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201 South Fourth Street, Martins Ferry, Ohio 43935
(Address of principal executive offices) (ZIP Code)

Registrant’s telephone number, including area code: (740) 633-0445

Securities registered pursuant to Section 12(b) of the Act:

(Title of class) (Name of each exchange on which registered)
Common Stock, Par Value $1.00 a share NASDAQ Capital Market

Securities registered pursuant to Section 12(g) of the Act:	None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the
Securities Act. Yes ¨ No x.

Indicated by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d)
of the Exchange Act. Yes ¨ No x.

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or
15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that
the registrant was required to file such reports), and (2) has been subject to such filing requirements for the
past 90 days.

Yes x No ¨

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web
site, if any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation
S-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant
was required to submit and post such files).

Yes x.No ¨.

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained to the best of registrant’s knowledge, in definitive proxy or information statements
incorporated by reference in Part III of this Form 10-K or any amendment to this form 10-K. {X }
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Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a
non-accelerated filer, or a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated
filer” and “smaller reporting company” in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer ¨ Accelerated filer                     ¨

Non-accelerated filer   ¨ Smaller reporting company  x

(Do not check if a smaller reporting company

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).

Yes ¨ No x

As of June 30, 2012 the aggregate market value of the registrant’s common stock held by non-affiliates of the
registrant was $39,141,493 based on the closing sale price as reported on the National Association of Securities
Dealers Automated Quotation System.

Indicate the number of shares outstanding of each of the issuer’s classes of common stock, as of the latest practicable
date:

Registrant had 5,3721,808 common shares outstanding as of March 6, 2013.

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the proxy statement for the Annual Shareholders meeting to be held April 17, 2013 are incorporated by
reference into Part III.

Portions of the Annual Report to Shareholders for the year ended December 31, 2012 are incorporated by reference
into Parts I and II.
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PART I

Item 1 Business

Business

United Bancorp, Inc. (Company) is a bank holding company headquartered in Martins Ferry, Ohio. At December 31,
2012 the Company has one wholly-owned subsidiary bank, The Citizens Savings Bank, Martins Ferry, Ohio
(CITIZENS, or the Bank). The Bank operates two divisions for marketing purposes, The Community Bank, a division
of The Citizens Savings Bank and The Citizens Bank, a division of The Citizens Savings Bank.

CITIZENS serves customers in northeastern, eastern, southeastern and south central Ohio and is engaged in the
business of commercial and retail banking in Belmont, Harrison, Jefferson, Tuscarawas, Carroll, Athens, Hocking,
and Fairfield counties and the surrounding localities. The Bank provides a broad range of banking and financial
services, which includes accepting demand, savings and time deposits and granting commercial, real estate and
consumer loans. CITIZENS conducts its business through its main office and stand alone operations center in Martins
Ferry, Ohio and nineteen branches located in the counties mentioned above. CITIZENS offers full brokerage service
through LPL Financial® member NASD/SIPC.

CITIZENS has no single customer or related group of customers whose banking activities, whether through deposits
or lending, would have a material impact on the continued earnings capabilities if those activities were removed.

Competition

The markets in which CITIZENS operates continue to be highly competitive. CITIZENS competes for loans and
deposits with other retail commercial banks, savings and loan associations, finance companies, credit unions and other
types of financial institutions within the Mid-Ohio valley geographic area along the eastern border of Ohio including
Belmont, Harrison and Jefferson counties and extending into the northern panhandle of West Virginia and the
Tuscarawas and Carroll County geographic areas of northeastern Ohio. CITIZENS also encounters similar
competition for loans and deposits throughout the Athens, Hocking, and Fairfield County geographic areas of central
and southeastern Ohio.
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As of June 30, 2012, which is the most recent date for which the FDIC has compiled information regarding the market
share of deposits held by each insured depository institution in the georgraphic markets in which iti operates, there
were approximately 41 insured depository institutions (excluding credit unions) competing in the eight counties in
which the Bank currently has branches. As of that date, the Company ranked 7th in total market share, with aggregate
deposits of approximately $337.4 million.

Supervision and Regulation

General

The Company is a corporation organized under the laws of the State of Ohio. The business in which the Company and
its subsidiary are engaged is subject to extensive supervision, regulation and examination by various bank regulatory
authorities. The supervision, regulation and examination to which the Company and its subsidiary are subject are
intended primarily for the protection of depositors and the deposit insurance funds that insure the deposits of banks,
rather than for the protection of shareholders.

Several of the more significant regulatory provisions applicable to banks and bank holding companies to which the
Company and CITIZENS are subject are discussed below. To the extent that the following information describes
statutory or regulatory provisions, it is qualified in its entirety by reference to the particular statutory provisions. Any
change in applicable law or regulation may have a material effect on the business and prospects of the Company and
CITIZENS.
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Regulatory Agencies

The Company is a registered bank holding company and is subject to inspection, examination and supervision by the
Board of Governors of the Federal Reserve System (the “Federal Reserve Board”) pursuant to the Bank Holding
Company Act of 1956, as amended.

CITIZENS is an Ohio chartered commercial bank. It is subject to regulation and examination by both the Ohio
Division of Financial Institutions (the “ODFI”) and the FDIC.

Regulatory Reform

Overview. Congress, the U.S. Department of the Treasury (“Treasury”), and the federal banking regulators, including
the FDIC, have taken broad action since early September 2008 to address volatility in the U.S. banking system and
financial markets. Beginning in late 2008, the U.S. and global financial markets experienced deterioration of the
worldwide credit markets, which created significant challenges for financial institutions both in the United States and
around the world. These actions included the adoption by Congress of both the Emergency Economic Stabilization
Act of 2008 (“EESA”), and the American Recovery and Reinvestment Act of 2009 (“ARRA”). The most recent significant
piece of legislation adopted in response to this crisis was the Dodd-Frank Wall Street Reform and Consumer
Protection Act of 2010 (“Dodd-Frank Act”), which was signed into law by President Obama on July 21, 2010, and
which is discussed more thoroughly below. .

Dodd-Frank Wall Street Reform and Consumer Protection Act. The Dodd-Frank Act created many new restrictions
and an expanded framework of regulatory oversight for financial institutions, including insured depository institutions.
Currently, federal regulators are still in the process of drafting the implementing regulations for many portions of the
Dodd-Frank Act. Federal regulators continue to implement many provisions of the Dodd-Frank Act. The Dodd-Frank
Act created an independent regulatory body, the Bureau of Consumer Financial Protection (“Bureau”), with authority
and responsibility to set rules and regulations for most consumer protection laws applicable to all banks - large and
small - adds another regulator to scrutinize and police financial activities. Oversight of all consumer financial
protection functions have been transferred to the Bureau. The Bureau has responsibility for mortgage reform and
enforcement, as well as broad new powers over consumer financial activities which could impact what consumer
financial services would be available and how they are provided. The following consumer protection laws are the
designated laws that will fall under the Bureau’s rulemaking authority: the Alternative Mortgage Transactions Parity
Act of 1928, the Consumer Leasing Act of 1976, the Electronic Fund Transfer Act, the Equal Credit Opportunity Act,
the Fair Credit Billing Act, the Fair Credit Reporting Act subject to certain exclusions, the Fair Debt Collection
Practices Act, the Home Owners Protection Act, certain privacy provisions of the Gramm-Leach-Bliley Act, the
Home Mortgage Disclosure Act (HMDA), the Home Ownership and Equity Protection Act of 1994, the Real Estate
Settlement Procedures Act (RESPA), the S.A.F.E. Mortgage Licensing Act of 2008 (SAFE Act), and the Truth in
Lending Act. Review and revision of current financial regulations in conjunction with added new financial service
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regulations will heighten the regulatory compliance burden and increase litigation risk for the banking industry.

The following discussion summarizes other significant aspects of the Dodd-Frank Act that may affect the Company
and the Bank:

·The deposit insurance assessment base for federal deposit insurance has been expanded from domestic deposits toaverage assets minus average tangible equity;

·

The Dodd-Frank Act instructs appropriate federal banking agencies to make the capital requirements for banks and
savings and loan holding companies and insured depository institutions countercyclical so that the amount of capital
required to be maintained increases in times of economic expansion and decreases in times of economic contraction,
consistent with safety and soundness;

·The prohibition on the payment of interest on business demand deposits has been repealed, effective July 21, 2011,thereby permitting depository institutions to pay interest on business transaction and other accounts;

Edgar Filing: UNITED BANCORP INC /OH/ - Form 10-K

8



·The standard maximum amount of deposit insurance per customer has been permanently increased to $250,000 andunlimited deposit insurance on noninterest-bearing transaction accounts expired December 31, 2012;

·Financial holding companies are required to be well-capitalized and well-managed and must continue to be bothwell-capitalized and well-managed in order to acquire banks located outside their home state;

·
The Dodd-Frank Act extended the application to most bank holding companies of the same leverage and risk-based
capital requirements that apply to insured depository institutions, which, among other things, will disallow treatment
of trust preferred securities as Tier 1 capital under certain circumstances;

·

New corporate governance requirements, which are generally applicable to most larger public companies, now
require new compensation practices, including, but not limited to, providing shareholders the opportunity to cast a
non-binding vote on executive compensation, to consider the independence of compensation advisors and new
executive compensation disclosure requirements;

·

The Dodd-Frank Act amended the Electronic Fund Transfer Act to, among other things, give the FRB the authority to
establish rules regarding interchange fees charged for electronic debit transactions by payment card issuers having
assets over $10 billion and to enforce a new statutory requirement that such fees be reasonable and proportional to the
actual cost of a transaction to the issuer; and

· The authority of the FRB to examine financial holding companies and their non-bank subsidiaries was expanded.

Many aspects of the Dodd-Frank Act are still subject to rulemaking and will take effect over several years, making it
difficult to anticipate the overall financial impact on the Company, its subsidiaries, their respective customers or the
financial services industry more generally. The Company is closely monitoring all relevant sections of the
Dodd-Frank Act to ensure continued compliance with these regulatory requirements.

The Holding Company Regulation

As a holding company incorporated and doing business within the State of Ohio, the Company is subject to regulation
and supervision under the Bank Holding Act of 1956, as amended (the "Act"). The Company is required to file with
the Federal Reserve Board on quarterly basis information pursuant to the Act. The Federal Reserve Board may
conduct examinations or inspections of the Company and CITIZENS.

The Company is required to obtain prior approval from the Federal Reserve Board for the acquisition of more than
five percent of the voting shares or substantially all of the assets of any bank or bank holding company. In addition,
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the Company is generally prohibited by the Act from acquiring direct or indirect ownership or control of more than
five percent of the voting shares of any company which is not a bank or bank holding company and from engaging
directly or indirectly in activities other than those of banking, managing or controlling banks or furnishing services to
its subsidiaries. The Company may, however, subject to certain prior approval requirements of the Federal Reserve
Board, engage in, or acquire shares of companies engaged in activities which are deemed by the Federal Reserve
Board by order or by regulation to be financial in nature or closely related to banking.

On November 12, 1999, the Gramm-Leach-Bliley Act (the "GLB Act") was enacted into law. The GLB Act made
sweeping changes with respect to the permissible financial services which various types of financial institutions may
now provide. The Glass-Steagall Act, which had generally prevented banks from affiliation with securities and
insurance firms, was repealed. Pursuant to the GLB Act, bank holding companies may elect to become a "financial
holding company," provided that all of the depository institution subsidiaries of the bank holding company are “well
capitalized” and “well managed” under applicable regulatory standards.
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Under the GLB Act, a bank holding company that has elected to become a financial holding company may affiliate
with securities firms and insurance companies and engage in other activities that are financial in nature. Activities that
are "financial in nature" include securities underwriting, dealing and market-making, sponsoring mutual funds and
investment companies, insurance underwriting and agency, merchant banking, and activities that the Federal Reserve
Board has determined to be closely related to banking. No Federal Reserve Board approval is required for the
Company to acquire a company, other than a bank holding company, bank or savings association, engaged in
activities that are financial in nature or incidental to activities that are financial in nature, as determined by the Federal
Reserve Board. Prior Federal Reserve Board approval is required before the Company may acquire the beneficial
ownership or control of more than five percent of the voting shares, or substantially all of the assets, of a bank holding
company, bank or savings association. If any subsidiary bank of the Company ceases to be "well capitalized" or "well
managed" under applicable regulatory standards, the Federal Reserve Board may, among other actions, order the
Company to divest the subsidiary bank. Alternatively, the Company may elect to conform its activities to those
permissible for a bank holding company that is not also a financial holding company. If any subsidiary bank of the
Company receives a rating under the Community Reinvestment Act of 1977 of less than satisfactory, the Company
will be prohibited from engaging in new activities or acquiring companies other than bank holding companies, banks
or savings associations. The Company is not a financial holding company and has no current intention of making such
an election.

Control Acquisitions. The Change in Bank Control Act prohibits a person or group of persons from acquiring
"control" of the Company unless the Federal Reserve Board has been notified and has not objected to the transaction.
Under the rebuttable presumption established by the Federal Reserve Board, the acquisition of 10% or more of a class
of voting stock of a bank holding company with a class of securities registered under Section 12 of the Exchange Act,
such as the Company, would, under the circumstances set forth in the presumption, constitute acquisition of control of
the bank holding company. In addition, a company is required to obtain the approval of the Federal Reserve Board
under the Bank Holding Company Act before acquiring 25% (5% in the case of an acquirer that is a bank holding
company) or more of any class of outstanding voting stock of a bank holding company, or otherwise obtaining control
or a "controlling influence" over that bank holding company.

Liability for Banking Subsidiaries. Under the current Federal Reserve Board policy, the Company is expected to act as
a source of financial and managerial strength to its subsidiary bank and to maintain resources adequate to support the
Bank. This support may be required at times when the Company may not have the resources to provide it. In the event
of the Company's bankruptcy, any commitment to a U.S. federal bank regulatory agency to maintain the capital of the
Bank would be assumed by the bankruptcy trustee and entitled to priority of payment.
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Regulation of the Bank

General. CITIZENS is an Ohio-chartered bank that is not a member of the Federal Reserve System. CITIZENS is
therefore regulated by the ODFI as well as the FDIC. The regulatory agencies have the authority to regularly examine
CITIZENS, which is subject to all applicable rules and regulations promulgated by its supervisory agencies. In
addition, the deposits of CITIZENS are insured by the FDIC to the fullest extent permitted by law.

Deposit Insurance.

As an FDIC-insured institution, CITIZENS is required to pay deposit insurance premium assessments to the FDIC.

The FDIC has adopted a risk-based assessment system under which all insured depository institutions are placed into
one of nine categories and assessed insurance premiums based upon their respective levels of capital and results of
supervisory evaluations. Institutions classified as well-capitalized (as defined by the FDIC) and considered healthy
pay the lowest premium while institutions that are less than adequately capitalized (as defined by the FDIC) and
considered of substantial supervisory concern pay the highest premium. Risk classification of all insured institutions is
made by the FDIC for each semi-annual assessment period.

The FDIC may terminate the deposit insurance of any insured depository institution if the FDIC determines, after a
hearing, that the institution has engaged or is engaging in unsafe or unsound practices, is in an unsafe or unsound
condition to continue operations or has violated any applicable law, regulation, order, or any condition imposed in
writing by, or written agreement with, the FDIC. The FDIC may also suspend deposit insurance temporarily during
the hearing process for a permanent termination of insurance if the institution has no tangible capital. Management of
the Company is not aware of any activity or condition that could result in termination of the deposit insurance of
CITIZENS.

The Dodd-Frank Act revised the statutory authorities governing the FDIC’s management of the DIF. Key requirement
from the Dodd-Frank Act resulted in the FDIC’s adoption of new rules in February 2011 regarding Assessments,
Dividends, Assessment Base, and Large Bank Pricing. The new rules implemented the following changes: (1)
redefined the definition of an institution’s deposit insurance assessment base from one based on domestic deposits to
one based on assets now defined as “average consolidated total assets minus average tangible equity”; (2) changed the
assessment rate adjustments to better account for risk based on an institution’s funding sources; (3) revised the deposit
insurance assessment rate schedule in light of the new assessment base and assessment rate adjustments; (4)
implemented Dodd-Frank Act dividend provisions; (5) revised the large insured depository institution assessment
system to better differentiate for risk and to take into account losses the FDIC may incur from large institution
failures; and (6) provided technical and other changes to the FDIC’s assessment rules. Though deposit insurance
assessments maintain a risk-based approach, the FDIC imposed a more extensive risk-based assessment system on
large insured depository institutions with at least $10 billion in total assets since they are more complex in nature and
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could pose greater risk. The rules became effective April 1, 2011 implementing the revised assessment rate schedule
for the quarter beginning April 1, 2011.

Capital Requirements. The Federal Reserve Board, ODFI and FDIC require banks and holding companies to maintain
minimum capital ratios. The “risk-adjusted” capital guidelines for CITIZENS and the Company involve a mathematical
process of assigning various risk weights to different classes of assets, then evaluating the sum of the risk-weighted
balance sheet structure against CITIZENS’s and Company’s capital base. The rules set the minimum guidelines for the
ratio of capital to risk-weighted assets (including certain off-balance-sheet activities, such as standby letters of credit)
at 8%. Tier 1 Capital is comprised of common equity, retained earnings, and a limited amount of perpetual preferred
stock less certain intangible items. At least half of the total capital is to be Tier 1 Capital. The remainder of total
capital may consist of a limited amount of subordinated debt, other preferred stock, and a portion of the loan loss
reserves (not to exceed 1.25% of risk-weighted assets). CITIZENS anticipates maintaining capital at a level sufficient
to be classified as “well capitalized” pursuant to the Federal Reserve guidelines.

In addition, the federal banking regulatory agencies have adopted leverage capital guidelines for banks and bank
holding companies. Under these guidelines, banks and bank holding companies must maintain a minimum ratio of
three percent (3%) Tier 1 Capital to total assets. However, most banking organizations are expected to maintain
capital ratios well in excess of the minimum level and generally must keep their Tier 1 ratio at or above 5%.
CITIZENS intends to maintain capital well above the regulatory minimum.
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The capital requirements described above are minimum requirements. Higher capital levels will be required if
warranted by the particular circumstances or risk profiles of individual institutions. For example, the regulations
provide that additional capital may be required to take adequate account of, among other things, interest rate risk or
the risks posed by concentrations of credit, nontraditional activities or securities trading activities. As of December 31,
2012, CITIZENS exceeded its minimum regulatory capital requirements with a total risk-based capital ratio of 13.7%,
a Tier 1 risk-based capital ratio of 12.8% and a Tier 1 leverage ratio of 8.5%.

In addition to the minimum regulatory capital requirements discussed above, provisions contained in the Federal
Deposit Insurance Company Improvement Act (“FDICIA”) expressly provide for certain supervisory actions which are
directly keyed to the capital levels of an insured depository institution. These “prompt corrective action” provisions
impose progressively more restrictive constraints on operations, management and capital distributions of a particular
institution as its regulatory capital decreases. Using Tier 1 risk-based, total risk-based, and Tier 1 leverage capital
ratios as the relevant measures, FDIC insured depository institutions are grouped into one of the following five prompt
corrective action capital categories: well capitalized, adequately capitalized; undercapitalized;
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significantly undercapitalized; and critically undercapitalized. An institution is considered well capitalized if it has a
total risk-based capital ratio of at least 10%, a Tier 1 risk-based capital ratio of at least 6% and a Tier 1 leverage
capital ratio of at least 5%, provided, however, such institution is not subject to a written advisement, order or capital
directive to meet and maintain a specific capital level for any particular capital measure. An adequately capitalized
institution must have a total risk-based capital ratio of at least 8%, a Tier 1 risk-based capital ratio of at least 4% and a
Tier 1 leverage capital ratio of at least 4% (3% if the institution has achieved the highest composite rating in its most
recent examination). At December 31, 2012, CITIZENS satisfied all requirements for inclusion in the “well capitalized”
category.

Dividends. Ohio law prohibits CITIZENS, without the prior approval of the ODFI, from paying dividends in an
amount greater than the lesser of its undivided profits or the total of its net income for that year, combined with its
retained net income from the preceding two years. The payment of dividends by any financial institution or its holding
company is also affected by the requirement to maintain adequate capital pursuant to applicable capital adequacy
guidelines and regulations. To this effect, the Board of Governors of the Federal Reserve has issued Supervisory
Guidance and Regulations on the Payment of Dividends, Stock Redemptions, and Stock Repurchases by Bank
Holding Companies (the “Policy Statement”). In the Policy Statement, the Federal Reserve stated that it is important for
a banking organization’s board of directors to ensure that the dividend level is prudent relative to the organization’s
financial position and is not based on overly optimistic earnings scenarios. As a general matter, the Policy Statement
provides that the board of directors of a bank holding company should inform the Federal Reserve and should
eliminate, defer, or significantly reduce its dividends if:

(1) net income available to shareholders for the past four quarters, net of dividends previously paid during that period,
is not sufficient to fully fund the dividends;

(2) the prospective rate of earnings retention is not consistent with the company’s capital needs and overall current and
prospective financial condition; or

(3) the company will not meet, or is in danger of not meeting, its minimum regulatory capital adequacy ratios.

Failure to do so could result in a supervisory finding that the organization is operating in an unsafe and unsound
manner. Moreover, the Policy Statement requires a bank holding company to inform the Federal Reserve reasonably
in advance of declaring or paying a dividend that exceeds earnings for the period (e.g., quarter) for which the dividend
is being paid or that could result in a material adverse change to the organization’s capital structure. Declaring or
paying a dividend in either circumstance could raise supervisory concerns. As described above, CITIZENS exceeded
its minimum capital requirements under applicable guidelines as of December 31, 2012.

Branching Authority. Ohio chartered banks have the authority under Ohio law to establish branches anywhere in the
State of Ohio, subject to receipt of all required regulatory approvals. Additionally, in May 1997 Ohio adopted
legislation “opting in” to the provisions of Riegle-Neal Interstate Banking and Branching Efficiency Act of 1994 (the
“Interstate Act”) which allows banks to establish interstate branch networks through acquisitions of other banks, subject
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to certain conditions, including certain limitations on the aggregate amount of deposits that may be held by the
surviving bank and all of its insured depository institution affiliates. The establishment of de novo interstate branches
or the acquisition of individual branches of a bank in another state (rather than the acquisition of an out-of-state bank
in its entirety) is also allowed by the Riegle-Neal Act and authorized by Ohio law.

Affiliate Transactions. Various governmental requirements, including Sections 23A and 23B of the Federal Reserve
Act, limit borrowings by holding companies and non-bank subsidiaries from affiliated insured depository institutions,
and also limit various other transactions between holding companies and their non-bank subsidiaries, on the one hand,
and their affiliated insured depository institutions on the other. Section 23A of the Federal Reserve Act also generally
requires that an insured depository institution's loan to its non-bank affiliates be secured, and Section 23B of the
Federal Reserve Act generally requires that an insured depository institution's transactions with its non-bank affiliates
be on arms-length terms.

Depositor Preference. The Federal Deposit Insurance Act provides that, in the event of the “liquidation or other
resolution” of an insured depository institution, the claims of depositors of the institution, including the claims of the
FDIC as subrogee of insured depositors, and certain claims for administrative expenses of the FDIC as a receiver, will
have priority over other general unsecured claims against the institution. If an insured depository institution fails,
insured and uninsured depositors, along with the FDIC, will have priority in payment ahead of unsecured, non deposit
creditors and shareholders of the institution.
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Privacy Provisions of Gramm-Leach-Bliley Act. Under GLB, federal banking regulators adopted rules that limit the
ability of banks and other financial institutions to disclose non-public information about consumers to non-affiliated
third parties. These limitations require disclosure of privacy policies to consumers and, in some circumstances, allow
consumers to prevent disclosure of certain personal information to non-affiliated third parties. The privacy provisions
of GLB affect how consumer information is transmitted through diversified financial companies and conveyed to
outside vendors.

Anti-Money Laundering Provisions of the USA Patriot Act of 2001. On October 26, 2001, the USA Patriot Act of
2001 (the “Patriot Act”) was signed into law. The Patriot Act is intended to strengthen U.S. law enforcement’s and the
intelligence community’s ability to work cohesively to combat terrorism on a variety of fronts. The potential impact of
the Patriot Act on financial institutions of all kinds is significant and wide-ranging. The Patriot Act contains sweeping
anti-money laundering and financial transparency laws and requires various regulations, including: (a) due diligence
requirements for financial institutions that administer, maintain, or manage private bank accounts or correspondent
accounts for non-U.S. persons; (b) standards for verifying customer identification at account opening; and (c) rules to
promote cooperation among financial institutions, regulators and law enforcement entities in identifying parties that
may be involved in terrorism or money laundering.
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Fiscal and Monetary Policies. CITIZENS’s business and earnings are affected significantly by the fiscal and monetary
policies of the federal government and its agencies. CITIZENS is particularly affected by the policies of the Federal
Reserve Board, which regulates the supply of money and credit in the United States. Among the instruments of
monetary policy available to the Federal Reserve are (a) conducting open market operations in United States
government securities, (b) changing the discount rates of borrowings of depository institutions, (c) imposing or
changing reserve requirements against depository institutions’ deposits, and (d) imposing or changing reserve
requirements against certain borrowing by banks and their affiliates. These methods are used in varying degrees and
combinations to affect directly the availability of bank loans and deposits, as well as the interest rates charged on
loans and paid on deposits. For that reason alone, the policies of the Federal Reserve Board have a material effect on
the earnings of CITIZENS.

Additional and Pending Regulation. CITIZENS is also subject to federal regulation as to such matters as the
maintenance of required reserves against deposits, limitations in connection with affiliate transactions, limitations as
to the nature and amount of its loans and investments, regulatory approval of any merger or consolidation, issuance or
retirement by CITIZENS of its own securities and other aspects of banking operations. In addition, the activities and
operations of CITIZENS are subject to a number of additional detailed, complex and sometimes overlapping laws and
regulations. These include state usury and consumer credit laws, state laws relating to fiduciaries, the Federal
Truth-in-Lending Act and Regulation Z, the Federal Equal Credit Opportunity Act and Regulation B, the Fair Credit
Reporting Act, the Truth in Savings Act, the Community Reinvestment Act, anti-redlining legislation and antitrust
laws.

Congress regularly considers legislation that may have an impact upon the operation of the Company and CITIZENS.
At this time, the Company is unable to predict whether any proposed legislation will be enacted and, therefore, is
unable to predict the impact such legislation may have on the operations of the Company.

Employees

The Company itself, as a holding company, has no compensated employees. CITIZENS has 116 full time employees,
with 39 of these serving in a management capacity, and 36 part time employees.

Industry Segments

United Bancorp and its subsidiary are engaged in one line of business, banking. Item 8 of this 10-K provides financial
information for United Bancorp’s business.
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Statistical Disclosures by Bank Holding Companies

IDistribution of Assets, Liabilities and Stockholders’ Equity; Interest Rates and Interest Differential

Refer to Management’s Discussion and Analysis “Average Balances, Net Interest Income and Yields Earned and Rates
Paid” and “Rate/Volume Analysis on pages 21 and 22 of our 2012 Annual Report, which is incorporated by reference.
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IIInvestment Portfolio

A The following table sets forth the carrying amount of securities at December 31, 2012 and 2011.

December 31,
2012 2011
(In thousands)

Available for sale (at fair value)
U.S. Government agencies $24,070 $64,168
State and political subdivisions 10,759 17,817
Equity securities 24 13

$34,853 $81,998

Held to maturity (at cost)
State and political subdivisions $2,768 $4,450
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B Contractual maturities of securities at year-end 2012 were as follows:

Amortized
Cost

Estimated
Fair Value

Average Tax
Equivalent Yield

(dollars in
thousands)

Available for Sale

US Government agencies
5 - 10 Years 3,000 2,997 1.00 %
Over 10 Years 20,980 21,073 1.65 %

Total 23,980 24,070 1.57 %

State and political subdivisions
Under 1 Year 256 263 5.16 %
1 - 5 Years 3,156 3,311 5.57 %
5 - 10 Years 6,933 7,185 6.01 %

Total 10,345 10,759 5.86 %

Equity securities
Equity securities 4 24 0.00 %

Total securities available for sale $ 34,329 $ 34,853 2.68 %

Held to Maturity

State and political subdivisions
Under 1 Year $ 1,322 $ 1,365 6.15 %
1 - 5 Years 1,066 1,094 6.09 %
5 - 10 Years 380 381 6.15 %

Total securities held to maturity $ 2,768 $ 2,840 6.13 %

CExcluding holdings of U.S. Government agency obligations, there were no investments in securities of any oneissuer exceeding 10% of the Company’s consolidated shareholders’ equity at December 31, 2012.

III Loan Portfolio

ATypes of Loans
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The amounts of gross loans outstanding at December 31, 2012, 2011, 2010, 2009 and 2008 are shown in the following
table according to types of loans:
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December 31,
2012 2011 2010 2009 2008
(In thousands)

Commercial loans $47,130 $35,387 $32,153 $20,966 $19,493
Commercial real estate loans 144,144 148,052 136,369 129,757 120,648
Residential real estate loans 73,623 61,765 63,378 62,128 59,807
Installment loans 31,585 39,243 46,877 44,875 38,270

Total loans $296,482 $284,447 $278,777 $257,726 $238,218

Construction loans were not significant at any date indicated above.

BMaturities and Sensitivities of Loans to Changes in Interest Rates

The following is a schedule of commercial and commercial real estate loans at December 31, 2012 maturing within
the various time frames indicated:

One Year or
Less

One Through
Five Years

After 
Five Years Total

(In thousands)

Commercial loans $11,373 $ 22,317 $ 13,440 $47,130
Commercial real estate loans 8,119 15,253 120,772 144,144
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