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Identifiable Intangible Assets

Intangible assets are acquired assets that lack physical substance but can be distinguished from goodwill because
of contractual or other legal rights or because the asset is capable of being sold or exchanged either on its own or
in combination with a related contract, asset, or liability. The Company’s intangible assets primarily relate to
core deposits, customer relationships and software. Intangible assets with definite useful lives are amortized on
an accelerated basis over their estimated life. Intangible assets, premises and equipment and other long-lived
assets are tested for impairment whenever events or changes in circumstances indicate the carrying amount of the
assets may not be recoverable from future undiscounted cash flows. If impaired, the assets are recorded at fair
value with a charge to amortization of intangible assets.

Software Developed for Internal Use

The Company capitalizes internal and external costs related to internal-use software during the application
development stage, including consulting costs and compensation expenses related to employees who devote time
to the development of the projects. The Company records capitalized software development costs in other assets
in the Consolidated Balance Sheets. Costs incurred in preliminary stages of development activities and post
implementation activities are expensed in the period incurred. The Company also capitalizes costs related to
specific upgrades and enhancements when it is probable the expenditures will result in additional functionality.
Once the software is substantially complete and ready for its intended use, capitalization ceases and the asset is
amortized straight line over its estimated useful life, which ranges between three and five years.

Bank Owned Life Insurance

The Company has purchased life insurance policies on certain key employees. The purchase of these life
insurance policies allows the Company to use tax-advantaged rates of return. Bank-owned life insurance is
recorded at the amount that can be realized under the insurance contract at the balance sheet date, which is the
cash surrender value adjusted for other charges or other amounts due that are probable at settlement.

Derivative Financial Instruments

The Company records all derivatives on the balance sheet at fair value. The accounting for changes in the fair
value of derivatives depends on the intended use of the derivative, whether the Company has elected to designate
a derivative in a hedging relationship and apply hedge accounting and whether the hedging relationship has
satisfied the criteria necessary to apply hedge accounting. Derivatives designated and qualifying as a hedge of the
exposure to changes in the fair value of an asset, liability, or firm commitment attributable to a particular risk,
such as interest rate risk, are considered fair value hedges. Derivatives designated and qualifying as a hedge of
the exposure to variability in expected future cash flows, or other types of forecasted transactions, are considered
cash flow hedges. Derivatives may also be designated as hedges of the foreign currency exposure of a net
investment in a foreign operation. At December 31, 2021 and 2020, the Company had one cash flow hedge
position and no fair value or foreign currency hedges. Hedge accounting generally provides for the matching of
the timing of gain or loss recognition on the hedging instrument with the recognition of the changes in the fair
value of the hedged asset or liability that are attributable to the hedged risk in a fair value hedge or the earnings
effect of the hedged forecasted transactions in a cash flow hedge. Unrealized gains or losses are reported as other
comprehensive income or loss.

To qualify for the use of hedge accounting, a derivative must be effective at inception and expected to be
continuously effective in offsetting the risk being hedged. A statistical regression analysis is performed at
inception and at each reporting period thereafter to evaluate hedge effectiveness.
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