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President’s Message

Dear Stockholders:

Apollo Bancorp, Inc. delivered solid earnings in 2023, which was a challenging year for the banking industry. Net
income totaled $1,705,000 in 2023 compared with $1,909,000 reported in 2022. Earnings per share totaled $3.28 in 2023
compared with $3.68 in 2022. The most notable change during 2023 was much greater loan interest income, which was
offset by significantly higher interest expense.

Comparing 2023 with 2022, net interest income increased 4.3% due to substantially higher loan interest income of
$1,356,000, which was offset by an $899,000 increase in interest expense. Loan balances outstanding grew a robust
$16.8 million, or 10.9%, in a market environment characterized by higher interest rates and lower inventory of real
estate. Double-digit loan growth occurred in 2023 for the second consecutive year following 10.2% reported in 2022.

The loan portfolio is primarily secured by residential real estate, both investment properties and owner-occupied homes.
Sound credit policies and prudent underwriting have continued to serve the bank well as loan portfolio growth has been
achieved while maintaining strong asset quality with few watchlist credits and low delinquency.

An industry-wide trend of deposit run-off started in 2022 and accelerated in 2023. Higher interest rates in the capital
markets as well as banking concerns and regulatory involvement were frequent topics in the national media in the early
part of 2023. Much of the deposit growth of the pandemic era moved out of FDIC-insured institutions and into money
market mutual funds due to higher interest rates.

Deposits decreased throughout the industry and Apollo Trust Company experienced an $11.8 million reduction of deposits.
Combined with strong loan growth, borrowings increased $25.7 million in 2023. Consequently, the net interest margin
decreased throughout the year but still compared favorably with peer averages. The inverted yield curve has also reduced
profitability due to spread compression.

Noninterest income decreased by $62,000 in 2023 compared with 2022 due to a variety of reasons. Most notably was
the $181,000 reduction in fiduciary income as the bank exited its longstanding responsibility as a corporate trustee. This
strategic decision was made due to business continuity risk of operating a small trust department with limited profitability.

Noninterest expenses increased 7.6 % in 2023 compared with a 7.9% increase in 2022. Ongoing challenges in a competitive
labor market and frequent technology advancements have increased overhead. There is strong demand for high performing
staff, and operational innovations are needed to provide customers with outstanding service and necessary products to be
competitive with larger banks. I am also pleased to report that Stephanie Embry recently re-joined the bank as executive
vice president and chief operating officer.

The quarterly dividend was increased from $0.55 to $0.56 per share, or 1.8 %, in the fourth quarter and represented the
fourteenth consecutive annual increase. Dividends remain a priority and increased to $2.21 in 2023, which currently

approximates a 6.2% yield.

The directors, officers and employees appreciate your continued support and thank you for your loyalty.

Sincerely,

Nelson L. Person
President and CEO
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Financial Performance

Financial Summary

Balance Sheet Highlights

Earnings Per Share (EPS), Dividends Paid Per Share
(Dividends), Return on Average Assets (ROA) and
Return on Average Equity (ROE) are presented
below:

2023 2022
EPS $3.28 $3.68
Dividends $2.21 $2.17
ROA 0.89% 1.04%
ROE 7.51% 8.50%

(in millions)

Assets
Loans
Deposits
Capital

2023 2022
$198.4 $182.7
$171.8 $155.0
$145.0 $156.8

$23.2 $22.1
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FIED PUBLIC ACCOUNTANTS & CONSULTANTS

INDEPENDENT AUDITOR’S REPORT

Board of Directors and Stockholders
Apollo Bancorp, Inc.

Opinion

We have audited the accompanying consolidated financial statements of Apollo Bancorp, Inc. and
subsidiary (the “Company”’), which comprise the consolidated balance sheets as of December 31, 2023
and 2022; the related consolidated statements of income, comprehensive income, changes in
stockholders’ equity, and cash flows for the years then ended; and the related notes to the consolidated
financial statements (collectively, the financial statements).

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Company as of December 31, 2023 and 2022, and the results of its operations
and its cash flows for the years then ended, in accordance with accounting principles generally accepted
in the United States of America.

Basis for Opinion

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

Change in Accounting Principle

As discussed in Note 1 to the financial statements, the Company changed its method of accounting for
credit losses effective January 1, 2023, due to the adoption of Accounting Standards Codification (ASC)
Topic 326, Financial Instruments — Credit Losses. Our opinion is not modified with respect to this
matter.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or

€rror.
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Responsibilities of Management for the Financial Statements (Continued)

In preparing the financial statements, management is required to evaluate whether there are conditions
or events, considered in the aggregate, that raise substantial doubt about the Company’s ability to
continue as a going concern within one year after the date that the financial statements are issued or
available to be issued.

Auditor’s Responsibilities for the Audit of the Financial Statements

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

In performing an audit in accordance with GAAS, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

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

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

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

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

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

Other Information Included in Annual Report

Management is responsible for the other information included in the annual report. The other
information comprises the President’s Message and Financial Summary but does not include the
financial statements and our auditor's report thereon. Our opinion on the financial statements does not
cover the other information, and we do not express an opinion or any form of assurance thereon.



Other Information Included in Annual Report (Continued)

In connection with our audit of the financial statements, our responsibility is to read the other
information and consider whether a material inconsistency exists between the other information and the
financial statements, or whether the other information otherwise appears to be materially misstated. If,
based on the work performed, we conclude that an uncorrected material misstatement of the other
information exists, we are required to describe it in our report.

tz//ugawé_@'?c

Cranberry Township, Pennsylvania
March 5, 2024



APOLLO BANCORP, INC.
CONSOLIDATED BALANCE SHEET

ASSETS
Cash and due from banks $
Investment securities available for sale, at fair value
Loans
Less allowance for credit losses
Net loans

Premises and equipment, net
Bank-owned life insurance
Accrued interest and other assets

TOTAL ASSETS $
LIABILITIES
Deposits:
Noninterest-bearing demand $

Interest-bearing demand
Money market
Savings
Time
Total deposits

Short-term borrowings
Accrued interest and other liabilities

TOTAL LIABILITIES

STOCKHOLDERS’ EQUITY

Common stock, par value $2; 2,000,000 shares authorized;
600,000 shares issued; 519,952 shares outstanding
in 2023 and 2022, respectively

Capital surplus

Retained earnings

Accumulated other comprehensive loss

Treasury stock, at cost (80,048 shares in 2022 and 2023)

TOTAL STOCKHOLDERS’ EQUITY

TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY  §

See accompanying notes to the consolidated financial statements.
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December 31,

2023 2022
2,869,920 $ 5,607,846
12,880,656 16,099,616

171,849,322 155,048,052
1,235,496 1,190,258

170,613,826 153,857,794
1,884,934 1,871,666
5,524,360 2,359,255
4,643,978 2,918,164

198,417,674 $ 182,714,341
64,914,480 $ 70,016,427
4,513,371 4,482,406
2,388,438 1,712,469
62,723,392 70,923,508
10,485,355 9,651,836

145,025,036 156,786,646
27,150,000 1,500,000
3,000,690 2,291,732

175,175,726 160,578,378
1,200,000 1,200,000
3,615,097 3,615,097
23,156,868 22,592,397
(1,363,637) (1,905,151)
(3,366,380) (3,366,380)
23,241,948 22,135,963

198,417,674 $ 182,714,341




APOLLO BANCORP, INC.

CONSOLIDATED STATEMENTS OF INCOME

INTEREST AND DIVIDEND INCOME

Interest and fees on loans
Interest on deposits
Investment securities:

Taxable interest

Tax-exempt interest

Dividend income

Total interest and dividend income

INTEREST EXPENSE
Deposits
Short-term borrowings
Total interest expense

NET INTEREST INCOME

Provision for credit loss expense

NET INTEREST INCOME AFTER
PROVISION FOR CREDIT LOSSES

NONINTEREST INCOME
Service charges on deposit accounts
Fiduciary income
Earnings on bank-owned life insurance
Other
Total noninterest income

NONINTEREST EXPENSE
Compensation and employee benefits
Occupancy and equipment
Pennsylvania shares tax
Professional fees
Data processing
Federal Deposit Insurance Corporation assessment
Advertising
Other
Total noninterest expense

Income before income tax expense
Income tax expense

NET INCOME
EARNINGS PER SHARE
AVERAGE SHARES OUTSTANDING

See accompanying notes to the consolidated financial statements.
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$

Year Ended December 31,

2023 2022
7,564,006 $ 6,207,581
77,003 151,803
363,392 437,893
162,057 205,796
45,045 10,506
8,211,503 7,013,579
220,568 124,853
808,951 5,825
1,029,519 130,678
7,181,984 6,882,901
104,105 11,600
7,077,879 6,871,301
983,608 978,582
95,071 276,544
165,105 51,800
71,414 70,683
1,315,198 1,377,609
3,702,492 3,249,895
598,326 605,069
159,636 163,233
317,435 365,857
516,986 481,729
129,382 92,771
36,000 36,000
950,325 961,464
6,410,582 5,956,018
1,982,495 2,292,892
277,931 383,582
1,704,564 $ 1,909,310
328 $ 3.68
519,952 519,043



APOLLO BANCORP, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Net income

Other comprehensive income (loss):
Unrealized holding gain (loss) on available-for-sale securities
Tax effect

Change in unrecognized cost for defined benefit pension plan
Tax effect

Total other comprehensive income (loss)

TOTAL COMPREHENSIVE INCOME

See accompanying notes to the consolidated financial statements.
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$

Year Ended December 31,

2023 2022
1,704,564 $ 1,909,310
485,633 (1,872,954)
(101,983) 393,320
199,828 (252,975)
(41,964) 53,125
541,514 (1,679,484)
2,246,078 $ 229,826




Balance, January 1, 2022 $

Net income
Other comprehensive loss
Cash dividends ($2.17 per share)
Purchase of treasury stock
(11,796 shares)
Sale of treasury stock
(11,985 shares)

Balance, December 31, 2022

Net income

Other comprehensive income

Cash dividends ($2.21 per share)

Cumulative effect of adoption of
ASU 2016-13

Balance, December 31,2023 §

APOLLO BANCORP, INC.
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY

Accumulated
Other
Common Capital Retained Comprehensive Treasury
Stock Surplus Earnings Loss Stock Total
1,200,000 $ 3,615,097 § 21,811,181 § (225,667) $ (3,374,885) $ 23,025,726
- - 1,909,310 - - 1,909,310
- - - (1,679,484) - (1,679,484)
- - (1,128,094) - - (1,128,094)
- - - - (530,820) (530,820)
- - - - 539,325 539,325
1,200,000 3,615,097 22,592,397 (1,905,151) (3,366,380) 22,135,963
- - 1,704,564 - - 1,704,564
- - - 541,514 - 541,514
- - (1,149,094) - - (1,149,094)
- - 9,001 - - 9,001
1,200,000 $ 3,615,097 $ 23,156,368 $ (1,363,637) $ (3,366,380) $ 23,241,948

See accompanying notes to the consolidated financial statements.
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APOLLO BANCORP, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

OPERATING ACTIVITIES
Net income
Adjustments to reconcile net income to net cash
provided by operating activities:

Depreciation, amortization, and accretion
Provision for credit losses
Earnings on bank-owned life insurance
Increase in accrued interest receivable
Increase in accrued interest payable
Deferred income taxes
Other, net

Net cash provided by operating activities

INVESTING ACTIVITIES
Investment securities available for sale:
Proceeds from maturities and principal repayments
Purchase of bank-owned life insurance
Redemption of restricted stock
Purchase of restricted stock
Net increase in loans
Purchase of premises and equipment, net

Net cash used for investing activities

FINANCING ACTIVITIES
Net decrease in deposits
Net increase in short-term borrowings
Cash dividends paid
Purchase of treasury stock
Sale of treasury stock

Net cash provided by financing activities
Decrease in cash and cash equivalents
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS AT END OF YEAR

See accompanying notes to the consolidated financial statements.
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$

$

Year Ended December 31,

2023 2022
1,704,564 $ 1,909,310
370,746 345,384
104,105 11,600
(165,105) (51,800)
(63,133) (44,130)
86,673 5,869
(182,951) (40,345)
347,392 326,650
2,202,291 2,462,538
3,663,407 5,181,091
(3,000,000) -
955,100 130,000
(2,102,000) (195,300)
(16,968,047)  (14,404,416)
(227,973) (79,713)
(17,679,513) (9,368,338)
(11,761,610) (31,918)
25,650,000 1,500,000
(1,149,094) (1,128,094)
- (530,820)
- 539,325
12,739,296 348,493
(2,737,926) (6,557,307)
5,607,846 12,165,153
2,869,920 $ 5,607,846




APOLLO BANCORP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Operations and Basis of Presentation

Apollo Bancorp, Inc. (the “Company”) is a Pennsylvania corporation and is registered under the Bank Holding
Company Act. The Company was organized to become the holding company of Apollo Trust Company (the
“Bank”). Apollo Realty, Inc. is the wholly owned subsidiary of Apollo Trust Company. The Bank and its
subsidiary derive substantially all their income from banking and bank-related services, which include interest
earnings on residential real estate, commercial mortgage, commercial, and consumer loan financing as well as
interest-earning investment securities and a variety of deposit and fiduciary services to its customers through
seven locations. The Bank is a state-chartered bank located in Pennsylvania. The Board of Governors of the
Federal Reserve System supervises the Company, while the Bank is subject to regulation and supervision by the
Board of Governors of the Federal Reserve System and the Pennsylvania Department of Banking and Securities.

The consolidated financial statements include the accounts of the Company and its wholly owned subsidiary,
the Bank, and its wholly owned subsidiary, Apollo Realty, Inc. All significant intercompany transactions have
been eliminated in consolidation.

The consolidated financial statements have been prepared in conformity with U.S. generally accepted accounting
principles. In preparing the financial statements, management is required to make estimates and assumptions
that affect the reported amounts of assets and liabilities as of the Consolidated Balance Sheet date and reported
amounts of revenues and expenses for the period. Actual results could differ significantly from those estimates.
Material estimates that are particularly susceptible to significant change in the near term relate to the
determination of the allowance for credit losses, the valuation of deferred tax assets, and the fair value of
financial instruments.

Investment Securities

Investment securities are classified at the time of purchase, based on management’s intention and ability, as
securities available for sale. Debt securities classified as available for sale serve principally as a source of
liquidity. Unrealized holding gains and losses for available-for-sale debt securities are reported as a separate
component of stockholders’ equity, net of tax, until realized. Realized securities gains and losses are computed
using the specific identification method. Interest and dividends on investment securities are recognized as
income when earned.

Securities are periodically reviewed for other-than-temporary impairment based upon a number of factors,
including, but not limited to, the extent to which the market value has been less than cost, the financial condition
of the underlying issuer, the ability of the issuer to meet contractual obligations, the likelihood of the security’s
ability to recover any decline in its market value, and the Bank’s intent to sell the security or whether the Bank
would be required to sell the security before its anticipated recovery in market value. A decline in value that is
considered to be other than temporary is recorded as a loss within noninterest income in the Consolidated
Statement of Income.



SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Allowance for Credit Losses — Available-for-Sale Securities

The Bank measures expected credit losses on available-for-sale debt securities when the Bank does not intend
to sell, or when it is not more likely than not that it will be required to sell, the security before recovery of its
amortized cost basis. If either of the criteria regarding intent or requirement to sell is met, the security's amortized
cost basis is written down to fair value through income. For available-for-sale debt securities that do not meet
the aforementioned criteria, the Bank evaluates whether the decline in fair value has resulted from credit losses
or other factors. In making this assessment, the Bank considers the extent to which fair value is less than
amortized cost, any changes to the rating of the security by a rating agency, and adverse conditions specifically
related to the security, among other factors. If this evaluation indicates that a credit loss exists, the present value
of cash flows expected to be collected from the security are compared to the amortized cost basis of the security.
If the present value of cash flows expected to be collected is less than the amortized cost basis, a credit loss exists
and an allowance for credit losses is recorded for the credit loss, equal to the amount that the fair value is less
than the amortized cost basis. Economic forecast data is utilized to calculate the present value of expected cash
flows. Any impairment that has not been recorded through an allowance for credit losses is recognized in other
comprehensive income (loss).

The allowance for credit losses on available-for-sale debt securities is included within investment securities
available for sale on the Consolidated Balance Sheet. Changes in the allowance for credit losses are recorded
within provision for credit losses on the Consolidated Statement of Income. Losses are charged against the
allowance when the Bank believes the collectability of an available-for-sale security is in jeopardy or when either
of the criteria regarding intent or requirement to sell is met.

Accrued interest receivable on available-for-sale debt securities totaled $120,002 at December 31, 2023, and is
included within accrued interest and other assets on the Consolidated Balance Sheet. This amount is excluded
from the estimate of expected credit losses. Available-for-sale debt securities are typically classified as
nonaccrual when the contractual payment of principal or interest has become 90 days past due or management
has serious doubts about the further collectability of principal or interest. When available-for-sale debt securities
are placed on nonaccrual status, unpaid interest credited to income is reversed.

Credit Losses on Investment Securities — Prior to Adopting ASU 2016-13

The Bank adopted ASU No. 2016-13 effective January 1, 2023. Financial statement amounts related
to Investment Securities recorded as of December 31, 2022, and for the periods ending December 31, 2022, are
presented in accordance with the accounting policies described in the following sections. The following sections
were carried forward from the Annual Report for the year ended December 31, 2022.

Securities are evaluated on at least a quarterly basis, and more frequently when market conditions warrant such
an evaluation, to determine whether a decline in their value is other than temporary. To determine whether a loss
is other than temporary, management utilizes criteria such as the reasons underlying the decline, the magnitude
and duration of the decline, and whether or not management intends to sell or expects that it is more likely than
not that it will be required to sell the security prior to an anticipated recovery of the fair value. The term “other-
than-temporary” is not intended to indicate that the decline is permanent but indicates that the prospects for a
near-term recovery of value are not necessarily favorable or that there is a lack of evidence to support a realizable
value equal to or greater than the carrying value of the investment.

10



SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Credit Losses on Investment Securities — Prior to Adopting ASU 2016-13 (Continued)

Declines in the fair value of securities below their cost that are deemed to be other than temporary are separated
into (a) the amount of the total other-than-temporary impairment related to a decrease in cash flows expected to
be collected from the debt security (the credit loss), and (b) the amount of the total other-than-temporary
impairment related to all other factors. The amount of the total other-than-temporary impairment related to the
credit loss is recognized in earnings. The amount of the total other-than-temporary impairment related to all
other factors is recognized in other comprehensive income.

Restricted Stock

Common stock of the Federal Home Loan Bank of Pittsburgh (FHLB), Federal Reserve Bank of Cleveland, and
Atlantic Community Bankers Bank represents ownership interest in institutions that are wholly owned by other
financial institutions. These equity securities are accounted for at cost and are classified with other assets.

The Bank is a member of the FHLB, and as such, is required to maintain a minimum investment in stock of the
FHLB that varies with the level of advances outstanding. The stock is purchased from and sold to the FHLB
based upon its $100 par value. The stock does not have a readily determinable fair value, and as such, is classified
as restricted stock, carried at cost, and evaluated for impairment as necessary. The stock’s value is determined
by the ultimate recoverability of the par value rather than by recognizing temporary declines. The determination
of whether the par value will ultimately be recovered is influenced by criteria such as the following: (a) the
significance of the decline in net assets of the FHLB as compared to the capital stock amount and the length of
time this situation has persisted; (b) commitments by the FHLB to make payments required by law or regulation
and the level of such payments in relation to the operating performance; (c) the impact of legislative and
regulatory changes on the customer base of the FHLB; and (d) the liquidity position of the FHLB.

Management evaluated the restricted stock and concluded that it was not impaired for the periods presented
herein. More consideration was given to the long-term prospects as opposed to the stress caused by the economic
conditions the world is facing. Management also considered regulatory capital ratios in excess of all regulatory
capital requirements, liquidity and shares of stock continuing to be issued and redeemed at par value, and the
payment of dividends.

Loans

Loans receivable that management has the intent and ability to hold for the foreseeable future or until maturity
or payoff are stated at their outstanding unpaid principal balances, net of an allowance for loan losses and any
deferred fees or costs. Accrued interest receivable totaled $542,105 at December 31, 2023, and was reported in
accrued interest and other assets on the Consolidated Balance Sheet and is excluded from the estimate of credit
losses. Interest income is accrued on the unpaid principal balance. Loan origination fees, net of certain direct
origination costs, are deferred and recognized as an adjustment of the yield (interest income) of the related loans.
The Bank is amortizing these amounts over the contractual life of the loan. Premiums and discounts on purchased
loans are amortized as adjustments to interest income using the effective yield method.

11



SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Loans (Continued)

For all classes of loans receivable, the accrual of interest is discontinued when the contractual payment of
principal or interest has become 90 days past due and/or management has serious doubts about further
collectability of principal or interest, even though the loan is currently performing. A loan may remain on accrual
status if it is in the process of collection and is either guaranteed or well secured. When a loan is placed on
nonaccrual status, unpaid interest credited to income in the current year is reversed. Payments received on
nonaccrual loans, including impaired loans, generally is either applied against principal or reported as interest
income on a cash basis, according to management’s judgment as to the collectability of principal. Generally,
loans are restored to accrual status when the obligation is brought current, has performed in accordance with the
contractual terms for a reasonable period of time (generally six months), and the ultimate collectability of the
total contractual principal and interest is no longer in doubt. The past-due status of all classes of loans receivable
is determined based on contractual due dates for loan payments.

Allowance for Credit Losses - Loans

The allowance for credit losses (ACL) is a valuation reserve established and maintained by charges against
income and is deducted from the amortized cost basis of loans to present the net amount expected to be collected
on the loans. Loans, or portions thereof, are charged-off against the ACL when they are deemed uncollectible.
Expected recoveries do not exceed the aggregate of amounts previously charged-off and expected to be charged
off.

The ACL is an estimate of expected credit losses, measured over the contractual life of a loan, that considers our
historical loss experience, current conditions, and forecasts of future economic conditions. Determination of an
appropriate ACL is inherently subjective and may have significant changes from period to period.

The methodology for determining the ACL has two main components: evaluation of expected credit losses for
certain groups of homogeneous loans that share similar risk characteristics and evaluation of loans that do not
share risk characteristics with other loans.

The allowance for credit losses is measured on a collective (pool) basis when similar risk characteristics exist.
The Bank has identified the following portfolio segments and measures the allowance for credit losses using the
following methods: Commercial, Commercial Real Estate, Residential Real Estate, Construction Real Estate,
and Consumer Loans. All of these portfolios related allowance for credit losses are measured utilizing the
SCALE method. For loans collectively evaluated, management elected to use the Federal Reserve's SCALE
model. The model uses call report data from peer banks that have an asset size greater than $1 billion in assets.
The Bank utilizes the UpScale Model from the Invictus Group for the calculation and selects a peer group based
on different filters such as a system generated portfolio match score, asset size and geographic distance from the
Bank's operating footprint. The loss rates from the peer group include historical, qualitative adjustments and
forecasts as calculated by the peer group banks. The Bank then adjusts the group historical loss factor to their
historical losses and will adjust qualitative factors to address any specific current risks that exist in the Bank that
would differ from peer group banks.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Allowance for Credit Losses — Loans (Continued)

Historical credit loss experience is the basis for the estimation of expected credit losses, applying historical loss
rates to pools of loans with similar risk characteristics. After consideration of the historic loss calculation,
management applies qualitative adjustments to reflect the current conditions and reasonable and supportable
forecasts not already reflected in the historical loss information at the balance sheet date. Reasonable and
supportable forecast adjustment is based on management judgement. For periods beyond our reasonable and
supportable forecast, management reverts to historical loss rates utilizing a straight-line method. These modified
historical loss rates are multiplied by the outstanding principal balance of each loan to calculate a required
reserve.

The Bank has elected to exclude accrued interest receivable from the measurement of its ACL. When a loan is
placed on non-accrual status, any outstanding accrued interest is reversed against interest income.

The ACL for individual loans begins with the use of normal credit review procedures to identify whether a loan
no longer shares similar risk characteristics with other pooled loans and therefore should be individually
assessed. We evaluate all commercial loans that meet the following criteria: 1) when it is determined that
foreclosure is probable, 2) substandard, doubtful, and nonperforming loans when repayment is expected to be
provided substantially through the operation or sale of the collateral, and 3) when it is determined by
management that a loan does not share similar risk characteristics with other loans. Specific reserves are
established based on the following three acceptable methods for measuring the ACL: 1) the present value of
expected future cash flows discounted at the loan’s original effective interest rate; 2) the loan’s observable
market price; or 3) the fair value of the collateral when the loan is collateral-dependent. Our individual loan
evaluations consist primarily of the fair value of collateral method because most of our loans are collateral-
dependent. Collateral values are discounted to consider disposition costs when appropriate. A specific reserve is
established or a charge-off is taken if the fair value of the loan is less than the outstanding balance.

Allowance for Loan Losses — Prior to Adopting ASU 2016-13

Prior to the adoption of ASU 2016-13 Financial Instruments - Credit Losses (Topic 326): Measurement of Credit
Losses on Financial Instruments, the Bank calculated its allowance for loan losses (ALL) using an incurred loan
loss methodology. The following policy related to the ALL in prior periods.

The allowance for loan losses represents an amount that management estimates is adequate to provide for
probable losses inherent in its loan portfolio. The allowance method is used in providing for loan losses.
Accordingly, all loan losses are charged to the allowance, and all recoveries are credited to it. The allowance for
loan losses is established through a provision for loan losses that is charged to operations. The provision is based
on management’s evaluation of adequacy of the allowance for loan losses, which encompasses overall risk
characteristics of various portfolio segments, past experience with losses, impact of economic conditions on
borrowers, and other relevant factors. Estimates used in determining adequacy of the allowance for loan losses,
including amounts and timing of future cash flows expected on impaired loans, are particularly susceptible to
significant changes in the near term.

13



SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Allowance for Loan Losses — Prior to adopting ASU 2016-13 (Continued)

Impaired loans are commercial and commercial real estate loans for which it is probable the Bank will not be
able to collect all amounts due according to contractual terms of the loan agreement. The Bank individually
evaluates such loans for impairment and does not aggregate loans by major risk classifications. The definition
of “impaired loans” is not the same as “nonaccrual loans,” although the two categories may overlap. The Bank
may also choose to place a loan on nonaccrual status due to payment delinquency or uncertain collectability
while not classifying the loan as impaired, provided it is not a commercial or commercial real estate
classification. Factors considered by management in determining impairment include payment status and
collateral value. The amount of impairment for these types of loans is determined by the difference between the
present value of expected cash flows related to the loan, using the original interest rate, and its recorded value,
or as a practical expedient in the case of collateralized loans, the difference between fair value of the collateral
and the recorded amount of such loans. When foreclosure is probable, impairment is measured based on fair
value of the collateral.

In situations where, for economic or legal reasons related to a borrower’s financial difficulties, management may
grant a concession for other than an insignificant period of time to the borrower that would not otherwise be
considered, the related loan is classified as a troubled debt restructuring (TDR). Management strives to identify
borrowers in financial difficulty early and work with them to modify to more affordable terms before their loan
reaches nonaccrual status. These modified terms may include rate reductions, principal forgiveness, payment
forbearance and other actions intended to minimize the economic loss and to avoid foreclosure or repossession
of the collateral. In cases where borrowers are granted new terms that provide for a reduction of either interest
or principal, management measures any impairment on the restructuring and charges down the principal balance
as determined in the analysis. This process is completed for all types of loans. It is then further analyzed to
determine if the loan should be classified as impaired.

Mortgage loans secured by one-to-four family residential properties, and all consumer loans are large groups of
smaller-balance homogeneous loans and are measured for impairment collectively. Loans that experience
insignificant payment delays, which are defined as 90 days or less, generally are not classified as impaired.
Management determines significance of payment delays on a case-by-case basis, taking into consideration all
circumstances concerning the loan, creditworthiness and payment history of the borrower, length of payment
delay, and amount of any shortfall in relation to principal and interest owed.

In addition to the allowance for loan losses, the Bank also estimates probable losses related to unfunded lending
commitments, including letters of credit and financial guarantees. Unfunded lending commitments are subject
to individual reviews and are analyzed and segregated by risk according to the Bank’s internal risk rating scale.
These risk classifications, in conjunction with an analysis of historical loss experience, current economic
conditions, performance trends within specific portfolio segments, and any other pertinent information, result in
an estimation of the reserve for unfunded lending commitments. Provision for credit losses related to the loan
portfolio and unfunded lending commitments is reported in the Consolidated Statement of Income.

Bank-Owned Life Insurance
The Bank purchased insurance on the lives of certain Bank officers. The policies accumulate value to meet future
liabilities, including payment of employee benefits. Increases in the cash surrender value are recorded as

noninterest income in the Consolidated Statement of Income. The cash surrender value of bank-owned life
insurance is recorded as an asset on the Consolidated Balance Sheet.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Premises and Equipment

Land is carried at cost. Premises and equipment are stated at cost less accumulated depreciation. Depreciation is
computed on both the straight-line over the estimated useful lives of the assets, which range from 5 to 15 years
for furniture, fixtures, and equipment, and 7 to 39 years for buildings. Expenditures for maintenance and repairs
are charged against income as incurred. Costs of major additions and improvements are capitalized.

Pension and 401(Kk) Profit Sharing Plans

Pension benefits include contributions, determined actuarially, to a defined benefit retirement plan covering all
eligible employees of the Bank. This plan was frozen effective January 1, 2015. Bank contributions to the 401(k)
Profit Sharing Plan are based on compensation and elected deferral amounts of the plan participants.

Fiduciary Activities

Fiduciary assets (other than cash deposits) held by the Bank in fiduciary or agency capacities for its customers
are not included in the accompanying Consolidated Balance Sheet, since such items are not assets of the
Company or Bank. In accordance with industry practice, fees are recorded on a cash basis and approximate fees
that would have been recognized on an accrual basis.

Adyvertising Costs

Advertising costs are generally expensed as the costs are incurred.
Income Taxes

The Company and its subsidiary file a consolidated federal income tax return. Deferred tax assets and liabilities
are reflected at currently enacted income tax rates applicable to the period in which the deferred tax assets and
liabilities are expected to be realized or settled. As changes in tax laws or rates are enacted, deferred tax assets
and liabilities are adjusted through the provision for income taxes. Deferred income tax expenses or benefits are
based on changes in a deferred tax asset or liability from period to period.

Comprehensive Income

Comprehensive income comprises unrealized holding gains (losses) on the available-for-sale securities portfolio
and changes in unrecognized pension cost for the defined benefit pension plan.

Earnings Per Share
The Company currently maintains a simple capital structure; thus, there are no dilutive effects on earnings per
share. Earnings per share are calculated by dividing net income by the weighted-average number of shares

outstanding for the periods. Treasury shares are not deemed outstanding for earnings-per-share calculations.

Cash Flow Information

For the purposes of reporting cash flows, cash and cash equivalents include cash and due from banks with
original maturities of less than 90 days.

Cash payments for interest in 2023 and 2022 were $942,846 and $124,809, respectively. Income tax payments
totaled $435,000 in 2023 and $445,000 in 2022.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Reclassification

Certain items in the prior year’s financial statements have been reclassified to conform to the current-year
presentation. Such reclassifications did not affect consolidated net income or stockholders’ equity.

Revenue Recognition

Revenue associated with financial instruments, including revenue from loans and securities and certain
noninterest income streams such as fees associated with mortgage servicing rights, financial guarantees,
derivatives, and certain credit card fees, are also not in scope of ASC 606. Noninterest revenue streams, such as
trust and asset management income, deposit-related fees, and interchange fees, did not change significantly upon
adoption of ASC 606. Noninterest revenue streams in scope of ASC 606 are discussed below.

Fiduciary Fees

Trust and asset management income is primarily comprised of fees earned from the management and
administration of trusts and other customer assets. The Bank’s performance obligation is generally satisfied over
time, and the resulting annual fees are based on the average market value of assets held in the account as valued
at the end of each month. Payment is generally received within a few days after the end of the month via a debit
from the customers’ accounts. The Bank does not earn performance-based incentives. Additional services,
including, but not limited to, additional accountings and supervision of personal affairs for the elderly may be
provided on a case-by-case basis. The Bank’s performance obligation for these transactional-based services is
generally satisfied, and related revenue recognized, at a point in time (i.e., as incurred). Payment is received
shortly after services are rendered.

Service Charges

Service charges on deposit accounts consist of overdraft charges, monthly service fees, check orders, and other
deposit account related fees. The Bank’s performance obligation for monthly service fees is generally satisfied,
and the related revenue recognized, over the period in which the service is provided. Check orders and other
deposit account related fees are largely transactional-based, and, therefore, the Bank’s performance obligation
is satisfied, and related revenue recognized, at a point in time. Payment for service charges on deposit accounts
is primarily received immediately, or in the following month, through a direct charge to customers’ accounts.

Debit Card Network Fees

The Bank earns interchange fees from debit cardholder transactions conducted primarily through the Mastercard
payment network. Interchange fees from cardholder transactions represent a percentage of the underlying
transaction value and are recognized daily, net of card network fees, concurrently with the transaction processing
services provided to the cardholder.

Sale of Other Real Estate Owned (OREQO)

The Bank records a gain or loss from the sale of OREO when control of the property transfers to the buyer,
which generally occurs at the time of delivery of an executed deed. When the Bank finances the sale of OREO
to the buyer, management assesses whether the buyer is committed to perform the buyer’s obligation under the
contract and whether collectability of the transaction price is probable. Once these criteria are met, the OREO
asset is derecognized and the gain or loss on sale is recorded upon the transfer of control of the property to the
buyer. In determining the gain or loss on the sale, the Bank adjusts the transaction price and related gain or loss
on sale if a significant financing component is present.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Accounting Pronouncements Adopted in 2023

In June 2016, the FASB issued ASU No. 2016-13, Financial Instruments — Credit Losses (Topic 326):
Measurement of Credit Losses on Financial Instruments and subsequent related updates. This ASU replaces the
incurred loss methodology for recognizing credit losses and requires businesses and other organizations to
measure the current expected credit losses (CECL) on financial assets measured at amortized cost, including
loans and held-to-maturity securities, net investments in leases, off-balance-sheet credit exposures such as
unfunded commitments, and other financial instruments. In addition, ASC 326 requires credit losses on
available-for-sale debt securities to be presented as an allowance rather than as a write-down when management
does not intend to sell or believes that it is not more likely than not they will be required to sell. This guidance
became effective on January 1, 2023, for the Bank. The results reported for periods beginning after January 1,
2023, are presented under ASC 326 while prior period amounts continue to be reported in accordance with
previously applicable accounting standards.

The Bank adopted this guidance, and subsequent related updates, using the modified retrospective approach for
all financial assets measured at amortized cost, including loans and held-to-maturity debt securities, available-
for-sale debt securities, and unfunded commitments. On January 1, 2023, the Bank recorded a cumulative effect
increase in retained earnings of $9,001.

The Bank adopted the provisions of ASC 326 related to presenting other-than-temporary impairment on
available-for-sale debt securities prior to January 1, 2023, using the prospective transition approach, though no
such charges had been recorded on the securities held by the Bank as of the date of adoption.

The Bank expanded the pooling utilized under the legacy incurred loss method to include additional
segmentation based on risk. The impact of the change from the incurred loss model to the current expected credit
loss model is detailed below.
January 1, 2023
Pre-adoption Adoption Impact  As Reported

ACL on loans

Commercial $ 118,203 $ (27,731) $ 90,472
Commercial real estate 673,988 (378,935) 295,053
Residential real estate 368,672 332,619 701,291

Consumer 26,521 2,808 29,329
Construction real estate - 6,073 6,073
Unallocated 2,874 (2,874) -

ACL for unfunded commitments - 77,041 77,041
$ 1,190,258 $ 9,001 $ 1,199,259

January 1, 2023
Pre-adoption Adoption Impact  As Reported

Loans
Commercial $ 13,525,821 $ 1,522,179 $ 15,048,000
Commercial real estate 75,217,383 (42,777,383) 32,440,000
Residential real estate 63,806,987 40,818,013 104,625,000
Construction real estate - 527,000 527,000
Consumer 2,461,838 (89,809) 2,372,029
$ 155,012,029 $ - $ 155,012,029
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2. INVESTMENT SECURITIES AVAILABLE FOR SALE

The amortized cost and fair values of investment securities available-for-sale are summarized as follows at December

31:

U.S. government agency securities
Obligations of states and
political subdivisions
Mortgage-backed securities:
Government-sponsored entities

Total debt securities

U.S. government agency securities
Obligations of states and
political subdivisions
Corporate securities
Mortgage-backed securities:
Government-sponsored entities

Total debt securities

2023
Gross Gross Allowance
Amortized Unrealized Unrealized for Credit Fair
Cost Gains Losses Losses Value
2,208,307 $ - $ (116,619) $ - $ 2,091,688
11,239,247 3,544 (696,922) - 10,545,869
253,336 - (10,237) - 243,099
13,700,890 $ 3,544 $ (823,778) $ $ 12,880,656
2022
Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
2,711,899 $ - $ (141,601) $ 2,570,298
12,897,613 2,421 (1,131,610) 11,768,424
1,497,634 13 (8,694) 1,488,953
298,335 - (26,394) 271,941
17,405,481 $ 2,434 $ (1,308,299) $ 16,099,616

There were no sales of available-for-sale securities in 2023 or 2022.
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2. INVESTMENT SECURITIES AVAILABLE FOR SALE (Continued)

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

2023
Less than Twelve Months Twelve Months or Greater Total
Gross Gross Gross
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses
U.S. government agency
securities $ - $ - $ 2,091,688 $ (116,619) $ 2,091,688 $ (116,619)
Obligations of states and
political subdivisions 269,968 (757) 8,525,366 (696,165) 8,795,334 (696,922)
Mortgage-backed securities:
Government-sponsored
entities - - 243,099 (10,237) 243,099 (10,237)
Total $ 269,968 $ (757) $ 10,860,153 $ (823,021) $ 11,130,121 $ (823,778)
2022
Less than Twelve Months Twelve Months or Greater Total
Gross Gross Gross
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses
U.S. government agency
securities $ 1,207,429 $ (74,886) $ 1,362,869 $ (66,715) $ 2,570,298 $ (141,601)
Obligations of states and
political subdivisions 9,657,824 (914,193) 1,069,391 (217,417) 10,727,215 (1,131,610)
Corporate securities 1,238,953 (8,694) - - 1,238,953 (8,694)
Mortgage-backed securities:
Government-sponsored
entities 271,941 (26,394) - - 271,941 (26,394)
Total $ 12,376,147 $ (1,024,167) $ 2,432,260 $ (284,132) $§ 14,808,407 $ (1,308,299)

There were 51 securities that were in an unrealized loss position at December 31, 2023. The Bank has concluded
that any impairment of its investment securities portfolio outlined in the above table is not other than temporary
and is the result of interest rate changes, sector credit rating changes, or Bank-specific rating changes that are
not expected to result in the noncollection of principal and interest during the period.

The amortized cost and fair values of debt securities at December 31, 2023, by contractual maturity are shown
below. Expected maturities will differ from contractual maturities because issuers may have the right to call or
prepay obligations with or without call or prepayment penalties.
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2.

INVESTMENT SECURITIES AVAILABLE FOR SALE (Continued)

Amortized Fair

Cost Value
Due in one year or less $ 729,893 $ 727,522
Due after one year through five years 2,628,555 2,589,604
Due after five years through ten years 5,595,561 5,237,491
Due after ten years 4,746,881 4,326,039
Total $ 13,700,890 $§ 12,880,656

Investment securities with a carrying value of $1,019,620 and $6,201,817 were pledged to secure public deposits
and other purposes as required by law at December 31, 2023 and 2022, respectively.

LOANS

Major classifications of loans are summarized as follows at December 31:

2023 2022
Commercial $ 14,724,227 $ 13,525,821
Commercial real estate 35,899,355 75,217,383
Residential real estate 118,354,880 63,806,987
Consumer 2,820,772 2,461,838
171,799,234 155,012,029

Less:

Allowance for loan losses 1,235,496 1,190,258

Net deferred loan costs (50,088) (36,023)

Net loans $ 170,613,826 $ 153,857,794

The Bank’s primary business activity is with customers located within its identified trade area. Commercial,
residential, and consumer loans are granted. Although the Bank had a diversified loan portfolio at
December 31, 2023, loans outstanding to individuals and businesses are dependent upon economic conditions
in its primary market area. The Bank has an industry concentration in loans to lessors of buildings and dwellings,
with a balance of $63,435,128 and $58,353,899 at December 31, 2023 and 2022, respectively.
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4. ALLOWANCE FOR CREDIT LOSSES

The following tables present, by portfolio segment, changes in the allowance for credit losses and the recorded
investment in loans as of and for the years ended December 31, 2023 and 2022:

December 31, 2023
Allowance for credit losses:
Beginning balance

Impact of adopting ASC 326

Charge-offs

Recoveries

Provision
Ending balance

December 31, 2022
Allowance for loan losses:
Beginning balance

Charge-offs
Recoveries
Provision

Ending balance

Ending balance
individually evaluated
for impairment

Ending balance
collectively evaluated
for impairment

Loans:

Individually evaluated for

impairment

Collectively evaluated for

mmpairment

Ending balance

21

Commercial Residential Construction
Commercial Real Estate Real Estate Real Estate Consumer Unallocated Total
118,203 $ 673,988 $ 368,672 $ - $ 26,521 $ 2,874 $ 1,190,258
(27,731) (378,935) 332,619 6,073 2,808 (2,874) (68,040)
- - - - 670 - 670
- - 338 - 9,505 - 9,843
13,141 21,738 66,046 (6,073) 9,253 - 104,105
103,613 $ 316,791 $ 767,675 $ - $ 48,757 $ - $ 1,236,836
Commercial Residential
Commercial Real Estate Real Estate Consumer Unallocated Total
128,542 $ 636,302 $ 375,268 $ 17,627 $ 41,419 $ 1,199,158
- - - (23,007) - (23,007)
- 355 - 2,152 - 2,507
(10,339) 37,331 (6,596) 29,749 (38,545) 11,600
118203 $ 673,988 $ 368,672 $ 26,521 $ 2874 $ 1,190,258
- -8 -8 -8 -8 -
118,203 $ 673,988 $ 368,672 $ 26,521 $ 2,874 $ 1,190,258
- - $ - $ - $ -
13,525,821 75,217,383 63,806,987 2,461,838 155,012,029
13,525,821 75,217,383 $ 63,806,987 $ 2,461,838 $ 155,012,029



ALLOWANCE FOR CREDIT LOSSES (Continued)

The Bank offers an overdraft privilege program; the charge-offs, recoveries, and provision amounts are included
in the consumer loan category.

Commercial loans, commercial real estate loans, and consumer loans are considered to be riskier than one-to-
four family residential mortgage loans. Commercial real estate loans entail significant additional credit risks
compared to one-to-four family residential mortgage loans, as they involve large loan balances concentrated
with single borrowers or groups of related borrowers. In addition, the payment experience on loans secured by
income-producing properties typically depends on successful operation of the related real estate project and/or
business operation of the borrower and, therefore, may be subject to a greater extent to adverse conditions in the
real estate market and in the general economy. Commercial loans involve a higher risk of default than residential
mortgage loans of like duration since their repayment is generally dependent on successful operation of the
borrower’s business and sufficiency of collateral, if any. Although a borrower’s ability to repay for both one-
to-four family residential mortgage loans and consumer loans is highly dependent on personal income, as well
as the local economy, especially employment levels, consumer loans, as a group, generally present a higher
degree of risk because of the nature of collateral, if any.

Credit Quality Information

The following table represents the commercial credit exposures by internally assigned credit risk ratings as of
December 31, 2023 and 2022. The grading analysis estimates capability of a borrower to repay contractual
obligations under the loan agreements as scheduled or at all. The Bank’s internal credit risk rating system is
based on experiences with similarly rated loans.

The Bank’s internally assigned credit risk ratings are as follows:

e Pass loans are protected by current net worth and paying capacity of an obligor or by the value of
underlying collateral.

e Special Mention loans have a potential weakness or risk evident, which could cause a more serious
problem if not corrected.

e Substandard loans have a well-defined weakness based on objective evidence and are characterized by
a distinct possibility that the Bank would sustain some loss if the deficiencies are not corrected.

e Doubtful loans have all the weaknesses inherent in a substandard asset. In addition, these weaknesses
make collection or liquidation in full highly questionable and improbable based on existing
circumstances.

e Loss loans are considered uncollectible, or of such value that continuance as an asset is not warranted.

Based on the most recent analysis performed, the following table presents the recorded investment in non-
homogeneous loans by internal risk rating system as of December 31, 2023:
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ALLOWANCE FOR CREDIT LOSSES (Continued)

Credit Quality Information (Continued)

For residential real estate and consumer loans, the Bank evaluates credit quality based on whether the loan is
considered performing or nonperforming. Loans are generally considered to be nonperforming when they
become 90 days past due unless they are well secured and/or in the process of collection. There were no non-
homogeneous revolving loans in the portfolio at December 31, 2023. The following table presents the balances
of residential real estate and consumer loans by classes of loan portfolio based on payment performance:

December 31, 2023
Commercial
Risk Rating
Pass
Special Mention
Substandard
Doubtful
Total

Commercial
Current period gross charge-offs

Commercial Real Estate
Risk Rating
Pass
Special Mention
Substandard
Doubtful
Total

Commercial Real Estate
Current period gross charge-offs

Total
Risk Rating
Pass
Special Mention
Substandard
Doubtful
Total

Pass
Special Mention
Substandard
Doubtful

Total

Term Loans Amortized Costs Basis by Origination Year
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2023 2022 2021 2020 2019 Prior Total
$ 3,760,703 $ 6,091,841 $ 298819 $ 3,982,888 $ 340,008 249,967 14,724,226
$ 3,760,703 $ 6,091,841 $ 298819 $ 3982888 $ 340,008 249,967 14,724,226
$ -8 - s -8 -8 - - -
$ 5811,597 $ 4,771,743 $ 8,136,749 $ 2,652,535 $ 2,344,008 $ 12,038,787 35,755,419
- - - - - 143,936 143,936
$ 5811,597 $ 4,771,743 $ 8136749 $ 2652535 $ 2344008 $ 12,182,723 35,899,355
$ -8 -8 -8 -8 - - -
$ 9,572,300 $ 10,863,584 $ 8435568 S 6,635423 S 2,684,016 $ 12,288,754 50,479,645
- - - - - 143,936 143,936
$ 9572300 $ 10,863,584 $ 8435568 $ 6,635423 S 2,684,016 $ 12,432,690 50,623,581
December 31, 2022
Commercial
Commercial Real Estate
$ 13,469,284 $ 74,854,289
56,537 363,094
$ 13,525,821 $ 75,217,383



4. ALLOWANCE FOR CREDIT LOSSES (Continued)

Credit Quality Information (Continued)

For residential real estate and consumer loans, the Bank evaluates credit quality based on whether the loan is
considered performing or nonperforming. Loans are generally considered to be nonperforming when they
become 90 days past due unless they are well secured and/or in the process of collection. There were no revolving
loans in the portfolio at December 31, 2023, that had been converted to term. The following table presents the
balances of residential real estate and consumer loans by classes of loan portfolio based on payment performance:

Revolving
Term Loans Amortized Costs Basis by Origination Year Loans
Amortized
December 31, 2023 2023 2022 2021 2020 2019 Prior Cost Basis Total
Residential real estate
Payment Performance
Performing $ 19,891,516 $ 20,442,218 $ 15,893,497 $ 19,587,676 $ 8,228,912 §$ 27,466,246 $ 6,844,815 § 118,354,880
Nonperforming - - - - - - - -
Total $ 19,891,516 $ 20,442,218 $ 15,893,497 $ 19,587,676 $ 8,228,912 § 27,466,246 $ 6,844,815 § 118,354,880
Residential real estate
Current period gross charge-offs ~ $ -3 -3 - $ - $ - 8 -3 - $ -
Consumer -
Payment Performance
Performing N 1,373,203 § 800,507 $ 216,431 $ 248,955 $ 48,650 $ 1,457 § 131,569 $ 2,820,772
Nonperforming - - - - - - - -
Total S 1,373,203 § 800,507 $ 216,431 $ 248,955 $ 48,650 $ 1,457 § 131,569 $ 2,820,772
Consumer
Current period gross charge-offs ~ $ -3 -3 - $ 763§ - 8 -3 - $ -
Total -
Payment Performance
Performing S 21,264,719 $ 21,242,725 $ 16,109,928 $ 19,836,631 § 8,277,562 $ 27,467,703 $ 6,976,384 $ 121,175,652
Nonperforming - - - - - - - -
Total $ 21,264,719 $ 21,242,725 $ 16,109,928 $ 19,836,631 § 8,277,562 $ 27,467,703 § 6,976,384 § 121,175,652
December 31, 2022
Residential
Real Estate Consumer
Performing $ 63,806,987 $ 2,460,110
Nonperforming - 1,728
Total $ 63,806,987 $ 2,461,838
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4. ALLOWANCE FOR CREDIT LOSSES (Continued)

Age Analysis of Past-Due Loans by Class

The following table shows an aging analysis of past-due loans as of December 31, 2023 and 2022:

90 Days or
30-59 Days 60-89 Days Greater Total Total
December 31, 2023 Past Due Past Due Past Due Past Due Current Loans
Commercial $ - $ - $ - $ - 14,724,227 $ 14,724,227
Commercial real estate - - - - 35,678,074 35,678,074
Residential real estate 282,908 - 187,262 470,170 118,105,991 118,576,161
Consumer - 15,312 1,303 16,615 2,804,157 2,820,772
Total $ 282,908 $ 15312 § 188,565 $ 486,785 171,312,449 § 171,799,234
90 Days or Investment
30-59 Days 60-89 Days Greater Total Total 90 Days
December 31, 2022 Past Due Past Due Past Due Past Due Current Loans and Accruing
Commercial $ - $ - $ - $ - 13,525,821 $ 13,525,821 -
Commercial real estate - - 363,094 363,094 74,854,289 75,217,383 -
Residential real estate 126,866 17,484 - 144,350 63,662,637 63,806,987 -
Consumer - 21,718 15,652 37,370 2,424,468 2,461,838 13,924
Total $ 126,866 $ 39,202 $ 378,746 $ 544,814 154,467,215 $ 155,012,029 13,924

Nonaccrual Loans

There were no nonaccrual loans as of December 31, 2023.

Impaired Loans

There were no impaired loans as of December 31, 2022.

Modifications to Borrowers Experiencing Financial Difficulty

Occasionally, the Bank modifies loans to borrowers in financial distress by providing principal forgiveness, term
extension, an other-than-insignificant payment delay, or interest rate reduction. When principal forgiveness is

provided, the amount of forgiveness is charged off against the allowance for credit losses.

In some cases, the Bank provides multiple types of concessions on one loan. Typically, one type of concession,
such as a term extension, is granted initially. If the borrower continues to experience financial difficulty, another
concession, such as principal forgiveness, may be granted.

Upon the Bank’s determination that a modified loan (or portion of a loan) has subsequently been deemed
uncollectible, the loan (or a portion of the loan) is written off. Therefore, the amortized cost basis of the loan is
reduced by the uncollectible amount and the allowance for credit losses is adjusted by the same amount. ASC
310-10-50-44 indicates qualitative information should be disclosed, by portfolio segment, regarding how the

defaults are factored into determining the allowance for credit losses.
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5.

PREMISES AND EQUIPMENT

Major classifications of premises and equipment are summarized as follows at December 31:

2023 2022

Land and land improvements 827,756 $ 827,756
Bank buildings 4,523,712 4,377,239
Leasehold improvements 50,348 50,348
Furniture, fixtures, and equipment 2,413,080 2,331,580
7,814,896 7,586,923

Less accumulated depreciation 5,929,963 5,715,257
Total 1,884,933 $ 1,871,666

Depreciation charged to operations was $214,978 in 2023 and $232,709 in 2022.
DEPOSITS

Time deposits at December 31, 2023, mature $5,872,309, $1,553,290, $1,501,479, $987,280, and $570,997
during 2024, 2025, 2026, 2027, and 2028, respectively.

Time deposits include certificates of deposit in denominations of $250,000 or more. Such deposits aggregated
$1,514,268 and $1,002,642 at December 31, 2023 and 2022, respectively.

SHORT-TERM BORROWINGS

Short-term borrowings are from the FHLB. The outstanding balances and related information for short-term
borrowings are summarized as follows:

2023 2022
Balance, December 31 $ 27,150,000 $ 1,500,000
Maximum month-end balance during the year 27,150,000 1,500,000
Average balance during the year 10,519,784 132,191
Average year-end interest rate 5.68% 4.45%
Average interest rate during the year 7.69% 4.41%

Average balances outstanding during the year represent daily average balances, and average interest rates
represent interest expenses divided by average balance.

OTHER BORROWINGS

The Bank maintains an Open RepoPlus credit arrangement, which is renewable annually, with the FHLB. The
line maintains a variable rate of interest that may be reset daily at the FHLB’s discretion. The Bank’s maximum
borrowing capacity under the credit arrangement with the FHLB as of December 31, 2023, was approximately
$95 million. All borrowings from the FHLB are secured by a blanket lien on qualified collateral, defined
principally as investment securities and mortgage loans that are owned by the Bank, free and clear of any liens
or encumbrances, and the Bank’s investment in FHLB stock.

The Bank may request a Federal Reserve advance secured by acceptable collateral. The Bank’s maximum

borrowing capacity with the Federal Reserve Bank as of December 31, 2023, is approximately $98,363,000. The
Bank did not have outstanding advances at December 31, 2023 and 2022.
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OTHER BORROWINGS (Continued)

The Bank also maintains a $4.0 million federal funds line of credit with another financial institution. The Bank
did not have outstanding borrowings related to this line of credit at December 31, 2023 and 2022.

In addition, the Company maintains a line of credit at the Bank, which is eliminated during consolidation. The
Company did not have an outstanding balance at December 31, 2023 and 2022.

INCOME TAXES

The provision for income taxes consists of:

2023 2022
Federal income tax $ 464,015 $ 427,026
State income tax (3,133) (3,099)
Deferred (182,951) (40,345)
Total $ 277,931 $ 383,582

The tax effects of deductible and taxable temporary differences that gave rise to significant portions of the
deferred tax assets and deferred tax liabilities, respectively, are as follows at December 31:

2023 2022
Deferred tax assets:
Allowance for loan losses $ 211,731 $§ 202,230
Accrued pension expense 389,551 266,552
Net unrealized loss on securities - 274,232
Nonaccrual loan interest - 190
Lease liability 30,663 5,984
Unfunded commitments 7,706 -
Accrued bonus - 97
Total deferred tax assets 639,651 749,285
Deferred tax liabilities:
Prepaid pension expense (382,959) (212,379)
Deferred loan costs (10,518) (7,565)
Net unrealized gain on securities - -
Premises and equipment (55,090) (37,063)
Right-of-use asset (30,663) (5,984)
Total deferred tax liabilities (479,230) (262,991)
Net deferred tax asset $ 160,421 $ 486,294
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9.

10.

INCOME TAXES (Continued)

The reconciliation of the federal statutory rate and the Company’s effective income tax rate is as follows:

2023 2022
% of Pretax % of Pretax
Amount Income Amount Income
Provision at statutory rate $ 415,723 21.0 % $ 481,509 21.0
State income taxes (2,539) (0.1) (2,448) 0.1)
Effect of tax-exempt income (116,253) (5.9 (95,096) 4.1
Other, net (19,000) (1.1 (383) (0.1
Actual tax expense and
effective rate $ 277,931 139 % $ 383,582 16.7

U.S. generally accepted accounting principles prescribe a recognition threshold and a measurement attribute for
the financial statement recognition and measurement of a tax position taken or expected to be taken in a tax
return. Benefits from tax positions should be recognized in the financial statements only when it is more likely
than not that the tax position will be sustained upon examination by the appropriate taxing authority that would
have full knowledge of all relevant information.

A tax position that meets the more-likely-than-not recognition threshold is measured at the largest amount of
benefit that is greater than 50 percent likely of being realized upon ultimate settlement. Tax positions that
previously failed to meet the more-likely-than-not recognition threshold should be recognized in the first
subsequent financial reporting period in which that threshold is met. Previously recognized tax positions that no
longer meet the more-likely-than-not recognition threshold should be derecognized in the first subsequent
financial reporting period in which that threshold is no longer met. U.S. generally accepted accounting principles
also provides guidance on the accounting for and disclosure of unrecognized tax benefits, interest, and penalties.

There is currently no liability for uncertain tax positions and no known unrecognized tax benefits. The Company
recognized, when applicable, interest and penalties related to unrecognized tax benefits in the provision for
income taxes in the Consolidated Statement of Income. The Company’s federal and state income tax returns for
taxable years through 2019 have been closed for purposes of examination by the Internal Revenue Service and
the Pennsylvania Department of Revenue.

EMPLOYEE BENEFITS

The Bank sponsors a trusteed, noncontributory defined benefit pension plan (the “Plan”) covering certain
employees and officers. The Plan calls for benefits to be paid to eligible employees at retirement based primarily
upon years of service with the Bank and compensation rates. The Bank’s funding policy is to make annual
contributions, if needed, based upon the funding formula developed by the Plan’s actuary.

Effective January 1, 2015, a Plan amendment was approved that froze all employee participation and benefit

accruals under the Plan. Compensation received after the Plan freeze date will not be recognized for any purpose
under the Plan.
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10.

EMPLOYEE BENEFITS (Continued)

The following table sets forth the change in Plan assets and benefit obligation at December 31:

2023 2022
Change in benefit obligation:
Benefit obligation at beginning of year $ 1,347,391 $ 2,306,852
Interest cost 76,168 80,156
Actuarial loss 46,945 (430,325)
Benefits paid (14,716) (609,292)
Benefit obligation at end of year 1,455,788 1,347,391
Change in Plan assets:
Fair value of Plan assets at beginning of year 2,105,747 3,227,802
Actual return on Plan assets 282,481 (512,763)
Benefits paid (14,716) (609,292)
Fair value of Plan assets at end of year 2,373,512 2,105,747
Funded status $ 917,724 $ 758,356
Amounts recognized in accumulated other
comprehensive loss consist of:
Net loss $ 905,888 $ 1,105,716

The accumulated benefit obligation for the defined benefit pension plan was $1,455,788 and $1,347,391 at
December 31, 2023 and 2022, respectively.

Components of Net Periodic Benefit

2023 2022
Interest cost $ 76,168 $ 80,156
Expected return on Plan assets (145,812) (224,780)
Net amortization and deferral 110,104 54,244
Net periodic benefit (cost) $ 40,460 $ (90,380)
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10.

EMPLOYEE BENEFITS (Continued)

Assumptions

The weighted-average assumptions used to determine benefit obligations at December 31:

2023 2022

Discount rate 5.50 % 5.75 %
Rate of compensation increase N/A N/A

The weighted-average assumptions used to determine net periodic cost for years ended December 31:

2023 2022
Discount rate 5.50 % 3.50 %
Expected long-term return on Plan assets 7.00 7.00

The long-term rate of return on Plan assets gives consideration to returns currently being earned on Plan assets, as
well as future rates expected to be earned.

Plan Assets

The Bank’s defined benefit pension plan weighted-average asset allocations at December 31 by asset category are as
follows:

2023 2022
Equities 65.80 % 65.36 %
Fixed income 33.62 33.61
Cash and cash equivalents 0.58 1.03
Total 100.00 % 100.00 %

The Bank believes that the Plan’s risk and liquidity position are, in large part, a function of the asset class mix. The
Bank desires to utilize a portfolio mix that results in a balanced investment strategy. The target allocations are as
follows: equities, 65 percent, and fixed income, 35 percent.
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EMPLOYEE BENEFITS (Continued)

Plan Assets (Continued)

The following tables set forth, by level, within the fair value hierarchy, the Plan’s assets at fair value as of

December 31, 2023 and 2022:

Assets:

Cash and cash equivalents

Mutual funds - equity:
Large-cap value
Large-cap core
Mid-cap core
Small-cap core
International core
International value
Large-cap growth
Small/mid-cap growth

Mutual funds - fixed income:
Fixed income - U.S. core
Intermediate duration

Common/collective trusts - equity:

Large-cap value

Total assets at fair value

Assets:

Cash and cash equivalents

Mutual funds - equity:
Large-cap value
Large-cap core
Mid-cap core
Small-cap core
International core
International value
Large-cap growth
Small/mid-cap growth

Mutual funds - fixed income:
Fixed income - U.S. core
Intermediate duration

Common/collective trusts - equity:

Large-cap value

Total assets at fair value

$

$

$

$

December 31, 2023

Level I Level 11 Level 111 Total
13,750 $ - $ - $ 13,750
157,566 - - 157,566
207,829 - - 207,829
173,609 - - 173,609
183,592 - - 183,592
244,313 - - 244,313
153,082 - - 153,082
281,209 - - 281,209
797,710 - - 797,710
- 160,652 - 160,652
2,212,660 $ 160,652 $ - $ 2,373,312

December 31, 2022

Level I Level I1 Level I11 Total
21,636 $ - $ - $ 21,636
148,852 - - 148,852
174,934 - - 174,934
158,890 - - 158,890
111,194 - - 111,194
222,006 - - 222,006
137,682 - - 137,682
213,109 - - 213,109
53,164 - - 53,164
527,614 - - 527,614
180,212 - - 180,212
- 156,454 - 156,454
1,949,293 § 156,454 $ - $ 2,105,747
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11.

12.

13.

EMPLOYEE BENEFITS (Continued)

Investment Securities

The fair value of investment securities is equal to the available quoted market price. If no quoted market price is
available, fair value is estimated using the quoted market price for similar securities.

The methods described above may produce a fair value calculation that may not be indicative of net realizable value
or reflective of future fair values. Furthermore, while the Plan believes its valuation methods are appropriate and
consistent with other market participants, the use of different methodologies or assumptions to determine the fair
value of certain financial instruments could result in a different fair value measurement at the reporting date.

Cash Flows

The following benefit payments that reflect expected future service, as appropriate, are expected to be paid:

Pension

Benefit
2024 $ 47,983
2025 64,608
2026 66,150
2027 88,594
2028 99,063
2029 through 2033 516,385

The payment streams are based upon the normal form of payment, which is a monthly annuity benefit.
401(K) PROFIT SHARING PLAN

The Bank sponsors a qualified Section 401(k) deferred compensation plan for all eligible employees. An annual
profit-sharing contribution to the plan is determined each year by the Board of Directors. Bank contributions to the
401(k) Profit Sharing Plan are based on compensation and elected deferral amounts of the plan participants. The
contributions amounted to $94,180 and $92,507 for 2023 and 2022, respectively.

NON-QUALIFIED RETIREMENT PLANS

The Bank maintains non-qualified retirement plans for certain current and former officers and directors.
Supplemental executive retirement plans provide additional benefit payments for eligible officers upon meeting
vesting requirements that will require the Bank to make payments to the participating individuals subsequent to
retirement. In addition, the Bank also maintains compensation deferral plans for officers and directors. Expenses
for these non-qualified retirement plans were $449,061 and $96,300 for the years ended December 31, 2023 and
2022, respectively. The Bank has total accrued liabilities of $1,855,007 and $1,269,296 at December 31, 2023 and
2022, respectively.

COMMITMENTS
In the normal course of business, there are various outstanding commitments and contingent liabilities that are not
reflected in the accompanying consolidated financial statements. Commitments to extend credit are agreements to

lend to a customer as long as there is no violation of any condition established in the contract. Standby letters of
credit are conditional commitments issued by the Bank to guarantee the performance of a customer to a third party.
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14.

COMMITMENTS (Continued)

These commitments comprised the following at December 31:

2023 2022
Commitments to extend credit $ 9,608,696 $ 9,804,783
Standby letters of credit and financial guarantees 2,500 2,500
Total $ 9,611,196 $ 9,807,283

The instruments involve, to varying degrees, elements of credit and interest rate risk in excess of the amount
recognized in the Consolidated Balance Sheet. The Bank uses the same credit policies in making commitments and
conditional obligations as it does for on-balance sheet instruments. The amount of collateral obtained, as deemed
necessary, is based upon management’s credit evaluation in compliance with the lending policy guidelines.

Since many of the credit line commitments are expected to expire without being fully drawn upon, the total
contractual amounts do not necessarily represent future funding requirements.

Standby letters of credit and financial guarantees represent conditional commitments issued to guarantee
performance of a customer to a third party. The coverage period for these instruments is typically a one-year period,
with renewal option subject to prior approval by management. For secured letters of credit, the collateral is typically
Bank deposit instruments.

As of December 31, 2023, the reserve on unfunded commitments was $36,693.

REGULATORY RESTRICTIONS

Loans

Federal law prevents the Company from borrowing from the Bank unless the loans are secured by specified collateral.
Further, such secured loans are limited in amount to 10 percent of the Bank’s common stock and capital surplus.

Dividend Limitation

The Bank is subject to dividend restrictions by both the Board of Governors of the Federal Reserve System and the
Pennsylvania Department of Banking and Securities. Under the Board of Governors of the Federal Reserve System,
the Bank is subject to a dividend restriction that generally limits the amount of dividends that can be paid by a state
member bank. Nonobjection of the Board of Governors of the Federal Reserve System is required if the total of all
dividends declared by a state member bank in any calendar year exceeds net profits, as defined for the year, combined
with its retained net profits for the two preceding calendar years less any required transfers to surplus. The
Pennsylvania Banking Code also restricts the availability of capital funds for the payment of dividends by all
state-chartered banks to the surplus of the Bank. Accordingly, at December 31, 2023, the balance in the Bank’s
capital surplus account totaling $3,400,000 is unavailable for dividends.

Regulatory Capital Requirements

Federal regulations require the Company and Bank to maintain minimum amounts of capital. Specifically, the
Company and the Bank are required to maintain certain minimum dollar amounts and ratios of total capital, common
equity Tier 1 capital, and Tier 1 capital to risk-weighted assets, and Tier 1 capital to average total assets.
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REGULATORY RESTRICTIONS (Continued)

Regulatory Capital Requirements (Continued)

In addition to the capital requirements, the Federal Deposit Insurance Corporation Improvement Act (FDICIA)
established five capital categories ranging from
institution fail to meet the requirements to be considered “adequately capitalized,” it would become subject to a series
of increasingly restrictive regulatory actions.

well capitalized” to “critically undercapitalized.” Should any

As of December 31, 2023 and 2022, the Federal Deposit Insurance Corporation categorized the Company and the
Bank as well capitalized under the regulatory framework for prompt corrective action. To be classified as a well-
capitalized financial institution, total risk-based, common equity Tier 1, Tier 1 risk-based, and Tier 1 leverage capital
ratios must be at least 10 percent, 6.5 percent, 8 percent, and 5 percent, respectively.

The following table sets forth the Company’s capital position and minimum requirements as of December 31.

Total capital

(to risk-weighted assets)
Actual
For capital adequacy purposes
To be well capitalized

Common equity Tier 1 capital
(to risk-weighted assets)

Actual

For capital adequacy purposes

To be well capitalized

Tier 1 capital

(to risk-weighted assets)
Actual
For capital adequacy purposes
To be well capitalized

Tier 1 capital
(to average assets)
Actual
For capital adequacy purposes
To be well capitalized

2023 2022

Amount Ratio Amount Ratio

25,874,808 20.77 % $ 25,229,113 22.28
9,966,080 8.00 9,059,360 8.00
12,457,600 10.00 11,324,200 10.00
24,602,808 19.75 % $§ 24,041,114 21.23
5,605,920 4.50 5,095,890 4.50
8,097,440 6.50 7,360,730 6.50
24,602,808 19.75 % $§ 24,041,114 21.23
7,474,560 6.00 6,794,520 6.00
9,966,080 8.00 9,059,360 8.00
24,602,808 1246 % $ 24,041,114 13.02
7,895,560 4.00 7,384,080 4.00
9,869,450 5.00 9,230,100 5.00
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15.

REGULATORY RESTRICTIONS (Continued)

Regulatory Capital Requirements (Continued)

The following table sets forth the Bank’s capital position and minimum requirements as of December 31.

Total capital

(to risk-weighted assets)
Actual
For capital adequacy purposes
To be well capitalized

Common equity Tier 1 capital
(to risk-weighted assets)

Actual

For capital adequacy purposes

To be well capitalized

Tier 1 capital

(to risk-weighted assets)
Actual
For capital adequacy purposes
To be well capitalized

Tier 1 capital
(to average assets)
Actual
For capital adequacy purposes
To be well capitalized

2023 2022

Amount Ratio Amount Ratio
21,980,746 17.64 % $ 21,312,166 18.82 %
9,966,080 8.00 9,059,360 8.00
12,457,600 10.00 11,324,200 10.00
20,708,746 16.62 % $ 20,124,166 17.77 %
5,605,920 4.50 5,095,890 4.50
8,097,440 6.50 7,360,730 6.50
20,708,746 16.62 % $ 20,124,166 17.77 %
7,474,560 6.00 6,794,520 6.00
9,966,080 8.00 9,059,360 8.00
20,708,746 10.50 % $ 20,124,166 10.90 %
7,887,560 4.00 7,384,080 4.00
9,859,450 5.00 9,230,100 5.00

FAIR VALUE MEASUREMENTS

The following disclosures show the hierarchal disclosure framework associated with the level of pricing observations
utilized in measuring assets and liabilities at fair value. The three broad levels defined by U.S. generally accepted
accounting principles are as follows:

Level I:

Level II:

Level I11:

Quoted prices are available in active markets for identical assets or liabilities as of the reported date.

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

Valuations derived from valuation techniques in which one or more significant inputs or significant
value drivers are unobservable.

This hierarchy requires the use of observable market data, when available.
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FAIR VALUE MEASUREMENTS (Continued)
The following tables present the assets reported on the Consolidated Balance Sheet at their fair value as of

December 31, 2023 and 2022, by level within the fair value hierarchy. Financial assets and liabilities are classified
in their entirety based on the lowest level of input that is significant to the fair value measurement.

December 31, 2023

Level I Level 11 Level 111 Total

Assets measured on a

recurring basis:
U.S. government agency securities $ - $ 2,091,688 $ - $ 2,091,688
Obligations of states and

political subdivisions - 10,545,869 - 10,545,869
Mortgage-backed securities

Government-sponsored entities - 243,099 - 243,099

Total $ - $ 12,880,656 $ - $ 12,880,656
December 31, 2022
Level I Level 11 Level 111 Total

Assets measured on a

recurring basis:
U.S. government agency securities $ - $ 2,570,298 $ - $ 2,570,298
Obligations of states and

political subdivisions - 11,768,424 - 11,768,424
Corporate securities - 1,488,953 - 1,488,953
Mortgage-backed securities

Government-sponsored entities - 271,941 - 271,941

Total $ - $ 16,099,616 $ - $ 16,099,616

There were no assets measured on a nonrecurring basis at December 31, 2023 and 2022.
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17.

FAIR VALUE DISCLOSURE OF FINANCIAL INSTRUMENTS

The fair value of the Bank’s financial instruments not recorded at fair value on a recurring basis is as follows:

December 31, 2023

Carrying Fair
Value Level 1 Level 11 Level 111 Value
Financial assets:
Net loans $ 170,613,824 $ - $ - $ 156,725,838 $ 156,725,838
Financial labilities:
Deposits $ 145,025,036 $ 134,476,865 $ - $ 10,255,214 $ 144,732,079
December 31, 2022
Carrying Fair
Value Level 1 Level 11 Level 111 Value
Financial assets:
Net loans $ 153,857,794 $ - $ - $ 146,223,854 $ 146,223,854
Financial liabilities:
Deposits $ 156,786,646 $ 147,060,342 $ - $ 9,199,313 $§ 156,259,655

For cash and cash equivalents, restricted stock, bank-owned life insurance, accrued interest receivable, short-term
borrowings, and accrued interest payable, the carrying value is a reasonable estimate of fair value, and considered a

Level I measurement.

ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS)

The following table presents the changes in accumulated other comprehensive income (loss) by component net of

tax for the years ended December 31, 2023 and 2022:

Unrealized Gains (Losses)

on Available-for-Sale Unrecognized
Securities Pension Costs Total

Balance as of December 31, 2021 $ 447,999 $ (673,666) $ (225,667)
Other comprehensive loss before

reclassification (1,479,634) (254,094) (1,733,728)
Amount reclassified from accumulated other

comprehensive income (loss) - 54,244 54,244
Balance as of December 31, 2022 (1,031,635) (873,516) (1,905,151)
Other comprehensive (loss) income before

reclassification 383,650 70,882 454,532
Amount reclassified from accumulated other

comprehensive income (loss) - 86,982 86,982
Balance as of December 31, 2023 $ (647,985) $ (715,652) $ (1,363,637)
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18.

ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS) (Continued)

The following tables present significant amounts reclassified out of each component of accumulated other
comprehensive income (loss) for the years ended December 31, 2023 and 2022:

Amount Reclassified
from Accumulated

Other Comprehensive Affected Line Item in the
December 31, 2023 Income (Loss) Consolidated Statement of Income
Unrecognized pension costs $ 139,372 Other noninterest expense
(29,268) Income tax expense
$ 110,104 Net of tax
December 31, 2022
Unrecognized pension costs $ (68,663) Other noninterest expense
14,419 Income tax expense
$ (54,244) Net of tax

LEASES

The Bank leases one office location under an operating lease. Several assumptions and judgments were made when
applying the requirements of Topic 842 to the Bank’s existing lease commitments, including the allocation of
consideration in the contracts between lease and nonlease components, determination of the lease term, and
determination of the discount rate used in calculating the present value of the lease payments.

The lease cost associated with the operating leases for the year ended December 31, 2023, amounted to $28,800. The
right-of-use asset associated with operating leases amounted to $146,016 at December 31, 2023. The lease liability
associated with operating leases amounted to $146,016 at December 31, 2023.

Management considers the Bank’s historical pattern of exercising renewal options on leases and the positive
performance of the leased locations, when determining whether it is reasonably certain that the leases will be
renewed. If management concludes that there is reasonable certainty about the renewal option, it is included in the
calculation of the remaining term of each applicable lease. The discount rate utilized in calculating the present value
of the remaining lease payments for each lease was the Federal Home Loan Bank of Pittsburgh advance rate
corresponding to the original maturity of the lease. The following table presents the remaining lease term and
discount rate for the leases outstanding at December 31, 2023.

Operating
Remaining term 60 months
Discount Rate 4.17%

Undiscounted cash flows due in: Operating

2024 $ 32,400
2025 32,400
2026 32,400
2027 32,400
2028 32,400
Total undiscounted cash flow: 162,000
Discount on cash flows (15,984)
Total lease liability $ 146,016
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SUBSEQUENT EVENTS

The Company assessed events occurring subsequent to December 31, 2023, through March 5, 2024, for potential
recognition and disclosure in the consolidated financial statements. No events have occurred that would require
adjustment to or disclosure in the consolidated financial statements that were issued March 5, 2024.
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Locations

Main Office
201 North Warren Avenue
Apollo, PA 15613

Second Street Drive Thru
312 North Second Street
Apollo, PA 15613

Allegheny Township Office
501 Hyde Park Road
Leechburg, PA 15656

North Apollo Office
2113 River Road
North Apollo, PA 15673

North Washington Office
697 Sportsman Drive

Apollo, PA 15613

Spring Church Office
1696 State Route 56
Spring Church, PA 15686

Loan Office
1250 Freeport Road
Pittsburgh, PA 15238

724-478-3151 e apollotrust.com

Apollo Bancorp, Inc. common stock is traded
Over-the-Counter on OTC Pink under the symbol APLO.
Recent trades and current bid-ask prices may be viewed at:
otcmarkets.com

Apollo Bancorp, Inc. also serves as its own stock transfer agent.
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