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PART |
ITEM 1. BUSINESS
GENERAL

AmeriServ Financial, Inc. (the Company) is a baolding company organized under the Pennsylvanianggs Corporation Law. The
Company became a holding company upon acquiringf &ile outstanding shares of AmeriServ FinancahiB(the Bank) on January 5, 19
The Company’s other wholly owned subsidiaries idelédmeriServ Trust and Financial Services Compémgy Trust Company) formed in
October 1992, and AmeriServ Life Insurance Comp@myeriServ Life) formed in October 1987.

The Company'’s principal activities consist of owgieind operating its three wholly owned subsidiarjties. At December 31, 2009,
the Company had, on a consolidated basis, totatasieposits, and shareholders’ equity of $970am|jl$786 million and $107 million,
respectively. The Company and its subsidiariesrdesubstantially all of their income from bankingdeébank-related services. The Company
functions primarily as a coordinating and servicingt for its subsidiary entities in general marmagat, accounting and taxes, loan review,
auditing, investment accounting, marketing andriasoe risk management.

As previously stated, the Company is a bank holdmgpany and is subject to supervision and regxdamination by the Federal
Reserve Bank of Philadelphia and the Pennsylvaejgament of Banking. The Company is also undejutisdiction of the Securities and
Exchange Commission (SEC) for matters relatingffiering and sale of its securities. The Comparsuisject to the disclosure and regulatory
requirements of the Securities Act of 1933, as atednand the Securities Exchange Act of 1934, anded, as administered by the SEC.
The Company is listed on the NASDAQ Stock Markedenthe trading symbol “ASRV,” and is subject te HASDAQ rules applicable to
listed companies.

AMERISERYV FINANCIAL BANKING SUBSIDIARY
AmeriServ Financial Bank

The Bank is a state bank chartered under the Peiamsy Banking Code of 1965, as amended. Througlodaions in Allegheny,
Cambria, Centre, Somerset, and Westmoreland Caytennsylvania, AmeriServ Financial Bank condadsgneral banking business. It is a
full-service Bank offering (i) retail banking seteis, such as demand, savings and time depositeynnearket accounts, secured and
unsecured loans, mortgage loans, safe deposit bloakday club accounts, money orders, and tratetdrecks; (ii) lending, depository and
related financial services to commercial, indugtfinancial, and governmental customers, sucteakastate-mortgage loans, short- and
medium-term loans, revolving credit arrangemeimgsl of credit, inventory and accounts receivainlarfcing, real estate-construction loans,
business savings accounts, certificates of depuisé,transfers, night depository, and lock boxgsss. The Bank also operates 21 automated
bank teller machines (ATMs) through its 24-Hour Biag Network that is linked with NYCE, a regional M network and CIRRUS, a
national ATM network. On March 7, 2007, the Banknmbeted the acquisition of West Chester Capitaligaols (WCCA). WCCA is a
registered investment advisor and as of Decemhe2®19 had $100 million in assets under management.

The Bank’s deposit base is such that loss of opesitr or a related group of depositors wouldhete a materially adverse effect on
its business. In addition, the loan portfolio isatliversified so that one industry or group o&tedl industries does not comprise a material
portion of the loan portfolio. The Bank’s businéssot seasonal nor does it have any risks attériddareign sources.

3



The Bank is subject to supervision and regular éxation by the Federal Reserve Bank of Philadelphidithe Pennsylvania

Department of Banking. Various federal and statesland regulations govern many aspects of its Ingnéperations. The following is a

summary of key data (dollars in thousands) andsait December 31, 2009:
Headquarters Johnstown, PA
Charterec 193¢
Total Assets $ 942,63
Total Investment Securitie 123,55
Total Loans (net of unearned incon 722,90:
Total Deposits 786,21:
Total Net Loss (4,049
Asset Leverage Rat 8.71%
Return on Average Asse (0.43)
Return on Average Equit (4.10
Total Ful-time Equivalent Employee 27¢€

RISK MANAGEMENT OVERVIEW:

Risk identification and management are essenthehts for the successful management of the Compatiye normal course of
business, the Company is subject to various typaslkg which includes interest rate, credit, aighidity risk. The Company controls and
monitors these risks with policies, procedures,aribus levels of managerial and Board oversight.

Interest rate risk is the sensitivity of net instrimcome and the market value of financial insteats to the magnitude, direction, and
frequency of changes in interest rates. Interéstrisk results from various repricing frequenaesl the maturity structure of assets and
liabilities. The Company uses its asset liabilitgrmmgement policy to control and manage interestrisk.

Liquidity risk represents the inability to generasesh or otherwise obtain funds at reasonable tatestisfy commitments to borrowers,
as well as, the obligations to depositors, deb#rglénd the funding of operating costs. The Compaey its asset liability management
policy and contingency funding plan to control andnage liquidity risk.

Credit risk represents the possibility that a cospomay not perform in accordance with contracteiahs. Credit risk results from
extending credit to customers, purchasing secsridind entering into certain off-balance sheet foading commitments. The Company’s
primary credit risk occurs in the loan portfolicad Company uses its credit policy and disciplingpiraach to evaluating the adequacy of the
allowance for loan losses to control and managaitcrisk. The Company’s investment policy and hadgpolicy strictly limit the amount of
credit risk that may be assumed in the investmerifgdio and through hedging activities. The follogy summarizes and describes the
Company’s various loan categories and the undengriitandards applied to each:

Commercial

This category includes credit extensions to comrakand industrial borrowers. Business assetsudinol accounts receivable,
inventory and/or equipment, typically secure therselits. In appropriate instances, extensionseditin this category are subject to collat
advance formulas. Balance sheet strength and @hodfiy are considered when analyzing these credith special attention given to
historical, current and prospective sources of ¢@st and the ability of the customer to sustaaslit flow at acceptable levels. Our policy
permits flexibility in determining acceptable deletvice coverage ratios, with a minimum level dftb. 1 desired. Personal guarantees are
frequently required; however, as the financialragth of the borrower increases, the Company’stgtiti obtain personal guarantees
decreases. In addition to economic risk, this eateg impacted by the management ability of therdeer and industry risk, which are also
considered during the underwriting process.



Commercial Loans Secured by Real Estate

This category includes various types of loans,uditig acquisition and construction of investmermipgerty, owner-occupied property
and operating property. Maximum term, minimum clel coverage, leasing requirements, maximum amatitn and maximum loan to
value ratios are controlled by the Company’s crpdiicy and follow industry guidelines and normsdaegulatory limitations. Personal
guarantees are normally required during the coattru phase on construction credits, and are freifjuebtained on mid to smaller
commercial real estate loans. In addition to ecanaisk, this category is subject to geographic padfolio concentration risk, which are
monitored and considered in underwriting.

Real Estate — Mortgage

This category includes mortgages that are secweddidential property. Underwriting of loans wiitthis category is pursuant to
Freddie Mac/Fannie Mae underwriting guidelineshwtiite exception of Community Reinvestment Act (CR#ans, which exhibit more
liberal standards. The major risk in this categerthat a significant downward economic trend wdulttease unemployment and cause
payment default. The Company does not and has megaged in subprime residential mortgage lending.

Consumer

This category includes consumer installment loamtsravolving credit plans. Underwriting is pursutmtndustry norms and guidelines.
The major risk in this category is a significanbeemic downturn.

MAJOR TYPES OF INVESTMENTS AND THE ASSOCIATED INVES TMENT POLICIES

The investment securities portfolio of the Company its subsidiaries is managed to provide amgledity in a manner that is
consistent with proper bank asset/liability managenand current banking practices. The objectifgmdfolio management include
consideration of proper liquidity levels, intereste and market valuation sensitivity, and profitgh The investment portfolios of the
Company and its subsidiaries are proactively mash@agaccordance with federal and state laws andlatigns in accordance with generally
accepted accounting principles.

The investment portfolio is primarily made up of AAated agency mortgadmcked securities and short maturity agency séestrit he
purpose of this type of portfolio is to generate@ghate cash flow to fund potential loan growththesmarket allows. Management strives to
maintain a relatively short duration in the poiiolAll holdings must meet standards documentettiénAmeriServ Financial Investment
Policy.

DEPOSIT ACTIVITIES AND OTHER SOURCES OF FUNDS, INCL UDING REPAYMENTS AND MATURITIES OF LOANS,
SALES AND MATURITIES OF INVESTMENTS AND FHLB ADVANC ES

Deposits

The Bank has a loyal core deposit base made updifional commercial bank products that exhilitttel fluctuation, other than jumbo
CDs, which demonstrate some seasonality. The Blaokutilizes certain Trust Company specialty defsoslated to the ERECT Fund as a
funding source which serve as an alternative tolegade borrowings and can exhibit some degree latility.

Borrowings

The Bank, when needed, uses both overnight borgsiamd term advances from the Federal Home Loak 8@Rittsburgh for liquidit
management purposes. During the past several t@afsompany has significantly deleveraged its laheet and reduced its level of
borrowings through investment portfolio cash flow.



Loans

During the periods presented herein, the Compasyghavn its loan portfolio with no adverse effentlguidity. The Company believ
it will be able to fund anticipated loan growth geally from investment securities portfolio castmiland deposit growth.

Secondary Market Activities

The Residential Lending department of the Bankioaes to originate one-to-four family mortgage Isdor customers some of which
are sold to outside investors in the secondary etatd some of which are retained for the Amerifentfolio. Mortgages sold on the
secondary market are sold to investors on a “flbasis: Mortgages are priced and delivered on at ‘dfésrts” pricing basis, with servicing
released to the investor. Fannie Mae/Freddie Maetjnes are used in underwriting all mortgageslie exception of CRA loans. The
mortgages with longer terms such as 20-year, 30-¥@#A, and VA loans are usually sold. The remainimoduction of the department
includes construction, adjustable rate mortgages/ehr, 15-year, and bi-weekly mortgages. Theseslaae usually kept in the AmeriServ
portfolio although during periods of low intereates 15-year loans are typically sold into the sdaoy market.

AMERISERYV FINANCIAL NON-BANKING SUBSIDIARIES
AmeriServ Trust and Financial Services Company

AmeriServ Trust and Financial Services Companytisist company organized under Pennsylvania la@dtober 1992. As one of the
larger providers of trust and investment managemmrducts and services between Pittsburgh and $thamg), AmeriServ Trust and Financial
Services Company is committed to delivering perbped, professional service to its clients. Itsfstd approximately 44 professionals
administer assets valued at approximately $1.ibbithat are not recognized on the Company’s balaheet at December 31, 2009. The
Trust Company focuses on wealth management. Weslttagement includes personal trust products arétesrsuch as personal portfolio
investment management, estate planning and adnaitiist, custodial services and pre-need trusto,Afstitutional trust products and
services such as 401(k) plans, defined benefidafided contribution employee benefit plans, amtividual retirement accounts are included
in this segment. The Wealth management businessradsides the union collective investment fundsnely the ERECT and BUILD funds
which are designed to use union pension dollac®nstruction projects that utilize union labor. dlthat the BUILD fund is in the process of
liquidation. At December 31, 2009, AmeriServ Trast Financial Services had total assets of $3.komihnd total shareholder’s equity of
$3.1 million. In 2009, the Trust Company contrilsigsarnings to the corporation as its gross revamuaunted to $5.7 million and the net
income contribution was $387,000. The Trust Comgarsubject to regulation and supervision by theédral Reserve Bank of Philadelphia
and the Pennsylvania Department of Banking.

AmeriServ Life

AmeriServ Life is a captive insurance company oizeohunder the laws of the State of Arizona. AmenS_ife engages in
underwriting as reinsurer of credit life and didigpinsurance within the Comparg/market area. Operations of AmeriServ Life aredootec
in each office of the Company’s banking subsidi@meriServ Life is subject to supervision and regjoin by the Arizona Department of
Insurance, the Pennsylvania Insurance Departmedtihe Federal Reserve System. At December 31, Z0@6riServ Life had total assets
$778,000 and total stockholders’ equity of $719,000

MONETARY POLICIES

Commercial banks are affected by policies of vagimgulatory authorities including the Federal Res&ystem. An important function
of the Federal Reserve System is to regulate ttienah supply of bank credit. Among the instrumenitsnonetary policy used by the Board
of Governors are: open market operations in U.S.



Government securities, changes in the federal fusidsand discount rate on member bank borrowsngs,changes in reserve requirements
on bank deposits. These means are used in varginginations to influence overall growth of bankreainvestments, and deposits, and may
also affect interest rate charges on loans ordstgraid for deposits. The monetary policies ofBbard of Governors have had a significant
effect on the operating results of commercial bankke past and are expected to continue to do g future.

COMPETITION

The subsidiaries face strong competition from otlmenmercial banks, savings banks, credit unionsnga and loan associations, and
several other financial or investment service tatitins for business in the communities they seBaveral of these institutions are affiliated
with major banking and financial institutions whiate substantially larger and have greater findmegources than the subsidiary entities. As
the financial services industry continues to coidsdé, the scope of potential competition affectimg subsidiary entities will also increase.
Brokerage houses, consumer finance companiesaimsgicompanies, and pension trusts, are imporampetitors for various types of
financial services. In addition, personal and coamtrust investment counseling services are edféy insurance companies, other firms,
individuals.

MARKET AREA & ECONOMY

Nationally, the economy is improving, although iyrtake years to fully emerge from the negativect of the recent economic
downturn. The U.S. economy appears to have ex®®8 &n an improving note with 4.0 GDP. This growate appears unsustainable and a
forward projection of 2.5% growth in the first qtearof 2010 is more in line with the Bloomberg census forecast and general expectations.
Going forward, the inventory cycle looks promisfiog growth, and it seems to be improving at a fiapéee. Inventories were still being cut
sharply in the third quarter of 2009, but if inverés flatten, replacement could contribute as magh% to the level of GDP over the first
two to three quarters of 2010. The consumer renelrig problem for the economic recovery. Consuspending is gradually picking up, t
most economists are skeptical about its futurengtte given that debt burdens are still high, wemtdepleted, and credit remains very tight.
The consumer remains very concerned about jobsuiibmployment rate is expected to remain at or h@% through all of 2010. The
Federal Reserve is not expected to change coutéd appears that unemployment rate is goingdolithe. Recent indications show core
inflation should remain relatively flat, despitereases in commodity prices, which is expectedrgihie excess capacity in product markets
and in the labor market. Getting the housing mabkek on firm footing is a key ingredient to a llagtrecovery. The collapse of the housing
market, which dragged down home prices with it, tiescatalyst for the longest and worst recessidrittthe country since the 1930s. To
nurture the recovery, the Federal Reserve is eggdotkeep its key bank lending rate at a recondriear zero and keep it there for an
“extended period.” The goal is that low interesesawill entice people and businesses to boostdspgnin order to fuel economic growth.

The economy in Cambria and Somerset Counties arttlef 2009 produced seasonally adjusted unempoyrtes of 8.8% and 9.2
respectively, as compared to national and staés @t 10.0% and 8.9%, respectively. Local markatetbeen negatively impacted by the
recessionary conditions that exist in the nati@wanomy causing the unemployment rate to increase last year’s average of 7.9%. The
increases in unemployment and the difficulties geirperienced by small and medium businesses édlficare also being experienced
locally. Johnstown, PA, where AmeriServ Finandiat, is headquartered, is a leader in defense téoypand continues to have a cost of
living that is lower than the national average.oA®ecember 31, 2009, total non-farm jobs in JobtwuatMSA were 1,800 below the
December 2008 level with losses coming from bothdgeproducing and service-providing industries. ldeer, work on defense projects is
expected to contribute to the local economy inftitere. Local loan demand slowed in the second ¢fa?009 after good performance earlier
in the year.

Economic conditions are stronger in the State @elimarket but have also been negatively impactatidogtruggling national econon
The unemployment rate for the State College MSAlred 6.0% late in 2009, which represents a 0.9%&#&se since last year, but remains
lowest of all regions in the Commonwealth.



Seasonally adjusted total nonfarm jobs for the MiS#%eased by 100 since December 2008. The Comgdang to open a third branch office
in the State College market during 2010 as thia aresents the Company with a more vibrant econamaiet and a much different
demographic. A large percentage of the populatidBtate College falls into the 18 to 34 year old ggpup, while potential customers in the
Cambria/Somerset markets tend to be over 50 yéageo Overall, opportunities in the State Collewgrket are quite different and
challenging, providing a promising source of busi® profitably grow the Company.

EMPLOYEES

The Company employed 379 people as of Decembe&t(®B, in full- and part-time positions. Approximigt@08 non-supervisory
employees of the Bank are represented by the USBiteelworkers, AFL-CIO-CLC, Local Union 2635-06.2009, the Bank successfully
negotiated a new four year labor contract withUinited Steelworkers Local that will expire on Oaold5, 2013. The contract calls for
annual wage increases of 1.5% in the first ye@®62n each of the second and third years, and & fourth year. The Bank has not
experienced a work stoppage since 1979. The Bamkeof 13 union-represented banks nationwide.

FEDERAL DEPOSIT INSURANCE CORPORATION IMPROVEMENT A CT

The Federal Deposit Insurance Corporation ImproverAet of 1991 (the “FDICIA”), among other thingdentifies five capital
categories for insured depository institutions:lwepitalized, adequately capitalized, undercaigi¢al, significantly undercapitalized and
critically undercapitalized. It requires U.S. fealdpank regulatory agencies to implement system$fompt corrective action” for insured
depository institutions that do not meet minimurpita requirements based on these categories. DheéIR imposes progressively more
restrictive constraints on operations, managemashicapital distributions, depending on the categomyhich an institution is classified.
Unless a bank is well capitalized, it is subjectdstrictions on its ability to utilize brokeredpaessits and on other aspects of its operations. The
FDICIA generally prohibits a bank from paying ariyidend or making any capital distribution or payiany management fee to its holding
company if the bank would thereafter be underchpiid. An undercapitalized bank must develop atehpéstoration plan, and its parent
holding company must guarantee the bank’s compdiavith the plan up to the lesser of 5% of the bamlssets at the time it became
undercapitalized and the amount needed to complytive plan.

As of December 31, 2009, the Company believesith&ank subsidiary was well capitalized, basedhanprompt corrective action
guidelines described above. A bamkapital category is determined solely for theppse of applying the prompt corrective action ragahs
and the capital category may not constitute anrateuepresentation of the bank’s overall financ@idition or prospects for other purposes.

TEMPORARY LIQUIDITY GUARANTEE PROGRAM

On November 21, 2008, the Board of Directors ofRB¢C adopted a final rule relating to the Tempypraiquidity Guarantee Program
(TLGP). The TLGP was announced by the FDIC on Qartdld, 2008, preceded by the determination of syistesk by the Secretary of the
Department of Treasury, as an initiative to coutitersystem-wide crisis in the nation’s financietter. Under the TLGP the FDIC will
(1) guarantee, through the earlier of maturitywrel30, 2012, certain newly issued senior unsealgbtissued by participating institutions
on or after October 14, 2008, and before June @09 2nd (2) provide full FDIC deposit insuranceemage for non-interest bearing
transaction deposit accounts, Negotiable Order itfidaw (NOW) accounts paying less than 0.5% irgigper annum and Interest on
Lawyers Trust Accounts held at participating FDiStired institutions through December 31, 2009. Gmeunder the TLGP was available
for the first 30 days without charge. The fee amsest for coverage of senior unsecured debt raing@s50 basis points to 100 basis points
per annum, depending on the initial maturity of debt. The fee assessment for deposit insuranarage is 10 basis points per quarter on
amounts in covered accounts exceeding $250,000CBhgany elected to participate in the program phavided full FDIC deposit
insurance coverage for all non-interest bearingawts.



SARBANES-OXLEY ACT OF 2002

The Sarbanes-Oxley Act of 2002 contains importaqgtirements for public companies in the area @frfaial disclosure and corporate
governance. In accordance with Section 302(a)®S#hrbanes-Oxley Act, written certifications by @@mpany’s Chief Executive Officer
and Chief Financial Officer are required. Thesdifieations attest, among other things, that thenpany’s quarterly and annual reports filed
with the SEC do not contain any untrue statemeatrmofterial fact. In response to the Sarbanes-Oxteypf 2002, the Company adopted a
series of procedures to further strengthen itsaaite governance practices. The Company also esjsigned certifications from managers
who are responsible for internal controls throughtba Company as to the integrity of the informatibey prepare. These procedures
supplement the Company’s Code of Conduct Policyathdr procedures that were previously in plac20@5, the Company implemented a
program designed to comply with Section 404 of$hebanes-Oxley Act. This program included the idieation of key processes and
accounts, documentation of the design of contifelotizeness over process and entity level contasid, testing of the effectiveness of key
controls.

PRIVACY PROVISIONS OF GRAMM-LEACH-BLILEY ACT

Under the Gramm-Leach-Bliley Act (GLB Act), fedekanking regulators adopted rules that limit thiitslof banks and other
financial institutions to disclose non-public infleation about customers to non-affiliated third st These limitations require disclosure of
privacy policies to consumers and, in some circamss, allow consumers to prevent disclosure ¢dicepersonal information to non-
affiliated third parties. The privacy provisionthie GLB Act affects how consumer information isgmitted through diversified financial
companies and conveyed to outside vendors. The @ayripelieves it is in compliance with the variousvisions of the GLB Act.

USA PATRIOT ACT OF 2001

A major focus of governmental policy on financiasiitutions in recent years has been aimed at ctingo@oney laundering and
terrorist financing. The USA Patriot Act substaltyi@roadened the scope of United States anti-mdaweydering laws and regulations by
imposing significant new compliance and due diligeeobligations, creating new crimes and penaltiesexpanding the extra-territorial
jurisdiction of the United States. The United Stafeeasury Department has issued and, in some, gaspesed a number of regulations 1
apply various requirements of the USA Patriot Acfihancial institutions. These regulations impobégations on financial institutions to
maintain appropriate policies, procedures and otsto detect, prevent and report money laundaimgjterrorist financing and to verify the
identity of their customers. Failure of a finandiadtitution to maintain and implement adequategypaims to combat money laundering and
terrorist financing, or to comply with all of thelevant laws or regulations, could have seriouallagd reputational consequences for the
Company.

STATISTICAL DISCLOSURES FOR BANK HOLDING COMPANIES
The following Guide 3 information is included inghi~orm 10-K as listed below:

l. Distribution of Assets, Liabilities, and StocKtlers’ Equity; Interest Rates and Interest Diffaéi@rinformation. Information required by
this section is presented on page-22, and 2-30.

II.  Investment Portfolio Information required by théxton is presented on pages 10 ar-54.
lll. Loan Portfolio Information required by this sectiappears on pages-11 and 2-25.
IV. Summary of Loan Loss Experience Information reqlbrg this section is presented on page-26.

V. Deposits Information required by this section feléoon page 12
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VI. Return on Equity and Assets Information requiredHdy section is presented on page
VII. Shor-Term Borrowings Information required by this sentis presented on page :
INVESTMENT PORTFOLIO

Investment securities classified as held to matanie carried at amortized cost while investmenusges classified as available for s
are reported at fair market value. The followingl¢asets forth the cost basis and fair market vafbe Companys investment portfolio as
the periods indicated:

Investment securities available for sale at:

AT DECEMBER 31,

COST BASIS: 2009 2008 2007
(IN THOUSANDS)

U.S. Treasun $ — — $ 6,00¢
U.S. Agency 12,34: 10,38 37,25¢
U.S. Agency mortga(-backed securitie 116,08t 114,38 98,48
Other securitie: — 24 25
Total cost basis of investment securities availédesale $128,43( $124,79: $141,77(
Total fair value of investment securities availatesale $131,27. $126,78. $140,58.

Investment securities held to maturity at:

AT DECEMBER 31,

COST BASIS: 2009 2008 2007
(IN THOUSANDS)

U.S. Treasun $ 3,00¢ $ 3,082 $ 3,15:¢
U.S. Agency — — 3,47
U.S. Agency mortga¢-backed securitie 7,60z 9,56% 6,157
Other securitie: 1,00( 3,25( 5,75(
Total cost basis of investment securities held &bumity $11,61: $15,89¢ $18,53¢
Total fair value of investment securities held tatomity $11,99¢ $16,32: $18,37¢

LOAN PORTFOLIO
The loan portfolio of the Company consisted offthilowing:

AT DECEMBER 31,

2009 2008 2007 2006 2005
(IN THOUSANDS)
Commercial $ 96,15¢ $110,19° $118,93t $ 91,74¢ $ 80,62¢
Commercial loans secured by real estat 396,78° 353,87( 285,11 269,78: 249,20:
Real esta-mortgage(1 207,22: 218,92¢ 214,83¢ 209,72¢ 201,11
Consume 19,61¢ 23,80« 16,67¢ 18,33¢ 20,39
Loans 719,78! 706,79¢ 635,56¢ 589,59: 551,33!
Less: Unearned incon 671 691 471 514 831
Loans, net of unearned incot $719,11« $706,10¢ $635,09' $589,07° $550,50:

(1) For each of the periods presented beginninly @&cember 31, 2009, real estate-construction loanstituted 6.8%, 6.2%, 5.5%, 4.4%
and 5.5% of the Compa’s total loans, net of unearned income, respecti
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NON-PERFORMING ASSETS
The following table presents information concernnam-performing assets:

AT DECEMBER 31,
2009 2008 2007 2006 2005
(IN THOUSANDS, EXCEPT PERCENTAGES)

Non-accrual loans

Commercial $ 3,37¢ $1,12¢ $3,55:¢ $ 494 $2,31¢
Commercial loans secured by real es 11,71¢ 484 22t 19t 31¢
Real esta-mortgage 1,63¢ 1,31¢ 87¢ 1,05(C 1,07C
Consume 38€ 452 58E 547 44€
Total 17,11¢ 3,371 5,23¢ 2,28¢ 4,14¢
Past due 90 days or more and still accruin
Consume — — — 3 31
Total — — — 3 31
Other real estate owned
Commercial loans secured by real es 871 701 — — —
Real esta-mortgage 35C 494 42 3 13C
Consume — — — — 5
Total 1,221 1,19¢ 42 3 13E
Total non-performing assets $18,33: $4,572 $5,28( $2,292 $4,31¢
Total non-performing assets as a percent of loaddaans held for

sale, net of unearned income, and other real estated 2.5% 0.65% 0.82% 0.3% 0.7&%
Total restructured loans (included in -accrual loans abov: $ 9,60z $1,36( $1,217 $1,30z $ 25€

The Company is unaware of any additional loans kvhie required to either be charged-off or addddeamon-performing asset totals
disclosed above. Other real estate owned is redatthe lower of (1) fair value minus estimatedtsdo sell, or (2) carrying cost.

The following table sets forth, for the periodsigaded, (1) the gross interest income that woulehzeen recorded if non-accrual loans
had been current in accordance with their origieahs and had been outstanding throughout thegerisince origination if held for part of
the period, (2) the amount of interest income distwacorded on such loans, and (3) the net redundti interest income attributable to such
loans.

YEAR ENDED DECEMBER 31,

2009 2008 2007 2006 2005
(IN THOUSANDS)

Interest income due in accordance with originahte $558 $19¢  $21t $214 $21z

Interest income recorde (75) — (24) (55) (12)

Net reduction in interest incon $47¢ $19¢  $191 $15¢ $201
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DEPOSITS

The following table sets forth the average balasfale Company’s deposits and average rates paiddh for the past three calendar

years:

Demand;
Nor-interest bearin
Interest bearin
Savings
Money marke
Other time

Total deposit:

Interest expense on deposits consisted of theviolmp

Interest bearing demat

Savings

Money marke

Certificates of deposit in denominations of $100,00 more
Other time

Total interest expens

AT DECEMBER 31,
2009 2008 2007
(IN THOUSANDS, EXCEPT PERCENTAGES)

$114,47: —%  $110,60: —%  $105,30t —%
62,49¢ 0.41 64,68: 1.01 67,13: 1.7¢
72,35( 0.7¢ 70,25¢ 0.7¢ 71,92: 0.7¢
169,827 1.4< 107,840 2.2¢ 158,94 3.8C
343,84, 2.8¢ 341,18! 3.5¢ 346,13 4.34
$762,98. 2.0Z $694,56° 2.6¢ $749,44. 3.54

YEAR ENDED DECEMBER 31,
2009 2008 2007
(IN THOUSANDS)

$ 256 $ 65% $ 1,18/

53C 53¢ 54¢
2,43 2,417 6,04(
1,18¢ 1,74¢ 1,774

8,70( 10,33: 13,26
$13,10¢  $15,68(  $22,81:

Additionally, the following table provides more dééd maturity information regarding certificatefsdeposit issued in denominations

$100,000 or more as of December 31, 2009:
MATURING IN:

Three months or les

Over three through six mont
Over six through twelve montt
Over twelve month

Total

(IN THOUSANDS)
$ 13,14(

17,661
5,19z
9,17(
$ 45,16¢

FEDERAL FUNDS PURCHASED AND OTHER SHORT-TERM BORROW INGS

The outstanding balances and related informatioffefieral funds purchased and other short-ternoladngs are summarized as

follows:

Balance

Maximum indebtedness at any month
Average balance during ye

Average rate paid for the ye

Interest rate on year end balal

AT DECEMBER 31, 2009

FEDERAL OTHER
FUNDS SHORT-TERM
PURCHASED BORROWINGS
(IN THOUSANDS, EXCEPT RATES)
$ = $ 25,77¢
5,96¢ 54,64¢
1,35¢ 19,67(
0.5(% 0.67%
— 0.62
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AT DECEMBER 31, 2008

FEDERAL OTHER
FUNDS SHORT-TERM
PURCHASED BORROWINGS
(IN THOUSANDS, EXCEPT RATES)
Balance $ — $ 119,92
Maximum indebtedness at any month 5,68¢ 138,85!
Average balance during ye 20 71,617
Average rate paid for the ye 3.1€% 1.9€%
Interest rate on year end balal — 0.6(

AT DECEMBER 31, 2007

FEDERAL OTHER
FUNDS SHORT-TERM
PURCHASED BORROWINGS
(IN THOUSANDS, EXCEPT RATES)
Balance $ = $ 72,21(
Maximum indebtedness at any month 3,43( 74,09t
Average balance during ye 99 19,74¢
Average rate paid for the ye 5.1&% 4.8%%
Interest rate on year end balal — 3.8¢

Average amounts outstanding during the year reptekaly averages. Average interest rates reprastrest expense divided by the
related average balances.

These borrowing transactions can range from ovhtri@one year in maturity. The average maturitg weo days at the end of 2009,
2008, and 2007.

ITEM 1A. RISK FACTORS

Not applicable.
ITEM 1B. UNRESOLVED STAFF COMMENTS

The Company has no unresolved staff comments fhenSEC for the reporting periods presented.
ITEM 2. PROPERTIES

The principal offices of the Company and the Baokupy the five-story AmeriServ Financial buildinigtlae corner of Main and
Franklin Streets in Johnstown plus twelve floorshef building adjacent thereto. The Company ocautiie main office and its subsidiary
entities have 13 other locations which are ownéghttadditional locations are leased with termsigxg from February 16, 2010 to
March 31, 2018.

ITEM 3. LEGAL PROCEEDINGS

The Company is subject to a number of assertediaasiserted potential legal claims encounteredamérmal course of business. In
the opinion of both management and legal couniselgetis no present basis to conclude that theutsolof these claims will have a material
adverse effect on the Company’s consolidated fiighposition, results of operations or cash flows.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matter was submitted by the Company to its $tidders through the solicitation of proxies or othise during the fourth quarter of
the fiscal year covered by this report.
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PART Il

ITEMS5. MARKET FOR THE REGISTRANT 'S COMMON EQUITY AND RELATED STOCKHOLDER MATTERS AND
ISSUER PURCHASES OF EQUITY SECURITIES

COMMON STOCK

As of January 29, 2010, the Company had 4,138 bbhters of its common stock. AmeriServ Financiat.ls common stock is traded
on the NASDAQ Global Market System under the symiB@RV.” The following table sets forth the actdagh and low closing prices and
the cash dividends declared per share for the ¢eiialicated:

PRICES DIVIDENDS
HIGH LOW DECLARED

Year ended December 31, 200!
First Quarter $1.9¢ $1.4: $ 0.0C
Second Quarter 1.8¢ 1.5€ 0.0C
Third Quarter 2.0¢ 1.5¢ 0.0C
Fourth Quarter 1.97 1.4¢€ 0.0C

Year ended December 31, 20!

First Quarte! $3.3(C $2.21 $ 0.0C
Second Quarte 3.0¢ 2.6( 0.0C
Third Quartel 2.9¢ 2.37 0.0C
Fourth Quarte 2.8t 1.5¢ 0.02t

See Capital Resources section of the MD&A for divid restriction information. Information requireg this section is presented in the
“Capital Equity Compensation Plan Information Tdkdection of the Proxy Statement for the Annual Kregof Shareholders.
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ITEM 6. SELECTED CONSOLIDATED FINANCIAL DATA
SELECTED FIVE-YEAR CONSOLIDATED FINANCIAL DATA

AT OR FOR THE YEAR ENDED DECEMBER 31,
2009 2008 2007 2006 2005
(DOLLARS IN THOUSANDS, EXCEPT PER SHARE DATA)

SUMMARY OF INCOME STATEMENT DATA:

Total interest incom $ 47,45¢ $ 47,81¢ $ 49,37¢ $ 46,56 $ 45,86
Total interest expens 15,02: 18,70: 25,15¢ 22,08 21,75:
Net interest incom 32,43¢ 29,11% 24,22 24,47¢ 24,11:
Provision for loan losse 15,15( 2,92t 30C (125) (175)
Net interest income after provision for loan los 17,28¢ 26,19: 23,92 24,60: 24,28
Total nor-interest incom 13,92¢ 16,42« 14,707 12,84: 10,20¢
Total nor-interest expens 39,157 35,63’ 34,67 34,69: 49,42(
Income (loss) from continuing operations before@me taxe: (7,94%) 6,97¢ 3,95¢ 2,752 (14,929
Provision (benefit) for income tax (3,050 1,47(C 924 42( (5,909
Income (loss) from continuing operatic (4,89%) 5,50¢ 3,03¢ 2,332 (9,027)
Loss from discontinued operations, net of inconxesa — — — — (119)
Net income (loss $ (489) $ 550¢ $ 3,03 $ 2,33 $ (9,14)
PER COMMON SHARE DATA FROM CONTINUING
OPERATIONS:
Basic earnings (loss) per shi $ (028 $ 0262 $ 0142 $ o011 $ (0.49
Diluted earnings (loss) per she (0.29) 0.2t 0.14 0.11 (0.49)
PER COMMON SHARE DATA FROM DISCONTINUED
OPERATIONS*:
Basic loss per sha $ — $ —  $ —  $ — $ (0.0
Diluted loss per shal — — — — (0.01)
PER COMMON SHARE DATA
Basic earnings (loss) per shi $ (028 $ 022 $ 0142 $ 011 $ (0.49
Diluted earnings (loss) per she (0.29) 0.2t 0.14 0.11 (0.4%)
Cash dividends declart 0.0c 0.02¢ 0.0c 0.0c 0.0C
Book value at period er 4.0¢ 4.3¢ 4.07 3.82 3.82
BALANCE SHEET AND OTHER DATA:
Total asset $970,02¢ $966,92¢ $904,87¢  $895,99. $880,17!
Loans and loans held for sale, net of unearnedhiex 722,90: 707,10t 636,15! 589,43! 550,60:
Allowance for loan losse 19,68¢ 8,91( 7,252 8,092 9,14:
Investment securities available for s 131,27 126,78: 140,58: 172,22: 201,56
Investment securities held to matui 11,61: 15,89 18,53: 20,65 30,35¢
Deposits 786,01: 694,95¢ 710,43¢ 741,75! 712,66!
Total borrowings 64,66¢ 146,86: 95,20( 63,12: 77,25¢
Stockholder' equity 107,25: 113,25: 90,29: 84,68 84,47
Full-time equivalent employes 34t 353 351 36¢ 37¢

* The Company sold its remaining mortgage servicights of Standard Mortgage Corporation, its formmertgage servicing subsidiary, in
December 2004 and incurred discontinued operatotisgity of this nol-core business in 200
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AT OR FOR THE YEAR ENDED DECEMBER 31,

2009 2008 2007 2006 2005
SELECTED FINANCIAL RATIOS:
Return on average total equ (4.39% 5.92% 3.51% 2.7% (10.70%
Return on average ass (0.57) 0.62 0.34 0.27 (0.9%)
Loans and loans held for sale, net of unearnechiec@as a

percent of deposits, at period € 91.9] 101.7¢ 89.5¢ 79.4¢ 77.2¢
Ratio of average total equity to average as 11.72 10.4(C 9.7¢ 9.7: 8.8(
Common stock cash dividends as a percent of netriac

available to common sharehold — 9.92 — — —
Interest rate spree 3.37 3.21 2.54 2.67 2.3¢€
Net interest margil 3.72 3.64 3.0¢€ 3.1z 2.7¢
Allowance for loan losses as a percentage of laaddoans

held for sale, net of unearned income, at periat 2.72 1.2¢ 1.14 1.37 1.6€
Non-performing assets as a percentage of loans, leeldsor

sale and other real estate owned, at perioc 2.5¢ 0.6t 0.8: 0.3¢ 0.7¢
Net charg-offs as a percentage of average loans and loar

held for sale 0.6C 0.2C 0.1¢ 0.1€ 0.11
Ratio of earnings to fixed charges and preferreaidnds:(1)

Excluding interest on depos (1.19X 3.17X 2.6(X 1.93X (2.35)X
Including interest on deposi 0.5: 1.37 1.1€ 1.1z 0.0t

Cumulative one year interest rate sensitivity gatjpr at

period enc 1.0¢ 1.1C 0.9C 0.8t 0.8¢

(1) The ratio of earnings to fixed charges and prefedigidends is computed by dividing the sum of imeobefore taxes, fixed charges,
preferred dividends by the sum of fixed chargesmaéerred dividends. Fixed charges representaatexpense and are shown as both
excluding and including interest on depos
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF CON SOLIDATED FINANCIAL CONDITION AND RESULTS
OF OPERATIONS (MD&A)

The following discussion and analysis of financiahdition and results of operations of AmeriSemeficial, Inc. (AmeriServ) should
be read in conjunction with the consolidated finahstatements of AmeriServ Financial, Inc. inchglihe related notes thereto, included
elsewhere herein.

RESULTS OF OPERATIONS FOR THE YEARS ENDED DECEMBER 31, 2009, 2008, AND 2007
2009 SUMMARY OVERVIEW:

On January 26, 2010, AmeriServ announced a nefdogke fourth quarter of 2009 of $1.7 million$0.09 per share. This quarterly
loss increased the net loss for 2009 to $4.9 miltin$0.28 per share compared to net income of Bilion or $0.25 per share reported for
2008. It is our job to provide an analysis of tf¥2 challenges and our responses to those chafleBgefirst a few comments on the
economy and the steps that AmeriServ has beemngtédkiposition the Company to be a healthy survefdhis economic downturn.

Many people are aware of the increases in unempayiend the difficulties being experienced by sraal medium sized businesses
around the nation as well as in this region. Thekbrey industry has presented a rather confuseg sfdate. As the quarter progressed, the
media noted that the Wall Street banks were empingsiheir trading activities, instead of traditedibanking in order to rebuild their
revenues. Their trading profits, along with a sedéshareholder diluting capital infusions, petedtthem to repay their TARP injections
from the U.S. Treasury so that they could contitwupractice their much criticized executive com@iag programs. However, at the same
time, the banking supervisors continued to clagsifye community banks as troubled and continuetdioee banks in the fourth quarter. It
was probably inevitable that the brush fire thajdveon Wall Street in securitized subprime residéntortgages would grow and eventually
impact Main Street where community banks live. lagéh this spreading recession, community banke heecessarily focused on their
fundamental safety and soundness.

So it has been here at AmeriServ. Even thoughtgstern Pennsylvania region had not been a paatitip the so called economic
“bubble,” the resulting recession has also spreatis region. So as to increase the level of &gk, in September, the AmeriServ Board of
Directors and management established an assetyguaalk force and charged it with the responsiptlit examine and critique the entire loan
portfolio. The task force was instructed to recomchsetting aside the appropriate level of allowancdoan losses for any loan weakenec
the recession. This review has been completedhlutsk force will remain active in 2010 for wertt believe that the economy has yet
entered a period of sustained recovery. Guidedhéyask force recommendations, AmeriServ added@alidn in the fourth quarter to the
allowance for loan losses insuring that this repnésover 100% coverage of the total of non-perfiognioans. This concentrated focus on
asset quality actually resulted in a reduction®#%nillion in the total of non-performing assetsem compared with September 30, 2009. We
believe that this coldly realistic policy will prade the necessary level of reserves for these tandseduce the likelihood of unpleasant
surprises.

It is also common knowledge that the wealth managerhusiness has been through something of adirasis a consequence of the
recession. Therefore, AmeriServ has also takenifgpactions to strengthen our trust and wealth aggment subsidiaries. Beginning in
October 2009, a nationally known consulting firns liieen performing a comprehensive study of thetT@ampany from top to bottom. This
study is focused on strategic issues, but alshemlay-to-day operating and compliance issues Bbiaeds and management received this
study just recently and are now building a timeliluging which to implement the recommendations. y{idar 2010 is a year for the Trust
Company to re-invent itself so that it can be aivagarticipant in its various markets. A partlo&t reinvention is a search for a successc
the retiring Trust Company CEO.
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You should also know that the fourth quarter hasoeen just studying things and fixing things. AiBerv has been quite active in the
business of banking. During the fourth quarter,Goepany:

» originated $55 million of new loans, including $2flllion of residential mortgages in this regic
» increased its core deposit base by $6.8 milliorth&r maintaining its position as the market leadeteposits in its primary marke

« concluded a new 4 year collective bargaining agesgmith its unionized work force, ensuring a udigtaff focused on customer
service for years to com

» received the necessary approvals to begin con&truat our third full service retail banking branchState College, P#
* Dbegan an effort to emphasize the marketing and sdilbusiness services, to improve our visibilitthe business community, a

« completed a seamless transition between our rgtRiesident and Chief Executive Officer, Allan ReriDison, and his successor, Glenn
L. Wilson.

Just another word about these difficult times fmmmunity banks. It has been the keystone of theri8Bev Turnaround strategy to
maintain a conservative balance sheet and to déapwmoblem situations swiftly and completely. Thias meant emphasizing our core deg
strength, limiting the geographical radius of emding activities and emphasizing the growth ofsThusiness revenue and profitability. We
try to always keep three goals in mind:

e Maintain an Allowance for Loan Losses equal teeast 100% of Nc-Performing Loans. We ended 2009 with a coveradel 686

» Surpass all required regulatory Capital Ratiosrapart these to shareholders publicly each quakt@eriServ also met this goal as of
yearend 200¢

» Ensure strong liquidity. While there is no commoabcepted liquidity measure in our industry, ouaBblnvestment/ALCO Committe
examines this calculation regularly and, as of -end 2009, AmeriServ reported strong liquid

We hope that this recession will pass soon sowkatan get back to growing the franchise. But ag las the troubles continue we will
continue to concentrate on the safety and soundréhss institution and position AmeriServ to beecof the strong survivors.

PERFORMANCE OVERVIEW... The following table sumnmas some of the Company’s key profitability perfarmoe indicators for
each of the past three years.

YEAR ENDED DECEMBER 31,
2009 2008 2007
(IN THOUSANDS, EXCEPT
PER SHARE DATA AND RATIOS)

Net income (loss $(4,895) $5,50¢ $3,03¢
Diluted earnings (loss) per she (0.2¢) 0.2t 0.14
Return on average ass (0.51)% 0.62% 0.34%
Return on average equi (4.33) 5.9 3.51
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The Company reported a net loss of $4.9 millioB8@28 loss per diluted common share for 2009. fdpsesents a decrease of $10.4
million from the 2008 net income of $5.5 million $0.25 per diluted common share. Diluted earnireggsshare declined more significantly
than net income due to the preferred dividend requént on the CPP preferred stock purchased by BeTreasury under its TARP progri
in 2009, which amounted to $1.0 million and reduttedlamount of net income available to common $i@ders. An increased provision for
loan losses, reduced non-interest income, and highreinterest expenses were the main factors mguike decrease in net income in 2009.
These negative items more than offset good growtiet interest income that resulted from solid lead deposit growth within our retail
Bank and effective balance sheet management iclaihg interest rate environment.

The Company reported net income of $5.5 millio$@125 per diluted share for 2008. This represeateihcrease of $2.5 million or
82% over 2007 net income of $3.0 million or $0.#4 diluted share. The Company’s return on assgisowed to 0.62% in 2008 compared to
0.34% in 2007. Conservative balance sheet positipailowed AmeriServ to report improved financiatjermance during a historic period
turmoil and crisis within the financial markets.efgrowth in earnings in 2008 was driven by incrdaset interest income and higher non-
interest revenue, which more than offset an ina@asovision for loan losses and higher non-intezgpenses.

NET INTEREST INCOME AND MARGIN... The Company'’s nigterest income represents the amount by whigrést income on
earning assets exceeds interest paid on interaghpdiabilities. Net interest income is a primagurce of the Company'’s earnings; it is
affected by interest rate fluctuations as well l@@nges in the amount and mix of earning assetsndgm@st bearing liabilities. The following
table summarizes the Company’s net interest ingeenformance for each of the past three years:

YEAR ENDED DECEMBER 31,

2009 2008 2007
(IN THOUSANDS, EXCEPT RATIOS)
Interest incom $47,45¢ $47,81¢ $49,37¢
Interest expens 15,02 18,70: 25,15¢
Net interest incom 32,43¢ 29,117 24,22:
Net interest margil 3.72% 3.64% 3.0€%

2009 NET INTEREST PERFORMANCE OVERVIEW... The Companyet interest income in 2009 increased by $31Banj or
11.4%, from 2008 and the net interest margin rgs@ basis points to 3.72% over the same comparptvied. The increased net interest
income and margin resulted from a combination afcdjbalance sheet growth and the pricing benefhigesed from a steeper yield curve in
2009. Specifically, total loans averaged $725 wrillin 2009, an increase of $83 million or 13.0%rd@08. This growth caused overall loan
interest revenue to increase in 2009 despite tiierlinterest rate environment. The Comparstrong liquidity position has been supporte:
total deposits that averaged $763 million in 2G09increase of $68 million or 9.8% over 2008. TlenPany believes that uncertainties in
financial markets and the economy have contribtdegtowth in money market accounts, certificatedeyfosit, and demand deposits as
consumers have looked for safety in well capitalizemmunity banks like AmeriServ Financial Bank.ditibnally, the Company also
benefited from a favorable $3.7 million declindnterest expense caused by the more rapid downsegriting of both deposits and Federal
Home Loan Bank borrowings due to the market dedtirghort-term interest rates.

COMPONENT CHANGES IN NET INTEREST INCOME: 2009 VERS 2008... Regarding the separate components ohtezest
income, the Compang'total interest income in 2009 decreased by $8®&hen compared to 2008. This decrease was dué2dasis poil
decline in the earning asset yield to 5.44%, thest partially mitigated by a $79 million increaseairerage earning assets due to the previ
mentioned strong loan growth. Within the earningea$ase, the yield on the total loan portfoliordased by 65 basis points to 5.72% and
reflects the lower interest rate environment in2@6 the Federal Reserve has reduced the federal
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funds rate by approximately 200 basis points ipoese to the financial market crisis that hit ist kgear’s third quarter. The total investment
securities yield decreased by 5 basis points 18%.&hile the yield on short-term money market fuddspped by 161 basis points to 0.35%.
Both of these yield drops also reflect the loweeiiast rate environment in 2009.

The $79 million, or 9.9%, increase in the volumeeérage earning assets was due to an $83 midiat3.0%, increase in average
loans, partially offset by a $7 million, or 4.9%&alease in average investment securities. Thisgoamth was driven by increased
commercial real estate loans as a result of suttdessy business development efforts, particularlyhe suburban Pittsburgh market. The
Company found increased commercial lending oppdirésin the Pittsburgh market in the second h&2@D8 and first half of 2009 due to
the retrenchment of several larger competitorsrasiat of the turmoil in the financial markets.igtoan growth caused the Company’s loan
to deposit ratio to average 95.1% in 2009 comptré&®.4% in 2008. The decline in investment semsitvas caused by the call of certain
agency securities and ongoing cash flow from maegaacked securities. The Company has electedlimeuhis cash from lower yielding
investment securities to fund higher yielding loanan effort to improve the Company’s earning agdd and net interest margin. The
Company, however, does not expect the investmentities portfolio to shrink any further in 2010dnder to maintain sufficient security
balances for pledging purposes.

The Company’s total interest expense for 2009 dea@ by $3.7 million, or 19.7%, when compared 0820 his decrease in interest
expense was due to a lower cost of funds as theo€bsth deposits and borrowings repriced downweittl the reductions in short-term
interest rates. Specifically, the cost of intelesaring deposits declined by 67 basis points ta8%,Qvhile the cost of all FHLB borrowings
dropped by 106 basis points to 1.22%. This decreafsmding costs more than offset the addition&tiiest expense associated with a $46
million increase in the volume of interest beatliadilities due to the previously mentioned depgsdwth. Additionally, the Company’s
funding mix also benefited from a $3.9 million iresse in non-interest bearing demand deposits. @vara009 the Company had the
discipline to further reduce its reliance on borirmyg as a funding source as wholesale borrowingsaged only 6.7% of total assets. The
Company also does not use brokered certificategpdsit as a funding source.

2008 NET INTEREST PERFORMANCE OVERVIEW... The Compamyet interest income in 2008 increased by $4lianj or
20.2%, from the prior year and the net interestgimawas up by 58 basis points over the same cortipageriod. The Company’s balance
sheet positioning allowed it to benefit from thgréficant Federal Reserve reductions in short-tierterest rates and the return to a more
traditional positively sloped yield curve. As aukof these changes, the Company’s interest expensieposits and borrowings declined at a
faster rate than the interest income on loans iavestments. Additionally, an improved earning ass&twith fewer investment securities a
more loans outstanding also contributed to thee@meed net interest income and margin in 2008. Tadalks increased by $71 million or 11.
with $43 million of the growth occurring during tfigurth quarter of 2008 as we were able to exteaditto quality borrowers within the
communities in which we operate.

COMPONENT CHANGES IN NET INTEREST INCOME: 2008 VERS 2007... Regarding the separate components ohtezest
income, the Company’s total interest income for@€@6creased by $1.6 million when compared to 208i& decrease was due to a 27 basis
point decrease in the earning asset yield to 5.98%hin the earning asset base, the yield on tted toan portfolio decreased by 45 basis
points to 6.37% and reflects the lower interest mtvironment in 2008 as the Federal Reserve rddbeefederal funds rate by 400 basis
points during 2008. The total investment securiietd, however, increased by five basis point4.t8%. The Company took advantage of
the positively sloped yield curve in the secondrtgraof 2008 to position the investment portfolay better future earnings by selling some of
the lower yielding securities in the portfolio albas and replacing them with higher yielding séms with a modestly longer duration.

The $8.8 million increase in the volume of averagming assets was due to a $34.3 million, or 5i6étease in average loans partially
offset by a $21.6 million, or 12.3%, decrease iarage investment securities. The loan growth wagdby increased commercial real estate
loans as a result of successful new business
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development efforts particularly in the suburbatsBurgh market. The Company has found increaseunegrcial lending opportunities in the
Pittsburgh market in 2008 due to the retrenchmeséweral larger competitors as a result of theaikin the financial markets. The decline
in investment securities was caused by the caledfin agency securities and ongoing cash flom fnoortgage-backed securities. The
Company has elected to utilize this cash from loyielding securities to fund higher yielding loansan effort to improve the Company’s
earning asset yield.

The Company’s total interest expense for 2008 @ese@ by $6.5 million, or 25.7%, when compared @72@ his decrease in interest
expense was due to a lower cost of funds. The tottl of funds for 2008 declined by 94 basis pdiotd.75% and was driven down by lower
short-term interest rates and a more favorableifigniohix in 2008. Specifically, the costs of intdrbearing deposits decreased by 85 basis
points to 2.69% while the cost of short-term borirayg dropped by 293 basis points to 1.96%. Totatagye interest bearing deposits
decreased by $60.2 million or 9.3% due almost elytio a decline in Trust Company specialty deposit wholesale borrowings provided the
Company with a lower cost funding source than thiegeosits for the majority of 2008. Wholesale bavirgs averaged 9.3% of total assets in
2008. Additionally, the Company’s funding mix alsenefited from a $5.3 million increase in non-ierbearing demand deposits and an
increase in retail money market deposits as custohsl opted for shoteérm liquidity during this period of volatility andecline in the equit
markets.

The table that follows provides an analysis ofinttrest income on a tax-equivalent basis settntp f(i) average assets, liabilities, and
stockholders’ equity, (ii) interest income earnedmterest earning assets and interest expensepaiderest bearing liabilities, (iii) average
yields earned on interest earning assets and avestgs paid on interest bearing liabilities, (nterest rate spread (the difference betweer
average yield earned on interest earning assettharal/erage rate paid on interest bearing liégs)it and (v) net interest margin (net interest
income as a percentage of average total interesingaassets). For purposes of these tables ldandes include non-accrual loans, and
interest income recorded on non-accrual loans aash basis, which is deemed to be immaterial cisided in interest income. Regulatory
stock is included within available for sale investihsecurities for this analysis. Additionally ax tate of approximately 34% is used to
compute tax-equivalent yields.
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YEAR ENDED DECEMBER 31,

2009 2008 2007
INTEREST INTEREST INTEREST
AVERAGE YIELD/ AVERAGE YIELD/ AVERAGE YIELD/
INCOME/ INCOME/ INCOME/
BALANCE  EXPENSE  RATE BALANCE  EXPENSE  RATE BALANCE  EXPENSE  RATE
(IN THOUSANDS, EXCEPT PERCENTAGES)
Interest earning asse
Loans, net of unearned
income $725,24. $ 41,48t 572% $641,76¢ $ 41,10( 6.37% $607,50° $ 41,65¢ 6.82%
Deposits with bank 1,782 4 0.2z 583 13 2.23 50C 20 4.0C
Federal funds sol 49C 1 0.11 114 4 3.5¢ 2,27¢ 121 5.2¢
Short-term investment in
money market fund 9,022 30 0.3t 7,13¢ 14C 1.9¢ 8,851 208 2.2¢
Investment securitie:
Available for sale 131,80 5,34( 4.0t 136,34 5,77C 4.03 155,00: 6,43 3.9¢
Held to maturity 14,34¢ 63C 4.3¢€ 17,29: 87E 5.0¢ 20,25% 1,03¢ 5.04
Total investment securitie 146,15( 5,97( 4.0¢ 153,63t 6,64~ 4,15 175,26( 7,472 4.0¢
TOTAL INTEREST EARNING
ASSETS/ INTEREST
INCOME 882,68! 47,49: 5.4¢ 803,23! 47,90 5.9¢ 794,40: 49,47( 6.2%
Non-interest earning asse
Cash and due from ban 14,49¢ 16,78t¢ 17,75(
Premises and equipme 9,21z 9,33: 8,62:
Other asset 72,574 72,24¢ 70,36¢
Allowance for loan losse (13,389 (7,837) (7,759
TOTAL ASSETS $965,58( $893,76¢ $883,38¢
Interest bearing liabilities
Interest bearing deposit
Interest bearing demar  $ 62,49 $  25€ 041% $ 64,68 $ 654 1.01% $ 67,13 $ 1,18/ 1.76%
Savings 72,35( 53C 0.7¢ 70,25 53t 0.7¢ 71,92: 54¢ 0.7¢€
Money marke 169,82: 2,431 1.44 107,84: 2,417 2.2¢ 158,94° 6,04( 3.8C
Other time 343,84 9,88¢ 2.8¢ 341,18! 12,07« 3.5¢ 346,13« 15,03¢ 4.34
Total interest bearing
deposits 648,50¢ 13,10¢ 2.0z 583,96t 15,68( 2.6¢ 644,13! 22,81 3.54
Federal funds purchased and
other shorterm borrowings 21,02¢ 14C 0.67 71,63¢ 1,40: 1.9¢ 19,84« 972 4.8¢
Advances from Federal Home
Loan Bank 43,93¢ 652 1.4¢ 11,72¢ 49¢ 4.2¢ 4,852 258 5.22
Guaranteed junior subordinated
deferrable interest debentul 13,08¢ 1,12( 8.57 13,08¢ 1,12( 8.57 13,08¢ 1,12( 8.57
TOTAL INTEREST BEARING
LIABILITIES/INTEREST
EXPENSE 726,55! 15,02: 2.07 680,41: 18,70: 2.7 681,91¢ 25,15¢ 3.6¢
Non-interest bearing liabilities
Demand deposil 114,47: 110,60: 105,30¢
Other liabilities 11,42¢ 9,81¢ 9,70
Stockholder equity 113,13. 92,93’ 86,46
TOTAL LIABILITIES AND
STOCKHOLDERY EQUITY $965,58! $893,76¢ $883,38¢
Interest rate spree 3.37 3.21 2.54
Net interest income/net intere
margin 32,47. 3.72% 29,20( 3.64% 24,314 3.0€%
Tax-equivalent adjustmel (38) (83 (91)
Net interest incom $ 32,43¢ $ 29,117 $ 24,22
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Net interest income may also be analyzed by setingghe volume and rate components of interesinme and interest expense. The
table below sets forth an analysis of volume amel changes in net interest income on a tax-equivalasis. For purposes of this table,
changes in interest income and interest expensallacated to volume and rate categories based tif@orespective percentage changes in
average balances and average rates. Changesimenest income that could not be specifically iifeed as either a rate or volume change
were allocated proportionately to changes in volame changes in rate.

2009 vs. 2008 2008 vs. 2007
INCREASE (DECREASE) INCREASE (DECREASE)
DUE TO CHANGE IN: DUE TO CHANGE IN:
AVERAGE AVERAGE
VOLUME RATE TOTAL VOLUME RATE TOTAL

(IN THOUSANDS)
INTEREST EARNED ON

Loans, net of unearned incor $ 1,14¢ $ (75¢) $ 38¢ $ 3,25¢ $(3,812) $ (559
Deposits with bank 15 (24) 9 4 (11) @)
Federal funds sol 9 (12 (©)] (87 (30 (1179)
Shor-term investments in money market fur (78) (32 (110 (36) (27) (63)
Investment securitie:

Available for sale (15¢€) (274) (430 (777) 114 (663)

Held to maturity (265) 20 (245) (169) 5 (164
Total investment securitie (421) (259) (675) (94€) 11¢ (827)
Total interest incom 671 (1,080 (409 2,19: (3,767 (1,56%)
INTEREST PAID ON:
Interest bearing demand depo: (410 12 (39§ (42 (489) (537)
Savings deposil 5) — (5) (14 — (14)
Money marke 52€ (50€) 20 (1,597 (2,039 (3,629
Other time deposit (2,159 (30 (2,189 (213 (2,75)) (2,969
Federal funds purchased and other «term borrowings (1,91¢ 653 (1,269 561 (129 432
Advances from Federal Home Loan Be 1,04¢ (893) 152 283 (37) 24¢€
Total interest expens (2,919 (764) (3,687) (1,016 (5,43%) (6,454
Change in net interest incor $ 3,58¢ $ (316 $3,277 $ 3,20¢ $ 1,671 $ 4,88¢
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LOAN QUALITY... AmeriServ Financial’s written lendingolicies require underwriting, loan documentatiang credit analysis
standards to be met prior to funding any loan. Attie loan has been approved and funded, contipegddic credit review is required. The
Companys policy is to individually review, as circumstascgarrant, each of its commercial and commerciatgage loans to determine i
loan is impaired. At a minimum, credit reviews arandatory for all commercial and commercial mortghman relationships with aggregate
balances in excess of $250,000 within a 12-montlogeThe Company has also identified three pobknmall dollar value homogeneous
loans which are evaluated collectively for impainnéhese separate pools are for small business 250,000 or less, residential mortgage
loans and consumer loans. Individual loans with&se pools are reviewed and removed from the pémttiors such as significant
delinquency in payments of 90 days or more, bartkyymr other negative economic concerns indiaafgairment. The following table sets
forth information concerning AmeriServ’s loan dejirency and other non-performing assets.

AT DECEMBER 31,
2009 2008 2007
(IN THOUSANDS,
EXCEPT PERCENTAGES)

Total loan past due 30 to 89 de $11,40¢ $ 4,39 $ 3,55¢
Total nor-accrual loan: 17,11¢ 3,371 5,23¢
Total nor-performing assets(: 18,33 4,572 5,28(
Loan delinquency as a percentage of total loandaarts held for sale, net of unearned inci 1.5¢% 0.62% 0.5€%
Non-accrual loans as a percentage of total loans artsIbeld for sale, net of unearned inc 2.37 0.4¢ 0.82
Non-performing assets as a percentage of total loati$cans held for sale, net of unearned

income, and other real estate ow 2.5¢2 0.6t 0.8:
Non-performing assets as a percentage of total a 1.8¢ 0.47 0.5¢
Total classified loans (loans rated substandatbabtful) $48,68¢ $13,23¢ $10,83¢

(1) Non-performing assets are comprised of (i) loans @naton a noraccrual basis, (ii) loans that are contractuallst plue 90 days or mo
as to interest and principal payments and (iiigotieal estate owne

As a result of the recessionary economy, non-peiiftg assets and delinquency levels have trende@upaver the past year,
specifically, non-performing assets have incredsefi13.8 million and now total $18.3 million or 2% of total loans. Three credits were
primarily responsible for the increased level ofifperforming assets: First, in response to theeéshbliational Credit Examination, the
Company transferred a $9.6 million commercial loaationship to a borrower in the restaurant indust non-accrual status. The Company
restructured this loan at its maturity by enteiimp a forbearance agreement with the borrowerdakenreduced payments over a six-month
period in an effort to give the borrower greatexibility to restructure its operations to impratecash flows during this difficult economic
period. The Company has never had any paymentolglircy with this borrower. Recently, the borrowas hesumed making normal
principal and interest payments in accordance thighterms of the forbearance agreement. A $3.4amifipecific reserve has been establit
against this credit. Second, a $3.0 million loaa taorrower in the heavy construction equipmentaldrusiness was transferred to ramerua
status. This borrower was experiencing cash fldficdities that caused payment delinquency. A $tillion specific reserve has been
established against this credit. Third, a $2.3ianlland development loan related to a lake propertVestern Pennsylvania. Interest on the
loan since origination had been paid through aerést reserve funded via proceeds from the loameldpment of the land has not proceeded
according to schedule and the Company electe@dtsfier this commercial loan into non-accrual stdtusng the fourth quarter. A $461,000
reserve has been established against this credit.
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The remainder of the total $35 million increaselassified loans was caused by the downgrade afitireg classification of numerous
commercial loans that are experiencing operatingkwess in the recessionary economy but are stitbpaing. These downgrades reflected
the receipt of the most current financial data weld obtain from our commercial borrowers to deteanwhat impact the recessionary
economy had on their financial performance. Inctuofethis amount was another $5 million credit tare national industrial company that
was downgraded to substandard in the third quaft2009, as a result of the Shared National Ciexéimination. We continue to closely
monitor the portfolio given the recessionary ecop@nd the number of relatively large-sized comnarahd commercial real estate loans
within the portfolio. As of December 31, 2009, Bfelargest credits represented 31.1% of total l@anstanding. Additionally, the Company
had no performing loans that were considered restred for the periods presented.

ALLOWANCE AND PROVISION FOR LOAN LOSSES... As deslmed in more detail in the Critical Accounting Ridis and

Estimates section of this MD&A, the Company usesmprehensive methodology and procedural discigbrreaintain an allowance for lo
losses to absorb inherent losses in the loan piortfthe Company believes this is a critical acdmmpolicy since it involves significant
estimates and judgments. The allowance consiste@ elements: 1) an allowance established orfg@dly identified problem loans, 2)
formula driven general reserves established far kategories based upon historical loss experiandeother qualitative factors which inclt
delinquency and non-performing loan trends, econdrends, concentrations of credit, trends in lealnme, experience and depth of
management, examination and audit results, eftédasy changes in lending policies, and trendsolicp, financial information, and
documentation exceptions, and 3) a general riskrveswvhich provides support for variance from cesessment of the previously listed
qualitative factors, provides protection againsditrrisks resulting from other inherent risk fastocontained in the Bank’s loan portfolio, and
recognizes the model and estimation risk associatdthe specific and formula driven allowancekeTualitative factors used in the
formula driven general reserves are evaluated efiyaand revised if necessary) by the Compamganagement to establish allocations w
accommodate each of the listed risk factors. THevfing table sets forth changes in the allowarmddan losses and certain ratios for the

periods ended.

Balance at beginning of ye
Chargr-offs:
Commercial
Commercial loans secured by real es
Real estal-mortgage
Consumel
Total charg-offs
Recoveries
Commercial
Commercial loans secured by real es
Real esta-mortgage
Consumel
Total recoverie:

Net charg-offs
Provision for loan losse

Balance at end of yei

Loans and loans held for sale, net of unearnechiec
Average for the yee
At December 3:

As a percent of average loans and loans held fer
Net charg-offs
Provision for loan losse

Allowance as a percent of each of the followi
Total loans and loans held for sale, net of uneshimeome
Total delinquent loans (past due 30 to 89 d:
Total nor-accrual loan:
Total nor-performing asset

Allowance as a multiple of net cha-offs

YEAR ENDED DECEMBER 31,

2009 2008 2007 2006 2005
(IN THOUSANDS, EXCEPT RATIOS AND
PERCENTAGES)

$ 8,91( $ 7,25 $ 8,00 $ 9,14 $ 9,891
(3,810 (408) (934) (769 (214)
(84C) (811) 12) D) (119
(128) (132) (79) (76) (148)
(352) (365) (307) (397) (403)
(5,130) (1,719 (1,332 (1,242 (875)
601 29¢ 40 118 77

14 39 38 41 15

27 26 12 19 52

113 82 102 142 156
755 44€ 197 31¢ 30C
(4,375) (1,267 (1,140 (926) (575)
15,15( 2,92¢ 30C (125) (175)
$ 19,68: $ 8,91( $ 7,25: $ 8,09 $ 9,14:
$725,24: $644,89( $610,68! $567,43! $528,54!
722,90 707,10¢ 636,15 589,43 550,60;
0.6(% 0.2(% 0.1% 0.1€% 0.11%
2.0¢ 0.4% 0.0% (0.02) (0.09)
2.72 1.2¢ 1.14 1.37 1.6€
172.5¢ 202.6¢ 203.71 270.5¢ 209.6¢
115.0! 263.8¢ 138.4¢ 353.9¢ 220.3
107.3¢ 194.8¢ 137.3¢ 353.0¢ 211.8¢
4.50x 7.0 6.36x 8.74x 15.9(x
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The Company appropriately strengthened its allowdaocloan losses in 2009 in response to determrah asset quality. As previously
discussed, this deterioration in asset qualityd@®was evidenced by higher levels of non-perfogihirans and classified loans than in 2008
and reflects the results of a comprehensive rewiglwans in the commercial loan and commercial estdite portfolio in the second half of
2009. Overall, the Company recorded a $15.2 milicovision for loan losses in 2009, compared t@.8 $nillion provision for 2008, or an
increase of $12.2 million. Actual credit lossedimeal through charge-off, however, are running veellow the provision level, but are higher
than the prior year. For 2009, net charge-offs amtexlito $4.4 million or 0.60% of total loans, comgghto net charge-offs of $1.3 million or
0.20% of total loans for 2008. Of the 2009 net ghaoffs, $3.3 million was realized in the fourthagier and reflected the resolution of one of
the Company’s larger non-performing loans. In sumyide allowance for loan losses provided 115%ecage of non-performing loans and
was 2.72% of total loans at December 31, 2009, emetpto 264% of non-performing loans and 1.26%ptafltoans at December 31, 2008.

The Company recorded a $2.9 million loan loss miowi for 2008 compared to a $300,000 loan lossigiav for 2007. The higher loan
provision in 2008 was caused by the Company'’s @ti® strengthen its allowance for loan lossestdube downgrade of the rating
classification of several specific performing conmai@ loans, uncertainties in the local and nati@m@nomies and strong growth in total
loans in 2008. Overall net charge-offs have trengwslard over the past several years. Specificiihy2008, net chargeffs amounted to $1
million or 0.20% of total loans compared to netrgeaoffs of $1.1 million or 0.19% of total loang f2007.

The following schedule sets forth the allocationtaf allowance for loan losses among various |l@aegories. This allocation is
determined by using the consistent quarterly promddiiscipline that was previously discussed. &htre allowance for loan losses is
available to absorb future loan losses in any ketegory.

AT DECEMBER 31,

2009 2008 2007 2006 2005
PERCENT PERCENT PERCENT PERCENT PERCENT
OF LOANS OF LOANS OF LOANS OF LOANS OF LOANS
IN IN IN IN IN
EACH EACH EACH EACH EACH
CATEGORY CATEGORY CATEGORY CATEGORY CATEGORY
TO TO TO TO TO
AMOUNT LOANS AMOUNT LOANS AMOUNT LOANS AMOUNT LOANS AMOUNT LOANS
(IN THOUSANDS, EXCEPT PERCENTAGES)
Commercia $ 4,75¢ 13.5% $ 2,841 15.6% $ 2,07 18.7% $ 2,361 15.6% $ 3,31: 14.6%
Commercial
loans
secured by
real estatt 12,69: 54.¢ 4,467 50.C 3,632 44.¢ 3,54¢ 45.¢ 3,64 45.¢
Real estate-
mortgage 314 29.2 32E 31.1 31€ 33.¢ 424 35.€ 381 36.5
Consume 90¢& 2.6 92t 3.3 83t 2.6 1,00C 3.C 1,022 3.6
Allocation to
general ris 1,01¢ — 352 — 39t — 761 — 784 —
Total $19,68¢ 100.(% $ 8,91( 100.(% $ 7,252 100.(% $ 8,09 100.(% $ 9,14: 100.(%

Even though residential real estate-mortgage loanmgprise 29.2% of the Company’s total loan portfotinly $314,000 or 1.6% of the
total allowance for loan losses is allocated agddhis loan category. The residential real estabetgage loan allocation is based upon the
Company’s five-year historical average of actuahl@harge-offs experienced in that category aneratalitative factors. The
disproportionately higher allocations for commelrtdans and commercial loans secured by real estfleet the increased credit risk
associated with this type of lending, the Compalimwssorical loss experience in these categories cdlner qualitative factors.

Based on the Comparsyallowance for loan loss methodology and the edlassessment of the inherent risk factors cordairthin the
Company’s loan portfolio, we believe that the allmwee for loan losses was adequate at Decembef39,t@ cover losses within the
Company’s loan portfolio.
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NON-INTEREST INCOME... Non-interest income for 20@@alled $13.9 million; a decrease of $2.5 million 15.2%, from 2008.

Factors contributing to this reduced level of notefest income in 2009 included:

a $1.5 million decrease in revenue from bank owhiiednsurance (BOLI) due to fewer death claim pays in 2009

a $1.2 million, or 16.2%, decline in trust and istreent advisory fees due to reductions in the ntas&iele of assets managed due to
lower equity and real estate values in 2(

a $174,000, or 36.5%, increase in gains realizesidential mortgage loan sales into the seconaianket in 2009. As a result of
increased mortgage purchase and refinance aditivibe Company’s primary market, there were $66ionilof residential mortgage
loans sold into the secondary market in 2009 coetpty $37 million in 2008. Overall, the Companydsapproximately 70% of its new
residential mortgage loan production into the sdeoynmarket in 2009 in an effort to limit longerrteinterest rate rist

the Company took advantage of market opportundiresgenerated $164,000 of gains on the sale ofiment securities in 2009
compared to a $95,000 loss on a portfolio repasitip strategy executed in 20(

Non-interest income for 2008 totaled $16.4 millian;increase of $1.7 million, or 11.7%, from 20B&ctors contributing to this

increased level of non-interest income in 2008Lided:

a $1.4 million increase in revenue from bank owlifednsurance due to increased payments of ddatims in 2008

a $170,000 increase in gains on loans held fordiseto increased residential mortgage loan satedtie secondary market in 2008.
There were $37.5 million of residential mortgagene sold into the secondary market in 2008 compar§@6.7 million in 2007

a $490,000, or 19.0%, increase in deposit senheeges due to increased overdraft fees and greatéice charge revenue that resulted
from a realignment of the Ba’'s checking accounts to include more fee based ptss

a $195,000 decrease in investment advisory feagesult of a drop in assets under managemeniodihe teclines experienced in the
equity markets in 200t

NON-INTEREST EXPENSE... Non-interest expense fd@2tbtalled $39.2 million; a $3.5 million, or 9.9%crease from 2008.

Factors contributing to the higher non-interestemqe in 2009 included:

a $1.6 million increase in FDIC deposit insuranggemnse due to the recognition of a $435,000 explemsespecial five basis point
assessment mandated for all banks and higher neguimsurance premiums due to the need to strengtteedeposit insurance fur

a $1.3 million, or 6.8%, increase in salaries amgpleyee benefits expense due to higher sales dellatentive compensation, normal
merit increases, severance costs and greater pesgiense

Other expense increased by $1.1 million primarile ¢b credit related costs. Specifically, othel estate owned expense increased by
$715,000 due to the write-down and operating casseciated with an increased number of other gateeowned properties while the
Company also had to fund its reserve for unfundedroitments by an additional $118,000 in 2C

a $450,000 increase in professional fees due teehiggal costs, recruitment fees, and greateruttimg costs associated with a
comprehensive review of the Trust Company in thetfoquarter of 200¢
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» a$757,000 decrease in core deposit amortizatienbaanch core deposit intangible was fully amediby the end of the first quarter of
20009.

Non-interest expense for 2008 totaled $35.6 mijled$965,000 or 2.8% increase from 2007. Factangribuiting to the higher non-
interest expense in 2008 included:

* a$887,000 increase in other expense was largabedaby the non-recurrence of a favorable $400,800very related to previous
mortgage servicing operation that was realizedidi72and greater marketing, other real estate ovaretifelephone expenses in 2008.
The higher other real estate expense was due ©dimpany taking possession of a commercial apattmélding in the first half of
2008.

* a$385,000 increase in professional fees due teehiggal costs related to the Trust Company ngtéerd higher consulting and other
professional fees related to productivity studie2008.

» a$122,000 decrease in salaries and employee tsedeé primarily to lower medical insurance premsum2008 as a result of a switch
in carriers.

» a$368,000 decrease in equipment expense restritimgthe benefits achieved on the migration tow nere data processing operating
system and mainframe process

* a$91,000 penalty realized on the prepayment ohifibn of Federal Home Loan Bank debt. This charggulted from the Company’s
decision to retire some higher cost advances grldae them with lower cost current market rate twings in order to reduce ongoing
interest expensi

INCOME TAX EXPENSE... As a result of the pt&x loss incurred in 2009, the Company recordeheame tax benefit of $3.1 millic
or 38.4% compared to income tax expense of $1.komibr an effective tax rate of 21.1% in 2008. Theome tax expense recorded in 2007
was $924,000 or an effective tax rate of 23.3%. Chmpany was able to record a lower effective td& mn all periods due to tax-free
revenue from BOLI. BOLI is the Company’s largestise of tax-free income. The Company'’s deferredasset was $15.9 million at
December 31, 2009 and relates primarily to netatpeg loss carryforwards and the allowance for llmsses.

SEGMENT RESULTS... Retail banking’s net income cttion was $948,000 in 2009 compared to $2.7iomlin 2008 and $2.0
million in 2007. The lower 2009 net income perfonoa is reflective of increases in FDIC insuranangums, generally higher other non-
interest expenses and reduced non-interest incameBOLI. These negative items more than offsetdased net interest income resulting
from the growth in deposits achieved in 2009 anprowed revenue from residential mortgage loan dateghe secondary market. The 2008
net income is better than 2007 due to the positingact of increased non-interest revenue in liem# such as deposit service charges, bank
owned life insurance, and gain on residential naarégloan sales. Retail banking also benefited fieainced non-interest expenses due to
lower salaries/benefits costs and reduced occupemgtg as a result of the consolidation and closfrtgio offices in our branch network.

The commercial lending segment reported a netdb$6.4 million in 2009 compared to net income Bf3million in 2008 and $3.2
million in 2007. The loss in 2009 was caused bynareased provision for loan losses due to theipusly discussed strengthening of the
allowance for loan losses as a result of the d&tEtion in asset quality experienced in 2009. Tamlloss provision allocated to this segment
was $12.3 million greater in 2009. Non-interestenges also increased in 2009 due to higher othkestate owned expenses and other loan
work out related costs. These negative items ni@e bdffset an increased level of net interest iredone to the solid commercial loan growth
achieved over the past year. The reduced net incomibution in 2008 was caused by an increasedigion for loan losses due to the
previously discussed strengthening of the allowdocéan losses and higher non-interest expedesse factors more than offset an
increased level of net interest income that redultem the strong growth in commercial real-estagms achieved in 2008. Overall, assets
within the commercial lending segment increase&2§ million or 6.5% during 2009 after achievingwtb of 16.9% in 2008.
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The trust segmerg’net income contribution was $148,000 in 2009 caregh to $1.3 million in 2008 and $1.8 million in®0 The majo
reason for the decrease between years was dusstavésalth management revenue as a result of fesgetsaunder management due to the
declines experienced in the equity and real estatixets during the past year. Specifically, thetrs@mificant decline has been in the value
of real-estate assets in the BUILD Fund (a fund ithaests union pension dollars in constructionjgets that utilize union labor) where the
market value of assets has declined from $151anibiit December 31, 2008 to $33 million at Decen3ie2009. The BUILD Fund is in
liquidation status. This segment has also expegi@@an increase in non-interest expenses due teased personnel costs and higher
professional fees due in part to consulting cost®eiated with a comprehensive review of the T@gshpany in the fourth quarter of 2009.
The decline in net income contribution in 2008 wikempared to 2007 was also caused by less investadeisory and trust revenue as a
result of fewer assets under management due teitlines experienced in the equity markets in 280@ther factor causing the drop
between years was increased muerest expenses due in part to higher legal aofégsional costs incurred in conjunction with thevemer
of the union collective Investment BUILD Fund idiguidation status. The Company expects this funde liquidated over a 3 to 5 year
period given the current real estate market caomiti Overall, the fair market value of trust assetisled $1.36 billion at December 31, 2009,
a decrease of $196 million, or 12.6%, from the Dewer 31, 2008 total of $1.55 billion.

The investment/parent segment reported net incdrid #®,000 in 2009 compared to net losses of $T&BO 2008 and $3.9 million in
2007. The Company’s balance sheet positioning &tbitvto benefit from the significant Federal Resereductions in short-term interest
rates and the return to a more traditional poditiseped yield curve, which has caused net inténe®me in this segment to increase
meaningfully over each of the past two years. Alke,Company realized $164,000 of investment sgcgains in 2009 compared to losses of
$95,000 realized in 2008.

For greater discussion on the future strategicctior of the Company’s key business segments, segafd Looking Statements in this
MDG&A.

BALANCE SHEET... The Company'’s total consolidategets were $970 million at December 31, 2009 wivia comparable with the
$967 million level at December 31, 2008. The Conyfmloans and loan held for sale totaled $723 omillat December 31, 2009, an increase
of $15.8 million or 2.2% from year-end 2008 duetonmercial loan growth. The Compasy'ommercial loan pipelines are currently wea
we expect that it will be difficult to grow the logortfolio during the first half of 2010. Investntesecurities and short-term money market
investments declined by $12 million in 2009 dugtincipal repayments in the mortgage backed séesifitortfolio and $5 million of
investment security sales in 2009. The Companyeladed to utilize this excess cash to fund loawjn. Other assets increased by $4
million due to the industry mandated prepaymenhofe years worth of FDIC deposit insurance inftheth quarter of 2009.

The Company’s deposits totaled $786 million at Deloer 31, 2009, which was $91 million or 13.1% higtian December 31, 2008,
due to an increase in money market deposits, ioaitfs of deposit, and demand deposits. We belf@taincertainties in the financial mark
and the economy have contributed to growth in @podits as consumers have looked for safety inaagitalized community banks like
AmeriServ Financial Bank. As a result of this depgsowth, we were able to reduce FHLB borrowingsd82 million during 2009. Total
FHLB borrowings now represent 5.3% of total assetapared to 13.8% at December 31, 2008. The Con'gptotgl shareholders’ equity has
decreased by $6 million since year-end 2008 dukemet loss reported for 2009 and the dividend paithe CPP preferred stock. The
Company continues to be considered well capitalizedegulatory purposes with an asset leverage eatDecember 31, 2009 of 11.06%. At
December 31, 2009, the Company’s book value penuamshare was $4.09, its tangible book value pemeon share was $3.47, and its
tangible common equity to tangible assets ratio W@$%.

LIQUIDITY... The Bank’s liquidity position has beestrong during the last several years. Our cowlré¢posit base has remained
stable throughout the early part of this period hasl recently shown nice growth, which has beequate to fund the Bank’s operations.
Cash flow from maturities, prepayments and amditineof securities was used to fund the strongwat growth that the Company has
achieved over the
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past several years. We plan to operate our lodeposit ratio in a range of 90% to 95%. At Decen8igr2009, the Bank’s loan to deposit
ratio was 92.0%. Additionally, we do not plan taishk the investment securities portfolio any furtire2010 in order to maintain sufficient
security balances for pledging purposes.

Liquidity can also be analyzed by utilizing the Golidated Statement of Cash Flows. Cash and cashadents decreased by $8.8
million from December 31, 2008, to December 31,2@Mue to $16.5 million of cash used in investiogwvties. This was partially offset by
$6.5 million of cash provided by financing actiegiand $1.2 million of cash provided by operatiativdies. Within investing activities, cash
advanced for new loan fundings and purchaseseadt&i157.9 million and was $16.4 million higher thlaa $141.5 million of cash received
from loan principal payments and sales. Withinfficiag activities, deposits increased by $89.6 omilliwhich was used to help pay down
short-term borrowings by $94.1 million.

The Parent Company had a total of $20 million ahcahort-term investments, and securities at Dbee®i, 2009, which was down
$3.2 million from the year-end 2008 total. We halected to retain $15 million of the total $21 ol in funds received from the preferred
stock issued to the U.S. Treasury in connectioh witr participation in TARP’s Capital Purchase Paog (CPP) at the Parent Company to
provide us with greater liquidity and financialxikility. ($6 million of the CPP funds were dowreamed to our subsidiary Bank over the
13 months.) Additionally, dividend payments fronr subsidiaries can also provide ongoing cash td’drent. At December 31, 2009,
however, the subsidiary Bank did not have any easlilable for immediate dividends to the Parentauride applicable regulatory formulas
because of the loss it incurred in 2009.

Financial institutions must maintain liquidity toeet day-to-day requirements of depositors and s, take advantage of market
opportunities, and provide a cushion against usiea needs. Liquidity needs can be met by eitliercieg assets or increasing liabilities.
Sources of asset liquidity are provided by shamatevestment securities, time deposits with baféderal funds sold, and short-term
investments in money market funds, these asseteto$33 million at December 31, 2009 and $42 amltait December 31, 2008. Maturing
and repaying loans, as well as the monthly cash éilssociated with mortgage-backed securities acutisg maturities are other significant
sources of asset liquidity for the Company.

Liability liquidity can be met by attracting deptssivith competitive rates, using repurchase agre&nbuying federal funds, or
utilizing the facilities of the Federal Reservetloe Federal Home Loan Bank systems. The Compaligestia variety of these methods of
liability liquidity. Additionally, the Company’s dusidiary Bank is a member of the Federal Home LBank, which provides the opportunity
to obtain short- to longer-term advances based tippBank’s investment in assets secured by onfeutefamily residential real estate. At
December 31, 2009, the Bank had immediately availfb42 million of overnight borrowing availabiligt the FHLB, $24 million of short-
term borrowing availability at the Federal ReseBamk and $23 million of unsecured federal fundsdiwith correspondent banks. The
Company believes it has ample liquidity availaloléund outstanding loan commitments if they welgy/fdrawn upon.

CAPITAL RESOURCES... The Company meaningfully extseall regulatory capital ratios for each of theigus presented and is
considered well capitalized. The asset leverage wads 11.06%, the Tier 1 capital ratio was 14.06#@ the risk based capital ratio was
15.33% at December 31, 2009. Each of these raiibdettline from the prior year-end due primarilythe net loss the Company incurred in
2009. Note that the impact of other comprehengisgs Is excluded from the regulatory capital rathtsDecember 31, 2009, accumulated
other comprehensive loss amounted to $4.4 millitve Company’s tangible equity to assets ratio w59 and its tangible common equity
to assets ratio was 7.71% at December 31, 200%nWapate that our strong capital ratios may iaseein 2010 due to the retention of all
earnings, which will be partially offset by prefedrdividend requirements and limited balance stemtth.

Our decision to accept the $21 million CPP prefés®ck investment in December 2008 did strengthercapital ratios. However as a
result of this decision, for a period of three yweae are no longer permitted to
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repurchase stock or declare and pay common dividesttiout the consent of the U.S. Treasury. The @amy currently does not expect to
repay any portion of the CPP preferred stock imaest in 2010 given the uncertainties in the ecosa@nvironment.

INTEREST RATE SENSITIVITY... Asset/liability managesnt involves managing the risks associated wiinging interest rates and
the resulting impact on the Company’s net inteirgstme, net income and capital. The managemenireadurement of interest rate risk at
the Company is performed by using the followingldo&) simulation modeling, which analyzes the ictpaf interest rate changes on net
interest income, net income and capital levels specific future time periods. The simulation mankgiforecasts earnings under a variety of
scenarios that incorporate changes in the abslelt of interest rates, the shape of the yieldreuprepayments and changes in the volumes
and rates of various loan and deposit categories.simulation modeling incorporates assumptionsiglnvestment and the repricing
characteristics of certain assets and liabiliti@hout stated contractual maturities; 2) marketigadf portfolio equity sensitivity analysis, and
3) static GAP analysis, which analyzes the extenthich interest rate sensitive assets and inteagstsensitive liabilities are matched at
specific points in time. The overall interest regk position and strategies are reviewed by sem@nagement and the Company’s Board of
Directors on an ongoing basis.

The following table presents a summary of the Camgjsastatic GAP positions at December 31, 2009:

OVER OVER
3 MONTHS 6 MONTHS
3 MONTHS THROUGH THROUGH
OVER
INTEREST SENSITIVITY PERIOD OR LESS 6 MONTHS 1YEAR 1YEAR TOTAL

(IN THOUSANDS, EXCEPT RATIOS AND PERCENTAGES)
RATE SENSITIVE ASSETS

Loans and loans held for s: $239,60: $ 50,17: $ 78,45: $334,99: $703,21¢
Investment securitie 19,801 8,30¢ 17,067 97,70 142,88
Shor-term asset 5,47: — — 5,47¢
Regulatory stocl 7,61¢ — — 2,12¢ 9,73¢
Bank owned life insuranc — — 33,69( — 33,69(
Total rate sensitive asse¢ $272,49¢ $ 58,47¢ $129,20¢ $434,82: $895,00:-
RATE SENSITIVE LIABILITIES:
Deposits:
Non-interest bearing depos $ — $ — $ — $118,23: $118,23:
NOW 5,06¢ — — 56,22¢ 61,29:
Money marke 159,72: — — 21,41¢ 181,13¢
Other saving: 18,13¢ — — 54,41¢ 72,557
Certificates of deposit of $100,000 or m 13,29( 17,661 5,192 9,02( 45,16¢
Other time deposil 72,38 33,25: 54,47 147,51¢ 307,62:
Total deposit: 268,59¢ 50,91¢ 59,66: 406,83( 786,01:
Borrowings 39,78¢ 12 8,027 16,83 64,66
Total rate sensitive liabilitie $308,38° $ 50,93: $ 67,69( $423,66' $850,67"
INTEREST SENSITIVITY GAP:
Interval (35,89) 7,54¢ 61,51¢ 11,157 —
Cumulative $ (35,89) $ (28,34) $ 33,17 $ 44,32¢ $ 44,32¢
Period GAP ratic 0.8€X 1.15X 1.91X 1.02X
Cumulative GAP ratic 0.8¢ 0.92 1.0¢ 1.0t
Ratio of cumulative GAP to total ass (3.70% (2.99% 3.42% 4.57%

When December 31, 2009, is compared to Decemb&0BRB, there has been little change in the Comgamgdestly positive
cumulative GAP ratio through one year. While therpany does have a negative GAP position througmsinths, the absolute low level of
rates makes this table more difficult to analyzesithere is little room for certain liabilities teprice downward further.
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Management places primary emphasis on simulatiatfietimg to manage and measure interest rate rigk Cldmpany’s asset/liability
management policy seeks to limit net interest inemariability over the first twelve months of thedcast period to +/-7.5%, which include,
interest rate movements of 200 basis points. Aaldlitily, the Company also uses market value seitgitiveasures to further evaluate the
balance sheet exposure to changes in interest TdtesCompany monitors the trends in market vafysodfolio equity sensitivity analysis ¢
a quarterly basis.

The following table presents an analysis of thesgiity inherent in the Company’s net interestante and market value of portfolio
equity. The interest rate scenarios in the tabhepare the Company’s base forecast, which was prdpasing a flat interest rate scenario, to
scenarios that reflect immediate interest rate gbarmf 100 and 200 basis points. Note that we swalggkthe 200 basis point downward rate
shock since it has little value due to the absdltelevel of interest rates. Each rate scenaridaios unique prepayment and repricing
assumptions that are applied to the Company’siagittalance sheet that was developed under thinfeaest rate scenario.

VARIABILITY OF

CHANGE IN
NET INTEREST MARKET VALUE OF
INTEREST RATE SCENARIO INCOME PORTFOLIO EQUITY
200 bp increas 4.6% 4.1%
100 bp increas 4.0 4.€
100 bp decreas (8.5) (13.9)

The variability of net interest income is negatiwehe 100 basis point downward rate scenario @athmpany has more exposure to
assets repricing downward to a greater extentlibhitities due to the absolute low level of intsreates with the fed funds rate currently at
0.25%. The variability of net interest income isjpiwe in the upward rate shocks as the Companyhktser diversified its loan portfolio over
the past year with the interest rate on more loanstied to LIBOR. Also, the Company expects thatill not have to reprice its core deposit
accounts up as quickly when interest rates rise.market value of portfolio equity increases indipavard rate shocks due to the improved
value of the Company’s core deposit base. Negativiability of market value of portfolio equity aacs in the downward rate shock due to a
reduced value for core deposits.

Within the investment portfolio at December 31, 2082% of the portfolio is classified as availafilesale and 8% as held to maturity.
The available for sale classification provides nggmaent with greater flexibility to manage the sé@s portfolio to better achieve overall
balance sheet rate sensitivity goals and proviledity to fund loan growth if needed. The marlntarket of the available for sale securities
does inject more volatility in the book value oi@y, but has no impact on regulatory capital. Enare 19 securities that are temporarily
impaired at December 31, 2009. The Company revisnsecurities quarterly and has asserted thaeae@ber 31, 2009, the impaired value
of securities represents temporary declines duedwements in interest rates and the Company doestha ability and intent to hold those
securities to maturity or to allow a market recgvéiurthermore, it is the Company’s intent to manag long-term interest rate risk by
continuing to sell newly originated fixed-rate 38ay mortgage loans into the secondary market. Tmep@ny also periodically sells 15-year
fixed rate mortgage loans into the secondary ma&etell. For the year 2009, 70% of all residentialtgage loan production was sold into
the secondary market.
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The amount of loans outstanding by category asegieinber 31, 2009, which are due in (i) one yedess, (ii)) more than one year
through five years, and (iii) over five years, a®wn in the following table. Loan balances are aktegorized according to their sensitivity
to changes in interest rates.

MORE
THAN ONE
ONE VEAR OVER FIVE
YEAR OR THROUGH TOTAL
LESS FIVE YEARS YEARS LOANS
(IN THOUSANDS, EXCEPT RATIOS)
Commercial $ 31,42¢ $ 46,70: $ 18,03( $ 96,15¢
Commercial loans secured by real es 39,58¢ 182,10: 175,09° 396,78°
Real esta-mortgage 51,61¢ 76,50( 82,89¢ 211,01:
Consume 4,782 6,73¢ 8,09¢ 19,61¢
Total $127,41: $ 312,04 $ 284,12: $723,57¢
Loans with fixe«rate $ 72,45¢ $ 169,05( $ 116,65¢ $358,16:
Loans with floatin-rate 54,957 142,99: 167,46: 365,41.
Total $127,41: $ 312,04 $ 284,12: $723,57!
Percent composition of maturi 17.€% 43.1% 39.2% 100.(%
Fixec-rate loans as a percentage of total Ic 49.5%
Floatin¢-rate loans as a percentage of total Ic 50.5%

The loan maturity information is based upon originan terms and is not adjusted for principal payds and rollovers. In the ordinary
course of business, loans maturing within one yeay be renewed, in whole or in part, as to princmaount at interest rates prevailing at
date of renewal.

CONTRACTUAL OBLIGATIONS... The following table prests, as of December 31, 2009, significant fixed determinable
contractual obligations to third parties by paymdsiie. Further discussion of the nature of eacigatibn is included in the referenced note to
the consolidated financial statements.

PAYMENTS DUE IN

ONE YEAR ONE TO THREE THREE TO FIVE OVER FIVE
NOTE
REFERENCE OR LESS YEARS YEARS YEARS TOTAL
(IN THOUSANDS)

Deposits without a stated matur 8 $433,22( $ — $ — $ — $433,22(
Certificates of deposit 8 201,88t 122,14 21,361 31,80¢ 377,20:
Borrowed funds’ 10 48,46 3,317 177 69t 52,65
Guaranteed junior subordinated

deferrable interest debenture 10 — — — 31,05: 31,05:
Pension obligatiol 13 1,50C — — — 1,50C
Lease commitmen 14 758 1,10¢ 67C 2,81¢ 5,34z

* Includes interest based upon interest ratesfaceat December 31, 2009. Future changes in martarest rates could materially affect
contractual amounts to be pa

OFF BALANCE SHEET ARRANGEMENTS... The Bank incur-dalance sheet risks in the normal course of busiimesrder to me:
the financing needs of its customers. These riskivel from commitments to extend credit and standtigrs of credit. Such commitments
and standby letters of credit involve, to varyiregrees, elements of credit risk in excess of theusstrecognized in the consolidated finan
statements. The Company’s exposure to credit iofsei event of nonperformance by the other parthiése commitments to extend credit
and standby letters of credit is represented by doatractual amounts. The Bank uses the same
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credit and collateral policies in making commitrreeand conditional obligations as for all other liegd The Company had various
outstanding commitments to extend credit approximye$99,275,000 and standby letters of credit df, 625,000 as of December 31, 2009.
The Company can also use various interest rateaint such as interest rate swaps, caps, flookrswaptions to help manage interest rate
and market valuation risk exposure, which is inedrin normal recurrent banking activities. As otBmber 31, 2009, the Company had $18
million in interest rate swaps outstanding.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES... Thecaounting and reporting policies of the Companyiar@ccordance
with Generally Accepted Accounting Principles andform to general practices within the banking stdyt Accounting and reporting
policies for the allowance for loan losses, gootlaild core deposit intangibles, income taxes, amdstment securities are deemed critical
because they involve the use of estimates andreegiginificant management judgments. Applicatiomsfumptions different than those used
by the Company could result in material changdghénCompany'’s financial position or results of Giem.

ACCOUNT — Allowance for Loan Losses

BALANCE SHEET REFERENCE — Allowance for Loan Losses
INCOME STATEMENT REFERENCE — Provision for Loan lses
DESCRIPTION

The allowance for loan losses is calculated withdhjective of maintaining reserve levels beliekgdnanagement to be sufficient to
absorb estimated probable credit losses. Managé&rdatermination of the adequacy of the allowarsdeaised on periodic evaluations of the
credit portfolio and other relevant factors. Howethis evaluation is inherently subjective asfjuires material estimates, including, among
others, likelihood of customer default, loss gidfiault, exposure at default, the amounts and grofrexpected future cash flows on
impaired loans, value of collateral, estimateddsssn consumer loans and residential mortgagesyemeral amounts for historical loss
experience. This process also considers economitittans, uncertainties in estimating losses ameiant risks in the various credit
portfolios. All of these factors may be susceptibolsignificant change. Also, the allocation of gilwwance for credit losses to specific loan
pools is based on historical loss trends and mamages judgment concerning those trends.

Commercial and commercial mortgage loans are tige$a category of credits and the most sensitiehémges in assumptions and
judgments underlying the determination of the adlage for loan loss. Approximately $17.4 million,82%, of the total allowance for loi
losses at December 31, 2009 has been allotte@$e thvo loan categories. This allocation also darsiother relevant factors such as actual
versus estimated losses, economic trends, delieipggrconcentrations of credit, trends in loan sy experience and depth of management,
examination and audit results, effects of any ckarig lending policies and trends in policy, finahaformation and documentation
exceptions. To the extent actual outcomes diff@mfmanagement estimates, additional provisiontfeditlosses may be required that would
adversely impact earnings in future periods.

ACCOUNT — Goodwill and core deposit intangibles

BALANCE SHEET REFERENCE — Goodwill and core depasiangibles

INCOME STATEMENT REFERENCE — Goodwill impairmentdamortization of core deposit intangibles
DESCRIPTION

The Company considers our accounting policiesedl&t goodwill and core deposit intangibles to iigcal because the assumptions or
judgment used in determining the fair value of essaed liabilities acquire
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in past acquisitions are subjective and complexa Assult, changes in these assumptions or judgooed have a significant impact on our
financial condition or results of operations.

The fair value of acquired assets and liabilitiesluding the resulting goodwill, was based eitberquoted market prices or provided
other third party sources, when available. Wherdtpharty information was not available, estimatesevmade in good faith by management
primarily through the use of internal cash flow ratidlg techniques. The assumptions that were usttkinash flow modeling were
subjective and are susceptible to significant ckanglhe Company routinely utilizes the servicearoindependent third party that is regarded
within the banking industry as an expert in valuaoge deposits to monitor the ongoing value anahgha in the Company’s core deposit
base. These core deposit valuation updates ard basa specific data provided from statistical gsisl of the Bank’s own deposit behavior
to estimate the duration of these non-maturity dégp@ombined with market interest rates and oglsenomic factors.

Goodwill arising from business combinations repnes¢he value attributable to unidentifiable intdogy elements in the business
acquired. The Comparg/goodwill relates to value inherent in the bankang wealth management businesses and the valepésndent upc
the Company’s ability to provide quality, cost-effige services in the face of free competition frother market participants on a regional
basis. This ability relies upon continuing invesinsein processing systems, the development of vadiged service features and the ease of
use of the Company'’s services. As such, goodwillerés supported ultimately by revenue that is ehiby the volume of business transacted
and the loyalty of the Company’s deposit and custoboase over a longer time frame. The quality aaldevof a Company’s assets is also an
important factor to consider when performing godtimpairment testing. A decline in earnings agsult of a lack of growth or the inability
to deliver cost-effective value added services @ustained periods can lead to impairment of gotbdwi

Gooduwill which has an indefinite useful life is ted for impairment at least annually and writtemwdand charged to results of
operations only in periods in which the recordeldi#as more than the estimated fair value. The Caomgfs testing in 2009 indicated that its
goodwill was not impaired. However, during the dhijuarter of 2009, the Company did reduce the gdbdllwcated to West Chester Capital
Advisors (WCCA) by $547,000. This reduction resdifeom a purchase price adjustment as the prireip/WCCA did not fully earn a
deferred contingent payment that had been accareat the time of acquisition.

Core deposit intangibles that have a finite life amortized over their useful life. As of DecemBgy 2009, all core deposit intangibles
for the Company had been fully amortized.

As of December 31, 2009, goodwill was not considengpaired; however, deteriorating economic condicould result in impairme
which could adversely affect earnings in futureiqus.

ACCOUNT — Income Taxes

BALANCE SHEET REFERENCE — Deferred Tax Asset andr€nt Taxes Payable
INCOME STATEMENT REFERENCE — Provision for Incomeaxes
DESCRIPTION

The provision for income taxes is the sum of incdenes both currently payable and deferred. Thegésin deferred tax assets and
liabilities are determined based upon the changesffierences between the basis of asset anditiabifor financial reporting purposes and
the basis of assets and liabilities as measurdtebgnacted tax rates that management estimatdseviti effect when the differences reverse.

In relation to recording the provision for incona&és, management must estimate the future taxapf@icable to the reversal of tax
differences, make certain assumptions regardinghen¢ax differences are
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permanent or temporary and the related timing efekpected reversal. Also, estimates are madevalsetther taxable operating income in
future periods will be sufficient to fully recogmizany gross deferred tax assets. If recovery isikady, we must increase our provision for
taxes by recording a valuation allowance agairstiferred tax assets that we estimate will naghately be recoverable. Alternatively, we
may make estimates about the potential usage efréeftax assets that decrease our valuation alloega As of December 31, 2009, we
believe that all of the deferred tax assets re@baofeour balance sheet will ultimately be recoveaad that no valuation allowances were
needed.

In addition, the calculation of our tax liabiliti@svolves dealing with uncertainties in the apgiica of complex tax regulations. We
recognize liabilities for anticipated tax auditliss based on our estimate of whether, and thetaxterhich, additional taxes will be due. If
we ultimately determine that payment of these artmisnunnecessary, we reverse the liability andgrize a tax benefit during the period in
which we determine that the liability is no longercessary. We record an additional charge in aawigion for taxes in the period in which
we determine that the recorded tax liability issl#san we expect the ultimate assessment to be.

ACCOUNT — Investment Securities

BALANCE SHEET REFERENCE — Investment Securities

INCOME STATEMENT REFERENCE — Net realized gainssles) on investment securities
DESCRIPTION

Available-for-sale and held-to-maturity securitae reviewed quarterly for possible other-than-terapy impairment. The review
includes an analysis of the facts and circumstaoteach individual investment such as the sevefitpss, the length of time the fair value
has been below cost, the expectation for that ggtuperformance, the creditworthiness of the @sand the Company’s intent and ability to
hold the security to recovery. A decline in valbattis considered to be other-than-temporary isroe as a loss within non-interest income
in the Consolidated Statements of Operations. Atelder 31, 2009, all of the unrealized lossesérathailable-for-sale security portfolio
were comprised of securities issued by governmgeneies, the U.S. Treasury or government sponsgedcies. The Company believes the
unrealized losses are primarily a result of inacesas market yields from the time of purchase.dneyal, as market yields rise, the value of
securities will decrease; as market yields fa#, fdir value of securities will increase. Managetwamerally views changes in fair value
caused by changes in interest rates as tempohangfore, these securities have not been classifierther-than-temporarily impaired.
Management has also concluded that based on cumfenhation we expect to continue to receive schedl interest payments as well as the
entire principal balance. Furthermore, managemees ot intend to sell these securities and doelelieve it will be required to sell these
securities before they recover in value.

FORWARD LOOKING STATEMENTS...
THE STRATEGIC FOCUS:

The challenge for the future is to improve earnipggformance to peer levels through a disciplirei$ on community banking and
improving the profitability of our growing Trust Ggany. In accordance with our strategic plan, A8env will maintain its focus as a
community bank delivering banking and trust sersitethe best of our ability. This Company will moiccumb to the lure of quick fixes and
fancy financial gimmicks. We have seen where tladi peads, and have marveled at how many knowlddg@eople fall victim. It is our plz
to continue to build AmeriServ into a potent bamgkfarce in this region and in this industry. Ouctds encompasses the following:

» Customer Service — it is the existing and prospeatustomer that AmeriServ must satisfy. This mepgorwl products and fair prices.
But it also means quick response time and profaasimompetence. It means speedy problem resolatidra minimizing of
bureaucratic frustrations. AmeriServ is trainingl amotivating its staff to meet these standa
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» Revenue Growth - is necessary for AmeriServ to focus on growiagenues. This means loan growth, deposit growthieadrowth
It also means close coordination between all cust@arvice areas so as many revenue producing geods possible can be presented
to existing and prospective customers. The CompaBtrategic Plan contains action plans in eachexd areas. This challenge will be
met by seeking to exceed customer expectationsaryarea. An examination of the peer bank datapemades ample proof that a w
executed community banking business model can genarreliable and rewarding revenue stre

» Expense Rationalization — despite the set backd®2lue to higher FDIC insurance and OREQO expékxseyiServ Financial remains
focused on trying to rationalize expenses. Thisradeen a program of broad based cuts but hastaegeted so AmeriServ stays
strong but spends less. However, this initiatike®$aon new importance because it is critical tadigain that future expenditures are
directed to areas that are playing a positive irothe drive to improve revenue

This Form 10-K contains various forward-lookingtetaents and includes assumptions concerning thep@oy's beliefs, plans,
objectives, goals, expectations, anticipationsireges, intentions, operations, future results, gnedpects, including statements that include
the words “may,” “could,” “should,” “would,” “beliee,” “expect,” “anticipate,” “estimate,” “intend,’plan” or similar expressions. These
forward-looking statements are based upon curpguectations and are subject to risk and uncer&sinth connection with the “safe harbor”
provisions of the Private Securities Litigation Bxef Act of 1995, the Company provides the followaaytionary statement identifying
important factors (some of which are beyond the gamy’s control) which could cause the actual resoitevents to differ materially from

those set forth in or implied by the forward-loaistatements and related assumptions.

Such factors include the following: (i) the effeétchanging regional and national economic condgjdii) the effects of trade, monet
and fiscal policies and laws, including interesérnaolicies of the Board of Governors of the FeblReserve System; (iii) significant changes
in interest rates and prepayment speeds; (iv)tioflastock and bond market, and monetary fluctuesi (v) credit risks of commercial, real
estate, consumer, and other lending activitie$;diviinges in federal and state banking and finheeraices laws and regulations; (vii) the
presence in the Company’s market area of competitith greater financial resources than the Compguiiy) the timely development of
competitive new products and services by the Compand the acceptance of those products and setwycesstomers and regulators (when
required); (ix) the willingness of customers to stitinte competitors’ products and services for ¢hasthe Company and vice versa;

(x) changes in consumer spending and savings h&kitsinanticipated regulatory or judicial procéggk; and (xii) other external
developments which could materially impact the Canyjs operational and financial performance.

The foregoing list of important factors is not axgile, and neither such list nor any forward-logkétatement takes into account the
impact that any future acquisition may have onG@boenpany and on any such forward-looking statement.
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ITEM 7A.  QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK

Risk identification and management are essenthehts for the successful management of the Compatiye normal course of
business, the Company is subject to various typeslq including interest rate, credit, and ligiydrisk. The Company controls and monitors
these risks with policies, procedures, and varieusls of managerial and Board oversight. The Comisaobjective is to optimize
profitability while managing and controlling riskithin Board approved policy limits.

Interest rate risk is the sensitivity of net instrimcome and the market value of financial insteats to the magnitude, direction, and
frequency of changes in interest rates. Interdstrisk results from various repricing frequena@esl the maturity structure of assets, liabili
and hedges. The Company uses its asset liabilihagement policy and hedging policy to control arahage interest rate risk.

Liquidity risk represents the inability to generasesh or otherwise obtain funds at reasonable tatestisfy commitments to borrowers,
as well as, the obligations to depositors, deb#rglénd to fund operating expenses. The Compargyitssasset liability management policy
and contingency funding plan to control and marapgedity risk.

Credit risk represents the possibility that a cosomay not perform in accordance with contracterahs. Credit risk results from
extending credit to customers, purchasing secsridind entering into certain off-balance sheet foading commitments. The Company’s
primary credit risk occurs in the loan portfolichd Company uses its credit policy and disciplingpraach to evaluating the adequacy of the
allowance for loan losses to control and managditcrisk. The Company’s investment policy and hedgpolicy strictly limit the amount of
credit risk that may be assumed in the investmerifgdio and through hedging activities.

For information regarding the market risk of then@@any’s financial instruments, see Interest Ratestieity in the MD&A. The
Company'’s principal market risk exposure is toriest rates.
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ITEM 8. CONSOLIDATED FINANCIAL STATEMENTS AND SUPPL EMENTARY DATA

AMERISERV FINANCIAL, INC.
CONSOLIDATED BALANCE SHEETS
AT DECEMBER 31,

2009 2008
(IN THOUSANDS)

ASSETS
Cash and due from depository institutic $ 20,83t $ 17,94¢
Interest bearing depos 1,70% 1,601
Shor-term investments in money market fur 3,76¢€ 15,57¢
Cash and cash equivalel 26,30¢ 35,12«
Investment securitie:

Available for sale 131,27. 126,78:

Held to maturity (market value $11,996 at Decen8ier2009 and $16,323 at December 31, 2 11,61 15,89«
Loans held for sal 3,79( 1,00(
Loans 719,78! 706,79¢

Less: Unearned incon 671 691

Allowance for loan losse 19,68¢ 8,91(

Net loans 699,42 697,19¢
Premises and equipment, | 9,22¢ 9,521
Accrued income receivab 3,58¢ 3,73¢
Goodwill 12,95( 13,49°
Core deposit intangible — 10¢
Bank owned life insuranc 33,69( 32,92¢
Net deferred tax ass 15,92¢ 12,65:
Regulatory stocl 9,73¢ 9,73¢
Prepaid federal deposit insurar 4,53¢ —
Other asset 7,95¢ 8,752
TOTAL ASSETS $970,02¢ $966,92!
LIABILITIES
Non-interest bearing depos $118,23. $116,37.
Interest bearing depos 667,77¢ 578,58:
Total deposit: 786,01: 694,95
Shor-term borrowings 25,77¢ 119,92(
Advances from Federal Home Loan Be 25,80« 13,85¢
Guaranteed junior subordinated deferrable intefelsenture: 13,08t 13,08¢
Total borrowed fund 64,66 146,86:
Other liabilities 12,09 11,85¢
TOTAL LIABILITIES 862,77: 853,67

STOCKHOLDERY EQUITY
Preferred stock, no par value; $1,000 per shawididion preference; 2,000,000 shares authoribedetwere

21,000 shares issued and outstanding on Decemh2032 and 200 20,55¢ 20,44’
Common stock, par value $0.01 per share; 30,003;068f¢s authorized: 26,410,528 shares issued and

21,221,909 shares outstanding on December 31, pad%¥alue $2.50 per share; 26,317,450 sharesdssue

and 21,128,831 shares outstanding on Decembel088, 264 65,79¢
Treasury stock at cost, 5,188,619 shares on Deae®ib@009 and 200 (68,659 (68,659
Capital surplu 144.,87: 79,35
Retained earning 14,59: 20,53
Accumulated other comprehensive loss, (4,379 (4,216
TOTAL STOCKHOLDERS EQUITY 107,25¢ 113,25:
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $970,02¢ $966,92¢

See accompanying notes to consolidated finanassients.
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AMERISERV FINANCIAL, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS

INTEREST INCOME
Interest and fees on loar
Taxable
Tax exemp
Deposits with bank
Shor-term investments in money market fur
Federal funds sol
Investment securitie:
Available for sale
Held to maturity
Total Interest Incom
INTEREST EXPENSE
Deposits
Federal funds purchas
Shor-term borrowings
Advances from Federal Home Loan Bz
Guaranteed junior subordinated deferrable intetelsenture:
Total Interest Expens
Net Interest Incom
Provision for loan losse
Net Interest Income after Provision for Loan Los
NON-INTEREST INCOME
Trust fees
Net gains on loans held for si
Net realized gains (losses) on investment secsl
Service charges on deposit accol
Investment advisory fee
Bank owned life insuranc
Other income
Total Nor-Interest Incomt
NON-INTEREST EXPENSE
Salaries and employee bene
Net occupancy expen:
Equipment expens
Professional fee
Supplies, postage, and freig
Miscellaneous taxes and insural
Federal deposit insurance expe
Amortization of core deposit intangibl
Federal Home Loan Bank prepayment pena
Other expens
Total Nor-Interest Expens
PRETAX INCOME (LOSS
Provision for income taxes (benet
NET INCOME (LOSS)
Preferred stock dividenc

NET INCOME (LOSS) AVAILABLE TO COMMON SHAREHOLDERS

YEAR ENDED DECEMBER 31,
2009 2008 2007
(IN THOUSANDS,

EXCEPT PER SHARE DATA)

$41,35¢ $40,81" $41,34¢

91 20C 21€

4 13 20

30 14C 202

1 4 121
5,34( 5,77(C 6,43
63C 87¢ 1,03¢

47,45¢ 47,81¢ 49,37¢

13,10¢ 15,68( 22,81
7 1 —

13¢ 1,402 972
652 49¢ 252
1,12C 1,12C 1,12C
15,02: 18,70: 25,15¢
32,43¢ 29,117 24,22
15,15( 2,92¢ 30C

17,28 26,19: 23,92¢

5,64¢ 6,731 6,75¢
651 477 307
164 (95) B
2,76¢ 3,06¢ 2,57¢
64€ 77¢ 974
1,20¢ 2,69t 1,26¢
2,84( 2,76¢ 2,82¢
13,92¢ 16,42+ 14,70;
20,52t 19,217 19,33¢
2,63z 2,561 2,49t
1,69z 1,671 2,04¢
4,032 3,58z 3,197
1,117 1,25: 1,211
1,37¢ 1,39t 1,43¢
1,67C 112 88
10€ 865 865
6,00¢ 4,88¢ 3,997
39,15 35,63 34,67
(7,945) 6,97¢ 3,95¢
(3,050) 1,47¢ 924
(4,89°) 5,50¢ 3,03¢
1,047 35 —

$(5,94) $547¢ $ 3,03

(continued on next pac



AMERISERV FINANCIAL, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS (CONTINUED)

YEAR ENDED DECEMBER 31,
2009 2008 2007
(IN THOUSANDS,

EXCEPT PER SHARE DATA)

PER COMMON SHARE DATA

Basic:
Net income (loss $ (0.29) $ 0.2F $ 0.14
Average number of shares outstanc 21,17: 21,83 22,17
Diluted:
Net income (loss $ (0.2¢) $ 0.2t $ 0.14
Average number of shares outstanc 21,174 21,97t 22,17:
Cash dividends declart $ 0.0C $ 0.02¢ $ 0.0C

See accompanying notes to consolidated financitdsients.

41



AMERISERV FINANCIAL, INC.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LO SS)

COMPREHENSIVE INCOME (LOSS
Net income (loss

Other comprehensive income (loss), before
Pension obligation change for defined benefit |

Income tax effec

Unrealized holding gains on available for sale s&es arising during perio

Income tax effec

Reclassification adjustment for (gains) lossesailable for sale securities included in net

income (loss
Income tax effec

Other comprehensive income (lo:
Comprehensive income (los

See accompanying notes to consolidated financitdsients.
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YEAR ENDED DECEMBER 31,
2009 2008 2007
(IN THOUSANDS)

$(4,895)  $5,50¢ $ 3,03«

(1,099 (3,74 21
372 1,27¢ @
1,01€ 3,34t 3,68:
(346 (1,180 (1,259
(164) 95 —
56 (32 —
(157) (244) 2,44F

$(5,057) $526f  $547¢




AMERISERV FINANCIAL, INC.
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’

PREFERRED STOCI

Balance at beginning of peric

New shares issue

Accretion of preferred stock discot

Balance at end of peric

COMMON STOCK

Balance at beginning of peric

New shares issued (43,078 sha

Change in par value (from $2.50 per share to $pedkhare
Restricted stock (50,000 shar

Balance at end of peric

TREASURY STOCK

Balance at beginning of peric

Treasury stock, purchased at cost (1,097,700 sf
Balance at end of peric

CAPITAL SURPLUS

Balance at beginning of peric

New common shares issued (43,078 sh:

Stock option expens

Common stock warrant issued (1,312,500 sht
Change in par value (from $2.50 per share to $pddkhare
Accretion of preferred stock discot

Restricted stock (50,000 shar

Balance at end of peric

RETAINED EARNINGS

Balance at beginning of peric

Net income (loss

Cash dividend declared on preferred st

Cash dividend declared on common stock of $0.02Slpare
Balance at end of peric

ACCUMULATED OTHER COMPREHENSIVE LOS:
Balance at beginning of peric

Other comprehensive income (lo

Balance at end of peric

TOTAL STOCKHOLDERS EQUITY

See accompanying notes to consolidated financgsients.
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EQUITY

YEAR ENDED DECEMBER 31,

2009

2008

2007

(IN THOUSANDS)

$2044 $ — $ —
— 20,44’ —

111 — _
20,55¢ 20,44 —
65,79t 65,70( 65,61¢
51 94 82
(65,58%) — —
1 — _

264 65,79+ 65,70(
(68,659 (65,829 (65,829
— (2,835) —
(68,659 (68,659 (65,829
79,35: 78,78¢ 78,73¢
22 5 37

11 7 12

— 552 —
65,58: — _
(112) — —

16 _
144,87: 79,35: 78,78¢
20,53: 15,60z 12,56¢
(4,895 5,50¢ 3,03¢
(1,047 (35) —
— (549) —
14,59: 20,53: 15,60:
(4,21€) (3,979 (6,417)
(157) (244) 2,44¢
(4,379 (4,216) (3,979
$107,25¢  $113,25;  $ 90,29




AMERISERV FINANCIAL, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

OPERATING ACTIVITIES
Net income (loss

Adjustments to reconcile net income (loss) to r@esthcprovided by operating activitie

Provision for loan losse

Depreciation and amortization expel
Amortization expense of core deposit intangit
Net amortization of investment securit

Net realized (gains) losses on investment secsi— available for sals

Net realized gains on loans held for <
Amortization of deferred loan fe:
Origination of mortgage loans held for s
Sales of mortgage loans held for s
Decrease in accrued interest receivi
Increase (decrease) in accrued interest pa
Earnings on bar-owned life insuranc
Deferred income taxe
Net increase in other ass
Net increase in other liabilitie
Net cash provided by operating activit
INVESTING ACTIVITIES
Purchase of investment securit— available for sals
Purchase of investment securit— held to maturity
Purchase of regulatory sto
Proceeds from maturities of investment secur— available for sal
Proceeds from maturities of investment secur— held to maturity
Proceeds from sales of investment secur— available for sali
Proceeds from redemption of regulatory st
Long-term loans originate
Principal collected on lor-term loans
Loans purchased or participai
Loans sold or participate
Net decrease (increase) in other s-term loans
Purchases of premises and equipn
Proceeds from sale of premises and equipt
Proceeds from insurance polic
Acquisition of West Chester Capital Advisc
Net cash used in investing activit|
FINANCING ACTIVITIES
Net (decrease) increase in deposit accc
Net increase (decrease) in other s-term borrowings
Principal borrowings on advances from Federal Hooen Bank
Principal repayments cadvances from Federal Home Loan Bi
Common stock dividend pa
Preferred stock dividend pa

Proceeds from dividend reinvestment and stock @selplan and stock options exerci

Purchases of treasury stc
Preferred stock issuan

Net cash provided by financing activiti

NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENT

CASH AND CASH EQUIVALENTS AT JANUARY 1
CASH AND CASH EQUIVALENTS AT DECEMBER 3:

YEAR ENDED DECEMBER 31

2009

2008

2007

(IN THOUSANDS)

$ (489) $ 550¢ $ 3,03
15,15( 2,92t 30C
1,58¢ 1,53¢ 1,50¢

10¢ 86E 86
231 192 387
(164) 95 —
(651) (477) (307)
(45€) (46€) (51€)
(67,77%) (36,929 (26,720)
65,63¢ 37,46( 26,32t
14¢€ 297 132
74 (89¢) 53C
(1,027) (1,03¢) (1,269)
(3,274) 1,09¢ 2,087
(4,586) (3,319 (36)
1,08¢ 1,04¢ 3,00(
1,19¢ 7,90¢ 9,317
(55,177) (68,610 (6,76¢)
— (4,462 —

— (8,26¢) (5,829
46,77¢ 59,29¢ 41,98¢
4,22t 7,052 2,05¢
4,74¢ 25,94 —
— 5,73¢ 3,97t
(132,55)  (152,53)  (180,55()
128,55: 133,04: 163,81
(25,349 (56,18%) (33,767
12,95( 3,95( 4,50(
11€ 90 (332)
(1,299 (2,604) (1,667)
— — 527
452 2,63t —
— — 2,20(
(16,53¢) (54,920 (9,859
89,60¢ (16,526 (31,316
(94,145 47,71 23,11¢
350,00 11,00( 9,00¢
(338,05%) (7,047 (45)
— (542) —
(951) — —
73 10€ 131

— (2,835) —

— 21,00 —
6,52¢ 52,86¢ 89
(8,816) 5,85¢ 357
35,12+ 29,27- 28,91
$ 2630¢ $ 3512« $ 2927

See accompanying notes to consolidated financgdsients.
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AMERISERV FINANCIAL, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AT AND FOR THE YEARS ENDED
DECEMBER 31, 2009, 2008 AND 2007

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
BUSINESS AND NATURE OF OPERATIONS:

AmeriServ Financial, Inc. (the Company) is a banlding company, headquartered in Johnstown, Pewasid. Through its banking
subsidiary the Company operates 18 banking locaiiofive southwestern Pennsylvania counties. Theaeches provide a full range of
consumer, mortgage, and commercial financial prieddthe AmeriServ Trust and Financial Services CamygTrust Company) offers a
complete range of trust and financial servicesadministers assets valued at approximately $1liéithat are not recognized on the
Company’s balance sheet at December 31, 2009.

PRINCIPLES OF CONSOLIDATION:

The consolidated financial statements include to®ants of AmeriServ Financial, Inc. and its whedlwned subsidiaries, AmeriServ
Financial Bank (the Bank), Trust Company, and A®erv Life Insurance Company (AmeriServ Life). ThanR is a state-chartered full
service bank with 18 locations in Pennsylvania. ABerv Life is a captive insurance company thatagieg in underwriting as a reinsurer of
credit life and disability insurance.

Intercompany accounts and transactions have baemated in preparing the consolidated financiatesnents. The preparation of
financial statements in conformity with accountprinciples generally accepted in the United StafeSmerica (generally accepted
accounting principles, or GAAP) requires managen@miake estimates and assumptions that affe@rtmints reported in the consolidated
financial statements and accompanying notes. Acasallts may differ from these estimates and tfferédnces may be material to the
consolidated financial statements. The Company'strsignificant estimate is the allowance for loassks.

INVESTMENT SECURITIES:

Securities are classified at the time of purchas@westment securities held to maturity if it ismagemens intent and the Company |
the ability to hold the securities until maturifyhese held to maturity securities are carried @x@bmpany’s books at cost, adjusted for
amortization of premium and accretion of discouhtol is computed using the level yield method whaplproximates the effective interest
method. Alternatively, securities are classifiechaailable for sale if it is management’s intenthet time of purchase to hold the securities for
an indefinite period of time and/or to use the sities as part of the Company’s asset/liability mg@ment strategy. Securities classified as
available for sale include securities which maysoble to effectively manage interest rate risk exgpesprepayment risk, and other factors
(such as liquidity requirements). These availabteshle securities are reported at fair value wittealized aggregate
appreciation/depreciation excluded from income eredlited/charged to accumulated other compreheisteene/loss within stockholders’
equity on a net of tax basis. Any securities cfass$ias trading assets are reported at fair vaitle unrealized aggregate
appreciation/depreciation included in income oretaf tax basis. The Company does not engagedmgactivity. Realized gains or losses
on securities sold are computed upon the adjustetof the specific securities sold. Available-faie and held-to-maturity securities are
reviewed quarterly for possible other-than-tempprarpairment. The review includes an analysis effdicts and circumstances of each
individual investment such as the severity of ldlss,length of time the fair value has been belost,che expectation for that security’s
performance, the creditworthiness of the issuertaadCompany’s intent and ability to hold the ségup recovery. The Company believes
the unrealized losses are primarily a result oféases in market yields from the time of purchsgeneral, as market yields rise, the
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value of securities will decrease; as market yiéddisthe fair value of securities will increaddanagement generally views changes in fair
value caused by changes in interest rates as tamyptinerefore, these securities have not beesifiles as other-than-temporarily impaired.
Management has also concluded that based on cumfenhation we expect to continue to receive sciedl interest payments as well as the
entire principal balance. Furthermore, managemees aot intend to sell these securities and doekaiieve it will be required to sell these
securities before they recover in value.

LOANS:

Interest income is recognized using methods whightaximate a level yield related to principal amisuoutstanding. The Bank
discontinues the accrual of interest income whanddecome 90 days past due in either principaterest. In addition, if circumstances
warrant, the accrual of interest may be discontinugor to 90 days. Payments received on accrual loans are credited to principal until
recovery of principal has been recognized; or tlam Ihas been returned to accrual status. The mogpéon to this policy is for residential
mortgage loans wherein interest income is recoghnirea cash basis as payments are received. Aagwnah commercial loan is placed on
accrual status after becoming current and remaicumgent for twelve consecutive payments. Residéntbrtgage loans are placed on accrual
status upon becoming current.

LOAN FEES:

Loan origination and commitment fees, net of astedi direct costs, are deferred and amortizedrimtoest and fees on loans over the
loan or commitment period. Fee amortization is aeibeed by the effective interest method.

LOANS HELD FOR SALE:

Certain newly originated fixed-rate residential tbgage loans are classified as held for sale, bedaissmanagement’s intent to sell
these residential mortgage loans. The residentisdgage loans held for sale are carried at thel@ivaggregate cost or market value.

PREMISES AND EQUIPMENT:

Premises and equipment are stated at cost lesmatated depreciation and amortization. Depreciaisacharged to operations over the
estimated useful lives of the premises and equipmging the straight-line method with a half-yeaneention. Useful lives of up to 30 years
for buildings and up to 10 years for equipmentwtilized. Leasehold improvements are amortizedgitile straight-line method over the
terms of the respective leases or useful lives®fiinprovements, whichever is shorter. Maintenaregggirs, and minor alterations are chal
to current operations as expenditures are incurred.

ALLOWANCE FOR LOAN LOSSES AND CHARGE-OFF PROCEDURES:

As a financial institution, which assumes lending aredit risks as a principal element of its bas# the Company anticipates that
credit losses will be experienced in the normalrsewf business. Accordingly, the Company consilst@pplies a comprehensive
methodology and procedural discipline to perfornaaalysis which is updated on a quarterly basikeaBank level to determine both the
adequacy of the allowance for loan losses andéelessary provision for loan losses to be chargathsigearnings. This methodology
includes:

* Review of all criticized and impaired loans withdraces over $250,000 ($100,000 for loans classdg&doubtful or worse) to determi
if any specific reserve allocations are requiredaonndividual loan basis. The specific reservaldsthed for these criticized and
impaired loans is based on careful analysis ofdhr’s performance, the related collateral valashcflow considerations and the
financial capability of any guarantor. For impaitedns the measurement of impairment may be baseat 1) the present value of
expected future cash flows discounted at the loeffésctive interest rate; 2) the observable mapkiee of the impaired loan; or 3) the
fair value of the collateral of a collateral depentloan.
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» The application of formula driven reserve allocasidor all commercial and commercial real-estass#oby using a thregear migratior
analysis of net losses incurred within each risidgrfor the entire commercial loan portfolio. Tligedence between estimated and
actual losses is reconciled through the naturbehtigration analysit

» The application of formula driven reserve allocatido consumer and residential mortgage loans wdrietbased upon historical net
charge-off experience for those loan types. Thigleesial mortgage loan allocation is based uponGbmpany’s five-year historical
average of actual loan net charge-offs experienctéuhat category. The same methodology is use@terchine the allocation for
consumer loans except the allocation is based apaverage of the most recent actual three-yetritial net chargeff experience fc
consumer loan:

» The application of formula driven reserve allocasido all outstanding loans is based upon reviehisibrical losses and qualitative
factors, which include but are not limited to, egonic trends, delinquencies, concentrations of ¢réeinds in loan volume, experience
and depth of management, examination and audilisesffects of any changes in lending policies &adds in policy, financial
information and documentation exceptic

 Management recognizes that there may be eventsoapmic factors that have occurred affecting spebidrrowers or segments of
borrowers that may not yet be fully reflected ie thformation that the Company uses for arrivingeaerves for a specific loan or
portfolio segment. Therefore, the Company beligliasthere is estimation risk associated with the of specific and formula driven
allowances

After completion of this process, a formal meetirighe Loan Loss Reserve Committee is held to etalthe adequacy of the reserve.

When it is determined that the prospects for regpwéthe principal of a loan have significantlyndnished, the loan is charged against
the allowance account; subsequent recoveriesyjfam credited to the allowance account. In agidjthon-accrual and large delinquent loans
are reviewed monthly to determine potential losses.

The Company’s policy is to individually review, eiscumstances warrant, its commercial and commlemudatgage loans to determine
if a loan is impaired. At a minimum, credit reviear mandatory for all commercial and commerciattgage loan relationships with
aggregate balances in excess of $250,000 withBrmdnth period. The Company defines classified $athose loans rated substandard or
doubtful. The Company has also identified threelpobsmall dollar value homogeneous loans whieheaaluated collectively for
impairment. These separate pools are for smalhbasiloans $250,000 or less, residential mortgagesland consumer loans. Individual
loans within these pools are reviewed and evalu@tesbecific impairment if factors such as sigrddnt delinquency in payments of 90 days
or more, bankruptcy, or other negative economiceans indicate impairment.

ALLOWANCE FOR UNFUNDED LOAN COMMITMENTS AND LETTERS OF CREDIT:

The allowance for unfunded loan commitments artéigtf credit is maintained at a level believedhi®nagement to be sufficient to
absorb estimated losses related to these unfunddd facilities. The determination of the adequattyhe allowance is based on periodic
evaluations of the unfunded credit facilities irdihg an assessment of the probability of commitnusage, credit risk factors for loans
outstanding to these same customers and the tewnsxgiration dates of the unfunded credit faeiitiNet adjustments to the allowance for
unfunded loan commitments and letters of creditpao@ided for in the unfunded commitment reservgesse line item within other expense
in the consolidated statement of income and a agpagserve is recorded within the liabilities secof the consolidated balance sheet in
other liabilities.
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TRUST FEES:
Trust fees are recorded on the cash basis whidtosipmates the accrual basis for such income.
BANK-OWNED LIFE INSURANCE:

The Company has purchased life insurance poligiaseatain employees. These policies are recordédeo@onsolidated Balance Sheet
at their cash surrender value, or the amount drabe realized. Income from these policies and @ésim the cash surrender value are
recorded in bank owned life insurance within notefiest income.

INTANGIBLE ASSETS:
Intangible Assets

Intangible assets consist of core deposit acqoiisftremiums. Core deposit acquisition premiumsciviwere developed by specific ¢
deposit life studies, are amortized using the glitaine method over periods not exceeding 10 yé&he recoverability of the carrying value
of intangible assets is evaluated on an ongoingpasd permanent declines in value, if any, asrgid to expense.

Goodwill

The Company accounts for goodwill using a two-grress for testing the impairment of goodwill ¢teast an annual basis. This
approach could cause more volatility in the Compamported net income because impairment loskasyi could occur irregularly and in
varying amounts. The Company performs an annuahiimment analysis of goodwill. No impairment of g@olil was recognized in any of the
periods presented.

EARNINGS PER COMMON SHARE:

Basic earnings per share include only the weightettage common shares outstanding. Diluted earpiegshare include the weighted
average common shares outstanding and any potediattive common stock equivalent shares in takglation. Treasury shares are tree
as retired for earnings per share purposes. Optindsvarrant to purchase 1,546,109, 1,539,509220¢892 shares of common stock were
outstanding during 2009, 2008 and 2007, respegtibeit were not included in the computation of gitlearnings per common share because
to do so would be anti-dilutive. Exercise pricesnfi-dilutive options and warrant to purchase camrstock outstanding were $1.77-$6.10,
$2.40-$6.10, and $4.02-$6.10 during 2009, 20082847, respectively. Dividends on preferred sharesladucted from net income in the
calculation of earnings per common share.

STOCK-BASED COMPENSATION:

The Company uses the modified prospective methoddoounting of stock-based compensation. Undsmtigthod, awards that are
granted, modified, or vested after December 155286 measured and accounted for in accordanbeG#AP. The Company recognized
$11,000, $7,000 and $12,000 of pretax compensatipanse for the year 2009, 2008 and 2007. Thedhie of each option grant is
estimated on the grant date using the Black-Schogdéen pricing model with the following assumptsonsed for the grants: risk-free interest
rates ranging from 2.76% to 4.70%; expected liieRoyears; expected volatility ranging from 33.28%@7.22% and expected dividend
yields of 0%.

CONSOLIDATED STATEMENT OF CASH FLOWS:

On a consolidated basis, cash and cash equivatehisle cash and due from depository institutidgnigrest bearing deposits, federal
funds sold and short-term investments in money etdtknds. The Company made $126,000 in income égxnpnts in 2009; $200,000 in
2008; and $138,000 in 2007. The Company had
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non-cash transfers to other real estate owned (QRE®e amounts of $2,900,000 in 2009; $1,319,;002008; and $131,000 in 2007. The
Company made total interest payments of $15,963/9Q009; $20,617,000 in 2008; and $25,642,000idi72

INCOME TAXES:

Deferred tax assets or liabilities are compute@dthas the difference between the financial statémed income tax basis of assets and
liabilities using the enacted marginal tax ratefdded income tax expenses or credits are basélgeochanges in the corresponding asset or
liability from period to period. Deferred tax assate reduced, if necessary, by the amounts oflseicéfits that are not expected to be rea
based upon available evidence.

INTEREST RATE CONTRACTS:

The Company accounts for derivative instrumentstadding activities in accordance with GAAP. Thexpany recognizes all
derivatives as either assets or liabilities onGloasolidated Balance Sheets and measures thoseniesits at fair value. For derivatives
designated as fair value hedges, changes in thedlaie of the derivative and hedged item relatethé hedged risk are recognized in
earnings. Changes in fair value of derivativesglesied and accounted as cash flow hedges, to teetékey are effective as hedges, are
recorded in “Other Comprehensive Income,” net ééded taxes and are subsequently reclassifiedriairegs when the hedged transaction
affects earnings. Any hedge ineffectiveness woelddzognized in the income statement line itemapartg to the hedged item.

The Company typically enters into derivative instents to meet the financing, interest rate andtggisk management needs of its
customers. Upon entering into these instrumentsdet customer needs, the Company enters into tifiiggtositions to minimize interest rate
and equity risk to the Company. These derivatimaricial instruments are reported at fair value \aitli resulting gain or loss recorded in
current period earnings. These instruments and dffisietting positions are recorded in other asaatsother liabilities on the Consolidated
Balance Sheets.

RECENT ACCOUNTING STANDARDS:

In June 2009, the Financial Accounting Standardsr8¢‘FASB”) issued Accounting Standards UpdateJWR) No. 2009-01;Topic
105 — Generally Accepted Accounting Principles —SBMAccounting Standards Codification™ and the Higlg of Generally Accepted
Accounting Principle.. The Codification is the single source of authorf@anhongovernmental U.S. generally accepted acaugiptinciples
(GAAP). The Codification does not change currentARAbut is intended to simplify user access taathoritative GAAP by providing all
the authoritative literature related to a partictésic in one place. Rules and interpretive redgasf the SEC under federal securities laws are
also sources of authoritative GAAP for SEC regisaThe Company adopted this standard for theiteporting period ending
September 30, 2009.

In April 2009, the FASB issued new guidance impagi\ccounting Standards Codification (*“ASC”) To@20, Fair Value
Measurements and Disclosui. This ASC provides additional guidance in deteingrfair values when there is no active market bewe the
price inputs being used represent distressed satesffirms the need to use judgment to asceifarformerly active market has become
inactive and in determining fair values when mask&ive become inactive. The adoption of this neiagce did not have a material effect
on the Company’s results of operations or finangdaition.

In September 2006, the FASB issued an accountarglatd related to fair value measurements, whicheffactive for the Company «
January 1, 2008. This standard defined fair vadstgblished a framework for measuring fair valug, expanded disclosure requirements
about fair value measurements. On January 1, 2888yrovisions of this accounting standard becdffieetése for the Company’s financial
assets and financial
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liabilities and on January 1, 2009 for nonfinaneissets and nonfinancial liabilities. This accaupstandard was subsequently codified into
ASC Topic 820Fair Value Measurements and Disclosuré&ee Notes 11-12 for the necessary disclosures.

In August 2009, the FASB issued ASU No. 2009484ir Value Measurements and Disclosures (Topic 820Measuring Liabilities at
Fair Value. This ASU provides amendments for fair value measents of liabilities. It provides clarificatiohdt in circumstances in which
a quoted price in an active market for the idemtiahility is not available, a reporting entity isquired to measure fair value using one or
more techniques. ASU 2009-05 also clarifies thatnvbstimating a fair value of a liability, a repiogtentity is not required to include a
separate input or adjustment to other inputs raat the existence of a restriction that prevémestransfer of the liability. ASU 2009-05 is
effective for the first reporting period (includimgterim periods) beginning after issuance or fowparter 2009. The adoption of this new
guidance did not have a material impact on the Gomis financial position or results of operations.

In April 2009, the FASB issued new guidance impaghSC 825-10-50Financial Instruments which relates to fair value disclosures
for any financial instruments that are not curnengiflected on the balance sheet of companiedratdhie. This guidance amended existing
GAAP to require disclosures about fair value offinial instruments for interim reporting periodgablicly traded companies as well as in
annual financial statements. This guidance is #&ffedor interim and annual periods ending aftarel&5, 2009. The Company has presented
the necessary disclosures in Note 12 herein.

In April 2009, the FASB issued new guidance impaghSC 320-10lnvestments — Debt and Equity Securitiedich provides
additional guidance designed to create greateityckmd consistency in accounting for and presenitimpairment losses on securities. This
guidance is effective for interim and annual pesiedding after June 15, 2009. The Company hasmieskthe necessary disclosures in Note
3 herein.

On December 30, 2008, the FASB issued new authiggtaccounting guidance under ASC Topic 7CBmpensation — Retirement
Benefits, which provides guidance related to an employgisslosures about plan assets of defined benefiipe or other post-retirement
benefit plans. Under ASC Topic 715, disclosuresughprovide users of financial statements with adarstanding of how investment
allocation decisions are made, the factors thapartnent to an understanding of investment pedicind strategies, the major categories of
plan assets, the inputs and valuation technigued tesmeasure the fair value of plan assets, fieetedf fair value measurements using
significant unobservable inputs on changes in pksets for the period and significant concentratafrrisk within plan assets. This guidance
is effective fiscal year ending after December2®)9. The new authoritative accounting guidanceeu&C Topic 715 became effective for
the Company’s financial statements for the yearedridecember 31, 2009 and the required disclosueasported in Note 14.

The FASB issued new authoritative accounting gusdamder ASC Topic 855ubsequent Eventsvhich establishes general standards
of accounting for and disclosure of events thatioedter the balance sheet date but before finhat@éements are issued or available to be
issued. ASC Topic 855 defines (i) the period afterbalance sheet date during which a reportinity&nmanagement should evaluate events
or transactions that may occur for potential reétam or disclosure in the financial statement,tfie circumstances under which an entity
should recognize events or transactions occurffiieg the balance sheet date in its financial states) and (iii) the disclosures an entity
should make about events or transactions that metafter the balance sheet date. The new auttiegitaccounting guidance under ASC
Topic 855 is effective for periods ending afterddm, 2009. The required disclosures are providédbite 27.

2. CASH AND DUE FROM BANKS

Cash and due from banks at December 31, 2009 @& #@luded $150,000 and $587,000, respectivélseserves required to be
maintained under Federal Reserve Bank regulations.
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3. INVESTMENT SECURITIES
The cost basis and fair values of investment seesire summarized as follows:
Investment securities available for sale:

AT DECEMBER 31, 2009

GROSS GROSS
UNREALIZED UNREALIZED
cosT FAIR
BASIS GAINS LOSSES VALUE
(IN THOUSANDS)

U.S. Agency $ 12,34. $ 26 $ (76) $ 12,29
U.S. Agency mortga¢-backed securitie 116,08t 3,12¢ (23€) 118,98
Total $128,43( $ 3,15¢ $ (312) $131,27:

Investment securities held to maturity:

AT DECEMBER 31, 2009

GROSS GROSS
UNREALIZED UNREALIZED
cosT FAIR
BASIS GAINS LOSSES VALUE
(IN THOUSANDS)
U.S. Treasun $ 3,00¢ $ 13 $ — $ 3,022
U.S. Agency mortga¢-backed securitie 7,60z 373 — 7,97¢
Other securitie: 1,00(C — @® 99¢
Total $11,617 $ 38¢€ $ D $11,99¢
Investment securities available for sale:
AT DECEMBER 31, 2008
GROSS GROSS
UNREALIZED UNREALIZED
cosT FAIR
_BASIS _ GAINS LOSSES _VALUE _
(IN THOUSANDS)
U.S. Agency $ 10,38 $ 18¢ $ — $ 10,57¢
U.S. Agency mortga¢-backed securitie 114,38l 2,057 (24¥) 116,18¢
Other securitie: 24 — (7 17
Total $124,79: $ 2,24t $ (25%) $126,78:
Investment securities held to maturity:
AT DECEMBER 31, 2008
GROSS GROSS
UNREALIZED UNREALIZED
cosT FAIR
BASIS GAINS LOSSES VALUE
(IN THOUSANDS)
U.S. Treasun $ 3,082 $ 11€ $ — $ 3,20(
U.S. Agency mortga¢-backed securitie 9,56: 321 — 9,88:
Other securitie: 3,25( — (10 3,24(
Total $15,89- $ 43¢ $ (10 $16,32!

Realized gains and losses are calculated by trafigpdentification method.
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Maintaining investment quality is a primary objeetiof the Company’s investment policy which, subjeccertain limited exceptions,
prohibits the purchase of any investment secugtpw a Moody'’s Investors Service or Standard & Pomating of A. At December 31, 2009,
99.3% of the portfolio was rated AAA as compare®7067% at December 31, 2008. None of the portfohs rated below A or unrated on
December 31, 2009. The Company and its subsidjaridiectively, did not hold securities of any dmgssuer, excluding U.S. Treasury and
U.S. Agencies, that exceeded 10% of shareholdgstyeat December 31, 2009.

The book value of securities, both available fde send held to maturity, pledged to secure pubiit ust deposits, and certain Federal
Home Loan Bank borrowings was $103,196,000 at Déeer81, 2009 and $119,267,000 at December 31, 2008.

The Company realized $164,000 of gross investmainisgand no investment security losses in 2009%42¢000 of gross investment
security gains and $137,000 of gross security 0&se2008 and no security gains or losses on aiailfor sale securities in 2007. The
Company realized no gross investment security gaidslosses on held to maturity securities in 22098 or 2007. On a net basis, the
realized gain for 2009 was $108,000, after factptive tax expense of $56,000, the realized loss2608 amounted to $63,000, after
factoring in tax benefit of $32,000. Proceeds freates of investment securities available for saesv$4.7 million for 2009 and $25 million
during 2008. There were no sales of investmentrigexsufor 2007.

The following table sets forth the contractual migudistribution of the investment securities, thasis and fair market values, and the
weighted average yield for each type and rangeatfirity as of December 31, 2009. Yields are nos@néed on a tagquivalent basis, but &
based upon the cost basis and are weighted farctieduled maturity. The Company’s consolidatedstient securities portfolio had a
modified duration of approximately 2.16 years. Teaghted average expected maturity for availabteséde securities at December 31, 2009
for U.S. Agency and U.S. Agency Mortgage-Backed %&8, and 3.97 years, respectively. The weightedaae expected maturity for held
to maturity securities at December 31, 2009 for. Jr®@asury, U.S. Agency Mortgage-Backed and otbeusties was 0.12, 3.73 and 2.45
years.

Investment securities available for sale:

AT DECEMBER 31, 2009

AFTER 1 YEAR AFTER 5 YEARS
BUT WITHIN BUT WITHIN
WITHIN 1 YEAR 5 YEARS 10 YEARS AFTER 10 YEARS TOTAL
AMOUNT  YIELD AMOUNT  YIELD AMOUNT  YIELD AMOUNT  YIELD AMOUNT  YIELD
(IN THOUSANDS, EXCEPT YIELDS)
COST BASIS
U.S. Agency $ — —% $ 9,842 32:% $ 250C 45(% $ — —% $ 12,34: 3.4&%
U.S. Agency mortgage- backed
securities 4,79¢ 3.27 1,231 3.8¢ 22,93. 4.31 87,13( 4.3¢ 116,08 4.3z
Total investment securities
available for sal $ 4,79¢ 3.27% $11,07¢ 3.3(% $25,43. 4.3% $87,13( 4.38% $128,43( 4.24%
FAIR VALUE
U.S. Agency $ — $ 9,85( $ 2,44: $ — $ 12,29.
U.S. Agency mortgage- backed
securities 4,86( 1,25: 23,75¢ 89,10¢ 118,98(
Total investment securities
available for sali $ 4,86( $11,10¢ $26,20: $89,10¢ $131,27:
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Investment securities held to maturity:

AT DECEMBER 31, 2009

AFTER 1 YEAR

BUT WITHIN
WITHIN 1 YEAR 5 YEARS

AFTER 5 YEARS

BUT WITHIN
10 YEARS

AFTER

10 YEARS

TOTAL

AMOUNT YIELD AMOUNT YIELD

AMOUNT YIELD

AMOUNT  YIELD

AMOUNT  YIELD

COST BASIS
U.S. Treasun $ 3,00¢ 39¢% $ —
U.S. Agency mortgage -backed

securities — — —

(IN THOUSANDS, EXCEPT YIELDS)

Other securitie: — — 1,00C 1.3¢

Total investment securities held to

maturity $ 3,00¢ 3.9¢% $ 1,000 1.3%%

FAIR VALUE

U.S. Treasun $ 3,022 $

U.S. Agency mortgage -backed
securities

Other securitie:

Total investment securities held to
maturity $ 3,027 $  99¢

|
O
@ |
«

©®
|

$ —

$ 3,00¢ 3.96%

7,60z 5.3€
1,000 1.3¢

$11,61: 4.35%

The following tables present information concernimgestments with unrealized losses as of Decer@bg?009 (in thousands):

Investment securities available for sale:

LESS THAN 12 MONTHS

UNREALIZED
FAIR
VALUE LOSSES

U.S. Agency $ 7,42¢ $ (76)
U.S. Agency mortgage-backed

securities 17,52t (236)
Total investment securities available

for sale $24,94¢ $ (312)

Investment securities held to maturity:

LESS THAN 12 MONTHS

12 MONTHS OR LONGER

UNREALIZED
FAIR
VALUE LOSSES
$ — $ —
$ — $ =

12 MONTHS OR LONGER

UNREALIZED UNREALIZED
FAIR FAIR
VALUE LOSSES VALUE LOSSES
Other securitie $ — $ — $ 99¢ $ (1)
Total investment securities held to
maturity $ — $ — $ 99¢ $ @)
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The following tables present information concernimgestments with unrealized losses as of Decerdbg2008 (in thousands):

Investment securities available for sale:

LESS THAN 12 MONTHS 12 MONTHS OR LONGER TOTAL
UNREALIZED UNREALIZED UNREALIZED
FAIR FAIR FAIR
VALUE LOSSES VALUE LOSSES VALUE LOSSES

U.S. Agency mortgage-backed

securities $31,06: $ (22¢) $ 3,37¢ $ (22) $34,43¢ $ (24¢)
Other securitie: — 17 (7 17 (7)
Total investment securities availat

for sale $31,06: $ (22¢€) $ 3,397 $ (29) $34,45¢ $ (255)

Investment securities held to maturity:

LESS THAN 12 MONTHS 12 MONTHS OR LONGER TOTAL
UNREALIZED UNREALIZED UNREALIZED
FAIR FAIR FAIR
VALUE LOSSES VALUE LOSSES VALUE LOSSES
Other securitie $ — $ — $ 3,24( $ (10) $3,24( $ (10)
Total investment securities held
to maturity $ — $ — $ 3,24( $ (10 $3,24( $ (10

The unrealized losses are primarily a result ofdases in market yields from the time of purchasgeneral, as market yields rise, the
value of securities will decrease; as market yigédisthe fair value of securities will increasghere are 20 positions that are considered
temporarily impaired at December 31, 2009. Managemgenerally views changes in fair value causedianges in interest rates as
temporary; therefore, these securities have nat blessified as other-than-temporarily impairednisigement has also concluded that based
on current information we expect to continue teeree scheduled interest payments as well as thie gaincipal balance. Furthermore,
management does not intend to sell these secuaitiédsloes not believe it will be required to dedide securities before they recover in value.

4. LOANS
The loan portfolio of the Company consisted offthilowing:

AT DECEMBER 31,

2009 2008
(IN THOUSANDS)

Commercial $ 96,15¢ $110,19°
Commercial loans secured by real es 396,78 353,87(
Real esta-mortgage 207,22: 218,92¢
Consume 19,61¢ 23,80
Loans 719,78! 706,79¢
Less: Unearned incon 671 691
Loans, net of unearned incot $719,11- $706,10¢

Real estate construction loans comprised 6.8% &% 6f total loans net of unearned income at Deegr8h, 2009 and 2008,
respectively. The Company has no exposure to suepmiortgage loans in either the loan or investmpertfolios. The Company has no dir
credit exposure to foreign countries. Additionally,

54



the Company has no significant industry lendingoemtrations. As of December 31, 2009 and 2008 sléaicustomers engaged in similar
activities and having similar economic charactaristas defined by standard industrial classifaregj did not exceed 10% of total loans.
Additionally, the majority of the Company’s lendingcurs within a 100 mile radius of the Johnstovarkat.

In the ordinary course of business, the subsididrae transactions, including loans, with theficefs, directors, and their affiliated
companies. In managements opinion, these transactiere on substantially the same terms as thesmifing at the time for comparable
transactions with unaffiliated parties and do mebive more than the normal credit risk. These $omtaled $1,183,000 and $6,121,000 at
December 31, 2009 and 2008, respectively. An aisabfthese related party loans follows:

YEAR ENDED
DECEMBER 31,
2009 2008
(IN THOUSANDS)
Balance January $ 6,121 $4,72¢
New loans 1,22( 2,20¢
Payment: (4,130 (817)
Reduction due to director retireme (2,028 —
Balance December & $1,18¢ $6,12]

5. ALLOWANCE FOR LOAN LOSSES
An analysis of the changes in the allowance fon loases follows:

YEAR ENDED DECEMBER 31,

2009 2008 2007
(IN THOUSANDS)

Balance January $ 8,91( $ 7,252 $ 8,092

Provision for loan losse 15,15( 2,92¢ 30C

Recoveries on loans previously char-off 75E 44¢€ 192

Loans charge-off (5,130 (1,719 (1,339

Balance December & $19,68¢ $ 8,91( $ 7,252
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6. NON-PERFORMING ASSETS

Non-performing assets are comprised of (i) loanEkwhre on a non-accrual basis, (ii) loans whighamtractually past due 90 days or
more as to interest or principal payments, anfidtiier real estate owned (real estate acquiredigir foreclosure, in-substance foreclosures
and repossessed assets).

The following tables present information concernnam-performing assets:

AT DECEMBER 31,

2009 2008 2007
(IN THOUSANDS, EXCEPT
PERCENTAGES)

Non-accrual loan:
Commercial $ 3,37¢ $1,12¢ $3,55:
Commercial loans secured by real es 11,71¢ 484 22t
Real esta-mortgage 1,63¢ 1,31: 87¢
Consume 38€ 452 58¢
Total 17,11¢ 3,371 5,23¢
Other real estate owni
Commercial loans secured by real es 871 701 —
Real esta-mortgage 35C 494 42
Total 1,221 1,19¢ 42
Total nor-performing asset $18,33] $4,57 $5,28(
Total non-performing assets as a percent of loaddaans held for sale, net of unearned

income, and other real estate ow: 2.5% 0.65% 0.8%%
Total restructured loans (included in -accrual loans abovi $ 9,60z $1,36( $1,217

The Company is unaware of any additional loans k/hre required to either be charged-off or adddedeamon-performing asset totals
disclosed above. Other real estate owned is redatithe lower of 1) fair value minus estimatedi€ds sell, or 2) carrying cost.

The Company had non-accrual loans totaling $1500@Land $1,612,000 being specifically identifiedrapaired and a corresponding
allocation reserve of $4,995,000 and $755,000 aeBwer 31, 2009 and 2008, respectively. The avaeratganding balance for loans being
specifically identified as impaired was $11,248,86602009 and $1,605,000 for 2008. A majority of impaired loans are secured by sellable
collateral, the estimated timing of the liquidatiointhe collateral and the estimated fair valu¢hef collateral are evaluated in measuring the
impairment. The interest income recognized on imgohioans during 2009, 2008 and 2007 was $75,dan#l $24,000, respectively.

The following table sets forth, for the periodsigaded, (1) the gross interest income that woulehzeen recorded if non-accrual loans
had been current in accordance with their origieahs and had been outstanding throughout thegerigince origination if held for part of
the period, (2) the amount of interest income distwacorded on such loans, and (3) the net redundti interest income attributable to such
loans.

YEAR ENDED
DECEMBER 31,
2009 2008 2007
(IN THOUSANDS)
Interest income due in accordance with originahte $552 $19¢  $21F
Interest income recorde (75) — (29
Net reduction in interest incon $47¢ $19€  $191
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7. PREMISES AND EQUIPMENT

An analysis of premises and equipment follows:

Land

Premise:

Furniture and equipme

Leasehold improvemen

Total at cos

Less: Accumulated depreciation and amortiza
Net book valug

AT DECEMBER 31,
2009 2008
(IN THOUSANDS)
$ 1,20¢ $ 1,20¢

21,541 20,84¢

13,99/ 13,50!

59¢ 59¢
37,34: 36,15:
28,11: 26,63
$ 9,22¢ $ 9,521

The Company recorded depreciation expense of $illibrm$1.5 million and $1.5 million for 2009, 28tand 2007, respectively.

8. DEPOSITS

The following table sets forth the balance of tt@pany’s deposits:

Demand:
Nor-interest bearin
Interest bearin
Savings
Money marke
Certificates of deposit in denominations of $100,00 more
Other time

Total deposit:

Interest expense on deposits consisted of theviolmp

Interest bearing demat

Savings

Money marke

Certificates of deposit in denominations of $100,00 more
Other time

Total interest expens

AT DECEMBER 31,
2009 2008
(IN THOUSANDS)

$118,23: $116,37:
61,29: 60,90(
72,557 70,68:
181,13¢ 129,69:
45,16¢ 36,16¢
307,62: 281,14«

$786,01. $694,95¢

YEAR ENDED DECEMBER 31,
2009 2008 2007
(IN THOUSANDS)

$ 25¢ $ 658 $1,18¢

53C 53¢ 54¢
2,43 2,417 6,04(
1,18¢ 1,74¢ 1,774

8,70( 10,33 13,26¢
$13,10¢  $15,68(  $22,81:
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matu

The following table sets forth the balance of otfirae deposits and certificates of deposit of $200,0r more as of December 31, 2009
ring in the periods presented:

CERTIFICATES OF

DEPOSIT
YEAR OTHER TIME DEPOSITS OF $100,000 OR MORE
(IN THOUSANDS)
2010 $ 160,12t $ 35,99¢
2011 70,71t 5,25(
2012 34,66¢ 1,82¢
2013 10,26 1,80¢
2014 6,46¢ 142
2015 and afte 25,38¢ 141
Total $ 307,62. $ 45,16¢
The maturities on certificates of deposit greatant$100,000 or more as of December 31, 2009 sdfi@laws:

(IN THOUSANDS)
MATURING IN:
Three months or les $ 13,14(
Over three through six mont 17,661
Over six through twelve montt 5,192
Over twelve month 9,17(
Total $ 45,16¢

9. FEDERAL FUNDS PURCHASED AND SHORT-TERM BORROWING S

The outstanding balances and related informatioffefileral funds purchased and other short-ternoldngs are summarized as

follows:
AT DECEMBER 31, 2009
FEDERAL
FUNDS SHORT-TERM
PURCHASED BORROWINGS
(IN THOUSANDS, EXCEPT RATES)
Balance $ — $ 25,77¢
Maximum indebtedness at any month 5,96¢ 54,64¢
Average balance during ye 1,35¢ 19,67(
Average rate paid for the ye 0.5(% 0.67%
Interest rate on year end balau — 0.62
AT DECEMBER 31, 2008
FEDERAL
FUNDS SHORT-TERM
PURCHASED BORROWINGS
(IN THOUSANDS, EXCEPT RATES)

Balance $ — $ 119,92
Maximum indebtedness at any month 5,68¢ 138,85!
Average balance during ye 20 71,617
Average rate paid for the ye 3.1€% 1.9€%
Interest rate on year end balal — 0.6C
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Average amounts outstanding during the year reptaimly averages. Average interest rates reprastrest expense divided by the
related average balances.

These borrowing transactions can range from ovhtri@one year in maturity. The average maturity Wweo days at the end of 2009
and 2008.

10. ADVANCES FROM FEDERAL HOME LOAN BANK AND GUARAN TEED JUNIOR SUBORDINATED DEFERRABLE
INTEREST DEBENTURES

Borrowings and advances from the FHLB consist efftilowing:

AT DECEMBER 31, 2009

WEIGHTED
MATURING AVERAGE YIELD BALANCE
(IN THOUSANDS)
Overnight 0.62% $ 25,77¢
2010 1.67 22,00(
2012 1.97 3,00
2016 and afte 6.44 804
Total advance 1.8t 25,80
Total FHLB borrowings 1.24% $ 51,57¢
AT DECEMBER 31, 2008
WEIGHTED
MATURING AVERAGE YIELD BALANCE
(IN THOUSANDS)
Overnight 1.9€% $119,92(
2009 4.17 3,004
2010 3.3¢€ 10,00(
2011 and afte 6.44 854
Total advance 3.72 13,85¢
Total FHLB borrowings 2.14% $133,77¢

The Company’s subsidiary Bank is a member of theB-hich provides this subsidiary with the oppoiityrio obtain short to longer-
term advances based upon the Bank’s investmemstsigt@asecured by one- to four-family residential estate. The rate on open repo plus
advances, which are typically overnight borrowingg change daily, while the rate on the advarxézgad until the maturity of the advance.
All FHLB stock along with an interest in certairsigential mortgage and commercial real-estate loaitls an aggregate statutory value equal
to the amount of the advances, are pledged agemlldo the FHLB of Pittsburgh to support theserdwings. At December 31, 2009, the
Bank had immediately available $142 million of avight borrowing capability at the FHLB and $46 moill of unsecured federal funds lines
with correspondent banks.

Guaranteed Junior Subordinated Deferrable Int&ebentures:

On April 28, 1998, the Company completed a $34 ianipublic offering of 8.45% Trust Preferred Seties, which represent
undivided beneficial interests in the assets okla@are business trust, AmeriServ Financial Capitast |. The Trust Preferred Securities
will mature on June 30, 2028, and are callableaaigpthe option of the Company after June 30, 2B88ceeds of the issue were invested by
AmeriServ Financial Capital Trust | in Junior Sudioated Debentures issued by AmeriServ Finanaial, Unamortized deferred issuance
costs associated with the Trust Preferred Secsidgieounted to $287,000 as of December 31, 200@m=nidicluded in other assets on the
consolidated balance sheet, and are being amouizedstraight-line basis

59



over the term of the issue. The Trust Preferredriges are listed on NASDAQ under the symbol ASR¥eriServ Financial Capital Trust

| was deconsolidated in the first quarter of 2004d¢cordance with GAAP. The Company used $22.5anitf proceeds from a private
placement of common stock to redeem Trust PrefeSesirities in 2005 and 2004. The balance as oébber 31, 2009 and 2008 was $13.1
million.

11. DISCLOSURES ABOUT FAIR VALUE MEASUREMENTS

GAAP establishes a hierarchal disclosure framevassociated with the level of pricing observabilitifized in measuring assets and
liabilities at fair value. The three broad levetfided by GAAP hierarchy are as follows:

Level I: Quoted prices are available in active negglor identical assets or liabilities as of thparted date.

Level II: Pricing inputs are other than the quopeides in active markets, which are either direotlyndirectly observable as of the
reported date. The nature of these assets antitieshincludes items for which quoted prices arailable but traded less frequently and
items that are fair-valued using other financiakinoments, the parameters of which can be direttberved.

Level llI: Assets and liabilities that have litle no pricing observability as of the reported dateese items do not have two-way
markets and are measured using management’s hiesatesof fair value, where the inputs into theedetination of fair value require
significant management judgment or estimation.

Securities classified as available for sale arenteg at fair value utilizing Level 2 inputs. Ftiese securities, the Company obtains fair
value measurements from an independent pricindgcgervVhe fair value measurements consider obsexddth that may include dealer
guoted market spreads, cash flows, the U.S. Trgaseid curve, live trading levels, trade executdata, market consensus prepayment
speeds, credit information and the bond’s termscamdiitions, among other things. This applies taahilable for sale securities except U.S.
Treasury and equity securities which are considardut Level 1.

Residential real estate loans held for sale amechat fair value on a recurring basis. Residéngial estate loans are valued based on
guoted market prices from purchase commitments frarket participants and are classified as Level 1.

The fair value of the swap asset is based on aredtderivative valuation model using data inmg®f the valuation date and classi
Level 2.

The following table presents the assets reportetth®@iConsolidated Balance Sheets at their fairevakiof December 31, 2009 and 2!
by level within the fair value hierarchy. As reqdrby GAAP, financial assets and liabilities aressified in their entirety based on the lowest
level of input that is significant to the fair valuneasurement.
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Assets Measured on a Recurring Basis

Assets measured at fair value on a recurring lamsisummarized below (in thousands):

Fair Value Measurements at December 31, 2009 Using
Quoted Prices ir

Significant
Other Significant
Active Markets Observable Unobservable
for
Identical Assets Inputs Inputs
Total (Level 1) (Level 2) (Level 3)
Assets:
U.S. Agency securitie $ 12,29: $ — $ 12,29: $ —
U.S. Agency mortga¢-backed securitie 118,98 — 118,98 —
Loans held for sal 3,79( 3,79( — —
Fair value swap ass 154 — 154 —
Fair Value Measurements at December 31, 2008 Using
Quoted Prices ir N
Significant
Other Significant
Active Markets Observable Unobservable
for
Identical Assets Inputs Inputs
Total (Level 1) (Level 2) (Level 3)
Assets:
U.S. Agency securitie $ 10,57¢ $ — $ 10,57¢ $ —
U.S. Agency mortga(-backed securitie 116,18¢ — 116,18¢ —
Other securitie: 17 17 — —
Loans held for sal 1,00(C 1,00(¢ — —
Fair value swap ass 33€ — 33€ —

Loans considered impaired are loans for which, dbasecurrent information and events, it is probabég the creditor will be unable to
collect all amounts due according to the contrddirans of the loan agreement. Impaired loans gpented at fair value of the underlying
collateral if the repayment is expected solely fithia collateral. Collateral values are estimatedgukevel 2 inputs based on observable
market data which at times are discounted. At Déxegr1, 2009, impaired loans with a carrying valti#15.1 million were reduced by
specific valuation allowance totaling $5.0 millisgsulting in a net fair value of $10.1 million.

OREO is measured at fair value, less cost to séfieadate of foreclosure. Valuations are peridtigzerformed by management and the
assets are carried at the lower of carrying amoufdir value, less cost to sell. Income and expsifisom operations and changes in valuation
allowance are included in the net expenses from @QRE

Assets Measured on a Nomecurring Basis

Assets measured at fair value on a non-recurrisgl@ae summarized below (in thousands):

Fair Value Measurements at December 31, 2009 Using
Quoted Prices ir

Significant

Other Significant

Active Markets Observable Unobservable
for
Identical Assets Inputs Inputs
Total (Level 1) (Level 2) (Level 3)
Assets:

Impaired loan: $10,09: $ — $ 10,09: $ —
Other real estate own 1,221 — 1,221 —
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Fair Value Measurements at December 31, 2008 Using
Quoted Prices ir

Significant Significant

Active Markets Other Unobservable
for Observable
Identical Assets Inputs Inputs
Total (Level 1) (Level 2) (Level 3)
Assets:

Impaired loan: $ 857 $ — $ 857 $ —
Other real estate own 1,19¢ — 1,19¢ —

12. DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTR UMENTS

For the Company, as for most financial instituticssproximately 90% of its assets and liabilitiess @onsidered financial instruments.
Many of the Company’s financial instruments, howeleck an available trading market characterizgd lvilling buyer and willing seller
engaging in an exchange transaction. Thereforgifgignt estimates and present value calculatioasewsed by the Company for the purg
of this disclosure.

Fair values have been determined by the Compamnyg irsiiependent third party valuations that uset deslable data (Level 2) and an
estimation methodology (Level 3) the Company belgeis suitable for each category of financial instents. Management believes that cash,
cash equivalents, and loans and deposits withifipatterest rates have estimated fair values whpgtroximate the recorded book balances.
The estimation methodologies used, the estimaieddhies based off of GAAP measurements, and detbbook balances at December 31,
2009 and 2008, were as follows:

2009 2008
RECORDED RECORDED
FAIR VALUE BOOK BALANCE FAIR VALUE BOOK BALANCE
(IN THOUSANDS)

FINANCIAL ASSETS:

Cash and cash equivalel $ 26,30¢ $ 26,30¢ $ 35,12« $ 35,12«
Investment securitie 143,26¢ 142,88: 143,10« 142,67
Regulatory stocl 9,73¢ 9,73¢ 9,73¢ 9,73¢
Net loans (including loans held for sale), ne

allowance for loan los 699,77( 703,21¢ 701,06t 698,19¢
Accrued income receivab 3,58¢ 3,58¢ 3,73t 3,73t
Bank owned life insuranc 33,69( 33,69( 32,92¢ 32,92¢
Fair value swap ass 154 154 33€ 33€
FINANCIAL LIABILITIES:
Deposits with no stated maturiti $ 433,22 $ 433,22( $ 377,64t $ 377,64t
Deposits with stated maturiti 357,27! 352,79 320,20: 317,31(
Shor-term borrowings 25,77¢ 25,77¢ 119,92( 119,92(
All other borrowings 41,27: 38,88¢ 31,47: 26,94
Accrued interest payab 4,13¢ 4,13¢ 4,06z 4,06z
Fair value swap liability 154 154 33€ 33€

The fair value of cash and cash equivalents islg¢quhe current carrying value.
The fair value of investment securities is equahmavailable quoted market price.
The fair value of regulatory stock is equal to tikerent carrying value.

The net loan portfolio has been valued using agmteglue discounted cash flow. The discount ragalun these calculations is based
upon the treasury yield curve adjusted for nonregkeoperating costs, credit loss, current markeep and assumed prepayment risk.
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The fair value of accrued income receivable is etuthe current carrying value.
The fair value of bank owned life insurance is loagpon the cash surrender value of the underlydiigips and matches the book val

Deposits with stated maturities have been valuatyus present value discounted cash flow with adligt rate approximating current
market for similar assets and liabilities. Deposgiith no stated maturities have an estimated faliner equal to both the amount payable on
demand and the recorded book balance.

The fair value of short-term borrowings is equathe current carrying value.

The fair value of other borrowed funds are basetherdiscounted value of contractual cash flows discount rates are estimated
using rates currently offered for similar instrurteewith similar remaining maturities.

The fair value of accrued interest payable is etpu#ile current carrying value.
The fair value of the swap asset is based on arredtderivative valuation model using data in@g®f the valuation date.

Changes in assumptions or estimation methodolag@gshave a material effect on these estimated/édires. The Company'’s
remaining assets and liabilities which are not @ered financial instruments have not been valut#drdntly than has been customary under
historical cost accounting.

13. INCOME TAXES
The expense for income taxes is summarized below:

YEAR ENDED DECEMBER 31,

2009 2008 2007

(IN THOUSANDS)
Current $ 17C $ 121 $ 11€
Deferred (3,220 1,34¢ 80¢
Income tax (benefit) expen $ (3,050 $ 1,47(C $ 924

The reconciliation between the federal statutoryréde and the Company’s effective consolidatedrime tax rate is as follows:

YEAR ENDED DECEMBER 31,

2009 2008 2007
AMOUNT RATE AMOUNT RATE AMOUNT RATE
(IN THOUSANDS, EXCEPT PERCENTAGES)
Income tax (benefit) expense based on federaltstatrate $(2,70) (34.0% $ 2,37¢ 34.(% $ 1,34¢ 34.(%
Tax exempt incom (443 (5.6) (98%) (14.) (50€) (12.9)
Other 94 1.2 82 1.2 84 2.1
Total (benefit) expense for income ta: $(3,060 (38.9% $ 1,47(C 21.1% $ 924 23.2%
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December 31, 2009 and 2008, deferred taxes anediedlin the accompanying Consolidated Balance Shéke following table
highlights the major components comprising the detktax assets and liabilities for each of thequsr presented:

AT DECEMBER 31,
2009 2008
(IN THOUSANDS)

DEFERRED TAX ASSETS
Allowance for loan losse $ 6,69: $ 3,02¢
Unfunded commitment reser 24C 167
Premises and equipme 79€ 1,10z
Accrued pension obligatic 1,51(C 1,16t
Net operating loss carryforwar 6,02¢ 6,362
Alternative minimum tax credit 1,38¢ 1,301
Other 45¢ 39€
Total tax asset 17,11 13,52:
DEFERRED TAX LIABILITIES:
Investment accretio (30 (36)
Unrealized investment security ga (967) (67€)
Other (192) (159
Total tax liabilities (1,189 (877)
Net deferred tax ass $15,92¢ $12,65:

At December 31, 2009 and 2008, the Company hadihmtion allowance established against its defelardssets as we believe the
Company will generate sufficient future taxableame to fully utilize all net operating loss carrgf@rds and AMT tax credits.

The change in net deferred tax assets and ligsild@onsist of the following:

YEAR ENDED
DECEMBER 31,
2009 2008
(IN THOUSANDS)
Investment writ-ups due to GAAP, charged to eqt $ (297) $(1,079)
Pension obligation of the defined benefit planyeitrecognized in incorr 34k 1,32¢
Deferred benefit (provision) for income ta» 3,22( (1,349
Net increase (decreas $3,27¢ $(1,099)

The Company has alternative minimum tax creditydarwards of approximately $1.4 million at DecemB&r 2009. These credits have
an indefinite carryforward period. The Company dlas a $17.7 million net operating loss carryfodhduat will begin to expire in the year
2024.

The Company utilizes GAAP which prescribes a redagnthreshold and a measurement attribute fofittencial statement
recognition and measurement of a tax position takexxpected to be taken in a tax return. Ben#fits tax positions should be recognize:
the financial statements only when it is more lkilan not that the tax position will be sustaingdn examination by the appropriate taxing
authority that would have full knowledge of alleeant information. A tax position that meets theenlikely-thannot recognition threshold
measured at the largest amount of benefit thateiatgr than fifty percent likely of being realizegon ultimate settlement. Tax positions that
previously failed to meet the more-likely-than-netognition threshold should be recognized in st $ubsequent financial reporting period
in which that threshold is met. Previously recogdizax positions that no longer meet the moreyjitehnnot recognition threshold should
derecognized in the
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first subsequent financial reporting period in whibat threshold is no longer met. GAAP also presiduidance on the accounting for and
disclosure of unrecognized tax benefits, interadt@enalties. This treatment did not have a sigaifi impact on the Company’s financial

statements.
14. EMPLOYEE BENEFIT PLANS
PENSION PLANS:

The Company has a noncontributory defined benefisfon plan covering all employees who work attl&z300 hours per year. The
participants shall have a vested interest in thetrued benefit after five full years of servicbgTbenefits of the plan are based upon the
employee’s years of service and average annuaheggarfor the highest five consecutive calendar yearring the final ten year period of
employment. Plan assets are primarily debt seear{thcluding U.S. Treasury and Agency securitesporate notes and bonds), listed
common stocks (including shares of AmeriServ Firglntnc. common stock valued at $348,000 andhmtdéid to 10% of the plan’s assets),

mutual funds, and short-term cash equivalent insénts. The following actuarial tables are basedgada provided by an independent third

party as of December 31, 2009.
PENSION BENEFITS:

CHANGE IN BENEFIT OBLIGATION:
Benefit obligation at beginning of ye
Service cos

Interest cos

Actuarial (gain) los:

Benefits paic

Benefit obligation at end of ye
CHANGE IN PLAN ASSETS

Fair value of plan assets at beginning of \
Actual return on plan asse

Employer contribution:

Benefits paic

Fair value of plan assets at end of y
Funded status of the pl— under fundec

AMOUNTS NOT YET RECOGNIZED AS A COMPONENT OF NET REODIC
PENSION COST

Amounts recognized in accumulated other comprekieriscome (loss) consists (

Transition asse

Prior service cos

Net actuarial los

Total

ACCUMULATED BENEFIT OBLIGATION:
Accumulated benefit obligatic
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YEAR ENDED DECEMBER 31,

2009 2008
(IN THOUSANDS)
$ 16,80: $ 16,23
1,021 92¢€
1,05¢ 937
1,27¢ (79)
(309) (1,215)
19,85t 16,80:
13,20: 15,92¢
1,08( (2,917)
1,50( 1,40(
(309 (1,219
15,47¢ 13,20:
$ (4,370 $  (3,59¢
YEAR ENDED DECEMBER 31,
2009 2008
(IN THOUSANDS)
$ 17 $ 17
(12) 4
87¢ 3,711
$ 884 $ 3,72¢
YEAR ENDED DECEMBER 31,
2009 2008
(IN THOUSANDS)
$ 17,90¢ $ 14,85(



The weighted-average assumptions used to detetmimefit obligations at December 31, 2009 and 206&was follows:

YEAR ENDED DECEMBER 31,

2009 2008
(PERCENTAGES)

WEIGHTED AVERAGE ASSUMPTIONS

Discount rate 5.7%% 6.25%

Salary scalt 2.5C 2.5C

YEAR ENDED DECEMBER 31,
2009 2008 2007
(IN THOUSANDS)

COMPONENTS OF NET PERIODIC BENEFIT COS

Service cos $ 1,021 $ 92¢ $ 927
Interest cos 1,05¢ 937 88C
Expected return on plan ass (1,239 (1,232 (1,146
Amortization of prior year service cc 11 4 4
Amortization of transition ass a7 (@) a7
Recognized net actuarial loss due to special textioin benefii — — 85
Recognized net actuarial lo 55E 35E 37C
Net periodic pension co $ 1,39/ $ 9v: $1,10¢

The estimated net loss, prior service cost anditian asset for the defined benefit pension pheat be will amortized from accumulat
other comprehensive income (loss) into net peribditefit cost over the next year are $568,000,0R15,and $(17,000), respectively.

The weighted-average assumptions used to detemaingeriodic benefit cost for the years ended Déezrl, 2009, 2008 and 2007
were as follows:

YEAR ENDED DECEMBER 31,

2009 2008 2007
(PERCENTAGES)

WEIGHTED AVERAGE ASSUMPTIONS

Discount rate 6.25% 6.0(% 6.0(%

Expected return on plan ass 8.0C 8.0C 8.0C

Rate of compensation incree 2.5C 2.5C 2.5C

The Company has assumed an 8% long-term expedted mn plan assets. This assumption was basedthpgsian’s historical
investment performance over a longer-term periotisofears combined with the plan’s investment dbjef balanced growth and income.
Additionally, this assumption also incorporatesaigéted range for equity securities of 50% to 60%lan assets.

PLAN ASSETS:

The plan’s measurement date is December 31, 2009 plan’s asset allocations at December 31, 20602808, by asset category are
as follows:

2009 2008
(PERCENTAGES)
ASSET CATEGORY
Cash and cash equivalel 6% 48%
Equity securities 63 17
Debt securities and sh-term investment _ 31 _ 35
Total _10C% _10C%
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The major categories of assets in the Company’siBerPlan as of year end is presented in the fafiguable. Assets are segregated by
the level of the valuation inputs within the faalue hierarchy established by ASC Topic 820 utilit® measure fair value.

YEAR ENDED DECEMBER 31,
2009 2008
(IN THOUSANDS)

Level 1:
Cash and cash equivalel $ 854 $ 6,35¢
Domestic equitie 1,911 88C
Mutual funds/ETF: 11,24t 3,15¢
Level 2:
Agencies 524 844
Collective investment func — 1,44C
Corporate bond 94k 52E
Total fair value of plan asse $ 1547 $ 13,20:

Cash and cash equivalents may include uninveswdlzalances along with money market mutual fundasury bills, or other assets
normally categorized as cash equivalents. Domesfidities may include common or preferred stockeerzd options, rights or warrants, or
ADRs which are traded on any U.S. equity markettddufunds/ETFs may include any equity, fixed inegrbalanced, international, or glo
mutual fund or exchange traded fund including amoppety fund managed by the Trust Company. Agengiay include any U.S.
government agency security or asset-backed sec@dtjective investment funds may include equityedl income, or balanced collective
investment funds managed by the Trust Company.date bonds may include any corporate bond or note.

The investment strategy objective for the pensian j5 a balance of growth and income. This objecsieeks to develop a portfolio for
acceptable levels of current income together viighdpportunity for capital appreciation. The batthgrowth and income objective reflects a
relatively equal balance between equity and fixeme investments such as debt securities. Theasithm between equity and fixed income
assets may vary by a moderate degree but theypaally targets a range of equity investments leetw50% and 60% of the plan assets.
This means that fixed income and cash investmgptsailly approximate 40% to 50% of the plan assEt® investment manager deviated
from this targeted range due to the volatility eigreced in the equity markets in 2008. The plaass able to invest in ASRV common stock
up to a maximum level of 10% of the market valu¢hef plan assets (at December 31, 2009, 2.2% gfltmassets were invested in ASRV
common stock). This asset mix is intended to enthaethere is a steady stream of cash from maunvestments to fund benefit payments.

CASH FLOWS:

The Bank presently expects that the contributiobeanade to the Plan in 2009 will be comparablé watent years of approximately
$1.5 million.

ESTIMATED FUTURE BENEFIT PAYMENTS:

The following benefit payments, which reflect fudigervice, as appropriate, are expected to be(ipakdousands).

2010 $ 2,051
2011 2,01¢
2012 2,031
2013 2,327
2014 2,545
Years 201*— 2018 11,58¢
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401(k) PLAN:

The Bank maintains a qualified 401(k) plan thad\a$ for participation by Bank employees. Underglan, employees may elect to
make voluntary, pretax contributions to their agdsuand the Bank contributes 4% of salaries faorumembers who are in the plan.
Contributions by the Bank charged to operationsv#06,000 and $226,000 for the years ended Dece3tb2009 and 2008, respectively.
The fair value of plan assets includes $290,00€peng to the value of the Company’s common stax#t Trust Preferred securities that are
held by the plan at December 31, 2009.

Except for the above benefit plans, the Companynbasignificant additional exposure for any othestpretirement or postmploymen
benefits.

15. LEASE COMMITMENTS
The Company’s obligation for future minimum leasgments on operating leases at December 31, 20@8,follows:

FUTURE MINIMUM

YEAR LEASE PAYMENTS
(IN THOUSANDS)
2010 $ 758
2011 634
2012 46C
2013 37¢E
2014 29t
2015 and thereaftt 2,81¢

In addition to the amounts set forth above, centditine leases require payments by the Compantakas, insurance, and maintenance.
Rent expense included in total non-interest expansaunted to $567,000, $514,000 and $492,000,008,28008, and 2007, respectively.

16. COMMITMENTS AND CONTINGENT LIABILITIES

The Bank incurs offalance sheet risks in the normal course of busimesrder to meet the financing needs of its austs. These risl
derive from commitments to extend credit and stgridtiers of credit. Such commitments and stanektgis of credit involve, to varying
degrees, elements of credit risk in excess of theust recognized in the consolidated financialestegnts. Commitments to extend credit are
obligations to lend to a customer as long as ttsene violation of any condition established in than agreement. Commitments generally
have fixed expiration dates or other terminatiausks and may require payment of a fee. Becausg ofigime commitments are expected to
expire without being drawn upon, the total commitirmounts do not necessarily represent future iaglirements. The Bank evaluates
each customer’s creditworthiness on a casedse basis. Collateral which secures these typesnofitments is the same as for other typ
secured lending such as accounts receivable, iomerand fixed assets.

Standby letters of credit are conditional commitieéssued by the Bank to guarantee the performahaeustomer to a third party.
Those guarantees are primarily issued to suppdittqand private borrowing arrangements, includiogmal business activities, bond
financings, and similar transactions. The credgit involved in issuing letters of credit is essalftithe same as that involved in extending
loans to customers. Letters of credit are issudld bo an unsecured and secured basis. Collatenalisg these types of transactions is sir
to collateral securing the Bank’s commercial loans.

The Company’s exposure to credit loss in the esénbnperformance by the other party to these camanits to extend credit and
standby letters of credit is represented by themtractual amounts. The Bank uses the same credlit@lateral policies in making
commitments and conditional obligations as foo#ler lending. At December 31, 2009 the Companyvaaidhus outstanding commitments
to extend credit
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approximating $99,275,000 and standby letters editof $11,695,000, compared to commitments terekcredit of $112,192,000 and
standby letters of credit of $13,064,000 at Decamfie 2008. Standby letters of credit had termgiranfrom 1 to 2 years with annual
extension options available. Standby letters afiitie approximately $10.2 million were securecbd®ecember 31, 2009 and approximately
$10.1 million at December 31, 2008. The carryingpant of the liability for AmeriServ obligations e¢ed to unfunded commitments and
standby letters of credit was $704,000 at Decer8be2009 and $492,000 at December 31, 2008.

Pursuant to its bylaws, the Company provides ind&cation to its directors and officers againstteér liabilities incurred as a result of
their service on behalf of the Company. In conmectiith this indemnification obligation, the Compgatan advance on behalf of covered
individuals costs incurred in defending againstaiarclaims. Additionally, the Company is also ®djto a number of asserted and unass
potential claims encountered in the normal coufdausiness. In the opinion of the Company, neitherresolution of these claims nor the
funding of these credit commitments will have aenial adverse effect on the Company’s consolidéitethcial position, results of operation
or cash flows.

17. PREFERRED STOCK

On October 3, 2008, the Emergency Economic Stalbitim Act of 2008 (initially introduced as the Thided Asset Relief Program or
(“TARP”) was enacted. On October 14, 2008, the Ur8asury announced its intention to inject capittd financial institutions under the
TARP Capital Purchase Program (the “CPP”). The GRPvoluntary program designed to provide capitdlealthy, well managed financial
institutions in order to increase the availabitifycredit to businesses and individuals and helpikte the U.S. financial system.

On December 19, 2008, the Company sold to the Tigasury for an aggregate purchase price of $2iomih cash 21,000 shares of
Fixed Rate Cumulative Perpetual Preferred StockeS®. In conjunction with the purchase of thesaiar preferred shares, the U.S.
Treasury also received a warrant to purchase qBtt?,500 shares of the Company’s common stockwilreant has a term of 10 years and
is exercisable at any time, in whole or in paramiexercise price of $2.40 per share. The $21aomiih proceeds was allocated to the Series D
Preferred Stock and the warrant based on theitivelfair values at issuance (approximately $20iian was allocated to the Series D
Preferred Stock and approximately $600,000 to thramt). The difference between the initial valliecated to the Series D Preferred Stock
of approximately $20.4 million and the liquidativalue of $21 million will be charged to surplus otfee first three years of the contract.
Cumulative dividends on Series D Preferred Stoekparyable quarterly at 5% through December 19, 20i3at a rate of 9% thereafter. As a
result of the decision by the Company to accepefepred stock investment under the U.S. TreasBPP for a period of three years the
Company is no longer permitted to repurchase stodeclare and pay dividends on common stock withmeiconsent of the U.S. Treasury.

18. STOCK COMPENSATION PLANS

The Company uses the modified perspective methoddroounting for stock-based compensation. Undemtiethod, awards that are
granted, modified, or settled after December 3052@re measured and accounted for in accordarthe3MAP. As a result of this adoption
the Company recognized $11,000 of pretax compearsatipense for the year 2009, $7,000 in 2008 ag¢$0 in 2007.

In 2001, the Company’s Board of Directors adoptsti@aeholder approved Stock Incentive Plan (the)Rlathorizing the grant of
options or restricted stock covering 800,000 shafe®mmon stock. This Plan replaced the expire@ll1Stock Option Plan. Under the Plan,
options or restricted stock can be granted (thex@ate) to directors, officers, and employees finavide services to the Company and its
affiliates, as selected by the compensation coremitf the Board of Directors. The option price htal a stock option may be exercised ¢
not be less than 100% of the fair market valuespare of common stock on the Grant Date. The maxitesm of any option granted under
the Plan cannot exceed 10 years. Generally, uhddplan on or after the first anniversary of thariDate, one-third of such options may be
exercised. On or after the second anniversary of
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the Grant Date, two-thirds of such options mayer@sed minus the aggregate number of such optimsously exercised. On or after the
third anniversary of the Grant Date, the remairdehe options may be exercised.

A summary of the status of the Company’s Stockiitige Plan at December 31, 2009, 2008, and 20a¥changes during the years
then ended is presented in the table and narrfatilaving:

YEAR ENDED DECEMBER 31,

2009 2008 2007
WEIGHTED WEIGHTED WEIGHTED
AVERAGE AVERAGE AVERAGE
EXERCISE EXERCISE EXERCISE
SHARES PRICE SHARES PRICE SHARES PRICE
Outstanding at beginning of ye 232,00¢ $ 49C 228,39 $ 5.0¢  247,20¢ $ 5.0¢
Grantec 69,10( 1.6¢ 21,217 2.8¢€ 90C 4.6C
Exercisec — — — — (5,839 2.71
Forfeited (7,500 1.7 (17,600 4.8¢ (13,889 5.0Z
Outstanding at end of ye 293,60¢ 4.2: 232,00¢ 4.9C 228,39: 5.0¢
Exercisable at end of ye 245,46¢ 4.6¢ 217,56 5.04 227,38 5.0¢
Weighted average fair value of options granted ir
current yea $ 0.37 $ 1.3¢ $ 2.5¢

A total of 245,469 of the 293,609 options outstagdit December 31, 2009, have exercise prices bet®£.68 and $6.10, with a
weighted average exercise price of $4.23 and ahtesigaverage remaining contractual life of 3.06ye@ptions outstanding at December
2009 reflect option ranges of: $1.68 to $3.49 togp#t2,177 options which have a weighted averageoise price of $2.26 and a weighted
average remaining contractual life of 8.04 yeanst $4.02 to $6.10 totaling 203,292 options whicheha weighted average exercise price of
$5.20 and a weighted average remaining contratifealf 2.03 years. All of these options are exgatile. The remaining 48,140 options that
are not yet exercisable have exercise prices bet®268 and $3.01, with a weighted average exeprise of $1.86 and a weighted average
remaining contractual life of 9.52 years. The failue of each option grant is estimated on the aaggant using the Black-Scholes option
pricing model with the following assumptions useddrants in 2009, 2008, and 2007.

YEAR ENDED DECEMBER 31,

BLACK-SCHOLES ASSUMPTION RANGE: 2009 2008 2007
Risk-free interest rat 2.83-3.47% 2.7€-3.34% 4.52%
Expected lives in yeal 10 10 10
Expected volatility 33.67-34.09% 33.28% 36.84%
Expected dividend ral 0% 0% 0%

19. DIVIDEND REINVESTMENT AND COMMON STOCK PURCHASE PLAN

The Company'’s Dividend Reinvestment and CommonkSRarchase Plan (the Purchase Plan) provides eaohdrholder of Common
Stock with a simple and convenient method of pustigaadditional shares without payment of any brage commissions, service charge
other similar expense. A participant in the Pureh@k&n may purchase shares of Common Stock byirgjesither to (1) reinvest dividends on
all of his or her shares of Common Stock (if apgdhie) or (2) make optional cash payments of nattliean $10 and up to a maximum of
$2,000 per month and continue to receive reguladeind payments on his or her other shares. Agipatit may withdraw from the Purchase
Plan at any time.

In the case of purchases from AmeriServ Finanfrial, of treasury or newlyssued shares of Common Stock, the average manketig
determined by averaging the high and low sale pfdee Common Stock as
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reported on the NASDAQ on the relevant investmeté dAt December 31, 2009, the Company issued 8%FBares and had 5,388 unissued
reserved shares available under the PurchaselRlthe case of purchases of shares of Common $tothke open market, the average ma
price will be the weighted average purchase prichares purchased for the Purchase Plan in thketnfar the relevant investment date.

20. INTANGIBLE ASSETS

The Company’s Consolidated Balance Sheets showtantfible assets (such as loans, buildings, arestments) and intangible assets
(such as goodwill and core deposits). Goodwill atiger intangible assets with indefinite lives ao¢ amortized. Instead such intangibles are
evaluated for impairment at the reporting unit leatdeast annually. Any resulting impairment woblel reflected as a nanterest expense. |
the Company’s goodwill of $13.0 million, $9.5 milii is allocated to the retail banking segment &h8 fhillion relates to the West Chester
Capital Advisors (WCCA) acquisition which is incledl in the trust segment. Goodwill in both of thesgments was evaluated for impairn
on its annual impairment evaluation date. The tesfithese evaluations indicated that the Compaggodwill had no impairment. During t
third quarter of 2009, the Company did reduce thedgvill allocated to West Chester Capital Advisbys$547,000. This reduction resulted
from a purchase price adjustment as the principl CCA did not fully earn a deferred contingenymeent that had been accrued for at the
time of acquisition. The Company’s only intangibkset, other than goodwill, was its core deposinigible, which fully amortized in 2009.

A reconciliation of the Company’s intangible adsafances for 2009 and 2008 is as follows (in thodsa

AT DECEMBER 31,

2009 2008 2009 2008
CORE
DEPOSIT
INTANGIBLES GOODWILL
Balance January $ 10€ $ 972 $13,49: $13,491
Reduction from purchase price adjustment of WC — — (547) —
Amortization expens (10¢) (86E) — —
Balance December & $ — $ 10€ $12,95( $13,49:

21. DERIVATIVE HEDGING INSTRUMENTS

The Company can use various interest rate confrawth as interest rate swaps, caps, floors angt®ma to help manage interest rate
and market valuation risk exposure, which is inedrin normal recurrent banking activities. The Campcan use derivative instruments,
primarily interest rate swaps, to manage inters@st risk and match the rates on certain assetedbyimg the fair value of certain fixed rate
debt, which converts the debt to variable ratestanidedging the cash flow variability associatethvgiertain variable rate debt by converting
the debt to fixed rates.

To accommodate a customer need and support the &yrspasset/liability positioning, we entered iatointerest rate swap with the
customer and Pittsburgh National Bank (PNC) inftueth quarter of 2008. This arrangement involeséxchange of interest payments
based on the notional amounts. The Company entet@d floating rate loan and a fixed rate swaghwitir customer. Simultaneously, the
Company entered into an offsetting fixed rate swiph PNC. In connection with each swap transactiba,Company agrees to pay interes
the customer on a notional amount at a variabkrést rate and receive interest from the customéh® same notional amount at a fixed
interest rate. At the same time, the Company ageepay PNC the same fixed interest rate on theesastional amount and receive the same
variable interest rate on the same notional amdtris. transaction allows the Company’s customeftectively convert a variable rate loan
to a fixed rate. Because the Company acts as emigtiary for its customer, changes in the faiugaif the underlying derivative contracts
offset each other and do not significantly impaet Company’s results of operations. The $144,08aHe Company received on the
transaction is being amortized into income overténm of the swap.
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The following table summarizes the interest ratapstvansactions that impacted the Company’s 206f@npeance:

INCREASE
MATURITY RATE (DECREASE) IN
NOTIONAL RATE REPRICING INTEREST
START DATE DATE HEDGE TYPE AMOUNT RECEIVED PAID FREQUENCY EXPENSE
12/12/08 12/24/1: FAIR VALUE $9,000,00! 5.25% 2.85% MONTHLY $ 219,19(
12/12/08 12/24/1: FAIR VALUE 9,000,001 2.8F 5.2t MONTHLY !219,19()

$ -

The Company monitors and controls all derivativedoicts with a comprehensive Board of Director appdohedging policy. This
policy permits a total maximum notional amount tartgling of $500 million for interest rate swapdenest rate caps/floors, and swaptions.
All hedge transactions must be approved in advagdbe Investment Asset/Liability Committee (ALC@f)the Board of Directors.

22. SEGMENT RESULTS

The financial performance of the Company is alsmiteoed by an internal funds transfer pricing peatility measurement system
which produces line of business results and kefopaance measures. The Company’s major businessinniude retail banking,
commercial lending, trust, and investment/pareht fieported results reflect the underlying econsrafdhe business segments. Expenses fol
centrally provided services are allocated based tipe cost and estimated usage of those servibeshUsinesses are match-funded and
interest rate risk is centrally managed and acamufdr within the investment/parent business segnidre key performance measure the
Company focuses on for each business segmentiisaoste contribution.

Retail banking includes the deposit-gathering binadn@nchise, lending to both individuals and srmhakinesses, and financial services.
Lending activities include residential mortgagensadirect consumer loans, and small business cocmhdans. Financial services include
the sale of mutual funds, annuities, and insurgmoducts. Commercial lending to businesses incledesmercial loans, and commercial real-
estate loans. The trust segment contains our waettagement businesses which include the Trust @oyngnd West Chester Capital
Advisors, our registered investment advisory fishfealth management includes personal trust proguatsservices such as personal portfolio
investment management, estate planning and adnaitiist, custodial services and pre-need trust®o,Afstitutional trust products and
services such as 401(k) plans, defined benefidafided contribution employee benefit plans, amtividual retirement accounts are included
in this segment. The Wealth management businetsealudes the union collective investment funtenely the ERECT and BUILD fun
which are designed to use union pension dollac®nstruction projects that utilize union labor. Tihveestment/parent includes the net results
of investment securities and borrowing activitigsneral corporate expenses not allocated to thadssssegments, interest expense on
guaranteed junior subordinated deferrable intetelsentures, and centralized interest rate risk g@mant. Inter-segment revenues were not
material.
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The contribution of the major business segmentsdaonsolidated results of operations were aevisli

YEAR ENDED DECEMBER 31, 2009

COMMERCIAL INVESTMENT/
RETAIL
BANKING LENDING TRUST PARENT TOTAL
(IN THOUSANDS)
Net interest incom $ 18,053 $ 11,92« $ 68 $ 2,38¢ $ 32,43¢
Provision for loan los 52¢ 14,621 — — 15,15(
Nor-interest incomt 6,872 62€ 6,29¢ 12¢ 13,92¢
Non-interest expens 23,20z 7,694 6,141 2,12( 39,157
Income (loss) before income tax 1,204 (9,769 22¢ 394 (7,94%)
Income taxes (benefi 25€ (3,399 78 15 (3,050
Net income (loss $  94¢ $ (6,370 $ 14¢€ $ 37¢ $ (4,89
Total asset $323,05: $ 500,55: $3,53¢ $ 142,88 $970,02¢
YEAR ENDED DECEMBER 31, 2008
COMMERCIAL INVESTMENT/
RETAIL
BANKING LENDING TRUST PARENT _TOTAL _
(IN THOUSANDS)
Net interest incom $ 17,37 $ 10,32¢ $ 85 $ 1,331 $ 29,11°
Provision for loan los 58E 2,34( — — 2,92t
Non-interest incom: 8,25: 86E 7,511 (20%) 16,42
Non-interest expens 21,61( 5,84¢ 5,694 2,484 35,63
Income (loss) before income tax 3,431 3,004 1,902 (1,359 6,97¢
Income taxes (benefi 691 70E 64¢ (575) 1,47(C
Net income (loss $ 2,74 $ 2,29¢ $1,25:¢ $ (789 $ 5,50¢
Total asset $350,86¢ $ 470,08 $3,30¢ $ 142,67 $966,92¢
YEAR ENDED DECEMBER 31, 2007
COMMERCIAL INVESTMENT/
RETAIL
BANKING LENDING TRUST PARENT _TOTAL _
(IN THOUSANDS)
Net interest incom $ 18,20" $ 9,19¢ $ 15¢ $ (3,349 $ 24,227
Provision for loan los 60 24C — — 30C
Nor-interest incomt 6,312 58¢ 7,72¢ 79 14,707
Non-interest expens 21,93: 5,461 5,15¢ 2,122 34,67
Income (loss) before income tax 2,52 4,084 2,732 (5,38%) 3,95¢
Income taxes (benefi 54¢ 892 93t (1,457 924
Net income (loss $ 1,97¢ $ 3,197 $1,79i $ (3,939 $ 3,03/
Total asset $336,29: $ 402,22. $2,891 $ 163,47 $904,87¢

23. REGULATORY CAPITAL

The Company is subject to various capital requirgsmeadministered by the federal banking agenciesetcapital adequacy guidelines
and the regulatory framework for prompt correctnetion, the Company must meet specific capital glinds that involve quantitative
measures of the Company’s assets, liabilities,canthin off-balance sheet items as calculated uredgrdatory accounting practices. The
Company'’s capital amounts and classification ase alibject to qualitative judgments by the regusastout components, risk weightings,
and other factors. Failure to meet minimum capégluirements can initiate certain mandatory andipbsadditional discretionary actions by
regulators that, if undertaken, could have a dinegterial effect on the Company’s financial statetae
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Quantitative measures established by regulati@msure capital adequacy require the Company totaiaiminimum amounts and
ratios (set forth in the table below) of total aridr | capital to riskweighted assets, and of Tier | capital to averagets. As of December &
2009 and 2008, the Federal Reserve categorizeddhmpany as Well Capitalized under the regulataynwork for prompt corrective
action. The Company believes that no conditionsvents have occurred that would change this coiociu$o be categorized as well
capitalized, the Company must maintain minimumltask-based, Tier | risk-based, and Tier | leveragtios as set forth in the table.
Additionally, while not a regulatory capital ratitne Company’s tangible common equity ratio wad % 7and 8.31% for 2009 and 2008,
respectively.

AS OF DECEMBER 31, 2009

TO BE WELL
FOR CAPITAL CAPITALIZED UNDER
ADEQUACY PROMPT CORRECTIVE
ACTUAL PURPOSES ACTION PROVISIONS
AMOUNT  RATIO AMOUNT  RATIO AMOUNT RATIO
(IN THOUSANDS, EXCEPT RATIOS)
Total Capital (To Risk Weighted Assets) Consolid: $113,16¢  15.39% $59,07: 8.0(% $ 73,84( 10.0(%
AmeriServ Financial Ban 88,52: 12.1t 58,291 8.0C 72,87 10.0¢
Tier 1 Capital (To Risk Weighted Assets) Consokedk 103,79t  14.0¢ 29,53¢ 4.0C 44,30: 6.0C
AmeriServ Financial Ban 79,27¢  10.8¢ 29,14¢ 4.0C 43,72 6.0C
Tier 1 Capital (To Average Assets) Consolide 103,79¢  11.0¢€ 37,52¢ 4.0C 46,91 5.0C
AmeriServ Financial Ban 79,27¢ 8.71 36,39¢ 4.0C 45,49¢ 5.0C
AS OF DECEMBER 31, 2008
TO BE WELL
FOR CAPITAL CAPITALIZED UNDER
ADEQUACY PROMPT CORRECTIVE
ACTUAL PURPOSES ACTION PROVISIONS
AMOUNT  RATIO AMOUNT  RATIO AMOUNT RATIO
(IN THOUSANDS, EXCEPT RATIOS)
Total Capital (To Risk Weighted Assets) Consolid: $120,03! 15.9%  $60,37: 8.0% $ 75,47 10.0(%
AmeriServ Financial Ban 92,337 12.5¢ 58,81 8.0C 73,517 10.0C
Tier 1 Capital (To Risk Weighted Assets) Consokedk 110,63. 14.6¢ 30,18¢ 4.0C 45,28: 6.0C
AmeriServ Financial Ban 83,14: 11.31 29,40° 4.0C 44,11( 6.0C
Tier 1 Capital (To Average Assets) Consolide 110,63: 12.1f 36,41« 4.0C 45,51¢ 5.0C
AmeriServ Financial Ban 83,14: 9.3C 35,75: 4.0C 44,68¢ 5.0C

24, WEST CHESTER CAPITAL ADVISORS ACQUISITION

The Company completed the acquisition of West @neSapital Advisors (WCCA) of West Chester, Penvegia on March 7, 2007.
WCCA is registered investment advisor formed in4l@8d at December 31, 2009, had $100 million ietsssnder management. WCCA is a
wholly owned subsidiary of AmeriServ Financial Bank

Because the acquisition was a cash transactiotGdahgany did not issue any stock to execute thehase. Therefore, there was no
ownership dilution to AmeriServ stockholders. Theghase price paid by AmeriServ Financial Bank $ellers for all the capital stock of
WCCA was $4,000,000. This amount consisted 0f$2a200,000 paid at closing in immediately availdbleds, and (b) a deferred payment
of up to $1,800,000 to be paid as follows: (A) agl,000,000 payable 30 months after closing, 8)dif to $800,000 payable 48 months
after closing, in each case, subject to proportmneduction if revenues of WCCA as of those detésss than $1,360,000. The Company did
pay the Sellers $453,000 for the first deferredtiogent payment. The difference from the maximurynpant of $1,000,000 was $547,000,
which as previously mentioned, was treated as dwitlaeduction.
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25. PARENT COMPANY FINANCIAL INFORMATION

The parent company functions primarily as a coatiimg and servicing unit for all subsidiary ensti€rovided services include general
management, accounting and taxes, loan reviewnatauditing, investment advisory, marketing, iasice risk management, general
corporate services, and financial and strategiorpiey. The following financial information relatesaly to the parent company operations:

BALANCE SHEETS
AT DECEMBER 31,

2009 2008
(IN THOUSANDS)

ASSETS

Cash $ 10z $ 10¢€
Shor-term investments in money market fur 2,91¢ 14,20:
Investment securities available for s 16,94 8,81
Equity investment in banking subsidie 94,22t 97,43
Equity investment in nc-banking subsidiarie 4,84( 4,93¢
Guaranteed junior subordinated deferrable intetelsenture issuance co 287 30z
Other asset 2,11¢ 1,527
TOTAL ASSETS $121,43: $127,32.
LIABILITIES

Guaranteed junior subordinated deferrable intatelsenture: $ 13,088 $ 13,08t
Other liabilities 1,092 98t
TOTAL LIABILITIES 14,177 14,07(
STOCKHOLDERY EQUITY

Total stockholdel' equity 107,25¢ 113,25:
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $121,43. $127,32.

STATEMENTS OF OPERATIONS

YEAR ENDED DECEMBER 31,
2009 2008 2007

(IN THOUSANDS)

INCOME

Inter-entity management and other f $ 2,254 $2,25¢ $2,36:
Dividends from banking subsidia — 6,00( —
Dividends from no-banking subsidiarie 46C 1,25(C 1,58(
Interest and dividend incon 628 292 167
TOTAL INCOME 3,33¢ 9,79¢ 4,11(
EXPENSE

Interest expens 1,121 1,121 1,121
Salaries and employee bene 2,16z 2,00¢ 1,91(
Other expens 1,441 1,33¢ 1,228
TOTAL EXPENSE 4,72¢ 4,461 4,25¢
INCOME (LOSS) BEFORE INCOME TAXES AND EQUITY IN UNIBTRIBUTED (LOSS)

EARNINGS OF SUBSIDIARIES (1,38t 5,33¢ (144
Benefit for income taxe 627 651 583
Equity in undistributed (loss) earnings of subgiéis (4,137) 477 2,59¢
NET INCOME $(4,89¢ $5,50¢ $3,03¢
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STATEMENTS OF CASH FLOWS

YEAR ENDED DECEMBER 31,
2009 2008 2007
(IN THOUSANDS)

OPERATING ACTIVITIES

Net income (loss $ (4,895 $ 5,50¢ $ 3,03¢
Adjustment to reconcile net income (loss) to nethc@used in) provided by operating activiti

Equity in undistributed loss (earnings) of subgidis 4,13 A77 (2,595
Other— net (462) 16C 42¢
NET CASH (USED IN) PROVIDED BY OPERATING ACTIVITIE! (1,220) 6,14¢€ 86¢
INVESTING ACTIVITIES

Purchase of investment securit— available for sali (16,099 (9,720 (99¢
Proceeds from maturity of investment securi— available for sals 7,90¢ 2,00¢ 3,05¢
Capital contribution to banking subsidie (1,000 (5,000 —
NET CASH (USED IN) PROVIDED BY INVESTING ACTIVITIES (9,199 (12,717 2,054
FINANCING ACTIVITIES

Proceeds from issuance of common sl 73 99 131
Proceeds from issuance of preferred s — 21,00( —
Treasury stock, purchased at ¢ — (2,835 —
Common stock dividends pa — (543 —
Preferred stock dividends pz (951) — —
NET CASH (USED IN) PROVIDED BY FINANCING ACTIVITIES (87¢) 17,72: 131
NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENT (11,29) 11,15¢ 3,05:¢
CASH AND CASH EQUIVALENTS AT JANUARY 1 14,30¢ 3,158 10C
CASH AND CASH EQUIVALENTS AT DECEMBER 3: $ 3,01; $ 14,30¢ $ 3,15

The ability of the subsidiary Bank to upstream castine parent company is restricted by regulatiGesieral law prevents the parent
company from borrowing from its subsidiary Bankesd the loans are secured by specified assetheFustch secured loans are limited in
amount to ten percent of the subsidiary Bank’steapnd surplus. In addition, the Bank is subjedegal limitations on the amount of
dividends that can be paid to its shareholder.diidend limitation generally restricts dividendypaents to a bank’s retained net income for
the current and preceding two calendar years. @&ghalso be upstreamed to the parent company tsuthediaries as an inter-entity
management fee. At December 31, 2009, the subgiBank was not permitted to upstream any additicaah dividends to the parent
company. The subsidiary Bank had a combined $93)823f restricted surplus and retained earnin@®aember 31, 2009.
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26. SELECTED QUARTERLY CONSOLIDATED FINANCIAL DATA
The following table sets forth certain unaudite@erly consolidated financial data regarding tleen@any:

2009 QUARTER ENDED

DEC. 31 SEPT. 30 JUNE 30 MARCH 31
(IN THOUSANDS, EXCEPT PER SHARE DATA)
Interest incom: $11,767 $11,69¢ $12,05¢ $ 11,93t
Interest expens 3,57( 3,77 3,88¢ 3,794
Net interest incom 8,19 7,92¢ 8,171 8,141
Provision for loan losse 3,75( 6,30( 3,30( 1,80(
Net interest income after provision for loan los 4,44 1,62¢ 4,871 6,341
Non-interest income 3,422 3,45¢ 3,491 3,561
Non-interest expens 10,79 9,56¢ 9,63¢€ 9,162
Income (loss) before income tax (2,929 (4,487 (1,274 74C
Provision (benefit) for income tax (1,249 (1,677) (335) 207
Net income (loss $(1,679 $(2,810 $ (939 $ 53¢
Basic earnings (loss) per common st $ (0.09 $ (0.19) $ (0.06) $ 0.01
Diluted earnings (loss) per common sh (0.09) (0.1%) (0.06) 0.01
Cash dividends declared per common sl 0.0C 0.0C 0.0C 0.0C
2008 QUARTER ENDED
DEC. 31 SEPT. 30 JUNE 30 MARCH 31
(IN THOUSANDS, EXCEPT PER SHARE DATA)

Interest incom: $12,35¢ $11,73: $11,45( $ 12,28:
Interest expens 4,17( 4,501 4,48¢ 5,547
Net interest incom 8,18¢ 7,231 6,96¢ 6,73%
Provision for loan losse 62F 77E 1,37¢ 15C
Net interest income after provision for loan los 7,56( 6,45¢ 5,591 6,58¢
Non-interest incom 3,47¢ 3,761 5,34: 3,83¢
Non-interest expens 9,04¢ 8,78¢ 9,02t 8,77¢
Income before income tax 1,98 1,43¢ 1,90¢ 1,644
Provision for income taxe 372 29C 392 41F
Net income $ 1,61F $ 1,14¢ $ 1,51¢ $  1,22¢
Basic earnings per common sh $ 0.07 $ 0.0t $ 0.07 $ 0.0¢
Diluted earnings per common shi 0.07 0.0t 0.07 0.0€
Cash dividends declared per common sl 0.02¢ 0.0C 0.0C 0.0C

27. SUBSEQUENT EVENT

Management has reviewed events occurring throughugey 26, 2010, the date the financial statemeste issued and no subsequent
events occurred requiring accrual or disclosure.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Audit Committee
AmeriServ Financial, Inc.

We have audited the accompanying consolidated balsineets of AmeriServ Financial, Inc. and subsatigthe “Company”) as of
December 31, 2009 and 2008, and the related cdasedl statements of operations, comprehensive ia¢wss), changes in stockholders’
equity, and cash flows for each of the three y&atise period ended December 31, 2009. These ddasadi financial statements are the
responsibility of the Company’s management. Oupoesibility is to express an opinion on these foiahstatements based on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamioUnited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. An audit includes examining, on tldasis, evidence supporting the amounts and disads in the financial statements. An
audit also includes assessing the accounting ptegused and significant estimates made by marageas well as evaluating the overall
financial statement presentation. We believe thataodits provide a reasonable basis for our opinio

In our opinion, the consolidated financial statetegrferred to above present fairly, in all matenégpects, the financial position of
AmeriServ Financial, Inc. and subsidiaries as ofémber 31, 2009 and 2008, and the results of dparations and their cash flows for each
of the three years in the period ended Decembe2@®19, in conformity with U.S. generally acceptedaunting principles.

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), AmeriServ
Financial, Inc. and subsidiaries internal contnegiofinancial reporting as of December 31, 2008gleon criteria establishedlimernal
Control — Integrated Framewoiksued by the Committee of Sponsoring Organizatifriee Treadway Commission, and our report dated
February 26, 2010, expressed an unqualified opiaiothe effectiveness of AmeriServ Financial, kred subsidiaries internal control over
financial reporting.

/sIS.R. Snodgrass, A.C.
Wexford, PA
February 26, 2010
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Audit Committee
AmeriServ Financial, Inc.

We have audited AmeriServ Financial, Inc.’s intéeatrol over financial reporting as of Decembir 3009, based on criteria
established imnternal Control — Integrated Frameworésued by the Committee of Sponsoring Organizatifrike Treadway Commission.
AmeriServ Financial, Incs' management is responsible for maintaining effedtiternal control over financial reporting and iis assessme
of the effectiveness of internal control over fingh reporting included in the accompanying ReportManagement’s Assessment of Internal
Control Over Financial Reporting. Our responsipiig to express an opinion on the Company’s infezaatrol over financial reporting based
on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamioUnited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethetigianternal control over financial
reporting was maintained in all material respe®is: audit included obtaining an understanding térimal control over financial reporting,
assessing the risk that a material weakness eaististesting and evaluating the design and operaffiectiveness of internal control based on
the assessed risk. Our audits also included peifigrsuch other procedures as we considered negasdhe circumstances. We believe that
our audits provide a reasonable basis for our opini

A company’s internal control over financial repogiis a process designed to provide reasonablesassuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttiegenerally accepted accounting
principles. A company'’s internal control over fircgal reporting includes those policies and proceduhat (1) pertain to the maintenance of
records that, in reasonable detail, accuratelyfainly reflect the transactions and dispositionshaf assets of the company; (2) provide
reasonable assurance that transactions are recasdeztessary to permit preparation of financétkestents in accordance with generally
accepted accounting principles and that receipdseapenditures of the company are being made ordgcordance with authorizations of
management and directors of the company; and (Bjige reasonable assurance regarding preventibmely detection of unauthorized
acquisition, use, or disposition of the companygseds that could have a material effect on then@iizé statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or detaisstatements. Also, projections of
any evaluation of effectiveness to future periogssabject to the risk that controls may becomdenaate because of changes in conditions
or that the degree of compliance with the policeprocedures may deteriorate.

In our opinion, AmeriServ Financial, Inc. maintainén all material respects, effective internal ttohover financial reporting as of
December 31, 2009, based on criteria establishédémal Control — Integrated Framewoiksued by the Committee of Sponsoring
Organizations of the Treadway Commission.

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@/nited States), the Audit
Report of AmeriServ Financial, Inc. and our reptated February 26, 2010, expressed an unqualifiedom.

/sIS.R. Snodgrass, A.C.
Wexford, PA
February 26, 2010
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REPORT ON MANAGEMENT'S ASSESSMENT OF
INTERNAL CONTROL OVER FINANCIAL REPORTING

AmeriServ Financial, Inc. is responsible for thegaration, integrity, and fair presentation of ¢besolidated financial statements
included in this annual report. The consolidatedficial statements and notes included in this dmepart have been prepared in conformity
with United States generally accepted accountiimcpies and necessarily include some amountsatfeabased on management’s best
estimates and judgments.

We, as management of AmeriServ Financial, Inc.r@sponsible for establishing and maintaining eifecnternal control over
financial reporting that is designed to producelsé financial statements in conformity with Unit8tates generally accepted accounting
principles. The system of internal control ovesfigial reporting as it relates to the financiatesteents is evaluated for effectiveness by
management and tested for reliability through aypam of internal audits. Actions are taken to crpotential deficiencies as they are
identified. Any system of internal control, no nesthow well designed, has inherent limitations|uding the possibility that a control can be
circumvented or overridden and misstatements deertw or fraud may occur and not be detected. Alscause of changes in conditions,
internal control effectiveness may vary over tidecordingly, even an effective system of internatrol will provide only reasonable
assurance with respect to financial statement padipa.

Management assessed the Company’s system of ihtemmaol over financial reporting as of Decembéry 3009, in relation to criteria
for effective internal control over financial regiog as described in “Internal Control — Integratgdmework,” issued by the Committee of
Sponsoring Organizations of the Treadway Commisd@ased on this assessment, management concludeasiof December 31, 2009, its
system of internal control over financial reportingeffective and meets the criteria of the “Insr@ontrol — Integrated Framework”. S.R.
Snodgrass A.C., independent registered public attocwufirm, has issued an attestation report onagament’s assessment of the Compsiny’
internal control over financial reporting.

/s/ GLENN L. WILSON /s/ JEFFREY A. STOPK(
Glenn L. Wilson Jeffrey A. Stopke
President & Chief Executive Offic Executive Vice President & Chief Financial Offic

Johnstown, PA
February 18, 2010
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STATEMENT OF MANAGEMENT RESPONSIBILITY
February 18, 2010

To the Stockholders and
Board of Directors of
AmeriServ Financial, Inc.

Management of AmeriServ Financial, Inc. and itssidilaries have prepared the consolidated finastéiéments and other information
in the Annual Report and Form 10-K in accordand wenerally accepted accounting principles andespgonsible for its accuracy.

In meeting its responsibility, management reliesnd@rnal accounting and related control systentschvinclude selection and training
of qualified personnel, establishment and commuigicaf accounting and administrative policies @ndcedures, appropriate segregation of
responsibilities, and programs of internal audite3e systems are designed to provide reasonablieass that financial records are reliable
for preparing financial statements and maintairiogountability for assets and that assets are safeégd against unauthorized use or
disposition. Such assurance cannot be absoluteibecd inherent limitations in any internal contsgstem.

Management also recognizes its responsibility sbefioa climate in which Company affairs are coneldigtith the highest ethical
standards. The Company’s Code of Conduct, furnishedch employee and director, addresses the ienuar of open internal
communications, potential conflicts of interestymmiance with applicable laws, including those tethto financial disclosure, the
confidentiality of proprietary information, and ethitems. There is an ongoing program to assesgla@me with these policies.

The Audit Committee of the Company’s Board of Diogs consists solely of outside directors. The A@dimmittee meets periodically
with management and the independent auditors tusssaudit, financial reporting, and related matt8tR. Snodgrass A.C. and the
Company’s internal auditors have direct acceshaoMudit Committee.

/s/ GLENN L. WILSON /s/ JEFFREY A. STOPK(
Glenn L. Wilson Jeffrey A. Stopke
President & Chief Executive Offic Executive Vice President & Chief Financial Offic
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ITEM9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL
DISCLOSURE

None.
ITEM 9A. (T) CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Proceduresis of December 31, 2009, an evaluation was perfdramaler the supervision and
with the participation of the Company’s managemeuding the Chief Executive Officer and Chieh&ncial Officer, on the effectiveness
of the design and operation of the Company’s dsale controls and procedures (as defined in RudelB8e) under the Securities Exchange
Act of 1934). Based on that evaluation, the Comfgmanagement, including the Chief Executive Offiaad Chief Financial Officer,
concluded that the Company’s disclosure controtsncedures were effective as of December 31,.2009

Disclosure controls and procedures are the cordirtdsother procedures that are designed to ensairéhe information required to be
disclosed by the Company in its reports filed amionsitted under the Securities Exchange Act of 1934amended (“Exchange Act”), is
recorded, processed, summarized and reported withitime periods specified in the Securities ardhange Commission’s rules and forms.
Disclosure controls and procedures include, withiotitation, controls and procedures designed &ueamthat information required to be
disclosed by the Company in its reports filed urtierExchange Act is accumulated and communicat#uet Company’s management,
including the principal executive officer and piijal financial officer, as appropriate to allow &ty decisions regarding required disclosure.

Management Report on Internal Control over Financid Reporting. The Company’s management is responsible for estdbtj and
maintaining adequate internal control over finah@aorting, as such term is defined in Rule 13é)1ider the Exchange Act.
Management’s assessment of internal control owanfiial reporting for the fiscal year ended Decandtie 2009 is included in Item 8.

ITEM 9B. OTHER INFORMATION
None.

PART IlI
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORAT E GOVERNANCE

Information required by this section relating taditors of the Registrant is presented in the ‘idacof ASRV Directors”section of th
Proxy Statement for the Annual Meeting of Sharebidd

ITEM 11. EXECUTIVE COMPENSATION

Information required by this section is presentethe “Compensation Committee Interlocks and IrrsRigticipation,” “Compensation
Discussion and Analysis,” the “Compensation ComaritReport,” and “Compensation Paid to Executivéc@i$” sections of the Proxy
Statement for the Annual Meeting of Shareholders.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

Information required by this section is presentethe “Principal Owners” and “Security OwnershipMénagement” sections of the
Proxy Statement for the Annual Meeting of Sharebidd
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ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS AND DIRECTOR INDEPENDENCE

Information required by this section is presentethe “Director Independence and Transactions Rélated Parties” section of the
Proxy Statement for the Annual Meeting of Sharebidd

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

Information required by this section is presentethe “Independent Registered Accounting Firm” ieecof the Proxy Statement for the
Annual Meeting of Shareholders.

PART IV
ITEM 15. EXHIBITS AND CONSOLIDATED FINANCIAL STATEM ENT SCHEDULES
CONSOLIDATED FINANCIAL STATEMENTS FILED:

The consolidated financial statements listed bedosvfrom this 2009 Form 10-K and Part Il — ItenP8&ge references are to this Form
10-K.

CONSOLIDATED FINANCIAL STATEMENTS:

AmeriServ Financial, Inc. and Subsidiar

Consolidated Balance She 39
Consolidated Statements of Operati 40
Consolidated Statements of Comprehensive Inc(Loss) 42
Consolidated Statements of Changes in Stockh¢ Equity 43
Consolidated Statements of Cash Flc 44
Notes to Consolidated Financial Statem 45
Report of Independent Registered Public Accourfdinm 78
Report on Manageme's Assessment of Internal Control Over Financialdrépg 80
Statement of Management Responsib 81

CONSOLIDATED FINANCIAL STATEMENT SCHEDULES:

These schedules are not required or are not apf#icender Securities and Exchange Commission aticguregulations and therefore
have been omitted.
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EXHIBITS:

The exhibits listed below are filed herewith oother filings.

EXHIBIT PRIOR FILING OR EXHIBIT
NUMBER DESCRIPTION PAGE NUMBER HEREIN
3.1 Amended and Restated Articles of Incorporationraeraled through
December 23, 200! Exhibit 3.1 to Form -K Filed on December 23, 20
3.2 Bylaws, as amended and restated on December 19, Exhibit 3.2 to Form -K Filed on December 23, 20
3.2 Certificate of Designation of Rights of Fixed R&emulative Perpetual
Preferred Stock, Series Exhibit 3.1 to Form -K Filed December 22, 20(
4.1 Warrant, dated December 19, 2008, to purchase BG8Q3hares of
common stock, par value $2.50 per share, of AmeriBmancial, Inc Exhibit 4.1 to Form -K Filed December 22, 20(
10.1 Agreement, dated July 22, 2009, between AmeriSevari€ial, Inc. and  Exhibit 10.1 to Form 8-K Filed
Glenn L. Wilson July 28, 200¢
21.1 Subsidiaries of the Registra Below
23.1 Consent of Independent Registered Public Accourkinm Below

31.1 Certification pursuant to Rule 13a-14(a)/15d-14éas)adopted pursuant to Below
section 302 of the Sarbal-Oxley Act of 2002

31.2 Certification pursuant to Rule 13a-14(a)/15d-144s)adopted pursuant to Below
section 302 of the Sarbal-Oxley Act of 2002

32.1 Certification pursuant to 18 U.S.C. section 1350adopted pursuantto Below
section 906 of the Sarbal-Oxley Act of 2002

32.z Certification pursuant to 18 U.S.C. section 13%0adopted pursuantto Below
section 906 of the Sarbal-Oxley Act of 2002
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Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the regigthas duly caused this report to

SIGNATURES

be signed on its behalf by the undersigned, théoedmly authorized.

Date: February 18, 2010

AmeriServ Financial, Inc.
(Registrant’

By: /s/ Glenn L. Wilson

Glenn L. Wilson
President & CEC

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on
behalf of the registrant and in the capacitiesdattid on February 18, 2010:

/sl Craig G. Ford

Craig G. Forc

/s/ Glenn L. Wilson

Glenn L. Wilson

/s/ J. Michael Adams, Jr.

J. Michael Adams, J

/s/ Allan R. Dennison

Allan R. Dennisor

/s/ Daniel R. DeVos

Daniel R. DeVos

/sl James C. Dewar

James C. Dews

/s/ Bruce E. Duke, Il

Bruce E. Duke, Il

/sl James M. Edwards, Sr.

James M. Edwards, €

/s/ Kim W. Kunkle

Kim W. Kunkle

/sl Margaret A. O’Malley

Margaret A. C Malley

Chairman

Director

President, CEO & Directc

Director

Director

Director

Director

Director

Director

Director

Director

/sl Jeffrey A. Stopko

Jeffrey A. Stopkc

/sl Very Rev. Christian R. Oravec

Very Rev. Christian R. Orave

/sl Mark E. Pasquerilla

Mark E. Pasquerill;

/s Howard M. Picking, Ill

Howard M. Picking, IlI

/sl Sara A. Sargent

Sara A. Sarger

/s/ Thomas C. Slater

Thomas C. Slate

/s/ Nedret Vidinli

Nedret Vidinli

/s/ Robert L. Wise

Robert L. Wise
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t*

t*
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t*

AMERISERV FINANCIAL
BANK OFFICE LOCATIONS

Main Office Downtown

216 Franklin Street

PO Box 520

Johnstown, PA 15907-0520 1-800-837-
BANK (2265)

Westmont Office
110 Plaza Drive
Johnstown, PA 159(-1211

University Heights Office

1404 Eisenhower Boulevard Johnstown, PA

159043218

Eighth Ward Office
1059 Franklin Street
Johnstown, PA 15905-4303

West End Office
163 Fairfield Avenue
Johnstown, PA 159(-2347

Carrolltown Office
101 South Main Street
Carrolltown, PA 15722-0507

Northern Cambria Offic:
4206 Crawford Avenue Suite 1 Northern
Cambria, PA 15714-1342

Lovell Park Office
179 Lovell Avenue
Ebensburg, PA 159-0418

Nanty Glo Office

1383 Shoemaker Street
Nanty Glo, PA 1594-1254
Galleria Mall Office

500 Galleria Drive Suite 100
Johnstown, PA 159(-8911

W

AMERISERV FINANCIAL, INC.

Seward Office

REMOTE ATM
BANKING LOCATIONS

East Hills Drive-up,

1 Roadway Plaza 6858 Route 711 Suite Oh213 Scalp Avenue, Johnstown

Seward, PA 15954-9501

Windber Office
1501 Somerset Avenue
Windber, PA 1596-1745

Central City Office
104 Sunshine Avenue
Central City, PA 1592-1129

Somerset Office
108 W. Main Street
Somerset, PA 15501-2035

Derry Office
112 South Chestnut Street
Derry, PA 1562-1938

South Atherton Office
734 South Atherton Street
State College, PA 16801-4628

Pittsburgh Office

60 Boulevard of the Allies
Suite 100

Pittsburgh, PA 1522-1232

Benner Pike Office
763 Benner Pike
State College, PA 168-7313

24-Hour ATM Banking
Available

= Seven Day a Week Banking Available

86

Main Office, 216 Franklin Street,
Johnstown

The Galleria, Johnstown
Goga’s Service Station,
Cairnbrook

AMERISERV RESIDENTIAL
LENDING LOCATIONS

Main Office Downtown
216 Franklin Street

PO Box 520

Johnstown, PA 159(-0520

Altoona Office
87 Logan Boulevard
Altoona, PA 1660-3123

Pittsburgh Loan Center
300 Penn Center Boulevard
Suite 402

Pittsburgh, PA 152:-5507



SHAREHOLDER INFORMATION
SECURITIES MARKETS

AmeriServ Financial, Inc. Common Stock is publitigded and quoted on the NASDAQ National Markett&ys The common stock is
traded under the symbol of “ASRV.” The listed mankekers for the stock are:

Morgan Stanley SmithBarney Keefe Bruyette & Woods, Inc.
969 Eisenhower Boulevard 787 Seventh Avenue

Oak Ridge East Equitable Bldg — 4th Floor
Johnstown, PA 15904 New York, NY 1001¢
Telephone: (814) 2¢-7900 Telephone: (800) 9¢-1559
Sandler O'Neill & Partners, L.P. Knight Capital Group, Inc.
919 Third Avenue 545 Washington Boulevard
6th Floor Jersey City, NJ 07310

New York, NY 1002z Telephone: (800) 544-7508
Telephone: (800) 6:-6860

Stifel Nicolaus Janney Montgomery Scott, LLC
1407 Eisenhower Boulevard 1801 Market Street, 8 Floor
Johnstown, PA 15904 Philadelphia, PA 19103-1675
Telephone: (814) 2¢-9211 Telephone(215) 6656000

CORPORATE OFFICES
The corporate offices of AmeriServ Financial, lare located at 216 Franklin Street, Johnstown, 201. Mailing address:

P.O. Box 430
Johnstown, PA 15907-0430
(814) 533-5300

AGENTS
The transfer agent and registrar for AmeriServ R, Inc.’s common stock is:

Computershare Investor Services

P O Box 43078

Providence, Rl 02940-3078

Shareholder Inquiries: 1-800-730-4001

Internet Address: http://www. Computershare.com

INFORMATION

Analysts, investors, shareholders, and others sgdiiancial data about AmeriServ Financial, Incany of its subsidiaries’ annual and
quarterly reports, proxy statements, 10-K, 10-@, &nd call reports — are asked to contact Jefixe$topko, Executive Vice President &
Chief Financial Officer at (814) 533-5310 or by eihat JStopko@AmeriServFinancial.corihe Company also maintains a website
( www.AmeriServFinancial.cothat makes available, free of charge, such rs@ortl proxy statements and other current financial
information, such as press releases and SEC dodsinaasnwell as the corporate governance documeder the Investor Relations tab on the
Company’s website.
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EXHIBIT 21.1
SUBSIDIARIES OF THE REGISTRANT

NAME
AmeriServ Financial Ban
216 Franklin Stree

P.O. Box 52(
Johnstown, PA 1590

AmeriServ Life Insurance Compal
101 N. First Avenue #24€
Phoenix, AZ 8500:

AmeriServ Trust and Financial Services Comp
216 Franklin Stree
P.O. Box 52(
Johnstown, PA 1590

PERCENT OF

OWNERSHIP

10C%

10(%

10C%

JURISDICTION
OF ORGANIZATION

Commonwealth of Pennsylvai

State of Arizon:

Commonwealth of Pennsylvai



EXHIBIT 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference inRbgistration Statement Nos. 333-53935, 333-5528/5211, 33-55845, and 333-67600
of AmeriServ Financial, Inc. on Form S-8 and Regtibn Nos. 333-56604, 33-129009, 33-50225, 33-131and 33-120022 of AmeriServ
Financial, Inc. on Form S-3 of our report datedrdaby 26, 2010, relating to our audit of the coigadkd financial statements and internal
control over financial reporting, which appearshia Annual Report on Form 10-K for the year endeddnber 31, 2009.

/s/ S.R. Snodgrass, A.

Wexford, PA
February 26, 201



EXHIBIT 31.1

CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER
PURSUANT TO RULES 13a-14 AND 15d-14 OF THE SECURITES EXCHANGE ACT OF
1934 AND SECTION 302 OF THE SARBANES-OXLEY ACT OF 202

I, Glenn L. Wilson, certify that:

1.
2.

| have reviewed this annual report on Forr-K of AmeriServ Financial, Inc. (ASF

Based on my knowledge, this report does notatoriny untrue statement of a material fact or don#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of ASF as of, and for, theqaripresented in this repc

ASF’s other certifying officer and | are respitues for establishing and maintaining disclosurateols and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) armdriat control over financial reporting (as definedxchange Act Rules 13a-15(f)
and 15«15(f)) for ASF and have

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedoifee designed under our
supervision, to ensure that material informatidatieg to ASF, including its consolidated subsigiar is made known to us by
others within those entities, particularly durihg tperiod in which this report is being prepal

(b) Designed such internal control over financial réipgr, or caused such internal control over finah@gaorting to be designed un
our supervision, to provide reasonable assuramzgdeng the reliability of financial reporting attie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

(c) Evaluated the effectiveness of ASF’s disclosumetrols and procedures and presented in thigtrepo conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation;
and

(d) Disclosed in this report any change in ASFigiinal control over financial reporting that ocadduring ASF’s most recent fiscal
quarter (ASF’s fourth fiscal quarter in the casawfannual report) that has materially affecteds oeasonably likely to materially
affect, ASF s internal control over financial reporting; &

ASF’s other certifying officer and | have dissbal, based on our most recent evaluation of inteordrol over financial reporting, to
ASF's auditors and the audit committee of /s board of director:

(@ All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which are
reasonably likely to adversely affect A's ability to record, process, summarize and refpmahcial information; an

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sagmifiole in ASF’s internal
control over financial reporting

Date: February 26, 201 /s/Glenn L. Wilsor

Glenn L. Wilson
President & CEC



EXHIBIT 31.2

CERTIFICATION OF THE CHIEF FINANCIAL OFFICER
PURSUANT TO RULES 13a-14 AND 15d-14 OF THE SECURITES EXCHANGE ACT OF
1934 AND SECTION 302 OF THE SARBANES-OXLEY ACT OF 202

I, Jeffrey A. Stopko, certify that:

1.
2.

| have reviewed this annual report on Forr-K of AmeriServ Financial, Inc. (ASF

Based on my knowledge, this report does notatoriny untrue statement of a material fact or don#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of ASF as of, and for, theqaripresented in this repc

ASF’s other certifying officer and | are respitues for establishing and maintaining disclosurateols and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) armdriat control over financial reporting (as definedxchange Act Rules 13a-15(f)
and 15«15(f)) for ASF and have

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedoifee designed under our
supervision, to ensure that material informatidatieg to ASF, including its consolidated subsigiar is made known to us by
others within those entities, particularly durihg tperiod in which this report is being prepal

(b) Designed such internal control over financial réipgr, or caused such internal control over finah@gaorting to be designed un
our supervision, to provide reasonable assuramzgdeng the reliability of financial reporting attie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

(c) Evaluated the effectiveness of ASF’s disclosumetrols and procedures and presented in thigtrepo conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation;
and

(d) Disclosed in this report any change in ASFigiinal control over financial reporting that ocadduring ASF’s most recent fiscal
quarter (ASF’s fourth fiscal quarter in the casawfannual report) that has materially affecteds oeasonably likely to materially
affect, ASF s internal control over financial reporting; &

ASF’s other certifying officer and | have dissbal, based on our most recent evaluation of inteordrol over financial reporting, to
ASF's auditors and the audit committee of /s board of director:

(@ All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which are
reasonably likely to adversely affect A's ability to record, process, summarize and refpmahcial information; an

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sagmifiole in ASF’s internal
control over financial reporting

Date: February 26, 201 /slJeffrey A. Stopk

Jeffrey A. Stopke
Executive Vice President & CF



EXHIBIT 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of AmeriSemdncial, Inc. (the “Company”) on Form 10-K for theriod ended December 31, 2009,
as filed with the Securities and Exchange Commiseinthe date hereof (the “Report”), I, Glenn L.I8h, President and Chief Executive
Officer of the Company, certify, pursuant to 18 I€.Sss. 1350, as adopted pursuant to ss. 906 &aHmnes-Oxley Act of 2002, that:

1). The Report fully complies with the requirementseétion 13(a) or 15 (d) of the Securities Exchafagteof 1934; anc

2). The information contained in the Report faphgesents, in all material respects, the finana@aldition and results of operations of
the Company

/s/Glenn L. Wilsor
Glenn L. Wilson
President and

Chief Executive Office
February 26, 201



EXHIBIT 32.2

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of AmeriSemdncial, Inc. (the “Company”) on Form 10-K for theriod ended December 31, 2009,
as filed with the Securities and Exchange Commiseinthe date hereof (the “Report”), |, JeffreyStopko, Executive Vice President and
Chief Financial Officer of the Company, certify,rpuant to 18 U.S.C. ss. 1350, as adopted pursoast ©06 of the Sarbanes-Oxley Act of
2002, that:

1). The Report fully complies with the requirementse€tion 13(a) or 15 (d) of the Securities Exchafagteof 1934; anc

2). The information contained in the Report faphgesents, in all material respects, the finana@aldition and results of operations of
the Company

/slJeffrey A. Stopk

Jeffrey A. Stopke

Executive Vice President and
Chief Financial Officel
February 26, 201



