


2020 FINANCIAL HIGHLIGHTS 

5-YEAR OVERVIEW
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or when credit deficiencies arise, such as delinquent loan payments, for 
agricultural, state and political subdivision and consumer loans. Credit 
quality risk ratings include internal classifications of special mention, 
substandard, doubtful and loss. Loans criticized special mention have 
potential weaknesses that deserve management’s close attention. If 
uncorrected, the potential weaknesses may result in deterioration 
of the repayment prospects. Loans classified substandard have a 
well-defined weakness or weaknesses that jeopardize the liquidation 
of the debt. They include loans that are inadequately protected by 
the current sound net worth and paying capacity of the obligor or 
of the collateral pledged, if any. Loans classified doubtful have all 
the weaknesses inherent in loans classified substandard with the 
added characteristic that collection or liquidation in full, on the basis of 
current conditions and facts, is highly improbable. Loans classified as 
a loss are considered uncollectible and are charged to the allowance 
for loan losses. Loans not classified or criticized are rated pass. 
 
In addition, federal and state regulatory agencies, as an integral part 
of their examination process, periodically review the Corporation’s 
allowance for loan losses and may require the Corporation to 
recognize additions to the allowance based on their judgments 
about information available to them at the time of their examination, 
which may not be currently available to management. Based on 
management’s comprehensive analysis of the loan portfolio, 
management believes the current level of the allowance for loan 
losses is adequate.

Loan Servicing Rights Asset

Loan servicing rights assets are recognized as separate assets when 
servicing rights are acquired through purchase or through sale of 
financial assets. Loan servicing rights assets are reported in Other 
Assets in the consolidated balance sheets and are amortized into 
noninterest income in proportion to, and over the period of, the 
estimated future net servicing income of the underlying financial 
assets. Loan servicing rights assets are evaluated for impairment 
based upon the fair value of the rights as compared to amortized 
cost. Impairment is determined by stratifying rights by predominant 
characteristics, such as interest rates and terms. Fair value is 
determined using prices for similar assets with similar characteristics, 
when available, or based upon discounted cash flows using market-
based assumptions. Impairment is recognized through a valuation 
allowance for an individual stratum, to the extent that fair value is less 
than the capitalized amount for the stratum.

Foreclosed Assets Held For Sale

Foreclosed assets held for sale are carried at the lower of the fair 
value minus estimated costs to sell or cost. Prior to foreclosure,  
the value of the underlying loan is written down to the fair market 
value of the property to be acquired by a charge to the allowance 
for loan losses, if necessary. Any subsequent write-downs are  
charged against operating expenses. Operating expenses of 
such properties, net of related income, and gains and losses on 
their disposition are included in Other Operating Expenses in the 
consolidated statement of income. The Corporation did not hold any 
foreclosed assets held for sale at December 31, 2020 or 2019.

Bank Premises and Equipment

Bank premises and equipment are carried at cost less accumulated 
depreciation computed on the straight line method over the 
estimated useful lives of the assets. Repair and maintenance 
expenditures which extend the useful life of an asset are  
capitalized, and other repair and maintenance expenditures are 
expensed as incurred.

When premises or equipment are retired or sold, the remaining cost 
and accumulated depreciation are removed from the accounts and 
any gain or loss is credited or charged to income.
 
The Corporation reviews long-lived assets, such as premises and 
equipment and intangibles, for impairment whenever events or 
changes in circumstances indicate the carrying amount of an asset 
may not be recoverable. These changes in circumstances may include 
a significant decrease in the market value of an asset or the manner 
in which an asset is used. If there is an indication the carrying value 
of an asset may not be recoverable, future undiscounted cash flows 
expected to result from use of the asset are estimated. If the sum of 
the expected cash flows is less than the carrying value of the asset, a 
loss is recognized for the difference between the carrying value and 
the fair market value of the asset.

Advertising Costs

Advertising costs are expensed as incurred and were approximately 
$150,000 and $82,000 in 2020 and 2019, respectively and are 
included in Other Operating Expenses in the consolidated statements 
of income.

Income Taxes

Deferred tax assets and liabilities are reflected at currently enacted 
income tax rates applicable to the period in which the deferred tax 
assets or liabilities are expected to be realized or settled. As changes 
in tax laws or rates are enacted, deferred tax assets and liabilities are 
adjusted through the provision for income taxes.

The Corporation has evaluated its material tax positions as of 
December 31, 2020 and 2019 in accordance with GAAP. Under the 
“more-likely-than-not” threshold guidelines, the Corporation believes 
no significant uncertain tax positions exist, either individually or in 
the aggregate, that would give rise to the non-recognition of an 
existing tax benefit. In periods subsequent to December 31, 2020, 
determinations of potentially adverse material tax positions will be 
evaluated to determine whether an uncertain tax position may have 
previously existed or has been originated. In the event an adverse 
tax position is determined to exist, penalty and interest will be 
accrued, in accordance with the Internal Revenue Service guidelines, 
and recorded as a component of Other Operating Expenses in the 
consolidated statement of income.
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Earnings Per Share

Earnings per share (“EPS”) is based on the weighted average number 
of shares of common stock outstanding. The number of shares used 
in the earnings per share computation for the years ended December 
31, 2020 and 2019 was 2,904,711 and 2,942,013, respectively. The 
Corporation’s basic and diluted EPS are the same since there are no 
potential dilutive shares of common stock outstanding.

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

Off-Balance Sheet Financial Instruments

In the ordinary course of business, the Corporation has entered into 
off-balance sheet financial instruments consisting of commitments 
to extend credit and financial standby letters of credit. Such financial 
instruments are recorded in the financial statements when, and if, the 
funds are disbursed.

Investments in Limited Partnerships

The Corporation invested as a limited partner in a partnership in 
December 2005 that provides office space in an area in Warren, 
Pennsylvania designated as an enterprise zone by the Commonwealth 
of Pennsylvania. The Corporation has 99% ownership in this 
partnership. This partnership provided a $250,000 Pennsylvania 
Shares Tax credit to the Corporation’s 2005 and 2006 Pennsylvania 
Shares Tax. The carrying value of the Corporation’s investment in this 
partnership was $724,000 and $776,000 at December 31, 2020 and 
2019, respectively, and is included in Other Assets in the consolidated 
balance sheets. The Corporation accounts for this investment using 
the equity method, adjusting the Corporation’s basis in the partnership 
by the Corporation’s pro-rata portion of income or loss each year. 
The Corporation recognized losses of approximately $52,000 for 
2020 and $1,000 for 2019. The Corporation’s maximum exposure 
to loss is limited to the carrying value of its investment at year-end. 
As of December 31, 2020 and 2019, the partnership had total assets 
of approximately $932,000 and $935,000, respectively, and total 
liabilities of approximately $108,000 and $117,000, respectively. 

The Corporation also invested as a limited partner in a partnership 
in December 2006 that provides office space in an area in Warren, 
Pennsylvania designated as an enterprise zone by the Commonwealth 
of Pennsylvania. The Corporation has 99% ownership in this 
partnership. This partnership provided a $250,000 Pennsylvania 
Shares Tax credit to the Corporation’s 2006 and 2007 Pennsylvania 
Shares Tax. The carrying value of the Corporation’s investment in 
this partnership was $1,153,000 and $1,228,000 at December 31, 
2020 and 2019, respectively and is included in Other Assets in the 
consolidated balance sheets. The Corporation accounts for this 
investment using the equity method, adjusting the Corporation’s 
basis in the partnership by the Corporation’s pro-rata portion of 
income or loss each year. The Corporation recognized losses from 
the partnership of approximately $75,000 and $62,000 for 2020 
and 2019, respectively. The Corporation’s maximum exposure to 
loss is limited to the carrying value of its investment at year-end. As 
of December 31, 2020 and 2019, the partnership had total assets of 
approximately $1,429,000 and $1,429,000, respectively, and had 

total liabilities of approximately $216,000 and $170,000, respectively.
These investments in limited partnerships are not consolidated into 
the financial statements of the Corporation because the general 
partner has control.

Statement of Cash Flows

The Corporation utilizes the net reporting of cash receipts and 
cash payments for deposit and lending activities. The Corporation 
considers amounts due from banks and federal funds sold as  
cash equivalents.

Reclassification

Certain reclassifications have been made to the 2019 financial 
statements to conform to the 2020 presentation.

Recent Accounting Standards 

Recent Accounting Pronouncements - Adopted

On January 1, 2020, the Corporation adopted ASU 2018-13, “Fair 
Value Measurement.” ASU 2018-13 modifies disclosure requirements 
on fair value measurements. This ASU removes requirements to 
disclose the amount of and reasons for transfers between Level 
1 and Level 2 of the fair value hierarchy, the policy for timing of 
transfers between levels and the valuation processes for Level 3 
fair value measurements. ASU 2018-13 clarifies that disclosure 
regarding measurement uncertainty is intended to communicate 
information about the uncertainty in measurement as of the reporting 
date. ASU 2018-13 adds certain disclosure requirements, including 
disclosure of changes in unrealized gains and losses for the period 
included in other comprehensive income for recurring Level 3 
fair value measurements held at the end of the reporting period 
and the range and weighted average of significant unobservable 
inputs used to develop Level 3 fair value measurements.  
The amendments in this ASU are effective for the Corporation 
beginning January 1, 2020. The amendments on changes in unrealized 
gains and losses, the range and weighted average of significant 
unobservable inputs used to develop Level 3 fair value measurements 
and the narrative description of measurement uncertainty should be 
applied prospectively, while all other amendments should be applied 
retrospectively for all periods presented. Adoption of this ASU did 
not have a material impact on the Corporation’s consolidated financial 
position or results of operations.

Recently Issued But Not Yet Effective  
Accounting Pronouncements

In June 2016, the FASB issued ASU 2016-13, “Measurement of Credit 
Losses on Financial Instruments.” ASU 2016-13 replaces the current 
loss impairment methodology under GAAP with a methodology 
that reflects expected credit losses and requires consideration of a 
broader range of reasonable and supportable information to form 
credit loss estimates in an effort to provide financial statement users 
with more decision-useful information about the expected credit 
losses on financial instruments and other commitments to extend 
credit. Specifically, the amendments in this ASU will require a financial 
asset (or a group of financial assets) measured at amortized cost  
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