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Risks Related to Macroeconomic Conditions (2] 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. (2] 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. (2] Financial ehaltenges-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 . (2] 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 (2] Our business is
subject to interest rate risk, and variations or velatility in interest rates may materially and adversely affect our financial
performance. (2J Inflation can have an adverse impact on our business and on our customers. Risks Related to our Lending
Activities (2] Our loan portfolio primarily consists of commercial- related loans, including commercial real estate and
constmction 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. (2] The geographic concentration of our loan portfolio and

lendlng activities makes us vulnerable to a downturn in our local market area. . If Gttr—t-faﬁsﬁteﬁ—te—t-hﬁeuﬁe&t—E*peeted-I:eS‘s
{EEC)method-ofreserving-fordossesinour allowance toano y i ASEe-6 v
for credit tosses—EHHf-ourallowaneefordean-losses is not sufﬁ01ent 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. (2] 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. (2] 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. (2] The We-are
required-to-transition from the use of the-LIBOR may adversely impact interest rate-rates index—in-the-fatare-paid on certain
financial instruments . Risks related to Liquidity (2] We are subject to liquidity risk, which could adversely affect our financial
condition and results of operations. Risks Related to Competitive Matters (2) Strong competition within our market areas may
limit our growth and profitability. (2] Our asset size may make it more difficult for us to compete. Risks Related to Laws and
Regulations (2] 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. (2] Non- compliance with
the USA PATRIOT Act, Bank Secrecy Act, or other laws and regulations could result in fines or sanctions. (2] 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. [2) Monetary policies and regulations of the Federal Reserve Board could adversely affect our business,
financial condition and results of operations. (2] 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. (2] 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 (2] We face significant operational risks because of our reliance on technology. Our information
technology systems may be subject to failure, interruption or security breaches. (2] We face significant operational risks
because the nature of the financial services business involves a high volume of transactions. (2] We rely on third- party
vendors, which could expose us to additional cybersecurity risks. (2) The soundness of other financial institutions could
adversely affect us. [2) We may be subject to risks and losses resulting from fraudulent activities that could adversely impact our
financial performance and results of operations. (2) 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. (2] 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 (2] 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. (2] Legal and regulatory proceedings and related matters could adversely affect us. (2] Societal responses to climate
change could adversely affect our business and performance, including indirectly through impacts on our customers. (2] 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. (2] 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. (2] 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. (2] 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. (2] 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. (2) The combined company may be
unable to retain the Corporation’ s and / or Orrstown’ s personnel successfully after the Merger is completed. (2] The
future results of the comblned company followmg the Merger may suffer if the comblned company does not eﬁegm ely

hns-teﬂeal-grwﬁh—aﬂd-e&mmgs—treﬂds— . We—Combmmg the Corporatlon w1th Orrstown may grew—t-hfetrgh—mefgefs-ef

steekhe-}defs—tlme- consuming than expected and the Corporatlon and Orrstown may fall to reahze the antlclpated
benefits of the Merger . Risks Related to Our Common Stock (2] 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. (2) The trading volume of our common stock may not provide adequate liquidity for investors and is less than
that of other financial services companies. (7] 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. (2] Offerings of debt and / or preferred equity securities may adversely affect the market price of our common
stock. (2J 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. (2] 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. (2] 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 stod( (@) Our common stod( is not msuled by any gov emmentdl entlty . Anti- takeover provisions and restrictions

























Webs-rtes—ts—ﬁet—paft—hefee-f—ltem 1A: Rlsk chtors Befme mnv estum in our common stock, you should Calefully conﬂder the 11sks
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 ehaHenges-difficulties at other banking institutions could lead to depositor concerns that
spread within the banking industry causing disruptive deposit outflows and other destabilizing results. rarek-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 eertain-uncertainty speetalized-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 clevated
concentrations of uninsured deposits experieneed, targe—- are depositontflows;resultingtnr-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 requlrements and costs and negatlve reputatlonal ramnﬁcatlons for mstltutlons in betng—p-l-aeed—rnfe—F—B{G

Wl'fh-lﬂ—the bdn king mdusny, mcludmg, poss1bly, the Corporatlon and 1ts PeoplesBank subsndlary The Corporatlon w1ll
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 teadingregarding toe-FDIC
deposit eutflows-insurance coverage and other—- the destabilizingresults-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
31,2622-2023 , 82-83 % of our deposits are estimated to be FDIC- insured, and an additional -7 % of depestt-deposits were
fully collateralized. Fhe-average-aeecount-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 eonsumer-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 s1ess-, 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 $18-affect
our organization specifically or the financial services industry or economy in general. Any substantial , 666-unexpected ,
and / or prolonged change in the level or cost of liquidity could impair our ability to fund operations and meet our
obligations as the-they average-aceount-size-ofbecome due and could have a material adverse effect on our business
deposits-istess-than-$-89-, 666-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 duratienrte-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 wikaffeetenr-business irof the futare-Corporation, is-its wnknow:s
customers, employees and third- party service providers. The extent of such impact will depend on future developments,
Wthh are hléhly uncertain and-outside-oureontrot-. Addltlonally, :Phese-deve}epmeﬁts—me}uée—the responses duf&t-teﬁ—aﬁé

wel-l—as—fuﬁ-her—&eﬁeﬂs—takeﬂ—by—oove1nmental authorities and consumers to -l-rmtt—the on- gomg
also-possible-that-the-pandemic may have material long- term effects on Codorus Valley and our subsidiary PeoplesBank

and its aftermath-wiHead-customers which are difficult to quantify a-pretenged-economtestowdown-in seetors
disproportionately-affeeted-by-the pandemie-near- term or long- term reeession-irthe-U—S—eeonomy-or-the-world-eeonomy-in
general- Risks Related to Market Interest Rates and InflationOur business is subject to interest rate risk, and variations and / er
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-Qur 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 pOllCleS and in particular, the Federal Reserve Bocud s policy determlnatlom with respect to interest rates.

eeeﬁeﬁne—eeﬁdi—t—teﬁs—Whlle an increase in interest rates may increase our locm yleld it may adv ersely dl‘fect the dblhty 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 eurrent-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, 2622
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-eurrentorie-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, 2622-2023 , in the
event of an instantaneous 100 basis point increase in interest rates, we estimate that we would experience a 3-1 . 27-6 % inerease
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. Reeently-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 ** — Fluetaating-Our business is subject to interest rate risk, and variations and / or
volatility in interest rates ean-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 , commermal -—fe}ated-loans and commerclal real estate loans totaled $ 1. 3—7—14
billion, or 84-67 . 2-0 % of our total loan portfoho d 6 0 d of
and-land-aequisition-and-developmentloans-. Given their generally larger balances and the complex1ty of the underlylng
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, 20222023 , 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 {ean-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 lean
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 leam-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 engeing
€OVHD—19-pandemte-and-the-possible recessionary pressures, could require us to increase our allowance for fean-credit losses
in the future. At December 31, 2022-2023 , our allowance for ean-credit losses was 1. 27-20 % of total loans and +89-568 . 62
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 wilt-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. Fhis-witt-The adoption of the CECL
standard ehange-changed the enrrent-prior method of providing allowances for loan losses that are incurred or probable . The
change whieh-wouldHikelyrequireus-to the CECL standard inerease-increased eur-the types of data we need to collect and
review in order to determlne the approprlate level of the allowance for credit losses . In addition , bank regulators
periodically s g W aned-review ourte—éetemrne—t-he—&mafepﬂafe—leve}
efthe-allowance for credlt losses - : ; teV v and, as a result
of such reviews, we may be required to increase our pr0V1s10n for -}ea-n—credlt 10sses or recogmze further loan charge- offs. Any
increase in our allowance for tean-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 2H4-279 %, respectively, of total bank capital as of December 31, 2622-2023 .
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
mertgaged-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 intcrest rate-rates index—in-the-fature-paid on
certain financial instruments . EPhe—l:eﬂdeﬂ—I-ﬁterbaﬂ-leeffered—Rate-(LLlBOR Y-is-the-was used as a reference rate used-for

many-certain of the Corporation &’ s transaetions;inelading-vartable-and-adjustable- ratc commerecial loans, as well as some of
its related derivative eentraets-debt instruments. In 2017 , berrewings-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 finanetalinstruments-tenors of U . The-S.

dollar LIBOR index—will-be-diseontinued-for- U-—S—Delarsettings-effeetive-(one, three, six and 12 month LIBOR) after June
30,2023 —un-less—t-he—de&d—l-rne—were— There are ongomg efforts to be—extended—estabhsh an alternatlve reference rate . The

eert&rn—eeﬂa-rﬂuﬂrt-res—fe—g—the Alterndtlve Refelence Rates C ommlttee a steerlng commlttee comprlsed 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 regulatlons will help to transition legacy LIBOR contracts to a new benchmark rate , among
other—- the substitution of SOFR : stiage~-for LIBOR —tnked-may
have potentially s1gn1ﬁcant economlc 1mpacts on partles to affected contracts and—et-her—ﬁn&netal—msﬁ%uﬂeﬂts—tdeﬂ&ﬁeel

g—ﬂ%e—Seeured—Gvemtght—F—rn&nemg—Ra-te—#SOF R is dlfferent 1)—as—t-he

ottt t i d P 6 ittoming vfrom LlBOR.—I-ts—eﬂterpr'tse
in that 1t isa retrospectlve w&e—efess-lookmg secured rate rather than a forward looklng unsecured funeﬁeﬂa-l-pfejee’f

Addltlonally, whlle :Phe-pfejeeﬁe&ﬁl-seleefed-SOF R as—appears to
be the preferred replacement rate fm LIBOR it —T—he—teaﬁa—h werkmg—wrt-h—not poss1ble to predlct whether SOFR will

of dltemdtwe refeIence rates , dnd as to potentlal chans,es to-or t-he—other reforms related met-heds—aﬂd-preeesses—used—to
ealenlaterates-the trans1t10n from LIBOR may have—&n—adverse—adversely ef-feet—affect eﬁ—the value of trad-rng—market—fer

LIBOR- based relds—and-the-ame .
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proposals-may-res § anee-and-operational-eosts-. Risks related to Liquidity We are subject to liquidity risk,
which could adversely affect our ﬁnanmal 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 s, 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 tear-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 teeently—- 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 Fhe-ptublie-float-for this-purpese-isnot-determined-at
the end-ofthe-fiseal-ycar involved-ending December 31 , 2023 exceeded $ 100 million butas-ofthe-end-of the-eompany™—s

. As aresult , 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. Fhreats-to-informatiorrWe also rely on the integrity and sccurity
also-existin-theproeessingof eusfemeihm-fefma&en—t-hfeugh—a variety of third- party processors, payment, clearing and
settlement systems, as well as the various ether-vendors-and-participants involved in these systems, many of which have no
direct relationship with us. Failure by these participants or their persennel-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 experieneed-resulted in any material-seenrity-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 tean-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 result% may be materlally adversely affected. Risks Related to
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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 aspeets-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 out—- or the Bank Merger expanstonrstrategy,-which-may-eause-our— or of imposing additional costs future
growthrate-to-deeline-below-onr— or limitations on Orrstown reeenthistorieaHevels;-or preventusfronrgrowing Orrstown
Bank following the Merger or the Bank Merger. The regulatory approvals may not be received at all —More-speetfieatly-,
wwe-may not be able-to-generate-suffietentnewtoans-received in a timely fashion, and depesitsmay 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 aceeptablerisk-and-expense
toleranees-or-obtain-the personnelorfunding neeessary-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 addittenal--- addition growth—Various-faetors-, steh-as-eeonomie-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
Corporatlon and / or Orrstown. These mndmom to &nd—eempet-rt-teﬂ—vﬁﬂa—efhe%—— the consummatlon ﬁﬁaﬂaa-l—rnsmuﬁeﬁs—
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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 eontroHing-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 mcur addltlonal costs &ﬂd—ma-rn%&m-mg—aﬁet—qﬁaht-y—m connection with the defense face-of
that-growth—Aeeordinghy;-our—- or inab g h-or-to-effeetive wih-settlement of any stockholder
lawsuits filed in connection with its proposed merger w1th Orrstown. Such lltlgatlon could have an adverse effect on eur
business;-the Corporation’ s financial condition and results of operations —We-may-grow-through-and could prevent or delay
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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 shert-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 - terarhow ferrg-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 terfr-team hqutdity-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: (7] the pending Merger with Orrstown; (2] actual or anticipated variations in
quarterly results of operations or quality of our assets; (2] opinions of securities analysts about our stock as an investment;
institutional and other investor interest in purchasing, holding or selling our stock; (2] operating and stock price performance of
other companies that investors deem comparable to us; (2] any failure to pay dividends on our common stock or a reduction in
cash dividends; (2] continued levels of loan quality and volume origination; (2] the adequacy of Jean-the allowance for credit
tess-losses reserves-; (2] 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; (2] interest rate, market and monetary fluctuations; (2] declines
in the fair value of our available- for- sale securities that are deemed to be ether—than—tempeorarity-impaired; (2] 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; (2] our relationships with major
clients; (2) our ability to continue to grow our business internally and through acquisition and successful integration of new or
acquired entities while controlling costs; (2] 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; (2] perceptions in the
marketplace regarding us and / or our competitors; (2] rapidly changing technology, or new technology used, or services offered,
by competitors; (2) deposit flows; (2] changes in accounting principles, policies and guidelines; (2] significant acquisitions or
business combinations, strategic partnerships, joint ventures or capital commitments by-er-involving #s-er-our competitors;
failure to integrate acquisitions or realize anticipated benefits from acquisitions; (2] changes in and compliance with laws and
government regulations of federal, state and local agencies; (2] effects of climate change; (2] geopolitical conditions such as acts
or threats of terrorism or military conflicts; (2] natural disasters or severe weather conditions; (2] health emergencies, the spread
of infectious diseases or pandemics; (2] cybersecurity attacks or breaches or breaches of physical premises, including data
centers; (2] failure to retain or attract key personnel; (2] operating results that vary from the expectations of management,
analysts and investors; (2] future sales of our equity or equity- related securities; (2] the credit, mortgage and housing markets,
the markets for securities relating to mortgages or housing, and developments with respect to financial institutions generally;
and (2] 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. ##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 the%e shares may qlgnlﬁcantly dllute %tockholder owner%hlp We could also issue additional shares in
connection with 4 At with-our equity Compenqanon plans. Additional
equity offerings may dilute the holdings of our 6X1€tll’lg %tockholder% 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, 584642 , 236-851 shares were outstanding as of
December 31, 28222023 , and up to 1, 000, 000 shares of preferred stock, none of which were outstanding as of December 31,
2622-2023 . 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, 20222023 , 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




