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If any of the following risks actually occur, the Company’ s financial condition and results of operations could be materially and
adversely affected. If this were to happen, the value of the Company’ s common stock could decline significantly, and you could
lose all or part of your investment. Risks Related to the Company’ s Business The short- term and long- term effects of inflation
and rising costs may adversely affect the Company’ s financial performance. Inflation, both in the short- term and / or in the
long- term, may adversely affect the Company’ s business in that it may increase our overall costs even if it does not adversely
affect every aspect of our business evenly. The Company employs various strategies to manage its costs but there is no
assurance that these strategies will be successful in containing costs as higher rates of inflation may result in increased costs for
goods and services, including employee salaries and benefits, which may adversely affect the Company’ s results of operation
and financial performance. Inflation may also increase the cost of doing business for the Company’ s borrowers thereby
affecting the creditworthiness of current or prospective customers. The Company’ s business is subject to interest rate risk and
variations in interest rates may negatively affect its financial performance. Changes in the interest rate environment may reduce
profits. The Company’ s earnings and cash flows are largely dependent upon its net interest income. Net interest income is the
difference between the interest earned on loans, securities and other interest- earning assets, and interest paid on deposits,
borrowings and other interest- bearing liabilities. As prevailing interest rates change, net interest spreads are affected by the
difference between the maturities and re- pricing characteristics of interest- earning assets and interest- bearing liabilities. In
addition, loan volume and yields are affected by market interest rates on loans, and rising interest rates generally are associated
with a lower volume of loan originations. An increase in the general level of interest rates may also adversely affect the ability
of certain borrowers to pay the interest on and principal of their obligations. Accordingly, changes in levels of market interest
rates could materially adversely affect the Company’ s net interest spread, asset quality, loan origination volume and overall
profitability. The Company is subject to lending risk. There are inherent risks associated with the Company’ s lending activities.
These risks include, among other things, the impact of changes in interest rates and changes in the economic conditions in the
markets where the Company operates as well as those across the Commonwealth of Pennsylvania and the United States.
Increases in interest rates and / or weakening economic conditions could adversely impact the ability of borrowers to repay
outstanding loans or the value of the collateral securing these loans. The Company is also subject to various laws and
regulations that affect its lending activities. Failure to comply with applicable laws and regulations could subject the Company
to regulatory enforcement action that could result in the assessment of significant civil money penalties against the Company.
Commercial, commercial real estate and real estate construction loans are generally viewed as having more risk of default than
residential real estate loans or consumer loans. These types of loans are also typically larger than residential real estate loans and
consumer loans. Because these loans generally have larger balances than residential real estate loans and consumer loans, the
deterioration of one or a few of these loans could cause a significant increase in non- performing loans. An increase in non-
performing loans could result in a net loss of earnings from these loans, an increase in the provision for possible tean-credit
losses and an increase in loan charge- offs, all of which could have a material adverse effect on the Company’ s financial
condition and results of operations. The Company is subject to commercial real estate volatility that may result in increases
in non- performing loans that could have an adverse impact on our financial condition and results of operations. The
commercial real estate market nationally, regionally, and locally has recently been subject to increased levels of
volatility. Many believe that commercial real estate in the commercial office sector is undergoing a fundamental
transformation and change that started during the recent pandemic but also continues due to evolving workplace
environments. These changes in the marketplace affect the demand for commercial office space which in turn may affect
the credit status, profitability, and collectability, of existing and future commercial real estate office sector loans. As
explained above in greater detail in the risk factor for Lending Risk, volatility and increases in non- performing loans
could have an adverse impact on the Company’ s financial condition and results of operations. The Company s
allowance for credit pesstbletean-losses may be insufficient. The Company maintains an allowance for credit pessibletoan
losses, which is a reserve established through a provision for credit pessibledoan-losses charged to expense, that represents
management’ s best estimate of probable losses that have been incurred and are expected within the existing portfolio of loans.
The allowance, in the judgment of management, is necessary to reserve for estimated {ean-credit losses and risks inherent in the
loan portfolio. The level of the allowance reflects management’ s continuing evaluation of industry concentrations; specific
credit risks; loan loss experience; current loan portfolio quality; present economic, political and regulatory conditions ,
reasonable and supportable forecasts and unidentified losses inherent in the current loan portfolio. The determination of the
appropriate level of the allowance for credit possibledoan-losses inherently involves a high degree of subjectivity and requires
the Company to make significant estimates of current credit risks and future trends, all of which may undergo material changes.
Changes in economic conditions affecting borrowers, new information regarding existing loans, identification of additional
problem loans and other factors, both within and outside of the Company’ s control, may require an increase in the allowance
for credit pesstbletoan-losses. In addition, bank regulatory agencies periodically review the Company” s allowance for tean
credit losses and may require an increase in the provision for credit pessibledoan-losses or the recognition of further loan
charge- offs, based on judgments different than those of management. Further, if charge- offs in future periods exceed the
allowance for credit pessibtetoan-losses, the Company will need additional provisions to increase the allowance for credit
possibledean-losses. Any increases in the allowance for dean-credit losses will result in a decrease in net income and capital and



may have a mater1a1 adverse effect on the Company s ﬁnancral condrtron and results of operations. The Company adopted a
new al-Aeeounting eentlyissted-an-accounting standard update that wiresalt-results
in a significant change in how we recognize credit losses and may have a material impact on our financial condition or results of
operations. In June 2016, FASB-issted-an-the Company adopted a new accounting standard update (“ ASU ”) entitled
Financial Instruments- Credit Losses (Topic 326), Measurement of Credit Losses on Financial Instruments, ”” which replaees
replaced the eurrent incurred loss ” model for recognizing credit losses with an “ expected loss ” model referred to as the
Current Expected Credit Loss (“ CECL ") model. Under the CECL model, banks are s+#H-be-required to present certain financial
assets carried at amortized cost, such as loans held for investment and held- to- maturity debt securities, at the net amount
expected to be collected. The measurement of expected credit losses is te-be-based on information about past events, including
historical experience, current conditions, and reasonable and supportable forecasts that affect the collectability of the reported
amount. This measurement will take place at the time the financial asset is first added to the balance sheet and periodically
thereafter. This differs significantly from the * incurred loss ” model required under eurrent-previous generally accepted
accounting principles (“ GAAP ), which delays recognition until it is probable a loss has been incurred. The new CECL

standard Was—eﬂgmal-l-y—eaqaeefed—to—beeeme—became effectrve for the Company on Janwary+2020;-and-for-mterintpertods

January 1,2023. The CECL model may create more volatrhty in the level of the
allowance for fean-credit losses. If the Company is required to materially increase the level of its allowance for credit losses and
reserve for unfunded commitments for any reason, such increase could adversely affect its business, financial condition and
results of operations. The adoption Cempany-is-eutrently-assessing-the-impaet-of CECL —Fhis-is discussed further in Footnote
181" Reeent-Nature of Operations and Summary of Significant Accounting Preneuneements-Policies ," of Part I, [tem & *
Financial Statements and Supplementary Data ”, which is incorporated herein by reference. If we conclude that the decline in
value of any of our investment securrtres isa credlt loss et-hef-—t-haﬂ-—tempofaﬁ— we Wlll be requlred to book a contra write

down-the-eredit- es-. We review our
investment securities portfoho at each quarter- end reporting perrod to determme Whether the falr value is below the current
carrying value. When the fair value of any of our investment securities has declined below its carrying value, we are required to
assess whether the decline is ether-a credit loss. If a decline in value is deemed to be credit losses, a contra - asset is
recorded on both HTM and AFS securities, limited by the amount that the falr value is less than -—tempefafy.—l-f—we
eonelude—t-hat—t-he—deehne—ls—et-heﬁ the amortlzed cost ba51s han q tte-do

y : : Carnngs The Basel 111 and other regulatory caprtal
requirements may require us to maintain hrgher levels of caprtal which could reduce our profitability. Basel I1I targets higher
levels of base capital, certain capital buffers and a migration toward common equity as the key source of regulatory capital.
Although the new capital requirements are phased in over the next decade and may change substantially before final
implementation, Basel III signals a growing effort by domestic and international bank regulatory agencies to require financial
institutions, including depository institutions, to maintain higher levels of capital. The direction of the Basel III implementation
activities or other regulatory wievwpeints-requirements could require additional capital to support our business risk profile prior
to final implementation of the Basel III standards. If the Company and the Bank are required to maintain higher levels of capital,
the Company and the Bank may have fewer opportunities to invest capital into interest- earning assets, which could limit the
profitable business operations available to the Company and the Bank and adversely impact our financial condition and results
of operations. The Company may need , or be compelled , to raise additional capital in the future, but that capital may not be
available when it is needed and on terms favorable to current shareholders. Federal banking regulators require the Company and
Bank to maintain adequate levels of capital to support their operations. These capital levels are determined and dictated by law,
regulation and banking regulatory agencies. In addition, capital levels are also determined by the Company’ s management and
board of directors based on capital levels that they believe are necessary to support the Company’ s business operations. The
Company is evaluating its present and future capital requirements and needs, is developing a comprehensive capital plan and is
analyzing capital raising alternatives, methods and options. Even if the Company succeeds in meeting the current regulatory
capital requirements, the Company may need to raise additional capital in the near future to support possible loan losses during
future periods or to meet future regulatory capital requirements. Further, the Company’ s regulators may require it to increase its
capital levels. If the Company raises capital through the issuance of additional shares of its common stock or other securities, it
may dilute the ownership interests of current investors and may dilute the per- share book value and earnings per share of its
common stock. Furthermore, it may have an adverse impact on the Company’ s stock price. New investors may also have
rights, preferences and privileges senior to the Company’ s current shareholders, which may adversely impact its current
shareholders. The Company’ s ability to raise additional capital will depend on conditions in the capital markets at that time,
which are outside its control, and on its financial performance. Accordingly, the Company cannot assure you of its ability to
raise additional capital on terms and time frames acceptable to it or to raise additional capital at all. If the Company cannot raise
additional capital in sufficient amounts when needed, its ability to comply with regulatory capital requirements could be
materially impaired. Additionally, the inability to raise capital in sufficient amounts may adversely affect the Company’ s
operations, financial condition and results of operations. The Company is subject to environmental liability risk associated with
lending activities. A significant portion of the Company’ s loan portfolio is secured by real property. During the ordinary course
of business, the Company may foreclose on and take title to properties securing certain loans. In doing so, there is a risk that
hazardous or toxic substances could be found on these properties. If hazardous or toxic substances are found, the Company may
be liable for remediation costs, as well as for personal injury and property damage. Environmental laws may require the
Company to incur substantial expense and may materially reduce the affected property’ s value or limit the Company’ s 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 the Company’ s exposure to environmental liability. Although the Company has policies and
procedures to perform an environmental review before initiating any foreclosure action on real property, these reviews 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 the Company’ s financial condition and results of
operations. The Company’ s profitability depends significantly on economic conditions in the Commonwealth of Pennsylvania
and the local regions in which it conducts business. The Company’ s success depends primarily on the general economic
conditions of the Commonwealth of Pennsylvania and the specific local markets in which the Company operates. Unlike larger
national or other regional banks that are more geographically diversified, the Company provides banking and financial services
to customers primarily in Lackawanna and Luzerne Counties in Northeastern Pennsylvania and Northampton County in Eastern
Pennsylvania. The local economic conditions in these areas have a significant impact on the demand for the Company’ s
products and services as well as the ability of the Company’ s customers to repay loans, the value of the collateral securing
loans and the stability of the Company’ s deposit funding sources. A significant decline in general economic conditions caused
by inflation, recession, acts of terrorism, an outbreak of hostilities or other international or domestic occurrences or instability,
unemployment, changes in securities markets or other factors could impact these local economic conditions and, in turn, have a
material adverse effect on the Company’ s financial condition and results of operations. There is no assurance that the Company
will be able to successfully compete with others for business. The Company competes for loans, deposits and investment dollars
with numerous regional and national banks and other community banking institutions, as well as other kinds of financial
institutions and enterprises, such as securities firms, insurance companies, savings associations, credit unions, mortgage brokers
and private lenders. Many competitors have substantially greater resources than the Company does, and operate under less
stringent regulatory environments. The differences in resources and regulations may make it more difficult for the Company to
compete profitably, reduce the rates that it can earn on loans and on its investments, increase the rates it must offer on deposits
and other funds, and adversely affect its overall financial condition and earnings. The Company is subject to extensive
government regulation and supervision. The Company, primarily through the Bank, is subject to extensive federal and state
regulation and supervision. Banking regulations are primarily intended to protect depositors’ funds, federal deposit insurance
funds and the banking system as a whole, not shareholders. These regulations affect the Company’ s lending practices, capital
structure, investment practices, dividend policy and growth, among other things. Federal or commonwealth regulatory agencies
continually review banking laws, regulations and policies for possible changes. Changes to statutes, regulations or regulatory
policies, including changes in interpretation or implementation of statutes, regulations or policies, could affect the Company in
substantial and unpredictable ways. Such changes could subject the Company to additional costs, limit the types of financial
services and products the Company may offer and / or increase the ability of non- banks to offer competing financial services
and products, among other things. Failure to comply with laws, regulations or policies could result in sanctions by regulatory
agencies, civil money penalties and / or reputation damage, which could have a material adverse effect on the Company’ s
business, financial condition and results of operations. While the Company has policies and procedures designed to prevent any
such violations, there can be no assurance that such violations will not occur. The Company’ s controls and procedures may fail
or be circumvented. Management regularly reviews and updates the Company’ s internal controls, disclosure controls and
procedures, and corporate governance policies and procedures. Any system of controls, however well designed and operated, is
based in part on certain assumptions and can provide only reasonable, not absolute, assurances that the objectives of the system
are met. Any failure or circumvention of the Company’ s controls and procedures or failure to comply with regulations related to
controls and procedures could have a material adverse effect on the Company”’ s business, results of operations and financial
condition. New lines of business or new products and services may subject the Company to additional risks. From time- to- time,
the Company may implement new lines of business or offer new products and services within existing lines of business. There
are substantial risks and uncertainties associated with these efforts, particularly in instances where the markets are not fully
developed. In developing and marketing new lines of business and / or new products and services the Company may invest
significant time and resources. Initial timetables for the introduction and development of new lines of business and / or new
products or services may not be achieved and price and profitability targets may not prove feasible. External factors, such as
compliance with regulations, competitive alternatives, and shifting market preferences, may also impact the successful
implementation of a new line of business or a new product or service. Furthermore, any new line of business and / or new
product or service could have a significant impact on the effectiveness of the Company’ s system of internal controls. Failure to
successfully manage these risks in the development and implementation of new lines of business or new products or services
could have a material adverse effect on the Company’ s business, results of operations and financial condition. The Company’ s
future acquisitions could dilute your ownership and may cause it to become more susceptible to adverse economic events. The
Company may use its common stock to acquire other companies or make investments in banks and other complementary
businesses in the future. The Company may issue additional shares of common stock to pay for future acquisitions, which would
dilute your ownership interest in the Company. Future business acquisitions could be material to the Company, and the degree
of success achieved in acquiring and integrating these businesses into the Company could have a material effect on the value of
the Company’ s common stock. In addition, any acquisition could require it to use substantial cash or other liquid assets or to
incur debt. In those events, it could become more susceptible to economic downturns and competitive pressures. The Company
may not be able to attract and retain skilled people. The Company’ s success depends, in large part, on its ability to attract and
retain key people. Competition for the best people in most activities engaged in by the Company can be intense and the
Company may not be able to hire people or to retain them. The unexpected loss of services of one or more of the Company’ s
key personnel could have a material adverse impact on the Company’ s business because of their skills, knowledge of the
Company’ s market, years of industry experience and the difficulty of promptly finding qualified replacement personnel. The



Company’ s communications, information and technology systems may experience an-a failure, interruption or breach in
security. The Company relies heavily on communications afd-, information and technology systems to conduct its business.
Any failure, interruption or breach in security of these systems could result in failures or disruptions in the Company’ s
customer relationship management, general ledger, deposit, loan and other systems or result in corruption, loss or
compromise of confidential corporate or customer data. The risks are greater if the issue is extensive, long- lasting, or
results in financial losses to its customers. Such failures, interruptions or breaches in security may arise from events such
as severe weather, acts of vandalism, telecommunications outages, human error, or cyber- attacks. These risks also arise
to the extent the Company’ s third- party service providers experience failures, interruptions and breaches in security.
The Company is also exposed to the risk of a disruption at a common service provider used by its third- party service
providers. Even with attempts to diversify the reliance upon any one third- party, the Company may not be able to
mitigate the risk of its vendors’ use of common service providers . The Company has policies and procedures designed to
prevent or limit the effect of the failure, interruption or security breach of its information systems, however there can be no
assurance that any such failures, interruptions or security breaches will not occur. The occurrence of any failures, interruptions
or security breaches of the Company’ s information systems could damage the Company’ s reputation, result in a loss of
customer business, subject the Company to additional regulatory scrutiny, or expose the Company to civil litigation and possible
financial liability, any of which could have a material adverse effect on the Company’ s financial condition and results of
operations. The Company continually encounters technological change. The financial services industry is continually
undergoing rapid technological change 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.
The Company’ s future success depends, in part, upon its ability to address the needs of its customers by using technology to
provide products and services that will satisfy customer demands, as well as to create additional efficiencies in the Company’ s
operations. Many of the Company’ s competitors have substantially greater resources to invest in technological improvements.
The Company may not be able to effectively implement new technology- driven products and services or be successful in
marketing these products and services to its customers. Failure to successfully keep pace with technological change affecting the
financial services industry could have a material adverse impact on the Company’ s business and, in turn, the Company’ s
financial condition and results of operations. The operations of our business, including our interaction with customers, are
increasingly done via electronic means, and this has increased our risks related to cyber security. We are exposed to the risk of
cyber- attacks in the normal course of business. In general, cyber incidents can result from deliberate attacks or unintentional
events. We have observed an increased level of attention in the industry focused on cyber- attacks that include, but are not
limited to, gaining unauthorized access to digital systems for purposes of misappropriating assets or sensitive information,
corrupting data, or causing operational disruption. To combat against these attacks, policies and procedures are in place to
prevent e, limit , or ameliorate the cffect or financial impact of the possible security breach of our information systems and
we have insurance against some cyber- risks and attacks. While we have not incurred any material losses related to cyber-
attacks, nor are we aware of any specific or threatened cyber- incidents as of the date of this report, we may incur substantial
costs and suffer other negative consequences if we fall victim to successful cyber- attacks. Such negative consequences could
include remediation costs that may include liability for stolen assets or information and repairing system damage that may have
been caused; deploying additional personnel and protection technologies, training employees, and engaging third party experts
and consultants; lost revenues resulting from unauthorized use of proprietary information or the failure to retain or attract
customers following an attack; litigation; and reputational damage adversely affecting customer or investor confidence . The
Company may use artificial intelligence (Al) in its business, and challenges with properly managing its use could result
in disruption of our internal operations, reputational harm, competitive harm, legal liability and adversely affect our
results of operations and stock price. The Company may incorporate Al solutions into platforms that deliver products
and services to its customers, including solutions developed by third parties whose Al is integrated into its products and
services. Its business could be harmed and the Company may be exposed to legal liability and reputational risk if the Al
the Company uses is or is alleged to be deficient, inaccurate, or biased because the Al algorithms are flawed, insufficient,
of poor quality, or reflect unwanted forms of bias, particularly if third party Al integrated with its platforms produces
false or “ hallucinatory ” inferences. Data practices by the Company or others that result in controversy could impair
the acceptance of Al, which could undermine the decisions, predictions, or analysis that Al applications produce. Its
customers and potential customers may express adverse opinions concerning its use of AI and machine learning that
could result in brand or reputational harm, competitive harm, or legal liability. If the Company develops Generative Al,
its content creation may require additional investment as testing for bias, accuracy and unintended, harmful impact is
often complex and may be costly. As a result, the Company may need to increase the cost of its products and services
which may make it less competitive, particularly if its competitors incorporate AI more quickly or successfully.
Governmental bodies have implemented laws and are considering further regulation of Al (including machine learning),
which could negatively impact its ability to use and develop AL. The Company is unable to predict how application of
existing laws, including federal and state privacy and data protection laws, and adoption of new laws and regulations
applicable to AI will affect it but it is likely that compliance with such laws and regulations will increase its compliance
costs and such increase may be substantial and adversely affect its results of operations. Furthermore, its use of
Generative Al and other forms of AI may expose us to risks relating to intellectual property ownership and licensing
rights, including copyright of Generative Al and other Al output as these issues have not been fully interpreted by
federal courts or been fully addressed by federal or state legislation or regulations . The Company is subject to claims and
litigation pertaining to fiduciary responsibility. From time- to- time, customers make claims and take legal action pertaining to
the Company’ s performance of its fiduciary responsibilities. Whether customer claims and legal action related to the Company’



s performance of its fiduciary responsibilities are founded or unfounded, if such claims and legal actions are not resolved in a
manner favorable to the Company, they may result in significant financial liability and / or adversely affect the market
perception of the Company and its products and services as well as impact customer demand for those products and services.
Any financial liability or reputation damage could have a material adverse effect on the Company’ s business, which, in turn,
could have a material adverse effect on the Company’ s financial condition and results of operations. Pennsylvania Business
Corporation Law and various anti- takeover provisions under our articles and bylaws could impede the takeover of the
Company. Various Pennsylvania laws affecting business corporations may have the effect of discouraging offers to acquire the
Company, even if the acquisition would be advantageous to shareholders. In addition, we have various anti- takeover measures
in place under our articles of incorporation and bylaws, including a supermajority vote requirement for mergers, a staggered
board of directors, and the absence of cumulative voting. Any one or more of these measures may impede the takeover of the
Company without the approval of our board of directors and may prevent our shareholders from taking part in a transaction in
which they could realize a premium over the current market price of our common stock. The Company is a holding company
and relies on dividends from its banking subsidiary for substantially all of its revenue and its ability to make dividends,
distributions, and other payments. As a bank holding company, the Company’ s ability to pay dividends depends primarily on its
receipt of dividends from its subsidiary bank. Dividend payments from the bank are subject to legal and regulatory limitations,
generally based on net profits and retained earnings, imposed by bank regulatory agencies. The ability of the bank to pay
dividends is also subject to profitability, financial condition, regulatory capital requirements, capital expenditures and other cash
flow requirements. There is no assurance that the bank will be able to pay dividends in the future or that the Company will
generate cash flow to pay dividends in the future. The Company’ s failure to pay dividends on its common stock may have a
material adverse effect on the market price of its common stock. The Company’ s banking subsidiary may be required to pay
higher FDIC insurance premiums or special assessments which may adversely affect its earnings. The Company generally is
unable to control the amount of premiums or special assessments that its subsidiary is required to pay for FDIC insurance. Any
future changes in the calculation or assessment of FDIC insurance premiums may have a material adverse effect on our results of
operations, financial condition, and our ability to continue to pay dividends on our common stock at the current rate or at all.
Severe weather, natural disasters, acts of war or terrorism, global instability, pandemics and other external events could
significantly impact the Company’ s business. Severe weather, natural disasters, acts of war or terrorism, global instability,
pandemics and other adverse external events could have a significant impact on the Company’ s ability to conduct business.
Such events could affect the stability of the Company’ s deposit base, impair the ability of borrowers to repay outstanding loans,
impair the value of collateral securing loans, cause significant property damage, result in loss of revenue and / or cause the
Company to incur additional expenses. Severe weather or natural disasters, acts of war or terrorism, global instability,
pandemics or other adverse external events may occur in the future. Although management has established disaster recovery
policies and procedures, the occurrence of any such event could have a material adverse effect on the Company’ s business,
which, in turn, could have a material adverse effect on the Company’ s financial condition and results of operations. The
increasing use of social media platforms presents new risks and challenges and our inability or failure to recognize, respond to
and effectively manage the accelerated impact of social media could materially adversely impact our business. There has been a
marked increase in the use of social media platforms, including weblogs (blogs), social media websites, and other forms of
Internet- based communications which allow individuals access to a broad audience of consumers and other interested persons.
Social media practices in the banking industry are evolving, which creates uncertainty and risk of noncompliance with
regulations applicable to our business. Consumers value readily available information concerning businesses and their goods
and services and often act on such information without further investigation and without regard to its accuracy. Many social
media platforms immediately publish the content their subscribers and participants post, often without filters or checks on
accuracy of the content posted. Information posted on such platforms at any time may be adverse to our interests and / or may be
inaccurate. The dissemination of information online could harm our business, prospects, financial condition, and results of
operations, regardless of the information’ s accuracy. The harm may be immediate without affording us an opportunity for
redress or correction. Other risks associated with the use of social media include improper disclosure of proprietary information,
negative comments about our business, exposure of personally identifiable information, fraud, out- of- date information, and
improper use by employees and customers. The inappropriate use of social media by our customers or employees could result in
negative consequences including remediation costs including training for employees, additional regulatory scrutiny and possible
regulatory penalties, litigation or negative publicity that could damage our reputation adversely affecting customer or investor
confidence. Risks Associated with the Company’ s Common Stock The Company’ s stock price can be volatile. Stock price
volatility may make it more difficult for you to resell your common stock when you want and at prices you find attractive. The
Company’ s stock price can fluctuate significantly in response to a variety of factors including, among other things: ® Actual or
anticipated variations in quarterly results of operations. ® Recommendations by securities analysts. ® Operating and stock price
performance of other companies that investors deem comparable to the Company. ® News reports relating to trends, concerns
and other issues in the financial services industry. @ Perceptions in the marketplace regarding the Company and / or its
competitors. ® New technology used, or services offered, by competitors. ® Significant acquisitions or business combinations,
strategic partnerships, joint ventures or capital commitments by or involving the Company or its competitors. ® Failure to
integrate acquisitions or realize anticipated benefits from acquisitions. ® Changes in government regulations. ® Geopolitical
conditions such as acts or threats of terrorism or military conflicts. 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 the Company’ s stock price to decrease regardless of operating results. The trading volume in the
Company’ s common stock is less than that of other larger financial services companies. The Company’ s common stock is
listed for trading on Nasdaq and the trading volume in its common stock is less than that of other larger financial services



companies. A public trading market having the desired characteristics of depth, liquidity and orderliness depends on the
presence in the marketplace of willing buyers and sellers of the Company’ s common stock at any given time. This presence
depends on the individual decisions of investors and general economic and market conditions over which the Company has no
control. Given the lower trading volume of the Company’ s common stock, significant sales of the Company’ s common stock,
or the expectation of these sales, could cause the Company’ s stock price to fall. Furthermore, from time to time, the Company’
s common stock may be included in certain and various stock market indices. Inclusion in these indices may positively impact
the price, trading volume, and liquidity of the Company’ s common stock, in part, because index funds or other institutional
investors often purchase securities that are in these indices. Conversely, if the Company’ s market capitalization falls below the
minimum necessary to be included in any of the indices at any annual reconstitution date, the opposite could occur. Further, the
Company’ s inclusion in indices may be weighted based on the size of its market capitalization, so even if the Company’ s
market capitalization remains above the amount required to be included on these indices, if its market capitalization is below the
amount it was on the most recent reconstitution date, the Company’ s common stock could be weighted at a lower level, holders
attempting to track the composition of these indices will be required to sell the Company’ s common stock to match the
reweighting of the indices. Risks Associated with the Company’ s Industry Future governmental regulation and legislation could
limit the Company’ s future growth. The Company is a registered bank holding company, and its subsidiary bank is a depository
institution whose deposits are insured by the FDIC. As a result, the Company is subject to various regulations and examinations
by various regulatory authorities. In general, statutes establish the corporate governance and eligible business activities for the
Company, certain acquisition and merger restrictions, limitations on inter- company transactions such as loans and dividends,
capital adequacy requirements, requirements for anti- money laundering programs and other compliance matters, among other
regulations. The Company is extensively regulated under federal and state banking laws and regulations that are intended
primarily for the protection of depositors, federal deposit insurance funds and the banking system as a whole. Compliance with
these statutes and regulations is important to the Company’ s ability to engage in new activities and consummate additional
acquisitions. In addition, the Company is subject to changes in federal and state tax laws as well as changes in banking and
credit regulations, accounting principles and governmental economic and monetary policies. The Company cannot predict
whether any of these changes may adversely and materially affect it. Federal and state banking regulators also possess broad
powers to take supervisory actions as they deem appropriate. These supervisory actions may result in higher capital
requirements, higher insurance premiums and limitations on the Company’ s activities that could have a material adverse effect
on its business and profitability. While these statutes are generally designed to minimize potential loss to depositors and the
FDIC insurance funds, they do not eliminate risk, and compliance with such statutes increases the Company’ s expense, requires
management’ s attention and can be a disadvantage from a competitive standpoint with respect to non- regulated competitors.
The earnings of financial services companies are significantly affected by general business and economic conditions. The
Company’ s operations and profitability are impacted by general business and economic conditions in the United States and
abroad. These conditions include short- term and long- term interest rates, inflation, money supply, political issues, legislative
and regulatory changes, fluctuations in both debt and equity capital markets, broad trends in industry and finance, and the
strength of the U. S. economy and the local economies in which the Company operates, all of which are beyond the Company’ s
control. Deterioration in economic conditions could result in an increase in loan delinquencies and non- performing assets,
decreases in loan collateral values and a decrease in demand for the Company’ s products and services, among other things, any
of which could have a material adverse impact on the Company’ s financial condition and results of operations. Financial
services companies depend on the accuracy and completeness of information about customers and counterparties. In deciding
whether to extend credit or enter into other transactions, the Company may rely on information furnished by or on behalf of
customers and counterparties, including financial statements, credit reports and other financial information. The Company may
also rely on representations of those customers, counterparties or other third parties, such as independent auditors, as to the
accuracy and completeness of that information. Reliance on inaccurate or misleading financial statements, credit reports or other
financial information could have a material adverse impact on the Company’ s business and, in turn, the Company’ s financial
condition and results of operations. Consumers may decide not to use banks to complete their financial transactions. Technology
and other changes are allowing parties to complete financial transactions that historically have involved banks through
alternative methods. For example, consumers can now maintain funds that would have historically been held as bank deposits in
brokerage accounts or mutual funds. Consumers can also complete transactions such as paying bills and / or transferring funds
directly without the assistance of banks. The process of eliminating banks as intermediaries, known as “ disintermediation, ”
could result in the loss of fee income, as well as the loss of customer deposits and the related income generated from those
deposits. The loss of these revenue streams and the lower cost deposits as a source of funds could have a material adverse effect
on the Company’ s financial condition and results of operations. A protracted government shutdown or issues relating to debt
and the deficit may adversely affect the Company. Extended shutdowns of parts of the federal government could negatively
impact the financial performance of certain customers and could impact customers’ future access to certain loan and guarantee
programs. As a result, this could impact the Company’ s business, financial condition and results of operations. As a result of
past difficulties of the federal government to reach agreement over federal debt and issues connected with the debt ceiling,
certain rating agencies placed the United States government' s long- term sovereign debt rating on their equivalent of negative
watch and announced the possibility of a rating downgrade. The rating agencies, due to constraints related to the rating of the
United States, also placed government- sponsored enterprises in which the Company invests and receives lines of credit on
negative watch and a downgrade of the United States government' s credit rating would trigger a similar downgrade in the credit
rating of these government- sponsored enterprises. Furthermore, the credit rating of other entities, such as state and local
governments, may also be downgraded should the United States government' s credit rating be downgraded. The impact that a
credit rating downgrade may have on the national and local economy could have an adverse effect on the Company’ s financial



condition and results of operations. The regulatory environment for the financial services is being significantly impacted by
financial regulatory reform initiatives in the United States and elsewhere, including Dodd- Frank and regulations promulgated to
implement it. The Dodd- Frank Act comprehensively reforms the regulation of financial institutions and their products and
services. Dodd- Frank requires various federal regulatory agencies to implement numerous rules and regulations. Because
federal agencies are granted broad discretion in drafting these rules and regulations, many of the details and the full impact of
Dodd- Frank may not be known for many months or years. Dodd- Frank, like other financial industry reforms, has had and will
continue to have a significant effect on our entire industry. Although it is difficult to predict with certainty the magnitude and
extend of these effects at this time, we believe compliance with Dodd- Frank, its interpretive regulations, rules, and initiatives
will negatively impact revenue and increase the cost of doing business. Additional expenses associated with compliance with
the Act, currently and on an ongoing basis, are likely to continue and the effects of full implementation of the Act may limit our
ability to pursue certain business opportunities.



