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A letter from our Chairman & CEO 
 
Dear Fellow Shareholders, 
 
Oak View Bankshares, Inc. delivered strong financial results again in 2025, underscoring the 
strength of our relationship‑driven community banking model, disciplined capital allocation, and 
the commitment of our employees in executing our strategy. Our results demonstrate that 
prudent capital and risk management can generate attractive returns while serving customers 
and communities with integrity. 
 
We wake up every day focused on helping our customers achieve their dreams, while building 
long-term value for our shareholders.  Our success is built on relationships, not algorithms. By 
taking the time to understand our customers’ needs, we earned trust that translated into $84.6 
million in local deposit growth. These deposits supported $109.8 million in new loan originations 
to consumers and small businesses, driving job creation and economic vitality across our 
markets.   
 
Our approach positions us to support our customers through all stages of the economic cycle 
while building a healthy, resilient institution that serves communities, attracts top talent, and 
delivers sustainable shareholder value. Careful management of credit, liquidity, and interest rate 
risks, noninterest expense control, and capital formation remain central to our strategy. We will 
continue to deploy capital responsibly through organic growth, balance sheet optimization, and 
opportunistic share repurchases as conditions allow. 
 
Shareholder Wealth 
Creating shareholder wealth remains our top 
priority and our five-year track record speaks for 
itself.  Since 2020, we have raised the annual 
common dividend every year, most recently to 
$0.27 per share in 2025, an increase of roughly 
35.0% over the prior year.  Tangible book value 
per share grew from $9.08 at year-end 2020 to 
$16.56 at year-end 2025, compounding at 
approximately 13% annually.  All told, total 
shareholder return over the period was 76.0% or 
12.0% per annum.      
 
As reflected throughout this report, our disciplined 
focus on strategic priorities has begun to pay 
meaningful returns to shareholders.  We allocate 
capital with a long‑term focus while balancing 
asset growth with sound risk management. These 
results show that disciplined execution of the long-term strategy is paying off. 
 
We raised additional common equity of $7.8 million and issued $10.0 million in subordinated 
debt.  This new capital, combined with retained earnings, reinforces our commitment to provide 
reliable and growing returns to shareholders while retaining sufficient capital to fund future 
growth initiatives.  The recently announced share repurchase program reflects our confidence in 
Oak View’s future and a commitment to improving stock liquidity.  
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Return on Average Equity 
Return on average equity exceeded 
12% for the 4th consecutive year  
which compared favorably with banks 
across Virginia.  Oak View ranked in 
the 89th percentile among Virginia-
based publicly traded banks with total 
assets between $250 million and 
$20.0 billion, reflecting strong 
operating performance while 
continuing to invest in infrastructure 
and increasing capacity for continued 
asset growth. 
 
Earnings Per Share 
Growth in Earnings Per Share (EPS) 
has outpaced peer institutions across 
U.S. publicly traded banks and thrifts 
with total assets between $250 
million and $1.5 billion over the last 
10 years, despite the 558,227 
increase in the number of shares 
outstanding as a result of our 
common equity raise in March 2025.   
 
Looking ahead, we enter our next chapter with confidence. Our strong presence in one of the 
most attractive markets in the country positions us well for excellent organic growth as we serve 
small businesses, non-profits and consumers.  We will continue to prudently invest excess 
capital into our securities strategy, to provide a return until it is needed for organic growth.  Our 
strategy is clear, our balance sheet is strong, and our culture remains grounded in 
accountability, integrity, and service. While economic and regulatory uncertainty persists, our 
discipline and long‑term perspective position us well for continued success. 
 
On behalf of the Board of Directors and the entire Oak View team, thank you for your continued 
trust and support. We are proud of what we have built and appreciate the contributions of so 
many that have made it possible. 
 
Sincerely, 

 
 
 
 

Michael A. Ewing  
Chairman and Chief Executive Officer 
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INDEPENDENT AUDITOR’S REPORT  
 

To the Board of Directors  
Oak View Bankshares, Inc.  
 
Opinion  
We have audited the consolidated financial statements of Oak View Bankshares, Inc. and its 
subsidiary (the Company), which comprise the consolidated balance sheets as of December 
31, 2025 and 2024, the related consolidated statements of income, comprehensive income, 
changes in shareholders’ equity and cash flows for the years then ended, and the related 
notes to the consolidated financial statements (collectively, the financial statements).  
 
In our opinion, the accompanying financial statements present fairly, in all material respects, 
the financial position of the Company as of December 31, 2025, and 2024, and the results of 
its operations and its cash flows for the years then ended in accordance with accounting 
principles generally accepted in the United States of America.  
 
Basis for Opinion  
We conducted our audits in accordance with auditing standards generally accepted in the 
United States of America (GAAS). Our responsibilities under those standards are further 
described in the Auditor’s Responsibilities for the Audit of the Financial Statements section 
of our report. We are required to be independent of the Company and to meet our other 
ethical responsibilities, in accordance with the relevant ethical requirements relating to our 
audits. We believe that the audit evidence we have obtained is sufficient and appropriate to 
provide a basis for our audit opinion.  
 
Responsibilities of Management for the Financial Statements  
Management is responsible for the preparation and fair presentation of the financial 
statements in accordance with accounting principles generally accepted in the United States 
of America, and for the design, implementation, and maintenance of internal control relevant 
to the preparation and fair presentation of financial statements that are free from material 
misstatement, whether due to fraud or error.  
 
In preparing the financial statements, management is required to evaluate whether there are 
conditions or events, considered in the aggregate, that raise substantial doubt about the 
Company’s ability to continue as a going concern for one year after the date of the financial 
statements are issued or available to be issued.  
 
Auditor’s Responsibilities for the Audit of the Financial Statements  
Our objectives are to obtain reasonable assurance about whether the financial statements as 
a whole are free from material misstatement, whether due to fraud or error, and to issue an 
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance 
but is not absolute assurance and therefore is not a guarantee that an audit conducted in 
accordance with GAAS will always detect a material misstatement when it exists. The risk of 



4 
 

not detecting a material misstatement resulting from fraud is higher than for one resulting 
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, 
or the override of internal control. Misstatements are considered material if there is a 
substantial likelihood that, individually or in the aggregate, they would influence the 
judgment made by a reasonable user based on the financial statements.  
 
In performing an audit in accordance with GAAS, we:  
 

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

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

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

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

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

 
We are required to communicate with those charged with governance regarding, among 
other matters, the planned scope and timing of the audit, significant audit findings, and 
certain internal control–related matters that we identified during the audit.  
 
Other Information Included in the Annual Report 
Management is responsible for the other information included in the annual report. The other 
information comprises the letter from the Chairman and CEO to shareholders and stock 
information but does not include the financial statements and our auditor's report thereon. 
Our opinion on the financial statements does not cover the other information, and we do not 
express an opinion or any form of assurance thereon.  
 
In connection with our audit of the financial statements, our responsibility is to read the other 
information and consider whether a material inconsistency exists between the other 
information and the financial statements, or the other information otherwise appears to be 
materially misstated. If, based on the work performed, we conclude that an uncorrected 
material misstatement of the other information exists, we are required to describe it in our 
report. 
 

 
Winchester, Virginia 
April 28, 2026 
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(Dollars in thousands, except share data) 2025 2024
Assets

Cash and due from banks 2,171$           1,416$           
Federal funds sold 335                293                
Interest-bearing deposits in other financial institutions 31,847           42,645           
Securities held to maturity, net of allowance for credit losses of 
$106 and $106, respectively (fair value of $11,827 and $9,362, 
respectively) 12,349           10,406           
Securities available for sale, at fair value 450,669         287,310         
Restricted stock, at cost 4,188             3,887             
Loans, net of allowance for credit losses of 
$3,218 and $3,004, respectively 346,672         317,947         
Premises and equipment, net 11,498           12,306           
Bank-owned life insurance 10,611           10,328           
Accrued interest receivable 3,521             2,618             
Deferred tax assets, net -                 1,147             
Other assets 4,381             4,137             
Total assets 878,242$       694,440$       

Liabilities and Shareholders' Equity

Liabilities
Deposits:
Noninterest bearing 109,741$       98,533$         
Savings, interest-bearing checking and money market accounts 246,955         198,031         
Time deposits 356,884         292,211         
Total deposits 713,580$       588,775$       
Short-term borrowings 43,000           15,000           
Long-term borrowings 34,900           34,900           
Subordinated debt, net of unamortized issuance costs 23,501           13,767           
Deferred tax liabilities, net 317                -                 
Accrued expenses and other liabilities 5,206             3,721             
Total liabilities 820,504$       656,163$       

Shareholders' Equity
Preferred stock, $5.00 par value, 2,000,000 shares authorized; 
none issued and outstanding -$               -$               

Common stock, $1.00 par value, 10,000,000 shares authorized; 
issued and outstanding: 3,486,272 and 2,927,175 shares, respectively 3,486 2,927
Additional paid-in capital 24,558 17,434
Retained earnings 26,777 20,429
Accumulated other comprehensive income (loss), net 2,917 (2,513)
Total shareholders' equity 57,738$         38,277$         

Total liabilities and shareholders' equity 878,242$       694,440$       

See Notes to Consolidated Financial Statements.

OAK VIEW BANKSHARES, INC.
Consolidated Balance Sheets
December 31, 2025 and 2024



6 
 

 
 
 
 

(Dollars in thousands, except share data) 2025 2024
Interest and Dividend Income

Interest and fees on loans 19,882$         17,738$         
Interest on securities 20,266           16,542           
Dividends on restricted stock 269                301                
Interest on deposits in other financial institutions 1,730             1,571             
Interest on federal funds sold 12                  16                  

Total interest and dividend income 42,159           36,168           
Interest Expense

Interest on deposits 17,578           15,057           
Interest on borrowings 2,343             2,411             
Interest on subordinated debt 748                560                

Total interest expense 20,669           18,028           

Net interest income 21,490           18,140           
Provision for credit losses 221                195                

Net interest income after provision for credit losses 21,269           17,945           
Noninterest Income

Service charges on deposit accounts 107                102                
Interchange fee income 923                791                
Mortgage loan fee income 404                308                
Bank-owned life insurance 283                274                
Gains on sales of securities, net 124                487                
Other income 151                131                

Total noninterest income 1,992             2,093             
Noninterest Expenses

Salaries and employee benefits 8,032             7,150             
Occupancy and equipment 1,017             771                
Professional services 393                325                
Data processing 1,661             1,614             
Advertising and marketing 429                387                
Regulatory assessments 568                457                
Taxes, other 538                375                
Other operating expenses 1,883             1,327             

Total noninterest expenses 14,521           12,406           

Net income before income tax expense 8,740             7,632             
Income tax expense 1,601             1,535             

Net income 7,139$           6,097$           

Earnings per common share, basic and diluted 2.13$             2.07$             

Weighted Average Common Shares Outstanding, basic 3,357,257      2,942,904      
Weighted Average Common Shares Outstanding, diluted 3,357,257      2,942,904      

See Notes to Consolidated Financial Statements.

OAK VIEW BANKSHARES, INC.
Consolidated Statements of Income

For the Years Ended December 31, 2025 and 2024
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2025 2024
(Dollars in thousands)
Net Income  7,139$           6,097$           

Other comprehensive income, net of tax:
Gross unrealized gain (loss) on securities available for sale 7,515             920                
Income tax (benefit) expense (1,557)            (193)               

5,958             727                

Gross unrealized (loss) gain on cash flow hedges (544)               168                
Income tax expense (benefit) 114                (35)                 

(430)               133                

Reclassification of gains on sales of 
available for sale securities recognized in net income (124)               (487)               
Income tax expense 26                  102                

(98)                 (385)               

Total other comprehensive income, net of tax 5,430             475                

Total comprehensive income 12,569$         6,572$           

See Notes to Consolidated Financial Statements.

OAK VIEW BANKSHARES, INC.
Consolidated Statements of Comprehensive Income

For the Years Ended December 31, 2025 and 2024
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Common 
Stock

Additional 
Paid-In 
Capital

Retained 
Earnings

Accumulated 
Other 

Comprehensive 
Income (Loss) Total

(Dollars in thousands, 
except per share data)
Balance at December 31, 2023 2,956$         17,777$       14,923$       (2,988)$               32,668$       

Net income -               -               6,097           -                      6,097           
Repurchase of common stock (47)               (510)             -               -                      (557)             
Issuance of common stock for 
management compensation 18                167              -               -                      185              
Other comprehensive income -               -               -               475                      475              
Cash dividends 
($0.20 per share) -               -               (591)             -                      (591)             

Balance at December 31, 2024 2,927$         17,434$       20,429$       (2,513)$               38,277$       

Balance at December 31, 2024 2,927$         17,434$       20,429$       (2,513)$               38,277$       
Net income -               -               7,139           -                      7,139           
Issuance of common stock, 
net of issuance costs 559              7,124           -               -                      7,683           
Other comprehensive income -               -               -               5,430                   5,430           
Cash dividends 
($0.27 per share) -               -               (791)             -                      (791)             

Balance at December 31, 2025 3,486$         24,558$       26,777$       2,917$                 57,738$       

See Notes to Consolidated Financial Statements.

OAK VIEW BANKSHARES, INC.
Consolidated Statements of Changes in Shareholders' Equity

For the Years Ended December 31, 2025 and 2024
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(Dollars in thousands) 2025 2024
Cash Flows from Operating Activities

Net income 7,139$                6,097$                
Adjustments to reconcile net income to net cash 
provided by operating activities:

Accretion of securities, net (2,149)                 (1,645)                 
Depreciation and amortization 475                     293                     
Amortization of debt issuance costs 40                       33                       
Provision for credit losses 221                     195                     
Gain on sales of available for sale securities, net (124)                    (487)                    
Loss on sale of premises and equipment 76                       -                      
Deferred tax expense 57                       22                       
Share-based compensation expense -                      185                     
Income on bank-owned life insurance (283)                    (274)                    
Changes in assets and liabilities:

Increase in accrued interest and other assets (1,516)                 (500)                    
Increase (decrease) in accrued expenses and other liabilities 784                     (766)                    

Net cash provided by operating activities 4,720$                3,153$                
Cash Flows from Investing Activities

Decrease (increase) in interest-bearing deposits in other banks 10,798$              (25,664)$             
(Increase) in federal funds sold (42)                      (6)                        
Proceeds from maturities of held to maturity securities -                      -                      
Purchases of held to maturity securities (2,195)                 -                      
Purchases of available for sale securities (256,529)             (157,258)             
Proceeds from sales of available for sale securities 32,137                54,392                
Proceeds from principal payments of available for sale securities 71,220                52,626                
Proceeds from calls of held to maturity securities 250                     -                      
Purchases of restricted stock, net (301)                    (71)                      
Loan originations, net (28,951)               (16,913)               
Disposals of premises and equipment 2,706                  4,136                  
Purchases of premises and equipment (2,449)                 (9,954)                 

Net cash (used in) investing activities (173,356)$           (98,712)$             
Cash Flows from Financing Activities

Increase in noninterest bearing, savings, 
interest-bearing checking and money market accounts 60,132$              36,964$              
Increase in time deposits 64,673                77,577                
Increase (decrease) in short-term borrowings 28,000                (25,000)               
Issuance of subordinated debt, net of issuance costs 9,694                  -                      
Issuance of common stock, net of issuance costs 7,683                  -                      
Repurchase of common stock -                      (557)                    
Cash dividends paid on common stock (791)                    (591)                    

Net cash provided by financing activities 169,391$            88,393$              
Net (decrease) increase in cash and cash equivalents 755$                   (7,166)$               

Cash and cash equivalents, beginning 1,416                  8,582                  
Cash and cash equivalents, ending 2,171$                1,416$                

Supplemental Disclosures of Cash Flow Information
Cash payments for interest 20,381$              18,787$              

Cash payments for taxes 1,695$                1,520$                

Supplemental Disclosures of Noncash Investing Activities
Unrealized gain (loss) on securities available for sale, net of tax 6,271$                (2,101)$               

Unrealized (loss) gain on cash flow hedges, net of tax (430)$                  133$                   

Unrealized (loss) gain on fair value hedges, net of tax (411)$                  2,443$                

See Notes to Consolidated Financial Statements.

OAK VIEW BANKSHARES, INC.
Consolidated Statements of Cash Flows

For the Years Ended December 31, 2025 and 2024
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OAK VIEW BANKSHARES, INC. 
 

Notes to Consolidated Financial Statements 
 
Note 1.  Summary of Significant Accounting Policies 
 
Nature of Operations 
Oak View Bankshares, Inc. (the “Company”) is a holding company headquartered in Warrenton, 
Virginia. The Company is the parent company of its wholly owned subsidiary, Oak View National 
Bank (the “Bank”).  The Company provides banking services in the communities in and around 
Marshall, Warrenton, Culpeper, and Rappahannock, Virginia.   
 
The Bank has one wholly owned subsidiary, Oak View Investments, Inc., which was organized in 
November 2025 and is a Delaware corporation. Oak View Investments, Inc. was organized to 
hold and provide enhanced risk management activities for certain types of investment securities.   
 
The Company’s stock is traded on the OTC Markets Group’s OTCID under the ticker symbol 
“OAKV”. 
 
Principles of Consolidation  
The consolidated financial statements include the accounts of Oak View Bankshares, Inc., and 
its wholly owned subsidiary, Oak View National Bank as well as indirect subsidiaries which are 
wholly-owned or controlled. All significant intercompany transactions have been eliminated in 
consolidation. The accounting and reporting policies of the Company conform to accounting 
principles generally accepted in the United States of America (GAAP) and to predominant 
practices within the banking industry. 
 
Basis of Presentation  
The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosure of 
contingent assets and liabilities at the date of the financial statements and the reported amounts 
of revenues and expenses during the reporting period. Actual results could differ from those 
estimates. The material estimate that is particularly susceptible to significant changes in the near 
term relates to the determination of the allowance for credit losses on loans. In the opinion of 
management, all adjustments, consisting only of normal recurring adjustments, which are 
necessary for a fair presentation of the results of operations in these financial statements, have 
been made. 
 
Subsequent Events 
Subsequent events have been considered through April 28, 2026, the same day on which these 
financial statements were issued.   
 
Reclassifications 
Certain reclassifications have been made to the prior period financial statements to conform to 
the current period presentation. Such reclassifications are considered immaterial and have no 
effect on net income, total assets or shareholders’ equity as previously reported. 
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Business Segments 
The Company’s financial results are aggregated into one reportable operating segment with 
revenue derived from the business of community banking. Through its community banking 
segment, the Company offers a full range of products and services through various delivery 
channels. The banking products and services include the acceptance of deposits in checking, 
savings, time and money market accounts; the origination and servicing of consumer, 
commercial, construction and real estate loans; and other services including safe deposit boxes 
and wire transfers. The community banking segment derives revenues mainly from interest 
income on loans to customers, investment securities held, and fees and income related to the 
services listed above.  
 
The accounting policies of the community banking segment are the same as those described in 
the summary of significant accounting policies. The Company’s Chief Executive Officer, 
President, Chief Financial Officer and Chief Operations Officer are responsible for the day-to-
day management of the Company, including regularly reviewing the operating and financial 
performance of the Company on a consolidated basis.   
 
The primary measure of financial performance is consolidated net income which is used to 
assess performance and make decisions about resource allocation. Net income is used to 
monitor budget versus actual results as well as comparing the previous year’s results. 
Comparative analysis along with the monitoring of budget versus actual results are used in 
assessing the performance of the segment. The presentation of financial performance to 
management is consistent with amounts and financial statement lines shown in the Company's 
consolidated balance sheets and consolidated statements of income. The Company's significant 
expenses are segmented by category and amount in the consolidated statements of income to 
include all significant items including salaries and employee benefits, occupancy expense, data 
processing, professional service fees and other general operating expenses. 
 
Cash, Cash Equivalents, and Cash Concentrations  
The Bank maintains cash accounts in various correspondent banks. At December 31, 2025, and 
2024 the total amount by which these deposits exceeded the federally insured limits was $4.4 
million and $4.0 million, respectively.  For purposes of the statements of cash flows, cash and 
cash equivalents include cash on hand and amounts due from banks.  
 
Interest-Bearing Deposits in Banks 
Interest-bearing deposits in banks have various maturities of less than 12 months and are 
recorded at cost on the Company’s consolidated balance sheets. 
 
Securities 
The Company has classified investments in debt securities as either held to maturity or available 
for sale, based on management’s intent.  The Company has no investments classified as trading.  
Purchase premiums are recognized in interest income using the effective interest rate method 
over the period from purchase to maturity or, for callable securities, the earliest call date, and 
purchase discounts are recognized in the same manner from purchase to maturity. 
 

Held To Maturity (HTM) 
Certain debt securities that management has the positive intent and ability to hold to maturity 
are classified as HTM and recorded at amortized cost.  The Company’s HTM securities 
portfolio is comprised of corporate debt securities made up of subordinated debt of U.S. 
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financial institutions and a U.S. Treasury bond.  These securities are analyzed quarterly to 
determine the potential for credit losses on an individual security basis.   
 
Available For Sale (AFS)  
Debt securities not classified as HTM are classified as AFS and recorded at estimated fair 
value, with the unrealized gains and losses excluded from earnings and reported in other 
comprehensive income.  These securities may be sold at any time based upon 
management’s assessment of changes in economic or financial market conditions, interest 
rate or prepayment risks, liquidity considerations and other factors. Gains and losses on the 
sale of securities are recorded on the trade date and are determined using the specific 
identification method.   

 
Restricted Stock 
The Company’s restricted stock portfolio consists of securities of the Federal Home Loan Bank 
of Atlanta (“FHLB”), the Federal Reserve Bank, Community Bankers Bank and Banker’s Title.  
Because these securities do not have a readily available market, and they have no quoted 
market value they are recorded at cost on the Company’s consolidated balance sheets.     
 
Loans 
The Company makes mortgage, commercial and consumer loans to customers.  Loans that 
management has the intent and ability to hold for the foreseeable future or until maturity or 
payoff are reported at amortized costs.  Amortized cost is the principal balance outstanding, net 
of purchase premiums and discounts and deferred fees and costs.  The Company has elected to 
exclude accrued interest receivable from the amortized cost basis. Interest on loans is accrued 
based on the unpaid principal balance outstanding.  
 
The Company segments its loan portfolio into loans secured by real estate, commercial loans, 
and consumer loans.  Loans secured by real estate are further divided into the following classes: 
construction, land development and other land loans, residential real estate, commercial real 
estate and home equity loans.  
 
Risk factors evaluated include the economic environment’s impact on each portfolio segment 
and the following specific risk factors: 
 

 Construction and land development loans are granted for residential and commercial 
construction along with land.   Risks are associated with the completion of the project, 
the value of the collateral, and the continued creditworthiness of the borrower. 

 
 Residential real estate loans are loans collateralized with 1–4 family single family homes. 

This segment includes loans for consumer and investment purposes. Single family 
residential loans for consumer purposes have risks associated with the continued 
creditworthiness of the borrower and the value of the collateral.  Single family residential 
loans for investment purposes have risks associated with the continued creditworthiness 
of the borrower, the value of the collateral, and either the net operating income 
generated from the lease of the real estate collateral or income generated from the sale 
of the collateral. 

 
 Commercial real estate loans are loans secured by commercial property both owner and 

nonowner occupied.  This segment includes owner-occupied and non-owner occupied 
commercial real estate loans.   Owner-occupied commercial real estate loans have risks 
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associated with the operations of the business occupying the property and the value of 
the collateral. Non-owner occupied commercial real estate loans have risk associated 
with either the net operating income generated from the lease of the real estate collateral 
or income generated from the sale of the collateral.  Other risk factors include the 
creditworthiness of the sponsor and the value of the collateral. 

 
 Home equity loans are loans granted based on equity on 1–4 family properties. Risks are 

associated with the continued creditworthiness of the borrower and changes in the value 
of the collateral. 
 

 Commercial loans are secured and unsecured loans for working capital, expansion, and 
other business purposes.  Risks are associated with the operations of the business and 
the value of the collateral, if any. 
 

 Consumer loans are loans secured and unsecured to consumer customers.  Risks are 
associated with the creditworthiness of the borrower and the value of the collateral, if 
any. 

 
The accrual of interest is generally discontinued when a loan becomes 90 days past due and is 
not well collateralized and in the process of collection, or when management believes, after 
considering economic and business conditions and collection efforts, that the principal or 
interest will not be collectible in the normal course of business.  Past due status is based on the 
contractual terms of the loan.  A loan is considered past due when a scheduled payment has not 
been received 30 days after the contractual due date.   
 
All accrued interest is reversed against interest income when a loan is placed on nonaccrual 
status.  Interest received on such loans is accounted for using the cost-recovery method, until 
qualifying for return to accrual.  Under the cost-recovery method, interest income is not 
recognized until the loan balance is reduced to zero.  Loans are returned to accrual status when 
all principal and interest amounts contractually due are brought current, there is a sustained 
period of repayment performance, and future payments are reasonably assured.   
 
Allowance for Credit Losses  
The allowance for credit losses on loans, the allowance for unfunded loan commitments, and the 
allowance for held to maturity debt securities is established through charges to earnings in the 
form of a provision for credit losses on the consolidated statements of income. The allowance 
incorporates forward-looking information and applies a reversion methodology beyond the 
reasonable and supportable forecast. The allowance is increased by a provision charged to 
operating expenses. Management evaluates the appropriateness of the allowance at least 
quarterly. This evaluation is inherently subjective as it requires material estimates that may be 
susceptible to significant change from period to period.  
 
Management may adjust its assumptions to account for differences between expected and 
actual losses from period to period. The variability of management’s assumptions could alter the 
level of the allowance for credit losses and may have a material impact on the Company’s future 
results of operations and financial condition. The loss estimation models and methods used to 
determine the allowance for credit losses are continually refined and enhanced. 
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Allowance for Credit Losses on Loans 
The allowance for credit losses on loans is a valuation account that is deducted from the 
loans’ amortized cost basis to present the net amount expected to be collected on the loans.  
Loans are charged off against the allowance when management believes the uncollectibility 
of a loan balance is confirmed. Expected recoveries do not exceed the aggregate amounts 
previously charged-off and expected to be charged-off. Accrued interest receivable is 
excluded from the estimate of credit losses. 
 
The allowance for credit losses on loans represents management’s estimate of lifetime credit 
losses as of the balance sheet date.  The allowance for credit losses on loans is estimated by 
management using relevant available information, from both internal and external sources, 
related to past events, current conditions, and reasonable and supportable forecasts. 
 
The Company measures expected credit losses for loans on a pooled basis when similar risk 
characteristics exist.  The Company has identified the following portfolio segments and 
calculates the allowance for credit losses for loans for each using the Weighted Average 
Remaining Maturity (WARM) methodology.   
 
The Company has elected to use the WARM methodology that uses an average loss rate and 
applies it to future expected outstanding balances of each pool. WARM determines look-back 
periods by using historical periods, that represents the approximation for projecting future 
credit loss trends.  The Company calculates the WARM of its portfolio using prepayment 
assumptions and derives its quantitative loss rates by measuring the Company’s loss rates 
over historical periods which are expected to be similar to the estimated life of the loans 
using data derived primarily from the Company’s loss experience.  To aggregate the portfolio 
with similar risk characteristics, the Company has elected to use the FFIEC Call Report data 
for loan segmentation. 
 
Additionally, the allowance for credit losses on loans includes adjustments for qualitative 
factors that are likely to cause estimated credit losses to differ from historical experience.  
These qualitative adjustments may increase or reduce reserve levels and include adjustments 
for changes in general market, economic and business conditions; the nature and volume of 
the loan portfolio; the volume and severity of delinquencies and adversely classified loan 
balances; the value of underlying collateral; changes in lending policies and underwriting 
standards; concentrations of credit risk, if any; and the results of internal loan reviews and 
examinations by bank regulatory agencies pertaining to the allowance for credit losses.  
 
Loans that do not share risk characteristics are evaluated on an individual basis.  When the 
borrower is experiencing financial difficulty and repayment is expected to be provided 
through operation or sale of the collateral, the expected credit losses are based on the fair 
value of the collateral at the reporting date, adjusted for selling costs as appropriate.  The 
Company had no individually evaluated loans at December 31, 2025, and 2024. 
 
Allowance for Credit Losses for Unfunded Commitments 
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 
Company’s exposure to credit loss in the event of nonperformance by the other party to the 
financial instrument for off-balance sheet loan commitments is represented by the contractual 
amount of those instruments.  Such financial instruments are recorded when they are funded. 
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The Company records an allowance for unfunded commitments, reported in other liabilities, 
for expected credit losses on commitments to extend credit that are not unconditionally 
cancelable by the Company. The reserve for unfunded commitments is measured based on 
the principles utilized in estimating the allowance for credit losses on loans and an estimate of 
the amount of unfunded commitments expected to be advanced. Changes in the reserve for 
unfunded commitments are recorded through the provision for credit losses. 

 
Allowance for Credit Losses for Held to Maturity Securities 
The Company’s allowance for credit losses for HTM securities is deducted from the 
amortized cost basis of the HTM portfolio, with the losses recorded on the consolidated 
statements of income within the provision for credit losses. Expected credit losses on the 
Company’s corporate debt securities, which are made up of subordinated debt of U.S. 
financial institutions, is measured based on the financial strength of each financial institution.  
The Company uses a database of current and historical financial trends as a basis for this 
analysis.  The Company’s investment in a U.S. Treasury bond, which is a direct obligation 
issued by the United States government, is not evaluated, as there is no evidence supporting 
the establishment of credit losses.   
 
Allowance for Credit Losses for Available for Sale Securities 
The Company evaluates the fair value and credit quality of its AFS securities portfolio on a 
quarterly basis.  If the Company has the intent to sell the security, or it is more likely than not 
that the Company will be required to sell the security, the security is written down to fair 
value, and the entire loss is recorded in earnings.   
 
If either of the above criteria is not met, the Company evaluates whether the decline in fair 
value is the result of credit losses or other factors.  In making the assessment, the Company 
may consider various factors including the extent to which fair value is less than amortized 
costs, performance on any underlying collateral, downgrades in the ratings of the security by 
a rating agency, the failure of the issuer to make scheduled interest or principal payments 
and adverse conditions specifically related to the security.  If the assessment indicates that a 
credit loss exists, the present value of cash flows expected to be collected is compared to the 
amortized cost basis of the security and any excess is recorded as an allowance for credit 
loss, limited to the amount that the fair value is less than the amortized cost basis.  Any 
amount of unrealized loss that has not been recorded through an allowance for credit losses 
is recognized in other comprehensive income. 

 
Changes in the allowance for credit losses are recorded as provision for (or reversal of) credit 
losses expense.  Losses are charged against the allowance for credit losses when 
management believes an AFS security is confirmed to be uncollectible or when either of the 
criteria regarding intent or requirements to sell are met. At December 31, 2025, and 2024, 
there was no allowance for credit losses related to the AFS securities portfolio.   

 
Loan Modifications to Borrowers Experiencing Financial Difficulties 
Occasionally, the Company modifies loans to borrowers in financial distress.  Management 
strives to identify borrowers in financial difficulty early and work with them to modify their loan to 
more affordable terms before their loan reaches nonaccrual status.  These modified terms may 
include rate reductions, principal forgiveness, payment forbearance and other actions intended 
to minimize economic loss and to avoid foreclosure or repossession of the collateral.  In cases 
where borrowers were granted new terms that provided for a reduction of either interest or 
principal, impairment is measured on the restructuring as noted above for individually evaluated 
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loans.  The Company did not modify any loans to borrowers experiencing financial difficulty 
during the years ended December 31, 2025, and 2024. 
 
Transfers of Financial Assets 
Transfers of financial assets are accounted for as sales when control over the assets have been 
surrendered.  Control over transferred assets is deemed to be surrendered when (1) the assets 
have been isolated from the Company, (2) the transferee obtains the right (free of conditions 
that constrain it from taking advantage of that right) to pledge or exchange the transferred 
assets, and (3) the Company does not maintain effective control over the transferred assets 
through a repurchase agreement before their maturity or the ability to unilaterally cause the 
holder to return specific assets. 
 
Premises and Equipment 
Land is carried at cost.  Furniture, equipment, and software are carried at cost less accumulated 
depreciation and amortization computed on the straight-line method over the estimated useful 
lives of the assets, which range from 3 to 39 years, or the expected terms of the leases, if 
shorter. Maintenance and repairs are charged to the expense as incurred and major 
improvements are capitalized. Upon sale or retirement of depreciable properties, the cost and 
related accumulated depreciation are netted against proceeds, and any resulting gain or loss is 
included in income. 
 
Income Taxes 
The Company determines deferred income tax assets and liabilities based on temporary 
differences between the financial statement and tax bases of assets and liabilities that will result 
in taxable or deductible amounts in the future based on enacted tax laws and rates applicable to 
the periods in which the differences are expected to affect taxable income. Income tax expense 
includes taxes on income or loss that are taxable in the period and changes during the period in 
deferred tax assets and liabilities. The effects of changes in tax law are recognized in income tax 
expense in the period in which the changes are enacted.  
 
The benefit of a tax position is recognized in the period during which, based on all available 
evidence, management believes it is more likely than not that the position will be sustained upon 
examination, including the resolution of appeals or litigation processes, if any.  Tax positions 
taken are not offset or aggregated with other positions.  Tax positions that meet the more likely 
than not recognition threshold are measured as the largest amount of tax benefit that is more 
than 50 percent likely of being realized upon settlement with the applicable taxing authority.  
Interest and penalties associated with the unrecognized tax benefits are recognized as a 
component of income tax expense.   
 
Bank Owned Life Insurance 
The Company has life insurance policies for certain executives and other officers. The Company 
receives the cash surrender value of each policy upon its termination or benefits are payable 
upon the death of the insured. These policies are recorded in the consolidated balance sheets at 
their net cash surrender value. Changes in net cash surrender value are recognized in 
noninterest income in the consolidated statements of income. Adjustments to cash surrender 
value and death benefits received, if recognized as income, are currently tax-exempt. 
 
Other Real Estate Owned (OREO) 
Assets acquired through, or in lieu of, foreclosure are held for sale and are initially recorded at 
fair value, less estimated costs to sell at the date of foreclosure.  Physical possession of 
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residential real estate securing consumer mortgage loans 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 similar legal agreement. 
After foreclosure, management periodically performs valuations of the foreclosed assets based 
on updated appraisals, general market conditions, recent sales of similar properties, length of 
time the properties have been held, and the ability and intention regarding continued ownership 
of the properties. The Company may incur additional write-downs of foreclosed assets to fair 
value less estimated costs to sell if valuations indicate a further deterioration in market 
conditions. Revenue and expenses from operations and changes in the property valuations are 
included in other noninterest expenses and improvements are capitalized.   
 
The Company records a gain or loss from the sale of OREO when control of the property 
transfers to the buyer, which generally occurs at the time of an executed deed. When the 
Company finances the sale of OREO to the buyer, the Company assesses whether the buyer is 
committed to perform the obligations under the contract and whether collectability of the 
transaction price is probable. In determining the gain/loss on the sale, the Company adjusts the 
transaction price and the related gain/loss on sale if a significant financing component is 
present. 
 
As of December 31, 2025, and 2024 the Company had no properties classified as OREO. There 
were no consumer mortgage loans secured by residential real estate properties for which formal 
foreclosure proceedings were in process as of December 31, 2025, and 2024.  
 
Advertising Costs 
The Company follows the policy of charging the costs of advertising to expenses as incurred.   
 
Earnings Per Common Share 
Basic earnings per common share represent income available to common shareholders divided 
by the weighted average number of common shares outstanding during the period.  Diluted 
earnings per share reflect additional common shares that would have been outstanding if 
dilutive potential common shares had been issued, as well as any adjustment to income that 
would result from the assumed issuance.  For the years ended December 31, 2025, and 2024 
there were no dilutive potential common shares outstanding.   
 
Derivative Financial Instruments 
The Company recognizes derivative financial instruments at fair value as either other assets or 
other liabilities in the consolidated balance sheets. Accounting for changes in fair value of 
derivatives is dependent on whether the derivative is designated and qualifies in a hedging 
relationship. For those derivatives to which hedge accounting is applied, the Company formally 
documents the hedging relationship and the risk management objective and strategy for 
undertaking the hedge. This documentation identifies the hedging instrument, the hedged item 
or transaction, the nature of the risk being hedged, and, unless the hedge meets all the criteria 
to assume there is no ineffectiveness, the method that will be used to assess the effectiveness of 
the hedging instrument. The Company typically assesses effectiveness at inception and on an 
ongoing basis. In 2025 and 2024, all the Company's derivative financial instruments, which 
consisted solely of interest rate swaps, had been designated and qualified as either cash flow or 
fair value hedges.   
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Gains or losses on the Company's cash flow hedges are reported as a component of other 
comprehensive income (loss), net of deferred income taxes, and reclassified into earnings 
during the same period(s) during which the hedged transactions affect earnings. Changes in the 
fair value of a derivative that has been designated and qualifies as a fair value hedge, along with 
the changes in the fair value of the hedged asset or liability that is attributable to the hedged 
risk, are recorded in current period earnings.  Accrued settlements on both cash flow and fair 
value hedges are recorded in interest income or interest expense, based on the item being 
hedged. 
 
The Company discontinues hedge accounting when it determines that the derivative is no 
longer effective in offsetting changes in the fair value or cash flows of the hedged item, the 
derivative is settled or terminates, a hedged forecasted transaction is no longer probable, or the 
treatment of the derivative as a hedge is no longer appropriate or intended.  When hedge 
accounting is discontinued, subsequent changes in fair value of the derivative are recorded as 
noninterest income or expense.  When a cash flow hedge is discontinued but the hedged cash 
flows or forecasted transactions have a more than remote probability of occurring, gains or 
losses that were accumulated in other comprehensive income are amortized into earnings over 
the same periods which the hedged transactions will affect earnings. When a fair value hedge is 
discontinued, the hedged asset or liability is no longer adjusted for changes in fair value and the 
existing basis adjustment is amortized or accreted over the remaining life of the asset or liability. 
The Company's derivative financial instruments are described more fully in Note 11. 
 
Revenue Recognition 
Most of the Company’s revenues are associated with financial instruments, including interest 
income from loans and securities.  The Company’s noninterest income includes service charges 
on deposit accounts, other service charges and fees and interchange fee income.  Substantially 
all the Company’s revenue is generated from contracts with customers.  Noninterest income 
streams are discussed below.    
 

Service Charges on Deposit Accounts 
The Company earns fees from its deposit customers for overdraft and account maintenance 
services. Overdraft fees are recognized when the overdraft occurs. Account maintenance 
fees, which relate primarily to monthly maintenance, are earned over the course of a month, 
representing the period over which the Company satisfies the performance obligation.  
 
Other Service Charges and Fees 
Includes fees from customers for transaction-based services, such as safe deposit box, ATM, 
stop payment and wire transfer fees.  In each case, these service charges and fees are 
recognized in income at the time or within the same period that the Company’s performance 
obligation is satisfied.   
 
Interchange Income 
Interchange fees are earned from debit and credit cardholder transactions conducted 
through various payment networks. Interchange fees from cardholder transactions represent 
a percentage of the underlying transaction value and are recognized daily, concurrently with 
the transaction processing services. 
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Adoption of New Accounting Standards in 2025 
Effective January 1, 2025, the Company adopted ASU 2023-09, “Income Taxes (Topic 740) – 
Improvements to Income Tax Disclosures.” These amendments required a public entity to 
disclose, on an annual basis, specific categories in the rate reconciliation and provide additional 
information for reconciling items that meet a quantitative threshold, the amount of income taxes 
paid disaggregated by federal, state and foreign taxes, and the amount of income taxes paid 
disaggregated by individual jurisdictions in which income taxes paid is equal to or granter than 
five percent of total income taxes paid. These amendments also required entities to disclose 
income from continuing operations before income tax expense disaggregated between 
domestic and foreign, as well as income tax expense from continuing operations disaggregated 
by federal, state and foreign. The amendments were applied retrospectively and did not have a 
material effect on the Company’s consolidated financial statements. Refer to Note 10 for more 
information about income taxes.  
 
Recent Significant Accounting Pronouncements  
In November 2024, the Financial Accounting Standards Board (FASB) issued Accounting 
Standards Update (ASU) 2024-03, “Income Statement – Reporting Comprehensive Income – 
Expense Disaggregation Disclosures.” The amendments in ASU 2024-03 require disaggregated 
disclosure of income statement expenses for public business entities. Such disclosures must be 
made on an annual and interim basis in a tabular format in the footnotes to the financial 
statements. The amendments require companies to disclose disaggregated information about 
specific natural expense categories that are considered relevant and applicable, including (1) 
purchases of inventory, (2) employee compensation, (3) depreciation, (4) intangible asset 
amortization, and (5) oil and gas activities. The amendments also provide clarification regarding 
identifying relevant expenses captions and requires disclosure of selling expenses on an annual 
and interim basis. Entities are required to apply the guidance in ASU 2024-03 consistently for all 
periods presented and is effective for all public business entities for fiscal years beginning after 
December 15, 2026, and interim periods within fiscal years beginning after December 15, 2027. 
Early adoption is permitted. The amendments are to be applied on a prospective basis; however, 
retrospective application is permitted. The Company does not expect the adoption of ASU 2024-
03 to have a material effect on its consolidated financial statements. Other accounting standards 
that have been issued by the FASB or other standards-setting bodies are not currently expected 
to have a material effect on the Company’s financial position, results of operations or cash flows. 
 
In November 2025, the Financial Accounting Standards Board (FASB) issued ASU 2025-08, 
“Financial Instruments—Credit Losses (Topic 326): Purchased Loans.” The amendments in this 
ASU expand the population of acquired financial assets accounted for using the gross-up 
approach. Acquired loans (excluding credit cards) are deemed purchased seasoned loans and 
accounted for using the gross-up approach upon acquisition if criteria established by the new 
guidance are met. This change aims to enhance comparability, consistency, and better reflect 
the economics of acquiring financial assets. This ASU is effective for annual reporting periods 
beginning after December 15, 2026, and for interim reporting periods within those annual 
reporting periods. Early adoption is permitted in an interim or annual reporting period in which 
financial statements have not yet been issued or made available for issuance. If an entity adopts 
this ASU in an interim reporting period, it should apply it as of the beginning of that interim 
reporting period or the beginning of the annual reporting period that includes that interim 
reporting period. The Company does not expect the adoption of ASU 2025-08 to have a material 
impact on its consolidated financial statements. 
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Note 2.  Securities 
 
The Company invests in a variety of debt securities, principally obligations of the U.S. 
government and federal agencies, state and political subdivisions, mortgage-backed securities, 
asset-backed securities and corporations. As of December 31, 2025, and December 31, 2024, 
all debt securities were classified as held to maturity (“HTM”) or available for sale (“AFS”).  
 
The following tables summarize the amortized cost, gross unrealized gains and losses, fair value 
and allowance for credit losses of AFS and HTM debt securities:  
 

 
(1) Does not include portfolio level basis adjustments which were $244 thousand and $(12) thousand at 

December 31, 2025 and 2024, respectively.  See note 11 for additional information. 
 
The following table presents the amortized cost and estimated fair value of securities as of 
December 31, 2025, by the earlier of contractual maturity or expected maturity.  Expected 
maturities may differ from contractual maturities because issuers may have the right to call or 
prepay obligations without penalties. 
  

(Dollars in thousands)
Amortized 

Cost

Gross 
Unrealized 

Gains

Gross 
Unrealized 

(Losses)
Fair

Value

Allowance 
for 

Credit 
Losses

Securities available for sale:
U.S. Treasury securities 69,055$       332.00$       (1,267)$        68,120$       -$             
U.S. government agencies 1,100           10                -               1,110           -               
State and political subdivisions 97,737         4,955           -               102,692       -               
Asset-backed securities 54,024         109              (123)             54,010         -               
Mortgage-backed securities:

Agency 78,500         576              (581)             78,495         -               
Nonagency 146,033       880              (671)             146,242       -               

Total(1) 446,449$     6,862$         (2,642)$        450,669$     -$             

Securities held to maturity:
U.S. Treasury securities 1,005$         -$             (19)$             986$            -$             
Corporate debt securities 11,450         29                (638)             10,841         (106)             
Total 12,455$       29$              (657)$           11,827$       (106)$           

(Dollars in thousands)
Securities available for sale:
U.S. Treasury securities 68,864$       -$             (2,430)$        66,434$       -$             
U.S. government agencies 1,759           6                  -               1,765           -               
Asset-backed securities 69,538         424              (67)               69,895         -               
Mortgage-backed securities:

Agency 28,567         5                  (575)             27,997         -               
Nonagency 122,031       469              (1,281)          121,219       -               

Total(1) 290,759$     904$            (4,353)$        287,310$     -$             

Securities held to maturity:
U.S. Treasury securities 1,012$         -$             (56)$             956$            -$             
Corporate debt securities 9,500           -               (1,094)          8,406           (106)             
Total 10,512$       -$             (1,150)$        9,362$         (106)$           

December 31, 2025

December 31, 2024
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The following table presents the gross realized gains and losses on the sales of AFS debt 
securities as well as the proceeds from the sales and principal paydowns.  There were no sales 
of HTM debt securities for the years ended December 31, 2025, and 2024. 

 
The following tables provide information on unrealized losses on AFS debt securities that have 
been in an unrealized loss position for less than twelve months and twelve months or more, for 
which an allowance for credit losses has not been recorded as of December 31, 2025, and 
2024: 

 
Unrealized losses on 47 AFS debt securities in the tables above represent temporary 
fluctuations resulting from changes in interest rates and market conditions. Unrealized losses in 
the AFS portfolio are accounted for as an adjustment, net of taxes, to other comprehensive 
income in shareholders’ equity. The Company does not believe the securities presented above 
are impaired due to reasons of credit quality, as substantially all debt securities are rated above 
investment grade, and all are paying principal and interest according to their contractual terms. 
The Company does not intend to sell, nor is it more likely than not that it will be required to sell 
securities in a loss position prior to recovery of their cost, and therefore, management believes 

(Dollars in thousands)
Amortized 

Cost
Fair 

Value
Amortized 

Cost
Fair 

Value
Less than one year 56,038$       55,845$       -$             -$             
One to five years 123,640       122,728       1,255           1,234           
Five to ten years 106,123       106,140       11,200         10,593         
Over ten years 160,648       165,956       -               -               

446,449$     450,669$     12,455$       11,827$       

Held to MaturityAvailable for Sale

2025 2024
(Dollars in thousands)
Gross realized gains from sales of AFS securities 135$            530$            
Gross realized losses from sales of AFS securities (11)               (43)               
Net realized losses from sales of AFS securities 124$            487$            
Proceeds from sales of AFS securities 32,137$       54,392$       
Proceeds from principal paydowns of AFS and HTM securities 71,220$       52,626$       

December 31,

(Dollars in thousands)
Fair 

Value

Gross 
Unrealized 

(Losses)
Fair 

Value

Gross 
Unrealized 

(Losses)
Fair 

Value

Gross 
Unrealized 

(Losses)
Available for Sale
U.S. Treasury securities -$             -$             18,852$       (1,267)$        18,852$       (1,267)$        
Asset-backed securities 29,729         (123)             -               -               29,729         (123)             
Mortgage-backed securities:

Agency 46,340         (309)             3,649           (272)             49,989         (581)             
Nonagency 24,255         (108)             27,926         (563)             52,181         (671)             

Total 100,324$     (540)$           50,427$       (2,102)$        150,751$     (2,642)$        

(Dollars in thousands)
Fair 

Value

Gross 
Unrealized 

(Losses)
Fair 

Value

Gross 
Unrealized 

(Losses)
Fair 

Value

Gross 
Unrealized 

(Losses)
Available for Sale
U.S. Treasury securities 48,523.00$  (637)$           17,911$       (1,793)$        66,434$       (2,430)$        
Asset-backed securities 5,170           (23)               9,050           (44)               14,220         (67)               
Mortgage-backed securities:

Agency -               -               22,504         (575)             22,504         (575)             
Nonagency 23,385         (515)             12,197         (766)             35,582         (1,281)          

Total 77,078$       (1,175)$        61,662$       (3,178)$        138,740$     (4,353)$        

Less than 12 months

Less than 12 months 12 Months of More Total
2025

2024
12 Months of More Total
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the unrealized losses detailed above do not require an allowance for credit losses relating to 
these securities to be recognized.   
 
The following discussion provides additional information on the securities that are reflected in 
the table above: 
 

 U.S. Treasury securities – Total of 8 bonds 
These securities are backed by the full faith and credit of the U.S. government and 
therefore not considered to be impaired.    

 
 Asset-Backed Securities – Total of 11 bonds 

These are the senior tranche of private label securities.  The senior tranche receives 
principal payments first and losses last and has a built-in credit enhancement of 20%+, 
which the Company believes is sufficient protection against losses given relatively harsh 
stress case scenarios.  Subordinate tranches absorb losses and do not receive principal 
until the senior tranche is paid in full.  
 

 Mortgage-Backed Securities – Total of 13 Agency and 15 Nonagency 
Agency mortgage-backed securities represent government-sponsored entities and 
agencies as well as mortgage-backed securities and collateralized mortgage obligations, 
which are all either issued by a direct governmental entity or a government-sponsored 
entity, have no historical evidence supporting expected credit losses. 
 
Nonagency mortgage-backed securities are private-label mortgage-backed securities 
which are primarily driven by higher projected collateral losses, wider credit spreads and 
changes in interest rates. The Company evaluated credit impairment using an economic 
cash flow model which resulted in no impairment. Management continuously monitors 
the mortgage-backed securities portfolio for potential permanent impairment. Analytical 
tools used include robust credit risk analysis.  

 
Allowance for Credit Losses – AFS Securities 
Management evaluates debt securities to determine whether the unrealized loss is due to credit-
related factors or non-credit related factors. This analysis occurs on a quarterly basis. 
Consideration is given to the extent to which fair value is less than cost, whether the debt 
securities are issued by the federal government or its agencies, whether downgrades by bond 
rating agencies have occurred, industry analysts’ reports, and correlations between fair value 
changes and interest rate changes among instruments that are not credit sensitive. If the 
assessment reveals that a credit loss exists, the present value of the expected cash flows of the 
security is compared to the amortized cost basis of the security. If the present value of future 
cash flows expected to be collected is less than the amortized cost, an allowance for the credit 
loss is recorded. The loss is limited by the amount that the amortized cost exceeds fair value. 
 
As of December 31, 2025, and 2024, the Company did not intend to sell any of the AFS debt 
securities, did not expect to be required to sell these debt securities, and expected to recover 
the entire amortized cost basis of all the debt securities.  Based on the issuers’ credit quality, the 
investment grade of the bonds, and payment status of principal and interest according to the 
contractual terms, management believes the unrealized losses detailed above are related to 
fluctuations in market conditions, primarily interest rates, and is not reflective of the deterioration 
in credit, and therefore an allowance for credit losses relating to these securities was not 
recognized.   
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Accrued interest receivable on AFS securities totaled $2.1 million and $1.3 million as of 
December 31, 2025, and December 31, 2024, respectively, and is included in accrued interest 
receivable on the consolidated balance sheets. The Company did not record any write-offs of 
accrued interest income on AFS securities for the years ended December 31, 2025, or 2024. No 
securities held by the Company were delinquent on contractual payments as of December 31, 
2025, or 2024, nor were any such securities placed on nonaccrual status during the periods 
then ended. 
 
Allowance for Credit Losses – HTM Securities 
The Company evaluates the credit risk of its HTM debt securities on a quarterly basis. The HTM 
portfolio includes one debt security issued by the U.S. Treasury and 28 corporate debt 
securities. The U.S. Treasury debt security is a direct governmental obligation and has no 
historical evidence supporting expected credit losses; therefore, the Company has estimated no 
losses and will monitor this assumption in the future for any economical or governmental 
policies that could affect this assumption.  The corporate debt securities are comprised of 
subordinated debt issuances of U.S. financial institutions. The Company estimates expected 
credit losses on HTM debt securities using an instrument-level process which measures the 
financial strength of each financial institution based on information obtained from independent 
databases of current and historical financial trends as a basis for this analysis.  Based on 
management’s evaluation of these securities, there was no provision for credit losses recorded 
as of December 31, 2025, and 2024, based on financial metrics of each of these individual 
institutions. 
 
The following table presents the amortized cost of HTM debt securities by security type and 
credit rating: 
 

 
The accrued interest receivable on HTM securities totaled $98 thousand and $99 thousand as of 
December 31, 2025, and 2024, respectively, and is included in accrued interest receivable on 
the consolidated balance sheets. The Company did not record any write-offs of accrued interest 
receivable on HTM securities during either the years ended December 31, 2025, or 2024. No 
HTM securities held by the Company were delinquent on contractual payments as of either 
December 31, 2025, or 2024, nor were any such securities placed on nonaccrual status during 
the periods then ended. 
 
Securities with an aggregate fair value of $165.4 million and $235.6 million on December 31, 
2025, and 2024, were pledged as security for municipal deposits and lines of credit that provide 
liquidity to the Company.    
  

(Dollars in thousands)

U.S. 
Treasury 

Securities

Corporate 
Debt 

Securities Total
Aa1 1,005$         -$             1,005$         
Not rated -               11,450         11,450         

1,005$         11,450$       12,455$       

(Dollars in thousands)
Aaa 1,012$         -$             1,012$         
Ba1 -               500              500              
Not rated -               9,000           9,000           

1,012$         9,500$         10,512$       

December 31, 2025

December 31, 2024
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Note 3.  Loans   
 
The following table presents a summary of the major categories of outstanding total loans, net of 
deferred fees and costs.  

 
The Company has elected to exclude accrued interest receivable, totaling $1.1 million and $1.0 
million on December 31, 2025, and 2024 from the recorded investment in loans. 
 
Overdrawn deposit accounts totaling $4 thousand and $22 thousand as of December 31, 2025, 
and 2024, respectively, were reclassified from deposits and were included in the consumer loan 
category. 
 
The following table presents an analysis of the Company’s past-due loans.  There were no 
nonaccrual loans as of December 31, 2025, and 2024. 
 

 
The characteristics of the Company’s risk classification ratings are as follows: 

 
 Pass rated loans include all loans which are acceptable quality or better. Borrowers in 

this category have acceptable financial conditions with demonstrated repayment ability. 
 

 Special mention loans have the potential for developing weaknesses that deserve extra 
attention. If the developing weakness is uncorrected or not mitigated, there may be 
deterioration in the ability of the borrower to repay. 
 

 Substandard loans have a well-defined weakness and there is a possibility that future 
loss could be sustained if such weakness is not corrected. 
 

(Dollars in thousands) 2025 2024
Loans Secured by Real Estate:

Construction and land development 20,307$         23,475$         
Residential real estate 152,798         136,665         
Commercial real estate 107,765         107,770         
Home equity loans 27,299           20,753           
Total 308,169         288,663         

Commercial 32,451           27,386           
Consumer 8,755             4,422             
Loans, gross 349,375$       320,471$       
Allowance for credit losses (3,218)            (3,004)            
Deferred costs, net 515                480                
Loans, net 346,672$       317,947$       

December 31,

(Dollars in thousands)

30-59 
Days 

Past Due

60-89 
Days 

Past Due

90+ 
Days 

Past Due Current
Total 
Loans

90+ Days 
Past Due 

and 
Accruing

Real estate mortgage -$             27$              -$             308,142$     308,169$     -$             
Commercial -               -               -               32,451         32,451         -               
Consumer -               1                  -               8,754           8,755           -               
Total -$             28$              -$             349,347$     349,375$     -$             

(Dollars in thousands)
Real estate mortgage -$             32$              17$              288,614$     288,663$     -$             
Commercial -               -               -               27,386         27,386         -               
Consumer -               14                -               4,408           4,422           -               
Total -$             46$              17$              320,408$     320,471$     -$             

December 31, 2025

December 31, 2024
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 Doubtful loans have all the weaknesses inherent in loans classified Substandard, plus the 
added characteristic that the weaknesses make collection or liquidation in full highly 
questionable and improbable. 
 

 Loss represents a classification for loans which are considered uncollectable and are in 
the process of being charged off.  

 
The following tables present the Company’s credit quality of loans and gross charge-offs by year 
of origination as of and for the year ended December 31, 2025, and 2024: 
 

 

 
 
Note 4.  Allowance for Credit Losses 
 
The following table presents the activity related to the allowance for credit losses for the years 
ended December 31, 2025, and 2024. 

 
  

(Dollars in thousands)

December 31, 2025 2025 2024 2023 2022 2021 Prior Total
Real estate mortgage:

Pass 47,961$       37,723$       34,457$       41,760$       41,070$       68,970$       36,228$              -$                    308,169$     
Special Mention -               -               -               -               -               -               -                      -                      -               
Substandard -               -               2,056           192              -               973              -                      -                      3,221           

Total 47,961$       37,723$       36,513$       41,952$       41,070$       69,943$       36,228$              -$                    311,390$     
Commercial:

Pass 14,946$       4,372$         3,465$         2,019$         879$            1,190$         5,580$                -$                    32,451$       
Total 14,946$       4,372$         3,465$         2,019$         879$            1,190$         5,580$                -$                    32,451$       

Consumer:
Pass 6,063$         631$            312$            726$            8$                1,015$         -$                    -$                    8,755$         

Total 6,063$         631$            312$            726$            8$                1,015$         -$                    -$                    8,755$         
Current period 
gross charge-offs 20$              -$             -$             -$             -$             -$             -$                    -$                    20$              

Revolving Loans 
Converted to 

Term

Term Loans Recorded by Origination Year
Revolving Loans 

Recorded 
Balance

(Dollars in thousands)

December 31, 2024 2024 2023 2022 2021 Prior Total
Real estate mortgage:

Pass 41,857$       39,451$       46,069$       44,675$       78,591$       32,645$       -$                    283,288$            
Special Mention -               -               -               -               419              -               -                      419                     
Substandard -               2,113           -               -               2,843           -               -                      4,956                  

Total 41,857$       41,564$       46,069$       44,675$       81,853$       32,645$       -$                    288,663$            
Commercial:

Pass 9,420$         4,362$         3,167$         7,279$         3,158$         -$             -$                    27,386$              
Total 9,420$         4,362$         3,167$         7,279$         3,158$         -$             -$                    27,386$              

Consumer:
Pass 1,592$         747$            1,341$         55$              687$            -$             -$                    4,422$                

Total 1,592$         747$            1,341$         55$              687$            -$             -$                    4,422$                
Current period 
gross charge-offs 21$              -$             -$             -$             -$             -$             -$                    21$                     

Revolving 
Loans 

Recorded 
Balance

Revolving Loans 
Converted to 

Term

Term Loans Recorded by Origination Year

Real Estate
(Dollars in thousands) Mortgage Commercial Consumer Total
Allowance for Credit Losses on Loans:
Balance, December 31, 2024 2,814$           162$              28$                3,004$           

Provision for credit losses 141                37                  48                  226                
Loans charged-off -                 -                 (20)                 (20)                 
Recoveries -                 -                 8                    8                    

Balance, December 31, 2025 2,955$           199$              64$                3,218$           

Balance, December 31, 2023 2,646$           131$              16$                2,793$           
Provision for credit losses 168                31                  26                  225                
Loans charged-off -                 -                 (21)                 (21)                 
Recoveries -                 -                 7                    7                    

Balance, December 31, 2024 2,814$           162$              28$                3,004$           
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There was no activity impacting the allowance for credit losses for HTM securities during the 
years ended December 31, 2025, and 2024.   
 
The following table presents the allowance for credit losses for unfunded commitments. 
 

 
The following table presents a breakdown of the provision for credit losses: 
 

 
Note 5.  Premises and Equipment 
 
The following table presents a summary of the cost and accumulated depreciation of premises 
and equipment:  

 
For the years ended December 31, 2025, and 2024, depreciation expenses were $475 
thousand and $293 thousand, respectively. 
 
Total rent expenses on property and equipment for the years ended December 31, 2025, and 
2024 totaled $41 thousand and $38 thousand, respectively. 
 
Note 6.  Related Party Transactions 
 
Executive officers, directors and their affiliates had outstanding loans of $2.5 million and $2.8 
million on December 31, 2025, and 2024, respectively, which included unfunded commitments 
of $587 thousand and $435 thousand, respectively.  During the year ended December 31, 2024, 
total principal additions and repayments were $451 thousand and $898 thousand, respectively.  
Related party deposits were $4.3 million and $2.9 million at December 31, 2025, and 2024, 
respectively.  These transactions occurred in the ordinary course of business on substantially 
the same terms as those prevailing at the time for comparable transactions with unrelated 
persons. 
 

(Dollars in thousands) 2025 2024
Allowance for Credit Losses for Unfunded Commitments:
Beginning Balance 123$              153$              

Recovery of credit losses (5)                   (30)                 
Write-offs -                 -                 
Recoveries -                 -                 

Ending Balance 118$              123$              

December 31,

(Dollars in thousands) 2025 2024
Provision for credit losses:
Provision for loans 226$              225$              
Provision for HTM securities -                 -                 
Recovery of unfunded commitments (5)                   (30)                 
Total 221$              195$              

December 31,

(Dollars in thousands) 2025 2024
Land 1,766$           3,696$           
Building and improvements 9,705             8,810             
Furniture, fixtures and equipment 3,267             2,818             
Software 89                  89                  

14,827$         15,413$         
Less accumulated depreciation 3,329             3,107             

11,498$         12,306$         

December 31, 



27 
 

Note 7.  Time Deposits 
 
The following table presents remaining maturities on time deposits: 
  

 
The Company obtains certain deposits through the efforts of third-party brokers.  At December 
31, 2025, and 2024, brokered deposits totaled $153.3 million, and $83.1 million, respectively, 
and were included in time deposits on the consolidated balance sheets.  The aggregate 
amounts of time deposits in denominations of $250 thousand or more were $59.6 million at 
December 31, 2025, and 2024.    
 
Note 8.  Borrowings 
 
Federal Home Loan Bank (“FHLB”) 
The Company had a credit line available with the FHLB totaling $202.7 million at December 31, 
2025. The Company had advances outstanding of $49.9 million as of December 31, 2025, and 
2024. These advances were secured by a blanket floating lien on real estate mortgage loans 
secured by 1-to-4 family residential properties.  Total lendable collateral value under the blanket 
lien was $79.7 million and $66.5 million as of December 31, 2025, and 2024, respectively.   
 
The following table presents the contractual maturities of FHLB advances as of December 31, 
2025:  

 
Federal Reserve Bank (“FRB”) 
The Company has a credit facility with the FRB secured by a blanket floating lien on commercial 
real estate mortgage loans, commercial loans, and certain qualifying securities. The Company 
had advances outstanding of $28.0 million as of December 31, 2025.  There were no 
outstanding amounts at December 31, 2024. The lendable collateral value under the blanket lien 
amounted to approximately $225.2 million and $270.9 million as of December 31, 2025, and 
2024, respectively.  
  
Other Borrowings 
The Company had unsecured federal fund lines available with correspondent banks totaling 
$15.5 million at December 31, 2025, and 2024.  There were no amounts outstanding under 
these lines at December 31, 2025, and 2024.   
 
  

(Dollars in thousands) December 31, 2025
2026 218,476$                  
2027 23,686                      
2028 21,753                      
2029 6,056                        
2030 71,913                      
Thereafter 15,000                      

356,884$                  

(Dollars in thousands) Balance Rate
2026 19,900$         3.38%
2027 -                 -                 
2028 30,000           4.16%
Total 49,900$         3.85%
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Note 9.  Subordinated Debt 
 
On October 17, 2025, the Company issued $10.0 million fixed-to-floating rate subordinated 
notes, net of issuance costs of $305 thousand, in a private placement transaction to various 
accredited investors.  The notes have a maturity date of October 17, 2035, and have an annual 
fixed interest rate of 7.00% until October 17, 2030. Thereafter, the notes will have a floating 
interest rate based on three-month secured overnight financing rate (“SOFR”) plus 361 basis 
points from and including January 17, 2031, to the maturity date or any early redemption 
date. Interest will be paid semi-annually, in arrears, on April 17 and October 17 of each year 
during the time that the notes remain outstanding through the fixed interest rate period or earlier 
redemption date. Interest will be paid quarterly, in arrears, on January 17, April 17, July 17, and 
October 17 throughout the floating interest rate period or earlier redemption date. 
 
On February 25, 2022, the Company issued $14.0 million fixed-to-floating rate subordinated 
notes, net of issuance costs of $328 thousand, in a private placement transaction to various 
accredited investors.  The notes have a maturity date of March 1, 2032, and have an annual 
fixed interest rate of 4.00% until March 1, 2027. Thereafter, the notes will have a floating interest 
rate based on three-month secured overnight financing rate (“SOFR”) plus 227 basis 
points from and including March 1, 2027, to the maturity date or any early redemption 
date. Interest will be paid semi-annually, in arrears, on March 1 and September 1 of each year 
during the time that the notes remain outstanding through the fixed interest rate period or earlier 
redemption date. Interest will be paid quarterly, in arrears, on March 1, June 1, September 1 
and December 1 throughout the floating interest rate period or earlier redemption date. 
 
Note 10.  Income Taxes 
 
The following table presents the tax effects of temporary differences that give rise to significant 
portions of the net deferred tax assets (liabilities): 

 
 
 
  

(Dollars in thousands) 2025 2024
Deferred Tax Assets:

Allowance for credit losses on loans 671$              623$              
Unrealized losses on available for sale securities -                 1,357             
Accrued vacation 81                  83                  
Allowance for credit losses for unfunded commitments 25                  26                  
Allowance for credit losses for held to maturity securities 22                  22                  

799                2,111             
Deferred Tax Liabilities:

Depreciation 269                174                
Unrealized gains on interest rate swaps 465                689                
Unrealized gains on available for sale securities 274                -                 
Deferred loan costs, net 108                101                

1,116             964                

Net deferred tax (liabilities) assets (317)$             1,147$           

December 31,
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The Company’s pre-tax earnings are derived solely from domestic sources.  The provision for 
income taxes charged to operations for the years ended December 31, 2025, and 2024, 
consists of the following: 
 

 

 
The Company paid federal income taxes of $1.7 million and $1.5 million for the years ended 
December 31, 2025, and 2024, respectively. 
 
The Company, in general, is no longer subject to examination by tax authorities for tax years 
prior to 2022. 
 
Note 11.  Derivative Financial Instruments 
 
The Company utilizes derivatives in the form of interest rate swap agreements as part of its 
asset liability management strategy to help manage its interest rate risk position. The notional 
amounts of the interest rate swaps do 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 agreements. The Company does not use derivatives for trading 
or speculative purposes.  
 
Cash flow hedges  
At December 31, 2025, and 2024, the Company had designated four and one interest rate swap 
transactions as cash flow hedges, respectively.  For transactions in which we are hedging the 
variability of cash flows related to a variable-rate asset, liability, or a forecasted transaction, 
changes in the fair value of the derivative instrument are reported in accumulated other 
comprehensive income (loss). The gains and losses on the derivative instrument, which are 
reported in comprehensive income, are reclassified to earnings in the periods in which earnings 
are impacted by the variability of cash flows of the hedged items.  All of the Company's cash 
flow hedges at each period end were hedging future interest payments on base or replacement 
funding. The cash flow hedges mature beginning in 2028 and through 2031. Each of the hedges 
were determined to be effective for the duration of their time outstanding in 2025 and 2024, 
respectively. 
 
  

(Dollars in thousands) 2025 2024
Current federal tax expense 1,544$           1,513$           
Deferred federal tax expense  57                  22                  
Income tax expense 1,601$           1,535$           

(Dollars in thousands)
Amount Percent Amount Percent

Tax at statutory federal rate 1,835$           21.0% 1,603$           21.0%
Tax exempt interest income (147)               (1.7)                (21)                 (0.3)                
Cash surrender value of life insurance (60)                 (0.7)                (58)                 (0.8)                
Other (27)                 (0.3)                11                  0.1                 
Income tax expense 1,601$           18.3% 1,535$           20.0%

2025 2024
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The following table presents the notional amount and fair values of the interest rate swaps 
designated as fair value hedges as of December 31, 2025.  Derivative assets are included in 
other assets and derivative liabilities are included in other liabilities in the Consolidated Balance 
Sheets. 
 

 
(1) Notional amounts are not recorded on the Company’s Consolidated Balance Sheets and are generally 

used only as a basis on which interest and other payments are determined.   
 
The table below presents the effects of the Company’s cash flow hedges on the Consolidated 
Statements of Income. 
 

 

(1)  Recognized as a reduction to interest expense on the Consolidated Statements of Income.   
 
Fair value hedges 
At December 31, 2025 and 2024, the Company had designated fifteen and four interest rate 
swaps as fair value hedges, respectively. Interest rate swaps are designated as fair value hedges 
when they are used to manage exposure to changes in fair value of certain financial assets, 
referred to as the hedged items, which fluctuate in value because of movements in interest 
rates.  These interest rate swaps were designated as fair value hedges of specific fixed-rate 
investment securities or closed portfolios of fixed-rate investment securities using the portfolio 
layer method. The portfolio layer approach allows the Company to designate as the hedged item 
a stated amount of the assets that are not expected to be affected by prepayments, defaults, or 
other factors affecting the timing and amount of cash flows. The fair value hedges mature 
beginning in 2028 and through 2045. Each of the hedges were determined to be effective for 
the duration of their time outstanding in 2025 and 2024, respectively. 
 
The following table presents the notional amount and fair values of the interest rate swaps 
designated as fair value hedges as of December 31, 2025.  Derivative assets are included in 
other assets and derivative liabilities are included in other liabilities in the Consolidated Balance 
Sheets. 

 
(1) Notional amounts are not recorded on the Company’s Consolidated Balance Sheets and are generally 

used only as a basis on which interest and other payments are determined.   
 
  

Notional 
Amount (1)

Notional 
Amount (1)

(Dollars in thousands) Assets Liabilities Assets Liabilities
Designated Cash Flow Hedges:

Interest Rate Swaps on Term Funding 43,000$       -$             (285)$           15,000$       257$            -$             

As of December 31, 
2025 2024

Derivative 
Fair Values

Derivative 
Fair Values

(Dollars in thousands) 2025 2024
Cash Flow hedges:

Interest settlements on derivatives(1) 250$                  271$                  

Years Ended December 31, 

Notional 
Amount (1)

Notional 
Amount (1)

(Dollars in thousands) Assets Liabilities Assets Liabilities
Designated Fair Value Hedges:

Interest Rate Swaps on AFS Securities 193,486$     2,946$         418$            75,565$       3,026$         -$             

As of December 31, 
2025

Derivative 
Fair Values

Derivative 
Fair Values

2024
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The following tables provide information on the carrying amount of hedged assets and the 
cumulative amount of fair value hedging adjustments included in the carrying amount of those 
hedged assets. 
 

 
For portfolio layer fair value hedges, the fair value portfolio level basis adjustments on our 
hedged portfolios of AFS securities have not been attributed to the individual securities in our 
Consolidated Balance Sheets. The following amounts were recorded on the Consolidated 
Balance Sheets related to cumulative basis adjustments for portfolio layer fair value hedges. 
 

 
(1) Amount represents the amortized cost basis of closed portfolios used to designate hedging 

relationships under the portfolio layer method.  The hedged items are layers of the closed portfolio 
that are expected to be remaining at the end of the hedging relationship. 

 
The table below presents the effects of the Company’s fair value hedges on the Consolidated 
Statements of Income. 
 

 
(1) Recognized in interest on securities in the Consolidated Statements of Income. 

 
At December 31, 2025, and 2024, the Company was required to maintain $3.7 million in cash 
collateral with a dealer counterparty for interest rate swap relationships.  
 
Note 12.  Financial Instruments with Off-Balance Sheet Risk 
 
The Company is party to credit related 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 and standby letters of credit.  Such 
commitments involve, to varying degrees, elements of credit and interest rate risk in excess of 
the amount recognized in the consolidated balance sheets. 
 
The Company’s exposure to credit loss is represented by the contractual amount of these 
commitments.  The Company follows the same credit policies in making commitments as it does 
for on-balance sheet instruments. 
 
  

Amortized 
Cost

Cumulative 
Hedging 

Adjustments
Amortized 

Cost

Cumulative 
Hedging 

Adjustments
(Dollars in thousands)

AFS Securities 69,055$             (2,746)$             68,864$             (3,010)$             

December 31, 2025 December 31, 2024

Amortized 
Cost (1)

Cumulative 
Hedging 

Adjustments
Amortized 

Cost (1)

Cumulative 
Hedging 

Adjustments
(Dollars in thousands)

AFS Securities 100,488$          244$                  7,714$               (12)$                  

December 31, 2025 December 31, 2024

2025 2024
(Dollars in thousands)
Fair Value Hedges:

Change in fair value of interest rate swaps hedging investment securities (1) (498)$                3,094$               
Change in fair value of hedged investment securities (1) 521                    (3,092)               
Interest settlements on derivatives (1) 687                    700                    
Income on fair value hedges 710$                  702$                  

Years Ended December 31, 
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The following table presents outstanding financial instruments whose contract amounts 
represent credit risk: 
 

 
Commitments to extend credit are agreements to lend to a customer if 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.  The commitments for equity lines 
of credit may expire without being drawn upon.  Therefore, the total commitment amounts do 
not necessarily represent future cash requirements.  The amount of collateral obtained, if 
deemed necessary, is based on management’s credit evaluation of the customer. 
 
Unfunded commitments under commercial lines of credit, revolving credit lines and overdraft 
protection agreements are commitments for possible future extensions of credit to existing 
customers.  These lines of credit usually do not contain a specified maturity date and may not be 
drawn upon to the total extent to which the Company is committed.  The amount of collateral 
obtained, if it is deemed necessary by the Company, is based on management’s credit 
evaluation of the customer. 
 
Commercial and standby letters of credit are conditional commitments issued by the Bank to 
guarantee the performance of a customer to a third party.  Those letters of credit are primarily 
issued to support public and private borrowing arrangements.  Essentially all letters of credit 
issued have expiration dates within one year.  The credit risk involved in issuing letters of credit 
is essentially the same as that involved in extending loan facilities to customers.  The Company 
generally holds collateral supporting those commitments, if deemed necessary. 
 
Note 13.  Capital Requirements 
 
The Bank is subject to various regulatory capital requirements administered by the federal 
banking agencies. Failure to meet minimum capital requirements can initiate certain mandatory, 
and possibly additional discretionary, actions by regulators that, if undertaken, could have a 
direct material effect on the Company’s and the Bank’s financial statements. Under capital 
adequacy guidelines and the regulatory framework for prompt corrective action, financial 
institutions must meet specific capital guidelines that involve quantitative measures of the Bank’s 
assets, liabilities, and certain off-balance-sheet items as calculated under regulatory accounting 
practices. A financial institution’s capital amounts and classification are subject to qualitative 
judgments by the regulators about components, risk weightings, and other factors. Federal 
banking regulations also impose regulatory capital requirements on bank holding companies; 
however, given the Company has less than $3.0 billion in total assets on a consolidated basis it 
is currently exempt from the consolidated capital requirements. Prompt corrective action 
provisions are not applicable to bank holding companies. 
 
Management believes, as of December 31, 2025, and 2024, that the Bank met all capital 
adequacy requirements to which it was subject.  As of December 31, 2025, the most recent 
notification from the Bank’s primary federal regulator categorized the Bank as well capitalized 

(Dollars in thousands) 2025 2024
Commitments to extend credit 8,063$           12,508$         
Unfunded commitments under lines of credit 64,425           64,929           
Commercial and standby letters of credit 4,105             3,214             

76,593$         80,651$         

December 31,
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under the regulatory framework for prompt corrective action.  To be categorized as well 
capitalized, an institution must maintain minimum total risk-based, Tier 1 risk-based, CET1 risk-
based and Tier 1 leverage ratios, as set forth in the following tables.  There are no conditions or 
events since these notifications that management believes have changed the Bank’s category. 
 
Federal and state banking regulations place certain restrictions on dividends paid and loans or 
advances made by the Bank to the Company. The total amount of dividends that may be paid at 
any date by the Bank is generally limited to the retained earnings of the Bank, while other 
measures of capital adequacy may also restrict the Bank’s ability to declare dividends.   
 
The Bank’s actual capital amounts and ratios, as well as minimum capital requirements, are 
presented in the following tables: 

 
 
Note 14.  Fair Value Measurements 
 
The Company uses fair value measurements to record fair value adjustments to certain assets 
and liabilities and to determine fair value disclosures. The fair value of a financial instrument is 
the price that would be received to sell an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement date. Fair value is best determined 
based upon quoted market prices. However, in many instances, there are no quoted market 
prices for the various financial instruments. In cases where quoted market prices are not 
available, fair values are based on estimates using present value or other valuation techniques. 
Those techniques are significantly affected by the assumptions used, including the discount rate 
and estimates of future cash flows. Accordingly, fair value estimates may not be realized in an 
immediate settlement of the instrument. 
 
Fair value guidance provides a consistent definition of fair value, which focuses on exit price in 
an orderly transaction (that is, not a forced liquidation or distressed sale) between market 
participants at the measurement date under current market conditions. If there has been a 
significant decrease in the volume and level of activity for the asset or liability, a change in 
valuation technique or the use of multiple valuation techniques may be appropriate. In such 
instances, determining the price at which willing market participants would transact at the 
measurement date under current market conditions depends on the facts and circumstances 

Amount Ratio Amount Ratio Amount Ratio
(Dollars in thousands)
As of December 31, 2025:
Total Capital (to Risk Weighted Assets)  $   80,660 19.77%  $   32,644 8.00%  $   40,805 10.00%
Tier 1 Capital (to Risk Weighted Assets)  $   77,218 18.92%  $   24,483 6.00%  $   32,644 8.00%
Common Equity Tier 1 Capital
(to Risk Weighted Assets)  $   77,218 18.92%  $   18,362 4.50%  $   26,523 6.50%
Tier 1 Capital (to Average Assets)  $   77,218 8.95%  $   34,509 4.00%  $   43,137 5.00%
    
As of December 31, 2024:
Total Capital (to Risk Weighted Assets)  $   57,616 16.56%  $   27,838 8.00%  $   34,798 10.00%
Tier 1 Capital (to Risk Weighted Assets)  $   54,383 15.63%  $   20,879 6.00%  $   27,838 8.00%
Common Equity Tier 1 Capital
(to Risk Weighted Assets)  $   54,383 15.63%  $   15,659 4.50%  $   22,619 6.50%
Tier 1 Capital (to Average Assets)  $   54,383 7.87%  $   27,645 4.00%  $   34,556 5.00%

Minimum To Be Well 
Capitalized Under 
Prompt Corrective 
Action Provisions

Minimum Capital 
RequirementActual



34 
 

and requires the use of significant judgment. The fair value is a reasonable point within the 
range that is most representative of fair value under current market conditions.  
 
In accordance with this guidance, financial assets and financial liabilities are generally measured 
at fair value in three levels, based on the markets in which the assets and liabilities are traded, 
and the reliability of the assumptions used to determine fair value.  A financial instrument’s 
categorization within the valuation hierarchy is based upon the lowest level of input that is 
significant to the fair value measurement. 
 

 Level 1 
Valuations based on quoted prices in active markets for identical assets and liabilities.  

 
 Level 2 

Valuations based on quoted prices for assets or liabilities in markets that are not active, 
or quoted prices for similar assets or liabilities or for which all significant inputs are 
observable, either directly or indirectly. 
 

 Level 3 
Valuations based on inputs that are unobservable and deemed significant to the overall 
fair value measurement, including situations where there is little, if any, market activity for 
the asset or liability.     
 

Assets and Liabilities Measured at Fair Value on a Recurring Basis 
 
The following describes the valuation techniques used by the Company to measure certain 
financial assets and liabilities recorded at fair value on a recurring basis in the financial 
statements: 
 

Securities available for sale  
The Company primarily values its investment portfolio using Level 2 fair value measurements 
but may also use Level 1 or Level 3 measurements based on the composition of the portfolio. 
The Company has contracted with a third-party portfolio accounting service for the valuation 
of its securities portfolio. The vendors’ primary source for security valuation is the 
Intercontinental Exchange (ICE).  ICE provides opinions using model-based pricing 
techniques that are partially based on available market data, including prices for similar 
instruments in active markets and prices for identical assets in markets that are not active. 
ICE uses proprietary pricing models and pricing systems, mathematical tools, and judgment 
to determine an evaluated price for a security based upon market information regarding that 
security or securities with similar characteristics.   
 
Derivatives 
 
 Fair value hedges 

The Company recognizes interest rate swaps at fair value. The Company has contracted 
with a third-party to provide valuations for these interest rate swaps using a discounted 
cash flow model. These interest rate swaps are classified as Level 2.  
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 Cash flow hedges 

The Company recognizes its cash flow hedges at fair value. The Company has 
contracted with a third-party vendor to provide valuations for this cash flow hedge using 
a discounted cash flow model. This cash flow hedge is classified as Level 2. 
 

The following table presents the balances of financial assets and liabilities measured at fair value 
on a recurring basis.  

 

 
Assets Measured at Fair Value on a Non-recurring Basis 
The Company may be required, from time to time, to measure and recognize certain assets at 
fair value on a nonrecurring basis.  The following describes the valuation techniques and inputs 
used in determining the fair value of certain assets recorded at fair value on a nonrecurring 
basis in the financial statements. 
 

Individually Evaluated Collateral-Dependent Loans 
Loans for which repayment is substantially expected to be provided through the operation or 
sale of collateral are considered collateral dependent and are valued based on the estimated 
fair value of the collateral, less estimated costs to sell at the reporting date, where applicable. 
Management utilizes various methods to estimate fair value of the collateral including 
appraisals, discounted cashflow and automated valuation methods. Accordingly, collateral-

(Dollars in thousands) Balances Level 1 Level 2 Level 3
Assets
Available for sale securities:

U.S. Treasury securities 68,120$       68,120$       -$             -$             
U.S. government agencies 1,110           -               1,110           -               
State and political subdivisions 102,692       -               102,692       -               
Asset-backed securities 54,010         -               54,010         -               
Mortgage-backed securities:

Agency 78,495         -               78,495         -               
Nonagency 146,242       -               146,242       -               

Total securities available for sale 450,669$     68,120$       382,549$     -$             
Derivatives:

Fair value hedges 2,946           -               2,946           -               
Total assets at fair value 453,615$     68,120$       385,495$     -$             
Liabilities
Derivatives:

Cash flow hedges 285$            -$             285$            -$             
Fair value hedges 418              -               418              -               

Total liabilities at fair value 703$            -$             703$            -$             

Fair Value Measurements 
December 31, 2025

(Dollars in thousands) Balances Level 1 Level 2 Level 3
Assets
Available for sale securities:

U.S. Treasury securities 66,434$       66,484$       -$                 -$             
U.S. government agencies 1,765           -               1,765           -               
Asset-backed securities 69,895         -               69,895         -               
Mortgage-backed securities:

Agency 27,997         -               27,997         -               
Nonagency 121,219       -               121,219       -               

Total securities available for sale 287,310$     66,484$       220,876$     -$             
Derivatives:

Cash flow hedge 257              -               257              -               
Fair value hedges 3,026           -               3,026           -               

Total assets at fair value 290,593$     66,484$       224,159$     -$             

Fair Value Measurements 
December 31, 2024
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dependent loans are classified within Level 3 of the fair value hierarchy. At December 31, 
2025 and 2024, the Bank had no individually evaluated collateral-dependent loans. 
 
Other Real Estate Owned (OREO) 
The carrying amount of real estate owned by the Bank resulting from foreclosures is 
estimated at the lesser of cost or fair value of the real estate based on an observable market 
price or a current appraised value net of selling costs.  If carried at market price based on 
appraised value using observable market data, it is recorded as nonrecurring Level 2.  When 
an appraised value is not available or is not current, or management determines the fair value 
of the real estate is further impaired below the appraised value or there is no observable 
market price, the Bank records the real estate as nonrecurring Level 3.  At December 31, 
2025, and 2024 the Bank held no OREO.  

 
The carrying amount and fair value of the Company’s financial instruments are as follows: 
 

 

(Dollars in thousands)
Carrying 

Value Level 1 Level 2 Level 3
Fair 

Value
Financial assets:

Cash and cash equivalents 2,171$         2,171$         -$             -$             2,171$         
Federal funds sold 335              335              -               -               335              
Interest-bearing deposits in banks 31,847         -               31,847         -               31,847         
Securities held to maturity, net 12,349         986              10,841         -               11,827         
Securities available for sale 450,669       68,120         382,549       -               450,669       
Restricted stock 4,188           -               4,188           -               4,188           
Loans, net 346,672       -               -               346,608       346,608       
Derivatives:

Fair value hedges 2,946           -               2,946           -               2,946           
Bank owned life insurance 10,611         -               10,611         -               10,611         
Accrued interest receivable 3,521           -               3,521           -               3,521           

Total financial assets 865,309$     71,612$       446,503$     346,608$     864,723$     

Financial liabilities:
Deposits 713,580$     -$             715,038$     -$             715,038$     
Short-term borrowings 43,000         -               43,031         -               43,031         
Long-term borrowings 34,900         -               35,259         -               35,259         
Subordinated debt 23,501         -               -               21,613         21,613         
Derivatives:

Cash flow hedges 285              -               285              -               285              
Fair value hedges 418              -               418              -               418              

Accrued interest payable 2,055           -               2,055           -               2,055           
Total financial liabilities 817,739$     -$             796,086$     21,613$       817,699$     

Fair Value Measurements at December 31, 2025
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The Company assumes interest rate risk (the risk that general interest rate levels will change) in 
the normal course of operations. As a result, the fair values of the Company’s financial 
instruments will change when interest rate levels change, and that change may be either 
favorable or unfavorable to the Company. Management attempts to match maturities of assets 
and liabilities to the extent believed necessary to balance minimizing interest rate risk and 
increasing net interest income in current market conditions. However, borrowers with fixed rate 
obligations are less likely to prepay in a rising rate environment and more likely to prepay in a 
falling rate environment. Conversely, depositors who are receiving fixed rates are more likely to 
withdraw funds before maturity in a rising rate environment and less likely to do so in a falling 
rate environment. Management monitors interest rates, maturities and repricing dates of assets 
and liabilities and attempts to manage interest rate risk by adjusting terms of new loans, deposits 
and borrowings and by investing in securities with terms that mitigate the Company’s overall 
interest rate risk. 
 
Note 15.  401(K) Plan 
 
The Bank has adopted a contributory 401(k) profit sharing plan which covers substantially all 
employees. Participating employees may elect to contribute up to the maximum percentage 
allowed by the Internal Revenue Service, as defined in the plan. The Bank contributes 3% of the 
employees’ pay regardless of whether the employees contribute. The Bank also matches 100% 
of the employees’ contribution, up to 4%. Therefore, in combination, the maximum that the Bank 
contributes is 7%. The amount charged to expense for this plan for the years ended December 
31, 2025, and 2024 was $406 thousand and $409 thousand, respectively and is included in 
salaries and employee benefits in the consolidated statements of income. 
 
  

(Dollars in thousands)
Carrying 
Amount Level 1 Level 2 Level 3

Fair 
Value

Financial assets:
Cash and cash equivalents 16,223$       16,223$       -$             -$             16,223$       
Federal funds sold 293              293              -               -               293              
Interest-bearing deposits in other 
financial institutions 27,838         -               27,838         -               27,838         
Securities held to maturity, net 10,406         956              8,406           -               9,362           
Securities available for sale 287,310       66,434         220,876       -               287,310       
Restricted stock 3,887           -               3,887           -               3,887           
Loans, net 317,947       -               -               311,491       311,491       
Derivatives:

Cash flow hedge 257              -               257              -               257              
Fair value hedges 3,026           -               3,026           -               3,026           

Bank owned life insurance 10,328         -               10,328         -               10,328         
Accrued interest receivable 2,618           -               2,618           -               2,618           

Total financial assets 680,133$     83,906$       277,236$     311,491$     672,633$     

Financial liabilities:
Deposits 588,775$     -$             588,751$     -$             588,751$     
Short-term borrowings 15,000         -               15,019         -               15,019         
Long-term borrowings 34,900         -               34,416         -               34,416         
Subordinated debt 13,767         -               -               12,209         12,209         
Accrued interest payable 1,767           -               1,767           -               1,767           

Total financial liabilities 654,209$     -$             639,953$     12,209$       652,162$     

Fair Value Measurements at December 31, 2024
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Note 16.  Other Noninterest Income 
 
The following table presents the significant components of other income:  
 

 
Note 17.  Other Operating Expenses 
 
The following table presents the significant components of other operating expenses:  
 

Note 18.  Accumulated Other Comprehensive Income (Loss) 
 
The following table presents information on changes in accumulated other comprehensive 
income (loss), net of tax.  

 
The Company reclassified gains of $124 thousand and $487 thousand, respectively, for the 
years ended December 31, 2025 and 2024. These reclassifications were reflected in “gains on 
sales of securities, net” in the consolidated statements of income.  The related tax effects of $26 
thousand and $102 thousand were include in “income tax expense” in the consolidated 
statements of income. 
  

(Dollars in thousands) 2025 2024
Wire fees 45$                34$                
Credit card fee income 43                  45                  
Safe deposit box rental 27                  23                  
Rental income -                 12                  
Other noninterest income 36                  17                  
     Total other noninterest income 151$              131$              

Years Ended December 31,

Years Ended December 31,
(Dollars in thousands) 2025 2024
Printing and office supplies 121$              138$              
Telephone expense 186                90                  
Employee training expense 68                  97                  
Other loan expense 102                83                  
Insurance expense 94                  76                  
Directors fees 264                242                
Interchange fee expense 128                79                  
Other miscellaneous losses 227                52                  
Other operating expense 693                470                
     Total other operating expenses 1,883$           1,327$           

(Dollars in thousands)

 Available for 
Sale 

Securities
Cash Flow 

Hedges
Fair Value 

Hedges Total
Balance, December 31, 2024 (5,108)$           222$                2,373$             (2,513)$           
Other comprehensive income (loss) before reclassification 6,369               (430)                (411)                5,528               
Amounts reclassified from accumulated other comprehensive 
income (loss), net of tax $26 (98)                   -                   -                   (98)                   
Net current-period other comprehensive income (loss), 
net of tax of ($1,417) 6,271               (430)                (411)                5,430               
Balance, December 31, 2025 1,163$             (208)$              1,962$             2,917$             

Balance, December 31, 2023 (3,007)$           89$                  (70)$                (2,988)$           
Other comprehensive income before reclassification (1,716)              133                  2,443               860                  
Amounts reclassified from accumulated other comprehensive 
income (loss), net of tax of $102 (385)                -                   -                   (385)                
Net current-period other comprehensive income, 
net of tax of $(445) (2,101)              133                  2,443               475                  
Balance, December 31, 2024 (5,108)$           222$                2,373$             (2,513)$           

Unrealized Gain (Loss) on
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Note 19.  Parent Company Only Financial Statements 
 

 

(Dollars in thousands, except per share data) 2025 2024
Assets
Cash 716$              198$              
Investment in subsidiary 80,134           51,870           
Other assets 727                520                

Total assets 81,577$         52,588$         
Liabilities and Shareholders' Equity
Subordinated debt, net of unamortized issuance costs 23,501$         13,767$         
Other liabilities 338                544                

Total liabilities 23,839$         14,311$         
Shareholders' Equity
Preferred stock, $5.00 par value, 2,000,000 shares authorized, none issued and outstanding -$               -$               
Common stock, $1.00 par value, 10,000,000 shares authorized; 
issued and outstanding: 3,486,272 and 2,956,157 3,486             2,927             
Additional paid-in capital 24,558           17,434           
Retained earnings 26,777           20,429           
Accumulated other comprehensive income (loss), net 2,917             (2,513)            

Total shareholders' equity 57,738$         38,277$         
Total liabilities and shareholders' equity 81,577$         52,588$         

(Dollars in thousands) 2025 2024
Income:  Dividends from subsidiary 1,925$           1,100$           
Expenses:

Interest on subordinated debt 748$              593$              
Salaries and employee benefits 50                  50                  
Professional services 28                  10                  
Other operating expenses 191                175                

Total expenses 1,017             828                
Income before income taxes and equity in undistributed earnings of subsidiary 908                272                
Income tax benefit (211)               (169)               
Income before equity in undistributed earnings of subsidiary 1,119$           441$              
Equity in undistributed earnings of subsidiary 6,020             5,656             
Net Income 7,139$           6,097$           

(Dollars in thousands) 2025 2024
Cash Flows from Operating Activities

Net income 7,139$           6,097$           
Adjustments to reconcile net income to net cash provided by operating activities:

Equity in undistributed earnings of subsidiary (6,020)            (5,656)            
Amortization of subordinated debt issuance costs 40                  33                  
Share-based compensation expense -                 185                
Increase in other assets (207)               (170)               
(Decrease) increase in other liabilities (206)               361                

Net cash provided by operating activities 746$              850$              
Cash Flows from Investing Activities

Capital contribution to the subsidiary (16,814)$        -$               
Net cash (used in) investing activities (16,814)$        -$               

Cash Flows from Financing Activities
Cash dividends paid on common stock (791)$             (591)$             
Issuance of subordinated debt, net of issuance costs 9,694             -                 
Issuance of common stock, net of issuance costs 7,683             -                 
Repurchase of common stock -                 (557)               

Net cash provided by (used in) financing activities 16,586$         (1,148)$          
Net increase (decrease) in cash and cash equivalents 518$              (298)$             

Cash and cash equivalents, beginning 198                496                
Cash and cash equivalents, ending 716$              198$              

Years Ended December 31,

Balance Sheet
December 31,

Statement of Income

Statement of Cash Flows

Years Ended December 31,
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Stock Information 
 
 

Purchasing Stock: 
 
The common stock of Oak View Bankshares, Inc. is publicly traded on the OTC Market Group’s 
OTCID-Basic Market under the ticker symbol OAKV. 
 
Any broker, including online broker platforms, can trade Oak View’s stock. 
 
Current market data is available on the OTC Markets website at www.otcmarkets.com 
 
Contact Information: 
 
Oak View Bankshares, Inc. 
4174 Old Stockyard Road 
P.O. Box 368 
Marshall, Va 20115 (20116) 
540.359.7100 
 
Investor Relations Contact: 
 
Tammy P. Frazier, Executive Vice President and Chief Financial Officer 
tfrazier@oakviewbank.com 
 
 
Stock Transfer Agent: 
 

 
www.Computershare.com 
 
By mail: 
Computershare Investor Services 
P.O. Box 43006 
Providence, RI 02940-3006 
 
By Courier Delivery: 
Computershare Investor Services 
150 Royall Street, Suite 101 
Canton, MA 02021 



Warrenton 		
340 Waterloo Street, Warrenton, Virginia 20186

540.359.7100

Marshall 		
4174 Old Stockyard Road, Marshall, Virginia 20115
540.364.1187

Culpeper 		
450 James Madison Highway, Culpeper, Virginia 22701
540.825.2570

Flint Hill 		
644 Zachary Taylor Highway, Flint Hill, Virginia 22627
540.227.5258
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