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Message from Management

Dear shareholders and colleagues,

Within these pages, we present the 2023 0VBC Annual Report for
your review. This year's report details the story of a holding compa-
ny whose largest subsidiary is over 150 years old, an institution that
intentionally and purposefully puts its Community First. We believe
this ambitious mission, inspired by the bank's history of serving small
town America, is the reason why your Company has withstood the
test of time. We were honored to mark the anniversary with a special
extra dividend paid out in June 2023 and hope it was a bright spot in
your year too.

While giving back through the dividend, your Company also made in-
vestments to upgrade physical locations in 2023 to the benefit of its
customers.

The OVB Waverly Office moved up the street to a larger, newly ren-
ovated facility. The 5000 square foot location offers customers
modern conveniences such as one-on-one teller pods and spacious,
yet private service areas. Loan Central will move into the former 0VB
location in 2024, allowing the finance company more space than their
current location in the adjacent plaza and convenient drive-thru win-
dows for easy payment drop-off.

The OVB Jackson Pike Office also underwent a complete renovation,
both inside and out. The project included a redesigned, open-concept
lobby with one-on-one teller pods and additional private offices. The
new Community First Meeting Room is available for club meetings,
workshops, and small parties.

In addition to these physical location advancements, your Company
also saw exponential growth due to technology investments made in
the years prior. New loan origination systems were brought online in
early 2023. This technology greatly increased efficiency and customer
convenience. The most noted benefit was double-digit loan growth
and a dramatic reduction in the time it takes to close a new purchase
mortgage resulting in a shortened timeline to homeownership for
those in the communities we serve. You will see some of those happy
new homeowners featured on the Ohio Valley Bank's Facebook page.

Despite a narrowing net interest margin and rising competition for
quality workers, these initiatives positioned your Company to execute
a strategic plan to care for its customers that yielded more than
$12.6 million in net income.

We invite you to join us for the OVBC Annual Shareholders Meeting on
Wednesday, May 15, 2024. Now is a great time to get involved. We en-
courage you to bring a family member or friend so that they may see
for themselves the benefit of owning stack in Ohio Valley Banc Corp.

Sincerely,

Thomas E. Wiseman
Chairman of the Board, Ohio Valley Banc Corp.

;/2%574% @
Larry E. Miller Il
President & Chief Executive Officer, Ohio Valley Banc Corp.
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,!h Durmq 2023, Rick Swain was named President, Western
Division of Ohio Valley Bank. For the past 30 years, Rick
has helped his personal and business customers achieve
success. He believes that building strong relationships

—— —— during the process is the most rewarding part of his job.
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CONSOLIDATED STATEMENTS OF CONDITION

As of December 31
2023 2022

(dollars in thousands, except share and per share data)
Assets
Cash and noninterest-bearing deposits with banks .............c..coviiiiiiiiiiiiiiiiin., 14,252 $ 14,330
Interest-bearing deposits with banks ...........cccooviiiiiiiiiiiiii e, 113,874 31,660

Total cash and cash eqUIVAlENtS  ...coooiiiiiiiiiiieeee e 128,126 45,990
Certificates of deposit in financial INStItUHONS. .....o.viieinitiiiiii e, - 1,862
Securities available for sale .............ooooiiiiiiii 162,258 184,074
Securities held to maturity, net of allowance for credit losses of $2 in 2023 and $0 in 2022;

(estimated fair value: 2023 - $7,390; 2022 - $8,460) .......oviieririiiiiiiiiieeeae 7,986 9,226
Restricted investments in bank StOCKS ............ooiiiiiiiii i 5,037 5,953
TOtAl JOANS oottt et ettt et e te bbbt eab e e teenreenas 971,900 885,049

Less: Allowance for credit IoSSES ........cociuiiiniiiiiiiiii (8,767) (5,269)
Nt LOaNS et 963,133 879,780
Premises and eqUIPMENt, NET  ....i.iitieieiit ittt e e 21,450 20,436
Premises and equipment held for sale, net ..o 573 593
Accrued interest receivable ... 3,606 3,112
GoOAWILl o 7,319 7,319
Other intangible assets, NMEt ......o.iuiiie it 8 29
Bank owned life insurance and annuity assets — ..........cooiiiiiiiiiii e 40,593 39,627
Operating lease right-0f-use asset, Net .........ooiviriiiiiiriiiiii e 1,205 1,294
DEfeITed tAX @SSEES . uintt ittt ittt 6,306 6,266
(01115 @ T . ORI 4,535 5,226
TOtAl ASSEES oottt et e, 1,352,135 $ 1,210,787
Liabilities
Noninterest-bearing dePoSitS  ......iviiiritiet e 322,222 $ 354,413
Interest-bearing dePoSitS  ...oviviniititiiit e 804,914 673,242
TOtal AEPOSILS  .eeeeieiitieie ettt ettt st et e 1,127,136 1,027,655
Other borrowed fUnds ... 44,593 17,945
Subordinated debentures ..ot s 8,500 8,500
Operating lease Hability ..........co.ouiiiiiiii e e e e 1,205 1,294
Allowance for credit losses on off-balance sheet commitments ............................... 692 -
Other HADIIIEIES ...\ tiviiiiiiiciiceece ettt e ebe et e eeeeeeabeesbesaseess e seesseeaseesnas 26,002 20,365
Total Habilities .....vit i 1,208,128 1,075,759

Commitments and Contingent Liabilities (See Note L)

Shareholders’ Equity

Common stock ($1.00 stated value per share, 10,000,000 shares authorized;
2023 - 5,470,453 shares issued; 2022 - 5,465,707 shares issued) ..............ce.enn.e.

Additional paid-in capital .......................
Retained earnings  ............cccoiiiiiiinininnn,
Accumulated other comprehensive income (loss)

Treasury stock, at cost (2023 - 697,321 shares; 2022 — 693,933 shares) ......................

Total shareholders’ equity  .........

Total liabilities and shareholders’ equity — ..........ccooviviiiiiiiiiiiniiiiianiinns

5,470 5,465
51,842 51,722
114,871 109,320
(11,428) (14,813)
(16,748) (16,666)
144,007 135,028
1,352,135 $ 1,210,787

See accompanying notes to consolidated financial statements
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CONSOLIDATED STATEMENTS OF INCOME

For the years ended December 31 2023 2022
(dollars in thousands, except per share data)

Interest and dividend income:

Loans, INCluding fEeS .........oviiniiiii e $ 54,821 $ 42,273
Securities:
0 &1 o) (PP 3,678 3,340
TaX @XOIMPL .ottt 162 180
DIVIAENAS ..ot s 324 316
Interest-bearing deposits with banks ..o 2,870 1,493
(041 113 (1 PP 10 14
61,865 47,616
Interest expense:
DEPOSIES ettt e e 14,174 2,130
Other borrowed fUndS ...t 1,067 412
Subordinated debDentures ............o.iuiiiiuiniii i 597 296
15,838 2,838
Netinterest iNCOME .............ooiiiiiiiiiii i e e e 46,027 44778
Provision for (recovery of) credit losses ................c.oooiiiiiiiiiiiiiiiii 2,090 (32)
Net interest income after provision for (recovery of) credit losses ..................... 43,937 44,810

Noninterest income:

Service charges on depoSit ACCOUNLS  ...euuuerinintt ettt etetetet et ettt e et eeeteeneeanns 2,700 2,443
08 A T PP 326 325
Income from bank owned life insurance and annuity assets ................ccoceeriennnnnn. 860 883
Mortgage banking iNCOME ........ceitiriniiitii ettt et e e e e e eaaeaanans 175 697
Electronic refund check / deposit fees .......c.ocvviriiiiiiriiiiiii e 675 675
Debit / credit card interchange iNCOME ..........ccovviiriiiiiriiiii i eeeaas 4,860 4,862
L0SS 0N SA1E OF SECUITEIES. ..\ ivittitiis ittt et et et e e et e e e e e eeeaaas (23) (1,537)
Tax Preparation fEES .........o.ieee ittt e 669 743
L 1 1T 2,387 1,071
12,629 10,162
Noninterest expense:
Salaries and employee benefits ..........cooviiiiiiiii 23,391 21,615
L0 107111 T2 Lo 2 1,903 1,910
Furniture and eqUIPMENt  .......o.iuiiititiiit et e 1,321 1,170
Professional fEES ...ttt 1,656 1,609
MaATKEtNG EXPEISE . neueeeteninttetente et ettt et e e et et e et e e et et e e e 1,010 1,428
FDIC INSULANCE ..ottt ettt et et e e e e e e ettt et e e e e 569 335
Daata PrOCESSINE .. euenenininitit ettt et 2,809 2,761
SO AT .t 2,649 2,197
FOrecloSed aSSES  ..ouuinritie ettt 15 63
Amortization of INtan@ibles .........o.iiiiiiiiiii e 21 35
L 11 1T N 6,024 5,917
41,368 39,040
Income before INCOME tAXES  ....uuiineiinti ittt eaeas 15,198 15,932
Provision fOr INCOME tAXES .....iuuiineiintt ittt ettt et et ettt et e e e 2,567 2,594
NET INCOME ... e $ 12,631 $ 13,338
Earnings Per SNAE ...........ooininininiti it $ 2.65 $ 2.80

See accompanying notes to consolidated financial statements



CONSOLIDATED STATEMENTS OF

COMPREHENSIVE INCOME

For the years ended December 31 2023 2022
(dollars in thousands)
NET INCOME ..o e $ 12,631 $ 13,338
Other comprehensive income (loss):
Change in unrealized gain (loss) on available for sale securities ......................... 4,067 (21,184)
Reclassification adjustment for realized 10SS€S .........oovvviriiiiiiiiiiiiiiieenensn. 23 1,537
4,090 (19,647)
Related tax effect ......oviniii i (705) 4,126
Total other comprehensive income (loss), net of tax  ..........ccovviiiiiiiniinn.. 3,385 (15,521)
Total cOMPIehensive IMCOME .......ouuiuunit ittt $ 16,016 $ (2,183)

See accompanying notes to consolidated financial statements



CONSOLIDATED STATEMENTS OF CHANGES IN
SHAREHOLDERS’ EQUITY

For the years ended December 31, 2023 and 2022
(dollars in thousands, except share and per share data)

Accumulated
Additional Other Total
Common Paid-In Retained Comprehensive Treasury Shareholders'
Stock Capital Earnings Income (Loss) Stock Equity
Balances at January 1, 2022 ....... $ 5,447 $ 51,165 $ 100,702 $ 708 $ (16,666) $ 141,356
Net income .......cceuvvenveiennnininnn - - 13,338 -—-- -—-- 13,338
Other comprehensive
income (loss), net .......cceceveveenennee. - - - (15,521) - (15,521)
Cash dividends, $.99 per share ...... ---- ---- (4,720) -—-- - (4,720)
Common stock issued to ESOP,
18,522 shares ............c.coeuee. 18 557 - o - 575
Balances at December 31, 2022 ... 5,465 51,722 109,320 (14,813) (16,666) 135,028

Cumulative change in adopting

ASU2016-13.....cciiiiiiinnnne. o - (2,209) - o (2,209)
Balance at January 1, 2023 (as

adjusted for change in adopting

ASU2016-13) oo 5,465 51,722 107,111 (14,813) (16,666) 132,819
Net income ..........cevevevenenenen.. - - 12,631 - - 12,631
Other comprehensive income (loss),

(1S, PPt - - - 3,385 - 3,385
Cash dividends, $1.02 per share ... -—- -—- (4,871) - - (4,871)
Common Stock issued to ESOP,

4746 shares ..........coovvvinnnn.n.. 5 120 —- —— —- 125
Shares acquired for treasury,

3,388 shares .........c.cceeveniinnnene -—-- -—-- -—-- -—-- (82) (82)
Balances at December 31, 2023 ... $ 5,470 $ 51,842 $ 114,871 § (11,428) $ (16,748) $ 144,007

See accompanying notes to consolidated financial statements



CONSOLIDATED STATEMENTS OF CASH FLOWS

For the years ended December 31 2023 2022
(dollars in thousands)
Cash flows from operating activities:
NEEINCOIME ..ttt ettt e e e e et 12,631 $ 13,338
Adjustments to reconcile net income to net cash provided by operating activities:
Provision for (recovery of) credit 10SSeS ........ouiviiiniiii 2,090 (32)
Depreciation of premises and eqUIPMENt .............o.eiiiiiiiitiiiiiiieeeeeeen. 1,562 1,464
Accretion of building grant ...............ooiiiiiiiii “4) 3)
Net amortization (accretion) of purchase accounting adjustments ..................c.covevevenne. (€8] 34
Net amortization (accretion) of SECUTTHIES ........viriririiiit et e e (478) 100
Net realized 10ss 0n sale Of SECUMTIES. .. ....vivriiri it 23 1,537
Proceeds from sale of loans in secondary market 125 7,831
Loans disbursed for sale in secondary market ................ooooiiiiiiiiiiiiiiiiini e (124) (7,134)
Amortization of mortgage servicing rights ..............cooiiiiiiiiiiiii 53 71
Gain on sale 0f L0ANS ... ..ottt (228) (768)
Amortization of intangible aSSETS .............cuiiuiiiiiiiiiii i 21 35
Amortization of certificates of deposit premiums ................coooiiiiiiiiiiiiiiii, 7 22
Deferred tax (benefit) EXPEense ..........ooeieeuiuinii i (745) 288
Contribution of common stock to ESOP ...........cooiiiiiiiiiii 125 575
Earnings on bank owned life insurance and annuity assets .............c.cccoeeeveiiiiinienen.. (860) (883)
Change in accrued interest receivable ............o.iuviiiiiii e (494) (417)
Change in other Habilities ... ... ..ottt 5,567 1,223
Change i OThET @SSELS ... ...iuint ettt e e 1,477 (1,291)
Net cash provided by operating activities ..............coeveviiiiiiininiiiiinieieenee. 20,747 15,990
Cash flows from investing activities:
Proceeds from sales of securities available for sale..................ooen oo 1,067 10,963
Proceeds from maturities and paydowns of securities available for sale .............................. 25,901 27,524
Purchases of securities available for sale ... (586) (66,821)
Proceeds from calls and maturities of securities held to maturity ..................coooviiiiin.... 1,217 1,044
Proceeds from maturities of certificates of deposit in financial institutions........................... 2,100 445
Purchases of certificates of deposit in financial institutions.................cooeviiiiiiiiin, (245) -
Purchases of restricted investments in bank StOCKS..............cooiiiiiiiiiiiiii (969) -
Redemptions of restricted investments in bank stocks...............ccooviiiiiiiiiiiiii 1,885 1,312
Net change in L0aNS  .....inii e (87,481) (55,028)
Purchases of premises and eqUIPMENt  .........o.iuiiiiiititii e (2,689) (1,988)
Disposals of premises and €qUIPIMENT  ...........iuiuiitiiitiiiiiii e 219 420
Proceeds from building @rant .............ooooiuieiiiiiii e - 200
Reimbursement of building grant ...............ooiiiiiiii e (100) -
Purchases of bank owned life insurance and annuity assets ..............cooeviieiiinineniinenennannn (250) (1,463)
Withdrawals from bank owned life insurance and annuity assets ............c.cccoevvevinininnnnnnn 144 -
Net cash (used in) INVEStING ACIVILIES . ..vuvvrnininitieeeer et (59,787) (83,392)
Cash flows from financing activities:
Change N AEPOSIES .. ..eueninit et et 99,481 (32,253)
Cash dIVIAENAS ...ueeinii e (4,871) (4,720)
Purchases of treasury StOCK. ... ....ouuiuini i e (82) -
Proceeds from Federal Home Loan Bank borrowings ..............c.cooviiiiiiniiiiiiiiiiaann, 30,001 2
Repayment of Federal Home Loan Bank borrowings ...............cooiiiiiiiiiiiiiiiiininans (3,371) (1,909)
Change in other short-term bOrrOWINGS ...........c.viuiiiiiiiiiiiiiiii e 18 238
Net cash provided by (used in) financing activities ..............cooeviiiiiiiiiiininenene.. 121,176 (38,642)
Cash and cash equivalents:
Change in cash and cash equivalents ..o 82,136 (106,044)
Cash and cash equivalents at beginning of year ................cooiiiiiiiiiiiiiiiiiii 45,990 152,034
Cash and cash equivalents at end of year .............c.oooiiiiiiiiiiii, 128,126 $ 45,990
Supplemental disclosure:
Cash Paid fOr INTETEST .....v.et ittt et et e e e et e e e e e e e e 9,674 $ 2,845
Cash paid fOr INCOME tAXES .. ... ..uttit et 2,750 1,975
Transfers from loans to other real estate OWned ..............cooooiiiiiiiiiiiiiiiiii 129 ----
Operating lease liability arising from obtaining right-of-use asset..............ccoceevviiiiinnnn.n. 187 108

See accompanying notes to consolidated financial statements
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Amounts are in thousands, except share and per share data.

Note A - Summary of Significant Accounting Policies

Description of Business: Ohio Valley Banc Corp. (“Ohio Valley”) is a financial holding company registered under the Bank
Holding Company Act of 1956. Ohio Valley has one banking subsidiary, The Ohio Valley Bank Company (the “Bank’), an
Ohio state-chartered bank that is a member of the Federal Reserve Bank (“FRB”) and is regulated primarily by the Ohio
Division of Financial Institutions and the Federal Reserve Board. Ohio Valley also has a subsidiary that engages in consumer
lending generally to individuals with higher credit risk history, Loan Central, Inc.; and a subsidiary insurance agency that
facilitates the receipts of insurance commissions, Ohio Valley Financial Services Agency, LLC. The Bank has one wholly-
owned subsidiary, Ohio Valley REO, LLC (“Ohio Valley REO”), an Ohio limited liability company, to which the Bank
transfers certain real estate acquired by the Bank through foreclosure for sale by Ohio Valley REO. In December 2023, Ohio
Valley ceased operating Race Day Mortgage, Inc. (“Race Day”), which had been a wholly-owned subsidiary of the Bank since
April 2021. The decision to cease operating Race Day was made due to low loan demand, poor employee retention, and lack
of profitability. In December 2023, Ohio Valley also ceased operating OVBC Captive, Inc. (the “Captive”), which had been a
subsidiary of Ohio Valley since July 2014. The decision to cease operating the Captive was the result of proposed IRS
regulations that adversely impacted the taxation of small captives and severely limited the Captive’s ability to operate. Ohio
Valley and its subsidiaries are collectively referred to herein as the “Company.”

The Company provides a full range of commercial and retail banking services from 23 offices located in southeastern
Ohio and western West Virginia. It accepts deposits in checking, savings, time and money market accounts and makes
personal, commercial, floor plan, student, construction and real estate loans. Substantially all loans are secured by specific
items of collateral, including business assets, consumer assets, and commercial and residential real estate. Commercial loans
are expected to be repaid from cash flow from business operations. The Company also offers safe deposit boxes, wire transfers
and other standard banking products and services. The Bank’s deposits are insured by the Federal Deposit Insurance
Corporation (“FDIC”). In addition to accepting deposits and making loans, the Bank invests in U. S. Government and agency
obligations, interest-bearing deposits in other financial institutions and investments permitted by applicable law.

The Bank’s trust department provides a wide variety of fiduciary services for trusts, estates and benefit plans and also
provides investment and security services as an agent for its customers.

Principles of Consolidation: The consolidated financial statements include the accounts of Ohio Valley and its wholly-owned
subsidiaries, the Bank, Loan Central, Inc., and Ohio Valley Financial Services Agency, LLC. All material intercompany
accounts and transactions have been eliminated.

Industry Segment Information: Internal financial information is primarily reported and aggregated in two lines of business,
banking and consumer finance.

Use of Estimates: The accounting and reporting policies followed by the Company conform to U.S. generally accepted
accounting principles (“US GAAP”) established by the Financial Accounting Standards Board (“FASB”). The preparation of
financial statements in conformity with US GAAP requires management to make estimates and assumptions that affect the
amounts reported in the financial statements and the disclosures provided, and actual results could differ.

Cash and Cash Equivalents: Cash and cash equivalents include cash on hand, noninterest-bearing deposits with banks, federal
funds sold and interest-bearing deposits with banks with maturity terms of less than 90 days. Generally, federal funds are
purchased and sold for one-day periods. The Company reports net cash flows for customer loan transactions, deposit
transactions, short-term borrowings and interest-bearing deposits with other financial institutions.

Certificates of deposit in financial institutions: Certificates of deposit in financial institutions are carried at cost and have
maturity terms of 90 days or greater. The Company had no certificates of deposit in financial institutions at December 31, 2023.

Debt Securities: The Company classifies securities into held to maturity (“HTM”) and available for sale (“AFS”) categories.
HTM securities are those which the Company has the positive intent and ability to hold to maturity and are reported at amortized
cost. Securities classified as AFS include securities that could be sold for liquidity, investment management or similar reasons
even if there is not a present intention of such a sale. AFS securities are reported at fair value, with unrealized gains or losses
included in other comprehensive income, net of tax.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Amounts are in thousands, except share and per share data.

Note A - Summary of Significant Accounting Policies (continued)

Premium amortization is deducted from, and discount accretion is added to, interest income on securities using the
level yield method without anticipating prepayments, except for mortgage-backed securities where prepayments are
anticipated. Gains and losses are recognized upon the sale of specific identified securities on the completed trade date.

Allowance for Credit Losses (“ACL”) — AFS Securities: For AFS debt securities in an unrealized position, the Company first
assesses whether it intends to sell, or it is 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 debt securities AFS that do not meet the aforementioned criteria, the Company
evaluates whether the decline in fair values has resulted from credit losses or other factors. In making this assessment,
management 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 assessment 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 ACL is recorded for the credit loss, limited by the amount that the fair value is less than the amortized
cost basis. Any impairment that has not been recorded through an ACL is recognized in other comprehensive income.

Changes in the ACL are recorded as credit loss expense (or reversal). Losses are charged against the allowance when
management believes the uncollectibility of an AFS security is confirmed or when either of the criteria regarding intent or
requirement to sell is met.

Accrued interest receivable on AFS debt securities totaled $394 at December 31, 2023, and is excluded from the
estimate of credit losses.

Management classifies the AFS portfolio into the following major security types: U.S. Government securities, U.S.
Government sponsored entity securities, and Agency mortgage-backed residential securities. At December 31, 2023, there was
no ACL related to AFS debt securities.

ACL — HTM Securities: Management measures expected credit losses on HTM debt securities on a collective basis by major
security type with each type sharing similar risk characteristics and considers historical credit loss information that is adjusted
for current conditions and reasonable and supportable forecasts. The ACL on securities HTM is a contra asset valuation account
that is deducted from the carrying amount of HTM securities to present the net amount expected to be collected. HTM securities
are charged off against the ACL when deemed uncollectible. Adjustments to the ACL are reported in the Company’s
consolidated statements of income in the provision for credit losses. Accrued interest receivable on HTM securities is excluded
from the estimate of credit losses. Management classifies the HTM portfolio into two major security types: Obligations of
states and political subdivisions and Agency mortgage-backed residential securities. Agency mortgage-backed residential
securities consist of only two securities with balances that are not significant. With regard to obligations of states and political
subdivisions, management considers (1) issuer bond ratings, (2) historical loss rates for given bond ratings, (3) the financial
condition of the issuer, and (4) whether issuers continue to make timely principal and interest payments under the contractual
terms of the securities. At December 31, 2023, there was $2 in the ACL related to HTM debt securities, which included a $1
recovery of provision expense during the year ended December 31, 2023.

Restricted Investments in Bank Stocks: As a member of the Federal Home Loan Bank (“FHLB”) system and the FRB system,
the Bank is required to own a certain amount of stock based on its level of borrowings and other factors and may invest in
additional amounts. FHLB stock and FRB stock are carried at cost, classified as restricted securities, and periodically evaluated
for impairment based on ultimate recovery of par value. Both cash and stock dividends are reported as income. The Company
has additional investments in other restricted bank stocks that are not material to the financial statements.

Loans: Loans that management has the intent and ability to hold for the foreseeable future or until maturity or payoff are
reported at the principal balance outstanding, net of unearned interest, deferred loan fees and costs, and an ACL. Interest income
is reported on an accrual basis using the interest method and includes amortization of net deferred loan fees and costs over the
loan term using the level yield method without anticipating prepayments. The amount of the Company’s recorded investment
is not materially different than the amount of unpaid principal balance for loans.
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Note A - Summary of Significant Accounting Policies (continued)

Interest income is discontinued and the loan moved to non-accrual status when full loan repayment is in doubt,
typically when the loan payments are past due 90 days or over unless the loan is well-secured or in process of collection. Past
due status is based on the contractual terms of the loan. In all cases, loans are placed on nonaccrual or charged-off at an earlier
date if collection of principal or interest is considered doubtful.

All interest accrued but not received for loans placed on nonaccrual is reversed against interest income. Interest
received on such loans is accounted for on the cash-basis method until qualifying for return to accrual. Loans are returned to
accrual status when all the principal and interest amounts contractually due are brought current and future payments are
reasonably assured.

The Bank also originates long-term, fixed-rate mortgage loans, with the full intention of being sold to the secondary
market. These loans are considered held for sale during the period of time after the principal has been advanced to the borrower
by the Bank, but before the Bank has been reimbursed by the Federal Home Loan Mortgage Corporation, typically within a
few business days. Loans sold to the secondary market are carried at the lower of aggregate cost or fair value. As of December
31, 2023 and 2022, there were no loans held for sale by the Bank.

ACL - Loans: The ACL for loans is a contra asset valuation account that 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 adjusted through the provision for credit losses and reduced by net charge offs of loans.

The ACL is an estimate of expected credit losses, measured over the contractual life of a loan, that considers 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 loans that share similar risk characteristics and evaluation of loans that do not share risk characteristics with other
loans.

The ACL is measured on a collective (pool) basis when similar risk characteristics exist. The Company has identified
the following portfolio segments and measures the ACL using the following methods:

Portfolio Segment

Measurement Method

Loss Driver

Residential real estate

Commercial real estate:
Owner-occupied
Nonowner-occupied
Construction

Commercial and industrial

Consumer:
Automobile
Home equity
Other

Cumulative Undiscounted Expected Loss

Cumulative Undiscounted Expected Loss
Cumulative Undiscounted Expected Loss
Cumulative Undiscounted Expected Loss

Cumulative Undiscounted Expected Loss

Cumulative Undiscounted Expected Loss
Cumulative Undiscounted Expected Loss
Cumulative Undiscounted Expected Loss,
Remaining Life Method

National Unemployment, National GDP

National Unemployment, National GDP
National Unemployment, National GDP
National Unemployment, National GDP

National Unemployment, National GDP
National Unemployment

National Unemployment
National Unemployment

Historical credit loss experience is the basis for the estimation of expected credit losses. We apply historical loss rates
to pools of loans with similar risk characteristics. In defining historical loss rates and the prepayment rates and curtailment
rates used to determine the expected life of loans, the use of regional and national peer data was used. After consideration of
the historic loss calculation, management applies qualitative adjustments to reflect the current conditions and reasonable and
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Note A - Summary of Significant Accounting Policies (continued)

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 national unemployment rate and the national gross domestic product forecast
for the first year. For periods beyond our reasonable and supportable forecast, we revert to historical loss rates utilizing a
straight-line method over a two-year 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 Company’s loan review system,
value of underlying collateral, the volume and severity of past due loans, the value of underlying collateral for collateral
dependent loans, the existence of and changes in concentrations and other external factors. Each factor is assigned a value to
reflect improving, stable, or declining conditions based on management’s best judgment using relevant information available
at the time of the evaluation. Expected credit losses are estimated over the contractual term of the loans, adjusted for expected
prepayments when appropriate. The contractual term excludes expected extensions, renewals, and modifications unless either
of the following applies: management has a reasonable expectation at the reporting date that a troubled debt restructuring will
be executed with an individual borrower, or the extension of renewal options are included in the original or modified contract
at the reporting date and are not unconditionally cancellable by the Company.

The Company 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.

Loans that do not share risk characteristics are evaluated on an individual basis. Loans evaluated individually are not
also included in the collective evaluation. We evaluate all loans that meet the following criteria: 1) when it is determined that
foreclosure is probable; 2) substandard, doubtful and nonperforming loans when repayment is expected to be provided
substantially through the operation or sale of the collateral; 3) when it is determined by management that a loan does not share
similar risk characteristics with other loans. Specific reserves are established based on the following three acceptable methods
for measuring the ACL: 1) the present value of expected future cash flows discounted at the loan’s original effective interest
rate; 2) the loan’s observable market price; or 3) the fair value of the collateral when the loan is collateral dependent. Our
individual loan evaluations consist primarily of the fair value of collateral method because most of our loans are collateral
dependent. Collateral values are discounted to consider disposition costs when appropriate. A specific reserve is established or
a charge-off is taken if the fair value of the loan is less than the loan balance.

At December 31, 2023, there was $8,767 in the ACL related to loans, with corresponding provision expense of $2,030
during the year ended December 31, 2023.

The Company’s loan portfolio segments have been identified as follows: Commercial and Industrial, Commercial
Real Estate, Residential Real Estate, and Consumer.

Commercial and industrial: Portfolio segment consists of borrowings for commercial purposes to individuals, corporations,
partnerships, sole proprietorships, and other business enterprises. Commercial and industrial loans are generally secured by
business assets such as equipment, accounts receivable, inventory, or any other asset excluding real estate and generally made
to finance capital expenditures or operations. The Company’s risk exposure is related to deterioration in the value of collateral
securing the loan should foreclosure become necessary. Generally, business assets used or produced in operations do not
maintain their value upon foreclosure, which may require the Company to write down the value significantly to sell.

Commercial real estate: Portfolio segment consists of nonfarm, nonresidential loans secured by owner-occupied and nonowner-
occupied commercial real estate as well as commercial construction loans. An owner-occupied loan relates to a borrower
purchased building or space for which the repayment of principal is dependent upon cash flows from the ongoing business
operations conducted by the party, or an affiliate of the party, who owns the property. Owner-occupied loans that are dependent
on cash flows from operations can be adversely affected by current market conditions for their product or service. A nonowner-
occupied loan is a property loan for which the repayment of principal is dependent upon rental income associated with the
property or the subsequent sale of the property. Nonowner-occupied loans that are dependent upon rental income are primarily
impacted by the level of interest rates associated with the debt and to local economic conditions, which dictate occupancy rates
and the amount of rent charged. The increase in debt service due to higher interest rates may not be able to be passed on to
tenants. As part of the origination process, loan interest rates and occupancy rates are stressed to determine the impact on the
borrower’s ability to maintain adequate debt service under different economic conditions. Furthermore, the Company monitors
the concentration in any one industry and has established limits relative to capital. In addition, credit quality trends are

13



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Amounts are in thousands, except share and per share data.

Note A - Summary of Significant Accounting Policies (continued)

monitored by industry to determine if a change in the risk exposure to a certain industry may warrant a change in our
underwriting standards. Commercial construction loans consist of borrowings to purchase and develop raw land into 1-4 family
residential properties. Construction loans are extended to individuals as well as corporations for the construction of an
individual or multiple properties and are secured by raw land and the subsequent improvements. Repayment of the loans to
real estate developers is dependent upon the sale of properties to third parties in a timely fashion upon completion. Should there
be delays in construction or a downturn in the market for those properties, there may be significant erosion in value that may
be absorbed by the Company.

Residential real estate: Portfolio segment consists of loans to individuals for the purchase of 1-4 family primary residences
with repayment primarily through wage or other income sources of the individual borrower. The Company’s loss exposure to
these loans is dependent on local market conditions for residential properties as loan amounts are determined, in part, by the
fair value of the property at origination.

Consumer: Portfolio segment consists of loans to individuals secured by automobiles, open-end home equity loans and other
loans to individuals for household, family, and other personal expenditures, both secured and unsecured. These loans typically
have maturities of six years or less with repayment dependent on individual wages and income. The risk of loss on consumer
loans is elevated as the collateral securing these loans, if any, rapidly depreciate in value or may be worthless and/or difficult
to locate if repossession is necessary. The Company has allocated the highest percentage of its ACL as a percentage of loans
to the other identified loan portfolio segments due to the larger dollar balances associated with such portfolios.

ACL — Off-Balance Sheet Credit Exposures: The Company estimates expected credit losses over the contractual period in
which the Company is exposed to credit risk via a contractual obligation to extend credit, unless that obligation is
unconditionally cancellable by the Company. The ACL on off-balance sheet credit exposures is adjusted through credit loss
expense. The estimate includes consideration of the likelihood that funding will occur and an estimate of expected credit losses
on commitments expected to be funded over its estimated life. At December 31, 2023, there was $692 in the ACL related to
off-balance sheet credit exposures, with corresponding provision expense of $61 during the year ended December 31, 2023.

Concentrations of Credit Risk: The Company grants residential, consumer and commercial loans to customers located
primarily in the southeastern Ohio and western West Virginia areas.

The following represents the composition of the Company’s loan portfolio as of December 31:

% of Total Loans

2023 2022
Residential real estate loans ..................cceueneen. 32.88% 33.56%
Commercial real estate loans .......................... 33.22% 32.63%
Consumer loans ...........cooeiiiiiiiiiiiine, 17.72% 16.72%
Commercial and industrial loans ....................... 16.18% 17.09%

100.00%  100.00%

The Bank, in the normal course of its operations, conducts business with correspondent financial institutions. Balances
in correspondent accounts, investments in federal funds, certificates of deposit and other short-term securities are closely
monitored to ensure that prudent levels of credit and liquidity risks are maintained. At December 31, 2023, the Bank’s primary
correspondent balance was $113,136 on deposit at the FRB, Cleveland, Ohio.

Premises and Equipment: Land is carried at cost. Premises and equipment are stated at cost less accumulated depreciation,
which is computed using the straight-line method over the estimated useful life of the owned asset and, for leasehold
improvement, over the remaining term of the leased facility, whichever is shorter. The useful lives range from three to eight
years for equipment, furniture and fixtures and seven to 39 years for buildings and improvements.

The Company enters into leases in the normal course of business primarily for branch buildings and office space to
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Note A - Summary of Significant Accounting Policies (continued)

conduct business. The Company’s leases have remaining terms ranging from 28 months to 18 years, some of which include
options to extend the leases for up to 15 years.

The Company includes lease extension and termination options in the lease term if, after considering relevant
economic factors, it is reasonably certain the Company will exercise the option. In addition, the Company has elected to account
for any non-lease components in its real estate leases as part of the associated lease component. The Company has also elected
to not recognize leases with original lease terms of 12 months or less (short-term leases) on the Company’s balance sheet.

Leases are classified as operating or finance leases at the lease commencement date. Lease expense for operating
leases and short-term leases is recognized on a straight-line basis over the lease term. Right-of-use (“ROU”) assets represent
our right to use an underlying asset for the lease term and lease liabilities are recognized at the lease commencement date based
on the estimated present value of lease payments over the lease term. At December 31, 2023 and 2022, the Company did not
have any finance leases.

The Company’s operating lease ROU assets and operating lease liabilities are valued based on the present value of
future minimum lease payments, discounted with an incremental borrowing rate for the same term as the underlying lease. The
Company has one lease arrangement that contains variable lease payments that are adjusted periodically for an index.

Foreclosed assets: Assets acquired through or instead of loan foreclosure are initially recorded at fair value less costs to sell
when acquired, establishing a new cost basis. Physical possession of residential real estate property collateralizing a consumer
mortgage loan occurs when legal title is obtained upon completion of foreclosure or when the borrower conveys all interest in
the property to satisfy the loan through completion of a deed in lieu of foreclosure or through a similar legal agreement. These
assets are subsequently accounted for at lower of cost or fair value less estimated costs to sell. If fair value declines subsequent
to foreclosure, a valuation allowance is recorded through expense. Operating costs after acquisition are expensed.

Goodwill: Goodwill arises from business combinations and is generally determined as the excess of the fair value of the
consideration transferred, plus the fair value of any noncontrolling interests in the acquiree, over the fair value of the net assets
acquired and liabilities assumed as of the acquisition date. Goodwill acquired in a purchase business combination and
determined to have an indefinite useful life are not amortized but tested for impairment at least annually. Goodwill is the only
intangible asset with an indefinite life on our balance sheet. The Company has selected December 31 as the date to perform its
annual qualitative impairment test. Given that the Company has been profitable and had positive equity, the qualitative
assessment indicated that it was more likely than not that the fair value of goodwill was more than the carrying amount, resulting
in no impairment.

Long-term Assets: Premises and equipment and other long-term assets are reviewed for impairment when events indicate their
carrying amount may not be recoverable from future undiscounted cash flows. If impaired, the assets are recorded at fair value.

Mortgage Servicing Rights: A mortgage servicing right (“MSR”) is a contractual agreement where the right to service a
mortgage loan is sold by the original lender to another party. When the Company sells mortgage loans to the secondary market,
it retains the servicing rights to these loans. The Company’s MSR is recognized separately when acquired through sales of
loans and is initially recorded at fair value with the income statement effect recorded in mortgage banking income.
Subsequently, the MSR is then amortized in proportion to and over the period of estimated future servicing income of the
underlying loan. The MSR is then evaluated for impairment periodically based upon the fair value of the rights as compared to
the carrying amount, with any impairment being recognized through a valuation allowance. Fair value of the MSR is based on
market prices for comparable mortgage servicing contracts. Impairment is determined by stratifying rights into groupings based
on predominant risk characteristics, such as interest rate, loan type and investor type. If the Company later determines that all
or a portion of the impairment no longer exists for a particular grouping, a reduction of the allowance may be recorded as an
increase to income. At December 31, 2023 and 2022, the Company’s MSR assets were $403 and $456, respectively.

Earnings Per Share: Earnings per share is based on net income divided by the following weighted average number of common
shares outstanding during the periods: 4,774,607 for 2023 and 4,769,135 for 2022. Ohio Valley had no dilutive effect and no
potential common shares issuable under stock options or other agreements for any period presented.

Income Taxes: Income tax expense is the sum of the current year income tax due or refundable and the change in deferred tax
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Note A - Summary of Significant Accounting Policies (continued)

assets and liabilities. Deferred tax assets and liabilities are the expected future tax consequences of temporary differences
between the carrying amounts and tax bases of assets and liabilities, computed using enacted tax rates. The effect on deferred
tax assets and liabilities of a change in tax rates is recognized at the time of enactment of such change in tax rates. A valuation
allowance, if needed, reduces deferred tax assets to the amount expected to be realized.

A tax position is recognized as a benefit only if it is “more likely than not” that the tax position would be sustained in
a tax examination, with a tax examination being presumed to occur. The amount recognized is the largest amount of tax benefit
that is greater than 50% likely of being realized on examination. For tax positions not meeting the “more likely than not” test,
no tax benefit is recorded. The Company recognizes interest and/or penalties related to income tax matters in income tax
expense.

Comprehensive Income: Comprehensive income consists of net income and other comprehensive income (loss). Other
comprehensive income (loss) includes unrealized gains and losses on securities available for sale which are also recognized as
separate components of equity, net of tax.

Loss Contingencies: Loss contingencies, including claims and legal actions arising in the ordinary course of business, are
recorded as liabilities when the likelihood of loss is probable and an amount or range of loss can be reasonably estimated.
Management does not believe there now are such matters that will have a material effect on the financial statements.

Bank Owned Life Insurance and Annuity Assets: The Company has purchased life insurance policies on certain key
executives. Bank owned life insurance is recorded at the amount that can be realized under the insurance contract at the balance
sheet date, which is the cash surrender value adjusted for other charges or other amounts due that are probable at settlement.
The Company also purchased an annuity investment for a certain key executive that earns interest.

Employee Stock Ownership Plan: Compensation expense is based on the market price of shares as they are committed to be
allocated to participant accounts.

Dividend Reinvestment Plan: The Company maintains a Dividend Reinvestment Plan. The plan enables shareholders to elect
to have their cash dividends on all or a portion of shares held automatically reinvested in additional shares of the Company’s
common stock. The stock is issued out of the Company’s authorized shares and credited to participant accounts at fair market
value. Dividends are reinvested on a quarterly basis.

Loan Commitments and Related Financial Instruments: Financial instruments include off-balance sheet credit instruments,
such as commitments to make loans and commercial letters of credit, issued to meet customer financing needs. The face
amount for these items represents the exposure to loss, before considering customer collateral or ability to repay. These
financial instruments are recorded when they are funded. See Note L for more specific disclosure related to loan commitments.

Dividend Restrictions: Banking regulations require maintaining certain capital levels and may limit the dividends paid by the
Bank to Ohio Valley or by Ohio Valley to its shareholders. See Note P for more specific disclosure related to dividend
restrictions.

Restrictions on Cash: Cash on hand or on deposit with a third-party correspondent bank and the FRB totaled $113,136 and
$30,908 at year-end 2023 and 2022, respectively, and were subject to clearing requirements but not subject to any regulatory
reserve requirements. The balances on deposit with a third-party correspondent do not earn interest.

Derivatives: At the inception of a derivative contract, the Company designates the derivative as one of three types based on
the Company’s intentions and belief as to likely effectiveness as a hedge. These three types are (1) a hedge of the fair value of
a recognized asset or liability or of an unrecognized firm commitment (“fair value hedge”), (2) a hedge of a forecasted
transaction or the variability of cash flows to be received or paid related to a recognized asset or liability (“cash flow hedge”),
or (3) an instrument with no hedging designation (“stand-alone derivative”).

Net cash settlements on derivatives that qualify for hedge accounting are recorded in interest income or interest
expense, based on the item being hedged. Net cash settlements on derivatives that do not qualify for hedge accounting are
reported in noninterest income. Cash flows on hedges are classified in the cash flow statement the same as the cash flows of

16



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Amounts are in thousands, except share and per share data.
Note A - Summary of Significant Accounting Policies (continued)

the items being hedged.

At December 31, 2023 and 2022, the only derivative instruments used by the Company were interest rate swaps, which
are classified as stand-alone derivatives. See Note H for more specific disclosures related to interest rate swaps.

Fair Value of Financial Instruments: Fair values of financial instruments are estimated using relevant market information and
other assumptions, as more fully disclosed in Note O. Fair value estimates involve uncertainties and matters of significant
judgment regarding interest rates, credit risk, prepayments, and other factors, especially in the absence of broad markets for
particular items. Changes in assumptions or in market conditions could significantly affect the estimates.

Reclassifications: The consolidated financial statements for 2022 have been reclassified to conform with the presentation for
2023. These reclassifications had no effect on the net results of operations or shareholders’ equity.

Adoption of New Accounting Pronouncements: Effective January 1, 2023, the Company adopted ASU No. 2022-02 Financial
Instruments - Credit Losses (Topic 326): TDR’s and Vintage Disclosures. This new accounting guidance eliminated the
previous accounting guidance for troubled debt restructurings (“TDRs”) and resulted in additional disclosure requirements
related to gross charge offs by year of origination and the removal of TDR disclosures, replaced by additional disclosures on
the types of modifications of loans to borrowers experiencing financial difficulties.

Effective January 1, 2023, the Company adopted ASU No. 2016-13 Financial Instruments - Credit Losses (Topic
326): Measurement of Credit Losses on Financial Instruments, (“ASU 2016-13") (“ASC 326”), as amended. The new
accounting guidance replaces the “incurred loss” model with an “expected loss” model, which is referred to as the current
expected credit loss (“CECL”) model. The measurement of expected credit losses under the CECL model is applicable to
financial assets measured at amortized cost, including loan receivables and HTM debt securities. It also applies to off-balance
sheet credit exposures not accounted for as insurance (loan commitments, standby letters of credit, financial guarantees, and
other similar instruments). In addition, ASC 326 made changes to the accounting for available for sale debt securities. One
such change is to require credit losses to be presented as an allowance rather than as a write-down on available for sale debt
securities management does not intend to sell or believes that it is more likely than not they will be required to sell.

The Company adopted ASC 326 using the modified retrospective method for all financial assets measured at amortized
cost and off-balance sheet credit exposures. Results for reporting periods beginning after January 1, 2023 are presented under
ASC 326 while prior period amounts continue to be reported in accordance with previously applicable US GAAP. The
Company recorded a net decrease to retained earnings of $2,209 as of January 1, 2023 for the cumulative effect of adopting
ASC 326.

The following table illustrates the transition adjustment of adopting ASC 326:

January 1, 2023

As Reported Impact of
Under ASC Pre-ASC 326 ASC 326
326 Adoption Adoption
Assets:
ACL - HTM debt securities
Obligations of states and political subdivisions ................................. $ 3 8 - 3 3
ACL - Loans
Residential real estate ............o.oviiiiiiiiiiiii i 2,026 681 1,345
Commercial real €State ..........coviuiiriiniitii i 2,200 2,038 162
Commercial and industrial ... 1,177 1,293 (116)
[0F0) 1118011 SR 2,028 1,257 771
TOtal ACL = LOANS ....vnititiit et e e e e $ 7,431 $ 5269 $ 2,162
DEfEITed taX @SSELS ... v.virit ittt ettt e e e e $ 6,853  $ 6,266 $ 587
Liabilities:
ACL - Off-balance sheet COMMItMENtS ...............oevviiininiiiininiriininannane. $ 631 $ - 3 631
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Note B - Securities
The following table summarizes the amortized cost and fair value of securities available for sale and securities held to

maturity at December 31, 2023 and 2022, and the corresponding amounts of gross unrealized gains and losses recognized in
accumulated other comprehensive income (loss) and gross unrecognized gains and losses:

Gross Gross
Amortized Unrealized Unrealized Estimated
Securities Available for Sale Cost Gains Losses Fair Value
December 31, 2023
U.S. GOVErnment SECUTTEIES .........uenueneee et $ 52,174  $ - 3 (1,877) $ 50,297
U.S. Government sponsored entity SECUrities ..................oeevenn.. 6,527 -—-- (650) 5,877
Agency mortgage-backed securities, residential ........................ 118,218 - (12,134) 106,084
Total SECUTIHIES .. vvveitiieiee it $ 176,919 $ - 8§ (14,661) § 162,258
December 31, 2022
U.S. Government SECUIItIES ............veueueninurieeininiiienenenenen. $ 57,698 $ - 3 (2,906) $ 54,792
U.S. Government sponsored entity SECUrities .................c..coeoeuene 8,845 -—-- (862) 7,983
Agency mortgage-backed securities, residential ........................ 136,282 - (14,983) 121,299
Total SECUTIES. ...\t ie et $ 202,825 $ - § (18,751) $ 184,074
Gross Gross
Amortized Unrecognized Unrecognized Estimated Allowance for
Securities Held to Maturity Cost Gains Losses Fair Value Credit Losses
December 31, 2023
Obligations of states and political subdivisions ....... $ 7,987 $ 17 8 615) $ 7,389 § ?2)
Agency mortgage-backed securities, residential ...... 1 -—-- ---- 1 ----
Total SECUrItIes . ..uvvuevneineineieiiiiiieiiieaneae $ 7,988 $ 17§ (615) $ 7,390 $ 2)
December 31, 2022
Obligations of states and political subdivisions ....... $ 9,225 $ 32§ (798) $ 8,459
Agency mortgage-backed securities, residential ...... 1 -—-- ---- 1
Total securities ...........ceevveviiininninenennnn. $ 9,226 $§ 32§ (798) $ 8,460

At year-end 2023 and 2022, 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 shareholders’ equity.

During 2023, proceeds from the sales of debt securities totaled $1,067 with gross losses of $23 recognized. During
2022, proceeds from the sales of debt securities totaled $10,963 with gross losses of $1,537 recognized.

Securities with a carrying value of approximately $126,994 at December 31, 2023 and $126,318 at December 31,
2022 were pledged to secure public deposits and repurchase agreements and for other purposes as required or permitted by law.
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Note B - Securities (continued)

The amortized cost and estimated fair value of debt securities at December 31, 2023, by contractual maturity, are
shown below. Actual maturities may differ from contractual maturities because certain issuers may have the right to call or
prepay the debt obligations prior to their contractual maturities. Securities not due at a single maturity are shown separately.

Available for Sale Held to Maturity
Estimated Estimated
Amortized Fair Amortized Fair
Debt Securities: Cost Value Cost Value
Due in 0ne year o1 €SS ........ovuvveinineieniiieieeieeaaneen $ 17,424  $ 17,257 $ 397 $ 392
Due in one to five Years ..........ccooveveiiiiiiiiiiniiiiiineannn. 41,277 38,917 3,974 3,780
Due in five to ten Years .........ceeeuiuiiierininiiieiiiiieanenaans - - 1,490 1,297
Due after ten years — .....o.ciiiiiiiiiiie s - - 2,126 1,920
Agency mortgage-backed securities, residential ................. 118,218 106,084 1 1
Total debt securities ..............ccoovviiiiiiiiiiinininane... $ 176,919 §$ 162,258 § 7,988 $ 7,390

The following table summarizes debt securities available for sale in an unrealized loss position for which an ACL has
not been recorded at December 31, 2023 and December 31, 2022, aggregated by major security type and length of time in a
continuous unrealized loss position:

December 31, 2023 Less than 12 Months 12 Months or More Total
Fair Unrealized Fair Unrealized Fair Unrealized
Securities Available for Sale Value Loss Value Loss Value Loss
U.S. Government securities ............ $ 9,474 $ 52) $ 40,823 § (1,825) $ 50,297 $ (1,877)
U.S. Government sponsored entity
SECUTTHES +ovvvrreriereraneeinn, - - 5,877 (650) 5,877 (650)
Agency mortgage-backed securities,
residential ..........vvveveeeneeen, 106,084 (12,134) 106,084 (12,134)
Total available for sale ...... $ 9474 $ 52) $ 152,784 $ (14,609) $ 162,258 $ (14,661)
December 31, 2022 Less than 12 Months 12 Months or More Total
Fair Unrealized Fair Unrealized Fair Unrealized
Securities Available for Sale Value Loss Value Loss Value Loss
U.S. Government securities ............ $ 36,460 $ 977) $ 18,332 § (1,929) $ 54,792 $ (2,906)
U.S. Government sponsored entity
SECUITLIES ...ovvvneneneneniiininiae 2,786 (60) 5,197 (802) 7,983 (862)
Agency mortgage-backed securities,
residential ................oeeeninn 71,510 (7,178) 49,789 (7,805) 121,299 (14,983)
Total available for sale ...... $ 110,756 $ (8,215) $ 73318 § (10,536) $ 184,074 $ (18,751)

Management evaluates available for sale debt securities in unrealized positions to determine whether impairment is
due to credit-related factors. Consideration is given to (1) the extent to which the fair value is less than cost, (2) the financial
condition and near-term prospects of the issuer, and (3) the intent and ability of the Company to retain its investment in the
security for a period of time sufficient to allow for any anticipated recovery in fair value.

At December 31, 2023, the Company had 96 available for sale debt securities in an unrealized position without an
ACL, of which 13 were from U.S. Government securities, 3 were from U.S. Government sponsored entity securities, and 80
were from Agency mortgage-backed residential securities. Management does not have the intent to sell any of these securities
and believes that it is more likely than not that the Company will not have to sell any such securities before a recovery of cost.
The fair value is expected to recover as the securities approach their maturity date or repricing date or if market yields for such
investments decline. Accordingly, as of December 31, 2023, management believes that the unrealized losses detailed in the
previous table are due to noncredit-related factors, including changes in interest rates and other market conditions and,
therefore, the Company carried no ACL on available for sale debt securities at December 31, 2023.
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Note B - Securities (continued)

The following table presents the activity in the ACL for held to maturity debt securities for the year ended December
31,2023:

Held to Maturity Debt Securities 2023
Allowance for credit losses:
Beginning balance .............oouiuiuiiiiiiii e $ -
Impact of adopting ASC 326 ......ooviviniiiiiiiiieeeeee e 3
Provision for (recovery of) credit 10SS €XPEnse .........ccceveveeverienereeeenieneneene (1)
Allowance for credit losses ending balance ...............ccovviiiiiiiiiiennan $ 2

The Company’s held to maturity securities primarily consist of obligations of states and political subdivisions. The
ACL on held to maturity securities is estimated at each measurement date on a collective basis by major security type. Risk
factors such as issuer bond ratings, historical loss rates, financial condition of issuer, and timely principal and interest payments
of issuer were evaluated to determine if a credit reserve was required within the portfolio. At December 31, 2023, there were
no past due principal and interest payments related to held to maturity securities. Upon adoption of ASC 326 on January 1,
2023, the Company identified a cumulative loss rate of .03% using historical loss data provided by S&P and Moody’s bond
rating service. This resulted in a $3 credit loss reserve for held to maturity debt securities. During 2023, the cumulative loss
rate decreased to .02%, resulting in a $1 recovery of provision expense during the year ended December 31, 2023.

Note C - Loans and Allowance for Credit Losses

Loans are comprised of the following at December 31:

2023 2022

Residential Teal €State ..........iieiiriii it $ 319,504 $ 297,036
Commercial real estate:

OWNET-0CCUPIEA  .enttetit ittt et et et e et e e e e ae e e aeane 82,356 72,719

NONOWNET-0CCUPICA .. uenitttittt ettt et et ettt et et et ettt e et e e e eeeaenans 178,201 182,831

(@] s A 1 1o T} + H PP 62,337 33,205
Commercial and Industrial ... o s 157,298 151,232
Consumer:

AULOMODILE ...t 61,461 54,837

HOME @QUILY oot e 35,893 27,791

(0111 PSP 74,850 65,398

971,900 885,049

Less: Allowance for credit I0SSES ....oviiniieiieiiii e (8,767) (5,269)
LLOANS, MIEE oottt et e e e $ 963,133 § 879,780

At December 31, 2023 and 2022, net deferred loan origination costs were $794 and $663, respectively. At December
31,2023 and 2022, net unamortized loan purchase premiums were $687 and $1,142, respectively.
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Note C - Loans and Allowance for Credit Losses (continued)

The following table presents the recorded investment of nonaccrual loans and loans past due 90 days or more and still

accruing by class of loans as of December 31, 2023 and 2022:

Loans Past Due Nonaccrual Nonaccrual Total
90 Days And  Loans With No Loans With an = Nonaccrual

December 31, 2023 Still Accruing ACL ACL Loans
Residential real eState. .......vueein et e $ 99 -3 1,234 $ 1,234
Commercial real estate:

OWNET-0CCUPICA ..nvtnettit et et e eeean - 775 - 775

NONOWNEI-0CCUPIEA ...nvieetee e - - 61 61

[@F0) 115 g 1ot 5 Te) N P - - 1 1
Commercial and industrial ... - - 48 48
Consumer:

AUtomobile ... 56 - 78 78

HOME €qUILY ..ouveinieeei e - - 95 95

O NeT ot 54 o 100 100

TOtal .o $ 119 $ 775 $ 1,617 $ 2,392
Loans Past Due
90 Days And Still

December 31, 2022 Accruing Nonaccrual
ReSIAEntial TEAl €SLALE ... ...\ttt ittt ettt e e e e e e e $ 100 $ 1,708
Commercial real estate:

OWINET-0CCUPIEA ...ttt ettt ettt ettt e et e e et et et et et e tee eieae e e teeeeaaas - 938

NONOWNET-0CCUPICA ..ttt ittt ettt et et et e % ettt et e et et e et et et e e e e enenenens - 70

(@10 s A 1 (o3 T} | W PPN - 75
Commercial and INAUSIIIAL ........ .o e e e - 150
Consumer:

AULOMODILE ... e e 27 82

5 100 54T 1§31 -—-- 151

(01117 S 411 59

Ot et e $ 538 $ 3,233

The Company recognized $146 of interest income in nonaccrual loans during the year ended December 31, 2023.

The following table presents the aging of the recorded investment of past due loans by class of loans as of December

31,2023 and 2022:

30-59 60-89 90 Days
Days Days Or More Total Loans Not
December 31, 2023 Past Due Past Due Past Due Past Due Past Due Total
Residential real estate ................ $ 2,705 $ 368 $ 481 $ 3,554 $ 315950 §$ 319,504
Commercial real estate:
Owner-occupied ................... 2,580 - 775 3,355 79,001 82,356
Nonowner-occupied .............. 681 - - 681 177,520 178,201
Construction ..............coeoevee ——-- ——-- - - 62,337 62,337
Commercial and industrial .......... 3,338 R— 48 3,386 153,912 157,298
Consumer:
Automobile ...l 782 210 117 1,109 60,352 61,461
Home equity ...........ccoeennnee 353 62 95 510 35,383 35,893
Other ......ooiviiiiiiiii 658 121 148 927 73,923 74,850
Total ..o, $ 11,097 $ 761 $ 1,664 $ 13,522 $ 958,378 $ 971,900
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Note C - Loans and Allowance for Credit Losses (continued)

30-59 60-89 90 Days
Days Days Or More Total Loans Not
December 31, 2022 Past Due Past Due Past Due Past Due Past Due Total
Residential real estate ................ $ 1,799 $ 701 $ 497 § 2,997 $ 294,039 $ 297,036
Commercial real estate:
Owner-occupied ................... 97 ——-- 938 1,035 71,684 72,719
Nonowner-occupied .............. 626 5 —- 631 182,200 182,831
Construction .................c..... 40 45 17 102 33,103 33,205
Commercial and industrial .......... 21 R— 150 171 151,061 151,232
Consumer:
Automobile .....................l. 804 240 97 1,141 53,696 54,837
Home equity ...........ccooeennnee 204 - 151 355 27,436 27,791
Other ......oooiviiiiiiiii 875 113 452 1,440 63,958 65,398
Total oo, $ 4,466 $ 1,104 § 2,302 $ 7872 $ 877,177 $ 885,049

Credit Quality Indicators:

The Company categorizes loans into risk categories based on relevant information about the ability of borrowers to service
their debt, such as: current financial information, historical payment experience, credit documentation, public information, and
current economic trends, among other factors. These risk categories are represented by a loan grading scale from 1 through 11.
The Company analyzes loans individually with a higher credit risk rating and groups these loans into categories called
“criticized” and “classified” assets. The Company considers its criticized assets to be loans that are graded 8§ and its classified
assets to be loans that are graded 9 through 11. The Company’s risk categories are reviewed at least annually on loans that have
aggregate borrowing amounts that meet or exceed $1,000.

The Company uses the following definitions for its criticized loan risk ratings:

Special Mention. Loans classified as “special mention” indicate considerable risk due to deterioration of repayment (in the
earliest stages) due to potential weak primary repayment source, or payment delinquency. These loans will be under constant
supervision, are not classified and do not expose the institution to sufficient risks to warrant classification. These deficiencies
should be correctable within the normal course of business, although significant changes in company structure or policy may
be necessary to correct the deficiencies. These loans are considered bankable assets with no apparent loss of principal or
interest envisioned. The perceived risk in continued lending is considered to have increased beyond the level where such loans
would normally be granted.

The Company uses the following definitions for its classified loan risk ratings:

Substandard. Loans classified as “substandard” represent very high risk, serious delinquency, nonaccrual, or unacceptable
credit. Repayment through the primary source of repayment is in jeopardy due to the existence of one or more well-defined
weaknesses, and the collateral pledged may inadequately protect collection of the loans. Loss of principal is not likely if
weaknesses are corrected, although financial statements normally reveal significant weakness. Loans are still considered
collectible, although loss of principal is more likely than with special mention loans. Collateral liquidation is considered likely
to satisfy debt.

Doubtful. Loans classified as “doubtful” display a high probability of loss, although the amount of actual loss at the time of
classification is undetermined. This classification should be temporary until such time that actual loss can be identified, or
improvements are made to reduce the seriousness of the classification. These loans exhibit all substandard characteristics with
the addition that weaknesses make collection or liquidation in full highly questionable and improbable. This classification
consists of loans where the possibility of loss is high after collateral liquidation based upon existing facts, market conditions,
and value. Loss is deferred until certain important and reasonable specific pending factors that may strengthen the credit can
be more accurately determined. These factors may include proposed acquisitions, liquidation procedures, capital injection,
receipt of additional collateral, mergers, or refinancing plans. A doubtful classification for an entire credit should be avoided
when collection of a specific portion appears highly probable with the adequately secured portion graded substandard.
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Note C — Loans and Allowance for Credit Losses (continued)

Loss. Loans classified as “loss” are considered uncollectible and are of such little value that their continuance as bankable
assets is not warranted. This classification does not mean that the credit has absolutely no recovery or salvage value, but rather
it is not practical or desirable to defer writing off this asset yielding such a minimum value even though partial recovery may
be affected in the future. Amounts classified as loss should be promptly charged off.

As of December 31, 2023 and 2022, and based on the most recent analysis performed, the risk category of commercial
loans by class of loans was as follows:

Revolving
Term Loans Amortized Cost Basis by Origination Year Loal}s
Amortized
December 31, 2023 2023 2022 2021 2020 2019 Prior Cost Basis Total
Commercial real estate:
Owner-occupied
Risk Rating
Pass......ccoeeviiiiiiiii, $ 18,120 §$ 7911 § 10,679 $ 5973 §$ 6,125 § 15,925 $ 459 § 65,192
Special Mention ... -—- -—- -—- -—- -—- 427 - 427
Substandard .................. -—- -—- 13,934 -—- 498 2,005 300 16,737
Doubtful ..................... ---- ---- ---- ---- ---- - - -
Total ..ovvviiiinne. $ 18,120 § 7911 § 24,613 $ 5973 §$ 6,623 $ 18,357  $ 759 $ 82,356
Current Period gross charge-offs $ ) ) ) ) ) - 8 e —
Revolving
Term Loans Amortized Cost Basis by Origination Year Loal}s
Amortized
December 31, 2023 2023 2022 2021 2020 2019 Prior Cost Basis Total
Commercial real estate:
Nonowner-occupied
Risk Rating
Pass......ccoeeviiiiiii, $ 12,688 §$ 29,344 § 32,235 § 20,484 $ 15415 § 61,809 § 1,128 $ 173,103
Special Mention ............ —— —— 768 3,226 —— 1,034 — 5,028
Substandard .................. ——-- ——-- 70 ——-- ——-- ——-- ——-- 70
Doubtful . ---- ---- ---- ---- ---- - - -
Total $ 12,688 § 29,344 $ 33,073 $ 23,710 $ 15415 § 62,843 $ 1,128 § 178,201
Current Period gross charge-offs $ - $ - 8 132§ —  $ —  $ — 3 — $ 132
Revolving
Term Loans Amortized Cost Basis by Origination Year Loal}s
Amortized
December 31, 2023 2023 2022 2021 2020 2019 Prior Cost Basis Total
Commercial real estate:
Construction
Risk Rating
Pass......ccooviiiiiiii, $ 28,055 $ 29,174 §$ 1,231  § 302 $ 392§ 2,937 $ — 62,091
Special Mention ............ -—- -—- -—- -—- -—- - - -
Substandard ——-- ——-- ——-- ——-- ——-- 246 ——-- 246
Doubtful ..................... ---- ---- ---- ---- ---- - - -
Total ..o, $ 28,055 § 29,174  $ 1,231 § 302 $ 392§ 3,183 $ - § 62,337
Current Period gross charge-offs $ - $ - 8 - 8 - 8 - 8 ) - § —
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Note C — Loans and Allowance for Credit Losses (continued)

Revolving
Term Loans Amortized Cost Basis by Origination Year Loar}s
Amortized
December 31, 2023 2023 2022 2021 2020 2019 Prior Cost Basis Total
Commercial and Industrial
Risk Rating
Pass....ccooiiiiiiiiiii, $ 8,770 $ 30,885 $ 26,806 $ 31,247  $ 344  § 27,632 $ 27,510 $ 153,194
Special Mention ............ 140 -—- -—- -—- -—- 8 66 214
Substandard .................. - - 58 1,363 4 182 2,283 3,890
Doubtful ..................... ---- ---- ---- ---- ---- - - -
Total ..o, $ 8,910 $ 30,885 $ 26,864 $ 32,610 $ 348 $ 27,822 $ 29,859 § 157,298
Current Period gross charge-offs $ - $ - 3 ) e e ) 29§ 29
December 31, 2022 Pass Criticized Classified Total
Commercial real estate:
OWNET-0CCUPIEd ... euvinieiiie e $ 68236 $ 3,545  § 938 $ 72,719
NONOWNEr-0CcuPied ......ouvieiriiitiiiiiieir e eaeaas 177,479 5,352 - 182,831
CONSIIUCEION ...ttt ettt et e e 33,143 -—-- 62 33,205
Commercial and industrial ..............ccooiiiiiii 147,627 1,879 1,726 151,232
0 0] | $ 426,485 $ 10,776  $ 2,726 $ 439,987

The Company considers the performance of the loan portfolio and its impact on the ACL. For residential and consumer
loan classes, the Company evaluates credit quality based on the aging status of the loan, which was previously presented, and
by payment activity. The following table presents the recorded investment of residential and consumer loans by class of loans
based on repayment activity as of December 31, 2023 and 2022:

Revolving
Term Loans Amortized Cost Basis by Origination Year Loar}s
Amortized
December 31, 2023 2023 2022 2021 2020 2019 Prior Cost Basis Total
Residential Real Estate:
Payment Performance
Performing .................... $ 50,484 $ 44,640 $ 50,949 § 44818 $ 21,854 § 91,956 $ 13,560 $ 318,261
Nonperforming .............. - - - - 182 1,061 - 1,243
Total ....ooovvininenn.. $ 50,484 § 44,640 $ 50,949 $ 44,818 $ 22,036 $ 93,017 § 13,560 $ 319,504
Current Period gross charge-offs $ - $ - 8 3 8 - 8 - 8 118 $ - § 121
Revolving
Term Loans Amortized Cost Basis by Origination Year Loar}s
Amortized
December 31, 2023 2023 2022 2021 2020 2019 Prior Cost Basis Total
Consumer:
Automobile
Payment Performance
Performing .................... $ 28,939 § 20,376 $ 7,013 § 3,028 $ 1,212 § 759 % - 8 61,327
Nonperforming .............. 34 60 15 1 9 15 - 134
Total ....ooovviininenn.. $ 28,973 § 20,436 $ 7,028 $ 3,029 § 1,221  § 774 $ - 3 61,461
Current Period gross charge-offs $ 51 § 163 § 116 $ 6 $ 29 $ 3 3 - 3 368
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Note C — Loans and Allowance for Credit Losses (continued)

Revolving
Term Loans Amortized Cost Basis by Origination Year Loar}s
Amortized
December 31, 2023 2023 2022 2021 2020 2019 Prior Cost Basis Total
Consumer:
Home Equity
Payment Performance
Performing .................... $ 1,649 §$ 79 $ - - - — 3 34,070 $ 35,798
Nonperforming .............. -—-- -—-- -—-- -—-- -—-- - 95 95
Total ..oovvviinininnns $ 1,649 $ 79 $ - $§ 34,165 $ 35893
Current Period gross charge-offs $ -—  $ - 3 -—-- -—-- -—-- - 3 87 $ 87
Revolving
Term Loans Amortized Cost Basis by Origination Year Loar.ls
Amortized
December 31, 2023 2023 2022 2021 2020 2019 Prior Cost Basis Total
Consumer:
Other
Payment Performance
Performing .................... $ 18,377 § 24904 § 10,800 4,482 1,093 953  § 14,087 $ 74,696
Nonperforming .............. 11 17 67 53 1 4 1 154
Total ..evvvnininiinnns $ 18,388 § 24921 §$ 10,867 4,535 1,094 957  § 14,088 $ 74,850
Current Period gross charge-offs § 306 $ 119 § 119 84 28 53§ 246 $ 955
Consumer
Residential
December 31, 2022 Automobile Home Equity Other Real Estate Total
Performing ...........ccoviiiiiiiiiiiii $ 54,728 3 27,640 3 64,928 $ 295228 $ 442,524
Nonperforming ...........cooeeeveviiiiiinieninennnnnn. 109 1,808 2,538
Total .o $ 54837 $ 27,791 $ 65,398 $ 297,036 $ 445,062

The Company originates residential, consumer, and commercial loans to customers located primarily in the
southeastern areas of Ohio as well as the western counties of West Virginia. Approximately 4.37% of total loans were
unsecured at December 31, 2023, down from 4.52% at December 31, 2022.

Modifications to Borrowers Experiencing Financial Difficulty:

Occasionally, the Company modifies loans to borrowers experiencing financial difficulty. These modifications may include
one or a combination of the following: a reduction of the stated interest rate of the loan; an extension of the maturity date at a
stated rate of interest lower than the current market rate for new debt with similar risk; a reduction in the contractual principal
and interest payments of the loan; or short-term interest-only payment terms. All modifications to borrowers experiencing
financial difficulty are considered to be impaired.

During the year ended December 31,2023, the Company experienced no new modifications to borrowers experiencing

financial difficulty.
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Note C — Loans and Allowance for Credit Losses (continued)

The following table presents the activity in the ACL by portfolio segment for the years ended December 31, 2023 and

2022:
Residential Commercial Commercial
December 31, 2023 Real Estate Real Estate & Industrial Consumer Total
Allowance for credit losses:
Beginning balance ..................cooii $ 681 $ 2,038 § 1,293  $ 1,257  $ 5,269
Impact of adopting ASC 326............ 1,345 162 (116) 771 2,162
Provision for credit 10SSes ........cccccoveieenninininnene 251 824 (85) 1,040 2,030
Loans charged off .................o (121) (132) 29) (1,410) (1,692)
Recoveries ........cooooiiiiiiiiiiiiii 57 155 212 574 998
Total ending allowance balance ............... $ 2213  §$ 3,047 $ 1,275 § 2,232 §$ 8,767
Residential Commercial Commercial
December 31, 2022 Real Estate Real Estate & Industrial Consumer Total
Allowance for credit losses:
Beginning balance ..................cooi $ 980 $ 2,548  $ 1,571  $ 1,384 § 6,483
Provision for credit 10SSes ........cccccoveievennininnnene (318) (556) 283 559 (32)
Loans charged off .................o (135) (36) (618) (1,399) (2,188)
RecoVeries ......oooviviiiiiiiiiiiii 154 82 57 713 1,006
Total ending allowance balance ............... $ 681 $ 2,038 $ 1,293  § 1,257  $ 5,269

The following table presents the balance in the ACL and the recorded investment of loans by portfolio segment and
based on impairment method as of December 31, 2022:

Residential Commercial Commercial
December 31, 2022 Real Estate Real Estate & Industrial Consumer Total
Allowance for credit losses:
Ending allowance balance attributable to loans:
Individually evaluated for impairment............... $ - $ -3 -3 - 8 -
Collectively evaluated for impairment................ 681 2,038 1,293 1,257 5,269
Total ending allowance balance................... $ 681 $ 2,038 $ 1,293  $ 1,257  $ 5,269
Loans:
Loans individually evaluated for impairment ......... $ - 3 1,986 § - 3 28§ 2,014
Loans collectively evaluated for impairment ......... 297,036 286,769 151,232 147,998 883,035
Total ending loans balance......................... $ 297,036 $ 288,755 $ 151,232 $ 148,026 $ 885,049

The following table presents the amortized cost basis of collateral dependent loans by class of loans as of December
31, 2023:

Collateral Type
Business
December 31, 2023 Real Estate Assets Total
Residential 1€al €STATE .. .. .iveieie ettt $ 1,663 $ -—$ 1,663
Commercial real estate:
OWNEI=0CCUPIEA ... nttintett ettt et ettt e e e aeaens 700 258 958
Consumer:
HOME @QUILY . .nvintite ittt e e e e 27 — 27
Total collateral dependent 10ans ...............ooovveiriiiiiiiiiiiiieeeieea, $ 2,390 $ 258 $ 2,648
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Note C — Loans and Allowance for Credit Losses (continued)

The following table presents information related to loans individually evaluated for impairment by class of loans as

of the years ended December 31, 2022:

Allowance
Unpaid for Average Interest Cash Basis
Principal Recorded Loan Losses Impaired Income Interest
December 31, 2022 Balance Investment Allocated Loans Recognized Recognized
With an allowance recorded: $ — 3 - 3 - $ - 3 - 3 -
With no related allowance recorded:
Commercial real estate:
Owner-occupied .................. 1,692 1,607 - 1,662 97 97
Nonowner-occupied .............. 379 379 - 382 29 29
Consumer:
Homeequity ...........ccocevvinnnn. 28 28 - 23 2 2
Total .ooviniiii $ 2,099 $ 2,014 § - 8 2,067 $ 128 § 128
The recorded investment of a loan excludes accrued interest and net deferred origination fees and costs due to
immateriality.

Nonaccrual loans and loans past due 90 days or more and still accruing include both smaller balance homogenous
loans that are collectively evaluated for impairment and individually classified as impaired loans.

The Company transfers loans to other real estate owned, at fair value less cost to sell, in the period the Company
obtains physical possession of the property (through legal title or through a deed in lieu). As of December 31, 2023, the
Company had $68 in other real estate owned for residential real estate properties compared to none at December 31, 2022. In
addition, nonaccrual residential mortgage loans that are in the process of foreclosure had a recorded investment of $348 and
$370 as of December 31, 2023 and 2022, respectively.

Note D - Premises and Equipment

Following is a summary of premises and equipment at December 31:

Land
Buildings
Leasehold improvements
Furniture and equipment

Less accumulated depreciation
Total premises and equipment

Following is a summary of premises and equipment held for sale at December 31:

Land
Buildings

Less accumulated depreciation
Total premises and equipment held for sale

2023 2022
........................................... $ 2,568 § 2,486
........................................... 23,867 22,526
........................................... 1,555 1,509
........................................... 11,137 10,410
39,127 36,931
........................................... 17,677 16,495
........................................... $ 21,450 § 20,436
2023 2022
........................................... $ 84 3 84
........................................... 594 594
678 678
........................................... 105 85
.......................................... $ 573§ 593
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Note E — Leases
Balance sheet information related to leases at December 31 was as follows:
2023 2022
Operating leases:
Operating lease right-0f-USe aSSELS ... .oviviiiiii e $ 1,205 $ 1,294
Operating lease Habilities .........o.ouiiiiitiii e e 1,205 1,294
The components of lease cost were as follows for the year ending December 31:
2023 2022
OPErating 1€aSE COSE .. .uunint ittt ettt et et et ans $ 204§ 185
ShoTt-term 1€aSE EXPEISE . ... vuuineteett ettt et et et ettt et et e et et e et e tenenenas 17 35

Future undiscounted lease payments for operating leases with initial terms of one year or more as of December 31, 2023 are
as follows:

Operating
Leases
033 ) PPNt 764
TOtAl IEASE PAYIMICIIES ... vuitttitet ittt et et et ettt et et et e et et et et et et e et et e e e ea et e e s eae e e e s eaeeerenanenanes 1,514
Less: IMPULEA INEETESE. . ... et ettt e e et e e et et et et e et e et e e e e et e ane s (309)
TOtal OPEIALING LEASES ... ettt ettt ettt e ettt e e et e e et ettt et et e e e e et e e e et $ 1,205
Other information at December 31 was as follows:
2023 2022
Weighted-average remaining lease term for operating leases ..................cocoeveienen.n. 13.0 years 12.1 years
Weighted-average discount rate for operating 1€ases .............c.cocoeviiiiiiiiiiiiiinann... 2.91% 2.70%
Note F — Goodwill and Intangible Assets
Goodwill: The change in goodwill during the year is as follows:
Gross Carrying Amount
2023 2022
GoOdWIll $ 7319 § 7,319

Impairment exists when a reporting unit’s carrying value of goodwill exceeds its fair value. At December 31, 2023
and 2022, the Company’s reporting unit had positive equity and the Company elected to perform a qualitative assessment to
determine if it was more likely than not that fair value of the reporting unit exceeded its carrying value, including goodwill.
The qualitative assessment indicated that it is more likely than not that fair value of goodwill is more than the carrying value,
resulting in no impairment. Therefore, the Company did not proceed to step one of the annual goodwill impairment testing
requirement.

Acquired intangible assets: Acquired intangible assets were as follows at year-end:

2023 2022
Gross Gross
Carrying Accumulated Carrying Accumulated
Amount Amortization Amount Amortization
Amortized intangible assets:
Core deposit intangibles ............ccocoeeiiiiiiiiiiii e, $ 738 $ 730 $ 738 $ 709

Aggregate amortization expense was $21 for 2023 and $35 for 2022.
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Note F — Goodwill and Intangible Assets (continued)

Estimated amortization expense for each of the next five years:

2024 e e $ 8
205 e e a -
1 PN -
0 PN -
202 e e -
TOAL ottt $ 8
Note G - Deposits
Following is a summary of deposits at December 31:
2023 2022
Noninterest-bearing dePOSILS ........euinineieini ettt et e aaaaas $ 322,222 $ 354,413
Interest-bearing deposits:
INOW @CCOUNLES. . ..ttt ettt ettt et et e et e e et et et e e e e e teaeeaeanes 170,422 209,758
Savings and Money Market...........o.uiiiniiii e 255,369 311,565
Time deposits in denominations of $250 orless .........coeviviiiiiiiiiiiiiiiiee e 301,323 115,049
Time deposits in denominations of more than $250 ... 77,800 36,870
Total tIME dEPOSIES  +.veuenttetitet ettt et ettt et et et eaens 379,123 151,919
Total interest-bearing depoSitS  ....iviviiitiriiiit e 804,914 673,242
TOtAl AEPOSIES ...ttt ittt $ 1,127,136 $ 1,027,655
Following is a summary of total time deposits by remaining maturity at December 31, 2023:
2024 e $ 261,922
202 e 95,860
1 PN 19,001
1 PN 1,139
PN 1,023
1 1TS5 CT 1 178
TOtAL et $ 379,123

Brokered deposits, included in time deposits, were $64,893 and $3,999 at December 31, 2023 and 2022, respectively.

Note H - Interest Rate Swaps

The Company manages economic risks, including interest rate, liquidity, and credit risk, primarily by managing the amount,
sources, and duration of its assets and liabilities. The Company utilizes interest rate swap agreements as part of its asset/liability
management strategy to help manage its interest rate risk position. As part of this strategy, the Company provides its customer
with a fixed-rate loan while creating a variable-rate asset for the Company by the customer entering into an interest rate swap
with the Company on terms that match the loan. The Company offsets its risk exposure by entering into an offsetting interest
rate swap with an unaffiliated institution. These interest rate swaps do not qualify as designated hedges; therefore, each swap
is accounted for as a standalone derivative. At December 31, 2023, the Company had offsetting interest rate swaps associated
with commercial loans with a notional value of $12,515 and a fair value asset of $1,147 and a fair value liability for the same
amount included in other assets and other liabilities, respectively. This is compared to offsetting interest rate swaps with a
notional value of $13,196 and a fair value asset and liability of $1,340 at December 31, 2022. The notional amount of the
interest rate swaps does not represent amounts exchanged by the parties. The amount exchanged is determined by reference to
the notional amount and the other terms of the individual interest rate swap agreement. To offset the risk exposure related to
market value fluctuations of its interest rate swaps, the Company would normally maintain collateral deposits on hand with a
third-party correspondent, however due to the increasing rate environment, risk exposure was reduced in both 2023 and 2022,
respectively, resulting in no collateral deposits at December 31, 2023 or December 31, 2022.
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Note I - Other Borrowed Funds

Other borrowed funds at December 31, 2023 and 2022 are comprised of advances from the FHLB of Cincinnati and
promissory notes.

FHLB Borrowings Promissory Notes Totals
2023 $42,199 $2,394 $44,593
2022 i $15,569 $2,376 $17,945

Pursuant to collateral agreements with the FHLB, advances are secured by $312,767 in qualifying mortgage loans,
$33,456 in commercial loans and $2,896 in FHLB stock at December 31, 2023. Fixed-rate FHLB advances of $42,199 mature
through 2042 and have interest rates ranging from 1.53% to 4.91% and a year-to-date weighted average cost of 3.50% and
2.34% at December 31, 2023 and 2022, respectively. There were no variable-rate FHLB borrowings at December 31, 2023.

At December 31, 2023, the Company had a cash management line of credit enabling it to borrow up to $100,000 from
the FHLB, subject to the stock ownership and collateral limitations described below. All cash management advances have an
original maturity of 90 days. The line of credit must be renewed on an annual basis. There was $100,000 available on this line
of credit at December 31, 2023.

Based on the Company’s current FHLB stock ownership, total assets and pledgeable loans, the Company had the
ability to obtain borrowings from the FHLB up to a maximum of $182,731 at December 31, 2023. Of this maximum borrowing
capacity, the Company had $88,183 available to use as additional borrowings, of which $88,183 could be used for short term,
cash management advances, as mentioned above.

Promissory notes, issued primarily by Ohio Valley, are due at various dates through a final maturity date of November
18, 2024, and have fixed rates ranging from 3.15% to 5.00% and a year-to-date weighted average cost of 3.79% at December
31, 2023, as compared to 1.35% at December 31, 2022. At December 31, 2023, there were six promissory notes payable by
Ohio Valley to related parties totaling $2,394. See Note M for further discussion of related party transactions. There were no
promissory notes payable to other banks at December 31, 2023 and 2022, respectively.

Letters of credit issued on the Bank’s behalf by the FHLB to collateralize certain public unit deposits as required by
law totaled $52,350 at December 31, 2023 and $75,140 at December 31, 2022.

FHLB Promissory
Scheduled principal payments over the next five years: Borrowings Notes Totals

2024 $ 5412 $ 2,394 § 7,806
202 4,983 ---- 4,983
2020 12,908 ---- 12,908
202 11,397 ---- 11,397
202 e 1,349 ---- 1,349
N TS S 1= P 6,150 R— 6,150

$ 42,199 $ 2394 § 44,593

Note J - Subordinated Debentures and Trust Preferred Securities

On March 22, 2007, a trust formed by Ohio Valley issued $8,500 of adjustable-rate trust preferred securities as part
of a pooled offering of such securities. The rate on these trust preferred securities was fixed at 6.58% for five years, and then
converted to a floating-rate term on March 15, 2012, based on a rate equal to the 3-month LIBOR plus 1.68%. Beginning
September 15, 2023, the rate converted from a 3-month LIBOR index to a 3-month CME Term SOFR index plus a spread
adjustment of 0.26% and a margin of 1.68%. The interest rate on these trust preferred securities was 7.33% at December 31,
2023 and 6.45% at December 31, 2022. There were no debt issuance costs incurred with these trust preferred securities. The
Company issued subordinated debentures to the trust in exchange for the proceeds of the offering. The subordinated debentures
must be redeemed no later than June 15, 2037.
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Note J - Subordinated Debentures and Trust Preferred Securities (continued)

Under the provisions of the related indenture agreements, the interest payable on the trust preferred securities is
deferrable for up to five years and any such deferral is not considered a default. During any period of deferral, the Company
would be precluded from declaring or paying dividends to shareholders or repurchasing any of the Company’s common
stock. Under generally accepted accounting principles, the trusts are not consolidated with the Company. Accordingly, the
Company does not report the securities issued by the trust as liabilities, and instead reports as liabilities the subordinated
debentures issued by the Company and held by the trust. Since the Company’s equity interest in the trusts cannot be
received until the subordinated debentures are repaid, these amounts have been netted. The subordinated debentures may be
included in Tier 1 capital (with certain limitations applicable) under current regulatory guidelines and interpretations.

Note K - Income Taxes

The provision for income taxes consists of the following components:

2023 2022
(004 (S 1L 72D Qo o1 1 - $ 3312 $ 2,306
Deferred tax (benefit) eXPense  ......o.iiiiiriiiiiii e (745) 288
TOtal INCOME TAXES ...nvne ettt e e e e e e e e e e e $ 2,567 $ 2,594
The source of deferred tax assets and deferred tax liabilities at December 31:
2023 2022
Items giving rise to deferred tax assets:
(01115 (T 2 R $ 152 $ -
Allowance for 10an 10SSES ......iiuriiii i 1,916 1,146
Unrealized loss on securities available for sale .............cooiiiiiiiiiiiiiiiiin, 3,233 3,938
Deferred COMPENSALION  ...o.vuteititt ittt e 2,176 2,058
Deferred 10an fees/COStS  ...iuuintiiit i s 169 137
ACCTUEA DOMUS 1.ttt e e et et et e e e 249 266
Purchase accounting adjustments  ..........o.eoiieeeiniiinenie e 11 6
INEt OPETALING LOSS ... v uinet ettt et et e 49 66
)T T -1 031 1 N 332 355
Nonaccrual INEreSt INCOME .....uuiet ettt ettt et e e aeeneaas 113 204
(031 1<) S PPN 43 294
Items giving rise to deferred tax liabilities:
Mortgage servicing rights ........c.o.iuieieitii e (88) 99)
FHLB stock dividends — ......o.iniieitiiii e (442) (676)
Prepaid @XPENSES  .....uniniii e (35) (231
Depreciation and amortization  ..............coeuieitininititit i (841) (843)
Right-0f-USE @SSELt ... vttt s (332) (355)
(031 1<) S PPN (399) -—--
Net deferred taX ASSET .. ...uineie et e $ 6,306 $ 6,266

The Company determined that it was not required to establish a valuation allowance for deferred tax assets since
management believes that the deferred tax assets are likely to be realized through the future reversals of existing taxable
temporary differences, deductions against forecasted income and tax planning strategies.

At December 31, 2023, the Company’s deferred tax asset related to Section 382 net operating loss carryforwards was
$233, which will expire in 2026.
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Note K - Income Taxes (continued)

The difference between the financial statement tax provision and amounts computed by applying the statutory federal
income tax rate of 21% to income before taxes is as follows:

2023 2022
Statutory tax (21%0) ..eueeeeiiiii e $ 3,192 § 3,346
Effect of nontaxable interest .............ccoooviiiiiiiiiiiiiiia, (468) (385)
Effect of nontaxable insurance premiums ..................coeeeene. (205) (240)
Income from bank owned insurance, net ....................c..e.ee (181) (168)
Effect of postretirement benefits ..............c.cooeiiiiiii. 45 (112)
Effect of state income taX ............coveviiiiiiiiiiiiiiiii 170 155
Tax Credits  ouivitiniit e e (25) (37)
(011115 o 11531 N 39 35
Total income taxes™!) ... .. ... ..., $ 2,567 $ 2,594

) Effective income tax rate was 16.9% for 2023 and 16.3% for 2022

At December 31, 2023 and December 31, 2022, the Company had no unrecognized tax benefits. The Company does
not expect the amount of unrecognized tax benefits to significantly change within the next twelve months. The Company did
not recognize any interest and/or penalties related to income tax matters for the periods presented.

The Company is subject to U.S. federal income tax as well as West Virginia state income tax. The Company is no
longer subject to federal or state examination for years prior to 2020. The tax years 2020-2022 remain open to federal and state
examinations.

Note L - Commitments and Contingent Liabilities

The Bank is a party to financial instruments with off-balance sheet risk in the normal course of business to meet the
financing needs of its customers. These financial instruments include commitments to extend credit, standby letters of credit
and financial guarantees. The Bank’s exposure to credit loss in the event of nonperformance by the other party to the financial
instrument for commitments to extend credit and standby letters of credit, and financial guarantees written, is represented by
the contractual amount of those instruments. 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. At December 31, 2023, the estimated ACL
related to off-balance sheet commitments was $692, which included $61 in provision expense during the year ended December
31,2023. The Bank uses the same credit policies in making commitments and conditional obligations as it does for instruments
recorded on the balance sheet.

Following is a summary of such commitments at December 31:

2023 2022
FIXEA TALE .ottt e e, $ 1,331  $ 1,110
Variable Tate .....oiei i s 181,622 177,151
Standby letters of Credit  .......iviiie i 9,210 3,441

At December 31, 2023, the fixed-rate commitments have interest rates ranging from 3.38% to 8.50% and maturities
ranging from 16 years to 30 years.

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. Commitments generally have fixed expiration dates or other termination clauses and may require
payment of a fee. Standby letters of credit are conditional commitments issued by the Bank to guarantee the performance of a
customer to a third party. Since many of the commitments are expected to expire without being drawn upon, the total
commitment amounts do not necessarily represent future cash requirements. The Bank evaluates each customer’s credit
worthiness on a case-by-case basis. The amount of collateral obtained, if deemed necessary by the Bank upon extension of
credit, is based on management’s credit evaluation of the counterparty. Collateral held varies but may include accounts
receivable, inventory, property, plant and equipment and income-producing commercial properties.
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Note L - Commitments and Contingent Liabilities (continued)
There are various contingent liabilities that are not reflected in the financial statements, including claims and legal

actions arising in the ordinary course of business. In the opinion of management, after consultation with legal counsel, the
ultimate disposition of these matters is not expected to have a material effect on financial condition or results of operations.

Note M - Related Party Transactions

Certain directors, executive officers and companies with which they are affiliated were loan customers during 2023.
A summary of activity on these borrower relationships with aggregate debt greater than $120 is as follows:

Total 10ans at JanuAry 1, 2023 ....... ittt et et et ettt et et et e ettt a et aaaraaas $ 16,696
AL Lo PPN 855
LS 04 10 TS 4L (1,065)
Other ChANEZES ...ttt e e e e e e e e ----

Total loans at December 31, 2023 $ 16,486

Other changes include adjustments for loans applicable to one reporting period that are excludable from the other
reporting period, such as changes in persons classified as directors, executive officers and companies’ affiliates.

Deposits from principal officers, directors, and their affiliates at year-end 2023 and 2022 were $20,123 and $91,782.
In addition, the Company had promissory notes outstanding with directors and their affiliates totaling $2,394 at year-end 2023
and $2,376 at year-end 2022. The interest rates ranged from 1.25% to 5.00%, with terms ranging from 12 to 24 months.

Note N - Employee Benefits

The Bank has a profit-sharing plan for the benefit of its employees and their beneficiaries. Contributions to the plan
are determined by the Board of Directors of Ohio Valley. Contributions charged to expense were $270 and $256 for 2023 and
2022.

Ohio Valley maintains an Employee Stock Ownership Plan (“ESOP”) covering substantially all employees of the
Company. Ohio Valley issues shares to the ESOP, purchased by the ESOP with subsidiary cash contributions, which are
allocated to ESOP participants based on relative compensation. The total number of shares held by the ESOP, all of which have
been allocated to participant accounts, were 317,860 and 313,114 at December 31, 2023 and 2022. In addition, the subsidiaries
made contributions to the ESOP as follows:

Years ended December 31

2023 2022
Number of shares iSSUEd ..ottt 4,746 18,522
Fair value of stock contributed ............coooiiiiiiiiiiiiiii $ 125§ 575
Cash contributed  .........o.oiiiiii e 473 -—--
TOLAl EXPEISE  ...vititittete ettt e e $ 598 $ 575

Life insurance contracts with a cash surrender value of $38,426 and annuity assets of $2,167 at December 31, 2023
have been purchased by the Company, the owner of the policies. The purpose of these contracts was to replace a current group
life insurance program for executive officers, implement a deferred compensation plan for directors and executive officers,
implement a director retirement plan and implement supplemental retirement plans for certain officers. Under the deferred
compensation plan, Ohio Valley pays each participant the amount of fees deferred plus interest over the participant’s desired
term, upon termination of service. Under the director retirement plan, participants are eligible to receive ongoing compensation
payments upon retirement subject to length of service. The supplemental retirement plans provide payments to select executive
officers upon retirement based upon a compensation formula determined by Ohio Valley’s Board of Directors. The present
value of payments expected to be provided are accrued during the service period of the covered individuals and amounted to
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Note N - Employee Benefits (continued)

$9,716 and $9,192 at December 31, 2023 and 2022. Expenses related to the plans for each of the last two years amounted to
$807 and $458. In association with the split-dollar life insurance plan, the present value of the postretirement benefit totaled
$3,526 at December 31, 2023 and $3,309 at December 31, 2022.

Note O - Fair Value of Financial Instruments

Fair value is the exchange price that would be received for an asset or paid to transfer a liability (exit price) in the
principal or most advantageous market for the asset or liability in an orderly transaction between market participants on the
measurement date. There are three levels of inputs that may be used to measure fair values:

Level 1: Quoted prices (unadjusted) for identical assets or liabilities in active markets that the entity has the ability to access
as of the measurement date.

Level 2: Significant other observable inputs other than Level 1 prices, such as quoted prices for similar assets or liabilities,
quoted prices in markets that are not active, or other inputs that are observable or can be corroborated by observable market
data.

Level 3: Significant unobservable inputs that reflect a company’s own assumptions about the assumptions that market
participants would use in pricing an asset or liability.

The following is a description of the Company’s valuation methodologies used to measure and disclose the fair values
of its financial assets and liabilities on a recurring or nonrecurring basis:

Securities: The fair values for securities are determined by quoted market prices, if available (Level 1). For securities where
quoted prices are not available, fair values are calculated based on market prices of similar securities (Level 2). For securities
where quoted prices or market prices of similar securities are not available, fair values are calculated using discounted cash
flows or other market indicators (Level 3). During times when trading is more liquid, broker quotes are used (if available) to
validate the model. Rating agency and industry research reports as well as defaults and deferrals on individual securities are
reviewed and incorporated into the calculations.

Individually Evaluated Collateral Dependent Loans: The fair value of individually evaluated collateral dependent loans is
generally based on the fair value of collateral, less costs to sell. When carried at fair value, individually evaluated collateral
dependent loans generally receive specific allocations of the ACL. For collateral dependent loans, fair value is commonly based
on recent real estate appraisals. These appraisals may utilize a single valuation approach or a combination of approaches
including comparable sales and the income approach. Adjustments are routinely made in the appraisal process by the
independent appraisers to adjust for differences between the comparable sales and income data available. Such adjustments are
usually significant and typically result in a Level 3 classification of the inputs for determining fair value. Non-real estate
collateral may be valued using an appraisal, net book value per the borrower’s financial statements, or aging reports, adjusted
or discounted based on management’s historical knowledge, changes in market conditions from the time of the valuation, and
management’s expertise and knowledge of the client and client’s business, resulting in a Level 3 fair value classification. In
some instances, fair value adjustments can be made based on a quoted price from an observable input, such as a purchase
agreement. Such adjustments would be classified as a Level 2 classification. Individually evaluated collateral dependent loans
are evaluated on a quarterly basis for additional impairment and adjusted accordingly.

Other Real Estate Owned: Assets acquired through or instead of loan foreclosure are initially recorded at fair value less costs
to sell when acquired, establishing a new cost basis. These assets are subsequently accounted for at lower of cost or fair value
less estimated costs to sell. Fair value is commonly based on recent real estate appraisals. These appraisals may utilize a single
valuation approach or a combination of approaches including comparable sales and the income approach. Adjustments are
routinely made in the appraisal process by the independent appraisers to adjust for differences between the comparable sales
and income data available. Such adjustments are usually significant and typically result in a Level 3 classification of the inputs
for determining fair value. In some instances, fair value adjustments can be made based on a quoted price from an observable
input, such as a purchase agreement. Such adjustments would be classified as a Level 2 classification.

34



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Amounts are in thousands, except share and per share data.

Note O - Fair Value of Financial Instruments (continued)

Appraisals for both collateral-dependent impaired loans and other real estate owned are performed by certified general
appraisers (for commercial properties) or certified residential appraisers (for residential properties) whose qualifications and
licenses have been reviewed and verified by the Company. Once received, a member of management reviews the assumptions
and approaches utilized in the appraisal as well as the overall resulting fair value in comparison with management’s own
assumptions of fair value based on factors that include recent market data or industry-wide statistics.

On an as-needed basis, the Company reviews the fair value of collateral, taking into consideration current market data,
as well as all selling costs, which typically amount to approximately 10% of the fair value of such collateral.

Interest Rate Swap Agreements: The fair value of interest rate swap agreements is determined using the market standard
methodology of netting the discounted future fixed cash payments (or receipts) and the discounted expected variable cash
receipts (or payments). The variable cash receipts (or payments) are based on the expectation of future interest rates (forward
curves) derived from observed market interest rate curves (Level 2).

Assets and Liabilities Measured on a Recurring Basis
Assets and liabilities measured at fair value on a recurring basis are summarized below:

Fair Value Measurements at December 31, 2023, Using
Quoted Prices in

Active Markets Significant Other Significant
for Identical Observable Unobservable
Assets Inputs Inputs
(Level 1) (Level 2) (Level 3)
Assets:
U.S. GOVEINMENE SECUTTTIES .« vnveneneneen et e et ee e ee e eeeene $ 50,297 $ - -—--
U.S. Government sponsored entity SECUTities ...........ccoevvvrerininnimninnns -—-- 5,877 -—--
Agency mortgage-backed securities, residential  ................. - 106,084 -
Interest rate sWap derivatiVes ........o.evevuiriiiininiiiiiie e —— 1,147 ——
Liabilities:
Interest rate SWap derivatiVves ........o.veveeriiit it - (1,147) -
Fair Value Measurements at December 31, 2022, Using
Quoted Prices in
Active Markets Significant Other Significant
for Identical Observable Unobservable
Assets Inputs Inputs
(Level 1) (Level 2) (Level 3)
Assets:
U.S. GOvernment SECUTTLIES ...........oevvrinininininiiiiieceeeee e 9 54,792 $ - 3 -
U.S. Government sponsored entity SECUTities ...........ccoevvvrerininrimninnns - 7,983 -—--
Agency mortgage-backed securities, residential  ................ - 121,299 -
Interest rate sWap derivatiVes ........o.eveveiriiiieiniiiiiie e —- 1,340 ——
Liabilities:
Interest rate SWap derivatiVves .........o.vveuiivuiniiiiiieieeeeaeennn - (1,340) -

Assets and Liabilities Measured on a Nonrecurring Basis
There were no assets or liabilities measured at fair value on a nonrecurring basis at December 31, 2023 and 2022.

There was no other real estate owned that was measured at fair value less costs to sell at December 31, 2023 and 2022.
Furthermore, there were no corresponding write downs during the years ended December 31, 2023 and 2022.

There was no quantitative information about Level 3 fair value measurements for financial instruments measured at
fair value on a non-recurring basis at December 31, 2023 and 2022.
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Note O - Fair Value of Financial Instruments (continued)

The carrying amounts and estimated fair values of financial instruments at December 31, 2023 and December 31,
2022 are as follows:
Fair Value Measurements at December 31, 2023 Using:

Carrying

Value Level 1 Level 2 Level 3 Total
Financial Assets:
Cash and cash equivalents ........................cces $ 128,126 $ 128,126 $ — 8 - $ 128,126
Certificates of deposit in financial institutions.......... - - - - ---
Securities available forsale .........................L 162,258 50,297 111,961 R— 162,258
Securities held to maturity .................cc 7,986 R— 4,281 3,109 7,390
Loans, net ......ccooviiiiiiiiiiii 963,133 ——-- -—-- 944,544 944,544
Interest rate swap derivatives ..........cccceecevvererierennenne 1,147 -—- 1,147 -—-- 1,147
Accrued interest receivable ...l 3,606 - 466 3,140 3,606
Financial Liabilities:
DEPOSIES  tuvrerinieteteii e e 1,127,136 748,013 379,455 - 1,127,468
Other borrowed funds ...........ccoociiiiiiiiiin... 44,593 —— 45,799 —- 45,799
Subordinated debentures .................cooiiinnl. 8,500 — 8,500 - 8,500
Interest rate swap derivatives .........ccccceevverenienenenne 1,147 ——-- 1,147 - 1,147
Accrued interest payable ............c.ooiiiiiiiiiiiin. 6,597 1 6,596 - 6,597

Fair Value Measurements at December 31, 2022 Using:
Carrying

Value Level 1 Level 2 Level 3 Total
Financial Assets:
Cash and cash equivalents ......................cc.oee. $ 45990 $ 45990 $ — 3 — 3 45,990
Certificates of deposit in financial institutions.......... 1,862 - 1,862 - 1,862
Securities available forsale .............................. 184,074 54,792 129,282 - 184,074
Securities held to maturity ...............ccoooeiiiiinini. 9,226 - 4,987 3,473 8,460
Loans, net ......c.ooiiiiiiii e 879,780 ——-- ——-- 846,870 846,870
Interest rate swap derivatives .........cccccceevereerieeneenen. 1,340 ——-- 1,340 ——-- 1,340
Accrued interest receivable ....................ll 3,112 — 485 2,627 3,112
Financial Liabilities:
DEPOSILS  ouveeeiieeete e 1,027,655 875,736 149,974 -—-- 1,025,710
Other borrowed funds .................cooiiiiiin. 17,945 - 16,364 - 16,364
Subordinated debentures .................oocoiiil 8,500 - 8,500 - 8,500
Interest rate swap derivatives .........cccccceecvereerieeneenen. 1,340 ——-- 1,340 ——-- 1,340
Accrued interest payable ..............cooiiiiiiiiiiinn., 432 1 431 - 432

Fair value estimates are made at a specific point in time, based on relevant market information and information about
the financial instrument. These estimates do not reflect any premium or discount that could result from offering for sale at one
time the Company’s entire holdings of a particular financial instrument. Because no market exists for a significant portion of
the Company’s financial instruments, fair value estimates are based on judgments regarding future expected loss experience,
current economic conditions, risk characteristics of various financial instruments and other factors. These estimates are
subjective in nature and involve uncertainties and matters of significant judgment and therefore cannot be determined with
precision. Changes in assumptions could significantly affect the estimates.
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Note P - Regulatory Matters

Banks and bank holding companies are subject to regulatory capital requirements administered by federal banking
agencies. Capital adequacy guidelines and, additionally for banks, prompt corrective action regulations, involve quantitative
measures of assets, liabilities, and certain off-balance-sheet items calculated under regulatory accounting practices. Capital
amounts and classifications are also subject to qualitative judgements by regulators. Failure to meet capital requirements can
initiate regulatory action. The net unrealized gain or loss on available for sale securities is not included in computing regulatory
capital. Management believes as of December 31, 2023, the Bank met all capital adequacy requirements to which they are
subject.

Prompt corrective action regulations applicable to insured depository institutions provide five classifications: well
capitalized, adequately capitalized, undercapitalized, significantly undercapitalized, and critically undercapitalized, although
these terms are not used to represent overall financial condition. If adequately capitalized, regulatory approval is required to
accept brokered deposits. If undercapitalized, capital distributions are limited, as is asset growth and expansion, and capital
restoration plans are required. At year-end 2023 and 2022, the Bank met the capital requirements to be deemed well capitalized
under the regulatory framework for prompt corrective action. There are no conditions or events since year-end 2023 and 2022
that management believes have changed the institution's well capitalized category.

In 2019, the federal banking agencies jointly issued a final rule that provides for an optional, simplified measure of
capital adequacy, the community bank leverage ratio ("CBLR") framework, for qualifying community banking organizations
(banks and holding companies), consistent with Section 201 of the Economic Growth, Regulatory Relief, and Consumer
Protection Act. The final rule became effective on January 1, 2020 and was elected by the Bank as of March 31, 2020. In April
2020, the federal banking agencies issued an interim final rule that made temporary changes to the CBLR framework, pursuant
to Section 4012 of the CARES Act, and a second interim final rule that provided a graduated increase in the CBLR requirement
after the expiration of the temporary changes implemented pursuant to Section 4012 of the CARES Act.

The CBLR removes the requirement for qualifying banking organizations to calculate and report risk-based capital
and only requires a Tier 1 to average assets ("leverage") ratio. Qualifying banking organizations that elect to use the CBLR
framework and that maintain a leverage ratio of greater than required minimums are considered to have satisfied the generally
applicable risk based and leverage capital requirements in the agencies' capital rules and, if applicable, are considered to have
met the well capitalized ratio requirements for purposes of Section 38 of the Federal Deposit Insurance Act. Under the interim
final rules, the CBLR minimum requirement was 8% as of December 31, 2020, 8.5% for calendar year 2021, and 9% for
calendar year 2022 and beyond. The interim rule allowed for a two-quarter grace period to correct a ratio that fell below the
required amount, provided that the Bank maintained a leverage ratio of 7% as of December 31, 2020, 7.5% for calendar year
2021, and 8% for calendar year 2022 and beyond.

Under the final rule, an eligible banking organization can opt out of the CBLR framework and revert back to the risk-
weighting framework without restriction. As of December 31, 2023 and 2022, the Bank qualified as a community banking
organization as defined by the federal banking agencies and elected to measure capital adequacy under the CBLR framework.

The current rules were impacted by the Company’s adoption of ASC 326 and its election to apply the 3-year CECL
transition provision on January 1, 2023. By making this election, the Bank, in accordance with Section 301 of the regulatory
capital rules, will increase it retained earnings (Tier 1 Capital) and average assets by 75% of its CECL transition amount during
the first year of the transition period, 50% of its CECL transition amount during the second year, and 25% of its CECL
transitional amount during the third year of the transition period. The Bank’s transition amount from the adoption of CECL
totaled $2,276, which resulted in the add-back of $1,707 to both Tier 1 capital and average assets as part of the CBLR
calculation for December 31, 2023.

The following tables summarize the actual and required capital amounts of the Bank as of year-end.

To Be Well Capitalized
Under Prompt Corrective
Actual Action Regulations
Bank Amount Ratio Amount Ratio
Tier 1 capital (to average assets)
December 31,2023 ................... $ 142,895 10.8% $ 118,910 9.0%
December 31,2022 ................... 135,404 11.0 110,806 9.0
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Note P — Regulatory Matters (continued)

Dividends paid by the subsidiaries are the primary source of funds available to Ohio Valley for payment of dividends
to shareholders and for other working capital needs. The payment of dividends by the subsidiaries to Ohio Valley is subject to
restrictions by regulatory authorities and state law. These restrictions generally limit dividends to the current and prior two
years retained earnings of the Bank and Loan Central, Inc. At January 1, 2024 approximately $17,895 of the subsidiaries’
retained earnings were available for dividends under these guidelines. The ability of Ohio Valley to borrow funds from the
Bank is limited as to amount and terms by banking regulations. The Board of Governors of the Federal Reserve System also
has a policy requiring Ohio Valley to provide notice to the FRB in advance of the payment of a dividend to Ohio Valley’s
shareholders under certain circumstances, and the FRB may disapprove of such dividend payment if the FRB determines the
payment would be an unsafe or unsound practice.

Note Q - Parent Company Only Condensed Financial Information
Below is condensed financial information of Ohio Valley. In this information, Ohio Valley’s investment in its
subsidiaries is stated at cost plus equity in undistributed earnings of the subsidiaries since acquisition. This information should

be read in conjunction with the consolidated financial statements of the Company.

CONDENSED STATEMENTS OF CONDITION

Years ended December 31:

Assets 2023 2022
Cash and cash equivalents ..............ooiiiiiiiiii e $ 6,248 $ 4,697
Investment in SUDSIAIATIES  ....ieiiiiit e 148,597 141,402
Notes receivable — SUDSIAIATIES  .....o..iieiiet it 2,683 2,365
(01115 g TS £ USSP 293 259
TOtAl @SSELS  ..vuint ittt ettt e e e e e $ 157,821 $ 148,723
Liabilities
NOLES PAYADIE ..ottt $ 2,394 § 2,376
Subordinated debentures  ..........ooiiiiiiii s 8,500 8,500
Other Habilities  .....ivieititit it 2,920 2,819
Total HabilitieS  .....iviritieiiie e 13,814 13,695
Shareholders’ Equity
Total shareholders” EqQUITY .......eoviriniititii e e eea s 144,007 135,028
Total liabilities and shareholders’ equity ...........ccoviieiiiiiiiiiiiiii e $ 157,821  § 148,723

CONDENSED STATEMENTS OF INCOME

Years ended December 31:

Income: 2023 2022
INLETESE ON TIOTES .ttt et ettt et et et et et e e et e et e et et e et e e e e e e eaeaeenns $ 91 $ 29
Dividends from SUDSIAIATIES  ......o.uiieiiiei it 5,020 4,180

Expenses:

INEETESt ON NOLES ...ttt e 91 29
Interest on subordinated debentures ...............couviiiiiiiiiiii e 598 296
OPETALING EXPEINSES . nventenetenteneeneateatete e et et e e et e ae et eateae e et e e eneaneeeneanennans 369 396
Income before income taxes and equity in undistributed earnings of subsidiaries ........... 4,053 3,488
Income tax Benefit ........c.oiiieiti i 196 141
Equity in undistributed earnings of subsidiaries ................cocociiiiiiiiiii 8,382 9,709
NEt INCOME  ..vtitit ittt e e e e e e $ 12,631 $ 13,338
Other comprehensive income (loss), net of tax .........coceviviiiiiiiiiiii e, 3,385 (15,521)
Comprehensive INCOME  .....uvueinieii it $ 16,016 $ (2,183)
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Note Q - Parent Company Only Condensed Financial Information (continued)

CONDENSED STATEMENTS OF CASH FLOWS

Years ended December 31:

Cash flows from operating activities: 2023 2022
NEt INCOME ..ot e $ 12,631  §$ 13,338
Adjustments to reconcile net income to net cash provided by operating activities:
Equity in undistributed earnings of subsidiaries  ..............cooiiiiii (8,382) (9,709)
Common stock issued to ESOP ... ... 124 575
Change in Other @SSEtS  ....iiivieieiit it e e e e vieenens (34) (221)
Change in other liabilitieS  .....c.oviviiiiiiie e 101 72
Net cash provided by operating activities — ........ecvveveiriiieineniniiienanennn. 4,440 4,055
Cash flows from investing activities:
Proceeds from closing of OVBC Captive ........ceoviviiniiiiiiiieiiieiieieeennen, 2,364 -—--
Change in notes receivable ............coviiiiiiiiiiiiiii e, (318) (242)
Net cash provided by (used in) investing activities.............ooevevrereneenennnn.. 2,046 (242)
Cash flows from financing activities:
Change in Notes PAYADIE ........iviriiitiii e e e 18 238
Purchases of treasury StoCK...........ouiuiiiiiiiiii i (82) -—--
Cash dividends paid ...........c.ooiiiiiiiiiiiiii (4,871) (4,720)
Net cash used in financing activities ............coevviiiiiiiiiit e (4,935) (4,482)

Cash and cash equivalents:

Change in cash and cash equivalents ..................ooiiiiiiiiiiiii 1,551 (669)
Cash and cash equivalents at beginning of year .................cooeviviiiiiiiiinin. 4,697 5,366
Cash and cash equivalents at end of year ..............ocooiviiiiiiiiiiiein, $ 6,248 $ 4,697
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Note R - Segment Information

The reportable segments are determined by the products and services offered, primarily distinguished between banking
and consumer finance. They are also distinguished by the level of information provided to the chief operating decision maker,
who uses such information to review performance of various components of the business which are then aggregated if operating
performance, products/services, and customers are similar. Loans, investments, and deposits provide the majority of the net
revenues from the banking operation, while loans provide the majority of the net revenues for the consumer finance
segment. All Company segments are domestic.

Total revenues from the banking segment, which accounted for the majority of the Company’s total revenues, totaled
95.2% and 94.2% of total consolidated revenues for the years ended December 31, 2023 and 2022, respectively.

The accounting policies used for the Company’s reportable segments are the same as those described in Note A -
Summary of Significant Accounting Policies. Income taxes are allocated based on income before tax expense. All goodwill
is in the Banking segment.

Segment information is as follows:
Year Ended December 31, 2023

Consumer Total
Banking Finance Company
NeEt INTETESt INCOIME ..ouvttitii ittt e, $ 43,711  § 2,316 $ 46,027
Provision for (recovery of) 10an 10SSEs ..........ooviiiiiiiiiiiiii s 2,025 65 2,090
NONINEETESt INCOIME ...\ttt ittt et et et e e et e e e et et et e e et e e e aneeaeen 11,513 1,116 12,629
NONINEEIEST EXPEISE . venveetenentetentntet et et et e et et et e et et e et et et e et eneneaaeneans 38,833 2,535 41,368
Provision for iNCOME tAXES  .....iuiutiet ittt ettt e 2,394 173 2,567
NEEINCOIME ..ttt ittt ettt ettt et et e et et et et et et et et e e et et e e enenss 11,972 659 12,631
T PN 1,336,861 15,274 1,352,135

Year Ended December 31, 2022

Consumer Total
Banking Finance Company
Net NSt iNCOME ....ouininit ittt e, $ 42,529 $ 2,249 $ 44,778
Provision for (recovery of) 10an 10SSESs ..........ouvuiiiiiiniiiiiiiiii i (100) 68 (32)
NONINEETESt INCOIME ...\ttt ettt et et et e et et et et et e e e a e e aneeaeen 9,121 1,041 10,162
INONINEETESE EXPEIISE v vvtentententent et et ateate e e et e e et eteaaeateeeeeneeneaneaneneas 36,612 2,428 39,040
Provision fOr INCOME tAXES  ....uuuiiiirit ittt et 2,429 165 2,594
JA (3 1 TeTe) o = 12,709 629 13,338
A S S ittt 1,195,974 14,813 1,210,787

Note S - Risks and Uncertainties

The risks pertinent to our bank regarding liquidity and rising deposit costs have increased due to an elevated interest
rate environment and increased deposit competition within our markets. Our liquidity position is supported by the management
of liquid assets such as cash and interest-bearing deposits with banks, and liabilities such as core deposits. The bank can also
access other sources of funds such as brokered deposits and FHLB advances. With the present economic conditions putting a
strain on liquidity and higher borrowing costs, the Company believes it has sufficient liquid assets and funding sources should
there be a liquidity need.
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REPORT OF INDEPENDENT REGISTERED
PUBLIC ACCOUNTING FIRM

To the Shareholders and Board of Directors
Ohio Valley Banc Corp.
Gallipolis, Ohio

Opinion on the Financial Statements

We have audited the accompanying consolidated statements of condition of Ohio Valley Banc Corp. (the "Company") as of
December 31, 2023 and 2022, the related consolidated statements of income, comprehensive income, change in shareholders’
equity, and cash flows for the years then ended, and the related notes (collectively referred to as the "financial statements"). In
our opinion, the financial statements present fairly, in all material respects, the financial position of the Company as of
December 31, 2023 and 2022, and the results of its operations and its cash flows for the years then ended, in conformity with
accounting principles generally accepted in the United States of America.

Change in Accounting Principle

As discussed in Note A to the financial statements, the Company has changed its method of accounting for credit losses effective
January 1, 2023, due to the adoption of ASU 2016-13 Financial Instruments — Credit Losses (Topic 326): Measurement of
Credit Losses on Financial Instruments. The Company adopted the new credit loss standard using the modified retrospective
method such that prior period amounts are not adjusted and continue to be reported in accordance with previously applicable
generally accepted accounting principles. The adoption of the new credit loss standard and its subsequent application is also
communicated as a critical audit matter below.

Basis for Opinion

These financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion on
the Company's financial statements based on our audits. We are a public accounting firm registered with the Public Company
Accounting Oversight Board (United States) ("PCAOB") and are required to be independent with respect to the Company in
accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange
Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement, whether due
to error or fraud. Our audits included performing procedures to assess the risks of material misstatement of the financial
statements, whether due to error or fraud, and performing procedures that respond to those risks. Such procedures included
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements. Our audits also included
evaluating the accounting principles used and significant estimates made by management, as well as evaluating the overall
presentation of the financial statements. We believe that our audits provide a reasonable basis for our opinion.

Critical Audit Matter

The critical audit matter communicated below is a matter arising from the current period audit of the financial statements that
was communicated or required to be communicated to the audit committee and that: (1) relates to accounts or disclosures that
are material to the financial statements and (2) involved our especially challenging, subjective, or complex judgments. The
communication of the critical audit matter does not alter in any way our opinion on the financial statements, taken as a whole,
and we are not, by communicating the critical audit matter below, providing a separate opinion on the critical audit matter or
on the accounts or disclosures to which it relates.

Allowance for Credit Losses on Loans — Initial Adoption of Allowance for Credit Losses Model

In accordance with Accounting Standards Update 2016-13, Financial Instruments —Credit Losses (Topic 326): Measurement
of Credit Losses on Financial Instruments (the “ASU”), the Company adopted Accounting Standards Codification (“ASC”)
326 as of January 1, 2023, as described in Note A and C of the consolidated financial statements. See also the change in
accounting principle explanatory paragraph above. The ASU requires credit losses on loans to be measured using an expected
credit loss model (referred to as the current expected credit loss (CECL) model) which estimates credit losses over the expected
life of the loan. Estimates of expected credit losses are based on historical experience, adjusted for management's evaluation of
current conditions and reasonable and supportable forecasts. As it relates to the allowance for credit losses for loans, the impact
of adoption of this standard on January 1, 2023, was a $2.2 million increase to the allowance for credit losses, with a net
decrease of $2.2 million to retained earnings for the cumulative effect adjustment recorded upon adoption.
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The Company measures the ACL on a collective (pool) basis when similar risk characteristics exist using a Cumulative
Undiscounted Expected Loss model. Historical credit loss experience is the basis for the estimation of expected credit losses.
The Company applies historical loss rates to pools of loans with similar risk characteristics. In defining historical loss rates,
prepayment rates and curtailment rates used to determine the expected life of loans, the use of regional and national peer data
was used. After consideration of the historic loss calculation, management applied 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. The Company’s reasonable and supportable forecast adjustment is based on the national unemployment rate and the
national gross domestic product forecast for the first year. For periods beyond the reasonable and supportable forecast, the
Company deploys reversion to historical loss rates utilizing a straight-line method over a two-year period.

Auditing the initial adoption of the Cumulative Undiscounted Expected Loss model was identified by us as a critical audit
matter because of the significant auditor judgment and effort needed to evaluate the complex judgments made by management
related to the appropriateness of the model, including the reasonable and supportable forecast adjustments, with the need to use
our valuation specialists.

The primary procedures performed to address the critical audit matter included:
e With the assistance of our valuation specialists, evaluating the appropriateness and conceptual design of the
Cumulative Undiscounted Expected Loss model including the evaluation of the reasonable and supportable forecast

adjustments and the mathematical accuracy of the model.

o Evaluating the relevance and reliability of data used in the model development and the determination of reasonable
and supportable forecast adjustments.

Cowe LLP

Crowe LLP
We have served as the Company’s auditor since 1992.

Cleveland, Ohio
March 15, 2024
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MANAGEMENT’S REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING

Board of Directors and Shareholders
Ohio Valley Banc Corp.

The management of Ohio Valley Banc Corp. (the Company) is responsible for establishing and maintaining adequate internal
control over financial reporting as defined in Rules 13a-15(f) and 15d-15(f) under the Securities Exchange Act of 1934. The
Company's internal control over financial reporting is designed to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted
accounting principles. The Company's internal control over financial reporting includes those policies and procedures that: (i)
pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of
the assets of the Company; (ii) provide reasonable assurance that transactions are recorded as necessary to permit preparation
of financial statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the
Company are being made only in accordance with authorizations of management and directors of the Company; and (iii)
provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or disposition of the
Company's assets that could have a material effect on the financial statements.

The system of internal control over financial reporting as it relates to the consolidated financial statements is evaluated for
effectiveness by management. Because of its inherent limitations, internal control over financial reporting may not prevent or
detect misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls
may become inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate.

Management assessed the Company’s system of internal control over financial reporting as of December 31, 2023, in relation
to criteria for effective internal control over financial reporting as described in the 2013 “Internal Control Integrated
Framework,” issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). Based on this

assessment, management concluded that, as of December 31, 2023, its system of internal control over financial reporting is
effective and meets the criteria of the “Internal Control Integrated Framework.”

Ohio Valley Banc Corp.

;;407,— s 7% & M o Mf?/
Larry E. Miller, 11 Scott W. Shockey (
President and Chief Executive Officer Senior Vice President, CFO

March 15, 2024
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF
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FORWARD LOOKING STATEMENTS

Certain statements contained in this report and other publicly available documents incorporated
herein by reference constitute "forward looking statements" within the meaning of Section 27A of the
Securities Act of 1933, as amended, and Section 21E of the Securities Act of 1934, as amended (the
“Exchange Act”), and as defined in the Private Securities Litigation Reform Act of 1995. Such statements
are often, but not always, identified by the use of such words as “believes,” “anticipates,” “expects,”
“intends,” “plan,” “goal,” “seek,” “project,” “estimate,” “strategy,” “future,” “likely,” “may,” “should,”
“will,” and other similar expressions. Such statements involve various important assumptions, risks,
uncertainties, and other factors, many of which are beyond our control, and which could cause actual
results to differ materially from those expressed in such forward looking statements. These factors
include, but are not limited to: unexpected changes in interest rates or disruptions in the mortgage market;
changes in political, economic or other factors, such as inflation rates, recessionary or expansive trends,
taxes, the effects of implementation of legislation and the continuing economic uncertainty in various
parts of the world; competitive pressures; fluctuations in interest rates; the level of defaults and
prepayment on loans made by Ohio Valley Banc Corp. (“Ohio Valley”) and its direct and indirect
subsidiaries (collectively, the “Company”); unanticipated litigation, claims, or assessments; fluctuations
in the cost of obtaining funds to make loans; and regulatory changes. Additional detailed information
concerning such factors is available in the Company’s filings with the Securities and Exchange
Commission, under the Exchange Act, including the disclosure under the heading “Item 1A. Risk Factors”
of Part I of the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2023.
Readers are cautioned not to place undue reliance on such forward looking statements, which speak only
as of the date hereof. The Company undertakes no obligation and disclaims any intention to republish
revised or updated forward looking statements, whether as a result of new information, unanticipated
future events or otherwise.

29 ¢¢

29 ¢ 99 ¢¢

ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The purpose of this discussion is to provide an analysis of the financial condition and results of
operations of the Company that is not otherwise apparent from the audited consolidated financial
statements included in this report. The accompanying consolidated financial information has been
prepared by management in conformity with U.S. generally accepted accounting principles (“US GAAP”)
and is consistent with that reported in the consolidated financial statements. Reference should be made to
those statements and the selected financial data presented elsewhere in this report for an understanding of
the following tables and related discussion. All dollars are reported in thousands, except share and per
share data.

BUSINESS OVERVIEW:

The following discussion on consolidated financial statements include the accounts of Ohio Valley
and its wholly-owned subsidiaries, The Ohio Valley Bank Company (the “Bank”), Loan Central, Inc., a
consumer finance company (“Loan Central”), and Ohio Valley Financial Services Agency, LLC, an
insurance agency. The Bank has one wholly-owned subsidiary, Ohio Valley REO, LLC, an Ohio limited
liability company. In December 2023, Ohio Valley ceased operating Race Day Mortgage, Inc. (“Race
Day”), which had been a wholly-owned subsidiary of the Bank since April 2021. The decision to cease
operating Race Day was made due to low loan demand, poor employee retention, and lack of profitability.
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In December 2023, Ohio Valley also ceased operating OVBC Captive, Inc. (the “Captive”), which had
been a subsidiary of Ohio Valley since July 2014. The decision to cease operating the Captive was the
result of proposed IRS regulations that adversely impacted the taxation of small captives and severely
limited the Captive’s ability to operate. Ohio Valley and its subsidiaries are collectively referred to herein
as the “Company.”

The Company is primarily engaged in commercial and retail banking, offering a blend of
commercial and consumer banking services within southeastern Ohio as well as western West Virginia.
The banking services offered by the Bank include the acceptance of deposits in checking, savings, time
and money market accounts; the making and servicing of personal, commercial, floor plan and student
loans; the making of construction and real estate loans; and credit card services. The Bank also offers
individual retirement accounts, safe deposit boxes, wire transfers and other standard banking products and
services. Furthermore, the Bank offers Tax Refund Advance Loans (“TALs”) to Loan Central tax
customers. A TAL represents a short-term loan offered by the Bank to tax preparation customers of Loan
Central.

IMPACT OF ADOPTING NEW ACCOUNTING GUIDANCE:

Effective January 1, 2023, the Company adopted ASU No. 2016-13 Financial Instruments - Credit
Losses (Topic 326): Measurement of Credit Losses on Financial Instruments, (“ASU 2016-13") (“ASC
326”), as amended. The new accounting guidance replaces the “incurred loss” model with an “expected
loss” model, which is referred to as the current expected credit loss (“CECL”) model. The measurement
of expected credit losses under the CECL model is applicable to financial assets measured at amortized
cost, including loan receivables and held to maturity debt securities. It also applies to off-balance sheet
credit exposures not accounted for as insurance (loan commitments, standby letters of credit, financial
guarantees, and other similar instruments). Upon adoption of ASC 326, the Company increased the
allowance for credit losses (“ACL”) by $2,162. In addition, a reserve for unfunded commitments and held
to maturity securities was established totaling $631 and $3, respectively. The Company recorded a net
charge to retained earnings of $2,209 as of January 1, 2023, for the cumulative effect of adopting ASC
326. The adoption of ASC 326 did not have an effect to net earnings on January 1, 2023.

RESULTS OF OPERATIONS:

SUMMARY
2023 v. 2022

Ohio Valley generated net income of $12,631 for 2023, a decrease of $707, or 5.3%, from 2022.
Earnings per share were $2.65 for 2023, a decrease of 5.4% from 2022. The decrease in net income and
earnings per share for 2023 was largely impacted by increases in provision for credit losses and noninterest
expense, partially offset by higher net interest and noninterest income.

The Company’s net interest income in 2023 was $46,027, representing an increase of $1,249, or
2.8%, from 2022. Net interest income during 2023 was positively impacted by a year-to-date increase in
the Company’s fully tax-equivalent net interest income as a percentage of average earning assets (“net
interest margin”), which increased 5 basis points to 3.94% at December 31, 2023. During 2022, the
Company experienced an increasing trend in the net interest margin in relation to the significant increase
in market rates based on actions taken by the Federal Reserve Bank (“FRB”), which contributed to the
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yield on earning assets increasing more than the cost of interest-bearing liabilities. Net interest income
during 2023 also benefited from an $18,156 increase in average earning assets, with higher relative
balances being maintained in loans, as opposed to interest-bearing deposits with banks or securities, which
generally yield less than loans. This led to a $91,359 increase in average loans while average interest-
bearing deposits with banks and securities both decreased $52,637 and $20,566, respectively, from year-
end 2022.

Although 2023’s net interest income increased compared to 2022, the pace of growth within net
interest income began to compress during 2023. The aggressive rate increases initiated by the FRB in
March 2022 had a significant impact on increasing asset yields in that year, while interest expenses
remained less sensitive to higher market rates for most of 2022. However, the improvements in 2022’s net
interest margin peaked in the fourth quarter of 2022. As a result, the Company began to experience margin
compression during 2023 due to the Company’s actions of increasing rates on deposit accounts to attract
deposits as market competition increased. This led to a composition shift to higher-cost certificate of
deposit (“CD”) accounts during 2023. Furthermore, the higher utilization of wholesale funding sources to
fund asset growth contributed to a higher cost of funds. This composition shift to higher-cost CDs and
wholesale borrowings led to a $13,000 increase in interest expense during 2023, which limited the amount
of increase in net interest income for the year. Compared to the prior quarterly periods in 2023, the
Company’s year-to-date net interest margin of 3.94% at December 31, 2023 had decreased from the year-
to-date margin results of 4.03%, 4.12%, and 4.21% at September 30, June 30, and March 31, 2023,
respectively.

Provision for credit losses during 2023 finished higher than 2022 primarily due to the fact that
there was negative provision for loan loss expense experienced during 2022 as a result of a decrease in
certain economic risk factors, such as the level of classified and criticized loans and the partial release of
the COVID reserve. Provision expense during 2023 was largely related to net charge-offs, increases in
certain qualitative risk factors, and a general growth in loan balances. On January 1, 2023, the Company
adopted new accounting guidance for measuring the credit losses on financial instruments. Under this
guidance, the Company established a CECL model to estimate future credit losses, which replaced the
former incurred loss methodology.

The Company’s noninterest income increased $2,467, or 24.3%, from 2022. The year-to-date
increase in noninterest income was largely impacted by a $1,514 decrease in the loss on sale of securities
from the prior year. During the fourth quarter of 2022, the Company sold $12,500 in securities at a loss
of $1,537. The proceeds from the sales of securities were reinvested into similar higher-yielding securities
to increase future interest earnings. Further contributing to the increase in noninterest income was revenue
recognized during the fourth quarter of 2023 as part of the Company’s settlement agreement with a tax
refund processor, which increased $726 from the same period in 2022. The increase was related to the
impact of the higher interest rate environment on the revenue earned under such agreement. Noninterest
income in 2023 was also positively impacted by a $257 increase in service charges on deposit accounts.
This was largely the result of a higher volume of overdraft transactions during 2023. Other increases in
noninterest income came from interest rate swap revenue (+$211) and lower loss reserves related to the
closing of the Captive (+$223). These increases were partially offset by a $522 decrease in mortgage
banking income from selling loans to the secondary market. This decrease was related to the closing of
Race Day and to elevated mortgage rates, which contributed to mortgage customers selecting in-house
variable rate mortgage products instead of long-term fixed rate products that are sold to the secondary
market.
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The Company’s noninterest expenses during 2023 increased $2,328, or 6.0%, from 2022. The
increase was primarily related to a $1,776 increase in salaries and employee benefit costs impacted by
annual merit increases and nonqualified benefit plan expense. During the fourth quarter of 2022, the
nonqualified benefit plan liabilities were evaluated and based on higher market interest rates, the benefit
plan liabilities were reduced, leading to a lump sum decrease in expense. A comparable adjustment was
not required in 2023, resulting in an increase of $1,099 in nonqualified benefit plan expense during 2023.
However, this growth in salary and employee benefit expense was reduced due to the elimination of
staffing for Race Day by April 2023. As a result, a savings in salary and employee benefit expense was
realized totaling $699 during 2023. Further contributing to higher noninterest expense in 2023 were
increases in software expense and FDIC insurance premiums. Software expense increased $452 in relation
to investments in loan processing platforms to enhance efficiency and to termination fees for software
agreements for Race Day. FDIC premiums increased $234 in relation to higher assessment rates on all
depository institutions. These increases were partially offset by a $418 decrease in marketing expense,
which was primarily attributable to select donations made during the fourth quarter of 2022 to support the
communities that we serve and is reflective of our Community First mission.

The Company’s provision for income taxes decreased $27 during 2023, largely due to the changes
in taxable income affected by the factors mentioned above.

NET INTEREST INCOME

The most significant portion of the Company's revenue, net interest income, results from properly
managing the spread between interest income on earning assets and interest expense incurred on interest-
bearing liabilities. The Company earns interest and dividend income from loans, investment securities
and short-term investments while incurring interest expense on interest-bearing deposits and short- and
long-term borrowings. Net interest income is affected by changes in both the average volume and mix of
assets and liabilities and the level of interest rates for financial instruments. Changes in net interest income
are measured by net interest margin and net interest spread. Net interest margin is expressed as the
percentage of net interest income to average interest-earning assets. Net interest spread is the difference
between the average yield earned on interest-earning assets and the average rate paid on interest-bearing
liabilities. Both of these are reported on a fully tax-equivalent (“FTE”) basis. Net interest margin exceeds
the net interest rate spread because noninterest-bearing sources of funds, principally noninterest-bearing
demand deposits and stockholders' equity, also support interest-earning assets. The following is a
discussion of changes in interest-earning assets, interest-bearing liabilities and the associated impact on
interest income and interest expense for the two years ended December 31, 2023 and 2022. Tables I and
IT have been prepared to summarize the significant changes outlined in this analysis.

Net interest income in 2023 totaled $46,618 on an FTE basis, up $1,354, or 3.0%, from 2022. This
increase reflects positive contributions from a 115 basis point increase in earning asset yield and a 1.6%
increase in average earning assets. The average earning asset yield during 2023 was positively impacted
by the FRB’s action to increase short-term rates by 525 basis points beginning in March 2022. During
2022, the Company’s average rates on deposits remained low, even during this series of aggressive market
rate increases, due to a heightened liquidity position of core deposits. However, in order to attract deposits
as market competition continued to increase, the Company increased its deposit rates during the end of
2022 and into 2023. This, along with a composition shift to higher-cost CD products and utilization of
more wholesale funding sources to fund earning asset growth, increased the Company’s average interest-
bearing liability costs by +163 basis points during 2023. As a result, the net interest margin was limited
to just a 5 basis point increase from 3.89% in 2022 to 3.94% in 2023. The net interest margin increase of
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5 basis points reflects the benefits of both a 115 basis point increase from the mix and yield on earning
assets and a 53 basis point increase from the use of noninterest-bearing funding (i.e., demand deposits and
shareholders’ equity). These positive effects were partially offset by a 163 basis point increase in funding
costs impacted by market rate increases and a composition shift to a greater number of higher-costing
deposits and wholesale funding sources. The increase in average earning assets came mostly from a 10.8%
increase in loans, partially offset by a 47.0% decrease in interest-bearing balances with banks, and a 9.9%
decrease in securities during 2023, as compared to the same period in 2022.

Net interest income increased in 2023 primarily due to the increase in both the average yield and
volume of earning assets partially offset by the increase in both the average cost and volume of interest-
bearing liabilities. The yield increase in average earning assets was responsible for increasing FTE interest
income by $10,824 during 2023 compared to 2022, while the volume increase in average earning assets
contributed to a $3,530 increase in FTE interest income during the same period. These positive impacts
were partially offset by an increase in average interest-bearing liability costs that contributed to an $11,719
increase in interest expense during 2023 compared to 2022, and a volume increase in average interest-
bearing liabilities that contributed to a $1,281 increase in interest expense during the same period. The
increase in average earning asset yield for 2023 was largely impacted by loans. The action of the FRB to
aggressively increase short-term rates had a direct impact on the repricing of a portion of the Company’s
loan portfolio throughout 2022 and 2023, while also increasing the market rates on loan product offerings.
As a result, the average loan yield grew to 5.92% at year-end 2023, as compared to 5.06% at year-end
2022, which contributed to $7,735 in additional FTE interest income during 2023 compared to 2022. The
Company also experienced a $91,359, or 10.8%, increase in average loan balances during 2023, which
contributed to $4,927 in additional FTE interest income during 2023 compared to 2022. Average balance
growth occurred within all of the Company’s loan portfolio segments in residential real estate, commercial
real estate, commercial and industrial, and consumer loans. To assist in funding the growth in average
loans, the Company utilized more funds from its interest-bearing deposits with banks and maturity
proceeds from securities. As a result, the Company’s average loan composition increased to 79.2% of
average earning assets at year-end 2023, as compared to 72.5% for 2022.

Interest-bearing balances with banks also had a positive impact on net interest income, particularly
from the yield factor. The majority of these balances consist of the Company’s interest-bearing FRB
clearing account. The aggressive short-term rate increases had an immediate effect on increasing the
interest income generated by the Company’s FRB clearing account. During 2023, the rate associated with
the FRB clearing account increased 100 basis points due to continued rising inflationary concerns,
resulting in an increase in the target federal funds rate of 5.25% to 5.50%. During 2022, this rate had
increased 425 basis points. As a result, the average yield factor on interest-bearing balances with other
banks increased interest income by $2,362 during 2023, as compared to a $1,352 increase in interest
income during 2022. Conversely, the average volume on interest-bearing balances with other banks
contributed to a $989 decrease to interest income during 2023, as compared to a $40 decrease to interest
income during 2022. The change was impacted by the utilization of excess deposits within the FRB
clearing account during 2023. The Company utilizes its interest-bearing FRB clearing account to manage
excess funds, as well as to assist in funding earning asset growth. During 2023, excess funds from the
FRB account were used to fund the growth in loans, which led to a $52,637, or 47.0%, decrease in average
interest-bearing balances with other banks, and led to a lower composition of average interest-bearing
balances with other banks, finishing at 5.0% of average earning assets in 2023 compared to 9.6% in 2022.

Average securities of $186,908 at year-end 2023 represented a 9.9% decrease from the $207,474
in average securities at year-end 2022. During 2022, the Company utilized excess funds from previous
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government stimulus programs to purchase taxable investment securities, expanding its composition of
earning assets and contributing to a $565 increase in FTE interest income in 2022. During 2023, the
Company placed more emphasis on growing its higher-yielding loan portfolio and utilized proceeds from
various maturities and repayments of securities to help fund this growth. Average taxable securities in
2023 decreased 10.0% from the prior year, particularly from various maturities and repayments of U.S.
Government and Agency mortgage-backed securities. As a result, the composition of average taxable
securities decreased to 15.2% of average earning assets at year-end 2023, as compared to 17.1% at year-
end 2022, and contributed to a $391 decrease in interest income during 2023. Rising interest rates
continued to have a positive impact on the average yields on taxable securities during 2023. Furthermore,
the Company took opportunities to sell some of its lower-yielding taxable securities in December of 2022,
and used the proceeds to reinvest into higher-yielding securities that benefited earnings growth in 2023.
The realized loss from the year-end 2022 sale will continue to be offset by increases in future interest
income. As aresult, the average yield factor for taxable securities contributed to a $737 increase in interest
income during 2023, as compared to a $912 increase in interest income during 2022. Average tax exempt
securities were down 7.7% from the prior year, largely related to maturities of state and municipal
investments. As a result, the composition of average state and municipal investments trended down to
0.6% of average earning assets at year-end 2023, as compared to 0.7% at year-end 2022. Management
continues to focus on generating loan growth as loans provide the greatest return to the Company.
Management also maintains securities at a dollar level adequate enough to provide ample liquidity and
cover pledging requirements.

Net interest income was negatively impacted by an increase in the average cost of interest-bearing
liabilities, particularly with the Company’s time deposits, during 2023. The Company entered 2022 having
experienced a large increase in excess deposits that had carried over from 2021 resulting from various
government stimulus programs. As the FRB began moving short-term rates up in March 2022, the
Company still maintained heightened levels of liquidity, which allowed deposit rates to remain unadjusted
for most of 2022. As market competition continued to increase, rate offerings on CDs began adjusting up
in the second half of 2022 but was not impactful in generating significant increases to interest expense
during that period through the end of 2022. As a result, the average cost of time deposits decreased 36
basis points during 2022, which contributed to a $643 decrease in interest expense on time deposits for
the year. Conversely, the Company continued to increase CD rates in 2023 to attract and retain deposits,
which had a negative impact in growing interest costs. The Company also utilized higher-cost wholesale
time deposits (brokered CDs) to help fund earning asset growth in 2023. These factors contributed to a
$7,742 increase in interest expense on time deposits during 2023. Furthermore, the increase in rates on
retail CD offerings compared to 2022 led to more consumer demand to reinvest lower cost NOW, savings,
and money market deposit products and into more time deposit products such as CDs. This contributed to
an increase in the composition of average time deposits from 22.7% at year-end 2022 to 35.4% at year-
end 2023 and increased the average cost of time deposits from 0.65% at year-end 2022 to 3.57% at year-
end 2023.

This trend of higher market rates and a growing consumer preference for higher cost retail deposits
also had a significant impact on core deposit segments that include negotiable order of withdrawal
(“NOW?”), savings and money market accounts. Interest expense on these accounts was largely unaffected
by the rising rate environment in 2022 due to a lagging effect on deposit rate adjustments. These repricing
efforts to limit the magnitude of deposit rate increases in a higher rate environment contributed to a
minimal impact on interest expense during 2022. However, rates on deposits steadily increased at the end
of 2022 and leading into 2023, particularly with higher rates on NOW accounts and a new tiered money
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market product that offered competitive rates. As a result, the Company’s average cost of savings and
money market accounts increased from 0.08% in 2022 to 0.81% in 2023, while the average cost of NOW
accounts increased from 0.34% in 2022 to 1.01% in 2023. Collectively, this contributed to a $3,342
increase to interest expense during 2023, as compared to just a $5 increase in 2022. While customer
deposits continued to increase during 2023 within these core deposit segments, the consumer preference
was largely weighted towards time deposits, which generated a composition shift to a greater number of
higher-priced retail CD products. As a result, average balances during 2023 decreased 13.5% within
NOW accounts and decreased 15.5% within savings and money market accounts, altogether representing
59.4% of average interest-bearing liabilities in 2023, as compared to 73.5% in 2022.

The Company’s average other borrowings and subordinated debentures collectively increased
$11,911, or 41.9%, during 2023. The increase was related to the issuance of new FHLB advances that
were used to help fund earning asset growth. Borrowings and subordinated debentures continue to
represent the smallest composition of average interest-bearing liabilities, finishing at 5.1% and 3.8% at
the end of 2023 and 2022, respectively. The elevated rate environment also impacted the average costs on
other borrowings, which increased from 2.06% at year-end 2022 to 3.35% at year-end 2023, and
subordinated debentures, which increased from 3.48% at year-end 2022 to 7.03% at year-end 2023.

Total interest and fee income on average earning assets increased $14,354, or 29.8%, during 2023,
and $2,912, or 6.4%, during 2022. The increase was primarily due to average net loan growth and the
benefits of a rising interest rate environment that had a significant impact on loan offerings/repricings and
the rate tied to the Company’s interest-bearing FRB clearing account.

The Company’s interest income from its interest-bearing balances with banks increased $1,373
and $1,312 during 2023 and 2022, respectively. Higher earnings were impacted by the aggressive increase
in market rates initiated by the FRB beginning in March of 2022, which caused the rate associated with
the interest-bearing FRB clearing account to increase, as well. The positive impact from higher rates were
partially offset by a decline in average interest-bearing deposits with banks, decreasing 47.0% and 17.6%
during 2023 and 2022, respectively.

The Company’s interest and fees from its commercial loan portfolio increased $5,938, or 28.5%,
during 2023. The increase came primarily from commercial loan interest, which was positively impacted
by elevated market rate adjustments during 2023. Also contributing to higher interest income was
commercial loan demand, which was successful in generating an 8.6% increase in average balances within
the Company’s commercial real estate and commercial and industrial portfolios. During 2022, the
Company’s interest and fees from its commercial loan portfolio decreased $368, or 1.7%. The decrease
came primarily from lower commercial loan fees, which decreased $1,295, or 60.4%, as result of less
Paycheck Protection Program loan fees earned in 2022. The decrease in fees completely offset a $§927
increase in commercial interest income in 2022, impacted by higher average yields and increases in
average commercial loan balances within the commercial real estate and commercial and industrial
portfolios.

The Company’s interest and fees from its consumer loan portfolio increased $4,109, or 38.8%,
during 2023. The increase was primarily the result of higher consumer loan yields and a 19.8% increase
in average consumer loan balances. Average consumer loans were largely impacted by the purchase of a
pool of unsecured loans in January 2023 that carried an average balance of $12,322 for the year. Other
contributions to higher consumer loans in 2023 came from increases in average automobile and consumer
capital line loan balances. As a result, consumer loan interest increased $4,092 and consumer loan fees
increased $17 during 2023. During 2022, consumer loan interest and fees increased $629, or 6.3%. The
increase was primarily the result of higher consumer loan yields and an increase in average consumer
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capital line and unsecured loan balances. As a result, consumer loan interest increased $534 and consumer
loan fees increased $95 during 2022.

The Company’s interest and fees from its residential real estate loan portfolio increased $2,501, or
23.1%, during 2023. This was impacted by higher yields and a 9.8% increase in average residential real
estate loans. With mortgage rates continuing to increase in 2023, the demand for in-house variable rate
mortgage products increased while long-term fixed rate products decreased. As a result, interest income
increased $2,526 while fee income decreased $25 within the residential real estate portfolio during 2023.
Conversely, the Company’s interest and fees from its residential real estate loan portfolio decreased $90,
or 0.8%, during 2022. This was impacted by a decrease in average residential real estate loan balances
caused by principal repayments and payoffs and a lower volume of new loan originations during 2022. As
a result, interest income decreased $51 and fee income decreased $39 within the residential real estate
portfolio during 2022.

The Company’s interest income from taxable investment securities increased $346, or 9.5%, in
2023. This was primarily due to the reinvestment of maturities at market rates higher than the average
portfolio yield. The average securities yield was also positively impacted by the Company’s decision to
sell $12,500 of lower-yielding taxable securities at the end of 2022 and reinvest them in similar higher-
yielding securities. These factors had a positive impact on increasing the yield on taxable securities, which
increased from 1.83% in 2022 to 2.23% in 2023. However, with the Company’s focus on reinvesting
excess funds into a greater number of higher-yielding loans, average taxable security balances decreased
10.0% during 2023, partially offsetting the benefits of increasing yields. During 2022, the Company’s
interest income from taxable investment securities increased $1,477, or 67.8%. This was primarily due to
investment purchases and reinvestment of maturities at market rates higher than the average portfolio
yield. During 2022, the Company took opportunities to reinvest a portion of excess deposits into new U.S.
Government and Agency mortgage-backed securities, which contributed $42,806 to the total increase in
average taxable securities. Additionally, the Company sold $48,732 of lower-yielding taxable securities
at the end of 2021 and reinvested them in similar higher-yielding securities that impacted higher asset
yields in 2022, resulting in a yield on taxable securities of 1.83% in 2022.

Total interest expense incurred on the Company’s interest-bearing liabilities totaled $15,838
during 2023, an increase of $13,000 compared to $2,838 in interest expense during 2022. The increase in
interest expense during 2023 was largely the result of a lagging effect to deposit rate increases during the
time that the FRB took action to aggressively move short-term rates up in 2022. At that time, the Company
was able to maintain a large amount of excess deposit balances within its core segment of interest-bearing
NOW, savings, and money market accounts with little to no change to their respective deposit product
rates during 2022. Competition for deposits began to increase during the end of 2022 and continued into
2023, leading to an increase in the rates on several of the Company’s deposit products, such as CDs, NOW
and money market accounts. In addition, deposit customers were looking to reinvest their funds into a
greater number of higher-costing products such as CDs instead of lower-costing products such as savings,
NOW and money market accounts. Furthermore, the Company utilized a greater number of higher-costing
brokered CDs to assist in funding the growth in earning assets. This combination of higher CD volume,
upward repricing of CD rates, and utilization of higher-cost wholesale funding had a negative effect on
earnings by elevating interest expenses in 2023. As a result, the weighted average cost on interest-bearing
liabilities increased from 0.38% in 2022 to 2.01% in 2023. During 2022, total interest expense incurred
on the Company’s interest-bearing liabilities decreased $861, or 23.3%, primarily due to the lagging effect
of deposit rate increases initiated by the FRB. During 2022, the Company was able to maintain a large
amount of excess core deposit balances with little to no change to their respective deposit product rates.
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CONSOLIDATED AVERAGE BALANCE SHEET & ANALYSIS OF NET INTEREST INCOME

Table I December 31
2023 2022
(dollars in thousands)
Average Income/ Yield/ Average Income/ Yield/
Balance Expense Average Balance Expense Average
Assets
nterest-earning assets:
Interest-bearing balances with banks $ 59,475 $ 2,880 4.84% $ 112,112 $ 1,507 1.34%
Securities:
Taxable .....ccoovvevevivieiieieeeeienne 179,501 4,002 2.23 199,446 3,656 1.83
TaX EXCMPL...eereeereriireieerieieeeneaens 7,407 200 2.70 8,028 227 2.83
LOANS ..t 935,772 55,374 5.92 844,413 42,712 5.06
[Total interest-earning assets................. 1,182,155 62,456 5.28% 1,163,999 48,102 4.13%
INoninterest-earning assets:
Cash and due from banks .. 15,024 14,767
Other nonearning assets 86,077 81,303
Allowance for loan losses . . (7,749) (5,417)
[Total noninterest-earning assets ... 93,352 90,653
[Total aSSets ...........ccocvevvevveeerieriererennins $ 1,275,507 $ 1,254,652
ILiabilities and Shareholders’ Equity
IInterest-bearing liabilities:
NOW aCCOUNLS .....covevenrreniniieeeieieieneens $ 196,086 $ 1,988 1.01% $ 226,709 $ 778 0.34%
Savings and money market... 272,217 2,213 0.81 322,272 242 0.08
Time deposits 279,260 9,973 3.57 169,682 1,110 0.65
Other borrowed money ..........ccccevevenene 31,865 1,067 3.35 19,954 412 2.06
Subordinated debentures ...................... 8,500 597 7.03 8,500 296 348
[Total int.-bearing liabilities .................. 787,928 15,838 2.01% 747,117 2,838 0.38%
INoninterest-bearing liabilities:
Demand deposit accounts.............c.c.c... 328,573 353,019
Other labilities ........cccoveirieveriniieins 22,237 19,295
[Total noninterest-bearing liabilities..... 350,810 372,314
Shareholders” equUity .........ccccevevrerene 136,769 135,221
[Total liabilities and shareholders’
CQUILY ..o $ 1,275,507 $ 1,254,652
INet interest earnings..................cc.c.c.... $ 46,618 $ 45,264
INet interest margin .................c.cccooee. 3.94% 3.89%
INet interest rate spread ........................ 3.27% 3.75%
|Average interest-bearing liabilities to
average earning assetS........coeeeverrerienene 66.65% 64.19%

Fully taxable equivalent yields are reported for tax exempt securities and loans and calculated assuming a 21% tax rate, net of
nondeductible interest expense. Tax-equivalent adjustments for securities during the years ended December 31, 2023 and 2022 totaled $38
and $47, respectively. Tax-equivalent adjustments for loans during the years ended December 31, 2023 and 2022 totaled $553 and $439,
respectively. Average balances are computed on an average daily basis. The average balance for available for sale securities includes the
market value adjustment. However, the calculated yield is based on the securities’ amortized cost. Average loan balances include nonaccruing
loans. Loan income includes cash received on nonaccruing loans.
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RATE VOLUME ANALYSIS OF CHANGES IN INTEREST INCOME & EXPENSE

Table 11
(dollars in thousands) 2023 2022
Increase (Decrease) Increase (Decrease)
From Previous Year Due to From Previous Year Due to

Volume Yield/Rate Total Volume Yield/Rate Total

Interest income

Interest-bearing balances with banks............. $§ (989 $ 2362 § 1,373 $ (40) $ 1,352 $ 1,312
Securities:

Taxable ....coveveeiieieiecieeeee e (391) 737 346 565 912 1,477
Tax EXEMPL..ceeierierierierierieere e erieierie e 17) (10) 27 (20) (50) (70)
LOANS ..ttt 4,927 7,735 12,662 138 55 193
Total interest income......................cccccvee. 3,530 10,824 14,354 643 2,269 2,912

Interest expense

NOW aCCOUNLS ....vveeveeirieiieerieeieeeiveeeeeeeaens (118) 1,328 1,210 50 48 98
Savings and money market...........c.ccccvveennnnne (43) 2,014 1,971 20 (43) (23)
Time deposits ......ccoevvevverinenerineeieeicene 1,121 7,742 8,863 (279) (643) (922)
Other borrowed money...........eceecveevererenenne 321 334 655 (127) (25) (152)
Subordinated debentures ...........c.cceveeruerneenne. -—-- 301 301 - 138 138
Total interest expense...........c..ccccecceveneennenn. 1,281 11,719 13,000 (336) (525) (861)
Net interest earnings ............cccoccevenenennen. $ 2249 $ (895) $ 1354 § 979 $§ (2,794) $ 3,773

The change in interest due to volume and rate is determined as follows: Volume Variance - change in volume multiplied
by the previous year's rate; Yield/Rate Variance - change in rate multiplied by the previous year's volume; Total Variance —
change in volume multiplied by the change in rate. The change in interest due to both volume and rate has been allocated to
volume and rate changes in proportion to the relationship of the absolute dollar amounts of the change in each. The tax
exempt securities and loan income is presented on an FTE basis. FTE yield assumes a 21% tax rate, net of related
nondeductible interest expense.

With deposit rates resistant to increase, this caused continued maturity runoff of higher-cost
CD balances, some of which were reinvested back into other Bank products. Given the Company’s asset-
sensitivity, the increases in short-term interest rates had a positive impact on net interest income in that
interest-earning assets repriced faster than interest-bearing liabilities. By experiencing minimal change in
deposit rates, this delayed the negative impact that higher market rates had on increasing deposit expense
during most of 2022.

The Company’s interest expenses were also impacted by other borrowed money and subordinated
debentures, which were up collectively by $956 during the year ended 2023. The increase was primarily
the result of the increase in market rates that had a corresponding effect to the rates tied to FHLB
borrowings and subordinated debentures. Interest expense was also impacted by an average balance
increase in FHLB borrowings to assist in funding earning asset growth during 2023. As a result, the
average cost of other borrowed money and subordinated debentures collectively increased from 2.48% in
2022 to 4.12% in 2023. During 2022, interest expenses from other borrowed money and subordinated
debentures were down collectively by $14. The decrease was primarily from the average balance decrease
in FHLB borrowings caused by principal repayments during 2022. Partially offsetting the decrease from
FHLB borrowings was an increase in the average cost of subordinated debentures, which grew to 3.48%
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in 2022. This impact came primarily from the rise in market rates during 2022 that had a corresponding
effect to the rate tied to the subordinated debt.

During 2023, the Company’s net interest margin was positively impacted by the increasing market
rates that contributed to higher earning asset yields. The positive impact of interest rate increases by the
FRB and a composition shift to higher-yielding loan balances elevated interest income on earning assets
during 2023. Partially offsetting the positive effects to the margin was an increase in interest costs during
2023 due to customer pricing pressures, deposit competition, and a higher utilization of wholesale funding
sources. This, along with a continued deposit composition shift to a greater number of higher-costing retail
CDs led to margin compression during each of the quarterly periods in 2023. These factors limited the
growth in the Company’s net interest margin from 3.89% in 2022 to 3.94% in 2023. The Company’s
primary focus is to invest its funds into higher-yielding assets, particularly loans, as opportunities arise.
However, if loan balances do not continue to expand and remain a larger component of overall earning
assets, the Company will face pressure within its net interest income and margin improvement.

PROVISION EXPENSE

The Company sets aside an ACL through charges to income, which are reflected in the
consolidated statement of income as the provision for credit losses. Provision for credit loss is recorded
to achieve an ACL that is adequate to absorb estimated losses inherent in the Company’s loan portfolio,
unfunded loans, and held to maturity debt securities. Management performs, on a quarterly basis, a
detailed analysis of the ACL that encompasses asset portfolio composition, asset quality, loss experience
and other relevant economic factors.

During 2023, the Company recorded $2,090 in provision expense, as compared to $32 in negative
provision expense in 2022. This increase in credit loss expense came primarily from loans, which
increased $2,062 during 2023. Provision for loan loss expense during 2023 was partially related to
additional reserves associated with certain qualitative risk factors that incorporated a national trend of
higher loan delinquencies and charge offs, particularly within commercial real estate and construction
loans. This contributed to $710 in additional provision expense during the year ended 2023.

Partially offsetting the increasing effects to provision expense mentioned above was a $488, or
41.3%, decrease in net-charge offs on loans. The decrease in net charge offs came mostly from the charge
offs of two commercial and industrial loans in the second quarter of 2022 totaling $613 as part of a single
borrower relationship. This required a corresponding increase to provision expense during 2022 that was
less impactful in 2023.

Provision expense on loans during 2023 was also impacted by increases in loan balances generally
allocated at December 31, 2023 compared to December 31, 2022. The risk associated with the $86,851
increase in loans generated higher general reserves and a corresponding increase to provision expense.

Credit loss expense during 2023 also came from unfunded commitments on off-balance sheet
liabilities. Upon adoption of ASC 326, the Company established $631 in reserves for unfunded
commitments within total liabilities on the consolidated balance sheet. This transition adjustment was
included as a charge to retained earnings on January 1, 2023. The Company re-evaluated its unfunded
commitments to extend credit at December 31, 2023 and determined a reserve of $692 was required, which
resulted in provision expense of $61 during the year ended 2023.

Credit loss expense during 2023 was further impacted by held to maturity debt securities. Upon
adoption of ASC 326, the Company established $3 in reserves for held to maturity debt securities on the
consolidated balance sheet. This transition adjustment was included as a charge to retained earnings on
January 1, 2023. The Company re-evaluated its reserve for held to maturity debt securities at December
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31, 2023 and determined a reserve of $2 was required, which resulted in a $1 recovery of provision
expense during the year ended 2023.

The ACL was 0.90% of total loans at December 31, 2023, as compared to 0.60% at December 31,
2022. The increase in the ACL from December 31, 2022, to December 31, 2023, was partly related to the
Company adopting the new CECL model on January 1, 2023, that estimates future credit losses and
replaced the former incurred loss methodology. Management believes that the ACL was adequate at
December 31, 2023, and reflected current expected credit losses in the portfolio. There can be no
assurance, however, that adjustments to the ACL will not be required in the future. Changes in the
circumstances of particular borrowers, as well as adverse developments in the economy, could cause
further increases in the required ACL and require additional provision expense. Asset quality will continue
to remain a key focus, as management continues to stress not just loan growth, but quality in loan
underwriting as well. Future provisions to the ACL will continue to be based on management’s quarterly
in-depth evaluation that is discussed in further detail below under the caption “Critical Accounting
Policies - Allowance for Credit Losses” within this Management’s Discussion and Analysis.

During 2022, the Company experienced a $645 decrease in its COVID-19 reserve allocation,
which contributed to negative provision expense during the year ended 2022. Based on positive asset
quality trends and lower net charge-offs, management released $645 of the reserve related to the COVID-
19 risk factor in the first quarter of 2022, resulting in a corresponding decrease to both provision expense
and the allowance for loan losses. This decrease in lower reserves during 2022 had no impact in reducing
reserves in 2023.

Further contributing to negative provision expense during 2022 was the release of $848 in other
general reserves based on various credit quality improvements within the economic risk factor calculation
that included: lower criticized and classified assets, lower delinquency levels, and higher annualized level
of loan recoveries. Classified assets within the commercial loan portfolio decreased $6,548, or 70.6%,
during 2022, while nonperforming loans to total loans decreased 13 basis points to finish at 0.43% at year-
end 2022.

NONINTEREST INCOME

During 2023, total noninterest income increased $2,467, or 24.3%, as compared to 2022. The
increase in noninterest revenue was primarily impacted by lower losses associated with the sales of
securities, which decreased $1,514, or 98.5%, during 2023. During the fourth quarter of 2022, the
Company received proceeds of $10,963 from the sale of three securities totaling $12,500 at a weighted
average yield of 1.22%. The lower-yielding securities were replaced with similar securities with a higher
weighted average yield of 4.09%. As a result, the realized losses on this sale of securities from 2022 totaled
$1,537, and reduced noninterest income, but was less impactful in reducing noninterest income during
2023. While realized losses were incurred, the transactions are expected to increase future income and to
have a positive impact on the margin.

Other noninterest income also increased $1,316, or 122.9%, from 2022 to 2023. This was primarily
attributable to higher earnings on compensating balances as part of processing tax refunds, which
increased $726 from the same period in 2022. These earnings are part of the Company’s settlement
agreement with a tax refund processor. The increase was related to the impact of the higher interest rate
environment on the revenue earned under the applicable settlement agreement. Increases in other
noninterest income also came from interest rate swap revenue (+$211), lower loss reserves related to the
closing of the Captive (+$223), and an increase in broker fees at Race Day for their portion of mortgage
loan sales during 2023 (+$62).
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Further contributing to the increase in noninterest income was service charges on deposit accounts,
which increased $257, or 10.5%, during 2023. This was primarily from an increase in the volume of
overdraft transactions during 2023.

These increases in noninterest income were partially offset by a $522, or 74.9%, decrease in
mortgage banking income. The decrease was largely impacted by the closing of Race Day in December
2023, which resulted in a $331 decrease in mortgage banking income. The decrease in mortgage banking
income was also affected by a lower volume of real estate loans sold by the Bank to the secondary market
in 2023. During periods of heavy refinancing due to lower market rates, the Company will take
opportunities to sell a portion of its fixed-rate real estate volume to the secondary market to satisfy
consumer demand and help minimize the interest rate risk exposure to rising rates. However, market rates
have continued to shift upward in 2023, causing long-term mortgage rates to increase and slow down the
consumer demand for long-term, fixed-rate real estate mortgages. As a result, the Bank’s mortgage
banking income decreased $191 in 2023.

The Company’s remaining noninterest income categories decreased $98, or 1.3%, during the year
ended 2023, as compared to 2022. This was in large part due to lower earnings on annuity assets and tax
preparation fees.

NONINTEREST EXPENSE

Management continues to work diligently to minimize noninterest expense. For 2023, total
noninterest expense increased $2,328, or 6.0%, as compared to 2022. The Company’s largest noninterest
expense item, salaries and employee benefits, increased $1,776, or 8.2%, during 2023. These higher costs
were mostly impacted by annual merit increases and the re-evaluation of nonqualified benefit plan
liabilities during the fourth quarter of 2022. Based on higher market interest rates, the benefit plan
liabilities were reduced, leading to a lump sum decrease in benefit expense in December 2022. A
comparable adjustment was not required in 2023. As a result, the expense associated with the nonqualified
benefit plans increased $1,099 during 2023, as compared to 2022. Partially offsetting these increases were
lower salary and employee benefit expenses related to the elimination of staffing for Race Day by April
2023. Race Day was officially closed in December 2023, which resulted in a $699 savings in salary and
employee benefit expense.

The Company also experienced an increase in software expense during 2023, which was up $452,
or 20.6%, over the year ended 2022. The increase was largely impacted by various investments in loan
processing platforms at the Bank to further improve operational efficiencies in 2023. Further increases in
expenses came from the termination fees for software agreements for Race Day as part of its closing in
December 2023.

Further impacting higher noninterest expense was FDIC premium costs, which increased $234, or
69.9%, during 2023. During the fourth quarter of 2022, the FDIC announced it was going to increase
initial base deposit insurance assessment rate schedules uniformly by 2 basis points beginning in the first
quarterly assessment period of 2023. This action by the FDIC responded to the Deposit Insurance Fund
reserve falling below the 1.35% minimum level in the second quarter of 2020 following outsized growth
in insured deposits in the first half of 2020. The Bank adjusted its premium expense accrual in anticipation
of the 2-basis point adjustment increase to all quarterly assessments during 2023.

The Company’s occupancy, furniture and equipment expenses were also up $144, or 4.7%, during
2023, as compared to 2022. This was primarily related to building repair and maintenance costs, as well
as asset depreciation costs.
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Partially offsetting these increases were lower marketing costs, which decreased $418, or 29.3%,
during 2023 compared to 2022. Marketing costs were largely impacted by select donations made during
the fourth quarter of 2022 to support the communities that we serve and reflective of our Community First
mission. As a result, donation expenses decreased $534 during 2023, while advertising and public relation
expenses increased $116.

The remaining noninterest expense categories increased $140, or 1.4%, during the year-ended
2023, as compared to 2022. These changes came primarily from other noninterest expense, which
increased $107 during the year ended 2023. These increases were impacted primarily by higher interest
rate swap expense, loan expenses, and stationery, supplies and postage costs, which were partially offset
by decreases in various overhead expenses associated with Race Day resulting from the unwinding of
business operations mentioned above.

The Company's efficiency ratio is defined as noninterest expense as a percentage of fully tax-
equivalent net interest income plus noninterest income. The effects from provision expense are excluded
from the efficiency ratio. Management continues to place emphasis on managing its balance sheet mix
and interest rate sensitivity as well as developing more innovative ways to generate noninterest revenue.
During 2023, the Company experienced a trend of increasing deposit rates, a deposit composition shift to
higher-cost time deposit balances, and an increased use of higher-cost wholesale funding sources, which
led to margin compression during each of the quarterly periods in 2023. However, these negative effects
were completely offset by the benefits from an increase in earning asset yields due to market rate increases
by the FRB, and a higher composition of higher-yielding loans. This led to a 2.8% increase in net interest
income during the year ended 2023 over the year ended 2022. Furthermore, a late surge in noninterest
income during the fourth quarter of 2023 was vital in generating a $2,467 year-to-date increase in
noninterest income during 2023, which was enough to offset a $2,328 year-to-date increase in noninterest
expense during 2023. As a result, the Company’s efficiency number decreased (improved) to 69.82% at
December 31, 2023, from 70.44% at December 31, 2022,

PROVISION FOR INCOME TAXES

The provision for income taxes during 2023 totaled $2,567, compared to $2,594 in 2022. The
effective tax rate for 2023 was 16.9%, compared to 16.3% in 2022. The effective tax rate for 2022 was
below 2023’s effective tax rate as a result of a lump sum adjustment that reduced costs associated with
certain nondeductible retirement benefit plans during 2022, which lowered tax expense.

FINANCIAL CONDITION:

CASH AND CASH EQUIVALENTS

The Company’s cash and cash equivalents consist of cash, as well as interest- and noninterest-
bearing balances due from other banks. The amounts of cash and cash equivalents fluctuate on a daily
basis due to customer activity and liquidity needs. At December 31, 2023, cash and cash equivalents
increased $82,136 to $128,126, compared to $45,990 at December 31, 2022. The increase in cash and
cash equivalents came mostly from higher interest-bearing deposits on hand with correspondent banks. At
December 31, 2023, the Company’s interest-bearing FRB clearing account represented over 88% of cash
and cash equivalents. The Company utilizes its interest-bearing FRB clearing account to manage excess
funds, as well as to assist in funding earning asset growth. During 2023, the Company experience increases
in funds from Bank deposits, primarily time deposits, which were maintained in the FRB account. Other
funds also came from maturities and paydowns of securities available for sale (“AFS”) and proceeds from
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FHLB borrowings. The Company utilized a portion of these clearing account funds to reinvest in higher-
yielding loans, and also to help cover runoff in noninterest-bearing and other interest-bearing deposit
balances in NOW, savings, and money market accounts. The interest rate paid on both the required and
excess reserve balances of the FRB account is based on the targeted federal funds rate established by the
Federal Open Market Committee. During 2023, the rate associated with the Company’s FRB clearing
account increased 100 basis points due to continued rising inflationary concerns, resulting in a target
federal funds rate range of 5.25% to 5.50%. The interest-bearing deposit balances in the FRB are 100%
secured by the U.S. Government.

As liquidity levels continuously vary based on consumer activities, amounts of cash and cash
equivalents can vary widely at any given point in time. The Company’s focus during periods of heightened
liquidity will be to invest excess funds into longer-term, higher-yielding assets, primarily loans, when the
opportunities arise. Further information regarding the Company’s liquidity can be found below under the
caption “Liquidity” in this Management’s Discussion and Analysis.

CERTIFICATES OF DEPOSIT IN

Investment Portfolio Composition FINANEtIAIIJ)INSl;ITUgIIONSZOB "
ecember , , e
at December 31, 2023 » Company had no balances classified as CDs

US Government sponsored entities .
3.45% owned by the Captive, compared to $1,862
US Government V Municipals at December 31, 2022. This was due to the
29.55% ' 4.69% Captive ceasing operations in December
2023.
SECURITIES

Mtg-backed

Management's goal in structuring its
62.31%

investment securities portfolio is to
maintain a prudent level of liquidity and to
provide an acceptable rate of return without
sacrificing asset quality. During 2023, the

at December 31, 2022 balance of total securities decreased
$23,056, or 11.9%, compared to year-end
US Government sponsored entities 2022. The Company’s investment securities

% unicipals portfolio is made up mostly of Agency

4.77% mortgage-backed securities, representing
62.3% of total investments at December 31,
2023. During the year ended 2023, the
Company utilized a portion of its proceeds
from maturities and principal repayments of
securities to fund the growth in higher-
yielding loans. This resulted in a $15,215, or
12.5%, decrease in Agency mortgage-backed securities, largely from principal repayments of $17,984
combined with no new purchases during 2023. The monthly repayment of principal has been the primary
advantage of Agency mortgage-backed securities as compared to other types of investment securities,
which deliver proceeds upon maturity or at a specified call date. The Company also received proceeds of

US Government
28.35% "

Mtg-backed
62.75%
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SECURITIES
Table 111
MATURING
Within After One but Within After Five but Within
As of December 31, 2023 One Year Five Years Ten Years After Ten Years
(dollars in thousands) Amount Yield Amount Yield Amount Yield Amount Yield

U.S. Government
SECUTItIeS ...coovvvevveuenee $ 17,257 2.88% $ 33,040 2.01% $ ---- - 8 - -—--

U.S. Government

sponsored entity

SECUTIIeS .o.vvvevnennnnnne - - 5,877 1.57% - - - -
Obligations of states and

political subdivisions..... 392 2.94% 3,780 2.87% 1,298 2.57% 1,920 2.81%
Agency mortgage-backed

securities, residential..... 21 3.99% 4,003 2.48% 36,842 2.05% 65,218 1.60%
Total securities................ $ 17,670 2.88% $ 46,700 2.06% $ 38,140 2.07% $ 67,138 1.68%

Tax-equivalent adjustments of $38 have been made in calculating yields on obligations of states and political
subdivisions using a 21% rate. Weighted average yields are calculated on the basis of the cost and effective yields
weighted for the scheduled maturity of each security. Mortgage-backed securities, which have prepayment provisions,
are assigned to a maturity category based on estimated average lives. Securities are shown at their fair values, which
include the market value adjustments for AFS securities.

$7,600 in maturities from its U.S. Government and U.S. Government sponsored entity securities during
2023, which were used to help fund the growth in loans during 2023.

Furthermore, during the fourth quarter of 2023, the Company received proceeds of $1,067 from
the sale of four U.S. Government securities totaling $1,090. This was the result of unwinding the Captive,
which ceased operations in December 2023.

In addition, a decrease in long-term reinvestment rates during the fourth quarter of 2023 led to a
$4,090 increase in the fair value associated with the Company’s AFS securities at December 31, 2023.
The fair value of an investment security moves inversely to interest rates, so as rates decreased, the
unrealized loss in the portfolio was decreased causing the fair value to increase. These changes in rates
are typical and do not impact earnings of the Company as long as the securities are held to full maturity.

The Company’s focus will be to continue generating interest revenue primarily through loan
growth, as loans generate the highest yields of total earning assets. Table III provides a summary of the
securities portfolio by category and remaining contractual maturity. Issues classified as equity securities
have no stated maturity date and are not included in Table III.

LOANS

In 2023, the Company's primary category of earning assets and most significant source of interest
income, total loans, increased $86,851, or 9.8%, to $971,900. The increase in loan balances came from
all of the Company’s loan segments.

Management continues to place emphasis on its commercial lending, which generally yields a
higher return on investment as compared to other types of loans. The commercial lending segment
increased $40,205, or 9.1%, from year-end 2022, which came mostly from commercial real estate loans.
The commercial real estate loan segment comprised the largest portion of the Company's total loan
portfolio at December 31, 2023, representing 33.2% of such portfolio. Commercial real estate consists of
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owner-occupied, nonowner-occupied and construction loans. Owner-occupied loans consist of nonfarm,
nonresidential properties. A commercial owner-occupied loan is a borrower purchased building or space
for which the repayment of principal is dependent upon cash flows from the ongoing operations conducted
by the party, or an affiliate of the party, who owns the property. Owner-occupied loans of the Company
include loans secured by hospitals, churches, and hardware and convenience stores. Nonowner-occupied

Loan Portfolio Composition
at December 31, 2023

Consumer
17.72%

Residential Real

32.88%
at December 31, 2022

Commercial
Real Estate

33.22%
Commercial &

Industrial
16.18%

Consumer
16.72%

-

Residential Real
Estate
33.56%

Commercial
Real Estate
32.63%

\

Commercial &
Industrial
17.09%

loans are property loans for which
the repayment of principal is
dependent upon rental income
associated with the property or the
subsequent sale of the property, such
as apartment buildings,
condominiums, hotels, and motels.
These loans are primarily impacted
the level of interest rates associated
with the debt and to local economic
conditions, which dictate occupancy
rates and the amount of rent
charged. The increase in debt
service due to higher interest rates
may not be able to be passed on to
tenants. As part of the origination
process, loan interest rates and
occupancy rates are stressed to
determine the impact on the
borrower’s ability to maintain
adequate  debt service under
different economic  conditions.
Furthermore, the Company monitors
the concentration in any one
industry and has established limits
relative to capital. In addition, credit
quality trends are monitored by
industry to determine if a change in
the risk exposure to a certain
industry may warrant a change in

our underwriting standards. Table IV has been provided to illustrate the industry composition of the
commercial real estate portfolio. Commercial construction loans are extended to individuals as well as
corporations for the construction of an individual property or multiple properties and are secured by raw
land and the subsequent improvements. Commercial real estate also includes loan participations with
other banks outside the Company’s primary market area. Although the Company is not actively seeking
to participate in loans originated outside its primary market area, it has taken advantage of the relationships
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COMMERCIAL REAL ESTATE BY INDUSTRY
As of December 31, 2023

Table IV

The following table provides the composition of commercial real estate loans by industry classification (as defined by
the North American Industry Classification System).

(dollars in thousands)

Amount % of Total

Real Estate Rental and Leasing.........ccccccvevvivecieeecieeenneenne $ 145,302 45.00%
Accommodation and Food Services ........ccoovvvvevivviiinnnnnn... 50,421 15.61%
Health Care and Social ASSIStance ..........cccovvveeeeeveivnnnnnnn.. 24,628 7.63%
(070) 1115 V(o1 To ) « TR 22,490 6.96%
ManUFACTUTING.......eeveeeieeieiieie et eee e e 20,688 6.41%
Retail Trade ....ocuvvveeeerieeeeee e 17,714 5.49%
AlLONET .. 41,651 12.90%

TOtAl .. e $ 322,894 100.00%

it has with certain lenders in those areas where the Company believes it can profitably participate with an
acceptable level of risk. Commercial real estate loans totaled $322,894 at December 31, 2023, an increase
of $34,139, or 11.8%, over the balance of commercial real estate loans at year-end 2022. Most of this
growth came from larger originations from construction loans, with balances increasing $29,132, or
87.7%, from year-end 2022. New originations during 2023 also contributed to growth in the owner-
occupied commercial loan portfolio, increasing $9,637, or 13.3%, from year-end 2022. Partially offsetting
these increases were larger payoffs from nonowner-occupied loan originations, which decreased $4,630,
or 2.5%, from year-end 2022.

Commercial loans were also positively impacted by growth in commercial and industrial loans.
Commercial and industrial loans consist of loans to corporate borrowers primarily in small to mid-sized
industrial and commercial companies that include service, retail, and wholesale merchants. Collateral
securing these loans includes equipment, inventory, and stock. During 2023, the commercial and industrial
loan portfolio increased $6,066, or 4.0%, from year-end 2022. The growth was impacted by an increase
in larger loan originations during the year.

The Company’s loan balances were also impacted by an increase in the consumer loan portfolio,
which was up $24,178, or 16.3%, from year-end 2022. The Company’s consumer loans are primarily
secured by automobiles, mobile homes, recreational vehicles, and other personal property. Personal loans
and unsecured credit card receivables are also included as consumer loans. Leading the growth in
consumer loans was an increase in other consumer loans of $9,452, or 14.5%, from year-end 2022. This
growth came largely from the purchase of a pool of unsecured loans in January 2023 that had a carrying
amount of § 11,377 at December 31, 2023. Growth in consumer loans also resulted from an $8,102, or
29.2%, increase in home equity lines of credit, specifically from the impact of a new home equity line
product with no closing costs that was introduced in 2022 and continued to grow during 2023. Also
impacting growth in consumer loans were higher automobile loan balances of $6,624, or 12.1%, from
year-end 2022. Automobile loans increased primarily due to a resurgence in consumer spending during
2022 that continued to carry over into 2023, in large part from the indirect auto lending portfolio. Going
forward, the Company will place more emphasis on loan portfolios (i.e. commercial and, to a smaller
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MATURITY AND REPRICING DATA OF LOANS
As of December 31, 2023

Table V
(dollars in thousands)

After One After Five After
Within One but Within but Within Fifteen
Year Five Years  Fifteen Years Years Total

Residential real estate loans ................... $ 63,948 197,328 $ 53,954 §$ 4,274 319,504
Commercial real estate loans.................. 89,420 199,993 32,836 645 322,894
Commercial and industrial loans............ 50,170 41,792 39,773 25,563 157,298
Consumer 10ans™ ........c.ocvevveveeeeeeeennnn. 66,593 70,595 35,016 ——- 172,204

Total 10anS ........cceeeveeeeeeeceeeee e $ 270,131 509,708 $ 161,579 $ 30,482 971,900

Variable Fixed
Loans maturing or repricing after one year with: Interest Interest
Rates Rates Total

Residential real estate 10ans ..........coviiiiiii i $ 207,515 $ 48,041 § 255,556
Commercial real estate 10ans ..............ccooiiiiiii i, 198,873 34,601 233,474
Commercial and industrial loans ................ccocoiiiiiiiiiii i, 27,730 79,398 107,128
Consumer 10ans). ... . 84 105,527 105,611

TOtal JOANS ... uveie e, $ 434,202 $ 267,567 $ 701,769
o Includes automobile, home equity and other consumer loans.

extent, residential real estate) with higher returns than auto loans. Indirect automobile loans bear
additional costs from dealers that partially offset interest revenue and lower the rate of return.

Generating residential real estate loans remains a significant focus of the Company’s lending
efforts. The residential real estate loan portfolio represents the second largest class of the Company's
overall loan portfolio at 32.9% and consists primarily of one- to four-family residential mortgages and
carries many of the same customer and industry risks as the commercial loan portfolio. During 2023,
mortgage rates continued to increase as a result of an elevated interest rate environment. This provided
the Company with less opportunities to sell long-term fixed-rate residential mortgages to the Federal
Home Loan Mortgage Corporation, which generated more loan origination opportunities for the Bank in
2023. As a result, residential real estate loans increased $22,468, or 7.6%, during 2023 as compared to
year-end 2022. With elevated mortgage rates, mortgage customers were selecting more in-house variable
rate mortgage products instead of long-term fixed rate products. This had a direct impact on lowering loan
volume within the long-term fixed-rate loan portfolio (down $6,161) and contributed to a shift into more
short-term adjustable-rate mortgages (up $29,443) at year-end 2023.

While management believes lending opportunities exist in the Company's markets, future
commercial lending activities will depend upon economic and related conditions, such as general demand
for loans in the Company's primary markets, interest rates offered by the Company, and the effects of
competitive pressure and normal underwriting considerations. Management will continue to place
emphasis on its commercial lending, which generally yields a higher return on investment as compared to
other types of loans.
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The Company will continue to sell a portion of its long-term fixed-rate loans to the secondary
market even though there is no significant demand for such loans under the current rising rate
environment. Furthermore, the Company will continue to monitor the pace of its loan volume and will
remain consistent in its approach to sound underwriting practices with a focus on asset quality.

ALLOWANCE FOR CREDIT LOSSES

Tables VI and VII have been provided to enhance the understanding of the loan portfolio and the
ACL. The Company maintains an ACL that represents management’s best estimate of the appropriate
level of losses and risks inherent in our applicable financial assets under the CECL model. The amount of
the ACL should not be interpreted as an indication that charge-offs in future periods will necessarily occur
in those amounts, or at all. The determination of the ACL involves a high degree of judgement and
subjectivity. Please refer to Note A — Summary of Significant Accounting Policies of the notes to the
financial statements for discussion regarding our ACL methodologies for securities and loans.

For AFS debt securities, the Company evaluates the securities at each measurement date to
determine whether the decline in the fair value below the amortized costs basis is due to credit-related
factors or noncredit-related factors. Upon adoption of ASC 326 on January 1, 2023, and as of December
31, 2023, the Company determined that all AFS securities that experienced a decline in fair value below
the amortized cost basis were due to non-credit related factors. Therefore, no ACL was recorded, and no
provision expense was recognized during the year ended December 31, 2023.

For held to maturity (“HTM”) debt securities, the Company evaluates the securities collectively
by major security type at each measurement date to determine expected credit losses based on issuer’s
bond rating, historical loss, financial condition, and timely principal and interest payments. Upon adoption
of ASC 326 on January 1, 2023, a $3 ACL was recognized based on a .03% cumulative default rate taken
from the S&P and Moody’s bond rating index. At December 31, 2023, the ACL for HTM debt securities
was reduced to $2 based on a decrease in the cumulative default rate from .03% to .02%. This resulted in
a $1 recovery of provision expense during the year ended December 31, 2023.

For loans, the Company’s ACL is management’s estimate of expected lifetime credit losses,
measured over the contractual life of a loan, that considers historical loss experience, current conditions,
and forecasts of future economic conditions. The ACL on loans is established through a provision for
credit losses recognized in earnings. The ACL on loans is reduced by charge-offs on loans and is increased
by recoveries of amounts previously charged off. Management employs a process and methodology to
estimate the ACL on loans that evaluates both quantitative and qualitative factors within two main
components. The first component involves pooling loans into portfolio segments for loans that share
similar risk characteristics. The second component involves individually analyzed loans that do no share
similar risk characteristics with loans that are pooled into portfolio segments. The ACL for loans with
similar risk characteristics are collectively evaluated for expected credit losses based on certain
quantitative information that include historical loss rates, prepayment rates, and curtailment rates.
Expected credit losses on loans with similar characteristics are also determined by certain qualitative
factors that include national unemployment rates, national gross domestic product forecasts, changes in
lending policy, quality of loan review, and delinquency status. The ACL for loans that do not share similar
risk characteristics are individually evaluated for expected credit losses primarily based on foreclosure
status and whether a loan is collateral-dependent. Expected credit losses on individually evaluated loans
are then determined using the present value of expected future cash flows based upon the loan’s original
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ALLOCATION OF THE ALLOWANCE FOR LOAN LOSSES

Table VI
(dollars in thousands)
Years Ended December 31
2023 2022
Residential real estate l0ans ............ooovvevvuveeieiiiieiiiieeeee e $ 2,213 $ 681
Percentage of loans to total 10ans ...........cccoceveenieiiniinncini e 32.87% 33.56%
Percentage of net charge-offs to average loans..........ccccceeevevveneeennnnnn .02% -.01%
Commercial real estate 10ans ............ccocveeeeveeeeeciiee e 3,047 2,038
Percentage of loans to total 10ans ............ceceveerieciieniiene e 33.22% 32.63%
Percentage of net charge-offs to average loans..........cccceeeveveeneeennnnnn, -.01% -.02%
Commercial and industrial 10ans .........cccccvveiiiiiiiiiiiiieiee e 1,275 1,293
Percentage of loans to total 10ans ...........ccceceveerieiiniiinciicieeee 16.18% 17.09%
Percentage of net charge-offs to average loans............coceveeereencnnenn. -12% 38%
ConsSUMET 10ANSW) ...ttt eee e 2,232 1,257
Percentage of loans to total 10ans ............ccecceveeriiecieniiene e 17.72% 16.73%
Percentage of net charge-offs to average loans............ccceeevevveneeennnnnn. S51% .50%
Allowance for 10an 10SSes.............cocovviiiiiiiiiiiiiiiiiie s $ 8,767 $ 5,269
Total loans percentage.............cocccooieeviiiniiiniiiiniciec e 100.00% 100.00%
Net charge-offs to average loans.................coocevviiiiiiiinniiiniiinicee, .07% .14%

The above allocation is based on estimates and subjective judgments and is not necessarily indicative of the specific amounts
or loan categories in which losses may ultimately occur.

o Includes automobile, home equity and other consumer loans.

CREDIT RATIOS
Table VII
(dollars in thousands)
Years Ended December 31
2023 2022
LLOAIS .ottt ettt ettt et st et et a e $ 971,900 $ 885,049
Allowance for 10an LOSSES ......couvvvvieiiiiieieeeiee e 8,767 5,269
Past due 90 days or more and still aCCIUING........cccevvveevireriieenirenieenen. 119 538
NONACCIUAL.....evvviiiiiiieeeeeee e e e e e 2,392 3,233
Allowance for loan losses to total 10ans ...........cccccoeeveeeeiiieceecieeceene. .90% .60%
Nonaccrual loans to total 10ans............ccccoeeeeviieiiiiiiieeiiee e 25% 37%
Allowance for loan losses to nonaccrual loans...............cccceeeeveieennen.. 366.51% 162.98%

Management formally considers placing a loan on nonaccrual status when collection of principal or interest has become
doubtful. Furthermore, generally, a loan is not returned to accrual status unless either all delinquent principal or interest has
been brought current or the loan becomes well secured and is in the process of collection.
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effective interest rate, at the loan’s observable market price, or if the loan was collateral dependent, at the
fair value of the collateral.

As of December 31, 2023, the ACL for loans totaled $8,767, or 0.90%, of total loans. As of
December 31, 2022, the ACL for loans totaled $5,269, or 0.60%, of total loans. The increase in the ACL
of $3,498, or 66.4%, was primarily due to the $2,162 impact of adopting ASC 326 on January 1, 2023,
affected mostly by the residential real estate and consumer loan portfolio segments. Upon transition to the
CECL model, the Company’s ACL increased another $1,336 to finish with $8,767 in reserves, all from
loans collectively evaluated. This increase was mostly impacted by additional reserves associated with
certain qualitative risk factors incorporating the national trend of higher loan delinquencies and charge
offs. Higher ACL reserves were also impacted by an $86,109 increase in collectively evaluated loan
balances during 2023, primarily from the commercial real estate and consumer loan segments. These
factors were partially offset by lower expected loss rates in relation to an improved unemployment and
gross domestic product forecast.

The Company experienced lower delinquency levels from year-end 2022. Nonperforming loans to
total loans decreased to 0.26% at December 31, 2023, compared to 0.43% at December 31, 2022, and
nonperforming assets to total assets decreased to 0.19% at December 31, 2023, compared to 0.31% at
December 31, 2022.

During 2023, the Company individually evaluated several loans associated with three borrower
relationships for expected credit loss. The fair value of the loans’ collateral was measured to the loans’
recorded investment and no expected losses were identified as part of that review. As a result, there were
no specific reserves recorded during the year ended December 31, 2023.

Management believes that the ACL at December 31, 2023, was appropriate to absorb expected
losses in the loan portfolio. Changes in the circumstances of particular borrowers, as well as adverse
developments in the economy, are factors that could change, and management will make adjustments to
the ACL as needed. Asset quality will continue to remain a key focus of the Company as management
continues to stress not just loan growth, but quality in loan underwriting.

DEPOSITS

Deposits are used as part of the Company’s liquidity management strategy to meet obligations for
depositor withdrawals, to fund the borrowing needs of loan customers, and to fund ongoing operations.
Deposits, both interest- and noninterest-bearing, continue to be the most significant source of funds used
by the Company to support earning assets. Deposits are attractive sources of funding because of their
stability and general low cost as compared to other funding sources. The Company seeks to maintain a
proper balance of core deposit relationships on hand while also utilizing various wholesale deposit
sources, such as brokered and internet CD balances, as an alternative funding source to manage efficiently
the net interest margin. Deposits are influenced by changes in interest rates, economic conditions, and
competition from other banks.

Total deposits consist mostly of “core” deposits, which include noninterest-bearing deposits, as
well as interest-bearing demand, savings, and money market deposits. The Bank focuses on core deposit
relationships with consumers from local markets who can maintain multiple accounts and services at the
Bank. The Company believes such core deposits are more stable and less sensitive to changing interest
rates and other economic factors. Total deposits increased $99,481, or 9.7%, from year-end 2022 to
$1,127,136 at December 31, 2023. The increase was largely related to higher interest-bearing deposit
balances, which were up $131,672, or 19.6%, from year-end 2022.
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The increase in interest-bearing deposits came primarily from time deposits, which include CDs
and individual retirement accounts. Total time deposits increased $227,204, or 149.6%, from year-end
2022. This increase came largely from the Company’s retail time deposits, which increased $156,876, or
108.4%, from year-end 2022 largely due to the elevated market rate environment. While the FRB
increased short-term rates by 425 basis points during 2022, there was a lagging effect to the repricings of
CD rate offerings during that time. This was primarily due to a heightened liquidity position that allowed
for limited effects to deposit repricing during most of 2022. As deposit competition increased later in 2022

Composition of Total Deposits
at December 31, 2023

NOW Accounts
15.12%

<

Savings & Money Market
22.66%

CDs of 250M
Demand or less
28.59% -— 17.72%
IRA Accounts CDs over 250M
3.57% 12.34%
at December 31, 2022
Savings & Money Market
NOW Accounts 30.32%
\/ CDs of 250M
or less
7.54%
Demand
CDs over 250M

34.49% IRA Accounts

3.62%

3.62%

and into 2023, prices on the Company’s
retail CDs adjusted upward and influenced a
consumer shift away from lower-cost
savings and money market products and into
a greater number of higher-cost time deposit
products, such as CDs. Further increasing
time deposit balances were increases in
wholesale time deposits. While the
Company's preference is to fund earning
asset demand with retail core deposits,
wholesale deposits are utilized to help
satisfy earning asset growth. Due to the
successful consumer demand for loans
during 2023, brokered and internet CD
issuances increased from $7,220 at year-end
2022 to $77,548 at year-end 2023. The
Company will continue to evaluate its use of
wholesale deposits to manage the
Company’s liquidity position and interest
rate risk associated with longer-term, fixed-
rate asset loan demand.

Increases in interest-bearing time
deposit balances were partially offset by a
$39,336, or 18.8%, decrease in NOW
account balances from year-end 2022,
largely driven by lower municipal NOW
product balances within the Gallia County,
Ohio, and Mason County, West Virginia,
market areas. Other decreases came from
lower savings account balances, which
decreased $30,638, or 19.9%, from year-end
2022. Declines in these balances came

primarily from lower statement savings account balances impacted by a consumer demand for time
deposits. The Company also experienced a $25,558, or 16.3%, decrease in its money market accounts
from year-end 2022. In response to the elevated rate environment, the Company introduced a new tiered
money market product in January 2023 (Money Fund) that offered higher rates on tiered deposit balances.
While this new deposit product increased $80,828 during 2023, this was completely offset by a $106,386
decrease in the remaining money market products that did not reprice to higher rates. In general, the
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elevated rates on CD products and deposit rate competition contributed to a consumer shift away from
NOW, savings and money market accounts.

The Company also experienced declines in its noninterest-bearing balances, which decreased
$32,191, or 9.1%, from year-end 2022. The decrease was primarily the result of deposit competition and
consumer demand for CDs and came mostly from the Company’s business and incentive-based checking
account balances.

The Company expects to continue to experience increased competition for deposits in its market
areas, which could challenge its net growth. The Company will continue to emphasize growth and
retention within its core deposit relationships during 2024, reflecting the Company’s efforts to reduce its
reliance on higher cost funding and improving net interest income.

OTHER BORROWED FUNDS

The Company also accesses other funding sources, including short-term and long-term
borrowings, to fund potential asset growth and satisfy short-term liquidity needs. Other borrowed funds
consist primarily of FHLB advances and promissory notes. During 2023, other borrowed funds increased
from $17,945 at year-end 2022 to $44,593, an increase of $26,648. The increase was primarily related to
a $10,000 FHLB fixed-rate advance from the second quarter of 2023 and $20,000 in FHLB fixed-rate
advances from the third quarter of 2023 that were used to help fund earning asset growth. While deposits
continue to be the primary source of funding for growth in earning assets, management will continue to
utilize FHLB advances and promissory notes to help manage interest rate sensitivity and liquidity.

SUBORDINATED DEBENTURES

The Company received proceeds from the issuance of one trust preferred security on March 22,
2007, totaling $8,500 at a fixed rate of 6.58%. The trust preferred security is now at an adjustable rate
equal to the 3-month CME Term SOFR index plus a spread adjustment of 0.26% and a margin of 1.68%.
The Company does not report the securities issued by the trust as a liability, but instead, reports as a
liability the subordinated debenture issued by the Company and held by the trust.

OFF-BALANCE SHEET ARRANGEMENTS

As discussed in Notes I and L to the financial statements at December 31, 2023 and 2022, the
Company engages in certain off-balance sheet credit-related activities, including commitments to extend
credit and standby letters of credit, which could require the Company to make cash payments in the event
that specified future events occur. 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. Commitments generally have
fixed expiration dates or other termination clauses and may require payment of a fee. Standby letters of
credit are conditional commitments to guarantee the performance of a customer to a third party. While
these commitments are necessary to meet the financing needs of the Company’s customers, many of these
commitments are expected to expire without being drawn upon. Therefore, the total amount of
commitments does not necessarily represent future cash requirements. Management does not anticipate
that the Company’s current off-balance sheet activities will have a material impact on the results of
operations or financial condition. 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. At December 31,
2023, the estimated ACL related to off-balance sheet commitments was $692, which included $61 in
provision expense during the year ended December 31, 2023. The Bank uses the same credit policies in
making commitments and conditional obligations as it does for instruments recorded on the balance sheet.
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CAPITAL RESOURCES

Federal regulators have classified and defined capital into the following components: (i) Tier 1
capital, which includes tangible shareholders’ equity for common stock, qualifying preferred stock and
certain qualifying hybrid instruments, and (ii) Tier 2 capital, which includes a portion of the allowance for
loan losses, certain qualifying long-term debt, preferred stock and hybrid instruments which do not qualify
as Tier 1 capital.

In September 2019, consistent with Section 201 of the Economic Growth, Regulatory Relief,
and Consumer Protection Act, the federal banking agencies issued a final rule providing simplified capital
requirements for certain community banking organizations (banks and holding companies). Under the
rule, a qualifying community banking organization (“QCBO”) is eligible to opt into the Community Bank
Leverage Ratio (“CBLR”) framework in lieu of the Basel III capital requirements if it has less than $10
billion in total consolidated assets, limited amounts of certain trading assets and liabilities, limited
amounts of off-balance sheet exposure and a leverage ratio greater than 9.0%. The new rule took effect
January 1, 2020, and QCBOs were allowed to opt into the new CBLR framework in their Call Report
beginning the first quarter of 2020.

A QCBO opting into the CBLR framework must maintain a CBLR of 9.0%, subject to a two
quarter grace period to come back into compliance, provided that the QCBO maintains a leverage ratio of
more than 8.0% during the grace period. A QCBO failing to satisfy these requirements must comply with
the existing Basel III capital requirements as implemented by the banking regulators in July 2013.

The Bank opted into the CBLR, and therefore, is not required to comply with the Basel I1I capital
requirements. The numerator of the CBLR is Tier 1 capital, as calculated under present rules. The
denominator of the CBLR is the QCBO’s average assets, calculated in accordance with the QCBO’s Call
Report instructions and less assets deducted from Tier 1 capital. The current rules and Call Report
instructions were impacted by the Company’s adoption of ASC 326 and its election to apply the 3-year
CECL transition provision on January 1, 2023. By making this election, the Bank, in accordance with
Section 301 of the regulatory capital rules, will increase it retained earnings (Tier 1 Capital) and average
assets by 75% of its CECL transition amount during the first year of the transition period, 50% of its
CECL transition amount during the second year, and 25% of its CECL transitional amount during the third
year of the transition period. The Bank’s transition amount from the adoption of CECL totaled $2,276,
which resulted in the add-back of $1,707 to both Tier 1 capital and average assets as part of the CBLR
calculation for December 31, 2023. As of December 31, 2023, the Bank’s CBLR was 10.8%.

Pursuant to the CARES Act, the federal banking regulators in April 2020 issued interim final
rules to set the CBLR at 8% beginning in the second quarter of 2020 through the end of 2020. Beginning
in 2021, the CBLR increased to 8.5% for the calendar year. Community banks had until January 1, 2022
before the CBLR requirement returned to 9%.

As detailed in Note P to the financial statements at December 31, 2023, the Bank was deemed
to be “well capitalized” under applicable prompt corrective action regulations. The Company’s total
shareholders' equity at December 31, 2023 of $144,007 increased $8,979, or 6.7%, as compared to
$135,028 at December 31, 2022. Capital grew during 2023 primarily from year-to-date net income of
$12,631, less dividends paid of $4,871. This net growth was further impacted by a $3,385 after-tax
increase in net unrealized gains on AFS securities from year-end 2022, as long-term reinvestment rates
decreased during the fourth quarter of 2023 causing an increase in the fair value of the Company’s
available for sale investment portfolio. Partially offsetting these growth factors was a transition adjustment
related to the adoption of ASC 326. The after-tax impact from the adoption of ASC 326 totaled $2,209
and was applied against retained earnings effective January 1, 2023.
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LIQUIDITY

Liquidity relates to the Company's ability to meet the cash demands and credit needs of its
customers and is provided by the ability to readily convert assets to cash and raise funds in the
marketplace. The Company manages funding and liquidity based on point-in-time metrics as well as
forward-looking projections, which incorporate different sources and uses of funds under base and stress
scenarios. Liquidity risk is monitored and managed by the Asset Liability Committee using a series of
policy limits and key risk indicators are established to ensure risks are managed within the Company’s
risk tolerance. The Company maintains a contingency funding plan that provides for liquidity stress
testing, which assesses the liquidity needs under varying market conditions, time horizons and other
events. The stress testing provides for ongoing monitoring of unused borrowing capacity and available
sources of contingent liquidity to prepare for unexpected liquidity needs and to cover unanticipated events
that could affect liquidity.

Total cash and cash equivalents, HTM securities maturing within one year, and AFS securities,
which totaled $290,781, represented 21.5% of total assets at December 31, 2023 compared to $230,853
and 19.1% of'total assets at December 31, 2022. This growth in liquid funds came primarily from increases
in deposits, as well as increases in borrowings and net proceeds from maturities and paydowns of
securities. A large portion of these dollars were used to fund the 9.8% growth in loans. Increases in
deposits were largely impacted by growth in time deposits, which increased 149.6% from year-end 2022.

In addition to the on-balance sheet liquidity discussed above, the Bank has established multiple
sources of funding to further enhance the Bank’s ability to meet liquidity demands. The Bank has pledged
collateral to the FHLB and the FRB to establish committed borrowing lines. At December 31, 2023, the
Bank could borrow an additional $88,183 from the FHLB and the borrowing line with the FRB had
availability of $62,371. For each of these sources, the Bank has established an internal limit of 85% of our
borrowing capacity. In addition to the committed borrowing lines, the Bank has access to several
wholesale funding sources, such as, brokered CDs, a $20 million federal funds purchase limit with a
correspondent bank, and the ability to bid on available funds from select deposit placement services. The
Bank has established limits for each respective funding source and a collective limit on all wholesale
funding sources. During 2023, the Bank mostly utilized brokered CDs and the FHLB to assist with funding
loan growth. The Bank’s internal limit on brokered CDs is 10% of total assets. At December 31, 2023, the
amount of brokered CDs outstanding was 4.86% of total assets, as compared to .33% at December 31,
2022. At December 31, 2023, the Bank had utilized 51.74% of our FHLB capacity, an increase from
49.58% at December 31, 2022. The collective internal limit on all wholesale funding sources is 40% of
total assets. At December 31, 2023, the Bank’s total wholesale funding sources represented 14.02% of
total assets. Based on the collective internal wholesale funding limit, the Bank had the capacity to borrow
an additional $347 million in wholesale funds and the available funding from the respective wholesale
funding sources exceeded this amount, which provides the flexibility to utilize one source more than
another due to pricing or availability.

As part of performing liquidity stress tests, the Bank monitors and evaluates the exposure to
uninsured deposits. Of the Company’s $1,127,136 in total deposit balances at December 31, 2023, only
32.5%, or $366,649, were deemed uninsured as per the $250 FDIC threshold. A portion of these deposits
would be related to public entities, which require the Bank to pledge securities or FHLB letters of credit
to cover the amount of the deposit balance that is deemed uninsured. To the extent these deposits left the
Bank, the level of unpledged securities and the borrowing capacity at the FHLB would increase or could
be utilized to fund the deposit outflow. The sum of current on-balance sheet liquidity and available
wholesale funding sources exceeded the balance of uninsured deposits at December 31, 2023. Included in
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KEY RATIOS
Table VIII
2023 2022 2021 2020 2019
Return on average assets................ .99% 1.06% 95% .94% .96%
Return on average equity ............... 9.24% 9.86% 8.45% 7.83% 8.10%
Dividend payout ratio .................... 38.56% 35.39% 34.25% 39.20% 40.37%
Average equity to average assets ... 10.72% 10.78% 11.25% 11.95% 11.82%

on-balance sheet liquidity are AFS securities in an unrealized loss position. Although management does
not intend to sell the securities before the recovery of its cost basis, they are a contingent resource from a
liquidity perspective.

As our liquidity position dictates, the preceding funding sources may be utilized to supplement our
liquidity position. If the utilization of wholesale funding increases to fund asset growth or for liquidity
management purposes, the net interest margin may be negatively impacted due to the higher relative cost
of these sources as compared to core deposits. For further cash flow information, see the condensed
consolidated statement of cash flows. Management does not rely on any single source of liquidity and
monitors the level of liquidity based on many factors affecting the Company’s financial condition.

INFLATION

Consolidated financial data included herein has been prepared in accordance with US GAAP.
Presently, US GAAP requires the Company to measure financial position and operating results in terms
of historical dollars with the exception of securities AFS, which are carried at fair value. Changes in the
relative value of money due to inflation or deflation are generally not considered.

In management's opinion, changes in interest rates affect the financial institution to a far greater
degree than changes in the inflation rate. While interest rates are greatly influenced by changes in the
inflation rate, they do not change at the same rate or in the same manner as the inflation rate. Rather,
interest rate volatility is based on changes in the expected rate of inflation, as well as monetary and fiscal
policies. A financial institution's ability to be relatively unaffected by changes in interest rates is a good
indicator of its capability to perform in today's volatile economic environment. The Company seeks to
insulate itself from interest rate volatility by ensuring that rate sensitive assets and rate sensitive liabilities
respond to changes in interest rates in a similar time frame and to a similar degree.

CRITICAL ACCOUNTING POLICIES

The Company believes the determination of the ACL involves a higher degree of judgment and
complexity than its other significant accounting policies. The ACL is calculated with the objective of
maintaining a reserve level believed by management to be sufficient to absorb estimated credit losses over
the life of an asset or off-balance sheet credit exposure. Management’s determination of the adequacy of
the ACL is based on periodic evaluations of past events, including historical credit loss experience on
financial assets with similar risk characteristics, current conditions, and reasonable and supportable
forecasts that affect the collectability of the remaining cash flows over the contractual term of the financial
assets. However, this evaluation has subjective components requiring material estimates, including
expected default probabilities, the expected loss given default, the amounts and timing of expected future
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cash flows on impaired loans, and estimated losses based on historical loss experience and forecasted
economic conditions. All of these factors may be susceptible to significant change. To the extent that
actual results differ from management estimates, additional provisions for credit losses may be required
that would adversely impact earnings in future periods. Refer to “Allowance for Credit Losses” and
“Provision for Credit Losses” sections within this MD&A for additional discussion.

CONCENTRATIONS OF CREDIT RISK

The Company maintains a diversified credit portfolio, with residential real estate loans currently
comprising the most significant portion. Credit risk is primarily subject to loans made to businesses and
individuals in southeastern Ohio and western West Virginia. Management believes this risk to be general
in nature, as there are no material concentrations of loans to any industry or consumer group. To the extent
possible, the Company diversifies its loan portfolio to limit credit risk by avoiding industry concentrations.
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