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As of and for the Years Ended December 31st 		

Income Statement: 
Interest Income	 $	 0,000,000 	 $	 00,000	 $	 00,000
Interest expense		  0,000,000 		  00,000		  00,000
Net Interest Income		  0,000,000 		  00,000		  00,000
Provision for credit losses		  0,000,000 		  00,000		  00,000
Noninterest income		  0,000,000 		  00,000		  00,000
Noninterest expense		  0,000,000 		  00,000		  00,000
Income before income taxes		  0,000,000 		  00,000		  00,000
Net income		  0,000,000 		  00,000		  00,000

Balance Sheet Data:
Period end balance sheet data	 $	 0,000,000 	 $	 00,000	 $	 00,000
	 Loans		  0,000,000 		  00,000		  00,000
	 Earning assets		  0,000,000 		  00,000		  00,000
	 Total assets		  0,000,000 		  00,000		  00,000
	 Noninterest bearing deposits		  0,000,000		  00,000		  00,000
	 Total deposits		  0,000,000 		  00,000		  00,000
	 Stockholders equity		  0,000,000 		  00,000		  00,000

Common Shares Data:
Earnings per common share	 $	 1,234,500 	 $	 00,000	 $	 00,000
Cash dividends per common share		  1,234,500 		  00,000		  00,000
Book Value per share		  00,000		  00,000		  00,000
Tangible book value per share		  00,000		  00,000		  00,000
Adjusted book value per share (excluding impact of AOCI)		  1,234,500 		  00,000		  00,000
Weighted average number of shares		  00,000		  00,000		  00,000
Shares outstanding		  0,000,000 		  0,000,000		  0,000,000

Performance and other data:
Return on average assets		  0.00%		  0.00%		  0.00%
Return on average equity		  0.00%		  0.00%		  0.00%
Tangible common equity		  0.00%		  0.00%		  0.00
Net interest margin (tax-equivalent)		  0.00%		  0.00%		  0.00%
Efficiency ratio		  0.00%		  0.00%		  0.00%
Allowance for credit loss as a percentage of total loans		  0.00%		  0.00%		  0.00%
Annualized net charge-offs to average loans		  0.00%		  0.00%		  0.00%
Nonperforming assets to total assets 
FTE headcount		  0.00%		  0.00%		  0.00%

FINANCIAL HIGHLIGHTS
(Dollars in thousands, except per share data)

	 2025 	 2024 	 2023

$	 0.19%
	 2.74%
	 7.38%
	 2.06%
	 92.50%
	 1.03%
	 0.16%
	 0.59%
	 213

$	 1.21
	 1.72
	 46.33
	 46.18
	 59.11
	 2,190,783
	 2,190,510

$	 50,537
	 25,157
	 25,380
	 700
	 7,669
	 30,570
	 1,779
	 2,646

$	 782,768
	 1,348,242
	 1,415,163
	 114,898
	 1,204,113
	 93,961

$	 0.23%
	 3.40%
	 6.62%
	 1.80%
	 92.05%
	 0.91%
	 0.10%
	 0.33%
	 211

$	 762,411
	 1,311,183
	 1,371,717
	 117,464
	 1,185,556
	 101,487

$	 1.46
	 1.72
	 44.00
	 43.84
	 59.21
	 2,180,921
	 2,135,540

$	 54,654
	 32,346
	 22,308	
	 86
	 12,007
	 31,588
	 2,641
	 3,193

$	 61,458
	 31,288
	 30,170
	 751
	 8,395
	 32,263
	 5,551
	 5,338

$	 881,272
	 1,441,172
	 1,517,332
	 120,847
	 1,203,651
	 108,685

$	 2.51
	 1.72
	 51.31
	 51.15
	 60.36
	 2,124,241
	 2,118,389

$	 0.37%
	 5.37%
	 7.14%
	 2.27%
	 83.66%
	 0.77%
	 0.14%
	 0.30%
	 201
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TO OUR VALUED 

	 SHAREHOLDERS 
Allison S. Johnson
President, Chief Executive Officer  
& Chief Financial Officer

2025 was a year defined by disciplined execution and renewed 
momentum. We entered the year with a clear plan: tighten 
funding discipline, reposition the balance sheet toward 
higher-quality earning assets, protect credit, and rebuild core 
profitability. Quarter by quarter, we delivered. The results 
reflect not just improvement, but a sustained upward trajectory 
that positions the Bank for durable performance. 

Net income increased from $775 thousand in the first quarter to more than $1.6 million in both the third and fourth 
quarters. Return on average assets and return on average equity strengthened accordingly. Net interest margin expanded 
each quarter, rising from 2.09% to 2.38% by year end, driven by improved asset mix, disciplined funding management, 
and stronger balance sheet positioning.

We grew high-quality earning assets while maintaining sound credit discipline. Total loans increased from $790.6 million 
in March to $881.3 million at year end, supported by commercial growth and selective strategic mortgage purchases. 
Deposits remained stable despite competitive pressures, reflecting deeper customer relationships and targeted 
campaigns. The loan-to-deposit ratio improved to 73.2%, demonstrating efficient deployment of funds while preserving 
liquidity. Credit quality remained strong, with no meaningful increase in problem assets.

Stockholders’ equity strengthened, and tangible book value per share increased to $51.15. This capital foundation 
provides flexibility and resilience as we enter 2026.

Our priorities for the coming year are clear. We do not intend to materially expand total earning assets. Instead, we will 
continue rotating the balance sheet, reducing lower-yielding securities and redeploying capital into high-quality loans 
where risk-adjusted returns are superior. At the same time, we have a meaningful opportunity to reduce funding costs. 
Approximately $65 million of funding matures this summer at a weighted average rate of 4.35%. Comparable funding 
today is near 3.55%, with the possibility of further declines as market rates adjust. This repricing alone presents a tangible 
margin opportunity without increasing balance sheet size.

2026 will be a year focused on process improvement and operating efficiency. Strengthening systems, refining workflows, 
and improving cost discipline will enhance long-term earnings quality and operating leverage. The foundation is in place. 
Execution now becomes the differentiator.

Thank you for your continued trust and confidence.
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Rex W. McQuaide, Esq. 
Chairman
1st Summit Bancorp  
& 1st Summit Bank
MCS Logistics, Inc. 
Challenge Warehousing, Inc. 
Centerport, Inc.

Allison S. Johnson 
President, CEO & CFO
1st Summit Bancorp
& 1st Summit Bank

Robert P. Gardill, II 
General American  
Resources, Inc.

Jennifer H. Lunden, Esq. 
Hergenroeder Rega Ewing  
& Kennedy, LLC

Jacqueline M. Martella 
Martella’s Pharmacies 
Boswell Prescription/
Boswell Pharmacy  
Services, LLC

John W. McCall
McCall Motors, Inc.

Michael E. Ondesko, Jr. 
Dunlo Transfer Co., Inc. 
Dunlo Realty, Inc.

Edward J. Sheehan, Jr. 
Concurrent Technologies 
Corporation

DIRECTORS EMERITI 
Barry M. Alberter
Dominic A. Bellvia
Robert P. Gardill

Bancorp Corporate Officers

Allison S. Johnson 
President, CEO & CFO

Timothy W. Smith
Senior Vice President  
& Secretary

Polly A. Previte
Senior Vice President

Michael J. Paulman
Senior Vice President

Senior Leadership Team

Allison S. Johnson 
President, CEO & CFO

Timothy W. Smith
Senior Vice President
Chief Information Officer

Joseph P. Kelly, Jr.
Senior Vice President
Chief Credit Officer

Tobie Gunby
Vice President
Chief Human Resources 
Officer

Polly A. Previte
Senior Vice President
Head of Retail Banking

Michael J. Paulman
Senior Vice President
Chief Lending Officer

Domenic M. Cagliuso
Senior Vice President
Senior Wealth Management 
Division Head

1st Summit Bancorp and 1st Summit Bank  
Board of Directors
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In 2025, 1st Summit Bank continued to build on the values 
of service, stability, and a commitment to the community 
that have guided us for more than a century.  

 
This year brought meaningful progress across the 
organization, from strategic leadership additions and 
operational advancements to transformative investments 
in our region and hands-on community impact. Together, 
these efforts reflect our unwavering belief that the strength 
of our bank is measured not only in financial performance, 
but in the people, places, 
and purpose that drive us 
forward. 
 
Investing in People

As we expand our footprint 
and strengthen our 
capabilities, we welcomed 
and elevated key leaders 
who will help shape the next 
era of 1st Summit Bank.

Drew Nedzinski joined the 
bank as Senior Business 
Relationship Manager, 
bringing extensive 
experience and a passion 
for helping businesses 
grow. Drew now serves 
Clearfield, Elk, Jefferson, 
Centre, and Blair Counties, 
regions where we are 
actively expanding. His 
mission is clear: support local businesses with customized 
financial solutions that help them thrive. Drew’s expertise 
and community-focused approach position 1st Summit for 
continued growth across these markets.

We also celebrated the promotion of Jessica Marshall to 
Chief Risk and Compliance Officer, a role that is essential 
to our stability as a financial institution. Jessica’s leadership 
ensures that our risk practices evolve with the industry, 
regulatory expectations, and the needs of our customers. 

Her strategic vision will help build a stronger operational 
foundation for years to come.

In one of the more memorable moments of the year, we 
welcomed the return of Kathy Berkebile, Senior Business 
Relationship Manager. After rejoining 1st Summit, Kathy 
immediately reconnected with business customers across 
Cambria and the surrounding counties. Her longstanding 
relationships and deep understanding of local business needs 
are an invaluable asset to the communities she serves.

A Transformational 
Milestone
This year, 1st Summit 
Bank marked one of the 
most significant strategic 
investments in our 100-
year history by signing a 
purchase agreement for the 
Crown American Building in 
downtown Johnstown.

As a landmark in the heart 
of the city, the building 
stands as a symbol of local 
resilience and renewal. 
For 1st Summit Bank, this 
purchase represented 
far more than a real 
estate investment; it is a 
commitment to Johnstown 
and to our employees. It is 
a commitment to remain a 
stabilizing force in the area 

for the next century just as we have been for the last.

“All of our progress this year, financial, operational, 
and cultural, has positioned us to take this step with 
confidence,” said Allison Johnson, President and CEO of 
1st Summit Bancorp of Johnstown. “A building with our 
name on it is a promise—a promise that we are here, that 
we are invested, and that we intend to remain.”
More than ninety employees will relocate to the building 

2025

ANNUAL RECAP 
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once renovations are completed, creating a modern, 
collaborative workspace that will reflect our growth and our 
future. Notably, this investment will not impact any of our 
Community Office locations; all offices will remain open and 
fully operational.

As the building transitions into its next chapter, its renewed 
purpose will demonstrate the strength, stability, and 
optimism that defines 1st Summit Bank.

Enhancing the Customer Experience
Our commitment to innovation continued in 2025 with 
several important technological improvements designed to 
offer greater convenience to customers and more efficient 
processes for employees.

We made significant progress toward sustainability 
and digital efficiency. In November, Deposit Operations 
implemented new paperless processes that eliminated the 
need to print daily reports and maintenance requests. All 
materials are now handled electronically through Synergy, 
our long-term document storage system. This change 
reduces paper waste, speeds up workflows, and supports a 
cleaner, more efficient operation.

In March, we completed a major conversion to Jack Henry 
debit cards. The conversion improved our efficiency by 

eliminating the need for separate systems; debit card 
data now connects directly with our core, streamlining 
maintenance and back-office work. This upgrade included 
a mass re-issuance of debit cards, now featuring modern 
contactless, tap-to-pay capability.

In October, we expanded our ATM access by partnering 
with Sheetz to offer surcharge-free ATM access at every 
Sheetz location. Our customers now have nationwide 
access to more than 800 ATMs providing unmatched 
convenience.

These advancements reflect our commitment to blend 
convenience, security, and innovation, and ensure our 
customers receive the best experience possible at every 
touchpoint.

Supporting Our Communities
At the heart of our mission is the belief that strong 
communities are built through presence, compassion, and 
action. In 2025, 1st Summit Bank embraced that mission 
wholeheartedly.

Our employees dedicated countless hours to supporting 
children and families through programs like the Salvation 
Army Toy Shop, the Angel Tree Program, the Needy 
Children’s Shopping Tour, and the Cambria County 
Backpack Project. We are proud of the hours they donated 
to ensure local children felt safe, warm, and cared for 
during the winter months. 

Through our Prime Connections events, we collected 
diapers, food, and school supplies to meet essential needs 
for families throughout the region.

Our teams partnered with Hosanna Industries on multiple 
projects to repair, remodel, and build homes for veterans 
and individuals relying on the Women’s Help Center.
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At festivals, parades, 
Light Up Nights, and 
school career days, our 
employees showed up, 
not just as bankers, but 
as neighbors invested 
in the success of every 
community we serve.

We honored the legacy 
of our former President 
Elmer C. Laslo by 
participating in the 
Leukemia & Lymphoma 
Society’s Light the 
Night Walk and by 
volunteering at the 
Community Arts Center 
of Cambria County’s Holly Bazaar and the Log House 
Arts Festival, which was dedicated to Elmer.

Through Jeans Days, raffles, and other internal 
fundraising efforts, employees raised more than
$20,000 for organizations, including United Way, 
Wreaths Across America, the Allison N. Vaughn 
Memorial Fund, and the Leukemia & Lymphoma 
Society. And in a moment of both courage and

camaraderie, our Polar Plunge team braved the icy 
waters of Canoe Creek to support Special Olympics.

The holiday season brought its own special efforts, 
including helping to assemble the 36-foot musical 
Christmas tree for Discover Downtown Johnstown, a 
tradition we have supported every year since its debut 11 
years ago.

These acts (big 
and small) reflected 
the heart of 1st 
Summit Bank’s 
compassionate 
employees who 
showed up, helped 
out, and made a 
difference.

To our shareholders, 
employees, and 
customers - thank 
you for trusting us, 
and believing in 
what we can build 
together.
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INDEPENDENT AUDITOR’S REPORT
Board of Directors and Stockholders
1ST SUMMIT BANCORP of Johnstown, Inc.
Johnstown, Pennsylvania

Opinion

We have audited the accompanying consolidated financial statements of 1ST SUMMIT BANCORP of Johnstown, Inc. 
(the “Company”), which comprise the consolidated balance sheets as of December 31, 2025 and 2024; the related 
consolidated statements of income, comprehensive (loss) 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, 2025 and 2024, 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.

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 error.

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.
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Auditor’s Responsibility for the Audit of the Financial Statements (continued) 

In performing an audit in accordance with GAAS, we:

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

•	 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 
Financial Highlights and the Letter to Our Shareholders 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. 

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.

Cranberry Township, Pennsylvania
March 4, 2026  

S.R. Snodgrass, P.C. d/b/a S.R. Snodgrass, A.C. in West Virginia

PITTSBURGH, PA
2009 Mackenzie Way • Suite 340
Cranberry Township, PA 16066
(724) 934-0344

PHILADELPHIA, PA
161 Washington Street • Suite 200
Conshohocken, PA 19428
(610) 278-9800

WHEELING, WV
980 National Road
Wheeling, WV 26003
(304) 233-5030

STEUBENVILLE, OH
511 N. Fourth Street
Steubenville, OH 43952
(304) 233-5030
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Consolidated Balance Sheets
(Dollars in thousands, except per share data)

See accompanying notes to the consolidated financial statements.
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Consolidated Statements of Income						    
(Dollars in thousands, except per share data)

See accompanying notes to the consolidated financial statements.
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Consolidated Statements of Comprehensive Income (Loss)	
(Dollars in thousands, except per share data)

Consolidated Statements of Changes in Stockholders’ Equity					   
(Dollars in thousands, except per share data)	

See accompanying notes to the consolidated financial statements.

See accompanying notes to the consolidated financial statements.
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Consolidated Statements of Cash Flows
(Dollars in thousands, except per share data)

See accompanying notes to the consolidated financial statements.
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1.SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A summary of the significant accounting and reporting policies 
applied in the presentation of the accompanying financial 
statements follows:

Nature of Operations and Basis of Presentation
The consolidated financial statements include the accounts of 
1ST SUMMIT BANCORP of Johnstown, Inc. (the “Company” or 
“1st Summit”). All significant intercompany transactions have been 
eliminated in consolidation. The investment in subsidiaries on 
the parent company financial statements is carried in the parent 
company’s equity and equals the underlying net assets of the 
subsidiaries.

The Company is a Pennsylvania company organized to become 
the holding company of the Bank. The Bank is a state-chartered 
bank located in Pennsylvania. The Company’s principal sources 
of revenue emanate from its portfolio of residential real estate, 
commercial mortgage, commercial, and consumer loans, its 
investment portfolio, as well as trust and a variety of deposit 
services to its customers through seventeen Bank offices and one 
Bank Loan Production Office (“LPO”). The Company is supervised 
by the Board of Governors of the Federal Reserve System, while 
the Bank is subject to regulation and supervision by the Federal 
Deposit Insurance Corporation. The Bank and the LPO are 
regulated by the Pennsylvania Department of Banking.

The accounting and reporting policies of 1st Summit conform with 
accounting principles generally accepted in the United States 
(“GAAP”) and to general practice with the financial industry. 
Following is a description of the more significant accounting 
policies.

Use of Estimates
The preparation of financial statements in conformity with GAAP 
requires management to make estimates and assumptions that 
affect the reported amounts of assets and liabilities and disclosure 
of contingent assets and liabilities at the date of the consolidated 
financial statements and the reported amounts of revenues 
and expenses during the reporting period. Actual results could 
materially differ from those estimates. 

Material estimates subject to significant change include the 
allowance for credit losses, the expected cash flows and collateral 
values associated with loans that are individually evaluated 
for credit losses, the carrying value of other real estate owned 
(“OREO”), the fair value of financial instruments, and deferred 
income tax assets.

Cash and Cash Equivalents
For purposes of the Consolidated Statements of Cash Flows, 
cash and cash equivalents include cash on hand, balances due 
from banks, and federal funds sold, all of which mature within 
ninety days or less.

Restrictions on Cash and Due from Bank Accounts
The Bank is required to maintain certain minimum cash reserves. 
As of both December 31, 2025 and 2024, there was no cash 
reserve balances required to be maintained at the Federal 
Reserve Bank of Philadelphia because the bank had sufficient 
cash available. 

Investment Debt and Equity Securities
Management determines the appropriate classification of 
debt securities at the time of purchase and re-evaluates such 
designation as of each balance sheet date. 

Investment securities classified as available for sale are those 
securities that the Bank intends to hold for an indefinite period of 
time but not necessarily to maturity. Securities available for sale 
are carried at fair value. Any decision to sell a security classified 
as available for sale would be based on various factors, including 
significant movements in interest rates, changes in the maturity 
mix of the Bank’s assets and liabilities, liquidity needs, regulatory 
capital considerations, and other similar factors. Unrealized 
gains or losses are reported as increases or decreases in other 
comprehensive income (loss), net of the deferred tax effect. 
Realized gains or losses, determined on the basis of the cost of 
the specific securities sold, are included in earnings. Premiums 
and discounts are recognized in interest income using the interest 
method over the term of the securities. 

Investment securities classified as held to maturity are those 
securities the Bank has both the intent and ability to hold to 
maturity regardless of changes in market conditions, liquidity 
needs, or changes in general economic conditions. These 
securities are carried at cost, adjusted for the amortization of 
premium and accretion of discount, and computed by a method 
that approximates the interest method over the terms of the 
securities. 

The Company reports its equity securities with readily 
determinable fair values at fair value on the Consolidated Balance 
sheet, with realized and unrealized gains and losses reported on 
the Consolidated Statements of Income. The Company did not 
sell any equity securities during the year ended December 31, 
2025. During the year ended December 31, 2024, the Company 
sold $6.0 million of equity securities, and recognized a gain of 
$233 thousand. Dividends on equity securities are recognized as 
income when earned. Dividends recognized for the years ended 
December 31, 2025 and 2024 were $16 thousand and $167 
thousand, respectively.

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. Any 
impairment that has not been recorded through an allowance for 
credit losses is recognized in other comprehensive income. 
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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 $1.8 million at December 31, 2025 and 2024 and is 
included within accrued interest receivable 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.

Allowance for Credit Losses -  
Held-to-Maturity Securities
The Bank measures expected credit losses on held-to-maturity 
debt securities, which are comprised of U.S. government 
agency securities, residential mortgage-backed securities, 
and obligations of states and political subdivisions. The Bank’s 
residential mortgage-backed security holdings are issued by 
U.S. government entities and agencies and are either explicitly 
or implicitly guaranteed by the U.S. government, are highly rated 
by major rating agencies and have a long history of no credit 
losses. The Bank’s obligations of states and political subdivision 
holdings are also highly rated by major rating agencies and have 
a long history of no credit losses. Based on the historical activity 
and credit worthiness of the issuer, expected credit losses are not 
significant and no ACL has been recorded.

Accrued interest receivable on held-to-maturity debt securities 
totaled $656 thousand at December 31, 2025 and $727 thousand 
at December 31, 2024 and is included within accrued interest 
receivable on the consolidated balance sheet. This amount is 
excluded from the estimate of expected credit losses. Held-to-
maturity 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 held-to-maturity 
debt securities are placed on nonaccrual status, unpaid interest 
credited to income is reversed.

Investment in Federal Home Loan Bank (“FHLB”) Stock
The Bank is a member of the FHLB of Pittsburgh and, as such, is 
required to maintain a minimum investment in stock of the FHLB 
that varies with the level of advances outstanding with the FHLB. 
The stock is bought 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. 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 with 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. There was no impairment of the FHLB stock 
as of December 31, 2025 or 2024.

Loans Receivable
Loans receivable that management has the intent and ability 
to hold for the foreseeable future or until maturity or payoff are 
reported at their outstanding unpaid principal balances, net of 
unearned income. Accrued interest receivable totaled $2.8 million 
at December 31, 2025 and $2.6 million at December 31, 2024 and 
was reported in accrued interest receivable on the consolidated 
balance sheet and is excluded from the estimate of credit losses. 
Interest from installment loans is recognized in income based 
on the simple-interest method, actuarial method, or sum-of-the-
month’s-digits method depending on which entity originated the 
loans. All three methods result in approximate level rates of return 
over the terms of the loans. Interest on real estate mortgages 
and commercial loans 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. 

The loans receivable portfolio is segmented into commercial 
and consumer loans. Commercial loans consist of the following 
classes: Commercial construction, commercial and industrial 
loans, and commercial real estate loans. Consumer loans 
consist of the following classes: residential real estate loans, and 
consumer loans.

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 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 credits to income in the current year is reversed 
and unpaid interest accrued in prior years is charged against 
the allowance for credit losses. Interest 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 judgement 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 
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loss experience, our peers 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: Commercial and 
industrial loans, commercial real estate-nonowner occupied, 
commercial real estate-all other, construction, residential real 
estate, and consumer loans. The bank measures the allowance 
for credit losses using the weighted average remaining maturity 
(WARM) method for all segments. 

Historical credit loss experience of our peer banks is the basis 
for the estimation of expected credit losses. We apply historical 
loss rates to pools of loans with similar 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. Our 
reasonable and supportable forecast adjustment is based on 
the unemployment forecast, GDP forecast, and management 
judgement. For periods beyond our reasonable and supportable 
forecast, we revert to historical loss rates utilizing a straight-line 
method over an eight-quarter reversion period. The qualitative 
adjustments for current conditions are based upon changes 
in lending policies and practices, experience and ability of 
lending staff, quality of the Bank’s loans review system, 
value of underlying collateral, the existence of and changes 
in concentrations and other external factors. 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 loans that 
meet the following criteria: 1) when it is determined 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, 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 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 loan balance.

Collateral-Dependent Loans
A financial asset is considered collateral-dependent when 
the debtor is experiencing financial difficulty and repayment 
is expected to be provided substantially through the sale or 
operation of the collateral. For all classes of loans and leases 
deemed collateral-dependent, the Company elected the practical 
expedient to estimate expected credit losses based on the 
collateral’s fair value less cost to sell. Substantially all of the 
collateral consists of various types of business assets or real 
estate including residential properties; commercial properties such 
as retail centers, office buildings, and lodging; agricultural land; 
and land. 

Allowance for Credit Losses on Off-Balance Sheet Credit 
Exposures
The Bank estimates expected credit losses over the contractual 
period in which the Bank is exposed to credit risk via a contractual 
obligation to extend credit unless that obligation is unconditionally 
cancellable by the Bank. The allowance for credit losses on off-
balance sheet credit exposures is adjusted through credit loss 
expense. The estimate includes consideration for the likelihood 
that funding will occur and an estimate of expected credit losses 
on commitments expected to be funded over its estimated life. 
This allowance is included in the other liabilities section of the 
balance sheet.

Premises and Equipment
Land is carried at cost. Premises and equipment are stated at 
cost, less accumulated depreciation. Depreciation is principally 
computed on the straight-line method over the estimated useful 
lives of the related assets, which range from 3 to 10 years 
for furniture, fixtures, and equipment and 25 to 40 years for 
building premises. Leasehold improvements are amortized over 
the shorter of their estimated useful lives or their respective 
lease terms, which range from 7 to 15 years. Expenditures for 
maintenance and repairs are charged against income as incurred. 
Costs of major additions and improvements are capitalized.

Goodwill
The Company accounts for goodwill using an annual impairment 
analysis of goodwill that includes a qualitative assessment 
in order to determine if the two-step process of measuring 
impairment is necessary on at least an annual basis. This 
approach could cause more volatility in the Company’s reported 
net income because impairment losses, if any, could occur 
irregularly and in varying amounts. No impairment of goodwill was 
recognized in either 2025 or 2024.

Bank-Owned Life Insurance (“BOLI”)
The Bank purchased life insurance policies on certain key 
employees and directors. BOLI is recorded at its cash surrender 
value or the amount that can be realized and is shown on the 
Consolidated Balance Sheet. Any increases in the cash surrender 
value are recorded as other income on the Consolidated 
Statement of Income. 

1st Summit is also a party to certain Split-Dollar Life Insurance 
Agreements, and in accordance with GAAP, has accrued a liability 
related to the post-retirement benefits covered by an endorsement 
split-dollar life insurance arrangement, and a liability for the future 
death benefit. 
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Trust Assets and Income
Assets held by the Bank in a fiduciary or agency capacity for 
customers of the trust department of the Bank are not included in 
the Consolidated Financial Statements since such items are not 
assets of the Bank. Most trust income is recognized on the cash 
basis, which is not materially different than if it were reported on 
the accrual basis.

Derivative Instruments and Hedging Activities
The Company records all derivatives on the Consolidated 
Balance Sheets at fair value as components of other assets 
and other liabilities. The accounting for changes in the fair value 
of derivatives depends on the intended use of the derivative, 
whether the Company has elected to designate a derivative in a 
hedging relationship and apply hedge accounting and whether 
the hedging relationship has satisfied the criteria necessary to 
apply hedge accounting. Derivatives designated and qualifying 
as a hedge of the exposure to changes in the fair value of an 
asset, liability, or firm commitment attributable to a particular risk, 
are considered fair value hedges. Derivatives designated and 
qualifying as a hedge of the exposure to variability in expected 
future cash flows, or other types of forecasted transactions, 
are considered cash flow hedges. Hedge accounting generally 
provides for the matching of the timing of gain or loss recognition 
on the hedging instrument with the recognition of the changes in 
the fair value of the hedged asset or liability that are attributable to 
the hedged risk in a fair value hedge or the earnings effect of the 
hedged forecasted transactions in a cash flow hedge. 

For derivatives designated as fair value hedges, the gain or loss 
is recognized in earnings in the period of the fair value change 
together with the offsetting loss or gain on the hedged item 
attributable to the risk being hedged. Derivatives designated 
as cash flow hedges, are reported as a component of other 
comprehensive income or loss and subsequently reclassified into 
earnings when the forecasted transaction affects earnings or, in 
certain circumstances, when the hedge is terminated, with the 
full impact of hedge gains and losses recognized in the period 
in which the hedged transaction impacts the entity’s earnings. 
For derivatives that are not designated as hedging instruments, 
changes in the fair value of the derivatives are recognized in 
earnings immediately. Note 13 – Derivatives describes the 
derivative instruments currently used by the Company and 
discloses how these derivatives impact the Company’s financial 
condition and results of operations. 

Advertising Costs
Advertising costs are expensed as incurred. Total advertising 
costs included in other expense on the Consolidated Statement of 
Income were $405 thousand in 2025 and $441 thousand in 2024.

Income Taxes
Income tax expense is determined using the asset and liability 
method and consists of income taxes that are currently payable 
and deferred income taxes. Deferred income tax expense 
(benefit) is determined by recognizing deferred tax assets and 
liabilities for future tax consequences attributable to temporary 
differences between the financial statement carrying amounts 
of existing assets and liabilities and their respective tax bases. 
Deferred tax assets and liabilities are measured using enacted 
tax rates that are expected to apply to taxable income in years in 
which those temporary differences are expected to be recovered 
or settled. Changes in tax rates on deferred tax assets and 

liabilities are recognized in income in the period that includes the 
enactment date. 

A valuation allowance is established for deferred tax assets 
when management determines that it is more likely than not that 
some portion or all of a deferred tax asset will not be realized. In 
making such determinations, the Company considers all available 
positive and negative evidence that may impact the realization of 
deferred tax assets. These considerations include future reversals 
of existing taxable temporary differences, projected future taxable 
income, and available tax planning strategies. 

The Company files a consolidated federal income tax return 
including the results of its wholly-owned subsidiaries. The 
Company estimates income taxes payable based on the amount 
it expects to owe the various tax authorities (i.e., federal and 
state). Income taxes represent the net estimated amount due 
to, or to be received from, such tax authorities. In estimating 
income taxes, management assesses the relative merits and 
risks of the appropriate tax treatment of transactions, taking into 
account statutory, judicial, and regulatory guidance in the context 
of the Company’s tax position. Although the Company uses the 
best available information to record income taxes, underlying 
estimates and assumptions can change over time as a result of 
unanticipated events or circumstances such as changes in tax 
laws and judicial guidance influencing its overall tax position.

The Company is subject to routine audits by taxing jurisdictions; 
however, there are currently no audits in progress for any tax 
periods. Management believes it is no longer subject to income 
tax examinations for years prior to 2022.

Earnings Per Share
The Company currently maintains a simple capital structure; 
thus, there are no dilutive effects on earnings per share. Earnings 
per share is calculated by dividing net income by the weighted-
average number of shares outstanding for the period. Earnings 
per share calculations give retroactive effect to stock dividends 
declared by the company.

Comprehensive Income (Loss)
The Company is required to present comprehensive income (loss) 
in a full set of general-purpose financial statements for all periods 
presented. Other comprehensive income (loss) is comprised 
of unrealized holding gains (losses) on the available-for-sale 
securities portfolio, the reclassification adjustment for realized 
gains (losses) recognized in income and unrealized holding gains 
(losses) arising during the period on interest rate derivatives used 
in cash flow hedges. 

Revenue Recognition
The Company recognized revenue from contracts with customers 
in accordance with ASC Topic 606. Topic 606 does not apply to 
revenue associated with interest income on financial instruments, 
including loans and securities. Additionally, certain noninterest 
income streams such as income from bank owned life insurance, 
and gain and losses on sales of debt and equity securities are 
out of scope of Topic 606. The Company has evaluated the 
nature of its contracts with customers and determined that further 
disaggregation beyond what is presented in the Consolidated 
Statement of Income was not necessary.
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Service Charges on Deposit Accounts

Topic 606 is applicable to noninterest revenue streams such as 
service charges on deposit accounts which consists of monthly 
service fees, wire transfer fees, ATM fees, and other deposit 
account related fees. The Company’s performance obligation 
for account analysis fees and monthly service fees is generally 
satisfied and the related revenue recognized, over the period 
in which the service is provided. Other deposit account related 
fees are largely transactional based, and therefore, revenue is 
recognized upon completion of transaction. 

Wealth Management Income

Wealth management income is primarily comprised of fees earned 
from the management and administration of trusts and other 
customer assets along with commissions from the sale of mutual 
funds and annuities. The Company’s performance obligation for 
management and administration is generally satisfied over time 
and the resulting fees are recognized monthly, based upon the 
month-end market value of the assets under management and 
the applicable fee rate. Payment is generally received a few 
days after month end through a direct charge to the customers’ 
accounts. The Company’s performance obligation for mutual fund 
and annuity sales is generally satisfied upon completion of the 
transaction.

Interchange Income

Interchange income is primarily comprised of interchange fees 
earned whenever the Company’s debit and credit cards are 
processed through card payment networks such as VISA. The 
Company’s performance obligation for these fees are largely 
satisfied, and related revenue recognized, when the services 
are rendered or upon completion. Payment is typically received 
immediately or in the following month. 

Other Income

Other income within the scope of Topic 606 is primarily comprised 
of credit life insurance commissions and safe deposit box rents. 
Credit life insurance commissions are recognized over time using 
the monthly outstanding balance method which corresponds to 
the underlying insurance policy period, for which the Company 
is obligated to perform under contract with the insurance carrier. 
Safe deposit box rental fees are charged to the customer on an 
annual basis and recognized upon receipt of payment.  
The Company determined that since rentals and renewals occur 
fairly consistently over time, revenue is recognized on a basis 
consistent with the duration of the performance obligation.

Reportable Segment Disclosures
Accounting standards require that information be reported about a 
company’s operating segments using a “management approach.” 
Reportable segments are identified in these standards as those 
revenue-producing components for which discrete financial 
information is produced internally and which are subject to 
evaluation by the chief operating decision maker in deciding how 
to allocate resources to segments. The Company has identified 
the President and Chief Executive Officer as the chief operating 
decision maker. Consistent with the Company’s strategy that is 
focused on providing a consistent package of banking products 
and services across all markets, the Company has identified its 
overall banking operations, which comprises substantially all of 
the consolidated operations, as its only reportable segment.

The President and Chief Executive Officer primarily uses net 

income and return on average assets to make operational and 
financial decisions and manage the Company. The accounting 
policies used to measure the profit and loss of the segment are 
the same as those described elsewhere within this footnote. The 
significant segment expenses included in net income and reported 
to the President and Chief Executive Officer are consistent 
with the financial statement captions shown on the face of the 
Consolidated Statements of Income. There are no other segment 
items needed to reconcile expenses included in net income to 
significant segment expenses reviewed by the chief operating 
decision maker.

Accounting Standards Updates
In December 2023, the FASB issued ASU 2023-09, Income 
Taxes (Topic 740): Improvements to Income Tax Disclosures; 
which provides for improvements to income tax disclosures 
primarily related to the rate reconciliation and income taxes paid 
information. This ASU is effective for the Company beginning on 
January 1, 2026. The adoption of ASU 2023-09 did not have a 
material impact to the Company’s results of operations or financial 
condition and the expanded disclosures have been incorporated 
into the financial statements. 

In July 2024, the FASB issued ASU 2024-03, Income Statement 
— Reporting Comprehensive Income — Expense Disaggregation 
Disclosures (Subtopic 220-40); which requires the disclosure 
of disaggregated information about specified components of 
income statement expense captions. This ASU is effective for 
the Company beginning on January 1, 2027. The adoption of 
ASU 2024-03 is not expected to have a significant impact on the 
Company’s consolidated financial statements.

In March 2025, the FASB issued ASU 2025-03, Business 
Combinations (Topic 805) & Consolidation (Topic 810): 
Determining the Accounting Acquirer in a VIE Acquisition; which 
clarifies how to identify the acquirer when the entity is also 
a variable interest entity (VIE). This ASU is effective for the 
Company beginning on January 1, 2027. The adoption of ASU 
2025-03 is not expected to have a significant impact on the 
Company’s consolidated financial statements.

In April 2025, the FASB issued ASU 2025-04, Compensation 
— Stock Compensation (Topic 718) & Revenue (Topic 606): 
Clarifications to Share-Based Consideration Payable to a 
Customer; which clarifies the accounting for share-based 
compensation paid to customers in revenue contracts and how 
transactions should be recognized. This ASU is effective for the 
Company beginning on January 1, 2027. The adoption of ASU 
2025-04 is not expected to have a significant impact on the 
Company’s consolidated financial statements.

In June 2025, the FASB issued ASU 2025-06, Intangibles — 
Goodwill & Other — Internal-Use Software (Subtopic 350-40): 
Targeted Improvements; which updates the accounting guidance 
governing internal use software costs, especially aspects 
surrounding capitalization. This ASU is effective for the Company 
beginning on January 1, 2028. The adoption of ASU 2025-06 
is not expected to have a significant impact on the Company’s 
consolidated financial statements.

Reclassification of Comparative Amounts
Certain comparative amounts for the prior year have been 
reclassified to conform to current-year classifications. Such 
reclassifications had no effect on net income or stockholders’ equity.
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2. INVESTMENT SECURITIES
The amortized cost, gross unrealized gains and losses, approximate fair value, and allowance for credit losses on 
investment securities available-for-sale and held-to-maturity as of December 31, 2025 and December 31, 2024 are 
summarized as follows (in thousands):
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At year end 2025 and 2024, there were no holdings of securities of any one issuer, other than the U.S. Government and 
its agencies, in an amount greater than 10% of stockholders’ equity.

The Company had proceeds of $31.9 million from the sale of debt securities during 2025, resulting in gross realized gains 
of $143 thousand. The Company had proceeds of $25.7 million from the sale of debt securities during 2024, resulting in 
gross realized losses of $64 thousand. The Company sold no held to maturity securities during 2025 or 2024.

Investment securities with a carrying value of $299.2 million and $334.5 million at December 31, 2025 and 2024, 
respectively, were pledged to secure public deposits, borrowings, and for other purposes as required by law. As of 
December 31, 2025 there were no FHLB Letters of Credit outstanding to secure public deposits. As of December 31, 2024 
there were $8.8 million in FHLB Letters of Credit outstanding to secure public deposits.

Net gains on the change in fair value of equity securities were $35 thousand in 2025, and net losses on the change in 
fair value of equity securities were $508 thousand in 2024. The Company did not sell any equity securities in 2025. The 
Company had proceeds of $6.3 million from sales on equity securities during 2024, resulting in a gross realized gains of 
$988 thousand and gross realized losses of $755 thousand. 

The amortized cost and fair value of investment securities at December 31, 2025, by contractual maturity, are shown 
below. Expected maturities may differ from contractual maturities because the securities may be called or prepaid with or 
without any penalties (in thousands).

At December 31, 2025 and 2024, 100% of the mortgage-backed securities held by the Company were issued by U.S. 
government-sponsored entities and agencies. Because the decline in fair value is attributable to changes in interest rates, 
and not credit quality, and because the Company does not have the intent to sell these mortgage-backed securities and 
it is likely that it will not be required to sell the securities before their anticipated recovery, the Company does not have an 
allowance for credit losses for these securities at December 31, 2025.

As of December 31, 2025 and 2024, no ACL was required for available-for-sale or held-to-maturity securities. The 
Company does not have the intent to sell and does not believe it will be more likely than not to be required to sell any of 
these securities prior to a recovery of their fair value to amortized cost, which may be at maturity.
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The following table summarizes debt securities available for sale in an unrealized loss position for which an allowance 
for credit losses has not been recorded at December 31, 2025, aggregated by security type and length of time in a 
continuous loss position, at December 31:

At December 31, 2025, the Company had 6 Mortgage-backed securities, 13 state and political subdivision obligations, 
and 1 corporate debt securities that have been in a gross unrealized loss position for less than 12 months. At December 
31, 2025, the Company had 349 obligations of state and political subdivisions, 230 Mortgage-backed securities in 
government-sponsored entities, and 16 corporate debt securities that have been in a gross unrealized loss position for 
greater than 12 months.

At December 31, 2024, the Company had 1 U.S. government agency security, 8 obligations of state and political 
subdivisions, 16 Mortgage-backed securities in government-sponsored entities, 3 other mortgage-backed securities, and 
2 corporate debt securities that have been in a gross unrealized loss position for less than 12 months. At December 31, 
2024, the Company had 12 U.S. government agency security, 482 obligations of state and political subdivisions, 482 
Mortgage-backed securities in government-sponsored entities, no other mortgage-backed securities, and 25 corporate 
debt securities that have been in a gross unrealized loss position for greater than 12 months.

Credit Quality Indicators
As of December 31, 2025, all rated available-for-sale and held-to-maturity securities were rated above investment grade. 
There was 1 held-to-maturity security that was not rated. For non-rated corporate bonds, an assessment of the underlying 
issuer was completed. Based on payment status, rating and management’s evaluation of these securities, no ACL was 
required for available-for-sale or held-to-maturity securities as of December 31, 2025.

As of December 31, 2024, all rated available-for-sale and held-to-maturity securities were rated above investment grade. 
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Gross loan balances at December 31, 2025 and 2024, are net of unearned income including net deferred loans fees 
and purchase premiums and discounts of $325 thousand and $139 thousand, respectively. The Company purchased 
$22.2 million of mortgage loans during 2025 at a premium of $411 thousand. The Company did not purchase any loans 
in 2024. There were no loan sales during the year ended December 31 2025. During the year ended December 31, 
2024, the Company sold its $4.3 million credit card portfolio and recognized a gain of $459 thousand on the Consolidated 
statements of income. 

The Company’s primary business activity is with customers located within Cambria, Somerset, Indiana, Blair, Allegheny, 
and Westmoreland counties. Commercial, residential, personal, and agricultural loans are granted. The Company also 
selectively purchases and funds commercial and residential loans originated outside its trade area, provided such loans 
meet the Company’s credit policy guidelines. 

Although the Company has a diversified loan portfolio at December 31, 2025 and 2024, the repayment of the loans 
outstanding to individuals and businesses is dependent upon the local economic conditions in its immediate trade area.

3. LOANS RECEIVABLE AND ALLOWANCE FOR CREDIT LOSSES

The composition of net loans receivable at December 31:

3.	 LOANS RECEIVABLE AND ALLOWANCE FOR CREDIT LOSSES

The composition of net loans receivable at December 31:

There was 1 held-to-maturity security that was not rated. For non-rated corporate bonds, an assessment of the underlying 
issuer was completed. Based on payment status, rating and management’s evaluation of these securities, no ACL was 
required for available-for sale or held-to-maturity securities as of December 31, 2024.

The Company monitors the credit quality of debt securities held-to-maturity primarily through utilizing credit rating. The 
Bank monitors the credit rating on a quarterly basis. The following table summarized the amortized cost of debt securities 
held-to-maturity at December 31, 2025, aggregated by credit quality indicator:
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Allowance for Credit Losses
Management maintains an allowance for credit losses (ACL) at a level determined to be adequate to absorb expected 
credit losses associated with the Company’s financial instruments over the life of those instruments as of the balance 
sheet date. The Company develops and documents a systematic ACL methodology based on the following portfolio 
segments: (i) the consumer loan portfolio; (ii) the residential real estate loan portfolio; (iii) the construction loan portfolio; 
(iv) the commercial and industrial loan portfolio; (v) the commercial real estate – nonowner occupied loan portfolio; (vi) 
and the commercial real estate – all other loan portfolio. The Company’s loan portfolio is segmented by loan types that 
have similar risk characteristics and behave similarly during economic cycles. 

The following table presents the activity in the allowance for credit losses by portfolio segment for the year ended 
December 31, 2025:

Significant changes in residential real estate, commercial and industrial, and commercial real estate - nonowner occupied 
are due primarily in changes to qualitative factors. 

The following table presents the activity in the allowance for credit losses by portfolio segment for the year ended 
December 31, 2024:

Related Party Loans
In the normal course of business, loans are extended to directors, executive officers, and their associates. A summary of 
loan activity for those directors, executive officers, and their associates for the year ended December 31, 2025 is as follows:



22

Nonperforming Loans
The following table presents the amortized cost basis of loans on nonaccrual status and loans past due over 90 days still 
accruing interest as of December 31:

Age Analysis of Past-Due Loans Receivable
The performance of credit quality of the loan portfolio is also monitored by analyzing the age of the loans receivable as 
determined by the length of time a recorded payment is due. The following table presents the classes of the loan portfolio 
summarized by the past-due status as of December 31:
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The Company recognized no interest income on nonaccrual loans during the years ended December 31, 2025 or 2024. 
The Company’s collateral dependent loans are collateralized by real estate or other business assets. At December 31, 
2025, collateral dependent loans were $3.6 million and had a reserve of $177 thousand. At December 31, 2024, collateral 
dependent loans were $2.9 million and had a reserve of $1.3 million. 
 
Credit Quality Indicators
The Company categorizes loans into risk categories based on relevant information about the ability to borrowers to 
service their debt such as: Current financial information, historical payment experience, credit documentation, public 
information, and current economic trends, among other factors. The Company analyzes loans individually to classify 
the loans as to credit risk. This analysis included loans with an outstanding balance greater than $100 thousand and 
nonhomogeneous loans, such as construction, commercial and industrial, commercial real estate – nonowner occupied, 
and commercial real estate – all other. This analysis is performed on a quarterly basis. The Company uses the following 
definitions for adverse risk ratings:

Special Mention – Loans classified as special mention have a potential weakness that deserves management’s close 
attention. If left uncorrected, these potential weaknesses may result in deterioration of the repayment prospects for the 
loan or of the institution’s credit position at some future date.

Substandard – Loans classified as substandard are inadequately protected by the current net worth and paying capacity 
of the obligor or of the collateral pledged, if any. Loans so classified have a well-defined weakness or weaknesses that 
jeopardize the liquidation debt. They are characterized by the distinct possibility that the institution will sustain some loss if 
the deficiencies are not corrected. 

Doubtful – Loans classified as doubtful have all the weaknesses inherent in those classified as substandard, with the 
added characteristic that the weaknesses make collection or liquidation in full, on the basis of currently existing facts, 
conditions, and values, highly questionable and improbable. 
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Based on the most recent analysis performed, the following table presents the recorded investment in homogenous loans 
by internal risk rating system as of December 31:
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Foreclosed Assets Held for Sale

Foreclosed assets acquired in settlement of loans are carried at fair value less estimated costs to sell and are included 
in other assets on the Consolidated Balance Sheets. As of December 31, 2025 and 2024, a total of $213 thousand and 
$449 thousand, respectively, of foreclosed assets were included with other assets. As of December 31, 2025 and 2024, 
included within foreclosed assets is $0 and $0 thousand, respectively, of consumer residential mortgages that were 
foreclosed on or received via a deed in lieu transaction prior to the period end. As of December 31, 2025 and 2024, the 
Company had initiated formal foreclosure procedures on $136 thousand and $596 thousand of consumer residential 
mortgages, respectively, that have not yet been moved to foreclosed assets. 

Modifications to Borrowers Experiencing Financial Difficulty

Occasionally, the Company 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 Company provides 
multiple types of concessions on one loan. Typically, one type of concession, such as term extension, is granted initially. 
If the borrower continues to experience financial difficulty, another concession, such as principal forgiveness, may be 
granted. There were no loans modified to borrowers experiencing financial difficulty in 2025 or 2024. 

4.	 COMMITMENTS AND CONTINGENCIES
In the normal course of business, there are various outstanding commitments and contingent liabilities which are not 
reflected in the accompanying consolidated financial statements. These commitments comprised the following at 
December 31:

The Company monitors the credit risk profile by payment activity for residential and consumer loan classes. Loans past 
due 90 days or more and loans on nonaccrual status are considered nonperforming. Nonperforming loans are reviewed 
monthly. The following table presents the amortized cost in residential and consumer loans based on payment activity at 
December 31:
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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. In the normal course of business, the Company makes various commitments which are not 
reflected in the accompanying consolidated financial statements. These instruments involve, to varying degrees, elements 
of credit and interest rate risk in excess of the amount recognized in the Consolidated Balance Sheet. The Company’s 
exposure to credit loss in the event of nonperformance by the other parties to the financial instruments is represented 
by the contractual amounts as disclosed. The Company minimizes its exposure to credit loss under these commitments 
by subjecting them to credit approval and review procedures and collateral requirements as deemed necessary. 
Commitments generally have fixed expiration dates within one year of their origination. 

Standby letters of credit are conditional commitments issued by the Company to guarantee the performance of a customer 
to a third party. Performance letters of credit represent conditional commitments issued by the Bank to guarantee the 
performance of a customer to a third party. These instruments are issued primarily to support bid or performance-related 
contracts. The coverage period for these instruments is typically a one-year period with an annual renewal option subject 
to prior approval by management. Fees earned from the issuance of these letters are recognized over the coverage 
period. For secured letters of credit, the collateral is typically Bank deposit instruments or customer business assets. The 
reserve for credit losses on unfunded commitments is $346 thousand and $371 thousand at December 31, 2025 and 
December 31, 2024, respectively. 

Legal Proceedings

The Company and the Bank are subject to various legal actions arising in the normal course of business. In the opinion 
of management, the resolution of these legal actions is not expected to have a material adverse effect on the Company’s 
results of operations. 

5.	 PREMISES AND EQUIPMENT
The following is a summary of premises and equipment as of December 31:

Depreciation expense was $1.3 million and $1.4 million in 2025 and 2024, respectively.

During 2025, 1st Summit purchased the Crown American building and its contents located in downtown Johnstown for 
$6.4 million. The purchase price included $4.4 million for the building, $1.2 million for land, $670 thousand of artwork and 
$150 thousand of furniture, fixtures and equipment. 
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During 2024, 1st Summit entered into a sale leaseback transaction on two branches which included $531 thousand of 
land and $1.3 million of buildings. 

6.	 GOODWILL

For each of the years ended December 31, 2025 and 2024, goodwill had a net carrying amount of $339 thousand. 
The gross carrying amount of goodwill is tested for impairment in the fourth quarter, after the annual forecasting 
process. Based on the fair value of the reporting unit, estimated using a qualitative analysis, no goodwill impairment was 
recognized in 2025.

The gross carrying amount of goodwill is tested for impairment in the fourth quarter, after the annual forecasting 
process. Based on the fair value of the reporting unit, estimated using a qualitative analysis, no goodwill impairment was 
recognized in 2025. 

7.	 DEPOSITS

Deposits consisted of the following as of December 31:

The scheduled maturities of time deposits at December 31, 2025 were as follows:

1st Summit had no brokered deposits as of December 31, 2025 or 2024. As of December 31, 2025 and 2024, 1st Summit 
had $9.2 million and $8.6 million of CDAR deposits, respectively. 

Deposits from related parties held by 1st Summit at December 31, 2025 and 2024 amounted to $5.6 million and $6.5 
million, respectively. 

8.	 SHORT-TERM BORROWINGS

Total short-term borrowings were $17.1 million as of December 31, 2025 at a rate of 3.93% and $30.0 million as of 
December 31, 2024 at a rate of 4.71%. Short-term borrowings generally consist of advances from the FHLB with an 
original maturity of less than a year. Advances from the FHLB are collateralized by our investment in the common stock of 
the FHLB and by a blanket lien on selected loan receivables comprised principally of real estate secured loans within the 
Bank’s portfolio totaling $487.3 million at December 31, 2025. The Bank had short-term borrowing capacity from the FHLB 
up to the Bank’s unused borrowing capacity of $301.8 million (equal to $487.3 million of maximum borrowing capacity less 
the aggregate amount of FHLB letter of credits securing public funds deposits, and other FHLB advances and obligations 
outstanding) upon satisfaction of any stock purchase requirements of the FHLB. 
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The Company formed a special purpose entity (“Entity 1”) to issue $3 million of floating rate, obligated mandatorily 
redeemable securities and $93 thousand in common securities as part of a pooled offering with a maturity date of April 24, 
2033. The rate is determined quarterly and floats based on the three-month SOFR plus 3.25%. At December 31, 2025, 
the rate was 7.37%. The Entity 1 may redeem them, in whole or in part, at face value on a quarterly basis with proper 
notice. The Company borrowed the proceeds of the issuance from the Entity 1 in April 2003 in the form of a $3 million note 
payable, which is included in the liabilities section of the Company’s Consolidated Balance Sheet. 

The Company formed an additional special purpose entity (“Entity 2”) to issue $3 million of floating rate, obligated 
mandatorily redeemable securities and $93 thousand in common securities as part of a pooled offering with a maturity 
date of April 6, 2034. The rate is determined quarterly and floats based on the three-month SOFR plus 2.75%. At 
December 31, 2025, the rate was 6.92%. The Entity 2 may redeem them, in whole or in part, at face value on a quarterly 
basis with proper notice. The Company borrowed the proceeds of the issuance from the Entity 2 in March 2004 in the form 
of a $3 million note payable, which is included in the liabilities section of the Company’s Consolidated Balance Sheet.

Under current accounting rules, the Company’s minority interest in both Entity 1 and Entity 2 was recorded at the initial 
investment amount and is included in equity investment section of the Consolidated Balance Sheet. Neither Entity 1 nor 
Entity 2 is consolidated as part of the Company’s consolidated financial statements.

The Bank also has unused overnight lines of credit with other correspondent banks amounting to $60.3 million at December 
31, 2025. No draws have been made on these lines of credit and on December 31, 2025 and 2024, the balance was $0. 

9.	 OTHER BORROWED FUNDS

The following table sets forth information concerning other borrowed funds:

Maturities of other borrowed funds at December 31, 2025, are as follows (in thousands):
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10.	 DIRECTOR, OFFICER, AND EMPLOYEE BENEFITS

Savings Plan

The Company maintains a trusteed Section 401(k) plan. For the six months ended June 30, 2025 and for 
the year ended December 31, 2024, the Company matched contributions made by eligible employees to a 
maximum of 25 percent of employee contributions annually, to a maximum of 7 percent of base salary. The 
Company could also make an elective contribution annually. At July 1, 2025, the Company began matching 
contributions made by eligible employees to a maximum of 50 percent of employee contributions annually, 
to a maximum of 6 percent of base salary. All employees age 21 and older at time of hire are eligible to 
participate in the plan. The Company’s contribution to this plan was $276 thousand and $419 thousand in 
2025 and 2024, respectively.

The plan assets include 58,493 shares of the Company’s common stock. 

Deferred Compensation Plan

The Company has a deferred director’s compensation plan whereby participating directors elected to 
forego directors’ fees. To fund benefits under the deferred compensation plan, the Company established 
a rabbi trust. The Company guarantees a return equal to the average New York prime rate of interest to 
plan participants with a floor of 6 percent. Contributions to the plan were $80 thousand in 2025 and $140 
thousand in 2024. Distributions from the plan were $248 thousand in 2025 and $223 thousand in 2024. The 
Company carried a liability of $2.7 million in 2025 and $2.5 million in 2024.

Performance Unit Plan

On January 25, 2022, the Board of Directors approved the 2022 Performance Unit Plan which is intended 
to serve as a successor program to the Company’s 2017 Performance Unit Plan. The plan may award 
annual grants to executive management and directors equal in value to the appreciation on a share of stock 
between the date the performance unit becomes vested and the date of award. Payments to employees 
vested under the plan are made in cash. Since January 25, 2022, at the beginning of each succeeding year, 
a participant may elect to receive full payment in cash of allocated performance units as of the preceding 
year-end. During 2025 or 2024, there was no expense recognized under the plan. The Company carried no 
liability in either 2025 or 2024 resulting from the plan.

11.	 INCOME TAXES

Federal income tax expense (benefit) consists of the following: 
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The components of the net deferred tax assets at December 31 are as follows:

During 2025, management established a valuation allowance associated with charitable contribution carryforwards given 
that it is more likely than not that a portion of these carryforwards will expire unused. The amount of the valuation allowance 
established at December 31, 2025 is $70 thousand. No valuation allowance was established at December 31, 2024.

The reconciliation of the statutory rate and effective income tax rate is as follows:
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The Company prescribes a recognition threshold and a measurement attributable 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 that 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 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. 

There is currently no liability for uncertain tax positions and no know unrecognized tax benefits. The Bank recognizes, 
when applicable, interest and penalties related to unrecognized tax benefits in the provision for income taxes in the 
Consolidated Statements of Income. The Bank’s federal and PA shares tax returns for taxable years through 2021 have 
been closed for purposes of examination by the Internal Revenue Service and Pennsylvania Department of Revenue.
 
12. Lease Commitments

The Company utilizes leases for fourteen of its locations. As of December 31, 2025, right-of-use assets representing 
operating leases amounted to $8.5 million and have remaining lease terms of 2 months to 14 years. As of December 
31, 2025 and December 31, 2024, the Company had no financing leases. Lease costs incurred were entirely operating 
lease costs which approximate rental payments. As of December 31, 2025, the weighted average term for operating 
leases is 11 years and the weighted average discount rate is 6.28%. As of December 31, 2024, the weighted average 
term for operating leases is 11 years and the weighted average discount rate is 6.07%. The following table displays the 
undiscounted cash flows due related to operating leases as of December 31, 2025, along with a reconciliation to the 
discounted amount recorded on the December 31, 2025 consolidated balance sheet (in thousands): 

During the year ended December 31, 2024, the Company entered into a sale leaseback transaction on two branch offices. 
The transaction resulted in a gain of $3.3 million which is recorded Consolidated statements of income. The subsequent 
leases the Company entered into are for a period of 15 years. 
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13.	 DERIVATIVES

Risk Management Objective of Using Derivatives

The Company enters into derivative financial instruments to manage risks related to differences in the amount, timing, and 
duration of the Company’s known or expected cash receipts and its known or expected cash payments. 

Fair Values of Derivative Instruments on the Balance Sheet

The table below presents the notional or contractual amounts and fair values of the Company’s derivative financial 
instruments as well as their classification on the consolidated balance sheets at December 31, 2025. 

	 (1)	 Derivative assets and liabilities are reported in other assets and other liabilities, respectively in the  
		  consolidated balance sheets. Amounts presented are gross. No contracts have been netted.

	 (2)	 These amounts were included in the amortized cost basis of closed portfolios of loans used to designate  
		  hedging relationships in which the hedged item is the stated amount of assets in the closed portfolios  
		  anticipated to be outstanding for the designated hedge period. As of December 31, 2025 and 2024, the  
		  amortized cost basis of the closed portfolios used in these hedging relationships was $391.4 million and  
		  $461.6 million, respectively. The cumulative value of the fair value adjustment to the amortized cost basis 	 
		  of these loans at December 31, 2025 and 2024 was $2.0 million and $1.2 million, respectively. 

Cash Flow Hedges of Interest Rate Risk

The Company is party to a forward-starting interest rate swap agreement designated and qualifying as a cash flow hedge 
of the Company’s short-term borrowing arrangements that continuously renew on a short-term basis based on the market 
rates applicable at the renewal dates. This swap effectively converts this variable debt instrument into a fixed rate product 
by aligning the variable receipt of the swap, offset by the pay fixed arm of the swap. The net cash paid for this transaction 
was recorded as accumulated other comprehensive income/(loss) and is being amortized into earnings through the 
original maturity date of the contract. The effective date of the contract was January 2025 and expires in October 2027.

Fair Value Hedges of Interest Rate Risk

Interest rate swaps on fixed rate loans
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14.	 REGULATORY MATTERS

The Company and the Bank are subject to regulatory capital requirements administered by banking regulators. Failure 
to meet minimum capital requirements can trigger certain mandatory, and possibly additional discretionary actions by 
the regulators that if, undertaken, could have a direct material effect on the Company’s financial statements. Under 
capital adequacy guidelines and the regulatory framework for prompt corrective action, the Bank must meet specific 
capital guidelines that involve quantitative measures of its assets, liabilities, and certain off-balance sheet items as 
calculated under regulatory account practices. The Bank’s capital amounts and classification are also subject to qualitative 
judgments by the regulators about components, risk weightings, and other factors.

As of December 31, 2025 and 2024, the Company and the Bank met all capital adequacy requirements and the Bank was 
considered “well-capitalized.” However, future changes in regulations could increase capital requirements and may have 
an adverse effect on capital resources. 

Minimum regulatory capital requirements established by Basel III rules require the Company and the Bank to:

		 -Meet a minimum Common Equity Tier I capital ratio of 4.5% of risk-weighted assets;

		 -Meet a minimum Tier I capital ratio of 6.0% of risk-weighted assets;

		 -Meet a minimum Total capital ratio of 8.0% of risk-weighted assets;

		 -Meet a minimum Tier I leverage capital ratio of 4.0% of average assets;

		 -Maintain a “capital conservation buffer 2.5% above the minimum risk-based capital requirements, which must 		
		  be maintained to avoid restrictions on capital distributions and certain discretionary bonuses; and

		 -Comply with the definition of capital to improve the ability of regulatory capital instruments to absorb losses.

The Basel III Rules use a standardized approach for risk weightings. The rules provide that the failure to maintain the 
“capital conservation buffer” results in restrictions on capital distributions and discretionary cash bonus payments to 
executive officers. As a result, under the Basel III Rules, if the Bank fails to maintain the required minimum capital 
conservation buffer, the Company will be subject to limits, and possibly prohibitions, on its ability to obtain capital 
distributions from the Bank. If the Company does not receive sufficient cash dividends from the Bank, it may not have 
sufficient funds to pay dividends on its common stock, service its debt obligations or repurchase its common stock. 

The Company is party to variable payer swaps that convert certain fixed rate loans to a floating rate. These derivative 
instruments are designed as fair value hedges of interest rate risk. The fair value of the hedged item attributable to interest 
rate risk is presented in interest income along with the change in the fair value of the hedging instrument. All of the swap 
agreements in place at December 31, 2025 expire in 2027.

Effect of Derivative Instruments on the Statements of Income

The effects of derivative instruments on the Consolidated Statements of Income for the year ended December 31, 2025 is 
presented in the table below:
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Certain restrictions exist regarding the ability of the Bank to transfer funds to the Company in the form of cash dividends, 
loans or advances. The amount of dividends that may be paid from the Bank to the Company in any calendar year is 
limited to the Bank’s current year’s net profits, combined with the retained net profits of the preceding two years. For 
the year ended December 31, 2025, $3.0 million of undistributed earnings of the Bank, including in the consolidated 
shareholders’ equity balance, was available for distribution to the Company as dividends without prior regulatory approval, 
subject to regulatory capital requirements below.

The following tables present the regulatory capital levels, leverage ratios, and risk-based capital ratios as of December 31:

15. FAIR VALUE MEASUREMENTS

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in the principal 
or most advantageous market for an asset or liability in an orderly transaction between market participants at the 
measurement date. The following three levels show the fair value hierarchy that prioritizes the use of inputs used in 
valuation methodologies.

Level I:
Inputs to the valuation methodology are unadjusted quoted prices for identical assets or liabilities in active markets.  
A quoted price in an active market provides the most reliable evidence of fair value and shall be used to measure fair 
value whenever available. A contractually binding sales price also provides reliable evidence of fair value. 

Level II:
Inputs to the valuation methodology are unadjusted quoted prices for identical assets or liabilities in active markets.  
A quoted price in an active market provides the most reliable evidence of fair value and shall be used to measure fair 
value whenever available.  A contractually binding sales price also provides reliable evidence of fair value.

Level III:
Inputs to the valuation methodology are unobservable and significant the fair value measurement; inputs to the valuation 
methodology that utilize model-based techniques for which significant assumptions are not observable in the market; or 
inputs to the valuation methodology that require significant management judgment or estimation, some of which may be 
internally developed. 
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Management maximizes the use of observable inputs and minimizes the use of unobservable inputs when determining 
fair value measurements. Management reviews and updates the fair value hierarchy classifications of the Company’s 
assets and liabilities on a quarterly basis. 

The following tables present the assets reported on the Consolidated Balance Sheet at their fair value as of December 31, 
2025 and 2024, 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.

Financial instruments are considered Level III when their values are determined using pricing models and discounted 
cash flow methodologies or similar techniques and at least one significant model assumption or input is unobservable.  
In addition to these unobservable inputs, the valuation models for Level III financial instruments typically also rely on a 
number of inputs that are readily observable either directly or indirectly.  Level III financial instruments also include those 
for which the determination of fair value requires significant management judgment or estimation.  The Company had no 
recurring Level III measurements during 2025 or 2024.

December 31, 2025 Level I Level II Level III Total
ASSETS: (Dollars in thousands)
State and political subdivision obligations - available 
for sale ($ -  )                  ($ 130,205)          ($ -  )                  ($ 130,205)          
Mortgage-backed U.S. government agencies - 
available for sale ( -  )                    ( 159,674)            ( -  )                    ( 159,674)            
Other mortgage-backed securities - available for 
sale ( -  )                    ( 33,037)              ( -  )                    ( 33,037)              
Corporate debt securities - available for sale ( -  )                    ( 25,490)              ( -  )                    ( 25,490)              
Equity securities - mutual fund ( 446)                   ( -  )                    ( -  )                    ( 446)                   
Equity securities - other ( 244)                   ( -  )                    ( -  )                    ( 244)                   
Cash flow hedge ( -  )                    ( 518)                   ( -  )                    ( 518)                   
Total ($ 690)                 ($ 348,924)          ($ -  )                  ($ 349,614)          
LIABILITIES:
Interest rate swaps - fixed rate loans ($ -  )                  ($ 1,920)              ($ -  )                  ($ 1,920)              
Total ($ -  )                  ($ 1,920)              ($ -  )                  ($ 1,920)              
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Collateral-dependent loans and other real estate owned (“OREO”) – The carrying amount of collateral dependent impaired 
loans is typically based on the fair value of the underlying collateral, which may be real estate or other business assets, 
less estimated costs to sell.  The carrying value of OREO is initially measured based on the fair value, less estimated 
costs to sell, of the real estate acquired in foreclosure and subsequently adjusted to the lower of cost or estimated fair 
value, less estimated costs to sell.  Fair values of real estate collateral are typically based on real estate appraisals 
which utilize market and income valuation techniques incorporating both observable and unobservable inputs.  When 
current appraisals are not available, the Company may use brokers’ price opinions, home price indices, or other available 
information about changes in real estate market conditions to adjust the latest appraised value available.  These 
adjustments to appraised values may be subjective and involve significant management judgment.  The fair value of 
collateral consisting of other business assets is generally based on appraisals that use market approaches to valuation, 
incorporating primarily unobservable inputs.  

The following tables present additional quantitative information about assets measured at fair value on a nonrecurring 
basis for which the Company uses Level III inputs to determine fair value:

The following tables present the assets measured on a nonrecurring basis on the Consolidated Balance Sheet at their fair 
value, by level within the fair value hierarchy:



38

The fair value of the Company’s financial instruments not recorded at fair value on a recurring basis as of December 31 is 
as follows: 

For cash and due from banks, interest bearing deposits in banks, accrued interest receivable, FHLB and other bank stock, 
bank owned life insurance, short-term borrowings, and accrued interest payable, the carrying value is a reasonable estimate 
of fair value.  

16.	 ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS)

The components of accumulated other comprehensive income (loss), net of taxes, for the year ended December 31, 2025
and 2024 are as follows:
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Condensed Statements of Income and Comprehensive Income (Loss)

17.	 PARENT COMPANY

The following are condensed financial statements for the parent company:
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Condensed Statements of Cash Flows
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