their	other	responsibilities.	If	we	experience
increases	in	nonperforming	loans	and	nonperforming	assets,	our	net	interest	income	may	be	negatively	impacted	and	our	loan
administration	costs	could	increase,	each	of	which	could	have	an	adverse	effect	on	our	net	income	and	related	performance
ratios,	such	as	return	on	assets	and	equity.	We	engage	in	lending	secured	by	real	estate	and	may	foreclose	on	the	collateral	and
own	the	underlying	real	estate,	subjecting	us	to	the	costs	and	potential	risks	associated	with	the	ownership	of	real	property,	or
consumer	protection	initiatives	or	changes	in	state	or	federal	law	may	substantially	raise	the	cost	of	foreclosure	or	prevent	us
from	foreclosing	at	all.	Since	we	originate	loans	secured	by	real	estate,	we	may	have	to	foreclose	on	the	collateral	property	to
recover	our	investment	and	may	thereafter	own	and	operate	such	property,	in	which	case	we	would	be	exposed	to	the	risks
inherent	in	the	ownership	of	real	estate.	The	amount	that	we,	as	a	mortgagee,	may	realize	after	a	foreclosure	depends	on	factors
outside	of	our	control,	including,	but	not	limited	to,	general	or	local	economic	conditions,	environmental	cleanup	liabilities,
various	assessments	relating	to	the	ownership	of	the	property,	interest	rates,	real	estate	tax	rates,	operating	expenses	of	the
mortgaged	foreclosed	properties,	our	ability	to	obtain	and	maintain	adequate	occupancy	of	the	properties,	zoning	laws,
governmental	and	regulatory	rules,	and	natural	disasters.	Our	inability	to	manage	the	amount	of	costs	or	size	of	the	risks
associated	with	the	ownership	of	real	estate,	or	write-	downs	in	the	value	of	OREO,	could	have	an	adverse	effect	on	our
business,	financial	condition,	and	results	of	operations.	Additionally,	consumer	protection	initiatives	or	changes	in	state	or



federal	law	may	substantially	increase	the	time	and	expenses	associated	with	the	residential	foreclosure	process	or	prevent	us
from	foreclosing	at	all.	A	number	of	states	in	recent	years	have	either	considered	or	adopted	foreclosure	reform	laws	that	make
it	substantially	more	difficult	and	expensive	for	lenders	to	foreclose	on	residential	properties	in	default.	Furthermore,	federal
regulators	have	prosecuted	a	number	of	mortgage	servicing	companies	for	alleged	consumer	law	violations.	If	new	state	or
federal	laws	or	regulations	are	ultimately	enacted	that	significantly	raise	the	cost	of	residential	foreclosures	or	raise	outright
barriers,	they	could	have	an	adverse	effect	on	our	business,	financial	condition,	and	results	of	operations.	We	are	exposed	to	the
risk	of	environmental	liability	associated	with	lending	activities	or	properties	we	own.	A	significant	portion	of	our	loan	portfolio
is	secured	by	real	estate,	and	we	could	become	subject	to	environmental	liabilities	with	respect	to	one	or	more	of	these
properties,	or	with	respect	to	properties	that	we	own	in	operating	our	business.	During	the	ordinary	course	of	business,	we	may
foreclose	on	and	take	title	to	properties	securing	defaulted	loans.	In	doing	so,	there	is	a	risk	that	hazardous	or	toxic	substances
could	be	found	on	these	properties.	If	hazardous	conditions	or	toxic	substances	are	found	on	these	properties,	we	may	be	liable
for	remediation	costs,	as	well	as	for	personal	injury	and	property	damage,	civil	fines	and	criminal	penalties	regardless	of	when
the	hazardous	conditions	or	toxic	substances	first	affected	any	particular	property.	The	costs	associated	with	investigation	or
remediation	activities	could	be	substantial.	Environmental	laws	may	require	us	to	incur	substantial	expenses	to	address	unknown
liabilities	and	may	materially	reduce	the	affected	property’	s	value	or	limit	our	ability	to	use	or	sell	the	affected	property.	In
addition,	future	laws	or	more	stringent	interpretations	or	enforcement	policies	with	respect	to	existing	laws	may	increase	our
exposure	to	environmental	liability.	Our	practice,	which	is	to	obtain	an	environmental	review	before	initiating	any	foreclosure
action	on	nonresidential	real	property,	may	not	be	sufficient	to	detect	all	potential	environmental	hazards.	The	remediation	costs
and	any	other	financial	liabilities	associated	with	an	environmental	hazard	could	have	a	material	adverse	effect	on	us.	The	We
are	required	to	transition	from	the	use	of	the	LIBOR	may	adversely	impact	the	interest	rate	rates	index	in	the	future	paid	on
certain	financial	instruments	.	The	London	Interbank	Offered	Rate	("	LIBOR	")	is	the	was	used	as	a	reference	rate	used	for
many	certain	of	the	Corporation	'	’	s	transactions,	including	variable	and	adjustable-	rate	commercial	loans,	as	well	as	some	of
its	related	derivative	contracts	debt	instruments.	In	2017	,	borrowings	the	U.	K.	Financial	Conduct	Authority,	which
regulates	LIBOR,	announced	that	the	publication	of	LIBOR	would	not	be	guaranteed	beyond	2021.	In	December	2020,
the	administrator	of	LIBOR	announced	its	intention	to	(i)	cease	the	publication	of	the	one-	week	and	two-	month	U.	S.
dollar	LIBOR	after	December	31,	2021,	and	(ii)	cease	the	publication	of	all	other	financial	instruments	tenors	of	U	.	The	S.
dollar	LIBOR	index	will	be	discontinued	for	U.	S.	Dollar	settings	effective	(one,	three,	six	and	12	month	LIBOR)	after	June
30,	2023	,	unless	the	deadline	were	.	There	are	ongoing	efforts	to	be	extended	establish	an	alternative	reference	rate	.	The
Federal	Reserve	Board	language	in	our	LIBOR-	based	contracts	and	other	financial	instruments	has	developed	over	time	and
may	have	various	events	that	trigger	when	a	successor	rate	to	the	designated	rate	would	be	selected.	If	a	trigger	is	satisfied	,	in
conjunction	with	contracts	and	other	financial	instruments	may	give	the	calculation	agent	discretion	over	the	substitute	index
or	indices	for	the	calculation	of	interest	rates	to	be	selected.	Since	alternative	rates	are	calculated	differently,	the	transition	may
change	our	market	risk	profile,	requiring	changes	to	risk	and	pricing	models.	Other	LIBOR-	based	contracts	and	financial
instruments	do	not	have	such	triggers	and	any	means	for	selection	of	alternative	rates	to	LIBOR.	Regulators,	industry	groups	and
certain	communities	(e.	g.,	the	Alternative	Reference	Rates	Committee	,	a	steering	committee	comprised	of	large	U.	S.
financial	institutions,	supports	replacing	LIBOR	with	SOFR,	a	new	index	calculated	by	short-	term	repurchase
agreements	backed	by	Treasury	securities.	The	Corporation	adopted	SOFR	as	its	preferred	benchmark	as	an	alternative
to	LIBOR	for	use	in	new	contracts	beginning	on	or	after	January	1,	2022.	While	the	Adjustable	Interest	Rate	(LIBOR	)
have	Act	and	implementing	regulations	will	help	to	transition	legacy	LIBOR	contracts	to	a	new	benchmark	rate	,	among
other	--	the	substitution	of	SOFR	things,	published	recommended,	so-	called	“	fallback	language	”	for	LIBOR	-	linked	may
have	potentially	significant	economic	impacts	on	parties	to	affected	contracts	and	other	financial	instruments,	identified
recommended	alternatives	for	certain	LIBOR	rates	(e	.	g.,	the	Secured	Overnight	Financing	Rate	(“	SOFR	is	different	”)	as	the
recommended	alternative	to	U.	S.	Dollar	LIBOR),	and	proposed	implementation	of	the	recommended	alternatives	for	use	in
floating	rate	instruments.	The	Corporation	has	nearly	completed	the	process	of	transitioning	away	from	LIBOR	.	Its	enterprise
in	that	it	is	a	retrospective	-	wide,	cross	looking	secured	rate	rather	than	a	forward	-	looking	unsecured	functional	project
team	overseeing	the	transition	completed	an	inventory	of	existing	LIBOR-	indexed	products,	added	LIBOR	fallback	language	to
new	loans,	and,	with	respect	to	existing	loans,	managed	the	transition	to	non-	LIBOR	based	adjustable-	rate	mortgages,	floating-
rate	commercial	loans	and	related	derivative	instruments	.	Additionally,	while	The	project	team	selected	SOFR	as	appears	to
be	the	preferred	replacement	rate	for	LIBOR	,	it	.	The	team	is	working	with	not	possible	to	predict	whether	SOFR	will
ultimately	prevail	in	the	Corporation’	s	bond	trustees	on	the	LIBOR	transition	for	certain	of	its	capital	markets	-	market	as
instruments.	In	addition,	on	March	15,	2022,	President	Biden	signed	the	definitive	LIBOR	Act.	The	LIBOR	Act	establishes	a
uniform	replacement	rate	for	LIBOR	in	agreements	that	either	do	not	contain	a	fallback	provision,	or	do	not	identify	a	specific
benchmark	replacement	and	a	person	with	authority	to	determine	the	benchmark	replacement	.	Uncertainty	as	The	replacement
rate	in	such	agreements	will	be	the	benchmark	replacement	identified	by	the	Federal	Reserve	Board	that	is	based	on	SOFR,
including	a	“	tenor	”	spread	adjustment	appropriate	for	each	tenor	of	LIBOR	that	is	consistent	with	the	International	Swaps	and
Derivatives	Association’	s	IBOR	Fallbacks	protocol.	In	December	2022,	the	Federal	Reserve	published	final	regulations
implementing	the	LIBOR	Act	and	adopting	SOFR-	based	benchmark	rates	to	replace	overnight	1-,	3-,	6-	and	12-	month	U.	S.
Dollar	LIBOR	for	agreements	specified	in	the	nature	LIBOR	Act.	We	cannot	predict	what	the	effect	of	the	transition	away
from	LIBOR	to	alternative	rates,	including	SOFR,	may	be	on	the	markets	for	various	floating	rate	financial	instruments.	The	use
of	alternative	reference	rates	,	and	as	to	potential	changes	to	or	the	other	reforms	related	methods	and	processes	used	to
calculate	rates	the	transition	from	LIBOR	,	may	have	an	adverse	adversely	effect	affect	on	the	value	of	trading	market	for
LIBOR-	based	securities,	loan	yields,	and	the	amount	received	and	paid	on	derivative	contracts	and	other	financial
arrangements	instruments.	In	addition,	the	continued	evolution	of	the	Corporation	LIBOR	transition	and	related	reform



proposals	may	result	in	increased	compliance	and	operational	costs	.	Risks	related	to	Liquidity	We	are	subject	to	liquidity	risk,
which	could	adversely	affect	our	financial	condition	and	results	of	operations.	Effective	liquidity	management	is	essential	for
the	operation	of	our	business.	Although	we	have	implemented	strategies	to	maintain	sufficient	and	diverse	sources	of	funding	to
accommodate	planned,	as	well	as	unanticipated,	liquidity	needs	(including	changes	in	assets,	liabilities,	and	off-	balance	sheet
commitments	under	various	economic	conditions),	an	inability	to	raise	funds	through	deposits,	borrowings,	the	sale	of
investment	securities	and	other	sources	could	have	a	material	adverse	effect	on	our	liquidity.	Our	access	to	funding	sources	in
amounts	adequate	to	finance	our	activities	could	be	impaired	by	factors	that	affect	us	specifically	or	the	financial	services
industry	in	general.	Factors	that	could	detrimentally	impact	our	access	to	liquidity	sources	include	a	decrease	in	the	level	of	our
business	activity	due	to	a	market	disruption,	a	decrease	in	the	borrowing	capacity	assigned	to	our	pledged	assets	by	our	secured
creditors,	competition	from	other	financial	institutions	and	,	inflation	which	could	drive	up	the	costs	of	deposits	or	adverse
regulatory	action	taken	against	us.	Deterioration	in	economic	conditions	and	the	loss	of	confidence	in	financial	institutions	may
also	increase	our	cost	of	funding	and	limit	our	access	to	some	of	our	customary	sources	of	liquidity,	including,	but	not	limited	to,
inter-	bank	borrowings	and	borrowings	from	the	Federal	Home	Loan	Bank	of	Pittsburgh	and	the	Federal	Reserve	Bank	of
Philadelphia.	Our	ability	to	acquire	deposits	or	borrow	could	also	be	impaired	by	factors	that	are	not	specific	to	us,	such	as	a
severe	disruption	of	the	financial	markets	or	negative	views	and	expectations	about	the	prospects	for	the	financial	services
industry	generally	as	a	result	of	conditions	faced	by	banking	organizations	in	the	domestic	and	international	credit	markets.	Any
decline	in	available	funding	or	increased	costs	of	liquidity	could	adversely	impact	our	ability	to	originate	loans,	invest	in
securities,	meet	our	expenses	or	fulfill	obligations	such	as	repaying	our	borrowings	or	meeting	deposit	withdrawal	demands,	any
of	which	could,	in	turn,	have	an	adverse	effect	on	our	business,	financial	condition,	and	results	of	operations.	Risks	Related	to
Competitive	Matters	Strong	competition	within	our	market	areas	may	limit	our	growth	and	profitability.	Competition	in	the
banking	and	financial	services	industry	is	intense.	In	our	market	area,	we	compete	with	commercial	banks,	savings	institutions,
mortgage	brokerage	firms,	credit	unions,	finance	companies,	mutual	funds,	insurance	companies,	and	securities	brokerage	firms
as	well	as	certain	unregulated	or	less	regulated	non-	banking	entities,	operating	locally	and	elsewhere.	Many	of	these	competitors
have	substantially	greater	resources	and	higher	lending	limits	than	we	have	and	offer	certain	services	that	we	do	not	or	cannot
provide.	If	we	must	raise	interest	rates	paid	on	deposits	or	lower	interest	rates	charged	on	our	loans	to	be	competitive,	our	net
interest	margin	and	profitability	could	be	adversely	affected.	In	addition,	some	of	our	competitors	offer	loans	with	lower	interest
rates	on	more	attractive	terms	than	loans	we	offer.	Competition	also	makes	it	increasingly	difficult	and	costly	to	attract	and
retain	qualified	employees.	Our	profitability	depends	upon	our	continued	ability	to	successfully	compete	in	our	market	area.	The
financial	services	industry	could	become	even	more	competitive	as	a	result	of	new	legislative,	regulatory	and	technological
changes	and	continued	consolidation	in	the	industry.	Banks,	securities	firms	and	insurance	companies	can	merge	under	the
umbrella	of	a	financial	holding	company,	which	can	offer	virtually	any	type	of	financial	service,	including	banking,	securities
underwriting,	insurance	(both	agency	and	underwriting)	and	merchant	banking.	Also,	technology	has	lowered	barriers	to	entry
and	made	it	possible	for	non-	banks	to	offer	products	and	services	traditionally	provided	by	banks,	such	as	automatic	transfer
and	automatic	payment	systems.	Many	of	our	competitors	have	fewer	regulatory	constraints	and	may	have	lower	cost	structures.
Additionally,	due	to	their	size,	many	competitors	may	be	able	to	achieve	economies	of	scale	and,	as	a	result,	may	offer	a	broader
range	of	products	and	services	as	well	as	better	pricing	for	those	products	and	services	than	we	can.	We	expect	competition	to
increase	in	the	future	as	a	result	of	legislative,	regulatory	and	technological	changes	and	the	continuing	trend	of	consolidation	in
the	financial	services	industry.	Our	asset	size	may	make	it	more	difficult	for	us	to	compete.	Our	asset	size	may	make	it	more
difficult	to	compete	with	other	financial	institutions	that	are	larger	and	can	more	easily	afford	to	invest	in	the	marketing	and
technologies	needed	to	attract	and	retain	customers.	Because	our	principal	source	of	income	is	the	net	interest	income	we	earn
on	our	loans	and	investments	after	deducting	interest	paid	on	deposits	and	other	sources	of	funds,	our	ability	to	generate	the
revenues	needed	to	cover	our	expenses	and	finance	such	investments	is	limited	by	the	size	of	our	loan	and	investment	portfolios.
Accordingly,	we	are	not	always	able	to	offer	new	products	and	services	as	quickly	as	our	competitors.	Our	lower	earnings	may
also	make	it	more	difficult	to	offer	competitive	salaries	and	benefits.	In	addition,	our	smaller	customer	base	may	make	it
difficult	to	generate	meaningful	noninterest	income	from	non-	traditional	banking	activities.	Finally,	as	a	smaller	institution,	we
are	disproportionately	affected	by	the	continually	increasing	costs	of	compliance	with	new	banking	and	other	regulations.	Risks
Related	to	Laws	and	RegulationsChanges	in	laws	and	regulations	and	the	cost	of	regulatory	compliance	with	new	laws	and
regulations	may	adversely	affect	our	operations	and	/	or	increase	our	costs	of	operations	and	/	or	decrease	our	revenues.
PeoplesBank	is	subject	to	extensive	regulation,	supervision	and	examination	by	the	PADOBS	and	the	FDIC,	and	the
Corporation	is	subject	to	extensive	regulation,	supervision	and	examination	by	the	Federal	Reserve	Board.	Such	regulation	and
supervision	govern	the	activities	in	which	an	institution	and	its	holding	company	may	engage	and	are	intended	primarily	for	the
protection	of	the	federal	deposit	insurance	fund	and	the	depositors	and	borrowers	of	PeoplesBank,	rather	than	for	our
stockholders.	Regulatory	authorities	have	extensive	discretion	in	their	supervisory	and	enforcement	activities,	including	the
imposition	of	restrictions	on	our	operations,	the	classification	of	our	assets	and	determination	influence	of	the	level	of	our
allowance	for	loan	credit	losses.	These	regulations,	along	with	existing	tax,	accounting,	securities,	insurance	and	monetary
laws,	rules,	standards,	policies,	and	interpretations,	control	the	methods	by	which	financial	institutions	conduct	business,
implement	strategic	initiatives	and	tax	compliance,	and	govern	financial	reporting	and	disclosures.	Any	change	in	such
regulation	and	oversight,	whether	in	the	form	of	regulatory	policy,	regulations,	legislation	or	supervisory	action,	may	have	a
material	impact	on	our	operations.	These	changes	could	materially	impact,	potentially	even	retroactively,	how	we	report	our
financial	condition	and	results	of	operations.	For	example,	in	the	interest	of	consumer	protection,	the	Consumer	Financial
Protection	Bureau	(“	CFPB	”),	has	in	recently	--	recent	periods	been	active	in	pursuing	actions	against	financial	institutions	for
charging	certain	fees	that	they	have	characterized	as	“	junk	fees.	”	These	fees	can	take	a	number	of	forms,	including	without
limitation,	fees	related	to	late	loan	payments,	fees	for	insufficient	funds,	repossession	fees	and	processing	fees.	In	a	number	of



instances	the	CFPB	has	challenged	the	imposition	of	fees	by	the	involved	financial	institution	without	regard	to	whether	such
fees	appropriately	compensate	the	financial	institution	for	the	service	provided	and	were	disclosed	to	the	customer.	Although
PeoplesBank	is	not	regulated	by	the	CFPB,	the	actions	of	the	CFPB	can	have	an	influential	impact	on	the	supervisory	actions	of
other	bank	regulators	at	the	federal	and	state	level,	in	particular,	in	PeoplesBank’	s	case,	the	FDIC	as	its	primary	federal	banking
regulator.	Non-	compliance	with	the	USA	PATRIOT	Act,	Bank	Secrecy	Act,	or	other	laws	and	regulations	could	result	in	fines
or	sanctions.	The	USA	PATRIOT	and	Bank	Secrecy	Acts	require	financial	institutions	to	develop	programs	to	prevent	financial
institutions	from	being	used	for	money	laundering	and	terrorist	activities.	If	such	activities	are	detected,	financial	institutions	are
obligated	to	file	suspicious	activity	reports	with	the	U.	S.	Treasury’	s	Office	of	Financial	Crimes	Enforcement	Network.	These
rules	require	financial	institutions	to	establish	procedures	for	identifying	and	verifying	the	identity	of	customers	seeking	to	open
new	financial	accounts.	Failure	to	comply	with	these	regulations	could	result	in	fines	or	sanctions,	including	restrictions	on
pursuing	acquisitions	or	establishing	new	branches.	The	policies	and	procedures	we	have	adopted	that	are	designed	to	assist	in
compliance	with	these	laws	and	regulations	may	not	be	effective	in	preventing	violations	of	these	laws	and	regulations.	The
Federal	Reserve	Board	may	require	us	to	commit	capital	resources	to	support	PeoplesBank,	and	we	may	not	have	sufficient
access	to	such	capital	resources.	Federal	law	requires	that	a	holding	company	act	as	a	source	of	financial	and	managerial
strength	to	its	subsidiary	bank	and	to	commit	resources	to	support	such	subsidiary	bank.	Under	the	“	source	of	strength	”
doctrine,	the	Federal	Reserve	Board	may	require	a	holding	company	to	make	capital	injections	into	a	troubled	subsidiary	bank
and	may	charge	the	holding	company	with	engaging	in	unsafe	and	unsound	practices	for	failure	to	commit	resources	to	a
subsidiary	bank.	A	capital	injection	may	be	required	at	times	when	the	holding	company	may	not	have	the	resources	to	provide
it	and	therefore	may	be	required	to	attempt	to	borrow	the	funds	or	raise	capital.	Thus,	any	borrowing	that	must	be	done	by	the
Corporation	to	make	a	required	capital	injection	becomes	more	difficult	and	expensive	and	could	have	an	adverse	effect	on	our
business,	financial	condition	and	results	of	operations.	Moreover,	it	is	possible	that	we	will	be	unable	to	borrow	funds	or
otherwise	raise	capital	at	a	time	when	it	is	needed.	.	We	may	be	required	to	raise	additional	capital	in	the	future,but	that	capital
may	not	be	available	when	it	is	needed,or	it	may	only	be	available	on	unacceptable	terms,which	could	adversely	affect	our
financial	condition	and	results	of	operations.We	are	required	by	federal	and	state	regulatory	authorities	to	maintain	adequate
levels	of	capital	to	support	our	operations.We	may	at	some	point,however,need	to	raise	additional	capital	to	support	continued
growth	or	be	required	by	our	regulators	to	increase	our	capital	resources.Our	ability	to	raise	additional	capital,if	needed,will
depend	on	conditions	in	the	capital	markets	at	that	time,which	are	outside	of	our	control,and	on	our	financial
performance.Accordingly,we	may	not	be	able	to	raise	additional	capital,if	needed,on	terms	acceptable	to	us.If	we	cannot	raise
additional	capital	when	needed,our	ability	to	further	expand	our	operations	and	pursue	our	growth	strategy	could	be	materially
impaired	and	our	financial	condition	and	liquidity	could	be	materially	and	adversely	affected.In	addition,if	we	are	unable	to
raise	additional	capital	when	required	by	our	bank	regulators,we	may	be	subject	to	adverse	regulatory	action	.	Monetary	policies
and	regulations	of	the	Federal	Reserve	Board	could	adversely	affect	our	business,	financial	condition	and	results	of	operations.
In	addition	to	being	affected	by	general	economic	conditions,	our	earnings	and	growth	are	affected	by	the	policies	of	the	Federal
Reserve	Board.	An	important	function	of	the	Federal	Reserve	Board	is	to	regulate	the	money	supply	and	credit	conditions.
Among	the	instruments	used	by	the	Federal	Reserve	Board	to	implement	these	objectives	are	open	market	purchases	and	sales
of	U.	S.	government	securities,	adjustments	of	the	discount	rate	and	changes	in	banks’	reserve	requirements	against	bank
deposits.	These	instruments	are	used	in	varying	combinations	to	influence	overall	economic	growth	and	the	distribution	of
credit,	bank	loans,	investments	and	deposits.	Their	use	also	affects	interest	rates	charged	on	loans	or	paid	on	deposits.	The
monetary	policies	and	regulations	of	the	Federal	Reserve	Board	have	had	a	significant	effect	on	the	operating	results	of	financial
institutions	in	the	past	and	are	expected	to	continue	to	do	so	in	the	future.	The	effects	of	such	policies	upon	our	business,
financial	condition	and	results	of	operations	cannot	be	predicted	.	We	may	be	required	to	raise......	may	be	subject	to	adverse
regulatory	action	.	We	qualify	as	a	“	smaller	reporting	company	”	pursuant	to	regulations	of	the	Securities	and	Exchange
Commission	(“	SEC	”),	and	any	decision	on	our	part	to	comply	only	with	certain	reduced	reporting	and	disclosure	requirements
applicable	to	smaller	reporting	companies	could	make	our	common	stock	less	attractive	to	investors.	We	are	a	smaller	reporting
company,	and,	for	as	long	as	we	continue	to	qualify	as	a	smaller	reporting	company,	we	may	choose	to	take	advantage	of
exemptions	from	various	reporting	requirements	applicable	to	other	public	companies	but	not	to	smaller	reporting	companies,
including,	but	not	limited	to,	reduced	disclosure	obligations	regarding	executive	compensation	in	our	periodic	reports	and	proxy
statements	and	two	years	of	audited	financial	statements	in	our	annual	report	instead	of	three	years.	As	long	as	we	are	a	smaller
reporting	company	that	is	also	not	an	accelerated	filer,	we	will	not	be	subject	to	Section	404	(b)	of	the	Sarbanes-	Oxley	Act,
which	would	require	that	our	independent	registered	public	accounting	firm	review	and	attest	as	to	the	effectiveness	of	our
internal	control	over	financial	reporting.	In	addition,	as	a	non-	accelerated	filer,	we	have	longer	deadlines	to	file	our	periodic
reports	with	the	SEC.	We	will	remain	a	smaller	reporting	company	and	a	non-	accelerated	filer	for	so	long	as	our	voting	and
non-	voting	equity	held	by	non-	affiliates	(“	public	float	”)	is	less	than	$	250	million,	or	our	annual	revenues	are	less	than	$	100
million	and	our	public	float	is	less	than	$	700	million.	Annual	revenues	The	public	float	for	this	purpose	is	not	determined	at
the	end	of	the	fiscal	year	involved	ending	December	31	,	2023	exceeded	$	100	million	but	as	of	the	end	of	the	company’	s
second	fiscal	quarter	.	As	a	result	,	we	will	become	an	accelerated	filer	beginning	in	the	reporting	period	ending	March	31,
2024,	and	at	that	time	will	become	subject	to	Section	404	(b)	of	the	Sarbanes-	Oxley	Act	and	shorter	deadlines	to	file	our
periodic	reports	with	the	SEC.	As	a	result	of	our	current	smaller	reporting	company	status	and	non-	accelerated	filer	status,
our	stockholders	may	not	have	access	to	certain	information	they	may	deem	important,	and	investors	may	find	our	common
stock	less	attractive	if	we	choose	to	rely	on	these	exemptions	provisions	allowing	for	reduced	or	scaled	disclosures	.	This
could	result	in	a	less	active	trading	market	for	our	common	stock	and	the	price	of	our	common	stock	may	be	more	volatile.
Risks	Related	to	Operational	MattersWe	face	significant	operational	risks	because	of	our	reliance	on	technology.	Our
information	technology	systems	may	be	subject	to	failure,	interruption	or	cybersecurity	attacks	or	breaches.	Information



technology	systems	are	critical	to	our	business.	Our	business	requires	us	to	collect,	process,	transmit	and	store	significant
amounts	of	confidential	information	regarding	our	customers,	employees	and	our	own	business,	operations,	plans	and	business
strategies.	We	use	various	technology	systems	to	manage	our	customer	relationships,	general	ledger,	securities	investments,
deposits,	and	loans.	Our	computer	systems,	data	management	and	internal	processes,	as	well	as	those	of	third	parties,	are
integral	to	our	performance.	Our	operational	risks	include	the	risk	of	malfeasance	by	employees	or	persons	outside	our
company,	errors	relating	to	transaction	processing	and	technology,	systems	failures	or	interruptions,	breaches	of	our	internal
control	systems	and	compliance	requirements,	and	business	continuation	and	disaster	recovery.	There	have	been	increasing
efforts	by	third	parties	to	breach	data	security	at	financial	institutions.	Such	attacks	include	computer	viruses,	malicious	or
destructive	code,	ransomware	attacks,	phishing	attacks,	denial	of	service	or	information	or	other	security	breaches	that	could
result	in	the	unauthorized	release,	gathering,	monitoring,	misuse,	loss	or	destruction	of	confidential,	proprietary	and	other
information,	damages	to	systems,	or	other	material	disruptions	to	network	access	or	business	operations.	Although	we	take
protective	measures	and	believe	that	we	have	not	experienced	any	of	the	data	breaches	described	above,	the	security	of	our
computer	systems,	software,	and	networks	may	be	vulnerable	to	breaches,	unauthorized	access,	misuse,	computer	viruses,	or
other	malicious	code	and	cyber-	attacks	that	could	have	an	impact	on	information	security.	Because	the	methods	used	to	cause
security	attacks	and	data	breaches	change	frequently,	the	measures	we	take	to	prevent	or	counteract	these	attacks	and	data
breaches	may	not	be	adequate	to	prevent	them.	In	the	event	of	a	breakdown	in	our	internal	control	systems,	improper	operation
of	our	systems	or	improper	employee	actions,	or	a	breach	of	our	security	systems,	including	if	confidential	or	proprietary
information	were	to	be	mishandled,	misused	or	lost,	we	could	suffer	financial	loss,	loss	of	customers	and	damage	to	our
reputation,	and	face	regulatory	action	or	civil	litigation.	Any	of	these	events	could	have	a	material	adverse	effect	on	our
financial	condition	and	results	of	operations.	Our	insurance	coverage	may	not	adequately	address	such	losses,	or	if	it	does,	such
losses	may	exceed	insurance	limits	.	Furthermore,	such	events	could	adversely	affect	our	reputation	and	thus	adversely
affect	our	business.	We	face	significant	operational	risks	because	the	nature	of	the	financial	services	business	involves	a
high	volume	of	transactions.	We	operate	in	several	diverse	markets	and	rely	on	the	ability	of	our	employees	and	systems
to	process	a	high	number	of	transactions.	Operational	risk	is	the	risk	of	loss	resulting	from	our	operations,	including	but
not	limited	to,	the	risk	of	fraud	by	employees	or	persons	outside	the	Corporation,	the	execution	of	unauthorized
transactions	by	employees,	errors	relating	to	transaction	processing	and	technology,	breaches	of	our	internal	control
systems	and	compliance	requirements.	Insurance	coverage	may	not	be	available	for	such	losses,	or	where	available,	such
losses	may	exceed	insurance	limits.	This	risk	of	loss	also	includes	potential	legal	actions	that	could	arise	as	a	result	of
operational	deficiencies	or	as	a	result	of	non-	compliance	with	applicable	regulatory	standards,	adverse	business
decisions	or	their	implementation,	or	customer	attrition	due	to	potential	adverse	publicity.	In	the	event	of	a	breakdown	in
our	internal	control	systems,	improper	operation	of	systems	or	improper	employee	actions,	we	could	suffer	financial	loss,
face	regulatory	action,	and	/	or	suffer	damage	to	our	reputation	.	We	rely	on	third-	party	vendors,	which	could	expose	us	to
additional	cybersecurity	risks.	Third-	party	vendors	provide	key	components	of	our	business	infrastructure,	including	certain
data	processing	and	information	services.	Accordingly,	our	operations	are	exposed	to	risk	that	these	vendors	will	not	perform	in
accordance	with	our	contractual	agreements	with	them,	or	we	also	could	be	adversely	affected	if	such	an	agreement	is	not
renewed	by	the	third-	party	vendor	or	is	renewed	on	terms	less	favorable	to	us.	If	our	third-	party	providers	encounter
difficulties,	or	if	we	have	difficulty	communicating	with	those	service	providers,	our	ability	to	adequately	process	and	account
for	transactions	could	be	affected,	and	our	business	operations	could	be	adversely	affected,	which	could	have	a	material	adverse
effect	on	our	financial	condition	and	results	of	operations.	Threats	to	information	We	also	rely	on	the	integrity	and	security
also	exist	in	the	processing	of	customer	information	through	a	variety	of	third-	party	processors,	payment,	clearing	and
settlement	systems,	as	well	as	the	various	other	vendors	and	participants	involved	in	these	systems,	many	of	which	have	no
direct	relationship	with	us.	Failure	by	these	participants	or	their	personnel	systems	to	protect	our	customers'	transaction
data	may	put	us	at	risk	for	possible	losses	due	to	fraud	or	operational	disruption	.	To	our	knowledge	,	to	date	,	the	services
and	programs	provided	to	us	by	third	parties	have	not	experienced	resulted	in	any	material	security	breaches	personal	data	of
clients	of	PeoplesBank	being	compromised	.	However,	the	existence	of	cyber-	attacks	or	security	breaches	at	third	parties	with
access	to	our	data,	such	as	vendors,	may	not	be	disclosed	to	us	in	a	timely	manner.	The	soundness	of	other	financial	institutions
could	adversely	affect	us.	Our	ability	to	engage	in	routine	funding	transactions	could	be	adversely	affected	by	the	actions	and
commercial	soundness	of	other	financial	institutions.	Financial	services	institutions	are	interrelated	as	a	result	of	trading,
clearing,	counterparty	or	other	relationships.	We	have	exposure	to	many	different	industries	and	counterparties,	and	we
routinely	execute	transactions	with	counterparties	in	the	financial	industry.	As	a	result,	defaults	by,	or	even	rumors	or	questions
about,	one	or	more	financial	services	institutions,	or	the	financial	services	industry	generally,	have	led	to	market-	wide	liquidity
problems	and	could	lead	to	losses	or	defaults	by	us	or	by	other	institutions.	Many	of	these	transactions	expose	us	to	credit	risk	in
the	event	of	default	of	our	counterparty	or	client.	In	addition,	our	credit	risk	may	be	exacerbated	when	the	collateral	we	hold
cannot	be	realized	upon	or	is	liquidated	at	prices	insufficient	to	recover	the	full	amount	of	the	loan.	We	cannot	assure	you	that
any	such	losses	would	not	materially	and	adversely	affect	our	business,	financial	condition	or	results	of	operations.	We	may	be
subject	to	risks	and	losses	resulting	from	fraudulent	activities	that	could	adversely	impact	our	financial	performance	and	results
of	operations.	As	a	bank,	we	are	susceptible	to	fraudulent	activity	that	may	be	committed	against	us	or	our	clients,	which	may
result	in	financial	losses	or	increased	costs	to	us	or	our	clients,	disclosure	or	misuse	of	our	information	or	our	client	information,
misappropriation	of	assets,	privacy	breaches	against	our	clients,	litigation	or	damage	to	our	reputation.	We	are	most	exposed	to
fraud	and	compliance	risk	in	connection	with	the	origination	of	loans,	ACH	transactions,	wire	transactions,	ATM	transactions,
checking	transactions,	and	debit	cards	that	we	have	issued	to	our	customers	and	through	our	online	banking	portals.	We
maintain	a	system	of	internal	controls	and	insurance	coverage	to	mitigate	against	such	risks,	including	data	processing	system
failures	and	errors,	and	customer	fraud.	If	our	internal	controls	fail	to	prevent	or	detect	any	such	occurrence,	or	if	any	resulting



loss	is	not	insured	or	exceeds	applicable	insurance	limits,	it	could	have	a	material	adverse	effect	on	our	business,	financial
condition	and	results	of	operations.	We	continually	encounter	technological	change,	and	we	may	have	fewer	resources	than
many	of	our	competitors	to	invest	in	technological	improvements.	The	financial	services	industry	is	undergoing	rapid
technological	changes	with	frequent	introductions	of	new	technology-	driven	products	and	services.	The	effective	use	of
technology	increases	efficiency	and	enables	financial	institutions	to	better	serve	customers	and	to	reduce	costs.	Our
future	success	will	depend,	in	part,	upon	our	ability	to	address	the	needs	of	our	clients	by	using	technology	to	provide
products	and	services	that	will	satisfy	client	demands	for	convenience,	as	well	as	to	create	additional	efficiencies	in	our
operations.	Many	national	vendors	provide	turn-	key	services	to	community	banks,	such	as	internet	banking	and	remote
deposit	capture	that	allow	smaller	banks	to	compete	with	institutions	that	have	substantially	greater	resources	to	invest
in	technological	improvements.	We	may	not	be	able,	however,	to	effectively	implement	new	technology-	driven	products
and	services	or	be	successful	in	marketing	these	products	and	services	to	our	customers.	Risks	Related	to	Accounting
MattersChanges	in	accounting	standards	could	affect	reported	earnings.	The	Financial	Accounting	Standards	Board,	SEC	and
other	regulatory	bodies,	that	are	responsible	for	establishing	accounting	and	reporting	standards,	periodically	change	the
financial	accounting	and	reporting	guidance	that	governs	the	preparation	of	our	financial	statements.	These	changes	can	be	hard
to	predict	and	can	involve	judgment	and	discretion	in	their	interpretation	by	us	and	our	independent	accounting	firm.	These
changes	could	materially	impact,	potentially	even	retroactively,	how	we	report	our	financial	condition	and	results	of	operations.
Changes	in	management’	s	estimates	and	assumptions	may	have	a	material	impact	on	our	consolidated	financial	statements	and
our	financial	condition	or	operating	results.	In	preparing	the	periodic	reports	that	we	are	required	to	file	with	the	SEC	under	the
Securities	Exchange	Act	of	1934,	as	amended,	including	our	consolidated	financial	statements,	our	management	is	required
under	applicable	rules	and	regulations	to	make	estimates	and	assumptions	as	of	a	specified	date.	These	estimates	and
assumptions	are	based	on	management’	s	best	estimates	and	experience	as	of	that	date	and	are	subject	to	substantial	risk	and
uncertainty.	Materially	different	results	may	occur	as	circumstances	change	and	additional	information	becomes	known.	Areas
requiring	significant	estimates	and	assumptions	by	management	include,	among	others,	our	evaluation	of	the	adequacy	of	our
allowance	for	loan	credit	losses,	the	calculation	of	our	deferred	tax	assets	and	our	determinations	with	respect	to	the	fair	values
of	financial	instruments.	Other	Risks	Related	to	Our	Business	We	depend	on	our	management	team	and	other	key	personnel	to
implement	our	business	strategy	and	execute	successful	operations	and	we	could	be	harmed	by	the	loss	of	their	services	or	the
inability	to	hire	additional	personnel.	We	depend	on	the	services	of	the	members	of	our	senior	management	team	who	direct	our
strategy	and	operations.	Our	executive	officers	and	lending	personnel	possess	substantial	expertise	as	well	as	extensive
knowledge	of	our	markets	and	key	business	relationships.	Any	one	of	them	could	be	difficult	to	replace.	Our	loss	of	these
persons,	or	our	inability	to	hire	additional	qualified	personnel,	could	impact	our	ability	to	implement	our	business	strategy	and
could	have	a	material	adverse	effect	on	our	results	of	operations	and	ability	to	compete	in	our	markets.	Legal	and	regulatory
proceedings	and	related	matters	could	adversely	affect	us.	We	have	been	and	may	in	the	future	become	involved	in	legal	and
regulatory	proceedings.	We	consider	most	of	the	proceedings	to	be	in	the	normal	course	of	our	business	or	typical	for	the
industry;	however,	it	is	inherently	difficult	to	assess	the	outcome	of	these	matters,	and	we	may	not	prevail	in	any	proceedings	or
litigation.	In	addition,	should	we	become	subject	to	any	more	significant	legal	or	regulatory	proceedings,	such	as	potential
litigation	with	regard	to	our	pending	Merger	with	Orrstown,	we	could	incur	substantial	expense	and	management	diversion,
and	any	adverse	determination	could	have	a	materially	adverse	effect	on	our	business,	brand	or	image,	or	our	financial	condition
and	results	of	our	operations.	Societal	responses	to	climate	change	could	adversely	affect	our	business	and	performance,
including	indirectly	through	impacts	on	our	customers.	Concerns	over	the	long-	term	impacts	of	climate	change	have	led	and
will	continue	to	lead	to	governmental	efforts	around	the	world	to	mitigate	those	impacts.	Consumers	and	businesses	also	may
change	their	behavior	on	their	own	as	a	result	of	these	concerns.	We	and	our	customers	will	need	to	respond	to	new	laws	and
regulations	as	well	as	consumer	and	business	preferences	resulting	from	climate	change	concerns.	We	and	our	customers	may
face	cost	increases,	asset	value	reductions	and	operating	process	changes.	The	impact	on	our	customers	will	likely	vary
depending	on	their	specific	attributes,	including	their	reliance	on	or	their	involvement	in	carbon	intensive	activities.	Among	the
impacts	to	us	could	be	a	drop	in	demand	for	our	products	and	services,	particularly	in	certain	sectors.	In	addition,	we	could	face
reductions	in	creditworthiness	on	the	part	of	some	customers	or	in	the	value	of	assets	securing	loans.	Our	efforts	to	take	these
risks	into	account	in	making	lending	and	other	decisions,	including	by	increasing	our	business	with	climate-	friendly	companies,
may	not	be	effective	in	protecting	us	from	the	negative	impact	of	new	laws	and	regulations	or	changes	in	consumer	or	business
behavior.	We	are	a	community	bank	and	our	ability	to	maintain	our	reputation	is	critical	to	the	success	of	our	business,	and	the
failure	to	do	so	may	materially	adversely	affect	our	performance.	We	are	a	community	bank,	and	our	reputation	is	one	of	the
most	valuable	components	of	our	business.	A	key	component	of	our	business	strategy	is	to	rely	on	our	reputation	for	customer
service	and	knowledge	of	local	markets	to	expand	our	presence	by	capturing	new	business	opportunities	from	existing	and
prospective	customers	in	our	market	area	and	contiguous	areas.	As	such,	we	strive	to	conduct	our	business	in	a	manner	that
enhances	our	reputation.	This	is	done,	in	part,	by	recruiting,	hiring	and	retaining	employees	or	by	retaining,	appointing	or
electing	directors	who	share	our	core	values	of	being	an	integral	part	of	the	communities	we	serve,	delivering	superior	service	to
our	customers	and	caring	about	our	customers	and	employees.	If	our	reputation	is	negatively	affected	by	the	actions	of	our
employees	or	directors,	by	our	inability	to	conduct	our	operations	in	a	manner	that	is	appealing	to	current	or	prospective
customers,	or	otherwise,	our	business	and,	therefore,	our	operating	results	may	be	materially	adversely	affected.	Risks	Related	to
Our	Business	Strategy	We	may	not	effectively	execute	on	our	Pending	Merger	with	Orrstown	Regulatory	approvals
expansion	strategy,	which	may	adversely	affect	our	ability	to	maintain	our	historical	growth	and	earnings	trends.	Our	primary
expansion	strategy	focuses	on	organic	growth,	supplemented	by	branch	expansion	and	acquisitions	of	the	Merger	financial
institutions	and	banking	teams;	however,	we	may	not	be	able	to	successfully	received,	may	take	longer	than	execute	-
expected	or	may	impose	conditions	that	are	not	presently	anticipated	or	cannot	be	met.	Before	the	transactions



contemplated	by	the	Merger	Agreement,	including	the	Merger	and	the	Bank	Merger,	may	be	completed,	various
approvals	must	be	obtained	from	bank	regulatory	authorities.	In	determining	whether	to	grant	these	approvals,	the
applicable	regulatory	authorities	consider	a	variety	of	factors,	including	the	competitive	impact	of	the	proposal	in	the
relevant	geographic	markets;	financial,	managerial	and	other	supervisory	considerations	of	each	party;	convenience	and
needs	of	the	communities	to	be	served	and	the	record	of	the	insured	depository	institution	subsidiaries	under	the
Community	Reinvestment	Act	of	1977	and	the	regulations	promulgated	thereunder;	effectiveness	of	the	parties	in
combating	money	laundering	activities;	any	significant	outstanding	supervisory	matters;	and	the	extent	to	which	the
proposal	would	result	in	greater	or	more	concentrated	risks	to	the	stability	of	the	United	States	banking	or	financial
system.	These	governmental	entities	may	impose	conditions	on	these	--	the	aspects	granting	of	such	approvals.	If	the
approval	of	the	Merger	includes	conditions	that	Orrstown	deems	in	its	reasonable	opinion	to	constitute	a	Burdensome
Condition,	as	such	term	is	defined	in	the	Merger	Agreement,	Orrstown	may	refuse	to	proceed	to	consummate	the
Merger.	Furthermore,	conditions	imposed	by	regulatory	authorities,	even	if	they	are	not	deemed	to	constitute	a
Burdensome	Condition,	and	the	process	of	obtaining	regulatory	approvals	could	have	the	effect	of	delaying	completion
of	the	Merger	our	-	or	the	Bank	Merger	expansion	strategy,	which	may	cause	our	-	or	of	imposing	additional	costs	future
growth	rate	to	decline	below	our	-	or	limitations	on	Orrstown	recent	historical	levels,	or	prevent	us	from	growing	Orrstown
Bank	following	the	Merger	or	the	Bank	Merger.	The	regulatory	approvals	may	not	be	received	at	all	.	More	specifically	,
we	may	not	be	able	to	generate	sufficient	new	loans	received	in	a	timely	fashion,	and	deposits	may	contain	conditions	on	the
completion	of	the	Merger	that	are	not	anticipated	or	cannot	be	met.	If	consummation	of	the	Merger	or	the	Bank	Merger
is	delayed,	including	by	a	delay	in	receipt	of	necessary	governmental	approvals,	the	business,	financial	condition	and
results	of	operations	of	each	of	Codorus	Valley	and	Orrstown	may	also	be	materially	adversely	affected.	The	ability	of
the	Corporation	and	Orrstown	to	complete	the	Merger	is	subject	to	the	satisfaction	(or	waiver	by	the	parties)	of	the
closing	conditions	set	forth	in	the	Merger	Agreement,	some	of	which	are	outside	of	the	parties’	control.	In	addition	to
receipt	of	all	necessary	regulatory	approvals,	the	Merger	Agreement	is	subject	to	a	number	of	conditions	which	must	be
fulfilled	in	order	to	complete	the	Merger.	Those	conditions	include,	among	others:	(i)	approval	of	the	Merger	Agreement
by	Codorus	Valley’	s	and	the	approval	by	Orrstown’	s	stockholders	of	the	issuance	of	the	shares	of	common	stock	of
Orrstown	as	the	consideration	for	the	Merger	and	(ii)	the	absence	of	any	governmental	order,	decree	or	injunction	or	law
or	regulation	prohibiting	completion	of	the	Merger.	The	obligation	of	each	party	to	consummate	the	Merger	is	also
conditioned	upon	(i)	subject	to	certain	exceptions,	the	accuracy	of	the	representations	and	warranties	of	the	other	party,
(ii)	performance	in	all	material	respects	by	the	other	party	of	its	obligations	under	the	merger	agreement,	(iii)	receipt	by
such	party	of	a	tax	opinion	to	the	effect	that	the	Merger	will	qualify	as	a	reorganization	within	acceptable	risk	and	expense
tolerances	or	obtain	the	personnel	or	funding	necessary	for	meaning	of	Section	368	(a)	of	the	Code	and	(iv)	the	effective
registration	with	the	SEC	of	the	shares	of	common	stock	of	Orrstown	to	be	issued	the	Corporation’	s	stockholders	in	the
Merger.	In	additional	--	addition	growth.	Various	factors	,	such	as	economic	if	the	Merger	is	not	completed	by	December	31,
2024,	either	the	Corporation	or	Orrstown	may	choose	not	to	proceed	with	the	Merger.	In	addition,	the	parties	can
mutually	decide	to	terminate	the	Merger	Agreement	at	any	time,	before	or	after	receipt	of	stockholder	approval	by	the
Corporation	and	/	or	Orrstown.	These	conditions	to	and	competition	with	other	--	the	consummation	financial	institutions,
may	impede	or	restrict	the	growth	of	our	operations.	Further,	we	may	be	unable	to	attract	and	retain	experienced	bankers,	which
could	adversely	affect	our	growth.	The	success	of	our	strategy	also	depends	on	our	ability	to	manage	our	growth	effectively,
which	in	turn	depends	on	many	factors,	including	our	ability	to	adapt	our	credit,	operational,	technology,	risk	management,
internal	controls	and	governance	infrastructure	to	accommodate	expanded	operations.	Even	if	we	are	successful	in	continuing
our	growth,	such	growth	may	not	offer	the	Merger	same	levels	of	potential	profitability,	and	we	may	not	be	successful	fulfilled
and,	accordingly,	the	Merger	may	not	be	completed.	If	the	Merger	is	not	consummated,	the	ongoing	business,	financial
condition	and	results	of	operation	of	the	Corporation	may	be	materially	adversely	affected	and	the	market	price	of	the
Corporation’	s	common	stock	may	decline	significantly,	particularly	to	the	extent	that	the	current	market	price	reflects
a	market	assumption	that	the	Merger	will	be	consummated.	In	addition,	if	the	Merger	Agreement	is	terminated	and
Corporation’	s	board	of	directors	seeks	another	merger	or	business	combination,	the	Corporation’	s	stockholders	cannot
be	certain	that	the	Corporation	will	be	able	to	find	a	party	willing	to	engage	in	controlling	a	transaction	on	more
attractive	terms	than	the	Proposed	Transaction	with	Orrstown.	The	Merger	Agreement	contains	provisions	that	may
discourage	other	companies	from	pursuing,	announcing	or	submitting	a	business	combination	proposal	to	the
Corporation	that	might	result	in	greater	value	to	the	Corporation’	s	stockholders.	The	Merger	Agreement	contains
provisions	that	may	discourage	a	third	party	from	pursuing,	announcing	or	submitting	a	business	combination	proposal
to	the	Corporation	that	might	result	in	greater	value	to	the	Corporation’	s	stockholders	than	the	Proposed	Transaction
with	Orrstown.	These	provisions	include	a	general	prohibition	on	the	Corporation	from	soliciting,	or,	subject	to	certain
exceptions,	entering	into	discussions	with	any	third	party	regarding	any	acquisition	proposal	or	offers	for	competing
transactions.	Furthermore,	if	the	Merger	Agreement,	is	terminated,	under	certain	circumstances,	the	Corporation	may
be	required	to	pay	to	Orrstown	a	termination	fee	equal	to	$	8.	3	million.	The	Corporation	also	has	an	obligation	to
submit	its	merger-	related	proposals	to	a	vote	by	its	stockholders,	unless	the	Merger	Agreement	is	terminated	by	the
Corporation	under	certain	conditions	described	in	the	Merger	Agreement.	Stockholder	litigation	could	prevent	or	delay
the	closing	of	the	proposed	Merger	with	Orrstown	or	otherwise	negatively	affect	the	Corporation’	s	business	and
operations.	The	Corporation	may	incur	additional	costs	and	maintaining	asset	quality	in	connection	with	the	defense	face	of
that	growth.	Accordingly,	our	-	or	inability	to	maintain	growth	or	to	effectively	manage	growth	settlement	of	any	stockholder
lawsuits	filed	in	connection	with	its	proposed	merger	with	Orrstown.	Such	litigation	could	have	an	adverse	effect	on	our
business,	the	Corporation’	s	financial	condition	and	results	of	operations	.	We	may	grow	through	and	could	prevent	or	delay



the	consummation	of	the	mergers	-	Merger	or	acquisitions	.	Moreover	,	any	litigation	could	including	branch	acquisitions,	a
strategy	that	may	not	be	time	consuming	successful	or,	if	successful,	may	produce	risks	in	successfully	integrating	and
expensive	managing	the	merged	companies	or	acquisitions	and	may	dilute	our	stockholders.	As	part	of	our	growth	strategy	,	we
may	pursue	mergers	and	acquisitions	of	banks	and	non-	bank	financial	services	companies	within	or	outside	our	principal	market
areas	that	we	believe	will	support	our	business	and	make	financial	and	strategic	sense.	We	may	have	difficulty	identifying
suitable	acquisition	candidates	or	executing	on	acquisitions	that	we	pursue,	and	we	may	not	realize	the	anticipated	benefits	of
any	transactions	we	complete.	Additionally,	for	any	acquisition	we	consider,	we	expect	to	face	significant	competition	from
numerous	other	financial	services	institutions,	many	of	which	will	have	greater	financial	resources	than	we	do.	Accordingly,
attractive	acquisition	opportunities	may	not	be	available	to	us,	and	there	can	be	no	assurance	that	we	will	be	successful	in
identifying	or	completing	any	future	acquisitions.	Mergers	and	acquisitions	involve	numerous	risks,	any	of	which	could	divert
attention	of	harm	our	business,	including:	�	the	possibility	that	expected	benefits	may	not	materialize	in	the	time	frame
expected	or	at	all,	or	may	be	more	costly	to	achieve,	or	that	the	acquired	business	will	not	perform	to	our	expectations;	�	time,
expense	and	difficulties	in	integrating	the	operations	-	Corporation	,	management,	products	and	services,	technologies,	existing
contracts,	accounting	processes	and	personnel	of	the	target	and	realizing	the	anticipated	synergies	of	the	combined	businesses;
�	incurring	the	time	and	expense	associated	with	identifying	and	evaluating	potential	acquisitions	and	merger	partners	and
negotiating	potential	transactions,	resulting	in	management	’	s	attention	being	diverted	from	the	operation	of	our	existing
business;	�	difficulties	in	supporting	and	transitioning	customers	of	the	target	and	disruption	of	our	ongoing	banking	business;
�	the	price	we	pay	or	other	resources	that	we	devote	may	exceed	the	value	we	realize,	or	the	value	we	could	have	realized	if
we	had	allocated	the	purchase	consideration	or	other	resources	to	another	opportunity;	�	entering	new	markets	or	areas	in
which	we	have	limited	or	no	experience;	�	the	possibility	that	our	culture	is	disrupted	as	a	result	of	an	and	Orrstown
acquisition;	�	potential	loss	of	key	personnel	and	customers	from	either	our	business	or	the	target	’	s	respective	management
teams	away	from	their	companies’	regular	business	.	Any	lawsuit	;	�	assumption	of	unanticipated	problems,	claims	or	other
liabilities	of	the	acquired	business;	�	an	inability	to	realize	expected	synergies	or	returns	on	investment;	�	the	possibility	of
regulatory	approval	for	the	acquisition	being	delayed,	impeded,	restrictively	conditioned	or	denied	due	to	existing	or	new
regulatory	issues	surrounding	us,	the	target	institution	or	the	proposed	combined	entity	and	the	possibility	that	any	such	issues
associated	with	the	target	institution,	of	which	we	may	or	may	not	be	aware	at	the	time	of	the	acquisition,	could	adversely
resolved	impact	the	combined	entity	after	completion	of	the	acquisition;	�	the	possibility	that	the	acquisition	may	not	be
timely	completed,	if	at	all;	�	the	need	to	raise	capital;	and	�	inability	to	generate	sufficient	revenue	to	offset	acquisition	costs.
Our	acquisition	activities,	should	they	materialize,	could	require	us	to	use	a	substantial	amount	of	cash,	other	liquid	assets,	and	/
or	incur	debt.	Also,	if	we	finance	acquisitions	by	issuing	equity	securities,	our	existing	stockholders’	ownership	may	be	diluted,
which	could	negatively	affect	the	market	price	of	our	common	stock.	Additionally,	if	the	goodwill	recorded	in	connection	with
our	potential	future	acquisitions	were	determined	to	be	impaired,	then	we	would	be	required	to	recognize	a	charge	against	the
Corporation,	Orrstown	our	-	or	members	earnings,	which	could	materially	and	adversely	affect	our	results	of	operations
during	the	their	respective	boards	period	in	which	the	impairment	was	recognized.	Acquisitions	may	also	involve	the	payment
of	directors	a	premium	over	book	and	market	values	and	,	therefore,	some	dilution	of	our	tangible	book	value	and	net	income
per	common	share	may	occur	in	connection	with	any	future	transaction.	As	a	result,	we	may	not	achieve	the	anticipated	benefits
of	any	such	merger	or	acquisition,	and	we	may	incur	costs	in	excess	of	what	we	anticipate.	Our	failure	to	successfully	evaluate
and	execute	mergers,	acquisitions	or	investments	or	otherwise	adequately	address	and	manage	the	risks	associated	with	such
transactions	could	have	a	material	adverse	effect	on	our	each	party’	s	business,	results	of	operations	and	financial	condition	and
results	of	operations.	Because	the	market	price	of	Orrstown’	s	common	stock	may	fluctuate,	the	Corporation’	s
stockholders	cannot	be	certain	of	the	precise	value	of	the	merger	consideration	they	may	receive	in	our	proposed	Merger
with	Orrstown.	At	the	time	the	Proposed	Transaction	is	completed,	each	issued	and	outstanding	share	of	the	Codorus
Valley’	s	common	stock	will	be	converted	into	the	right	to	receive	a	combination	of	0.	875	shares	of	Orrstown’	s	common
stock.	There	will	be	a	time	lapse	between	each	of	the	date	of	the	proxy	statement	/	prospectus	for	the	special
stockholders’	meetings	to	approve	the	Merger	and	the	issuance	of	the	merger	consideration,	the	date	on	which	the
Corporation’	s	and	Orrstown	stockholders	vote	to	approve	the	Merger	(with	regard	to	the	Corporation)	and	the	issuance
of	the	merger	consideration	(with	regard	to	Orrstown),	and	the	date	on	which	the	Corporation’	s	stockholders	entitled	to
receive	shares	of	Orrstown’	s	common	stock	actually	receive	such	shares.	The	market	value	of	Orrstown’	s	common
stock	may	fluctuate	during	these	periods	as	a	result	of	a	variety	of	factors	,	including	short	general	market	and	economic
conditions,	changes	in	Orrstown’	s	and	Codorus	Valley’	s	businesses,	operations	and	prospects,	the	volatility	in	the	prices
of	securities	in	global	financial	markets	and	regulatory	considerations.	Many	of	these	factors	are	outside	of	both	the
Corporation’	s	and	Orrstown’	s	control.	The	actual	value	of	the	shares	of	Orrstown’	s	common	stock	received	by	our
stockholders	will	depend	on	the	market	value	of	shares	of	Orrstown’	s	common	stock	at	the	time	the	Merger	is
completed.	Codorus	Valley	will	be	subject	to	business	uncertainties	and	contractual	restrictions	while	the	Merger	is
pending.	Uncertainty	about	the	effect	of	the	Merger	on	employees,	customers,	suppliers	and	vendors	may	have	an
adverse	effect	on	the	business,	financial	condition	and	results	of	operations	of	the	Corporation.	These	uncertainties	may
impair	the	Corporation’	s	ability	to	attract,	retain	and	motivate	key	personnel	and	customers	pending	the	consummation
of	the	Merger,	as	such	personnel	and	customers	may	experience	uncertainty	about	their	future	roles	following	the
consummation	of	the	Merger.	Additionally,	these	uncertainties	and	contemplated	changes	could	cause	customers,
suppliers,	vendors	and	others	who	deal	with	the	Corporation	to	seek	to	change	existing	business	relationships	with	the
Corporation	or	fail	to	extend	an	existing	relationship	with	the	Corporation.	In	addition,	competitors	may	target	the
Corporation’	s	existing	customers	by	highlighting	potential	uncertainties	and	integration	difficulties	that	may	result
from	the	merger.	Codorus	Valley	has	a	limited	number	of	key	personnel.	The	pursuit	of	the	Merger	and	the	preparation



for	the	integration	may	place	a	burden	on	the	Corporation’	s	management	and	internal	resources.	Any	significant
diversion	of	management	attention	away	from	ongoing	business	concerns	and	any	difficulties	encountered	in	the
transition	and	integration	process	could	have	a	material	adverse	effect	on	the	Corporation’	s	business,	financial
condition	and	results	of	operations.	In	addition,	the	Merger	Agreement	restricts	the	Corporation	from	taking	certain
actions	without	Orrstown’	s	consent	while	the	Merger	is	pending.	These	restrictions	may,	among	other	matters,	and
subject	to	certain	exceptions,	prevent	Codorus	Valley	from	pursuing	otherwise	attractive	business	opportunities,	selling
assets,	incurring	indebtedness,	engaging	in	significant	capital	expenditures,	entering	into	other	transactions	or	making
other	changes	to	the	Corporation’	s	business	prior	to	consummation	of	the	Merger	or	termination	of	the	Merger
Agreement.	These	restrictions	could	have	a	material	adverse	effect	on	the	Corporation’	s	business,	financial	condition
and	results	of	operations.	Failure	of	the	Merger	to	be	completed,	the	termination	of	the	Merger	Agreement	or	a
significant	delay	in	the	consummation	of	the	Merger	could	negatively	impact	the	Corporation.	If	the	Merger	is	not
consummated,	the	Corporation’	s	ongoing	business,	financial	condition	and	results	of	operations	may	be	materially
adversely	affected	and	the	market	price	of	the	Corporation’	s	common	stock	may	decline	significantly,	particularly	to
the	extent	that	the	current	market	price	reflects	a	market	assumption	that	the	Merger	will	be	consummated.	If	the
consummation	of	the	Merger	is	delayed,	including	by	the	receipt	of	a	competing	acquisition	proposal,	the	business,
financial	condition	and	results	of	operations	of	the	Corporation	may	be	materially	adversely	affected.	Additionally,	the
business	of	the	Corporation	may	be	adversely	impacted	by	the	failure	to	pursue	other	beneficial	opportunities	due	to	the
focus	of	management	on	the	Merger,	without	realizing	any	of	the	anticipated	benefits	of	completing	the	Merger,	and	the
market	price	of	the	Corporation’	s	common	stock	might	change	to	the	extent	that	the	current	market	price	reflects	a
market	assumption	that	the	Merger	will	be	completed.	If	the	Merger	Agreement	is	terminated	and	the	Corporation	seeks
another	merger	or	business	combination,	such	Corporation’	s	stockholders	cannot	be	certain	that	the	Corporation	will
be	able	to	find	a	party	willing	to	engage	in	a	transaction	on	more	attractive	terms	than	the	Merger.	The	Corporation	will
incur	transaction	and	integration	costs	in	connection	with	the	Merger	and,	if	the	Merger	is	not	completed,	the
Corporation	will	have	incurred	substantial	expenses	without	realizing	the	expected	benefits	of	the	Merger.	Codorus
Valley	has	incurred	and	will	incur	substantial	expenses	in	connection	with	the	negotiation	and	completion	of	the
transactions	contemplated	by	the	Merger	Agreement.	If	the	Merger	is	not	completed,	the	Corporation	would	have	to
recognize	these	expenses,	including,	in	the	case	of	the	Corporation	under	certain	circumstances,	a	termination	fee,
without	realizing	the	expected	benefits	of	the	transaction.	Any	of	the	foregoing,	or	other	risks	arising	in	connection	with
the	failure	of	or	delay	in	consummating	the	Merger,	including	the	diversion	of	management	attention	from	pursuing
other	opportunities	and	the	constraints	in	the	Merger	Agreement	on	the	Corporation’	s	ongoing	business	during	the
pendency	of	the	Merger,	could	have	a	material	adverse	effect	on	the	Corporation’	s	business,	financial	condition	and
results	of	operations.	The	combined	company	may	be	unable	to	retain	the	Corporation’	s	and	/	or	Orrstown’	s	personnel
successfully	after	the	Merger	is	completed.	The	success	of	the	Merger	will	depend	in	part	on	the	combined	company’	s
ability	to	retain	the	talents	and	dedication	of	key	employees	currently	employed	by	the	Corporation	and	Orrstown.	It	is
possible	that	these	employees	may	decide	not	to	remain	with	or	the	Corporation	or	Orrstown,	as	applicable,	while	the
Merger	is	pending	or	with	the	combined	company	after	the	Merger	is	consummated.	If	the	Corporation	or	Orrstown	are
unable	to	retain	key	employees,	including	management,	who	are	critical	to	the	successful	integration	and	future
operations	of	the	companies,	they	could	face	disruptions	in	their	operations,	loss	of	existing	customers,	loss	of	key
information,	expertise	or	know	-	term	how	and	long	unanticipated	additional	recruitment	costs.	In	addition,	following	the
Merger,	if	key	employees	terminate	their	employment,	the	combined	company’	s	business	activities	may	be	adversely
affected,	and	management’	s	attention	may	be	diverted	from	successfully	hiring	suitable	replacements,	all	of	which	may
cause	the	combined	company’	s	business	to	suffer.	The	Corporation	and	Orrstown	also	may	not	be	able	to	locate	or
retain	suitable	replacements	for	any	key	employees	who	leave	either	company.	The	future	results	of	the	combined
company	following	the	Merger	may	suffer	if	the	combined	company	does	not	effectively	manage	its	expanded	operations.
Following	the	Merger,	the	size	of	the	business	of	the	combined	company	will	increase	beyond	the	current	size	of	either
the	Corporation’	s	or	Orrstown’	s	business.	The	combined	company’	s	future	success	will	depend,	in	part,	upon	its
ability	to	manage	this	expanded	business,	which	may	pose	challenges	for	management,	including	challenges	related	to	the
management	and	monitoring	of	new	operations	and	associated	increased	costs	and	complexity.	The	combined	company
may	also	face	increased	scrutiny	from	governmental	authorities	as	a	result	of	the	increased	size	of	its	business.	There	can
be	no	assurances	that	the	combined	company	will	be	successful	or	that	it	will	realize	the	expected	operating	efficiencies,
revenue	enhancement	or	other	benefits	currently	anticipated	from	the	Merger.	Combining	the	Corporation	with
Orrstown	may	be	more	difficult,	costly	or	time	-	consuming	than	expected,	and	the	Corporation	and	Orrstown	may	fail
to	realize	the	anticipated	benefits	of	the	Merger.	The	Merger	will	combine	two	financial	institutions	of	relatively	similar
asset	size.	The	success	of	the	Merger	will	depend,	in	part,	on	the	ability	to	realize	the	anticipated	cost	savings	from
combining	the	businesses	of	the	Corporation	and	Orrstown.	To	realize	the	anticipated	benefits	and	cost	savings	from	the
Merger,	the	Corporation	and	Orrstown	must	successfully	integrate	and	combine	their	businesses	in	a	manner	that
permits	those	cost	savings	to	be	realized,	without	adversely	affecting	current	revenues	and	future	growth.	If	the
Corporation	and	Orrstown	are	not	able	to	successfully	achieve	these	objectives,	the	anticipated	benefits	of	the	Merger
may	not	be	realized	fully	or	at	all	or	may	take	longer	to	realize	than	expected.	In	addition,	the	actual	cost	savings	of	the
Merger	could	be	less	than	anticipated,	and	integration	may	result	in	additional	and	unforeseen	expenses.	An	inability	to
realize	the	full	extent	of	the	anticipated	benefits	of	the	Merger	and	the	other	transactions	contemplated	by	the	Merger
Agreement,	as	well	as	any	delays	encountered	in	the	integration	process,	could	have	an	adverse	effect	upon	the	revenues,
levels	of	expenses	and	operating	results	of	the	combined	company	following	the	completion	of	the	merger,	which	may



adversely	affect	the	value	of	the	common	stock	of	the	combined	company	following	the	completion	of	the	Merger.	The
Corporation	and	Orrstown	have	operated	and,	until	the	completion	of	the	Merger,	must	continue	to	operate,
independently.	It	is	possible	that	the	integration	process	could	result	in	the	loss	of	key	employees,	the	disruption	of	each
company’	s	ongoing	businesses	or	inconsistencies	in	standards,	controls,	procedures	and	policies	that	adversely	affect	the
companies’	ability	to	maintain	relationships	with	clients,	customers,	depositors	and	employees	or	to	achieve	the
anticipated	benefits	and	cost	savings	of	the	Merger.	Integration	efforts	between	the	two	companies	may	also	divert
management	attention	and	resources.	These	integration	matters	could	have	an	adverse	effect	on	each	of	Orrstown	and
the	Corporation	during	this	transition	period	and	on	the	combined	company	for	an	undetermined	period	after
completion	of	the	merger.	Furthermore,	the	board	of	directors	and	executive	leadership	of	the	combined	company	will
consist	of	former	directors	and	executive	officers	from	each	of	the	Corporation	and	Orrstown.	Combining	the	boards	of
directors	and	management	teams	of	each	company	into	a	single	board	and	a	single	management	term	team	liquidity	could
require	the	reconciliation	of	differing	priorities	and	philosophies	.	Risks	Related	to	Our	Common	Stock	The	market	price	of
our	common	stock	may	fluctuate	significantly,	and	this	may	make	it	difficult	for	you	to	resell	shares	of	common	stock	owned
by	you	at	times	or	at	prices	you	find	attractive.	The	market	price	of	our	common	stock	on	the	NASDAQ	Global	Market
constantly	changes.	We	expect	that	the	market	price	of	our	common	stock	will	continue	to	fluctuate	and	may	fluctuate	to	a
greater	degree	due	to	our	pending	merger	with	Orrstown.	there	There	can	be	no	assurance	about	the	market	prices	for	our
common	stock.	Stock	price	volatility	may	make	it	difficult	for	you	to	resell	your	common	stock	when	you	want	and	at	prices
you	find	attractive.	Our	stock	price	may	fluctuate	significantly	as	a	result	of	a	variety	of	factors,	many	of	which	are	beyond	our
control.	These	factors	include,	among	others:	�	the	pending	Merger	with	Orrstown;	�	actual	or	anticipated	variations	in
quarterly	results	of	operations	or	quality	of	our	assets;	�	opinions	of	securities	analysts	about	our	stock	as	an	investment;	�
institutional	and	other	investor	interest	in	purchasing,	holding	or	selling	our	stock;	�	operating	and	stock	price	performance	of
other	companies	that	investors	deem	comparable	to	us;	�	any	failure	to	pay	dividends	on	our	common	stock	or	a	reduction	in
cash	dividends;	�	continued	levels	of	loan	quality	and	volume	origination;	�	the	adequacy	of	loan	the	allowance	for	credit
loss	losses	reserves	;	�	the	willingness	of	clients	to	substitute	competitors’	products	and	services	for	our	products	and	services
and	vice	versa,	based	on	price,	quality,	relationship	or	otherwise;	�	interest	rate,	market	and	monetary	fluctuations;	�	declines
in	the	fair	value	of	our	available-	for-	sale	securities	that	are	deemed	to	be	other-	than-	temporarily	impaired;	�	the	timely
development	of	competitive	new	products	and	services	by	us	and	the	acceptance	of	such	products	and	services	by	clients;	�
changes	in	consumer	spending	and	saving	habits	relative	to	the	financial	services	we	provide;	�	our	relationships	with	major
clients;	�	our	ability	to	continue	to	grow	our	business	internally	and	through	acquisition	and	successful	integration	of	new	or
acquired	entities	while	controlling	costs;	�	news	reports	relating	to	trends,	concerns	and	other	issues	in	the	financial	services
industry,	including	the	failures	of	other	financial	institutions	in	the	current	economic	downturn;	�	perceptions	in	the
marketplace	regarding	us	and	/	or	our	competitors;	�	rapidly	changing	technology,	or	new	technology	used,	or	services	offered,
by	competitors;	�	deposit	flows;	�	changes	in	accounting	principles,	policies	and	guidelines;	�	significant	acquisitions	or
business	combinations,	strategic	partnerships,	joint	ventures	or	capital	commitments	by	or	involving	us	or	our	competitors;	�
failure	to	integrate	acquisitions	or	realize	anticipated	benefits	from	acquisitions;	�	changes	in	and	compliance	with	laws	and
government	regulations	of	federal,	state	and	local	agencies;	�	effects	of	climate	change;	�	geopolitical	conditions	such	as	acts
or	threats	of	terrorism	or	military	conflicts;	�	natural	disasters	or	severe	weather	conditions;	�	health	emergencies,	the	spread
of	infectious	diseases	or	pandemics;	�	cybersecurity	attacks	or	breaches	or	breaches	of	physical	premises,	including	data
centers;	�	failure	to	retain	or	attract	key	personnel;	�	operating	results	that	vary	from	the	expectations	of	management,
analysts	and	investors;	�	future	sales	of	our	equity	or	equity-	related	securities;	�	the	credit,	mortgage	and	housing	markets,
the	markets	for	securities	relating	to	mortgages	or	housing,	and	developments	with	respect	to	financial	institutions	generally;
and	�	the	relatively	low	trading	volume	of	our	common	stock.	General	market	fluctuations,	industry	factors	and	general
economic	and	political	conditions	and	events,	such	as	economic	slowdowns	or	recessions,	interest	rate	changes	or	credit	loss
trends,	could	also	cause	our	stock	price	to	decrease	regardless	of	operating	results	as	evidenced	by	the	recent	volatility	and
disruption	of	capital	and	credit	markets.	The	trading	volume	of	our	common	stock	may	not	provide	adequate	liquidity	for
investors	and	is	less	than	that	of	other	financial	services	companies.	Our	common	stock	is	listed	under	the	symbol	“	CVLY	”	on
the	NASDAQ	Global	Market.	The	average	daily	trading	volume	for	shares	of	our	common	stock	is	less	than	that	of	larger
financial	institutions.	As	a	result,	sales	of	our	common	stock	may	place	significant	downward	pressure	on	the	market	price	of
our	common	stock.	Furthermore,	it	may	be	difficult	for	holders	to	resell	their	shares	at	prices	they	find	attractive,	or	at	all.	We	If
our	pending	Merger	with	Orrstown	does	not	proceed,	we	may	issue	additional	common	stock	or	other	equity	securities	in	the
future	which	could	dilute	the	ownership	interest	of	existing	stockholders.	In	If	our	pending	Merger	with	Orrstown	does	not
proceed,	in	order	to	maintain	our	capital	at	desired	or	regulatory-	required	levels	or	to	replace	existing	capital,	we	may	be
required	to,	or	otherwise	determine	it	advantageous	to	issue	additional	shares	of	common	stock,	or	securities	convertible	into,
exchangeable	for	or	representing	rights	to	acquire	shares	of	common	stock.	Generally,	we	are	not	restricted	from	issuing	such
additional	shares	(we	are	currently	restricted	from	engaging	in	additional	issuances	under	the	terms	of	the	Merger
Agreement	with	Orrstown)	.	We	may	sell	any	shares	that	we	issue	at	prices	below	the	current	market	price	of	our	common
stock,	and	the	sale	of	these	shares	may	significantly	dilute	stockholder	ownership.	We	could	also	issue	additional	shares	in
connection	with	acquisitions	of	other	financial	institutions	or	in	connection	with	our	equity	compensation	plans.	Additional
equity	offerings	may	dilute	the	holdings	of	our	existing	stockholders	or	reduce	the	market	price	of	our	common	stock,	or	both.
Offerings	of	debt	and	/	or	preferred	equity	securities	may	adversely	affect	the	market	price	of	our	common	stock.	We	If	our
proposed	Merger	with	Orrstown	is	not	consummated,	we	may	attempt	to	increase	our	capital	resources	or,	if	PeoplesBank’	s
capital	ratios	fall	below	the	required	regulatory	minimums,	we	could	be	forced	to	raise	additional	capital	by	making	additional
offerings	of	debt	or	preferred	equity	securities,	including	medium-	term	notes,	trust	preferred	securities,	senior	or	subordinated



notes	and	preferred	stock.	Upon	liquidation,	holders	of	our	debt	securities	and	shares	of	preferred	stock	and	lenders	with	respect
to	other	borrowings	are	likely	to	receive	distributions	of	our	available	assets	prior	to	the	holders	of	our	common	stock.
Additional	equity	offerings	may	dilute	the	holdings	of	our	existing	stockholders	or	reduce	the	market	price	of	our	common
stock,	or	both.	Holders	of	our	common	stock	are	not	entitled	to	preemptive	rights	or	other	protections	against	dilution.	Under
the	terms	of	the	Merger	Agreement	with	Orrstown,	we	are	not	permitted	to	issue	additional	debt	or	preferred	equity
securities	during	the	pendency	of	the	Merger.	Our	board	of	directors	is	authorized	to	issue	one	or	more	classes	or	series	of
preferred	stock	from	time	to	time	without	any	action	on	the	part	of	the	stockholders.	Our	board	of	directors	also	has	the	power,
without	stockholder	approval,	to	set	the	terms	of	any	such	classes	or	series	of	preferred	stock	that	may	be	issued,	including
voting	rights,	dividend	rights,	and	preferences	over	our	common	stock	with	respect	to	dividends	or	upon	our	dissolution,	winding
up	and	liquidation	and	other	terms.	If	we	issue	preferred	stock	in	the	future	,	in	the	event	our	proposed	merger	with
Orrstown	does	not	proceed,	that	has	a	preference	over	our	common	stock	with	respect	to	the	payment	of	dividends	or	upon	our
liquidation,	dissolution	or	winding	up,	or	if	we	issue	preferred	stock	with	voting	rights	that	dilute	the	voting	power	of	our
common	stock,	the	rights	of	holders	of	our	common	stock	or	the	market	price	of	our	common	stock	could	be	adversely	affected.
Our	common	stock	is	subordinate	to	our	existing	and	future	indebtedness	and	preferred	stock,	if	issued,	and	effectively
subordinated	to	all	the	indebtedness	and	other	non-	common	equity	claims	against	our	subsidiaries.	Shares	of	our	common	stock
are	equity	interests	in	the	Corporation	and	do	not	constitute	indebtedness.	As	such,	shares	of	our	common	stock	rank	junior	to	all
of	our	indebtedness	and	to	other	non-	equity	claims	against	us	and	our	assets	available	to	satisfy	claims	against	us,	including	in
our	liquidation.	Additionally,	holders	of	our	common	stock	could	be	subject	to	the	prior	dividend	and	liquidation	rights	of
holders	of	our	preferred	stock.	Furthermore,	our	right	to	participate	in	a	distribution	of	assets	upon	any	of	our	subsidiaries’
liquidation	or	reorganization	is	subject	to	the	prior	claims	of	that	subsidiary’	s	creditors.	We	If	the	proposed	Merger	with
Orrstown	is	not	consummated,	we	may	attempt	to	increase	our	capital	resources	or,	if	PeoplesBank’	s	capital	ratios	fall	below
the	required	regulatory	minimums,	we	could	be	forced	to	raise	additional	capital	by	making	additional	offerings	of	debt	or
preferred	equity	securities,	including	medium-	term	notes,	trust-	preferred	securities,	senior	or	subordinated	notes	and	/	or
preferred	stock.	Upon	liquidation,	holders	of	our	debt	securities	and	shares	of	preferred	stock	and	lenders	with	respect	to	other
borrowings	are	likely	to	receive	distributions	of	our	available	assets	prior	to	the	holders	of	our	common	stock.	We	are	currently
authorized	to	issue	up	to	30,	000,	000	shares	of	common	stock	of	which	9,	581	642	,	230	851	shares	were	outstanding	as	of
December	31,	2022	2023	,	and	up	to	1,	000,	000	shares	of	preferred	stock,	none	of	which	were	outstanding	as	of	December	31,
2022	2023	.	Our	board	of	directors	has	authority,	without	action	or	vote	of	the	stockholders	of	common	stock,	to	issue	all	or	part
of	the	authorized	but	unissued	shares.	Authorized	but	unissued	shares	of	our	common	stock	or	preferred	stock	could	be	issued
on	terms	or	in	circumstances	that	could	dilute	the	interests	of	other	stockholders	.	Furthermore,	under	the	terms	of	the
Merger	Agreement,	we	have	agreed	to	not	issue	additional	equity	securities	or	debt	securities	.	Regulatory	and	contractual
restrictions	may	limit	or	prevent	us	from	paying	dividends	or	repurchasing	shares	of	our	common	stock,	or	we	may	choose	not
to	pay	dividends	on	or	repurchase,	our	common	stock.	The	Corporation	is	an	entity	separate	and	distinct	from	its	principal
subsidiary,	PeoplesBank,	and	we	derive	substantially	all	of	our	revenue	in	the	form	of	dividends	from	that	subsidiary.
Accordingly,	we	are	and	will	be	dependent	upon	dividends	from	PeoplesBank	to	pay	the	principal	of	and	interest	on	our
indebtedness,	to	satisfy	our	other	cash	needs	and	to	pay	dividends	on	our	common	and	preferred	stock,	if	any.	PeoplesBank’	s
ability	to	pay	dividends	is	subject	to	its	ability	to	earn	net	income	and	to	meet	certain	regulatory	requirements.	In	the	event
PeoplesBank	is	unable	to	pay	dividends	to	us,	we	may	not	be	able	to	pay	dividends	on	our	common	or	preferred	stock,	if	any.
Also,	our	right	to	participate	in	a	distribution	of	assets	upon	a	subsidiary’	s	liquidation	or	reorganization	is	subject	to	the	prior
claims	of	the	subsidiary’	s	creditors,	including	those	of	its	depositors.	As	described	below	in	the	next	risk	factor,	the	terms	of
our	outstanding	junior	subordinated	debt	securities	prohibit	us	from	paying	dividends	on	or	repurchasing	our	common	stock	at
any	time	when	we	have	elected	to	defer	the	payment	of	interest	on	such	debt	securities	or	certain	events	of	default	under	the
terms	of	those	debt	securities	have	occurred	and	are	continuing.	These	restrictions	could	have	a	negative	effect	on	the	value	of
our	common	stock.	Moreover,	holders	of	our	common	stock	are	entitled	to	receive	dividends	only	when,	as	and	if	declared	by
our	board	of	directors.	Although	we	have	historically	paid	cash	dividends	on	our	common	stock,	we	are	not	required	to	do	so
and	our	board	of	directors	could	reduce,	suspend	or	eliminate	our	common	stock	cash	dividend	in	the	future.	No	determination
has	been	made	by	our	board	of	directors	regarding	whether	or	what	amount	of	dividends	will	be	paid	in	future	quarters	.	Under
the	terms	of	the	Merger	Agreement	with	Orrstown,	we	are	permitted	to	continue	to	pay	quarterly	dividends	at	the
current	level	of	$	0.	17	per	share	.	Additionally,	there	can	be	no	assurance	that	regulatory	approval	will	be	granted	by	the
Federal	Reserve	Board	to	pay	dividends.	Future	payment	of	cash	dividends,	if	any,	will	be	at	the	discretion	of	our	board	of
directors	and	will	be	dependent	upon	our	financial	condition,	results	of	operations,	capital	requirements	and	such	other	factors	as
the	board	may	deem	relevant	and	will	be	subject	to	applicable	federal	and	state	laws	that	impose	restrictions	on	our	and
PeoplesBank’	s	ability	to	pay	dividends,	as	well	as	guidance	issued	from	time	to	time	by	regulatory	authorities.	Under	guidance
issued	by	the	Federal	Reserve	Board,	as	a	bank	holding	company	we	are	expected	to	consult	the	Federal	Reserve	before
declaring	dividends	in	certain	situations,	and	may	require	its	prior	approval,	and	we	are	to	strongly	consider	eliminating,
deferring,	or	reducing	dividends	we	pay	to	our	stockholders	if	(1)	our	net	income	available	to	stockholders	for	the	past	four
quarters,	net	of	dividends	previously	paid	during	that	period,	is	not	sufficient	to	fully	fund	the	dividends,	(2)	our	prospective	rate
of	earnings	retention	is	not	consistent	with	our	capital	needs	and	overall	current	and	prospective	financial	condition,	or	(3)	we
will	not	meet,	or	are	in	danger	of	not	meeting,	our	minimum	regulatory	capital	adequacy	ratios.	If	we	defer	payments	of	interest
on	our	outstanding	subordinated	notes	or	junior	subordinated	debt	securities	or	if	certain	defaults	relating	to	those	debt	securities
occur,	we	will	be	prohibited	from	declaring	or	paying	dividends	or	distributions	on,	and	from	making	liquidation	payments	with
respect	to,	our	common	stock.	As	of	December	31,	2022	2023	,	we	had	$	31,	000,	000	outstanding	aggregate	principal	amount
of	subordinated	debt	evidenced	by	subordinated	notes	and	note	purchase	agreements	and	$	10,	310,	000	outstanding	aggregate



principal	amount	of	junior	subordinated	debt	securities	issued	in	connection	with	the	sale	of	trust	preferred	securities	by	certain
of	our	subsidiaries	that	are	statutory	business	trusts.	We	have	also	guaranteed	those	trust	preferred	securities.	There	are	currently
two	separate	series	of	these	junior	subordinated	debt	securities	outstanding,	each	series	having	been	issued	under	a	separate
indenture	and	with	a	separate	guarantee.	The	note	purchase	agreements	and	each	of	these	indentures,	together	with	the	related
guarantee,	prohibits	us,	subject	to	limited	exceptions,	from	declaring	or	paying	any	dividends	or	distributions	on,	or	redeeming,
repurchasing,	acquiring	or	making	any	liquidation	payments	with	respect	to,	any	of	our	capital	stock	at	any	time	when	(i)	there
shall	have	occurred	and	be	continuing	an	event	of	default	under	the	note	purchase	agreement	or	indenture	or	any	event,	act	or
condition	that	with	notice	or	lapse	of	time	or	both	would	constitute	an	event	of	default	under	the	note	purchase	agreement	or
indenture;	or	(ii)	we	are	in	default	with	respect	to	payment	of	any	obligations	under	the	related	guarantee;	or	(iii)	we	have
deferred	payment	of	interest	on	the	junior	subordinated	debt	securities	outstanding	under	that	indenture.	In	that	regard,	we	are
entitled,	at	our	option	but	subject	to	certain	conditions,	to	defer	payments	of	interest	on	the	junior	subordinated	debt	securities	of
each	series	from	time	to	time	for	up	to	five	years.	Events	of	default	under	each	note	purchase	agreement	and	indenture	generally
consists	of	our	failure	to	pay	interest	on	the	subordinated	notes	or	junior	subordinated	debt	securities	outstanding	under	the
indenture	under	certain	circumstances,	our	failure	to	pay	any	principal	of	or	premium	on	such	subordinated	notes	or	junior
subordinated	debt	securities	when	due,	our	failure	to	comply	with	certain	covenants	under	the	note	purchase	agreements	or
indenture,	and	certain	events	of	bankruptcy,	insolvency	or	liquidation	relating	to	us	or	PeoplesBank.	As	a	result	of	these
provisions,	if	we	were	to	elect	to	defer	payments	of	interest	on	any	series	of	junior	subordinated	debt	securities,	or	if	any	of	the
other	events	described	in	clause	(i)	or	(ii)	of	the	first	paragraph	of	this	risk	factor	were	to	occur,	we	would	be	prohibited	from
declaring	or	paying	any	dividends	on	our	common	stock,	from	redeeming,	repurchasing	or	otherwise	acquiring	any	of	our
common	stock,	and	from	making	any	payments	to	holders	of	our	common	stock	in	the	event	of	our	liquidation,	which	would
likely	have	a	material	adverse	effect	on	the	market	value	of	our	common	stock.	Moreover,	without	notice	to	or	consent	from	the
holders	of	our	common	stock,	we	may	issue	additional	series	of	subordinated	notes	or	junior	subordinated	debt	securities	in	the
future	with	terms	similar	to	those	of	our	existing	subordinated	notes	or	junior	subordinated	debt	securities	or	enter	into	other
financing	agreements	that	limit	our	ability	to	purchase	or	to	pay	dividends	or	distributions	on	our	capital	stock,	including	our
common	stock.	Under	the	terms	of	the	Merger	Agreement	with	Orrstown,	Orrstown	will	assume	our	existing	outstanding
debt.	Our	common	stock	is	not	insured	by	any	governmental	entity.	Our	common	stock	is	not	insured	by	any	governmental
entity.	Our	common	stock	is	not	a	deposit	account	or	other	obligation	of	any	bank	and,	therefore,	is	not	insured	against	loss	by
the	FDIC,	any	other	deposit	insurance	fund,	any	other	governmental	entity	or	by	any	other	public	or	private	entity.	Investment	in
our	common	stock	is	inherently	risky	for	the	reasons	described	in	this	“	Risk	Factors	”	section	and	elsewhere	in	this	document
and	our	other	filings	with	the	SEC	,	and	is	subject	to	the	same	market	forces	that	affect	the	price	of	common	stock	in	any
company.	As	a	result,	if	you	acquire	our	common	stock,	you	may	lose	some	or	all	of	your	investment.	41	Anti-	takeover
provisions	and	restrictions	on	ownership	could	negatively	impact	our	stockholders.	Provisions	of	federal	and	Pennsylvania	law
and	our	amended	and	restated	articles	of	incorporation	and	bylaws	could	make	it	more	difficult	for	a	third	party	to	acquire
control	of	us	or	have	the	effect	of	discouraging	a	third	party	from	attempting	to	acquire	control	of	us.	These	provisions	could
make	it	more	difficult	for	a	third	party	to	acquire	us	even	if	an	acquisition	might	be	in	the	best	interest	of	our	stockholders.	In
addition,	the	Bank	Holding	Company	Act	of	1956,	as	amended,	or	the	BHCA,	requires	any	bank	holding	company	to	obtain	the
approval	of	the	Federal	Reserve	Board	prior	to	acquiring	more	than	five	percent	of	our	outstanding	common	stock.	Any	person
other	than	a	bank	holding	company	is	required	to	obtain	prior	approval	of	the	Federal	Reserve	Board	to	acquire	10	percent	or
more	of	our	outstanding	common	stock	under	the	Change	in	Bank	Control	Act.	Any	holder	of	25	percent	or	more	of	our
outstanding	common	stock	or	more	than	one-	third	of	our	equity,	other	than	an	individual,	is	subject	to	regulation	as	a	bank
holding	company	under	the	BHCA.	Our	articles	of	incorporation	and	bylaws	contain	certain	provisions	that	may	have	the	effect
of	deterring	or	discouraging	an	attempt	to	take	control	of	the	Company.	Among	other	things,	these	provisions:	�	empower	our
board	of	directors,	without	stockholder	approval,	to	issue	shares	of	our	common	or	preferred	stock	the	terms	of	which,	including
voting	power,	are	set	by	our	board;	�	divide	our	board	of	directors	into	three	classes	serving	staggered	three-	year	terms;	�
authorize	our	board	of	directors	to	oppose	a	tender	or	other	offer	for	the	Corporation’	s	securities	if	the	board	determines	that
such	an	offer	should	be	rejected;	�	require	the	affirmative	vote	of	holders	of	at	least	75	percent	of	the	outstanding	shares	of	our
common	stock	to	approve	the	merger,	consolidation,	liquidation	or	dissolution	of	the	Corporation,	or	any	sale	or	other
disposition	of	all	or	substantially	all	of	the	assets	of	the	Corporation,	excepting	transactions	described	above	that	are	approved
by	at	least	80	percent	of	the	members	of	the	board	of	directors,	where	such	transactions	shall	only	require	stockholder	approval
by	a	majority	of	the	votes	cast	at	the	meeting	of	stockholders	held	to	consider	and	act	upon	such	transaction;	�	eliminate
cumulative	voting	in	the	election	of	directors;	and	�	require	advance	notice	of	nominations	for	the	election	of	directors	and	the
presentation	of	stockholder	proposals	at	meetings	of	stockholders.	35


