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To be the                        in Maryland for
our colleagues, clients, community,
and shareholders. 

To be the          financial partner for
our clients. 



As I reflect on the past fiscal year, I am proud to report on the
achievements Woodsboro Bank has made in serving our stakeholders.
Our financial performance is highlighted by an eighth consecutive year
of growth in both assets and earnings. Our efforts have also been
recognized within the local community, as we were named the Best Bank
in the Frederick News-Post “Best of the Best” competition for the sixth
consecutive year. 

Additionally, we received awards for Best Mortgage Lender and Best
Place to Work. We were also awarded Frederick Magazine’s “Best of 
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Shareholder Letter

Frederick” Best Bank designation. These accomplishments affirm our progress toward our
vision: being the best Bank in Maryland for our colleagues, clients, community, and you, the
shareholders.

For the year ending 2025, we generated net income of $4.4 million, an increase of 18% over net
income of $3.7 million for 2024. Basic and diluted earnings per share were $11.08 and $9.36 for
the year ended December 31, 2025, and 2024, respectively. The primary driver of this growth
was a $2.0 million increase in interest income, fueled by loan growth and rising interest rates,
which enabled us to achieve a stronger net interest margin. In addition, net income was
affected by losses on the sale of securities in the amount of $728,000 which was a strategic
action designed to better position the portfolio for improved returns in the future.

Total assets grew by $17.1 million, or 3.90%, reaching $455.6 million as of December 31, 2025,
compared to $438.5 million at the end of 2024. Loans, net of the allowance for loan losses,
increased by $17.3 million to $325.1 million, up from $307.8 million a year earlier. With this loan
growth, our net loan to deposit ratio rose to 77.8%. The loan growth demonstrates an increasing
trend of small and mid-sized businesses choosing Woodsboro Bank over larger competitors,
and we aim to leverage our growing brand recognition in future business development efforts.

Our deposits grew $6.7 million to $417.9 million as of December 31, 2025. The growth in deposits
in 2025 was driven by a combination of competitive products, attractive pricing and
exceptional client service. By listening to our clients’ needs and enhanced value-driven deposit
products, we deepen relationships, allowing us to attract new business clients and individual
depositors. The deposit growth strengthens liquidity enabling us to support lending and
investment activities while maintaining a healthy balance sheet. Our liquidity position remains
robust, with $21.3 million in cash and cash equivalents available to fund loans, investments,
and strategic initiatives.
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Shareholders’ equity totaled $31.9 million as of December 31, 2025, compared to $24.1 million a
year prior. Book values per share were $80.70 and $60.74 at December 31, 2025 and 2024,
respectively. The Bank’s regulatory capital ratios grew positively during 2025 and remain in
excess of applicable regulatory requirements for a well-capitalized institution. 

Throughout 2025, the Bank experienced continued growth and change. The Board of Directors
welcomed Jon A. Holmes, the Managing Partner of local accounting firm LSWG, and announced
plans to add Dwayne M. Myers, a principal owner of Dynamic Automotive, in early 2026. Both
are respected business leaders in the Frederick community. Their expertise and experience
will be invaluable as we pursue our strategic objectives. We also bid farewell to Scott Ryser,
who retired from Yakabod and stepped down from the Board. We thank Scott for his dedicated
service, especially in governance and information technology.

2025 also marked the retirement of Stephen K. Heine, who served as President & CEO for nine
years. We are extremely grateful for Steve’s efforts in making my transition into this role
seamless and for his ongoing commitment and dedication to the Bank as an active Board
member.

Looking back at 2025, we entered the year with three guiding themes: Having Fun, Building It
To Last, and Investing In People. These principles are vital to our continued success. Banking is
a serious business, but happy colleagues are more likely to stay and consistently deliver better
client experiences. As we approach our 127th anniversary, we recognize the importance of
investing in our team to adapt to the rapidly evolving financial services landscape. With new
talent difficult to find, we are focused on developing our existing colleagues to meet future
opportunities at Woodsboro Bank.

These themes drove many specific initiatives throughout the year. 2025 was the first full year
under our latest strategic plan, which aims to enhance profitability through sustainable
growth. Key accomplishments included launching our new brand position, “Community Is Our
Business,” on our website and social media, introducing our new mobile Banno online platform
to improve client experience, and developing an internal Leadership Development program.
This leadership initiative, which will continue in future years, is essential for retaining and
growing younger talent, especially as outside hiring remains challenging. The Bank also
rebranded its mortgage division as Woodsboro Mortgage Services to clarify the full-service
nature of our offerings in this product area. We implemented new technology to stop fraud,
highlighted by Positive Pay improvements. We made strides in the form of a new internal
dashboard to provide managers with better, more insightful data to allow for quicker, data-
based decisions. 
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As we look ahead to 2026, we anticipate challenges but are confident that our strategic plan,
balance sheet, and dedicated colleagues will enable us to continue moving forward successfully.
Like in 2025, we have three new themes for 2026: Managed Growth, Operational Efficiency, and
Living Our Aspirational Values (Results-Driven, Innovation, Client Focused, and Excellence). We
will keep shareholders informed of our progress on these and other initiatives through our
quarterly letters.

In closing, I am humbled to lead this company. We have a special set of ingredients: a wonderful
culture, a group of dedicated and engaged colleagues, a wonderful community to do business,
and a brand that is viewed positively and becoming more well-known.Your support of the Bank
and its mission is as always critical and appreciated, and on behalf of the Board of Directors,
management, and bank colleagues, we thank you for your continued confidence in Woodsboro
Bank.

Sincerely,

Richard H. Ohnmacht, President & CEO 

This letter may contain forward-looking statements, as defined by federal securities laws, which may involve significant risks and
uncertainties. The statements are based on estimates and assumptions made by management in conjunction with other factors
deemed appropriate under the circumstances. Actual results could differ materially from current projections.
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Board of Directors

Back row:  Jason Lee, Danny Severn, Rich Ohnmacht, Fred Manning Middle row: Janet McCurdy,
Gordon Cooley (Chair), Mary Jo Zentz Front row: Steve Heine, Natalie McSherry, Dwayne Myers, Jon
Holmes  

Executive Leadership

Back row: Rich Ohnmacht, Thomas Ramsay, J.R. Delauter Front row: Bethany Lord, Kim Arnold,
Patty Muldoon, Chris Clemons



Financial Highlights

Net Income

2020 2021 2022 2023 2024 2025
$0

$1,000,000

$2,000,000

$3,000,000

$4,000,000

$5,000,000

Total Assets

2020 2021 2022 2023 2024 2025
$0

$100,000,000

$200,000,000

$300,000,000

$400,000,000

$500,000,000

Deposits and Loans

Total Deposits Gross Loans

2020 2021 2022 2023 2024 2025
$0

$100,000,000

$200,000,000

$300,000,000

$400,000,000

$500,000,000

52025

Leverage Ratio

2020 2021 2022 2023 2024 2025
4%

6%

8%

10%

Return on Average Equity

2020 2021 2022 2023 2024 2025
0%

10%

20%

30%

Efficiency Ratio

2020 2021 2022 2023 2024 2025
40%

60%

80%

100%



Community is Our Business



 
 

WOODSBORO BANK 
 

Woodsboro, Maryland 
 

FINANCIAL STATEMENTS 
 

DECEMBER 31, 2025 
 



 

 

C O N T E N T S 
 

Page 
 
INDEPENDENT AUDITOR'S REPORT 3 and 4 
 
FINANCIAL STATEMENTS 
 

Balance sheets 5 
Statements of income 6 
Statements of comprehensive income  7 
Statements of changes in stockholders' equity 8 
Statements of cash flows 9 and 10 
Notes to financial statements 11-43 

 



 

3 

 
 

Independent Auditor’s Report 
 
 
To the Board of Directors and Stockholders 
Woodsboro Bank 
 
 
Opinion 
We have audited the financial statements of Woodsboro Bank (the Bank), which comprise the balance 
sheets as of December 31, 2025 and 2024, the related statements of income, comprehensive income, 
changes in stockholders’ equity, and cash flows for the years then ended, and the related notes to the 
financial statements. 
 
In our opinion, the accompanying financial statements present fairly, in all material respects, the financial 
position of the Bank 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 Bank 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 Bank’s ability to continue as a 
going concern within one year after the date that the financial statements are issued or available to be issued. 
 
Auditor’s Responsibilities for the Audit of the Financial Statements 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free 
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our 
opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not 
a guarantee that an audit conducted in accordance with GAAS will always detect a material misstatement 
when it exists. The risk of not detecting a material misstatement resulting from fraud is higher than for one 
resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or 
the override of internal control. Misstatements are considered material if there is a substantial likelihood 
that, individually or in the aggregate, they would influence the judgment made by a reasonable user based 
on the financial statements. 
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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 Bank’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 Bank’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 president’s letter and financial highlights 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 6, 2026 
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Assets 2025 2024

Cash and due from banks 4,474,650$        4,342,030$        
Interest-bearing deposits in banks 16,866,646        14,054,585        

Cash and cash equivalents 21,341,296$      18,396,615$      
Securities:

Available for sale, at fair value 90,506,077        90,833,872        
Restricted investments, at cost 374,300            356,000            

Loans held for sale - -                    470,541            
Loans, net of allowance for credit losses of

$3,870,042 in 2025 and $3,543,256 in 2024 325,131,819      307,815,296      
Accrued interest receivable 1,331,984          1,202,407          
Bank premises and equipment, net 2,998,219          2,983,476          
Right-of-use assets, net 1,135,155          1,376,020          
Bank owned life insurance 6,911,021          6,739,831          
Other assets 5,856,073          8,304,621          

Total assets 455,585,944$    438,478,679$    

Liabilities and Stockholders' Equity

Liabilities
Deposits:

Non-interest bearing demand deposits 147,829,302$    152,968,574$    
Savings and interest-bearing demand deposits 189,610,060      183,853,110      
Time deposits 80,467,185        74,377,539        

Total deposits 417,906,547$    411,199,223$    

Lease liabilities 1,225,015          1,469,402          
Accrued interest and other liabilities 4,508,913          1,728,964          

Total liabilities 423,640,475$    414,397,589$    
Commitments and Contingent Liabilities

Stockholders' Equity
Common stock, $10 par value; authorized 10,000,000 shares;

outstanding 2025 - 395,861 and 2024 - 396,436 shares 3,958,610$        3,964,360$        
Surplus 3,941,856          3,974,629          
Retained earnings 32,421,784        28,190,558        
Accumulated other comprehensive loss (8,376,781)        (12,048,457)       

Total stockholders’ equity 31,945,469$      24,081,090$      

Total liabilities and stockholders’ equity 455,585,944$    438,478,679$    

See Notes to Financial Statements.

WOODSBORO BANK 

Balance Sheets
December 31, 2025 and 2024
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2025 2024
Interest and Dividend Income:

Interest and fees on loans 18,299,789$      15,700,497$      
Interest and dividends on securities:

Obligations of state and political subdivisions:
    Tax-exempt 474,698             492,459             
    Taxable 140,662             169,618             
Mortgage-backed securities 1,873,321          1,648,190          
Dividend income 23,976               24,756               

Interest on deposits in banks 902,393             1,546,936          
Total interest and dividend income 21,714,839$      19,582,456$      

Interest Expense:
Interest on savings deposits 1,375,448$        1,540,353$        
Interest on time deposits 2,019,601          2,486,335          
Interest on demand deposits 658,340             399,549             
Interest on borrowings 2                        - -                      

Total interest expense 4,053,391$        4,426,237$        

Net interest income 17,661,448$      15,156,219$      

Provision for Credit Losses 460,000             581,000             
Net interest income after provision for credit losses 17,201,448$      14,575,219$      

Non-Interest Income:
Service fees 1,235,988$        1,229,428$        
Income from bank owned life insurance 183,403             493,614             
Loss on sale of securities (728,533)           - -                      
Gain on sale of mortgage loans held for sale 28,126               67,708               
Other income 311,905             150,273             

Total non-interest income 1,030,889$        1,941,023$        

Non-Interest Expense:
Salaries 5,785,162$        5,181,583$        
Employee benefits 1,234,540          1,116,497          
Data processing 1,873,048          1,936,621          
Occupancy 782,988             690,074             
Furniture and equipment 434,428             406,822             
FDIC assessments 255,818             282,000             
Professional fees 878,570             804,873             
Loss on disposal of premises and equipment, net - -                      95,011               
Other expenses 1,115,911          1,169,201          

Total non-interest expense 12,360,465$      11,682,682$      
Income before income taxes 5,871,872$        4,833,560$        

Income Tax Expense 1,478,107          1,118,376          
Net income 4,393,765$        3,715,184$        

Basic and diluted earnings per common share 11.08$               9.36$                 

See Notes to Financial Statements.

WOODSBORO BANK

Statements of Income
For the Years Ended December 31, 2025 and 2024
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2025 2024

Net income 4,393,765$     3,715,184$     
Other comprehensive income (loss):

Unrealized holding gains (losses) on securities available for sale,
net of tax of $ 1,193,610 and $(285,774) 3,143,635$     (752,648)$       

Reclassification for realized losses on securities available for sale,
      net of tax benefit of $200,493 and $0 528,041          - -                 

Other comprehensive income (loss), net of tax 3,671,676$     (752,648)$       

Comprehensive income 8,065,441$     2,962,536$     

See Notes to Financial Statements.

WOODSBORO BANK

Statements of Comprehensive Income 
For the Years Ended December 31, 2025 and 2024

 
 
 



 

8 

Accumulated
Other

Common Retained Comprehensive
Stock Surplus Earnings Loss Total

Balance, December 31, 2023 3,972,210$   4,012,678$  24,594,540$ (11,295,809)$  21,283,619$    
Net income - -               - -              3,715,184     - -                 3,715,184        
Other comprehensive loss - -               - -              - -               (752,648)        (752,648)         
ESOP shares retired (785) (7,850)          (38,049)      - -               - -                 (45,899)           
Cash dividends declared

($.32  per share) - -               - -              (119,166)      - -                 (119,166)         
Balance, December 31, 2024 3,964,360$   3,974,629$  28,190,558$ (12,048,457)$  24,081,090$    

Net income - -               - -              4,393,765     - -                 4,393,765        
Other comprehensive income - -               - -              - -               3,671,676       3,671,676        
ESOP shares retired (575) (5,750)          (32,773)      - -               - -                 (38,523)           
Cash dividends declared

($.41 per share) - -               - -              (162,539)      - -                 (162,539)         
Balance, December 31, 2025 3,958,610$   3,941,856$  32,421,784$ (8,376,781)$    31,945,469$    

See Notes to Financial Statements.

Statements of Changes in Stockholders’ Equity
For the Years Ended December 31, 2025 and 2024

WOODSBORO BANK
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2025 2024
Cash Flows From Operating Activities

Net income 4,393,765$        3,715,184$        
Adjustments to reconcile net income to net cash 

provided by operating activities:
Depreciation of premises and equipment 359,944            298,556            
Amortization of right-of-use assets 240,865            235,293            
Income from cash surrender value of life insurance (183,403)           (493,614)           
Provision for credit losses 460,000            581,000            
Net (income) loss from limited liability companies (121,920)           27,876              
Net loss on sale of securities available for sale 728,533            - -                    
Net gain on sales of loans held for sale (28,126)             (67,708)             
Origination of loans held for sale (1,035,620)         (3,480,859)         
Proceeds from sale of loans held for sale 1,534,287          3,202,808          
Loss on disposal of premises and equipment - -                    95,011              
Deferred income tax (benefit) (71,330)             (112,336)           
Amortization of investment securities, net 73,401              150,989            
(Increase) in accrued interest receivable (129,577)           (130,903)           
Decrease (increase) in other assets 1,217,909          (716,179)           
Increase (decrease) in accrued interest, other liabilities and leases 2,415,562          (335,163)           

Net cash provided by operating activities 9,854,290$        2,969,955$        

Cash Flows From Investing Activities
Proceeds from sales, calls and maturities of available for sale securities 13,251,365$      205,000$           
Proceeds from principal paydowns of available for sale securities 6,720,157          6,391,456          
Purchases of available for sale securities (15,379,883)       (6,628,537)         
Distribution from limited liability company 42,000              30,450              
Purchase of restricted investments (18,300)             (8,800)               
Net increase in loans (17,656,523)       (31,630,589)       
Purchase of premises and equipment, net (374,687)           (1,088,740)         

Net cash used in investing activities (13,415,871)$     (32,729,760)$     

See Notes to Financial Statements.

WOODSBORO BANK 

Statements of Cash Flows
For the Years Ended December 31, 2025 and 2024
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2025 2024
Cash Flows From Financing Activities

Net (decrease) increase in:
Non-interest bearing demand deposits (5,139,272)$       1,768,355$        
Savings and interest-bearing demand deposits 5,756,950          13,396,589        
Time deposits 6,089,646          7,980,200          

ESOP shares retired (38,523)             (45,899)             
Cash dividends paid (162,539)           (119,166)           

Net cash provided by financing activities 6,506,262$        22,980,079$      

Net increase (decrease) in cash and cash equivalents 2,944,681$        (6,779,726)$       

Cash and Cash Equivalents
Beginning of year 18,396,615        25,176,341        

End of year 21,341,296$      18,396,615$      

Supplemental Disclosures of Cash Flow Information
Cash paid during the year for:

Interest 4,069,870$        4,422,301$        

Income taxes 1,458,050$        1,196,439$        

Supplemental Schedule of Noncash Investing and Financing Activities

Unrealized gain (loss) on available for sale securities 5,065,779$        (1,038,422)$       

Right-of-use asset obtained in exchange for new 
operating lease liability - -$                  544,434$           

Proceeds from bank owned life insurance settled in subsequent period - -$                  762,047$           

See Notes to Financial Statements.

For the Years Ended December 31, 2025 and 2024
Statements of Cash Flows (Continued)

WOODSBORO BANK

 
 
 



WOODSBORO BANK 

Notes to Financial Statements 
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Note 1. Summary of Significant Accounting Policies 
 

Nature of Operations 
Woodsboro Bank (the “Bank”) was organized under Maryland law in May 1899 and has been 
continuously serving the community for over 125 years. The Bank provides a variety of 
financial services to individuals and corporate customers in its principal market area of 
Frederick County, Maryland through its five offices in Woodsboro, Frederick, and Thurmont, 
Maryland. The Bank’s primary deposit products are checking and savings accounts and time 
deposits. Its primary lending products are single-family residential, construction and 
commercial loans. 
 
Use of Estimates 
In preparing financial statements in conformity with accounting principles generally accepted 
in the United States of America, management is required to make estimates and assumptions 
that affect the reported amounts of assets and liabilities as of the date of the balance sheet and 
reported amounts of revenues and expenses during the reporting period. Actual results could 
differ from those estimates. Material estimates that are particularly susceptible to significant 
changes in the near term relate to the determination of the allowance for credit losses.  
 
Securities 
Certain debt securities that management has the positive intent and ability to hold to maturity 
may be classified as “held to maturity” and recorded at amortized cost. Trading securities are 
recorded at fair value with changes in fair value included in earnings. Securities not classified 
as held to maturity or trading, are classified as “available for sale” and recorded at fair value, 
with unrealized gains and losses (not related to credit factors) excluded from earnings and 
reported in other comprehensive income (loss), net of tax. Purchase premiums are recognized 
in interest income using the effective interest rate method over the period to maturity or, for 
callable securities, the earliest call date, and purchase discounts are recognized in the same 
manner from purchase to maturity. Gains and losses on the sale of securities are recorded on 
the trade date and are determined using the specific identification method. The Bank classifies 
all securities as available for sale.  
 
Allowance for Credit Losses – Available for Sale Securities 
For available for sale securities in an unrealized loss position, the Bank evaluates the securities 
to determine whether the decline in the fair value below the amortized cost basis (impairment) 
is due to credit-related factors or noncredit-related factors. Any impairment that is not credit 
related is recognized in other comprehensive income (loss), net of applicable taxes. Credit-
related impairment is recognized as an allowance for credit losses (“ACL”) on the balance 
sheet, limited to the amount by which the amortized cost basis exceeds the fair value, with a 
corresponding adjustment to earnings. Both the ACL and the adjustment to net income may be 
reversed if conditions change. However, if the Bank intends to sell an impaired available for 
sale debt security or more likely than not will be required to sell such a security before 
recovering its amortized cost basis, the entire impairment amount must be recognized in 
earnings with a corresponding adjustment to the security’s amortized cost basis. Because the 
security’s amortized cost basis is adjusted to fair value, there is no ACL in such a situation. 

 
 



Notes to Financial Statements 
 
 

12 

In evaluating available for sale debt securities in unrealized loss positions for impairment and 
the criteria regarding its intent or requirement to sell such securities, the Bank considers the 
extent to which fair value is less than amortized cost, whether the securities are issued by the 
federal government or its agencies, whether downgrades by bond rating agencies have 
occurred, and the results of reviews of the issuers’ financial condition, among other factors. 
 
Changes in the allowance for credit losses are recorded as provision for credit loss. Losses are 
charged against the ACL when management believes the uncollectability of an available for 
sale debt security is confirmed or when either of the criteria regarding intent or requirement to 
sell is met. 
 
Accrued interest receivable is excluded from the estimate of credit losses. Accrued interest 
receivable on securities of $516,837 as of December 31, 2025 and $443,461 as of December 31, 
2024, along with accrued interest receivable on loans, is included in “Accrued interest 
receivable” in the Balance Sheets. 
 
Loans Held for Sale 
Loans held for sale are carried at the lower of cost or fair value, determined in the aggregate. 
Fair value considers commitment agreements with investors and prevailing market prices. 
Loans originated by the Bank held for sale to outside investors, are made on a pre‐sold basis 
with servicing rights released and without recourse. Gains and losses on sales of mortgage loans 
are recognized based on the difference between the selling price and the carrying value of the 
related mortgage loans sold. 
 
Rate Lock Commitments 
The Bank enters into commitments to originate mortgage loans whereby the interest rate on the 
loan is determined prior to funding (rate lock commitments). Rate lock commitments on 
mortgage loans that are intended to be sold are considered to be derivatives. The period of time 
between issuance of a loan commitment and closing and sale of the loan generally ranges from 
30 to 120 days. The Bank protects itself from changes in interest rates through the use of best 
efforts forward delivery commitments, whereby the Bank commits to sell a loan at the time the 
borrower commits to an interest rate with the intent that the buyer has assumed interest rate 
risk on the loan. As a result, the Bank is not exposed to losses and will not realize significant 
gains related to its rate lock commitments due to changes in interest rates. The correlation 
between the rate lock commitments and the best-efforts contracts is very high due to their 
similarity.  
 
The fair value of the interest rate lock commitment was not considered material as of 
December 31, 2025 and 2024. 
 
Loans 
The Bank provides mortgage, commercial, and consumer loans to qualified applicants. Loans 
that management has the intent and ability to hold for the foreseeable future, or until maturity 
or payoff, are reported at their outstanding unpaid principal balances adjusted for the allowance 
for credit losses and deferred fees or costs. Interest income is accrued on the unpaid principal 
balance. Loan origination fees, net of certain direct origination costs, are deferred and 
recognized as an adjustment of the related loan yield using the interest method. Purchase 
premium or discount is recognized as an adjustment of the related loan yield using the interest 
method. 
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The Bank’s Loan Policy is updated annually by management, and then approved by the Board 
of Directors. The Policy is disseminated to lending and loan portfolio management colleagues 
to ensure consistent lending practices. The Policy communicates the Bank’s risk tolerance by 
prescribing credit underwriting guidelines and procedures, including approval limits and 
hierarchy, documentation standards, requirements for debt coverage, collateral underwriting, 
guarantor support, and overall creditworthiness. Of primary consideration is the 
creditworthiness and repayment ability of the borrowers. Of secondary consideration is the 
creditworthiness and repayment ability of any guarantors, and (if secured) the value of any 
collateral in relation to the principal balance. Credit decisioning is supported by underwriting 
documentation appropriate to the type of loan, including: personal financial statement, tax 
returns, credit report, income & liquidity verifications, cash flow analysis, collateral 
information, guarantor verification, title reports, appraisals (where appropriate) and other 
documents. 
 
The Bank's loans are categorized into seven segments: commercial real estate, residential real 
estate, multifamily real estate, real estate construction, other construction and land 
development, commercial and consumer loans. Each segment is subject to certain risks that 
influence pricing, loan structures, approval requirements, reserves, and ongoing credit 
management. 
 
Commercial Real Estate Loans 

Commercial real estate loans are generally secured by first mortgages on commercial real estate 
either  occupied by the owner/borrower, or  leased to non-owners. Properties financed include 
retail centers, office space, hotels and motels, apartments, residential investment properties, 
and flex/industrial properties. Loans in the commercial real estate segment may be impacted 
by economic risks resulting from changing commercial real estate market conditions, changing 
interest rates, changing collateral values, plus economic factors that could impact the 
businesses housed by the commercial real estate. Underwriting decisions are based upon an 
analysis of the economic viability of the underlying collateral and/or project, and 
creditworthiness of the borrower.  
 
Residential Real Estate Loans 

The Bank offers a variety of first mortgage, junior lien loans as well as home equity lines 
secured by primary residences within our markets. The credit quality of residential  real estate 
is subject to risks associated with the borrower’s repayment ability and collateral value. Credit 
decisions are primarily based on debt-to-income ratios, liquidity and net worth verification, and 
collateral value. The Bank does  not offer certain high risk loan products such as interest-only 
consumer mortgage loans, hybrid loans, payment option adjustable-rate mortgages (“ARMs”), 
reverse mortgage loans, loans with initial teaser rates or any product with negative 
amortization.  
 
Multifamily Real Estate Loans 

Multifamily real estate loans are secured by five or more residential units used to accommodate 
households on a fairly permanent basis such as apartments, condominium and cooperative type 
buildings. Loans in this segment may be impacted by economic risks resulting from changes 
to local rental market conditions, changing vacancy rates, changing interest rates, and changing 
collateral values,  Underwriting decisions are based upon an analysis of the economic viability 
of the underlying collateral and/or project, and creditworthiness of the borrower.  
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Real Estate Construction Loan 

Real estate construction loans are subject to general risks from changing housing market trends 
and economic conditions that may impact demand for completed properties and the costs of 
completion. Completed properties that do not sell or become leased within originally expected 
timeframes may impact the borrower’s ability to service the debt. Construction loans are 
underwritten against projected cash flows from rental income, business and/or personal income 
from an owner-occupant or the sale of the property to an end-user. Associated risks may be 
mitigated by requiring fixed-price construction contracts, performance and payment bonding, 
controlled disbursements, and pre-sale contracts or pre-lease agreements. Risks specific to the 
borrower are also evaluated, including previous repayment history, debt service ability, and 
current and projected loan-to value ratios for the collateral. 
 
Other Construction and Land Development Loans 

Other construction and land development loans are loans secured by real estate for purposes 
other than constructing single dwelling residential properties. This includes real estate secured 
multifamily loans and development loans and related infrastructures such as lights, sewers and 
streets. Real estate construction loans are subject to general risks from changing commercial 
building and housing market trends and economic conditions that may impact demand for 
completed properties and the costs of completion. Completed properties that do not sell or 
become leased within originally expected timeframes may impact the borrower’s ability to 
service the debt.  
 
Commercial Non-Real Estate Loans 

Commercial non-real estate loans are secured by collateral other than real estate or are 
unsecured. Credit risk for commercial non-real estate loans is subject to economic conditions, 
borrower repayment ability and collateral value (if secured). Commercial and industrial loans 
primarily finance equipment acquisition, expansion, working capital, and other general 
business purposes. Because these loans have a higher degree of risk, the Bank generally obtains 
collateral such as inventory, accounts receivables or equipment and personal guarantees from 
the borrowing entity’s principal owners.  
 
Consumer Loans 

The Bank offers a variety of secured and unsecured consumer loans, including vehicle loans 
and loans secured by deposit accounts. Consumer loan terms vary according to the type and 
value of the underlying collateral and the creditworthiness of the borrower to repay. Our 
procedures for underwriting consumer loans include an assessment of an applicant’s overall 
financial capacity, including credit history and the ability to meet existing obligations and 
payments on the proposed loan. If the loan is secured by an automobile or other collateral, the 
underwriting process also includes a comparison of the value of the collateral security to the 
proposed loan amount.  
 
Past Due Status and Nonaccrual Designation 
A loan is considered past due when a payment of principal and/or interest is due but not paid. 
Real estate loan payments not received within the payment cycle and all other non-real estate 
secured loans for which payment is not made within the required payment cycle are considered 
30 days past due. Management closely monitors loans past due 30-89 days and loans past due 
90 or more days. 
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The Bank considers multiple factors when determining whether to discontinue accrual of 
interest on individual loans. Generally loans are placed in nonaccrual status when collection of 
interest and/or full principal is considered doubtful. Interest accrual is discontinued at the time 
a commercial real estate loan or commercial non-real estate loan is 90 days delinquent unless 
the credit is well secured and in the process of collection. Loans modified to provide relief from 
payments of interest or principal for more than 90 days are designated nonaccrual. Accrued 
interest is reversed against income when a loan is placed in nonaccrual status. Any interest 
payments received during a loan’s nonaccrual period are applied to the principal balance of the 
loan.  
 
Loans in nonaccrual are reviewed on an individual loan basis to determine whether they may 
return to accrual status. To return to accrual status, the Bank’s evaluation must determine that 
the underlying cause of the original delinquency or weakness has been resolved, such as receipt 
of new guarantees and/or increased cash flows that cover the debt service, and that future 
payments are reasonably assured. Additionally, the borrower must demonstrate satisfactory 
payment performance for at least six consecutive months prior to consideration for returning 
to accrual status.  
 
Charge-Off Policy 
The Bank’s charge-off policy meets the minimum standards required by regulatory guidelines. 
When available information confirms that a specific loan or a portion thereof, within any loan 
class, is uncollectible the amount is charged off against the allowance for credit losses. 
Additionally, the Bank will also evaluate loans 90 days or more past due for loss potential and 
possible charge-off, particularly if the loan is unsecured and or not in the process of formal 
workout.  
 
Credit Quality Indicators 
Credit quality indicators, which the Bank terms risk grades, are assigned through the Bank’s 
credit review function for larger loans and selective review of loans that fall below credit review 
thresholds. Credit quality is rated based on the loan’s payment history, the borrower’s current 
financial situation, secondary financial support from guarantors if available and value of the 
underlying collateral. 
 
Loans that do not indicate heightened risk are graded as “pass.” Loans that appear to have 
elevated credit risk because of potential credit weaknesses may be rated “special mention”. 
Loans with well defined credit risk weakness and or loss potential have risk ratings of 
“substandard.”  
 
Allowance for Credit Losses on Loans (“ACLL”) 
The Bank estimates the ACLL based on book value basis which is the amount at which the 
loan is originated, adjusted for collection of cash, and charge-offs. In the event that collection 
of principal becomes uncertain, the Bank has policies in place to reverse accrued interest in a 
timely manner. Therefore, the Bank has made a policy election to exclude accrued interest from 
the measurement of the ACLL. Accrued interest receivable on loans of $798,629 as of 
December 31, 2025 and $746,023 as of December 31, 2024, along with accrued interest 
receivable on securities, is included in “Accrued interest receivable” in the Balance Sheets.  
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Intrinsic to the Bank’s policy on estimating the ACLL are policies regarding loan pools, 
nonaccruals, past due status, collateral valuation, charge-offs and risk ratings. The Bank 
measures expected credit losses on loans on a collective (pool) basis, when the loans share 
similar risk characteristics, such as collateral type and intended use, repayment source, and (if 
applicable) the borrower’s business model. The Bank has selected a segmentation based upon 
federal call code reporting for measuring expected credit losses. These segments include: 
commercial real estate, residential real estate, multifamily real estate, real estate construction, 
other construction and land development, commercial and consumer loans. The Bank’s 
methodologies for estimating the ACLL consider available relevant information about the 
collectability of cash flows, including historical losses, reasonable and supportable forecasts of 
economic conditions, and current economic and portfolio conditions. The difference between 
cash flow estimates and book value is the ACLL.  
 
The Bank uses a cash flow (“CF”) method for all of its pools which are measured using the 
historical loss rate based on the selected peer group adjusted for the forecast. Cash flows are 
generated using each loan’s payment attributes, adjusted for pool-level information and 
prepayment speeds. In order to reduce the complexity of the model, management has elected 
to perform cash flow modeling without the present value component. In other words, the 
reserve determined by the cash flow analysis is simply the sum of expected losses, rather than 
a comparison of the loan’s basis to the present value of cash flows. No discounting is performed 
in the reserve calculation. Additionally, expected losses are calculated via a gross loss rate and 
recovery rate assumption. 
 
The Bank designated national unemployment as its forecast variable. The forecast is applied 
over a horizon selected by the Bank’s management at each reporting date, typically of one year 
and not to exceed two years, after which loss rates revert to long-term historical loss experience 
on a straight line basis over a period determined by management, of up to three years. The 
forecast horizon and reversion period are applied consistently to the entire portfolio. 
 
The results of CF calculations are modified by allocations for qualitative factors to account for 
changes in variables that may affect credit risk. The Bank considers and allocates for changes 
in lending policies, management experience, economic conditions, loans past due, competitive, 
legal and regulatory environment and other factors. Qualitative factors are benchmarked to 
historical data and are adjusted based upon quantitative analysis. 
 
Loans that do not share risk characteristics are evaluated on an individual basis. The fair value 
of individually evaluated loans is measured using the fair value of collateral (“collateral 
method”) or the CF method to determine if a loss reserve is necessary.  
 
When determining the collateral value, a net realized value should be determined. This means 
applying discount rates to appraised values, including selling and administrative costs, and 
other expenses necessary to liquidate the collateral. The collateral valuation or net realized 
value is compared to the book value and if  collateral value is less than the book balance, an 
ACLL reserve amount is calculated. If the collateral valuation is equal to or greater than book 
value, no reserve is determined.  
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The collateral method is applied to individually evaluated loans for which foreclosure is 
probable. The collateral method is also applied to individually evaluated loans when borrowers 
are experiencing financial difficulty and repayment is expected to be provided substantially 
through the operation or sale of the collateral (“collateral dependent”). The ACLL is measured 
based on the difference between the fair value of the collateral and the amortized cost basis of 
the loan as of the measurement date. When repayment is expected to be from the operation of 
the collateral, the ACLL is calculated as the amount by which the amortized cost basis of the 
loan exceeds the present value of expected cash flows from the operation of the collateral. 
When repayment is expected to be from the sale of the collateral, the ACLL is calculated as 
the amount by which the loan’s amortized cost basis exceeds the fair value of the underlying 
collateral less estimated cost to sell. The ACLL may be zero if the fair value of the collateral 
at the measurement date exceeds the amortized cost basis of the loan. 
 
The CF method is applied to individually evaluated loans that do not meet the criteria for 
collateral method measurement. Cash flows are projected and discounted using the same 
method as for collectively evaluated loans, but the expected loss rate is increased to reflect 
increased risk, up to 100% for nonaccrual loans.  
 
Expected credit losses are reflected in the ACLL through a charge to provision for credit losses 
on the Statements of Income. When the Bank deems all or a portion of a loan to be uncollectible 
the appropriate amount is written off against the ACLL. The Bank applies judgment to 
determine when a financial asset is deemed uncollectible; however, generally speaking, an asset 
will be considered uncollectible no later than when all efforts at collection have been exhausted. 
Subsequent recoveries, if any, are credited to the ACLL when received. 
 
Unallocated Surplus 
In addition to funding the allowance for credit losses based upon data analysis, the Bank may 
fund an unallocated surplus in excess to the calculated requirement, based upon management 
judgement. The Bank’s policy permits an unallocated surplus of between 0% and 5% of the 
calculated requirement.  
 
ACL on Unfunded Commitments 
Financial instruments include off-balance sheet credit instruments such as undrawn portions of 
revolving lines of credit, commercial letters of credit, and loan commitments that have not yet 
been funded. The contractual amount of those instruments represents the Bank’s exposure to 
credit loss in the event of nonperformance by the borrower. The Bank records an ACL on 
unfunded commitments, unless the commitments to extend credit are unconditionally 
cancelable. The estimate includes consideration of the likelihood that funding will occur, which 
is based on a historical funding study derived from internal information, and an estimate of 
expected credit losses on commitments expected to be funded over its estimated life, which are 
the same loss rates that are used in computing the ACLL.  The ACL on unfunded commitments 
is recorded in “Accrued interest and other liabilities” on the Bank’s Balance Sheets and is 
adjusted through the “Provision for credit losses” in the Bank’s Statements of Income. 
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Estimation of the Allowance for Credit Losses 
The estimation of the allowance involves analysis of internal and external variables, 
methodologies, assumptions and management’s judgment and experience. Key judgments used 
in determining the allowance for credit losses include internal risk rating determinations, 
market and collateral values, discount rates, loss rates, and management’s assessment of current 
and future economic conditions. These judgments are inherently subjective and actual losses 
could be greater or less than the estimate. Future estimates of the allowance could increase or 
decrease based on changes in the financial condition of individual borrowers, concentrations 
of various types of loans, economic conditions or the markets in which collateral may be sold. 
The estimate of the allowance accrual determines the amount of provision expense and directly 
affects our financial results. Please see Note 3 for additional information. 
 
Bank Premises and Equipment 
Land is carried at cost. Bank premises and equipment are carried at cost less accumulated 
depreciation. Depreciation is computed using the straight-line method over the estimated useful 
lives of the assets, which range from 10 to 40 years for buildings and improvements and 3 to 20 
years for equipment. Expenditures for maintenance, repairs, and minor replacements are 
charged to non-interest expenses as incurred. 
 
Bank Owned Life Insurance 
The Bank has purchased life insurance policies on certain key employees. Bank owned life 
insurance is carried at the amount that can be realized under the insurance contract at the 
balance sheet date, which is the cash surrender value. 
 
Other Real Estate Owned 
Other real estate owned includes real estate acquired by foreclosure (in partial or complete 
satisfaction of debt) and is recorded at fair value on the date of transfer from loans (net of 
estimated selling costs). Subsequent to transfer, these assets are adjusted through a valuation 
allowance to the lower of net carrying value or fair value (net of estimated selling costs) based 
upon periodic appraisals. Upon disposition, any gains or losses realized are reflected in non-
interest expense. Net costs of maintaining foreclosed properties are expensed as incurred. The 
Bank did not have any consumer mortgage loans secured by residential real estate properties 
for which formal foreclosure proceedings were in process as of December 31, 2025. 
 
Income Taxes 
Deferred income tax assets and liabilities are determined using the liability (or balance sheet) 
method. Under this method, the net deferred tax asset or liability is determined based on the 
tax effects of the temporary differences between the book and tax bases of the various balance 
sheet assets and liabilities and gives current recognition to changes in tax rates and laws. 
 
Deferred income tax expense results from changes in deferred tax assets and liabilities between 
periods. Deferred tax assets are recognized if it is more likely than not, based on the technical 
merits, that the tax position will be realized or sustained upon examination. The term more 
likely than not means a likelihood of more than 50 percent; the terms examined and upon 
examination also include resolution of the related appeals or litigation processes, if any. A tax 
position that meets the more likely than not recognition threshold is initially and subsequently 
measured as the largest amount of tax benefit that has a greater than 50 percent likelihood of 
being realized upon settlement with a taxing authority that has full knowledge of all relevant 
information.  
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The determination of whether or not a tax position has met the more likely than not recognition 
threshold considers the facts, circumstances, and information available at the reporting date 
and is subject to management’s judgment. Deferred tax assets are reduced by a valuation 
allowance if, based on the weight of evidence available, it is more likely than not that some 
portion or all of a deferred tax asset will not be realized.  
 
The Bank recognizes interest and penalties, if any, on income taxes as a component of income 
tax expense. 
 
As of December 31, 2025 and 2024, the Bank had no uncertain tax positions or related liability 
recorded. 
 
In its most recently filed tax year, the Bank filed income tax returns in the U.S. Federal 
jurisdiction and the State of Maryland. With few exception, the Bank is no longer subject to 
U.S. Federal and State income tax examinations by tax authorities for the years prior to 2022.  
 
Earnings Per Share 
Basic earnings per share represents income available to common stockholders divided by the 
weighted average number of common shares outstanding during the period. Diluted earnings 
per share reflects 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. No such items exist as of December 31, 2025 and 2024. For the 
years ended December 31, 2025 and 2024,  the weighted average number of shares outstanding 
for calculating basic and diluted earnings per share was 396,414 and 397,097, respectively.  
 
Cash and Cash Equivalents 
Cash equivalents for the statements of cash flows include amounts due from banks, federal 
funds sold and interest-bearing deposits in banks with maturities of three months or less. 
 
Advertising 
The Bank follows the policy of charging the costs of advertising to expense as incurred. Total 
advertising expense incurred for 2025 and 2024 was $85,606 and $91,146, respectively. 
 
Comprehensive Income  
Accounting principles generally require that recognized revenue, expenses, gains, and losses 
be included in net income. Certain changes in assets and liabilities, such as unrealized gains 
and losses on available for sale securities, net of related income tax, are reported as a separate 
component of the equity section of the balance sheet. Such items, along with net income, are 
components of comprehensive income. For the years ended December 31, 2025 and 2024, the 
Bank’s only component of other comprehensive income (loss) was unrealized gains and losses 
on available for sale securities, net of related income tax. Any reclassification out of 
accumulated other comprehensive income is a result of realized securities gains or losses and 
is included in “Loss on sale of securities” in the Statements of Income.  
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Transfers of Financial Assets 
Transfers of financial assets are accounted for as sales when control over the assets has been 
relinquished. Control over transferred assets is deemed to be surrendered when the assets have 
been isolated from the Bank, 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 the 
Bank does not maintain effective control over the transferred assets through an agreement to 
repurchase them before their maturity.   

 
Restrictions on Cash 
Cash on hand or on deposit with the Federal Reserve Bank may be required to meet regulatory 
reserve and clearing requirements. 
 
Dividend Restriction 
Banking regulations require maintaining certain capital levels and may limit the dividends paid 
by the Bank to stockholders. 
 
Fair Value of Financial Instruments 
Fair values of financial instruments are estimated using relevant market information and other 
assumptions, as more fully disclosed in a separate note. Fair value estimates involve 
uncertainties and matters of significant judgement regarding interest rates, credit risk, 
prepayment, and other factors, especially in the absence of broad markets for particular items. 
Changes in assumptions or in market conditions could significantly affect these estimates.  
 
Segment Reporting 
The Bank has determined that all banking divisions meet the aggregation criteria of ASC 280, 
Segment Reporting, as its current operating model is structured whereby banking divisions 
serve a similar base of clients utilizing a bank-wide offering of similar products and services 
managed through similar processes and platforms that are collectively reviewed by the Bank’s 
Chief Executive Officer, who has been identified as the chief operating decision maker 
(“CODM”).  
 
The CODM regularly assesses performance of the aggregated single operating and reporting 
segment and decides how to allocate resources based on net income calculated on the same 
basis as is net income reported in the Bank’s statements of income and other comprehensive 
income. The CODM is also regularly provided with expense information at a level consistent 
with that disclosed in the Bank’s statements of income and other comprehensive income.  
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Recent Accounting Pronouncements 
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 Bank does not expect the adoption of ASU 2025-08 to have a material 
impact on its financial statements. 

 
In September 2025, the Financial Accounting Standards Board (FASB) issued ASU 2025-06, 
“Intangibles—Goodwill and Other— Internal-Use Software (Subtopic 350-40): Targeted 
Improvements to the Accounting for Internal-Use Software.” The amendments in this ASU are 
intended to improve the operability of the guidance by removing all references to software 
development project stages so that the guidance is neutral to different software development 
methods, including methods that entities may use to develop software in the future. Therefore, 
the amendments require that an entity capitalize software costs when both: Management has 
authorized and committed to funding the software project; and it is probable that the project 
will be completed and the software will be used to perform the function intended (referred to 
as the “probable-to-complete recognition threshold”). In evaluating the probable-to-complete 
recognition threshold, an entity is required to consider whether there is significant uncertainty 
associated with the development activities of the software. This ASU is effective for annual 
reporting periods beginning after December 15, 2027, and interim reporting periods within 
those annual reporting periods. Early adoption of ASU 2025-06 is permitted as of the beginning 
of an annual reporting period. The Bank does not expect the adoption of ASU 2025-06 to have 
a material impact on its financial statements. 
 
In November 2024, the Financial Accounting Standards Board (FASB) issued ASU 2024-03, 
“Income Statement—Reporting Comprehensive Income—Expense Disaggregation 
Disclosures (Subtopic 220-40): Disaggregation of Income Statement Expenses.” ASU 2024- 3 
requires public companies to disclose, in the notes to the financial statements, specified 
information about certain costs and expenses at each interim and annual reporting period. This 
includes disclosing amounts related to employee compensation, depreciation, and intangible 
asset amortization. In addition, public companies will need to provide qualitative description 
of the amounts remaining in relevant expense captions that are not separately disaggregated 
quantitatively. The FASB subsequently issued ASU 2025-01, “Income Statement—Reporting 
Comprehensive Income—Expense Disaggregation Disclosures (Subtopic 220-40): Clarifying 
the Effective Date”, which amends the effective date of ASU 2024-03 to clarify that all public 
business entities are required to adopt the guidance in ASU 2024-03 in annual reporting periods 
beginning after December 15, 2026, and interim periods within annual reporting periods 
beginning after December 15, 2027. Early adoption of ASU 2024-03 is permitted. The Bank 
does not expect the adoption of ASU 2024-03 to have a material impact on its financial 
statements.
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Recently Adopted Accounting Pronouncements 
In December 2023, the Financial Accounting Standards Board (FASB) issued ASU 2023-09, 
“Income Taxes (Topic 740): Improvements to Income Tax Disclosures.” The amendments in 
this ASU require an entity to disclose specific categories in the rate reconciliation and provide 
additional information for reconciling items that meet a quantitative threshold, which is greater 
than five percent of the amount computed by multiplying pretax income by the entity’s 
applicable statutory rate, on an annual basis. Additionally, the amendments in this ASU require 
an entity to disclose the amount of income taxes paid (net of refunds received) disaggregated 
by federal, state, and foreign taxes and the amount of income taxes paid (net of refunds 
received) disaggregated by individual jurisdictions that are equal to or greater than five percent 
of total income taxes paid (net of refunds received). Lastly, the amendments in this ASU require 
an entity to disclose income (or loss) from continuing operations before income tax expense 
(or benefit) disaggregated between domestic and foreign and income tax expense (or benefit) 
from continuing operations disaggregated by federal, state, and foreign. The standard was 
effective for the Bank for the annual period beginning January 1, 2025. There was no material 
impact on the Bank’s financial statements upon adoption. For further information, refer to 
Note 6 “Provision for Income Taxes.” 
 
 

Note 2. Securities 
 

The amortized cost and fair value of debt securities available for sale, with gross unrealized 
gains and losses, as of the dates indicated, follows: 
 

Gross Gross
Amortized Unrealized Unrealized Fair

December 31, 2025 Cost Gains (Losses) Value

Obligations of state and political subdivisions 27,167,878$                   - -$                  (3,616,077)$          23,551,801$        
Mortgage-backed securities 74,895,567                     167,672            (8,108,963)            66,954,276          
      Total debt securities available for sale 102,063,445$                 167,672$           (11,725,040)$        90,506,077$        

Gross Gross
Amortized Unrealized Unrealized Fair

December 31, 2024 Cost Gains (Losses) Value

Obligations of state and political subdivisions 29,457,425$                   501$                 (4,934,818)$          24,523,108$        
Mortgage-backed securities 77,999,594                     - -                    (11,688,830)          66,310,764          
      Total debt securities available for sale 107,457,019$                 501$                 (16,623,648)$        90,833,872$        

 
No allowance for credit loss on securities available for sale was recorded as of December 31, 
2025 and 2024. 
 
The deferred tax asset for the net unrealized loss on securities available for sale was $3,180,588 
as of December 31, 2025 and $4,574,690 as of December 31, 2024. The deferred tax asset is 
included in “Other assets” on the Balance Sheets. 
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The amortized cost and fair value of single maturity securities available for sale, by contractual 
maturity as of the date indicated, are shown below. Mortgage-backed securities are categorized 
by final maturity. Expected maturities may differ from contractual maturities because 
borrowers may have the right to call or prepay obligations with or without call or prepayment 
penalties.  
 

Amortized Fair
December 31, 2025 Cost Value

Due in one year or less - -$                  - -$                  
Due after one year through five years 3,788,000        3,698,547        
Due after five years through ten years 10,723,154      9,804,137        
Due after ten years 87,552,291      77,003,393      
Total debt securities available for sale 102,063,445$  90,506,077$    

 
Information pertaining to securities with gross unrealized losses aggregated by investment 
category and length of time that individual securities have been in a continuous loss position 
as of the dates indicated, follows: 
 

December, 31 2025
Fair Unrealized Fair Unrealized

Description of Securities Value Losses Value Losses

Obligations of state and political subdivisions - -$                - -$              23,551,801$      3,616,077$      
Mortgage-backed securities 3,550,516        37,876          46,780,050        8,071,087        
      Total 3,550,516$      37,876$        70,331,851$      11,687,164$    

December, 31 2024
Fair Unrealized Fair Unrealized

Description of Securities Value Losses Value Losses

Obligations of state and political subdivisions - -$                - -$              24,097,607$      4,934,818$      
Mortgage-backed securities 6,441,007        71,925          59,869,757        11,616,905      
      Total 6,441,007$      71,925$        83,967,364$      16,551,723$    

Less than 12 Months 12 Months or Longer

Less than 12 Months 12 Months or Longer

 
The Bank evaluates securities available for sale that are in unrealized loss positions to 
determine whether the impairment is due to credit-related factors or noncredit-related factors. 
Consideration is given to the extent to which the fair value is less than cost, the financial 
condition and near-term prospects of the issuer, and the intent and ability of the Bank to retain 
its investment in the security for a period of time sufficient to allow for any anticipated recovery 
in fair value. 
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At December 31, 2025, the Bank had 87 securities with a fair value of $73,882,367 in an 
unrealized loss position. The Bank reviews securities in an unrealized loss position to evaluate 
credit risk. The Bank considers payment history, risk ratings from external parties, financial 
statements for municipal and corporate securities, public statements from issuers and other 
available credible published sources in evaluating credit risk. No credit risk was found and no 
ACL on securities available for sale was recorded as of December 31, 2025. The unrealized 
losses are attributed to noncredit-related factors, including changes in interest rates and other 
market conditions. The Bank does not have the intent to sell any of these securities and believes 
that it is more likely than not that the Bank will not have to sell any such securities before a 
recovery of cost. The contractual terms of the investments do not permit the issuers to settle 
the securities at a price less than the cost basis of the investments. The fair value is expected to 
recover as the securities approach their maturity date or repricing date or if market yields for 
such investments decline. 
 
Realized Securities Gains and Losses  
In 2025, the Bank sold securities and realized a net loss of  $728,533. The tax effect applicable 
to the realized losses during 2025 was $200,492. The Bank did not sell any securities during 
2024. Information pertaining to realized gains and losses on sold securities for the period 
indicated follows: 
 

Proceeds Book Value Gross Gain Gross Loss Net Loss

Available for Sale 12,971,366$    13,699,899$  272$              728,805$        728,533$       

For the Year Ended December, 31 2025

 
Restricted Stock 
The Bank held restricted stock of $374,300 as of December 31, 2025 and $356,000 as of 
December 31, 2024. Restricted stock is reported separately from available for sale securities. 
As a member of the Federal Reserve and the FHLB, the Bank is required to maintain certain 
minimum investments in the common stock of those entities. Required levels of investment are 
based upon the Bank’s capital and a percentage of qualifying assets. The Bank purchases stock 
from or sells stock back to the correspondents based on their calculations. The stock is held by 
member institutions only and is not actively traded.  
 
Redemption of FHLB stock is subject to certain limitations and conditions. At its discretion, 
the FHLB may declare dividends on the stock. In addition to dividends, the Bank also benefits 
from its membership with FHLB through eligibility to borrow from the FHLB, using as 
collateral the Bank’s capital stock investment in the FHLB and qualifying real estate mortgage 
loans totaling $92,097,937 as of December 31, 2025. Management reviews for impairment 
based upon the ultimate recoverability of the cost basis of the FHLB stock, and as of 
December 31, 2025, management did not determine any impairment. 
 
Pledged Securities 
As of December 31, 2025 and 2024, securities with a fair value of $30,147,740 and 
$34,524,407, respectively, were pledged to secure municipal deposits and available credit 
through the Federal Reserve discount window. 
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Note 3. Loans and Allowance for Credit Losses 
 

The composition of loans was as follows at December 31: 
 

2025 2024

Commercial real estate 146,690,381$  138,010,088$  
Residential real estate 123,574,671   116,587,468   
Multifamily real estate 26,310,724     22,349,378     
Real estate construction  7,930,485       5,642,971       
Other construction and land development 3,618,180       3,553,379       
Commercial 20,145,350     24,439,576     
Consumer 587,209         603,137         

328,857,000$  311,185,997$  

Less allowance for credit losses (3,870,042)      (3,543,256)      
Deferred costs, net 144,861         172,555         

Net loans 325,131,819$  307,815,296$  

 
Overdraft deposit accounts totaling $87,794 and $65,108 were reclassified as loans at 
December 31, 2025 and 2024, respectively. 

 
Allowance for Credit Losses on Loans and Nonperforming Assets 
Please refer to Note 1: Summary of Significant Accounting Policies for information on 
evaluation of collectively evaluated loans and individually evaluated loans and associated 
reserves, and policies regarding nonaccruals, past due status and charge-offs. 
 
A detailed analysis showing the allowance activity by portfolio segment for the periods 
indicated follows: 
 

Commercial Residential Multifamily Real Estate Other 
Real Estate Real Estate Real Estate Construction Construction Commercial Consumer Unallocated Total

Beginning balance 1,052,610$      1,213,245$      202,792$       120,512$       84,407$         675,837$       18,278$         175,575$      3,543,256$     
Chargeoffs - -                  - -                  - -                 - -                - -                - -                (13,855)         - -               (13,855)          
Recoveries - -                  - -                  - -                 - -                - -                - -                641               - -               641               
Provision for (recovery of) 
credit losses (19,780)          290,787          (40,509)          94,863          27,776          (36,198)         27,825          (4,764)          340,000         

Ending balance 1,032,830$      1,504,032$      162,283$       215,375$       112,183$       639,639$       32,889$         170,811$      3,870,042$     

Activity in the Allowance for Credit Losses on Loans for the Year Ended December 31, 2025

 
Commercial Residential Multifamily Real Estate Other 
Real Estate Real Estate Real Estate Construction Construction Commercial Consumer Unallocated Total

Beginning balance 1,181,342$      1,070,330$      180,654$       94,983$         117,797$       458,820$       6,060$          153,168$      3,263,154$     
Chargeoffs - -                  - -                  - -                 - -                - -                (100,153)       (10,015)         - -               (110,168)        
Recoveries - -                  53,602            - -                 - -                - -                - -                668               - -               54,270           
Provision for (recovery of) 
credit losses (128,732)         89,313            22,138           25,529          (33,390)         317,170         21,565          22,407         336,000         

Ending balance 1,052,610$      1,213,245$      202,792$       120,512$       84,407$         675,837$       18,278$         175,575$      3,543,256$     

Activity in the Allowance for Credit Losses on Loans for the Year Ended December 31, 2024
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A detailed analysis showing the allowance and loan portfolio by segment and evaluation 
method as of the dates indicated follows: 
 

Commercial Residential Multifamily Real Estate Other 
Real Estate Real Estate Real Estate Construction Construction Commercial Consumer Unallocated Total

Allowance for credit losses:
Individually evaluated - -$                - -$                - -$               - -$               - -$               - -$               - -$               - -$             - -$               
Collectively evaluated 1,032,830       1,504,032       162,283         215,375         112,183         639,639         32,889          170,811       3,870,042       

Ending balance 1,032,830$      1,504,032$      162,283$       215,375$       112,183$       639,639$       32,889$         170,811$      3,870,042$     

 Allowance for Credit Losses on Loans by Segment and Evaluation Method as of December 31, 2025

 
Commercial Residential Multifamily Real Estate Other 
Real Estate Real Estate Real Estate Construction Construction Commercial Consumer Total

Individually evaluated 2,859,107$      37,033$          1,958,650$     - -$               - -$               85,174$         - -$               4,939,964$       
Collectively evaluated 143,831,274    123,537,638    24,352,074     7,930,485      3,618,180      20,060,176    587,209         323,917,036     

Ending balance 146,690,381$  123,574,671$  26,310,724$   7,930,485$    3,618,180$    20,145,350$   587,209$       328,857,000$   

 Loans by Segment and Evaluation Method as of December 31, 2025

 
Commercial Residential Multifamily Real Estate Other 
Real Estate Real Estate Real Estate Construction Construction Commercial Consumer Unallocated Total

Allowance for credit losses:
Individually evaluated - -$                - -$                - -$               - -$               - -$               - -$               - -$               - -$             - -$               
Collectively evaluated 1,052,610       1,213,245       202,792         120,512         84,407          675,837         18,278          175,575       3,543,256       

Ending balance 1,052,610$      1,213,245$      202,792$       120,512$       84,407$         675,837$       18,278$         175,575$      3,543,256$     

 Allowance for Credit Losses on Loans by Segment and Evaluation Method as of December 31, 2024

 
Commercial Residential Multifamily Real Estate Other 
Real Estate Real Estate Real Estate Construction Construction Commercial Consumer Total

Individually evaluated 932,876$        - -$                - -$               - -$               - -$               - -$               - -$               932,876$         
Collectively evaluated 137,077,212    116,587,468    22,349,378     5,642,971      3,553,379      24,439,576    603,137         310,253,121     

Ending balance 138,010,088$  116,587,468$  22,349,378$   5,642,971$    3,553,379$    24,439,576$   603,137$       311,185,997$   

 Loans by Segment and Evaluation Method as of December 31, 2024

 
A summary of the ratios for the allowance for credit losses, as of the dates indicated follows: 
 

2025 2024

Ratio of ACLL to the end of period loans, net of deferred 
fees and costs 1.18% 1.14%

December 31,

 
The Bank had one multifamily real estate loan totaling $323,650 which was classified as non-
accrual as of December 31, 2025. There was no allowance for credit loss recorded on this loan 
based on collateral evaluation. No loans were classified as non accrual as of December 31, 
2024.  
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The following tables present the aging of past due loans, by loan pool as of the dates indicated: 
 

Accruing and 
Nonaccrual

30-89 Days 90 or More Days Nonaccrual Total 90 or More Days 
December 31, 2025 Current Loans Past Due Past Due Loans Loans Past Due

Commercial real estate 146,605,211$   85,170$            - -$                     - -$              146,690,381$  - -$                      
Residential real estate 122,847,736     726,935            - -                       - -               123,574,671    - -                        
Multifamily real estate 25,987,074      - -                   - -                       323,650        26,310,724     - -                        
Real estate construction 7,930,485        - -                   - -                       - -               7,930,485       - -                        
Other construction and

land development 3,618,180        - -                   - -                       - -               3,618,180       - -                        
Commercial 20,145,350      - -                   - -                       - -               20,145,350     - -                        
Consumer 587,209           - -                   - -                       - -               587,209          - -                        

Total 327,721,245$   812,105$          - -$                     323,650$      328,857,000$  - -$                      

Accruing and 
Nonaccrual

30-89 Days 90 or More Days Nonaccrual Total 90 or More Days 
December 31, 2024 Current Loans Past Due Past Due Loans Loans Past Due

Commercial real estate 137,077,212$   932,876$          - -$                     - -$              138,010,088$  - -$                      
Residential real estate 116,510,789     76,679             - -                       - -               116,587,468    - -                        
Multifamily real estate 22,349,378      - -                   - -                       - -               22,349,378     - -                        
Real estate construction 5,642,971        - -                   - -                       - -               5,642,971       - -                        
Other construction and

land development 3,553,379        - -                   - -                       - -               3,553,379       - -                        
Commercial 24,439,576      - -                   - -                       - -               24,439,576     - -                        
Consumer 603,137           - -                   - -                       - -               603,137          - -                        

Total 310,176,442$   1,009,555$       - -$                     - -$              311,185,997$  - -$                      

Accruing Loans

Accruing Loans

 
The Bank identifies individually evaluated loans when their risk characteristics become 
different from their pool. Loans are collateral dependent when repayment is expected 
substantially through the operation or sale of the collateral and the borrower is experiencing 
financial difficulty. Collateral dependent loans are individually evaluated. The Bank measures 
the ACL on collateral dependent loans based upon the fair value of the collateral, as permitted 
by ASC 326. Fair value of the collateral is adjusted for liquidation costs/discounts. If the fair 
value of the collateral falls below the amortized cost of the loan, the shortfall is recognized in 
the ACLL. If the fair value of the collateral exceeds the amortized cost, no ACL is required. 
The Bank had five collateral dependent loans secured by real estate in the amount of $4,854,790 
and one non-real estate secured loan in the amount of $85,174 as of December 31, 2025. The 
collateral which secured these loans was adequate therefore, no related allowance was 
necessary. As of December 31, 2024, one loan in the amount of $932,876 was collateral 
dependent. The loan is secured by commercial real estate and had no related allowance. 

 
Credit Quality 

The Bank categorizes loans by risk based on relevant information about the ability of borrowers 
to service their debt, including: collateral and financial information, historical payment 
experience, credit documentation and current economic trends, among other factors. At 
origination, each loan is assigned a risk rating. Ongoing analysis of the loan portfolio adjusts 
risk ratings on an individual loan basis to reflect updated information. General descriptions of 
risk ratings are as follows: 
 

• Pass: loans with acceptable credit quality are rated pass.  
• Special mention: loans with potential weaknesses due to challenging economic or 

financial conditions are rated special mention.  
• Substandard: loans with well-defined weaknesses that heighten the risk of default are 

rated classified. 
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The following tables presents the amortized cost basis of the loan portfolio, by year of 
origination, loan class, and credit quality, as of the date indicated.  
 

Revolving
Loans

Converted 
December 31, 2025 Prior 2021 2022 2023 2024 2025 Revolving to Term Total

Commercial real estate
   Pass 31,036$               19,360$               23,000$               16,819$               32,205$               21,246$               - -$                      - -$                      143,666$             
   Special Mention 165                      - -                        - -                        - -                        - -                        - -                        - -                        - -                        165                      
   Substandard 2,859                   - -                        - -                        - -                        - -                        - -                        - -                        - -                        2,859                   

   Total 34,060$               19,360$               23,000$               16,819$               32,205$               21,246$               - -$                      - -$                      146,690$             

Residential real estate
   Pass 29,224$               26,840$               22,848$               15,213$               18,404$               10,663$               - -$                      - -$                      123,192$             
   Special Mention - -                        280                      - -                        - -                        66                        - -                        - -                        - -                        346                      
   Substandard 37                        - -                        - -                        - -                        - -                        - -                        - -                        - -                        37                        

   Total 29,261$               27,120$               22,848$               15,213$               18,470$               10,663$               - -$                      - -$                      123,575$             

Multifamily real estate 
   Pass 4,486$                 2,203$                 4,222$                 4,725$                 2,181$                 6,535$                 - -$                      - -$                      24,352$               
   Substandard - -                        - -                        - -                        324                      1,635                   - -                        - -                        - -                        1,959                   

   Total 4,486$                 2,203$                 4,222$                 5,049$                 3,816$                 6,535$                 - -$                      - -$                      26,311$               

Real estate construction
   Pass - -$                      - -$                      239$                    - -$                      2,410$                 5,282$                 - -$                      - -$                      7,931$                 

Other construction and land development
   Pass 33$                      - -$                      722$                    1,730$                 1,133$                 - -$                      - -$                      - -$                      3,618$                 

Commercial
   Pass 3,430$                 1,234$                 4,818$                 3,434$                 2,601$                 3,988$                 - -$                      - -$                      19,505$               
   Special Mention 455                      62                        - -                        38                        - -                        - -                        - -                        - -                        555                      
   Substandard - -                        - -                        - -                        85                        - -                        - -                        - -                        - -                        85                        

   Total 3,885$                 1,296$                 4,818$                 3,557$                 2,601$                 3,988$                 - -$                      - -$                      20,145$               

Consumer
   Pass 329$                    6$                        12$                      43$                      70$                      127$                    - -$                      - -$                      587$                    

Total Loans
   Pass 68,538$               49,643$               55,861$               41,964$               59,004$               47,841$               - -$                      - -$                      322,851$             
   Special Mention 620                      342                      - -                        38                        66                        - -                        - -                        - -                        1,066                   
   Substandard 2,896                   - -                        - -                        409                      1,635                   - -                        - -                        - -                        4,940                   

   Total 72,054$               49,985$               55,861$               42,411$               60,705$               47,841$               - -$                      - -$                      328,857$             

YTD gross charge-offs 14$                      - -$                      - -$                      - -$                      - -$                      - -$                      - -$                      - -$                      14$                      

Term Loans Amortized Cost Basis by Origination Year
(Dollars in Thousands)

 
 

Revolving
Loans

Converted 
December 31, 2024 Prior 2020 2021 2022 2023 2024 Revolving to Term Total

Commercial real estate
   Pass 28,867$               13,113$               20,857$               23,848$               17,403$               30,755$               - -$                      - -$                      134,843$             
   Special Mention 177                      2,058                   - -                        - -                        - -                        - -                        - -                        - -                        2,235                   
   Substandard 932                      - -                        - -                        - -                        - -                        - -                        - -                        - -                        932                      

   Total 29,976$               15,171$               20,857$               23,848$               17,403$               30,755$               - -$                      - -$                      138,010$             

Residential real estate
   Pass 22,431$               12,410$               29,151$               23,203$               16,549$               12,486$               - -$                      - -$                      116,230$             
   Special Mention - -                        - -                        288                      - -                        - -                        70                        - -                        - -                        358                      
   Substandard - -                        - -                        - -                        - -                        - -                        - -                        - -                        - -                        - -                        

   Total 22,431$               12,410$               29,439$               23,203$               16,549$               12,556$               - -$                      - -$                      116,588$             

Multifamily real estate 
   Pass 5,211$                 1,779$                 2,281$                 4,337$                 5,435$                 3,306$                 - -$                      - -$                      22,349$               

Real estate construction
   Pass - -$                      - -$                      - -$                      246$                    154$                    5,242$                 - -$                      - -$                      5,642$                 

Other construction and land development
   Pass 39$                      - -$                      - -$                      72$                      1,524$                 1,919$                 - -$                      - -$                      3,554$                 

Commercial
   Pass 4,507$                 1,515$                 2,218$                 8,078$                 4,639$                 3,116$                 - -$                      - -$                      24,073$               
   Special Mention 331                      - -                        20                        16                        - -                        - -                        - -                        - -                        367                      
   Substandard - -                        - -                        - -                        - -                        - -                        - -                        - -                        - -                        - -                        

   Total 4,838$                 1,515$                 2,238$                 8,094$                 4,639$                 3,116$                 - -$                      - -$                      24,440$               

Consumer
   Pass 164$                    175$                    17$                      24$                      80$                      143$                    - -$                      - -$                      603$                    

Total Loans
   Pass 61,219$               28,992$               54,524$               59,808$               45,784$               56,967$               - -$                      - -$                      307,294$             
   Special Mention 508                      2,058                   308                      16                        - -                        70                        - -                        - -                        2,960                   
   Substandard 932                      - -                        - -                        - -                        - -                        - -                        - -                        - -                        932                      

   Total 62,659$               31,050$               54,832$               59,824$               45,784$               57,037$               - -$                      - -$                      311,186$             

YTD gross charge-offs 41$                      - -$                      - -$                      6$                        38$                      25$                      - -$                      - -$                      110$                    

Term Loans Amortized Cost Basis by Origination Year
(Dollars in Thousands)
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Loan Modifications to Borrowers Experiencing Financial Difficulty 

The Bank modifies loans for a variety of reasons. At the date of modification, the Bank assesses 
whether the borrower is experiencing financial difficulty. If the borrower is experiencing 
financial difficulty, the loan’s risk rating is evaluated and is typically changed to special 
mention or classified, which results in individual evaluation of the loan for the ACLL. The 
Bank did not modify any loans to borrowers experiencing financial difficulty during the year 
ended December 31, 2025 and 2024.  
 
ACL on Unfunded Commitments   

The following table presents information on the ACL for unfunded commitments for the year 
ended December 31, 2025 and 2024: 
 

Allowance For Credit Losses on Unfunded Commitments

Balance, December 31, 2023 186,043$        
Provision for credit losses 245,000          

Balance, December 31, 2024 431,043$        

Balance, December 31, 2024 431,043$        
Provision for credit losses 120,000          

Balance, December 31, 2025 551,043$        

 
 
Note 4. Bank Premises and Equipment 
 

The major classifications of bank premises and equipment were as follows at December 31: 
 

2025 2024

Land 470,503$        470,503$        
Buildings and improvements 3,656,116       2,982,556       
Equipment 3,440,942       3,243,515       
Capital assets in progress 16,447           556,820          

Total 7,584,008$     7,253,394$     
Less accumulated depreciation 4,585,789       4,269,918       
Bank premises and equipment, net 2,998,219$     2,983,476$     

 
Depreciation of bank premises and equipment charged to non-interest expense amounted to 
$359,944 in 2025 and $298,556 in 2024. 
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Note 5. Deposits 
 

The aggregate amount of time deposits, that meet or exceed the FDIC limit of $250,000, was 
$22,312,539 and $19,594,898 at December 31, 2025 and 2024, respectively. 
 
At December 31, 2025, the scheduled maturities of time deposits were as follows: 
 
2026 75,093,239$      
2027 3,202,171          
2028 1,137,169          
2029 495,706            
2030 538,900            

80,467,185$      

 
There were no customers with individual deposit balances exceeding five percent of total 
deposits as of December 31, 2025 and 2024. 

 
 
Note 6. Provision for Income Taxes 
 

The income tax expense in the statements of income consisted of the following components for 
the years ended December 31: 
 

2025 2024
Current:

Federal 1,114,672$     885,862$        
State 434,765          344,850          

1,549,437$     1,230,712$     
Deferred income tax (benefit) (71,330)          (112,336)        

Total income tax expense 1,478,107$     1,118,376$     
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Significant components of the Bank’s deferred tax assets and liabilities were as follows as of 
December 31: 
 

2025 2024
Deferred tax assets:

Allowance for credit losses 1,177,432$     1,054,477$     
Nonaccrual interest 970                26,112           
Lease liability 337,124          404,380          
Unrealized loss on securities available for sale 3,180,588       4,574,690       

Total deferred tax assets 4,696,114$     6,059,659$     

Deferred tax liabilities:
Right-of-use asset (312,395)$       (378,681)$       
Excess tax depreciation (150,821)        (144,380)        
Other (45,246)          (26,483)          

Total deferred tax liabilities (508,462)$       (549,544)$       

Net deferred tax assets 4,187,652$     5,510,115$     

 
The net deferred tax assets are included in “Other assets” in the Balance Sheets. 
 
Income tax expense of $1,478,107 and $1,118,376 for 2025 and 2024 was 25.2%  and 23.1%, 
respectively, of income before taxes as compared to the maximum statutory rate for federal 
income taxes, reconciled as follows: 
 

Percent of Percent of
Pretax Pretax

Amount Income Amount Income

Computed tax at statutory rate 1,233,093$     21.0               1,015,048$     21.0         
Increase (decrease) in
  taxes resulting from:

Tax-exempt interest income (103,751)        (1.8)               (107,849)        (2.2)          
State income taxes, net
  of federal
  income tax benefit  1 343,464          5.9                272,432          5.6           
Other 5,301             0.1                (61,255)          (1.3)          

1,478,107$     25.2               1,118,376$     23.1         

1 The state of Maryland made up 100% of the tax effect in this category.  

2024

Recorded income tax expense

2025

 
 

During the years ended December 31, 2025 and 2024, the Bank made payments for Maryland 
state taxes in the amounts of $399,971 and $373,988 and payments for Federal taxes in the 
amounts of $1,058,079 and $822,451, respectively.  
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Note 7. Borrowings 
 

The Bank is a member of the Federal Home Loan Bank, which allows for participation in FHLB 
borrowing programs. As of December 31, 2025, the Bank had maximum borrowing capacity 
with the FHLB of $137,513,700, which is limited by available collateral. FHLB advances are 
secured by a blanket floating lien on one-to-four family first mortgages, one-to-four second 
mortgages, home equity lines of credit and commercial real estate loan portfolios totaling 
$92,097,937 and $81,199,422 at December 31, 2025 and 2024, respectively, and FHLB stock 
with a book value of $349,300 and $331,000, respectively. The borrowing capacity has no 
scheduled maturity date. There were no outstanding advances from FHLB at December 31, 
2025 or 2024. 
 
At December 31, 2025 and 2024, the Bank had lines of credit available with various financial 
institutions totaling $13.5 million. The Bank had no outstanding borrowings against these lines 
at December 31, 2025 or 2024. The Bank has an agreement with the Federal Reserve Bank to 
borrow from the discount window, which is classified as a short-term borrowing. As of 
December 31, 2025 and 2024, the Bank had no borrowings from the discount window.  

 
 
Note 8. Employee Benefit Plans 
 

401(k) Profit Sharing Plan 
The Bank has a Section 401(k) profit sharing plan covering employees meeting certain 
eligibility requirements as to minimum age and years of service. Employees may make 
voluntary contributions to the Plan through payroll deductions on a pre-tax basis, subject to 
certain limitations. The Bank’s 401(k) Profit Sharing Plan includes an annual nondiscretionary 
employer contribution of 3% of eligible compensation. 401(k) plan expense for the years ended 
December 31, 2025 and 2024 was $171,372 and $156,278, respectively. 
 
Employee Stock Ownership Plan (ESOP) 
The Bank has an ESOP. The purpose of the Plan is to enable full-time employees who are at 
least 18 years of age and have been employed for at least one year to acquire stock ownership 
in the Bank. The Bank made no ESOP contributions and did not issue any shares in 2025 or 
2024. The total number of allocated shares in the Plan as of December 31, 2025 and 2024 was 
10,230 and 10,805 shares, respectively. 
 
No shares were unearned or unallocated during 2025 or 2024. The fair value of shares subject 
to repurchase obligation of the Bank was $685,410 and $632,093 at December 31, 2025 and 
2024, respectively. During 2025, a total of 5,202 shares were eligible for repurchase by ESOP 
participants. The participants elected for 575 shares to be repurchased by the Bank resulting in 
the Bank retiring 575 shares and the distribution of $38,523 in cash to participants. During 
2024, a total of 785 shares were eligible for repurchase by ESOP participants. The participants 
elected for the 785 shares to be repurchased by the Bank resulting in the Bank retiring 785 
shares and the distribution of $45,899 in cash to participants   
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Note 9. Related Party Transactions 
 

In the ordinary course of business, the Bank has loan transactions with members of its Board of 
Directors and its policy making officers. Analysis of the activity of loans outstanding, both direct 
and indirect, to directors and policy making officers during 2025 and 2024 is shown below. 
 

2025 2024

Balance, beginning of year 280,548$        104,181$        
New loans 18,512           300,961          
Repayments (66,479)          (124,594)        
Balance, end of year 232,581$        280,548$        

 
Deposits from related parties held by the Bank at December 31, 2025 and 2024 amounted to 
$7,368,118 and $11,493,697, respectively. 

 
The Bank owns 15% of Guilford Office Center, LLC. The Bank’s investment in the LLC of 
$269,636 and $269,423 at December 31, 2025 and 2024 is included in “Other assets” in the 
Balance Sheets. Guilford Office Center, LLC began operations in 2001. The Bank’s share of the 
2025 and 2024 net income was $42,213 and $32,124 and is included in “Other income” in the 
Income Statements. Guilford Office Center, LLC originated a $175,000 business line of credit 
with Woodsboro Bank at market terms in July 2019. The line of credit did not have an 
outstanding balance at December 31, 2025.  

 
The Bank purchased a 20% interest in Market 83, LLC in August 2022. Market 83, LLC owns 
the office building where the Bank’s commercial department is located. The Bank’s investment 
in the LLC of $212,327 and $132,620 at December 31, 2025 and 2024 is included in “Other 
assets” in the Balance Sheets. The Bank’s share of Market 83, LLC’s 2025 net income was 
$79,706 and a net loss of $60,000 in 2024 and is included in “Other income” in the Income 
Statements.  

 
 
Note 10. Lease Commitments 
 

The Bank’s leases are recorded under ASC Topic 842, “Leases.” The Bank examines its 
contracts to determine whether they are or contain a lease. A contract with a lease is further 
examined to determine whether the lease is a short-term, operating or finance lease. As 
permitted by ASC Topic 842, the Bank elected not to capitalize short-term leases, defined by 
the standard as leases with terms of 12 months or less. The Bank also elected the practical 
expedient not to separate non-lease components from lease components within a single 
contract.  
 
Lease liabilities represent the Bank’s obligation to make lease payments and are presented at 
each reporting date as the net present value of the remaining contractual cash flows. Cash flows 
are discounted at Woodsboro Bank’s incremental borrowing rate in effect at the 
commencement date of the lease. Right-of-use assets represent the Bank’s right to use the 
underlying asset for the lease term and are calculated as the sum of the lease liability and if 
applicable, prepaid rent, initial direct costs, and any incentives received from the lessor.  
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The Bank’s long-term lease agreements are classified as operating leases. Certain of these 
leases offer the option to extend the lease term and the Bank has included such extensions in 
its calculation of the lease liabilities to the extent the options are reasonably assured of being 
exercised. The lease agreements do not provide for residual value guarantees and have no 
restrictions or covenants that would impact dividends or require incurring additional financial 
obligations.  
 
The following tables present information about the Bank’s leases at December 31: 
 
 2025 2024

Lease liabilities 1,225,015$     1,469,402$     

Right-of-use assets 1,135,155$     1,376,020$     

Weighted average remaining lease term 7.4 years 7.4 years
Weighted average discount rate 3.88% 3.80%

 
The weighted average discount rate is calculated based on Federal Home Loan Bank (FHLB) 
liquidity and funding advance fixed rates for borrowings with terms similar to the expected 
lease terms in effect at the date of lease inception. 
 
The operating lease cost for the years ended December 31, 2025 and 2024 was $290,320 and 
$283,438, respectively. Cash paid for amounts included in the measurement of lease liability 
totaled $294,534 and $283,922 for the years ended December 31, 2025, and 2024, respectively.  
 
A maturity analysis of operating lease liabilities and reconciliation of the undiscounted cash 
flows to the total of operating lease liabilities is as follows: 
 
 Lease
Years Ending December 31, Payments Due

2026 302,470$        
2027 283,707          
2028 224,945          
2029 116,088          
2030 48,675           
Thereafter 469,317          
Total future lease payments 1,445,202$     
Discount of cashflows (220,187)        

Present value of future lease payments 1,225,015$     
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Note 11. Commitments, Off-Balance Sheet Risk and Contingencies 
 

In the normal course of business there are various outstanding commitments and contingent 
liabilities, which are not reflected in the accompanying financial statements. Management does 
not anticipate any material losses as a result of these transactions.  
 
The Bank is a party to financial instruments with off-balance-sheet risk in the normal course 
of business to meet the financing needs of its customers. These financial instruments include 
commitments to extend credit and standby letters of credit. Those instruments involve, to 
varying degrees, elements of credit and interest rate risk in excess of the amount recognized in 
the financial statements. The Bank's exposure to credit loss in the event of nonperformance by 
the other party to these financial instruments is represented by the contractual amount of the 
instruments. The Bank uses the same credit policies in making commitments and conditional 
obligations as it does for on-balance-sheet instruments. 
 
A summary of the contract or notional amount of the Bank’s exposure to off-balance-sheet risk 
as of December 31, 2025 and 2024 is as follows: 
 

2025 2024
Financial instruments whose contract 
  amounts represent credit risk:
Commitments to extend credit 692,000$       1,348,350$    
Unfunded loan commitments 63,744,196    51,107,815    
Standby letters of credit 422,082         340,568         

 
 
Commitments to extend credit are agreements to lend to a customer, as long as there is no 
violation of any condition established in the contract. Commitments generally have fixed 
expiration dates or other termination clauses and may require payment of a fee. Since many of 
the commitments are expected to expire without being drawn upon, the total commitment 
amounts do not necessarily represent future cash requirements. The Bank evaluates each 
customer's creditworthiness on a case-by-case basis. The amount of collateral obtained, if 
deemed necessary by the Bank upon extension of credit, is based on management's credit 
evaluation of the customer. Collateral held varies but may include accounts receivable, 
inventory, property and equipment, and income-producing commercial properties. 
 
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 are uncollateralized and usually do not contain a specified 
maturity date and may not be drawn upon to the total extent to which the Bank is committed. 
 
Standby letters of credit are conditional commitments issued by the Bank to guarantee the 
performance of a customer to a third party. The credit risk involved in issuing letters of credit 
is essentially the same as that involved in extending loan facilities to customers. 
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The Bank maintains its cash in bank deposit accounts which, at times, may exceed federally 
insured limits. The Bank has not experienced any losses in such accounts. The Bank believes 
it is not exposed to any significant credit risk on cash and cash equivalents. As of December 31, 
2025, deposits in excess of amounts insured by the Federal Deposit Insurance Corporation 
(FDIC) were $483,390, representing 1.5% of the Bank’s capital. The Bank may be required to 
maintain average balances on hand or with the Federal Reserve Bank. There was no reserve 
balance requirement at December 31, 2025 and 2024.  
 
 

Note 12. Regulatory Matters 
 

Banks and bank holding companies are subject to regulatory capital requirements administered 
by federal banking agencies. Capital adequacy guidelines and, additionally for banks, prompt 
corrective action regulations, involve quantitative measures of assets, liabilities, and certain 
off-balance-sheet items calculated under regulatory accounting practices. Capital amounts and 
classifications are also subject to qualitative judgments by regulators. Failure to meet capital 
requirements can initiate regulatory action. The final rules implementing Basel Committee on 
Banking Supervision’s capital guidelines for U.S. Banks (Basel III rules) became effective for 
the Bank on January 1, 2015 with full compliance with all of the requirements being phased in 
over a multi-year schedule, and fully phased in by January 1, 2019. Under the Basel III rules, 
the Bank must hold a capital conservation buffer above the adequately capitalized risk-based 
capital ratios. The Bank’s capital conservation buffer was 5.74% and 4.80% as of December 31, 
2025 and 2024, respectively. The net unrealized gain or loss on available for sale securities is 
not included in computing regulatory capital.  
 
Prompt corrective action regulations provide five classifications; well capitalized, adequately 
capitalized, undercapitalized, significantly undercapitalized, and critically undercapitalized, 
although these terms are not used to represent overall financial condition. If adequately 
capitalized, regulatory approval is required to accept brokered deposits. If undercapitalized, 
capital distributions are limited, as is asset growth and expansion, and capital restoration plans 
are required.  
 
Quantitative measures established by regulation to ensure capital adequacy require the Bank to 
maintain minimum amounts and ratios (set forth in the table below) of total, Tier 1, and 
Common Equity Tier 1 capital, (as defined in the regulations) to risk-weighted assets (as 
defined), and of Tier 1 capital to average assets (as defined).  Management believes, as of 
December 31, 2025 and 2024, that the Bank met all capital adequacy requirements to which it 
is subject.  
 
As of December 31, 2025, the most recent notification from the Federal Deposit Insurance 
Corporation categorized the Bank as well capitalized 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, Common Equity Tier 1 risk-based and Tier 1 
leverage ratios as set forth in the table. There are no conditions or events since that notification 
that management believes have changed the Bank’s category. 
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The Bank’s actual capital amounts and ratios are also presented in the table.  
 

Amount Ratio Amount Ratio Amount Ratio

As of December 31, 2025:
  Total Capital (to Risk
    Weighted Assets) 44,392$      13.74% 33,925$        10.50% 32,309$      10.00%
  Tier 1 Capital (to Risk
    Weighted Assets) 40,349$      12.49% 27,463$        8.50% 25,847$      8.00%
  Common Equity Tier 1 (to
   Risk Weighted Assets) 40,349$      12.49% 22,616$        7.00% 21,001$      6.50%
  Tier 1 Capital (to
    Average Assets) 40,349$      8.54% 18,898$        4.00% 23,622$      5.00%

As of December 31, 2024:
  Total Capital (to Risk
    Weighted Assets) 40,102$      12.80% 32,908$        10.50% 31,341$      10.00%
  Tier 1 Capital (to Risk
    Weighted Assets) 36,184$      11.55% 26,640$        8.50% 25,073$      8.00%
  Common Equity Tier 1 (to
   Risk Weighted Assets) 36,184$      11.55% 21,939$        7.00% 20,372$      6.50%
  Tier 1 Capital (to
    Average Assets) 36,184$      7.87% 18,387$        4.00% 22,983$      5.00%

(Amount in Thousands)

Minimum
To Be Well

Capitalized Under
Minimum Capital Prompt Corrective

Actual Requirement (1) Action Provisions

 
(1) Except with regard to the Bank’s Tier 1 capital to average assets ratio, the minimum capital 
requirement includes the phased-in portion of the Basel III Capital Rules capital conservation 
buffer of 2.5% which is added to the minimum capital requirements for capital adequacy 
purposes. Although the capital conservation buffer is not part of regulatory minimum risk-
based capital requirements, it does determine minimums to avoid certain limitations. Failure to 
maintain the prescribed levels would result in, among other things, limitations on capital 
distributions and discretionary bonuses to executives. 

 
 
Note 13. Fair Value Measurements 
 

Determination of Fair Value 
The Bank uses fair value measurements to record fair value adjustments to certain assets and 
liabilities and to determine fair value disclosures. In accordance with the “Fair Value 
Measurements and Disclosures” topic of FASB ASC, 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 the principal or 
most advantageous market and in an orderly transaction between market participants at the 
measurement date (exit price).  Fair value is best determined based upon quoted market prices. 
However, in many instances, there are no quoted market prices for the Bank’s 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, the fair value estimates may not be realized in an immediate settlement of the 
instrument. 
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The 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 and 
requires the use of significant judgment. The fair value is a reasonable point within the range 
that is most representative of the fair value under current market conditions. 
 
Fair Value Hierarchy 
In accordance with this guidance, the Bank groups its assets and liabilities 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. 

 
Level 1 – Valuation is based on quoted prices in active markets for identical assets or 
liabilities that the reporting entity has the ability to access at the measurement date. Level 1 
assets and liabilities generally include debt and equity securities that are traded in an active 
exchange market. Valuations are obtained from readily available pricing sources for market 
transactions involving identical assets or liabilities.  

 
Level 2 – Valuation is based on inputs other than quoted prices included within Level 1 
that are observable for the asset or liability, either directly or indirectly. The valuation may 
be based on quoted prices for similar assets or liabilities; quoted prices in markets that are 
not active; or other inputs that are observable or can be corroborated by observable market 
data for substantially the full term of the asset or liability.  

 
Level 3 – Valuation is based on unobservable inputs that are supported by little or no 
market activity and that are significant to the fair value of the assets or liabilities. Level 3 
assets and liabilities include financial instruments whose value is determined using pricing 
models, discounted cash flow methodologies, or similar techniques, as well as instruments 
for which determination of fair value requires significant management judgment or 
estimation.  

 
The following describes the valuation techniques used by the Bank to measure certain financial 
assets recorded at fair value on a recurring basis in the financial statements: 
 
Securities available for sale: Securities available for sale are recorded at fair value on a 
recurring basis. Fair value measurement is based upon quoted market prices, when available 
(Level 1). If quoted market prices are not available, fair values are measured utilizing 
independent valuation techniques of identical or similar securities for which significant 
assumptions are derived primarily from or corroborated by observable market data. Third party 
vendors compile prices from various sources and may determine the fair value of identical or 
similar securities by using pricing models that consider observable market data (Level 2). If 
the inputs used to provide the evaluation for certain securities are unobservable and/or there is 
little, if any, market activity then the security would fall to the lowest level of the hierarchy 
(Level 3). 
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The Bank’s investment portfolio is valued using fair value measurements that are considered 
to be Level 2. The Bank has contracted with a third-party portfolio accounting service vendor 
for valuation of its securities portfolio. The Bank’s source for security valuation is FHN 
Financial. 
 
The following table presents the balances of financial assets measured at fair value on a 
recurring basis as of December 31, 2025 and 2024:  
 

Quoted Prices Significant
in Active Other Significant

Balance as of Markets for Observable Unobservable
December 31, Identical Assets Inputs Inputs

Description 2025 (Level 1) (Level 2) (Level 3)

Obligations of state and
   political subdivisions  $     23,551,801  $                   - -  $     23,551,801  $                   - - 
Mortgage-backed securities 66,954,276       - -                     66,954,276       - -                      

90,506,077$     - -$                    90,506,077$     - -$                    

Quoted Prices Significant
in Active Other Significant

Balance as of Markets for Observable Unobservable
December 31, Identical Assets Inputs Inputs

Description 2024 (Level 1) (Level 2) (Level 3)

Obligations of state and
   political subdivisions  $     24,523,108  $                   - -  $     24,523,108  $                   - - 
Mortgage-backed securities 66,310,764       - -                     66,310,764       - -                      

90,833,872$     - -$                    90,833,872$     - -$                    

Fair Value Measurements at December 31, 2024 Using

Fair Value Measurements at December 31, 2025 Using

 
Certain assets are measured at fair value on a nonrecurring basis in accordance with GAAP. 
Adjustments to the fair value of these assets usually result from the application of lower-of-
cost-or-market accounting or write-downs of individual assets.  
 
The following describes the valuation techniques used by the Bank to measure certain assets 
recorded at fair value on a nonrecurring basis in the financial statements: 
 
Individually Evaluated Collateral-Dependent Loans: 

The estimated fair value of individually evaluated collateral-dependent loans is based on the 
value of the underlying collateral or the value of the underlying collateral, less estimated costs 
to sell, as appropriate. Collateral is generally real estate; however, collateral may include 
vehicles, equipment, inventory, accounts receivable, and/or other business assets. The value of 
real estate collateral is generally determined using a market valuation approach based on a full 
appraisal conducted by an independent, licensed appraiser or in certain circumstances for 
smaller properties, internal evaluations, tax assessments or other market value estimates. 
Estimates of selling costs, where applicable, are derived from the Bank’s prior experience in 
selling similar properties. The values of collateral other than real estate may also be based on 
an appraisal, market quotations, aging schedules, or other sources. Collateral-dependent 
individually evaluated loans are classified within Level 3 of the fair value hierarchy. Any fair 
value adjustments are recorded in the period incurred in “Provision for credit losses” on the 
Statements of Income.
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Other Real Estate Owned (OREO): 

Property acquired in satisfaction of loans is carried at the lower of cost or market value. The 
value of real estate is determined by utilizing a market valuation approach based on an appraisal 
conducted by an independent, licensed appraiser outside of the Bank using observable market 
data (Level 2). However, if the real estate is a house or building in the process of construction, 
if an appraisal of the real estate property is over two years old or if an income valuation 
approach was used, then the fair value is considered Level 3. Any initial fair value adjustment 
is charged against the allowance for credit losses. Subsequent fair value adjustments are 
recorded in the period incurred and included in other real estate owned expense, net on the 
Statements of Income. There was no OREO at December 31, 2025 and 2024.  
 
Loans Held for Sale: 

Loans held for sale are carried at the lower of cost or market value. These loans currently 
consist of one-to-four family residential loans originated for sale in the secondary market. Fair 
value is based on the price secondary markets are currently offering for similar loans using 
observable market data which is not materially different than cost due to the short duration 
between origination and sale (Level 2). As such, the Bank records any fair value adjustments 
on a nonrecurring basis. No nonrecurring fair value adjustments were recorded on loans held 
for sale during the years ended December 31, 2025 and 2024. The Bank had no loans held for 
sale as of December 31, 2025 and $470,541 at December 31, 2024, respectively. 
 
The Bank had no assets carried on the balance sheet at December 31, 2025 and 2024, for which 
a nonrecurring change in fair value has been recorded. 

 
Accounting guidance requires disclosure of the fair value of financial instruments, including 
those financial assets and financial liabilities that are not measured and reported at fair value 
on a recurring or non-recurring basis. The carrying values and estimated fair values of the 
Bank’s financial instruments at December 31, 2025 and 2024 are as follows: 
 

Quoted Prices Significant
in Active Other Significant

Markets for Observable Unobservable
Carrying Estimated Identical Assets Inputs Inputs

Description Amount Fair Value (Level 1) (Level 2) (Level 3)
Financial assets:
   Cash and due from banks  $      4,474,650  $           4,474,650  $         4,474,650  $                 - -  $                   - - 
   Interest-bearing deposits in 
    banks        16,866,646             16,866,646           16,866,646                    - -                       - - 
   Securities available for sale        90,506,077             90,506,077                       - -        90,506,077                       - - 
   Restricted investments             374,300                 374,300                       - -             374,300                       - - 
   Loans, net       325,131,819           317,839,596                       - -                    - -         317,839,596 
   Accrued interest receivable          1,331,984               1,331,984                       - -          1,331,984                       - - 
   Bank owned life insurance          6,911,021               6,911,021                       - -          6,911,201                       - - 

Financial liabilities:
   Deposits       417,906,547           417,291,547                       - -       337,439,547           79,852,000 
   Accrued interest payable             141,780                 141,780                       - -             141,780                       - - 

December 31, 2025 Fair Value Measurements at December 31, 2025 Using
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Quoted Prices Significant
in Active Other Significant

Markets for Observable Unobservable
Carrying Estimated Identical Assets Inputs Inputs

Description Amount Fair Value (Level 1) (Level 2) (Level 3)
Financial assets:
   Cash and due from banks  $      4,342,030  $           4,342,030  $         4,342,030  $                 - -  $                   - - 
   Interest-bearing deposits in 
    banks        14,054,585             14,054,585           14,054,585                    - -                       - - 
   Securities available for sale        90,833,872             90,833,872                       - -        90,833,872                       - - 
   Restricted investments             356,000                 356,000                       - -             356,000                       - - 

Loans held for sale             470,541                 470,541                       - -             470,541                       - - 
   Loans, net       307,815,296           294,888,736                       - -                    - -         294,888,736 
   Accrued interest receivable          1,202,407               1,202,407                       - -          1,202,407                       - - 
   Bank owned life insurance          6,739,831               6,739,831                       - -          6,739,831                       - - 

Financial liabilities:
   Deposits       411,199,223           410,250,223                       - -       336,821,223           73,429,000 
   Accrued interest payable             158,259                 158,259                       - -             158,259                       - - 

December 31, 2024 Fair Value Measurements at December 31, 2024 Using

 
Interest Rate Risk 
The Bank assumes interest rate risk, the risk that general interest rate levels will change, as a 
result of its normal operations. As a result, the fair values of the Bank’s financial instruments 
will change, and that change may be either favorable or unfavorable to the Bank. Management 
attempts to match maturities of assets and liabilities to the extent believed necessary to 
minimize interest rate risk. 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 rates and maturities of assets and liabilities and attempts to minimize 
interest rate risk by adjusting terms of new loans and deposits and by investing in securities 
with terms that mitigate the Bank’s overall interest rate risk.  

 
 
Note 14. Revenue Recognition 
 

The Bank recognizes revenue in accordance with ASC Topic 606. Most revenue associated 
with the Bank’s financial instruments, including interest income and gains/losses on investment 
securities are outside the scope of Topic 606. The Bank’s services that fall within the scope of 
Topic 606 are presented within non-interest income and are recognized as revenue as the Bank 
satisfies its obligation to the customer. A description of the Bank’s primary revenue streams 
accounted for under Topic 606 are as follows: 
 

• Service Fees:  The Bank earns fees from its deposit customers for overdraft, account 
maintenance services, ATM, wire transfer services and interchange fees. 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 Bank satisfies the performance obligation. ATM and wire 
service charges are recognized in income at the time the Bank’s performance obligation 
is satisfied. 
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• The Bank earns interchange fees from debit 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. 

 
• Other Income:  The Bank earns fees from its customers for transaction-based services. 

Such services include fees or commissions on loan insurance, investment referrals, 
check products, and safe deposit boxes. In each case, these service charges and fees 
are recognized in income at the time or within the same period that the Bank’s 
performance obligation is satisfied. Investment income consists of recurring revenue 
streams such as commissions from sales of mutual funds and other investments. 
Commissions from the sale of mutual funds and other investments are recognized on 
trade date, which is when the Bank has satisfied its performance obligation. The Bank 
also receives periodic service fees (i.e., trailers) from mutual fund companies typically 
based on a percentage of net asset value. Trailer revenue is recorded over time, usually 
monthly or quarterly, as net asset value is determined. The Bank has a referral 
agreement with an Investment/Brokerage firm where the Bank will refer 
investment/brokerage clients. The Bank receives revenue from a percentage of the 
investment sales.  

 
• Gains/Losses on Sales of OREO:  The Bank records a gain/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 Bank finances the sale of OREO to the buyer, the Bank 
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 Bank adjusts the transaction price and the related gain/loss on 
sale if a significant financing component is present.  

 
The following table presents noninterest income, segregated by revenue streams in-scope and 
out-of-scope of Topic 606, for the years ended December 31, 2025 and 2024: 
 

2025 2024
Noninterest Income
  Service fees 1,235,988$     1,229,428$     
  Other income 187,695          178,149          
      Noninterest income (in-scope of Topic 606) 1,423,683$     1,407,577$     
  Noninterest income (out-of-scope of Topic 606) (392,794)        533,446          
      Total noninterest income  1,030,889$     1,941,023$     
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Note 15. Subsequent Events 
 

The Bank evaluated events that have occurred after the balance sheet date, but before the 
consolidated financial statements are issued. There are two types of subsequent events 
(1) recognized, or those that provide additional evidence about conditions that existed at the 
date of the balance sheet, including the estimates inherent in the process of preparing financial 
statements, and (2) nonrecognized, or those that provide evidence about conditions that did not 
exist at the date of the balance sheet but arose after that date.  
 
Subsequent events have been considered through April 6, 2026, the date the financial 
statements were available to be issued. Based on the evaluation, the Bank did not identify any 
recognized subsequent events. On March 24, 2026, the Bank submitted a formal request to 
regulatory agencies to open a new branch of Woodsboro Bank.   
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	Shareholders’ equity totaled $31.9 million as of December 31, 2025, compared to $24.1 million a year prior. Book values per share were $80.70 and $60.74 at December 31, 2025 and 2024, respectively. The Bank’s regulatory capital ratios grew positively during 2025 and remain in excess of applicable regulatory requirements for a well-capitalized institution.
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