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RISK FACTORS 

An investment in our securities involves risks. In evaluating an investment in our securities, you should 
consider carefully the risks described below, which discuss the most significant factors that affect an 
investment in our securities, together with the other information included or incorporated by reference in 
the offering materials you have received, as well as any risk factors set forth in our most recent Annual 
Report. If any of the events described in the following risk factors actually occurs, or if additional risks and 
uncertainties not presently known to us or that we currently deem immaterial, materialize, then our 
business, results of operations and financial condition could be materially adversely affected. If this were 
to happen, the value of your investment could decline and you could lose all or part of your investment.  

The discussion below highlights some important risks we have identified related to our business and 
operations and an investment in our securities, but these should not be assumed to be the only factors 
that could affect our future performance and condition, financial and otherwise. We do not have a policy 
of updating or revising forward-looking statements except as otherwise required by law, and silence by 
management over time should not be construed to mean that actual events are occurring as estimated in 
such forward-looking statements.  

Difficult market conditions and economic trends have adversely affected our industry and our 
business.  

The capital markets began to experience difficult conditions in 2007, which continued through 2008 and 
2009 and into 2010, producing uncertainty in the financial markets in general and a related general 
economic downturn. Dramatic declines in the housing market that resulted in decreasing home prices and 
increasing delinquencies and foreclosures negatively impacted the credit performance of mortgage and 
construction loans and resulted in significant write-downs of assets by many financial institutions. In 
addition, the values of real estate collateral supporting many loans have declined and may continue to 
decline. These general downward economic trends, the reduced availability of commercial credit and 
increasing unemployment have all negatively impacted the credit performance of commercial and 
consumer credit and resulted in additional write-downs. Concerns over the stability of the financial 
markets and the economy have resulted in decreased lending by financial institutions to their customers 
and to each other. This market turmoil and tightening of credit has led to increased commercial and 
consumer deficiencies, lack of customer confidence, increased market volatility and widespread reduction 
in general business activity. The resulting economic pressure on consumers and businesses and the lack 
of confidence in the financial markets have adversely affected our business, financial condition, results of 
operations and share price and may continue to do so. Also, our ability to assess the creditworthiness of 
customers and to estimate the losses inherent in our credit exposure is made more complex by these 
difficult market and economic conditions. Business activity across a wide range of industries and regions 
is greatly reduced and local governments and many companies are in serious difficulty due to the lack of 
consumer spending and the lack of liquidity in the credit markets. Any worsening of current conditions or 
slowing of any economic recovery would have an adverse effect on us, our customers and the other 
financial institutions in our market. As a result, we may experience increases in foreclosures, 
delinquencies and customer bankruptcies.  

Recent negative developments in the financial industry and the domestic and international credit 
markets may adversely affect our operations and results.  

Negative developments in the global credit and securitization markets have resulted in uncertainty in the 
financial markets in general with the expectation of the general economic downturn continuing for an 
indefinite period. As a result of this “credit crunch,” commercial as well as consumer loan portfolio 
performances have deteriorated at many institutions and the competition for deposits and quality loans 
has increased significantly. In addition, the values of real estate collateral supporting many commercial 
loans and home mortgages have declined and may continue to decline. Global securities markets, and 
bank holding company stock prices in particular, have been negatively affected, as has the ability of 
banks and bank holding companies to raise capital or borrow in the debt markets. Bank regulatory 
agencies are expected to be active in responding to concerns and trends identified in examinations, 
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including the expected issuance of many formal enforcement orders. Negative developments in the 
financial industry and the domestic and international credit markets, and the impact of new legislation in 
response to those developments, may negatively impact our operations by restricting our business 
operations, including our ability to originate or sell loans, and adversely impact our financial performance. 
We can provide no assurance regarding the manner in which any new laws and regulations will affect us.  

We have a concentration of credit exposure in commercial real estate and a downturn in 
commercial real estate could adversely affect our business, financial condition, and results of 
operations.  

Approximately 36% of our loan portfolio is secured by commercial real estate. Loans secured by 
commercial real estate are generally viewed as having more risk of default than loans secured by 
residential real estate or consumer loans because repayment of the loans often depends on the 
successful operation of the property, the income stream of the borrowers, the accuracy of the estimate of 
the property’s value at completion of construction, and the estimated cost of construction. Such loans are 
generally more risky than loans secured by residential real estate or consumer loans because those loans 
are typically not secured by real estate collateral. An adverse development with respect to one lending 
relationship can expose us to a significantly greater risk of loss compared with a single-family residential 
mortgage loan because we typically have more than one loan with such borrowers. Additionally, these 
loans typically involve larger loan balances to single borrowers or groups of related borrowers compared 
with single-family residential mortgage loans. Therefore, the deterioration of one or a few of these loans 
could cause a significant decline in the related asset quality. In addition, many economists believe that 
deterioration in income producing commercial real estate is likely to worsen as vacancy rates continue to 
rise and absorption rates of existing square footage and/or units continue to decline. Because of the 
general economic slowdown we are currently experiencing, these loans represent higher risk and could 
result in a sharp increase in loans charged-off and could require us to significantly increase our allowance 
for loan losses, which could have a material adverse impact on our business, financial condition, results 
of operations, and cash flows.  

A significant portion of our loan portfolio is secured by real estate, and events that negatively 
impact the real estate market could hurt our business.  

Approximately 73% of our loans are secured by real estate. The real estate collateral in each case 
provides an alternate source of repayment in the event of default by the borrower and may deteriorate in 
value during the time the credit is extended. We have identified credit concerns with respect to certain 
loans in our loan portfolio which are primarily related to the downturn in the real estate market. The real 
estate market has been substantially impacted by the current economic environment, increased levels of 
inventories of unsold homes, and higher foreclosure rates. As a result, property values for this type of 
collateral have declined substantially and market appraisal assumptions continue to trend downward 
significantly. In some cases, this downturn has resulted in a significant impairment to the value of our 
collateral and our ability to sell the collateral upon foreclosure. As a result, we incurred substantially 
higher charge-offs in recent years and increased our allowance for loan losses to address the probable 
credit risks inherent within our loan portfolio. Further deterioration in the Pennsylvania real estate market 
may cause us to adjust our opinion of the level of credit quality in our loan portfolio. Such a determination 
may lead to an additional increase in our provisions for loan losses, which could also adversely impact 
our business, financial condition, and results of operations.  

Our allowance for loan losses may not be adequate to cover actual future losses.  

We maintain an allowance for loan losses to cover probable and incurred loan losses. Every loan we 
make carries a certain risk of non-repayment, and we make various assumptions and judgments about 
the collectability of our loan portfolio including the creditworthiness of our borrowers and the value of the 
real estate and other assets serving as collateral for the repayment of loans. Through a periodic review 
and consideration of the loan portfolio, management determines the amount of the allowance for loan 
losses by considering general market conditions, credit quality of the loan portfolio, the collateral 
supporting the loans and performance of customers relative to their financial obligations with us. The 
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amount of future losses is susceptible to changes in economic, operating and other conditions, including 
changes in interest rates, which may be beyond our control, and these losses may exceed current 
estimates. We cannot fully predict the amount or timing of losses or whether the loss allowance will be 
adequate in the future. If our assumptions prove to be incorrect, our allowance for loan losses may not be 
sufficient to cover losses inherent in our loan portfolio, resulting in additions to the allowance. Excessive 
loan losses and significant additions to our allowance for loan losses could have a material adverse 
impact on our financial condition and results of operations.  

We may be required to make further increases in our provisions for loan losses and to charge off 
additional loans in the future, which could materially adversely affect us.  

There is no precise method of predicting loan losses. We can give no assurance that our allowance for 
loan losses is or will be sufficient to absorb actual loan losses. We maintain an allowance for loan losses, 
which is a reserve established through a provision for loan losses charged to expense, that represents 
management’s best estimate of probable incurred losses within the existing portfolio of loans. The level of 
the allowance reflects management’s evaluation of, among other factors, the status of specific impaired 
loans, trends in historical loss experience, delinquency trends, credit concentrations and economic 
conditions within our market area. The determination of the appropriate level of the allowance for loan 
losses inherently involves a high degree of subjectivity and judgment and requires us to make significant 
estimates of current credit risks and future trends, all of which may undergo material changes. Changes 
in economic conditions affecting borrowers, new information regarding existing loans, identification of 
additional problem loans and other factors, both within and outside of our control, may require us to 
increase our allowance for loan losses. Increases in nonperforming loans have a significant impact on our 
allowance for loan losses.  

In addition, bank regulatory agencies periodically review our allowance for loan losses and may require 
us to increase the provision for loan losses or to recognize further loan charge-offs, based on judgments 
that differ from those of management. If loan charge-offs in future periods exceed our allowance for loan 
losses, we will need to record additional provisions to increase our allowance for loan losses. 
Furthermore, growth in our loan portfolio would generally lead to an increase in the provision for loan 
losses. Generally, increases in our allowance for loan losses will result in a decrease in net income and 
stockholders’ equity, and may have a material adverse effect on our financial condition, results of 
operations and cash flows. Material additions to our allowance could also materially decrease our net 
income.  

We extend credit to a variety of customers based on internally established standards and 
judgment. We manage credit risk through a program of underwriting standards, the review of 
certain credit decisions and an on-going process of assessment of the quality of the credit 
already extended. Our credit standards and on-going process of credit assessment might not 
protect us from significant credit losses.  

We take credit risk by virtue of making loans, extending loan commitments and letters of credit (and, to a 
lesser degree, purchasing non-governmental securities). Our exposure to credit risk is managed through 
the use of consistent underwriting standards that emphasize “in-market” lending while avoiding highly 
leveraged transactions as well as excessive industry and other concentrations. We employ risk 
management techniques to ensure that loans adhere to corporate policy and problem loans are promptly 
identified. While these procedures are designed to provide us with the information needed to implement 
policy adjustments where necessary, and to take proactive corrective actions, there can be no assurance 
that such measures will be effective in avoiding undue credit risk.  

Changes in economic and political conditions could adversely affect our earnings.  

Our success depends, to a certain extent, upon economic and political conditions, local and national, as 
well as governmental monetary policies. Conditions such as inflation, recession, unemployment, changes 
in interest rates, money supply and other factors beyond our control may adversely affect our asset 
quality, deposit levels and loan demand and, therefore, our earnings. Because we have a significant 



4 
3045623v6 

amount of real estate loans, additional decreases in real estate values could adversely affect the value of 
property used as collateral and our ability to sell the collateral upon foreclosure. Adverse changes in the 
economy may also have a negative effect on the ability of our borrowers to make timely repayments of 
their loans, which would have an adverse impact on our earnings. If during a period of reduced real estate 
values we are required to liquidate the collateral securing a loan to satisfy the debt or to increase our 
allowance for loan losses, it could materially reduce our profitability and adversely affect our financial 
condition. The substantial majority of our loans are to individuals and businesses in central Pennsylvania. 
Consequently, further significant declines in the economy in central Pennsylvania could have a materially 
adverse effect on our financial condition and results of operations. It is uncertain when the negative credit 
trends in our market will reverse and, therefore, future earnings are susceptible to further declining credit 
conditions in the market in which we operate.  

Recent legislation and administrative actions authorizing the U.S. government to take direct 
actions within the financial services industry may not stabilize the U.S. financial system.  

The Emergency Economic Stabilization Act of 2008 (“EESA”) was enacted on October 3, 2008. Under 
EESA, the U.S. Treasury has the authority to, among other things, invest in financial institutions and 
purchase up to $700 billion of troubled assets and mortgages from financial institutions for the purpose of 
stabilizing and providing liquidity to the U.S. financial markets. Under the U.S. Treasury’s Capital 
Purchase Program, it committed to purchase up to $250 billion of preferred stock and warrants in eligible 
institutions. EESA also temporarily increased FDIC deposit insurance coverage to $250,000 per depositor 
through December 31, 2009, which was recently permanently increased to $250,000 under the Dodd-
Frank Wall Street Reform Act (the “Dodd-Frank Act”).  

On February 10, 2009, the U.S. Treasury announced the Financial Stability Plan which, among other 
things, provides a forward-looking supervisory capital assessment program that is mandatory for banking 
institutions with over $100 billion of assets and makes capital available to financial institutions qualifying 
under a process and criteria similar to the U.S. Treasury’s Capital Purchase Program. In addition, the 
American Recovery and Reinvestment Act of 2009 (“ARRA”) was signed into law on February 17, 2009, 
and includes, among other things, extensive new restrictions on the compensation and governance 
arrangements of financial institutions.  

On July 21, 2010, the President signed into law the Dodd-Frank Act, a comprehensive regulatory 
framework that will affect every financial institution in the U.S. The Dodd-Frank Act includes, among other 
measures, changes to the deposit insurance and financial regulatory systems, enhanced bank capital 
requirements and provisions designed to protect consumers in financial transactions. Regulators 
agencies will implement new regulations in the future which will establish the parameters of the new 
regulatory framework and provide a clearer understanding of the legislation’s effect on banks. The 
changes resulting from the Dodd-Frank Act may impact the profitability of our business activities, require 
changes to certain of our business practices, impose upon us more stringent capital, liquidity, and 
leverage requirements or otherwise adversely affect our business. Among the changes to occur pursuant 
to the Dodd-Frank Act that can be expected to have an effect on us, both currently and prospectively, are 
the following:  

 A new independent consumer financial protection bureau will be established within the Federal 
Reserve Board, empowered to exercise broad regulatory, supervisory and enforcement authority 
with respect to both new and existing consumer financial protection laws;  

 New trust preferred securities will no longer count toward Tier 1 capital, which may limit our ability 
to raise capital;  

 The current prohibition on the payment of interest on all demand deposits will be repealed, 
effective July 21, 2011;  
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 The standard maximum amount of deposit insurance per customer is permanently increased to 
$250,000 and non-interest bearing transaction accounts will have unlimited deposit insurance 
through January 1, 2013;  

 The deposit insurance assessment base calculation will be expanded to equal a depository 
institution’s total assets minus the sum of its average tangible equity during the assessment 
period.  

Numerous actions have been taken by the U.S. Congress, the Federal Reserve Board, the U.S. Treasury, 
the Federal Deposit Insurance Corporation (“FDIC”), the Securities and Exchange Commission (“SEC”) 
and others to address the current liquidity and credit crisis that has followed the sub-prime mortgage 
crisis that commenced in 2007, including the Financial Stability Program adopted by the U.S. Treasury. 
We cannot predict the actual effects of EESA, ARRA, the Dodd-Frank Act, and various other 
governmental, regulatory, monetary and fiscal initiatives which have been and may be enacted on the 
economy, the financial markets, on us. The terms and costs of these activities, or the failure of these 
actions to help stabilize the financial markets, asset prices, market liquidity and a continuation or 
worsening of current financial market and economic conditions, could materially and adversely affect our 
business, financial condition, results of operations, and the price of our common stock.  

Changes in interest rates may negatively affect our earnings and the value of our assets.  

Our earnings and cash flows depend substantially upon our net interest income. Net interest income is 
the difference between interest income earned on interest-earnings assets, such as loans and investment 
securities, and interest expense paid on interest-bearing liabilities, such as deposits and borrowed funds. 
Interest rates are sensitive to many factors that are beyond our control, including general economic 
conditions, competition and policies of various governmental and regulatory agencies and, in particular, 
the policies of the Board of Governors of the Federal Reserve System (the “Federal Reserve Board”). 
Changes in monetary policy, including changes in interest rates, could influence not only the interest we 
receive on loans and investment securities and the amount of interest we pay on deposits and 
borrowings, but such changes could also affect: (1) our ability to originate loans and obtain deposits; 
(2) the fair value of our financial assets and liabilities, including our securities portfolio; and (3) the 
average duration of our interest-earning assets. This also includes the risk that interest-earning assets 
may be more responsive to changes in interest rates than interest-bearing liabilities, or vice versa 
(repricing risk), the risk that the individual interest rates or rates indices underlying various interest-
earning assets and interest-bearing liabilities may not change in the same degree over a given time 
period (basis risk), and the risk of changing interest rate relationships across the spectrum of interest-
earning asset and interest-bearing liability maturities (yield curve risk), including a prolonged flat or 
inverted yield curve environment. Any substantial, unexpected, prolonged change in market interest rates 
could have a material adverse affect on our financial condition and results of operations.  

Impairment of investment securities, goodwill, other intangible assets, or deferred tax assets 
could require charges to earnings, which could result in a negative impact on our results of 
operations.  

In assessing the impairment of investment securities, we consider the length of time and extent to which 
the fair value has been less than cost, the financial condition and near-term prospects of the issuers, 
whether the market decline was affected by macroeconomic conditions and whether we have the intent to 
sell the debt security or will be required to sell the debt security before its anticipated recovery. Under 
current accounting standards, goodwill and certain other intangible assets with indeterminate lives are no 
longer amortized but, instead, are assessed for impairment periodically or when impairment indicators are 
present. Assessment of goodwill and such other intangible assets could result in circumstances where the 
applicable intangible asset is deemed to be impaired for accounting purposes. Under such 
circumstances, the intangible asset’s impairment would be reflected as a charge to earnings in the period. 
Deferred tax assets are only recognized to the extent it is more likely than not they will be realized. 
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Should our management determine it is not more likely than not that the deferred tax assets will be 
realized, a valuation allowance with a change to earnings would be reflected in the period. 

Future FDIC premiums could be substantially higher and would have an unfavorable effect on 
earnings.  

The bank’s deposits are insured up to applicable limits by the Deposit Insurance Fund of the FDIC (the 
“DIF”) and are subject to deposit insurance assessments to maintain the deposit insurance. As an FDIC-
insured institution, we are required to pay quarterly deposit insurance premium assessments to the FDIC.  
Due to failures of several FDIC-insured depository institutions in the last couple years, and the FDIC’s 
new Temporary Liquidity Guarantee Program, the deposit insurance premium assessments paid by all 
banks have increased. During 2009, our FDIC premiums increased approximately 155%.  To date, we 
have been able to absorb the increase in FDIC premiums.  However, in an effort to avoid larger increases 
in the premiums, the FDIC has already taken action to collect FDIC premiums for the next three years in 
advance. Additionally, the FDIC has indicated that it intends to propose changes to the deposit insurance 
premium assessment system that will shift a greater share of any increase in such assessments onto 
institutions with higher risk profiles. Amendments to the Federal Deposit Insurance Act by the Dodd-Frank 
Act also revise the assessment base against which an insured depository institution’s deposit insurance 
premiums paid to the DIF will be calculated. Under the amendments, the assessment base will no longer 
be the depository institution’s deposit base, but rather its average consolidated total assets less its 
average equity. Additionally, the Dodd-Frank Act makes changes to the minimum designated reserve 
ratio of the DIF, increasing the minimum from 1.15% to 1.35% of the estimated amount of total insured 
deposits and eliminating the requirement that the FDIC pay dividends to depository institutions when the 
reserve ratio exceeds certain thresholds. As a result, we anticipate our future insurance costs to be 
substantially higher than in previous periods.  

Although we cannot predict what the insurance assessment rates will be in the future, further deterioration 
in either risk-based capital ratios or adjustments to our base assessment rates could have a material 
adverse impact on our business, financial condition, results of operations, and cash flows.  

The supervision and regulation to which the Company is subject can be a competitive 
disadvantage.  
 
The operations of the Company and the Bank are heavily regulated and will be affected by present and 
future legislation, including the Dodd-Frank Act, and by the policies established from time to time by 
various federal and state regulatory authorities.  In particular, the monetary policies of the Federal 
Reserve have had a significant effect on the operating results of banks in the past, and are expected to 
continue to do so in the future. Among the instruments of monetary policy used by the Federal Reserve to 
implement its objectives are changes in the discount rate charged on bank borrowings and changes in the 
reserve requirements on bank deposits. It is not possible to predict what changes, if any, will be made to 
the monetary policies of the Federal Reserve or to existing federal and state legislation or the effect that 
such changes may have on the future business and earnings prospects of the Company.  

The Company is subject to changes in federal and state tax laws as well as changes in banking and 
credit regulations, accounting principles and governmental economic and monetary policies.  

During the past several years, significant legislative attention has been focused on the regulation and 
deregulation of the financial services industry. Non-bank financial institutions, such as securities 
brokerage firms, insurance companies and money market funds, have been permitted to engage in 
activities that compete directly with traditional bank business.  

If the Company fails to maintain an effective system of internal controls, it may not be able to 
accurately report its financial results or prevent fraud. As a result, current and potential 
shareholders could lose confidence in the Company’s financial reporting, which could harm its 
business and the trading price of its common stock.  
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The Company is not subject to the requirements of Section 404 of the Sarbanes-Oxley Act of 2002 and 
the related regulations, which require annual management assessments of the effectiveness of the 
Company’s internal controls over financial reporting and a report by the Company’s independent auditors 
on the effectiveness of the Company’s internal control. As a result, the Company is not subject to the 
same standards as companies who are required to comply with the Sarbanes-Oxley Act Section 404 and 
may not have invested as much time or resources into developing internal controls and procedures as 
companies who are subject to Sarbanes-Oxley Section 404.  If the Company fails to meet the 
expectations of investors with respect to the design or operating effectiveness of its internal controls over 
financial reporting or fails to prevent fraud, current and potential shareholders could lose confidence in the 
Company’s financial reporting, which could harm its business and the trading price of its common stock.  

Changes in accounting standards may adversely impact our results of operation. 
  
Our accounting policies and methods are fundamental to how we record and report our financial condition 
and results of operations. From time to time the Financial Accounting Standards Board (FASB) changes 
the financial accounting and reporting standards that govern the preparation of our financial statements. 
These changes can be hard to predict and can materially impact how we record and report our financial 
condition and results of operations. In some cases, we could be required to apply a new or revised 
standard retroactively, resulting in our restating prior period financial statements.  

We face strong competition for customers, which could prevent us from obtaining customers and 
may cause us to pay higher interest rates to attract customers.  

The banking business is highly competitive, and we experience competition in our market from many 
other financial institutions. We compete with commercial banks, credit unions, savings and loan 
associations, mortgage banking firms, consumer finance companies, securities brokerage firms, 
insurance companies, money market funds, and other mutual funds, as well as other super-regional, 
national, and international financial institutions that operate offices in our primary market areas and 
elsewhere. We compete with these institutions both in attracting deposits and in making loans. In 
addition, we have to attract our customer base from other existing financial institutions and from new 
residents. Many of our competitors are well-established, larger financial institutions. These institutions 
offer some services, such as extensive and established branch networks, that we do not provide. There is 
a risk that we will not be able to compete successfully with other financial institutions in our market, and 
that we may have to pay higher interest rates to attract deposits, resulting in reduced profitability. In 
addition, competitors that are not depository institutions are generally not subject to the extensive 
regulations that apply to us.  

Our failure to keep up with technological advances within our industry could result in our being 
less efficient and less effective in attracting customers to our business model. 
  
The market for financial services is increasingly affected by advances in technology, including 
developments in telecommunications, data processing, computers, automation, Internet-based banking 
and telebanking. Our ability to compete successfully in our markets may depend on the extent to which 
we are able to exploit such technological changes. However, we can provide no assurance that we will be 
able to properly or timely anticipate or implement such technologies or properly train our staff to use such 
technologies. Any failure to adapt to new technologies could adversely affect our business, financial 
condition or operating results.  

We may not be able to attract and retain skilled people.  

Our success depends, in large part, on our ability to attract and retain key people. Competition for the 
best people in most activities in which we engage can be intense, and we may not be able to retain or 
hire the people we want or need. In order to attract and retain qualified employees, we must compensate 
our employees at market levels. If we are unable to continue to attract and retain qualified employees, or 
do so at rates necessary to maintain our competitive position, our performance, including our competitive 
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position, could suffer, and, in turn, adversely affect our business, financial condition and results of 
operations.  

The soundness of other financial institutions could adversely affect us.  

Our ability to engage in routine funding transactions could be adversely affected by the actions and 
commercial soundness of other financial institutions. Financial services institutions are interrelated as a 
result of trading, clearing, counterparty or other relationships. We have exposure to many different 
industries and counterparties, and we routinely execute transactions with counterparties in the financial 
industry. As a result, defaults by, or even rumors or questions about, one or more financial services 
institutions, or the financial services industry generally, have led to market-wide liquidity problems and 
could lead to losses or defaults by us or by other institutions. Many of these transactions expose us to 
credit risk in the event of default of our counterparty or client. In addition, our credit risk may be 
exacerbated when the collateral that we hold cannot be realized upon or is liquidated at prices insufficient 
to recover the full amount of the loan. We cannot assure you that any such losses would not materially 
and adversely affect our business, financial condition or results of operations.  

We are subject to the risk of third-party failures to meet contractual and other obligations to the 
Company and the Bank, which could adversely impact our operations. 
  
Third parties provide key components of the business infrastructure such as Internet connections and 
network access. Any disruption in Internet, network access or other voice or data communication services 
provided by these third parties or any failure of these third parties to handle current or higher volumes of 
use could affect adversely the ability to deliver products and services to clients and otherwise to conduct 
business. Technological or financial difficulties of a third-party service provider could affect adversely the 
business to the extent those difficulties result in the interruption or discontinuation of services provided by 
that party.  

If we were to grow in the future, we may need to raise additional capital in the future, but that 
capital may not be available when it is needed.  

We are required by regulatory authorities to maintain adequate levels of capital to support our operations. 
If we grow in the future, we may need to raise additional capital. Our ability to raise additional capital, if 
needed, will depend in part on conditions in the capital markets at that time, which are outside our control. 
Accordingly, we cannot assure you of our ability to raise additional capital, if needed, on terms acceptable 
to us. If we cannot raise additional capital on acceptable terms when needed, our ability to expand our 
operations through internal growth and acquisitions could be materially impaired. In addition, if we decide 
to raise additional equity capital, your interest could be diluted.  

We may face risks with respect to expansion through acquisitions or mergers.  

From time to time we may seek to acquire other financial institutions or parts of those institutions. We may 
also expand into new markets or lines of business or offer new products or services. These activities 
would involve a number of risks, including:  

 the potential inaccuracy of the estimates and judgments used to evaluate credit, operations, 
management, and market risks with respect to a target institution;  

 the time and costs of evaluating new markets, hiring or retaining experienced local management, 
and opening new offices and the time lags between these activities and the generation of 
sufficient assets and deposits to support the costs of the expansion;  

 the incurrence and possible impairment of goodwill associated with an acquisition and possible 
adverse effects on our results of operations; and  
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 the risk of loss of key employees and customers.  

We may incur substantial costs to expand, and such expansion may not result in the levels of profits we 
seek. Integration efforts for any future mergers and acquisitions may not be successful and following any 
future merger or acquisition, after giving it effect, we may not achieve our expected benefits of the 
acquisition within the desired time frame, if at all.  

We depend on our subsidiaries for dividends, distributions and other payments.  

As a bank holding company, we are a legal entity separate and distinct from our subsidiaries. Our 
principal source of funds to pay dividends on our common shares is dividends from these subsidiaries. In 
the event our subsidiaries become unable to pay dividends to us, we may not be able to pay dividends on 
our common shares. Accordingly, our inability to receive dividends from our subsidiaries could also have 
a material adverse effect on our business, financial condition and results of operations.  

Federal and state statutory provisions and regulations limit the amount of dividends that our banking and 
other subsidiaries may pay to us without regulatory approval. Our banking subsidiaries generally may not, 
without prior regulatory approval, pay a dividend in an amount greater than their undivided profits.  

An investment in our securities is not an insured deposit. 

Our securities are not bank deposits and, therefore, are not insured against loss by the FDIC, any other 
deposit insurance fund or by any other public or private entity.  Investment in our securities is inherently 
risky and is subject to the same market forces that affect the price of securities in any company.  As a 
result, if you acquire our securities, you may lose some or all of your investment. 

 


