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(Peoples Financial Advisors,

We believe in helping peg)ple.

Our company —reflected in 106 years of consistent growth-—has
always been rooted in our philosophy of building a total relationship

with each client.

in the communities we serve, our family of companies offers clients
end-fo-end banking, investment and insurance solutions. From home

loans to sophisticated wealth management a nd estate planning 1o

commercial insurance coverage strategies, Peoples is the only fir

connection a personal or business client needs.

We have established Market Teams of financial specialists in all

disciplines to provide individuals, families and businesses with the
timely guidance and integrated prod jucts and services they require s

their lives and circumstances evolve.

The talents and resources we've brought together set us apart ir

the financial services industry.

eoples

We promise to partner with our clients and teammates to deliver

the right banking, investment and insurance solutions for every stage of life.

W Peoples Insurance

a subsidiary of Peoples Bank

..
/znvesimmﬁ services. [nsurance. innovation,

The Putnam Ageﬁcy
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Fellow Shareholder,

It has been said that the

i

most interest

g part of
life is attaining goals and
overcoming challenges.
in 2008, we did not
attain our goals and we
were faced with many,
many challenges ~ some
of which we are sl
working through today.

Over the past few month

industry faced challenges not es, and

immune to the market

Peoples Bancorp was not
forces that swept through the

many other banks, our w()éi

f
were negatively  affect ;33{:% of an

economy under attack fro ind a rapidly

deteriorating real estate mart

FPeoples Bancorp's 2008 net income was $7.5 million

or $0.72 per diluted share, versus $18.3
$1.74 per diluted share in ZROG/,, The w

economy and commercial real estate market caused

fficantly increased loar
foan chargeoffs and imp

investment irities, Nonper

from $10 million at
at December 31, 2008

controt that number, rec

’”}ng \j aone o7 (¢

&s:g@s and be successful. We

res fthe e
n /(}(}8 tmz; revent
acd to the previous y@ar and net inte

3.51%. De

condition

b

million comy

margin expanded by 19

growth was s‘i%*mg it
to preserve and enhanc

capital position and lguidity to allow us greater
flexibility to work through credit issues within the loan
portfolio. These are solid fundamental indicators of a
strong financial institution.

It is aiso important to note that Peoples Bancorp
continued our longstanding tradition of growing
dividends for our shareholders. in 2008, vyour
company declared dividends of $0.21 per share, up
3.4% from $0.88 per share declared in 2007, making
2008 our 43rd consecutive year of dividend growth.
We continued dividend ;myr nents with first quarter

2009's announcement of a $0.23 dividend payable to
shareholders of record as of March 16, 2009.

Through all of the turmoil, our focus continues to be
serving our clients and providing the best financial
acdvice for all facels of thelr lives. In addition to

exiraé}azzzzzﬂzry client service, our current business

plans emphasize three primary areas of focus: capital,

liguidity, and client-focused strategies.

Capital:

Jespite the challenges to earnings throughout 2008,
Peoples Bancorp preserved our strong capital
position, which was basically unchanged from year-
well above standards

end 2007 and continued to be

for “well-capitalized” financ

Also, In January 2009 reholders

approved an amendn of incor-
which allowed us o issus sfarre hares

ess the LS. 7T ,mey;z TARF Capital Purchase

ar (“Capital Purchase Program”). As a result,

"sm;‘y 30, 2009, our capital g}m on was further

nced by the issuance of $39 mil in preferred
stock related to the Capital Pu haw P;‘*z}qram and
Feoples Bancorp's Total Risk-Based Capital ratio

is 16%.

now exceead

A%‘%?wumw a topic of incredible media and public
rutiny over the past few weelks, the Capital Purchase

T provides a cost tive means for healthy,
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financial resul

e growin

Mark F. Bradley
President and Chief Executive Officer




elping the

—ommunities

e Serve

Nothing brings people together and heightens  their

sense of community like challenges, whether inflicted by

natural forces or brought about by F CCONOMY.

aken the

¥ i . - .
Peoples associates

lead in demonsuaring one of our most Imporant core

s a commitment o the communities we serv

the community, W

i : e 1 el : .
are part of the communicy. We live, work and raise ow

t and bad times with

1
and share

our [riends.

Translating commitment w our communities into action
in 2008, Peoples associates gave over 25,000 hours

wities, civie endeavors, school

nd other worthwhile

-

JCTES A

activities, cultural e

addition, we enriched each of our regions with significan

&

l‘()jC i8] §‘,

ping community spirits

ht time. The ri




Aarket Team

msuranc

and investmenis, we have

advise and serve

the te

15 are

2, Fach

nation on products

tures
saarchi

ng out new service opportunities. We als
3 involved in meeting the

50 discuss
g the needs of our communities

3. These innovative teams wer

ver professior

[ financial expertise



located in Hen was purc

2006 by Mike and stus from a longtime frie

Mick Howell, nt of Comr

fing, provided f

buy the operation that now has

The new Foo Bcvys owner, with nephew and manager

ehensive commercial

E?:f;:o'tt, Justus, ne comp

with two business

online banking. And  Specialist J

on of the Jusit

arranged fir
dream home

Sally Lambert ¢

Justuses regard

of Peoples Financ

and retirement planning.

s of our

sures its succee

2 by the suc

110 be able (o help the Justuses

Poor Boys, Inc. with Point Pleasant, West Virginia
Market Team Members

Teamwork M

Nakes Multiple Connections
with Test Equipment Company

in

ATSEI (Athens Technical Specialists,
Athens,
signals and wireless outdoor securily cameras used

Inc.), locatec
Ohio, manufactures test equipment for traffic

by the U.S. Border Patrol, construction finms, cattle

and golf cours ameras are also pop

with hunters for monitoring wildt The owners, T
and Una (}35%{1 have gre

Ve as a gQi}Q‘

5 with 8 business o

or the @2?1;*) avees of our

shed the

ients. Tina's presentation
connection needed to bring in other a

service team is a valuable

provide advice and strategies t

fert to focus on what they do bes




Dedicated ro Small Business

The role we
-up to

Our commitment 1o small businesses tran

- Trafl Foods high

parinerships

fication to helping small busin

Chris Pleiffer, owner of Trail Foods, recently went hiking in the western United States. He was so impressed with a “just
add water” ;}f“elv;izzizckaoed ood product that he had t
Ohio. He is now negotiating a contract with a major camping Sup ply business. Our business banking

of the way with the r

aken on his frip that he decided to buy the c;@n‘xg}aﬁy and relocate

to southe
cialists

financial products o position I

Tipany for growth.

™

Determined to remain the bank of choice for small business

es, duced specialized business
produ simplified small business loan applications and added innovative featur@&s to savings and checking
counts for employees of small business clients, Insurance and investment products have been tailored to the
is important client base. In addition, a dedicated “Business Support Service Center” has been established
to offer immediate solutions to our small business clients’ financial challenges

oples recently ir

neeads of th

e growing. Chris Pleiffer of T seen that

-

mmunity when small business
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The turmoil we see in today’s financial markets is not
unique. For more than a 100 years, Peoples and our clients

have weathered many financial storms.

We've overcome periods of market uncertainty because of
b J

the strong foundations on which our company is built:

integrity, sound money management principles, and a

L

special blend of personal service and professionalism.

You can believe in Peoples, knowing its the right place,

even in challenging times.

&

So when you need personal or business financial services, or
want financial advice on any matter, our strength, stability,

experience and know-how are at your service.

The right time. Th

i

£

v

right place.
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PART 1

As used in this Annual Report on Form 10-K (“Form 10-K”), “Peoples” refers to Peoples Bancorp Inc. and its
consolidated subsidiaries collectively, except where the context indicates the reference relates solely to the registrant,
Peoples Bancorp Inc. Unless otherwise indicated, all note references contained in this Form 10-K refer to the Notes to the
Consolidated Financial Statements included in Item 8 of this Form 10-K.

ITEM 1. BUSINESS

Corporate Overview

Peoples Bancorp Inc. is a financial holding company organized in 1980. Peoples operates principally through its
wholly-owned subsidiary, Peoples Bank, National Association (“Peoples Bank™). At December 31, 2008, Peoples’ other
wholly-owned subsidiaries included Peoples Investment Company and PEBO Capital Trust I. Peoples Bank also owned
Peoples Insurance Agency, Inc. (“Peoples Insurance™) and PBNA, L.L.C., an asset management company. Peoples
Investment Company also owned Peoples Capital Corporation.

Peoples Bank was first chartered in 1902 as an Ohio banking corporation under the name “The Peoples Banking and
Trust Company” in Marietta, Ohio, and was later reorganized as a national banking association under its current name in
2000. Peoples Insurance was first chartered in 1994 as an Ohio corporation under the name “Northwest Territory Property
and Casualty Insurance Agency, Inc.” and awarded insurance agency powers in the State of Ohio in late 1995, becoming
the first insurance agency in Ohio to be affiliated with a financial institution. Peoples Insurance was reorganized under its
current name in 2000.

Peoples Investment Company and its subsidiary, Peoples Capital Corporation, were formed in 2001 to optimize
Peoples’ consolidated capital position and improve profitability by providing new investment opportunities that are either
limited or restricted at Peoples Bank. These investments include, but are not limited to, low-income housing tax credit
funds or projects, venture capital, and other higher risk investments. Presently, the operations of both companies do not
represent a significant part of Peoples’ overall business activities.

Business Overview

Peoples makes available a wide range of financial products and services to its customers through its financial service
locations and automated teller machines (“ATMs”) in Ohio, West Virginia and Kentucky, as well as well as telephone and
internet-based banking. These products and services include the following:

o various demand deposit accounts, savings accounts, money market accounts and certificates of deposit
commercial, consumer and real estate mortgage loans (both commercial and residential)

debit cards

credit cards through an affiliated marketing agreement

corporate and personal trust services

safe deposit rental facilities

travelers checks, money orders and cashier’s checks

0O 0 0O0O0O0

Peoples also offers a full range of life, health and property and casualty insurance products through Peoples Insurance
and provides custom-tailored fiduciary and wealth management services, including asset management, recordkeeping,
retirement services and estate management, through Peoples Financial Advisors (a division of Peoples Bank). Brokerage
services are offered exclusively through an unaffiliated registered broker-dealer located at Peoples Bank’s offices.

Since 1996, Peoples has undertaken a controlled and steady expansion strategy involving a combination of internal and
external growth. This strategy has included the opening of de novo banking and loan production offices, acquisitions of
existing banking offices, both individually and as part of entire institutions, and acquisitions of two insurance agencies. As
a result, Peoples has experienced growth in total assets and its capital position, as well as expansion of its customer base
and primary market area. This strategy has also provided opportunities for Peoples to integrate non-traditional products and
services, such as insurance and investments, with the traditional banking products being offered to its clients.

Since 2003, Peoples has taken steps to improve operating efficiency by redirecting resources to offices and markets
with greater growth potential. These actions have included the consolidation of existing banking offices with acquired
offices that were in close proximity to each other and sale of selected banking offices. During 2008, Peoples completed the
sale of its Grayson, Kentucky banking office and its $13.4 million of deposits and $2.0 million of loans.



For the five-year period ended December 31, 2008, Peoples’ total assets and total stockholders’ equity grew at
compound annual growth rates of 2.9% and 1.8%, respectively, while return on average assets and average stockholders’
equity averaged 0.94% and 9.30%, respectively, during this five-year period. Peoples also has a history of dividend
growth, with 2008 marking the 43" consecutive year of increased dividends and a five-year compound annual growth rate
of 7.1%.

Recent Corporate Developments

On November 12, 2008, Peoples received preliminary approval from the United States Department of the Treasury (the
“U.S. Treasury”) for a capital investment of $39 million through the voluntary TARP Capital Purchase Program established
by the U.S. Treasury under the Emergency Economic Stabilization Act of 2008. At the time of this preliminary approval,
Peoples was not authorized to issue preferred shares under its Amended Articles of Incorporation. This investment, which
represented 3% of Peoples’ total risk-weighted assets, was the maximum that Peoples was allowed to receive under the
TARP Capital Purchase Program.

On January 22, 2009, Peoples’ shareholders adopted an amendment to Article FOURTH of Peoples’ Amended Articles
of Incorporation to authorize the issuance of up to 50,000 preferred shares. The preferred shares may be issued from time
to time by Peoples’ Board of Directors in one or more series, with each series to consist of such number of shares and to
have such voting powers, designations, preferences, rights, qualifications, limitations and restrictions as determined by the
Board of Directors. On January 28, 2009, Peoples’ Board of Directors adopted an amendment to Peoples’ Amended
Atrticles of Incorporation to create a series of preferred shares designated as Peoples’ Fixed Rate Cumulative Perpetual
Preferred Shares, Series A, each without par value and having a liquidation preference of $1,000 per share (the “Series A
Preferred Shares”). These actions enabled Peoples to obtain final approval for the $39 million capital investment through
the TARP Capital Purchase Program.

On January 30, 2009, Peoples issued and sold to the U.S. Treasury (i) 39.000 of Peoples’ Series A Preferred Shares,
and (ii) a ten-year warrant (the “Warrant”) to purchase 313,505 Peoples common shares, each without par value (“Common
Shares”), at an exercise price of $18.66 per share (subject to certain anti-dilution and other adjustments), for an aggregate
purchase price of $39 million in cash. This issuance and sale was a private placement exempt from the registration
requirements of the Securities Act of 1933, as amended, pursuant to Section 4(2) thereof. Additional information regarding
the Series A Preferred Shares and the Warrant can be found in Note 11 of the Notes to the Consolidated Financial
Statements.

To finalize Peoples’ participation in the TARP Capital Purchase Program, Peoples entered into certain agreements with
the U.S. Treasury. Additional information regarding the TARP Capital Purchase Program and the restrictions imposed on
Peoples can be found under the “TARP Capital Purchase Program™ heading in the “Supervision and Regulation” section
included later in this item.

Primary Market Area and Customers

Peoples considers its primary market area to consist of the counties where it has a physical presence and neighboring
counties. This market area currently includes the counties of Athens, Belmont, Fairfield, Franklin, Gallia, Guernsey,
Meigs, Morgan, Noble and Washington in Ohio; Cabell, Mason, Wetzel and Wood in West Virginia; and Boyd, Carter and
Greenup in Kentucky.. This market area encompasses the Metropolitan Statistical Areas (“MSA”) of Parkersburg-
Marietta-Vienna, WV-OH and Huntington-Ashland, WV-KY-OH, and portions of the Columbus OH and Wheeling, WV-
OH MSAs. This primary market area largely consists of rural or small urban areas with a diverse group of industries and
employers. Principal industries in this area include health care, education and other social services; plastics and
petrochemical manufacturing; oil, gas and coal production; and tourism and other service-related industries. Because of
this diversity, Peoples is not dependent upon any single industry segment for its business opportunities.

Lending Activities

Peoples originates various types of loans, including commercial and commercial real estate loans, residential real estate
loans, home equity lines of credit, real estate construction loans, and consumer loans. In prior years, Peoples also
originated and retained various credit card loans. In 2003, Peoples sold its existing credit card portfolio and entered into a
Jjoint marketing alliance to serve the credit card needs of its customers and prospects, which reduces Peoples’ risks since it
does not own the loans.

Peoples’ lending activities are focused principally on lending opportunities within its primary market areas, although
Peoples occasionally originates loans to creditworthy customers outside its primary markets. In general, Peoples retains the



majority of loans it originates; however, certain longer-term fixed-rate mortgage loan originations, primarily one-to-four
family residential mortgages, are sold into the secondary market.

Peoples’ loans consist of credits to borrowers spread over a broad range of industrial classifications. At December 31,
2008, Peoples had no concentration of loans to borrowers engaged in the same or similar industries that exceeded 10% of
total loans nor had any loans outstanding to non-U.S. entities.

Legal Lending Limit

Federal regulations impose a limit on the aggregate amount that financial institutions may lend to one borrower,
including certain related or affiliated borrowers. This legal lending limit is generally 15% of the institution’s total
capital, as defined by risk-based capital regulations, plus any allowance for loan losses not already included in total
capital. At December 31, 2008, Peoples’ legal lending limit was approximately $24.5 million. During 2008, Peoples
did not extend credit to any one borrower in excess of its legal lending limit.

Commercial Lending

Commercial, financial and agricultural loans (“commercial loans”), including loans secured by commercial real
estate, represent the largest portion of Peoples’ total loan portfolio, comprising approximately 59.5% of total loans at
December 31, 2008. Commercial lending inherently involves a significant degree of risk of loss since commercial loan
relationships generally involve larger loan balances than other loan classes. Additionally, repayment of commercial
loans normally depends on adequate cash flows of a business, which can be negatively impacted by adverse changes in
the general economy or in a specific industry.

COMMERCIAL LENDING PRACTICES. Loan terms include amortization schedules commensurate with the purpose of each
loan, the source of repayment and the risk involved. The primary analytical technique used in determining
whether to grant a commercial loan is the review of a schedule of cash flows to evaluate whether the borrower’s
anticipated future cash flows will be adequate to service both interest and principal due. Additionally, collateral is
reviewed to determine its value in relation to the loan.

The Peoples Bank Board of Directors is required to approve loans secured by real estate in excess of $5
million, loans secured by all other assets in excess of $3 million, unsecured loans in excess of $1 million and all
loans, regardless of amount, to borrowers whose aggregate debt to Peoples Bank, including the principal amount
of the proposed loan, exceeds $7 million.

Peoples evaluates all commercial loan relationships whenever a new loan causes the aggregate debt to Peoples
to exceed $250,000. On an annual basis, Peoples evaluates all loan relationships whose aggregate debt to Peoples
is greater than $500,000 for possible credit deterioration. This gives Peoples the opportunity to take effective and
prompt action designed to assure repayment of the loan or minimize Peoples’ risk of loss, including reviewing the
relationship on a quarterly basis depending on the loan quality rating and aggregate debt outstanding. Upon
detection of the reduced ability of a borrower to meet cash flow obligations, the loan is reviewed for possible
downgrading or placement on nonaccrual status.

Real Estate Loans

While commercial loans comprise the largest portion of Peoples’ loan portfolio, generating residential real estate
loans remains a major focus of Peoples’ lending efforts, whether the loans are ultimately sold into the secondary
market or retained on Peoples’ Consolidated Balance Sheets. At December 31, 2008, portfolio real estate loans
comprised 21.0% of total loans. Peoples also had $0.8 million of real estate loans held for sale and was servicing
$181.4 million of loans, consisting primarily of one-to-four family residential mortgages, previously sold in the
secondary market.

Peoples originates both fixed-rate and adjustable-rate real estate loans. Typically, the longer-term fixed-rate real
estate loans are sold in the secondary market, with Peoples retaining servicing rights on those loans. In select cases,
Peoples may retain certain fixed-rate real estate loans or sell the loans without retaining the servicing rights.

REAL ESTATE LENDING PRACTICES. Peoples typically requires residential real estate loan amounts to be no more than
80% of the purchase price or the appraised value of the real estate securing the loan, unless private mortgage
insurance is obtained by the borrower for the percentage exceeding 80%. In certain circumstances, Peoples may
lend up to 100% of the appraised value of the real estate, although such lending currently is limited to loans that
qualify under established rural housing programs. The risk conditions of these loans are considered during
underwriting for the purposes of establishing an interest rate commensurate with the risks inherent in mortgage
lending and remaining equity of the home, if any.




Real estate loans are typically secured by first mortgages with evidence of title in favor of Peoples in the form
of an attorney’s opinion of the title or a title insurance policy. Peoples also requires proof of hazard insurance,
with Peoples named as the mortgagee and loss payee. Licensed appraisals are required for all real estate loans.

Home Equity Lines of Credit

Peoples originates home equity lines of credit that provide consumers with greater flexibility in financing personal
expenditures. At December 31, 2008, home equity lines of credit comprised 4.3% of Peoples’ total loans. Peoples
offers home equity lines of credit with a fixed rate for the first five years which converts to a variable interest rate for
the remaining five years. Peoples also offers a home equity line of credit with a variable rate for the entire term of the
loan.

HOME EQUITY LENDING PRACTICES. Home equity lines of credit are generally made as second mortgages by Peoples.
The maximum amount of a home equity line of credit is generally limited to 80% of the appraised value of the
property less the balance of the first mortgage. Peoples will lend up to 90% of the appraised value of the property
at higher interest rates that are commensurate with the additional risk being assumed in these situations. The home
equity lines of credit are written with ten-year terms and are subject to review upon request for renewal.

Construction Loans

Peoples originates various construction loans to provide temporary financing during the construction phase for
commercial and residential properties. At December 31, 2008, construction loans comprised 7.1% of Peoples’ loan
portfolio. Construction financing is generally considered to involve the highest risk since Peoples is dependent largely
upon the accuracy of the initial estimate of the property’s value at completion of construction and the estimated cost
(including interest) of construction. If the estimated construction cost proves to be inaccurate, Peoples may be required
to advance funds beyond the amount originally committed to enable completion of the project.

CONSTRUCTION LENDING PRACTICES. Peoples’ construction lending is focused primarily on single-family residential or
owner-occupied commercial projects being constructed by established contractors. Peoples also originates other
construction loans to select real estate developers and homebuilders for the purpose of constructing a variety of
commercial and residential projects, including office, retail or industrial complexes and land development. The
underwriting criteria for construction loans is generally the same as for non-construction loans.

To mitigate the risk of construction lending, Peoples requires periodic site inspections by the construction loan
manager, loan officer, appraiser or architect to ensure appropriate completion of the project prior to any
disbursements. Construction loans are structured to provide sufficient time to complete construction, including
consideration for weather or other variables that influence completion time, although Peoples generally requires
the term to be less than two years.

Consumer Lending
Peoples’ consumer lending activities primarily involve loans secured by automobiles, boats, recreational vehicles
and other personal property. At December 31, 2008, consumer loans comprised 7.9% of Peoples’ loan portfolio.

CONSUMER LENDING PRACTICES. Consumer loans generally involve more risk as to collectability than real estate
mortgage loans because of the type and nature of the collateral and, in certain instances, the absence of collateral.
As a result, consumer-lending collections are dependent upon the borrower’s continued financial stability, and are
at more risk from adverse changes in personal circumstances. In addition, application of various state and federal
laws, including bankruptcy and insolvency laws, could limit the amount that may be recovered under these loans.
Credit approval for consumer loans typically requires demonstration of sufficiency of income to repay principal
and interest due, stability of employment, credit history and sufficient collateral for secured loans. It is the policy
of Peoples to review its consumer loan portfolio monthly and to charge-off loans that do not meet its standards,
and to adhere strictly to all laws and regulations governing consumer lending. A qualified compliance officer is
responsible for monitoring regulatory compliance performance and for advising and updating loan personnel.

Peoples makes credit life insurance and accident and health insurance available to all qualified borrowers, thus
reducing risk of loss when a borrower’s income is terminated or interrupted due to accident, disability or death.

Overdraft Privilege

Since 2001, Peoples has granted Overdraft Privilege to qualified customers. Overdraft Privilege is a service that
provides overdraft protection to retail deposit customers by establishing an Overdraft Privilege amount. After a 30-day
waiting period to verify deposit ability, each new checking account usually receives an Overdraft Privilege amount of
either $400 or $700, based on the type of account and other parameters. Once established, customers are permitted to
overdraw their checking account, up to their Overdraft Privilege limit, with each item being charged Peoples’ regular



overdraft fee. Customers repay the overdraft with their next deposit. Overdraft Privilege is designed to allow Peoples
to fill the void between traditional overdraft protection, such as a line of credit, and “check cashing stores”. While
Overdraft Privilege generates fee income, Peoples maintains an allowance for losses from checking accounts with
overdrafts deemed uncollectible. This allowance, along with the related provision and net charge-offs, is included in
Peoples’ allowance for loan losses.

Investment Activities

Investment securities comprise a significant portion of Peoples’ total assets. The majority of Peoples’ investment
activities are conducted through Peoples Bank, although Peoples and its non-banking subsidiaries engage in investment
activities from time-to-time. Investment activity by Peoples Bank is subject to certain regulatory guidelines and limitations
on the types of securities eligible for purchase. As a result, the investment securities owned by Peoples Bank include
obligations of the U.S. Treasury, agencies and corporations of the U.S. government, including mortgage-backed securities,
bank eligible obligations of any state or political subdivision in the U.S. and bank eligible corporate obligations, including
private-label mortgage-backed securities. The investments owned by Peoples are comprised of common stocks issued by
various unrelated banking holding companies and tax-exempt municipal obligations. The investments owned by Peoples’
non-banking subsidiaries currently consist of tax credit funds and corporate obligations.

Peoples’ investment activities are governed internally by a written, board-approved policy, which is administered by
Peoples’ Asset-Liability Management Committee (“ALCO”). The primary purpose of Peoples’ investment portfolio is to:
(1) employ excess funds not needed for loan demand; (2) provide a source of liquid assets to accommodate unanticipated
deposit and loan fluctuations and overall liquidity needs; (3) provide eligible securities to secure public and trust funds; and
(4) earn the maximum overall return commensurate with the investment’s risk and corporate needs. Investment strategies
to achieve these objectives are reviewed and approved by the ALCO. In its evaluation of investment strategies, the ALCO
considers various factors, including the interest rate environment, balance sheet mix, actual and anticipated loan demand,
funding opportunities and Peoples’ overall interest rate sensitivity. The ALCO also has much broader responsibilities,
which are discussed in the “Interest Rate Sensitivity and Liquidity” section of “Management’s Discussion and Analysis of
Financial Condition and Results of Operations” included in Item 7 of in this Form 10-K.

Funding Sources

Peoples’ primary sources of funds for lending and investing activities are interest-bearing and non-interest bearing
deposits. Cash flows from both the loan and investment portfolios, which include scheduled payments, as well as
prepayments, calls and maturities, also provide a relatively stable source of funds. Peoples also utilizes a variety of short-
term and long-term borrowings to fund asset growth and satisfy liquidity needs. Peoples’ funding sources are monitored
and managed through Peoples’ asset-liability management process, which is discussed further in the “Interest Rate
Sensitivity and Liquidity” section of “Management’s Discussion and Analysis of Results of Operations and Financial
Condition” included in Item 7 of this Form 10-K.

The following is a brief description of the various sources of funds utilized by Peoples:

Deposits

Peoples obtains deposits principally from individuals and businesses within its primary market area by offering a
broad selection of deposit products to clients. Retail deposit account terms vary with respect to the minimum balance
required, the time the funds must remain on deposit and service charge schedules. Interest rates paid on specific
deposit types are determined based on (1) the interest rates offered by competitors, (2) the anticipated amount and
timing of funding needs, (3) the availability and cost of alternative sources of funding and (4) the anticipated future
economic conditions and interest rates. Retail deposits are attractive sources of funding because of their stability and
relative cost in addition to providing opportunities for Peoples to build long-term client relationships through the cross-
selling of its other products and services.

Peoples occasionally obtains deposits from clients outside Peoples’ primary market area through deposit brokers,
generally in the form of certificates of deposit. These brokered deposits are used to augment Peoples’ retail deposits to
fund loans originated to customers located outside Peoples’ primary market area, as well as provide diversity in
funding sources. While brokered deposits normally carry a slightly higher interest cost than other wholesale funds,
they do not require Peoples to secure the funds with collateral, unlike most other borrowed funds.

Additional information regarding the amounts and composition of Peoples’ deposits can be found in the
“Deposits” section of “Management’s Discussion and Analysis of Results of Operations and Financial Condition”
included in Item 7 of this Form 10-K and in Note 7 of the Notes to the Consolidated Financial Statements.



Borrowed Funds

Peoples obtains funds through a variety of short-term and long-term borrowings, which typically include advances
from the Federal Home Loan Bank of Cincinnati (“FHLB”), Federal Funds purchased, advances from the Federal
Reserve Discount Window and repurchase agreements. Occasionally, Peoples obtains funds from unrelated financial
institutions in the form of loans or revolving lines of credit. Short-term borrowings are used generally to manage
Peoples’ daily liquidity needs since they typically may be repaid, in whole or part, at any time without a penalty.
Long-term borrowings provide cost-effective options for funding asset growth and satisfying capital needs, due to the
variety of pricing and maturity options available.

Additional information regarding the amounts and composition of Peoples’ borrowed funds can be found in the
“Borrowed Funds” section of “Management’s Discussion and Analysis of Results of Operations and Financial
Condition” included in Item 7 of this Form 10-K and in Notes 8 and 9 of the Notes to the Consolidated Financial
Statements.

Peoples has an established business trust subsidiary that was formed for the sole purpose of issuing preferred
securities and investing the proceeds in junior subordinated debt securities of Peoples. The trust preferred securities
qualify as Tier 1 capital for regulatory capital purposes, subject to certain quantitative limits and qualitative standards,
which makes them an attractive funding source for financial institutions. Additional information can be found in Note
10 of the Notes to the Consolidated Financial Statements.

Competition

Peoples experiences intense competition within its primary market area due to the presence of several national,
regional and local financial institutions and other service providers, including finance companies, insurance agencies and
mutual funds. Competition within the financial service industry continues to increase as a result of mergers between, and
expansion of, financial service providers within and outside of Peoples’ primary market areas. In addition, the deregulation
of the financial services industry (see the discussion of the Gramm-Leach-Bliley Act of 1999 in the section of this item
captioned “Supervision and Regulation-Bank Holding Company Act”) has allowed securities firms and insurance
companies that have elected to become financial holding companies to acquire commercial banks and other financial
institutions, which can create additional competitive pressure.

Peoples primarily competes based on client service, convenience and responsiveness to customer needs, available
products, rates of interest on loans and deposits, and the availability and pricing of trust, brokerage and insurance services.
However, some competitors may have greater resources and, as such, higher lending limits than Peoples, which adversely
affects Peoples’ ability to compete. Peoples’ business strategy includes the use of a “needs-based” sales and service
approach to serve customers and incentives intended to promote customers’ continued use of multiple financial products
and services. In addition, Peoples continues to emphasize the integration of traditional commercial banking products with
non-traditional financial products, such as insurance and investment products.

Peoples historically has focused on providing its full range of products and services in smaller metropolitan markets
rather than major metropolitan areas. While management believes Peoples has developed a level of expertise in serving the
financial service needs of smaller communities, Peoples’ primary market area has expanded into larger metropolitan areas,
like central Ohio. These larger areas typically contain entrenched service providers with an existing customer base much
larger than Peoples’ initial entry position. As a result, Peoples may be forced to compete more aggressively in order to
grow its market share in these areas, which could reduce current and future profit potential from such markets.

Employees
At December 31, 2008, Peoples had 546 full-time equivalent employees.

Intellectual Property and Proprietary Rights

Peoples has registered the service marks “Peoples Bank (with logo)”, “Peoples Bancorp (with logo)”, “Peoples
Financial Advisors (with logo)”, “Connect Card”, “Peoples Bank” and “peoplesbancorp.com” with the U.S. Patent and
Trademark Office. These service marks currently have expiration dates ranging from 2014 to 2017. Peoples may renew
the registrations of service marks with the U.S. Patent and Trademark Office generally for additional 10-year periods
indefinitely, provided it continues to use the service marks and files appropriate maintenance and renewal documentation
with the U.S. Patent and Trademark Office at times required by the federal trademark laws and regulations.

Peoples has a proprietary interest in the Internet Domain name “pebo.com”. Internet Domain names in the U.S. and in
foreign countries are regulated, but the laws and regulations governing the Internet are continually evolving.



Supervision and Regulation

Peoples and its subsidiaries are subject to extensive supervision and regulation by federal and state agencies. The
following is summary of the regulatory agencies, statutes and related regulations that have, or could have, a significant
impact on Peoples’ business. This discussion is qualified in its entirety by reference to such regulations and statutes.

Financial Holding Company

Peoples is a legal entity separate and distinct from its subsidiaries and affiliated companies. As a financial holding
company, Peoples is subject to regulation under the Bank Holding Company Act of 1956, as amended (the “BHC
Act”), and to inspection, examination and supervision by the Board of Governors of the Federal Reserve System (the
“Federal Reserve Board”).

The Federal Reserve Board also has extensive enforcement authority over financial holding companies. In
general, the Federal Reserve Board may initiate enforcement actions for violations of laws and regulations and unsafe
or unsound practices. Peoples is also required to file reports and other information with the Federal Reserve Board
regarding its business operations and those of its subsidiaries.

Subsidiary Bank
Peoples Bank is subject to regulation and examination primarily by the Office of the Comptroller of the Currency
(“OCC™) and secondarily by the Federal Reserve Board and the Federal Deposit Insurance Corporation (“FDIC”).

Peoples Bank is subject to certain restrictions imposed by the Federal Reserve Act and Federal Reserve Board
regulations regarding such matters as the maintenance of reserves against deposits, extensions of credit to the financial
holding company or any of its subsidiaries, investments in the stock or other securities of the financial holding
company or its subsidiaries and the taking of such stock or securities as collateral for loans to any borrower.

Non-Banking Subsidiaries

Peoples’ non-banking subsidiaries are also subject to regulation by the Federal Reserve Board and other applicable
federal and state agencies. Peoples Insurance, as a licensed insurance agency, is subject to regulation by the Ohio
Department of Insurance and the state insurance regulatory agencies of those states where it may conduct business.

Other Regulatory Agencies
SECURITIES AND EXCHANGE COMMISSION (“SEC™) AND NASDAQ. Peoples is also under the jurisdiction of the
SEC and certain state securities commissions for matters relating to the offering and sale of its securities.
Peoples is subject to disclosure and regulatory requirements of the Securities Act of 1933, as amended, and
the Securities Exchange Act of 1934, as amended (the “Exchange Act”), as administered by the SEC.
Peoples’ Common Shares are listed on The NASDAQ Stock Market LLC (“NASDAQ”) under the symbol
“PEBO” and is subject to the rules for NASDAQ listed companies.

FEDERAL HOME LOAN BANK. Peoples Bank is a member of the FHLB, which provides credit to its members in the
form of advances. As a member of the FHLB, Peoples must maintain an investment in the capital stock of the
FHLB in a specified amount. Upon the origination or renewal of an advance, the FHLB is required by law to
obtain and maintain a security interest in certain types of collateral. The FHLB is required to establish
standards of community investment or service that its members must maintain for continued access to long-
term advances from the FHLB. The standards take into account a member’s performance under the
Community Reinvestment Act and its record of lending to first-time homebuyers.

THE FEDERAL DEPOSIT INSURANCE CORPORATION (“FDIC”)/DEPOSITORY INSURANCE. The FDIC is an
independent federal agency which insures the deposits, up to prescribed statutory limits, of federally-insured
banks and savings associations and safeguards the safety and soundness of the financial institution industry.
Peoples Bank’s deposits are insured up to applicable limits by Deposit Insurance Fund of the FDIC and
subject to deposit insurance assessments to maintain the Deposit Insurance Fund.

The FDIC utilizes a risk-based assessment system that imposes insurance premiums based upon a four-
tier risk matrix based upon a bank’s capital level and supervisory, or CAMELS, rating. Currently, most
banks, including Peoples Bank, are in the best risk category and pay deposit assessments ranging from 12 to
14 cents per $100 of assessable deposits. On February 27, 2009, the FDIC adopted a final rule that changes
the way its assessment system differentiates risk and changes assessment rates beginning April 1, 2009. For
banks in the best risk category, the initial base rates will range from 12 to 16 cents per $100 of assessable
deposits on an annual basis effective April 1, 2009. The FDIC also adopted an interim rule imposing an
emergency special assessment of 20 cents per $100 of assessable deposits on all insured institutions on June
30, 2009, which will be collected on September 30, 2009. The interim rule also permits the FDIC to impose



an emergency special assessment after June 30, 2009, of up to 10 cents per $100 of assessable deposits if
necessary to maintain public confidence in federal deposit insurance. The interim rule is subject to a 30-day
comment period. The FDIC may take further actions in the future that result in higher assessment rates that
could have a material adverse effect on earnings.

The FDIC may terminate insurance coverage upon a finding that the insured institution has engaged in
unsafe or unsound practices, is in an unsafe or unsound condition to continue operations, or has violated any
applicable law, regulation, rule, order or condition enacted or imposed by the institution’s regulatory agency.

U.S. TREASURY AND SPECIAL INSPECTOR GENERAL. As a result of Peoples’ participation in the TARP Capital
Purchase Program, Peoples is also subject to the regulatory authority granted to the U.S. Treasury and the
Special Inspector General for the Troubled Assets Relief Program under EESA and ARRA, as discussed
below under the caption “TARP Capital Purchase Program”.

Bank Holding Company Act

In general, the BHC Act limits the business of bank holding companies to banking, managing or controlling banks
and other activities that the Federal Reserve Board has determined to be so closely related to banking as to be a proper
incident thereto. As a result of the Gramm-Leach-Bliley Act of 1999 — also known as the Financial Services
Modernization Act of 1999 — (“GLB Act”), which amended the BHC Act, bank holding companies that are financial
holding companies may engage in any activity, or acquire and retain the shares of a company engaged in any activity
that is either (1) financial in nature or incidental to such financial activity (as determined by the Federal Reserve Board
in consultation with the OCC) or (2) complementary to a financial activity, and that does not pose a substantial risk to
the safety and soundness of depository institutions or the financial system generally (as solely determined by the
Federal Reserve Board). Activities that are financial in nature include securities underwriting and dealing, insurance
underwriting and making merchant banking investments. In 2002, Peoples elected, and received approval from the
Federal Reserve Board, to become a financial holding company.

In order for a financial holding company to commence any new activity permitted by the BHC Act, or to acquire a
company engaged in any new activity permitted by the BHC Act, each insured depository institution subsidiary of the
financial holding company must have received a rating of at least “satisfactory” in its most recent examination under
the Community Reinvestment Act. See the section captioned “Community Reinvestment Act” included later in this
item. In addition, financial holding companies like Peoples are also permitted to acquire companies engaged in
activities that are financial in nature and in activities that are incidental and complementary to financial activities
without prior Federal Reserve Board approval.

The BHC Act and other federal and state statutes regulate acquisitions of commercial banks. The BHC Act
requires the prior approval of the Federal Reserve Board for the direct or indirect acquisition of more than 5% of the
voting shares of a commercial bank or its parent holding company. Under the Federal Bank Merger Act, the prior
approval of the OCC is required for a national bank to merge with another bank or purchase the assets or assume the
deposits of another bank. In reviewing applications seeking approval of merger and acquisition transactions, the bank
regulatory authorities will consider, among other things, the competitive effect and public benefits of the transactions,
the capital position of the combined organization, the applicant’s performance record under the Community
Reinvestment Act (see the section captioned “Community Reinvestment Act” included later in this item) and fair
housing laws and the effectiveness of the subject organizations in combating money laundering activities.

Capital Adequacy and Prompt Corrective Action

The Federal Deposit Insurance Corporation Improvement Act of 1991 (“FDICIA”), among other things, identifies
five capital categories for insured depository institutions and requires the respective federal regulatory agencies to
implement systems for “prompt corrective action” for insured depository institutions that do not meet minimum capital
requirements within such categories. The federal regulatory agencies, including the Federal Reserve Board and the
OCC, have adopted substantially similar regulatory capital guidelines and regulations consistent with the requirements
of FDICIA, as well as established a system of prompt corrective action to resolve certain of the problems of
undercapitalized institutions. This system is based on five capital level categories for insured depository institutions:
“well capitalized”, “adequately capitalized”, “under capitalized”, “significantly under capitalized” and “critically under
capitalized”.

Both Peoples and Peoples Bank are subject to risk-based capital requirements and guidelines imposed by their
respective primary regulatory agencies. These capital guidelines and regulations are based on the 1998 capital accord
of the Basel Committee on Banking Supervision (the “Basel Committee™) and divide the capital of Peoples and
Peoples Bank into two tiers:



e “Tier 1 capital” consists of (1) common shareholders’ equity; (2) qualifying perpetual preferred stock and
trust preferred securities (up to 25% of total Tier 1 capital); and (3) minority interests in equity accounts of
consolidated subsidiaries, less goodwill and certain other deductions including intangible assets and net
unrealized gains and losses on available-for-sale securities.

e  “Tier 2 capital” consists primarily of allowance for loan losses and net unrealized gains on certain available-
for-sale equity securities, subject to limitations established by the guidelines, as well as any qualifying
perpetual preferred stock and trust preferred securities amounts excluded from Tier 1 capital. Tier 2 capital
may also include, among other things, certain amounts of hybrid capital instruments, mandatory convertible
debt and subordinated debt.

In addition, each asset on Peoples and Peoples Bank’s balance sheets, as well as credit equivalent amounts of
certain derivatives and off-balance sheet items, are assigned to one of several broad risk weight categories: 0%, 20%,
50%, 100% and in some cases 200%, resulting in a calculation of “total risk-weighted assets”.

Peoples and Peoples Bank are required to maintain sufficient capital to meet both a risk-based asset ratio test and
leverage ratio test. From time to time, the regulatory agencies may require Peoples and Peoples Bank to maintain
capital above these minimum levels should certain conditions exist, such as deterioration of their financial condition or
growth in assets, either actual or expected. Additional information regarding Peoples and Peoples Bank’s risk-based
capital requirements and ratios can be found in Note 16 of the Notes to the Consolidated Financial Statements.

In 2004, the Basel Committee published a new capital accord to replace its 1988 capital accord (“Basel II"’). Basel
1I provides two approaches for setting capital standards for credit risk, sets capital requirements for operational risk and
refines the existing capital requirements for market risk exposures. In November 2007, the U.S. federal regulatory
agencies adopted a definitive final rule for implementing Basel II in the United States that was effective April 1, 2008.
The final rule applies only to internationally active banking organizations and organizations with consolidated total
assets of at least $250 billion or consolidated on-balance sheet foreign exposures of at least $10 billion. Other U.S.
banking organizations may elect to adopt the requirements of this rule provided they met certain requirements. The
final rule also permits an institution’s primary federal regulator to waive application of the final rule if that regulator
determines applying the rule would not be appropriate given the institution’s asset size, level of complexity, risk profile
or scope of operations. Currently, Peoples and Peoples Bank are not required to comply with Basel II.

Community Reinvestment Act

The Community Reinvestment Act of 1977 (“CRA”™) requires depository institutions to assist in meeting the credit
needs of their market areas consistent with safe and sound banking practice. Under the CRA, each depository
institution is required to help meet the credit needs of its market areas by, among other things, providing credit to low
and moderate-income individuals and communities. Depository institutions are periodically examined for compliance
with the CRA and are assigned ratings. As of December 31, 2008, the most recent performance evaluation by the OCC
resulted in an overall rating of “Outstanding”.

TARP Capital Purchase Program

On October 3, 2008, President Bush signed into law the Emergency Economic Stabilization Act of 2008 (the
“EESA”) enacted by the U.S. Congress, which appropriated $700 billion for the purpose of restoring liquidity and
stability in the U.S. financial system. On October 14, 2008, the U.S. Treasury established the TARP Capital Purchase
Program under the authority granted by the EESA. Under the TARP Capital Purchase Program, the U.S. Treasury
made $250 billion of capital available to U.S. financial institutions in the form of senior preferred stock investments.
In connection with the purchase of preferred stock, the U.S. Treasury will receive a warrant entitling the U.S. Treasury
to buy the participating institution’s common stock with a market price equal to 15% of the preferred stock.

In connection with the EESA, there have been numerous actions by the Federal Reserve Board, the U.S. Congress,
the U.S. Treasury, the FDIC, the SEC and others to further the economic and banking industry stabilization efforts
under the EESA. [t remains unclear at this time what further legislative and regulatory measures will be implemented
under the EESA that affect Peoples.

As discussed in more detail above under the caption “Recent Corporate Developments,” Peoples elected to
participate in the TARP Capital Purchase Program and received $39 million of new equity capital from the U.S.
Treasury on January 30, 2009. As part of its participation in the TARP Capital Purchase Program, Peoples agreed to
various requirements and restrictions imposed on all participants in the TARP Capital Purchase Program. Among the
terms of participation was a provision that the U. S. Treasury could change the terms of participation at any time.
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On February 17, 2009, President Obama signed into law the American Recovery and Reinvestment Act of 2009
(the “ARRA”) enacted by the U.S. Congress. The ARRA, among other things, imposed certain new executive
compensation and corporate expenditure limits on all current and future recipients of funds under the TARP Capital
Purchase Program, including Peoples, as long as any obligation arising from the financial assistance provided to the
recipient under the TARP Capital Purchase Program remains outstanding, excluding any period during which the U.S.
Treasury holds only warrants to purchase common stock of a TARP participation (the “Covered Period™).

The current terms of participation in the TARP Capital Purchase Program include the following:

¢ Peoples must file with the SEC a registration statement under the Securities Act of 1933 registering for resale
the Series A Preferred Shares and the Warrant;

¢ aslong as the Series A Preferred Shares remain outstanding, unless all accrued and unpaid dividends for all
past dividend periods on the Series A Preferred Shares are fully paid, Peoples will not be permitted to declare
or pay dividends on any Common Shares, any junior preferred shares or, generally, any preferred shares
ranking pari passu with the Series A Preferred Shares (other than in the case of pari passu preferred shares,
dividends on a pro rata basis with the Series A Preferred Shares), nor will Peoples be permitted to repurchase
or redeem any Common Shares or preferred shares other than the Series A Preferred Shares;

e until the Series A Preferred Shares have been transferred or redeemed in whole, until January 20, 2012, the
U.S. Treasury's approval is required for any increase in Common Share dividends or any share repurchases
other than repurchases of the Series A Preferred Shares, repurchases of junior preferred shares, or repurchases
of Common Shares in connection with the administration of any employee benefit plan in the ordinary course
of business and consistent with past practice;

®  Peoples must comply with the U. S. Treasury's standards for executive compensation and corporate
governance while the U. S. Treasury holds the securities issued by Peoples. Such standards apply to Peoples’
Senior Executive Officers (as defined in the ARRA) as well as other employees. The current standards
include the following:

incentive compensation for Senior Executive Officers must not encourage unnecessary and excessive
risks that threaten the value of the financial institution;

- any bonus or incentive compensation paid (or under a legally binding obligation to pay) to a Senior
Executive Officer or any of Peoples’ next 20 most highly-compensated employees based on statements of
earnings, gains or other criteria that are later proven to be materially inaccurate must be subject to
recovery, or “clawback”, by Peoples;

- Peoples is prohibited from paying or accruing any bonus, retention award or incentive compensation with
respect to its five most highly-compensated employees or such higher number as the Secretary of the U.S.
Treasury may determine is in the public interest, except for grants of restricted stock that do not fully vest
during the Covered Period and do not have a value which exceeds one-third of an employee’s total annual
compensation;

—  severance payments to a Senior Executive Officer and the five next most highly-compensated employees,
generally referred to as "golden parachute" payments, are prohibited , except for payments for services
performed or benefits accrued;

- compensation plans that encourage manipulation of reported earnings are prohibited;

— the U.S. Treasury may retroactively review bonuses, retention awards and other compensation previously
paid to a Senior Executive Officer or any of Peoples’ 20 next most highly-compensated employees that
the U.S. Treasury finds to be inconsistent with the purposes of TARP or otherwise contrary to the public
interest;

—  Peoples’ Board of Directors must establish a company-wide policy regarding excessive or luxury
expenditures;

—  Peoples’ proxy statements for annual shareholder meetings must permit a nonbinding “say on pay”
shareholder vote on the compensation of executives;

— executive compensation in excess of $500,000 for each Senior Executive Officer must not be deducted
for federal income tax purposes; and
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—  compliance with the executive compensation reporting and recordkeeping requirements established by the
U.S. Treasury.

The ARRA permits such recipients, subject to consultation with the appropriate federal banking agency, to repay
to the U.S. Treasury any financial assistance received under the TARP Capital Purchase Program without penalty,
delay or the need to raise additional replacement capital. The U.S. Treasury is to promulgate regulations to implement
the procedures under which a TARP participant may repay any assistance received. As of the date of this Form 10-K,
the U.S. Treasury had not yet issued such regulations.

Detailed information regarding the Series A Preferred Shares and the Warrant can be found in Note 11 of the
Notes to the Consolidated Financial Statements.

Dividend Restrictions

Current federal banking regulations impose restrictions on Peoples Bank’s ability to pay dividends to Peoples.
These restrictions include a limit on the amount of dividends that may be paid in a given year without prior approval of
the OCC and a prohibition on paying dividends that would cause Peoples Bank’s total capital to be less than the
required minimum levels under the risk-based capital requirements imposed by the OCC. Peoples Bank’s regulators
may prohibit the payment of dividends at any time if the regulators determine the dividends represent unsafe and/or
unsound banking practices or reduce Peoples Banks’ total capital below adequate levels. For further discussion
regarding regulatory restrictions on dividends, see Note 16 of the Notes to the Consolidated Financial Statements.

Peoples’ ability to pay dividends to its shareholders may also be restricted. Under current Federal Reserve Board
policy, Peoples is expected to act as a source of financial strength to, and commit resources to support, Peoples Bank.
Under this policy, the Federal Reserve Board may require Peoples to contribute additional capital to Peoples Bank,
which could restrict the amount of cash available for dividends. In addition, Peoples has entered into certain
agreements that place restrictions on dividends. Specifically, Peoples will be prohibited from paying dividends on its
Common Shares if it suspends interest payments related to the trust preferred securities issued by its trust subsidiary.
Additional information regarding Peoples’ trust subsidiary can be found in Note 10 of the Notes to the Consolidated
Financial Statements. The dividend rights of holders of Peoples’ Common Shares are also qualified and subject to the
dividend rights of holders of Series A Preferred Shares described above under the caption “Supervision and Regulation
— TARP Capital Purchase Program”.

Even when the legal ability exists, Peoples or Peoples Bank may decide to limit the payment of dividends in order
to retain earnings for corporate use.

Customer Privacy and Other Consumer Protections

Peoples is subject to regulations limiting the ability of financial institutions to disclose non-public information
about consumers to nonaffiliated 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 a nonaffiliated
party. Peoples is also subject to numerous federal and state laws aimed at protecting consumers, including the Home
Mortgage Disclosure Act, the Real Estate Settlement Procedures Act, the Equal Credit Opportunity Act, the Truth in
Lending Act, the Bank Secrecy Act, the Community Reinvestment Act and the Fair Credit Reporting Act.

USA Patriot Act

The Uniting and Strengthening of America by Providing Appropriate Tools Required to Intercept and Obstruct
Terrorism Act of 2001 (the “USA Patriot Act”) and related regulations, among other things, require financial
institutions to establish programs specifying procedures for obtaining identifying information from customers and
establishing enhanced due diligence policies, procedures and controls designed to detect and report suspicious activity.
Peoples Bank has established policies and procedures that Peoples believes comply with the requirements of the USA
Patriot Act.

Monetary Policy

The Federal Reserve Board regulates money and credit conditions and interest rates in order to influence general
economic conditions primarily through open market operations in U.S. government securities, changes in the discount
rate on bank borrowings, and changes in the reserve requirements against depository institutions’ deposits. These
policies and regulations significantly affect the overall growth and distribution of loans, investments and deposits, as
well as interest rates charged on loans and paid on deposits.

The monetary policies of the Federal Reserve Board have had a significant effect on the operating results of
financial institutions in the past and are expected to continue to have significant effects in the future. In view of the
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changing conditions in the economy, the money markets and the activities of monetary and fiscal authorities, Peoples
can make no definitive predictions as to future changes in interest rates, credit availability or deposit levels.

Corporate Governance

In 2003, Peoples’ Board of Directors and management instituted a series of actions to enhance Peoples’ already strong
corporate governance practices and to comply with the requirements imposed by the Sarbanes-Oxley Act of 2002. These
actions included the adoption of a formal Code of Ethics, a revision of the charter of the Audit Committee and the
formation of two new committees: a Disclosure Committee for Financial Reporting and a Governance and Nominating
Committee. Additionally, Peoples Bank has maintained a conflict of interest policy applicable to its directors, officers and
employees for over 30 years. The current charters of the Audit Committee, the Governance and Nominating Committee
and the Compensation Committee can be found on Peoples” website on the “Corporate Governance & Ethics” page.

Code of Ethics

Peoples’ Code of Ethics is applicable to all directors, officers and employees of Peoples and its affiliates. The
Board of Directors adopted Peoples” Code of Ethics to demonstrate to the public and Peoples’ shareholders the
importance the Board and management place on ethical conduct and to formally establish Peoples’ expectations for the
conduct of ethical business practices. Peoples’ Code of Ethics is available, free of charge, to the public on Peoples’
website on the “Corporate Governance & Ethics” page. Please also see Item 10 of this Form 10-K.

Disclosure Committee for Financial Reporting

The Disclosure Committee for Financial Reporting (the “Disclosure Committee™) consists of key members of
executive management and senior professional support staff from legal, risk management and accounting areas and is
designed to capture information from all components of Peoples’ business.

Peoples established the Disclosure Committee to formalize its process of establishing and monitoring disclosure
controls and procedures and communicating the results of such controls and procedures. As such, the Disclosure
Committee is expected to provide a process on which the Chief Executive Officer and Chief Financial Officer can rely
in providing the certifications required under Section 302 of the Sarbanes-Oxley Act of 2002. Thus, the primary
responsibility of the Disclosure Committee is to review and approve (1) all reports and other documents file with the
SEC and (2) all press releases or other public communications containing financial information.

Governance and Nominating Committee

The purpose of the Governance and Nominating Committee is to identify qualified candidates for election,
nomination or appointment to Peoples’ Board of Directors and recommend to the full Board a slate of director
nominees for each annual meeting of the shareholders of Peoples or as vacancies occur. In addition, the Governance
and Nominating Committee oversees matters of corporate governance, including the evaluation of Board performance
and processes, and makes recommendations to the Board and the Chairman of the Board regarding assignment and
rotation of members and chairs of committees of the Board. The goal of the Governance and Nominating Committee is
to ensure that the composition, practices and operation of the Board contribute to value creation and to the effective
representation of Peoples’ shareholders.

Website Access to Peoples’ SEC Filings

Peoples maintains an Internet website at www.peoplesbancorp.com (this uniform resource locator, or URL, is an
inactive textual reference only and is not intended to incorporate Peoples’ Internet website into this Form 10-K). Peoples
makes available free of charge on or through its website, its annual reports on Form 10-K, quarterly reports on Form 10-Q,
current reports on Form 8-K and amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the
Exchange, as soon as reasonably practicable after Peoples electronically files each such report or amendment with, or
furnishes it to, the SEC.

ITEM 1A. RISK FACTORS

The following are certain risks that management believes are specific to Peoples” business. This should not be viewed as
an all-inclusive list of risks or presenting the risk factors listed in any particular order.

¢ Changes in Interest Rates May Adversely Affect Peoples’ Profitability.
Peoples’ earnings are dependent to a significant degree on net interest income, which is the amount by which interest
income exceeds interest expense. Interest rates are highly sensitive to many factors that are beyond Peoples’ control,
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including general economic conditions and policies of various governmental and regulatory agencies and, in particular,
the Federal Reserve Board. Changes in monetary policy, including changes in interest rates, could influence not only
the interest Peoples receives on loans and securities and the amount of interest it pays on deposits and borrowings, but
such changes could also affect (i) Peoples’ ability to originate loans and obtain deposits, (ii) the fair value of Peoples’
financial assets and liabilities, and (iii) the average duration of Peoples’ mortgage-backed securities portfolio. If the
interest rates paid on deposits and other borrowings increase at a faster rate than the interest rates received on loans and
other investments, Peoples’ net interest income, and therefore earnings, could be adversely affected. Earnings could
also be adversely affected if the interest rates received on loans and other investments fall more quickly than the
interest rates paid on deposits and other borrowings.

Management uses various measures to monitor interest rate risk and believes it has implemented effective asset and
liability management strategies to reduce the potential effects of changes in interest rates on Peoples’ results of
operations. Management also periodically adjusts the mix of assets and liabilities to manage interest rate risk.
However, any substantial, unexpected, prolonged change in market interest rates could have a material adverse effect
on Peoples’ financial condition and results of operations. See the sections captioned “Interest Income and Expense”
and “Interest Rate Sensitivity and Liquidity” in Item 7 of this Form 10-K for further discussion related to Peoples’
interest rate risk.

Peoples’ Exposure to Credit Risk Could Adversely Affect Peoples’ Earnings and Financial Condition.

There are certain risks inherent in making loans. These risks include interest rate changes over the time period in
which loans may be repaid, risks resulting from changes in the economy, risks inherent in dealing with borrowers and,
in the case of loans secured by collateral, risks resulting from uncertainties about the future value of the collateral.

Commercial and commercial real estate loans comprise a significant portion of Peoples’ loan portfolio. Commercial
loans generally are viewed as having a higher credit risk than residential real estate or consumer loans because they
usually involve larger loan balances to a single borrower and are more susceptible to a risk of default during an
economic downturn. Since Peoples’ loan portfolio contains a significant number of commercial and commercial real
estate loans, the deterioration of one or a few of these loans could cause a significant increase in nonperforming loans,
and ultimately could have a material adverse effect on Peoples’ earnings and financial condition.

Peoples’ Allowance For Loan Losses May Be Insufficient.

Peoples maintains an allowance for loan losses to provide for probable loan losses based on management’s quarterly
analysis of the loan portfolio. There can be no assurance on the timing or amount of actual loan losses or that charge-
offs in future periods will not exceed the allowance for loan losses. In addition, federal and state regulators
periodically review Peoples’ allowance for loan losses as part of their examination process and may require
management to increase the allowance or recognize further loan charge-offs based on judgments different than those of
management. Any increase in the provision for loan losses would decrease Peoples’ pretax and net income.

Adverse Conditions in the Real Estate Markets and General Economy May Adversely Impact Peoples’ Results
of Operations.

During 2008, general economic conditions throughout the United States deteriorated and unemployment increased, as
business activity across a wide range of industries and regions reduced significantly from a lack of consumer spending
and lack of liquidity in the credit markets. In addition, the values of nearly all asset classes, including commercial real
estate, decreased significantly, which has led to many loans becoming under-collateralized. These conditions have
caused many financial institutions, including Peoples, to increase their allowance for loan losses, thereby reducing
earnings. The conditions have also led to the failure or merger of a number of prominent financial institutions. The
increased level of financial institution failures, or near failures, has resulted in higher default rates on securities,
including bank-issued trust preferred securities, and contracts entered into with such entities as counterparties, which
placed additional stress on the market and reduced investor confidence. Consequently, the cost and availability of
liquidity have been adversely affected, despite significant actions by the Federal Reserve Board and the Federal
government. In addition, Peoples could recognize additional impairment losses on its investment in trust preferred
securities should default rates increase due to adverse conditions within the financial services industry.

Peoples’ success depends primarily on the general economic conditions in the specific local markets in which it
operates. The local economies of Peoples’ market area historically have been less robust than the economy of the
nation as a whole and typically are not subject to the same fluctuations as the national economy. Adverse economic
conditions in Peoples’ market area, including the loss of certain significant employers, could reduce Peoples’ growth
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rate, affect borrowers’ ability to repay their loans and generally affect Peoples’ financial condition and results of
~operations. Furthermore, continued declines in real estate values could cause additional loans to become under-
collateralized and require further increases to the allowance for loan losses.

Adverse Changes in the Financial Markets May Adversely Impact Peoples’ Results of Operations.

Over the last several months, the global financial markets have been characterized by substantially increased volatility
and short-selling and an overall loss of investor confidence, initially in financial institutions, but more recently in
companies in a number of other industries and in the broader markets. Peoples generally invests in obligations of the
U.S. Treasury, agencies and corporations of the U.S. government, including mortgage-backed securities, bank eligible
obligations of any state or political subdivision in the U.S., and bank eligible corporate obligations, including private-
label mortgage-backed securities. While most of these investments may have limited credit risk, all are subject to
changes in market value due to changing interest rates and implied credit spreads. Additionally, certain investment
securities held by Peoples represent beneficial interests in structured investments, which are collateralized by
residential mortgages, debt obligations and other similar asset-backed assets. These structured investments are
generally rated investment grade by credit rating agencies at the time of Peoples’ initial investment, although the credit
ratings are subject to change due to deterioration in the credit quality of the underlying collateral. In recent months,
these types of structured investments have been subject to significant market volatility due to the uncertainty of the
credit ratings, deterioration in credit losses occurring within certain types of residential mortgages, changes in
prepayments of the underlying collateral and the lack of transparency related to the investment structures and the
collateral underlying the structured investment vehicles, which resulted in Peoples recognizing impairment charges on
certain investment securities during 2007 and 2008. Given recent market conditions and changing economic factors,
Peoples may be required to recognize additional impairment charges on securities held in its investment portfolio in the
future.

Changes in Accounting Standards, Policies, Estimates or Procedures May Impact Peoples’ Reported Financial
Condition or Results of Operations.

The accounting standard setters, including the Financial Accounting Standards Board, the SEC and other regulatory
bodies, periodically change the financial accounting and reporting standards that govern the preparation of Peoples’
Consolidated Financial Statements. These changes can be difficult to predict and can materially impact how Peoples
records and reports its financial condition and results of operations. In some cases, Peoples could be required to apply a
new or revised standard retroactively, resulting in the restatement of prior period financial statements. In addition, the
preparation of consolidated financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make significant estimates that affect the financial statements. Due
to the inherent nature of these estimates, no assurance can be given that Peoples will not be required to recognize
significant, unexpected losses due to actual results varying materially from management’s estimates. Additional
information regarding Peoples’ critical accounting policies and the sensitivity of estimates can be found in the section
captioned “Critical Accounting Policies” in Item 7 of this Form 10-K.

Peoples May Be Named as a Defendant From Time to Time in a Variety of Litigation And Other Actions,
Which Could Have a Material Adverse Effect on Peoples’ Financial Condition And Results of Operations.
Peoples or one of its subsidiaries may be named as a defendant from time to time in a variety of litigation arising in the
ordinary course of their respective businesses. Such litigation is normally covered by errors and omissions or other
appropriate insurance. However, significant litigation could cause Peoples to devote substantial time and resources to
defending its business or result in judgments or settlements that exceed insurance coverage, which could have a
material adverse effect on Peoples’ financial condition and results of operation. Further, any claims asserted against
Peoples, regardless of merit or eventual outcome may harm Peoples’ reputation and result in loss of business. In
addition, Peoples may not be able to obtain new or different insurance coverages or adequate replacement policies with
acceptable terms.

The Financial Services Industry Is Very Competitive.

Peoples experiences significant competition in originating loans, principally from other commercial banks, savings

associations and credit unions. Several of Peoples’ competitors have greater resources, larger branch systems and a
wider array of banking services. This competition could reduce Peoples’ net income by decreasing the number and
size of loans that it originates and the interest rates it may charge on these loans. For a more complete discussion of
Peoples’ competitive environment, see “Competition” in Item 1 of this Form 10-K. If Peoples is unable to compete
effectively, Peoples will lose market share and income from deposits, loans and other products may be reduced.



¢ Peoples’ Ability to Pay Dividends Is Limited.
Peoples is a separate and distinct legal entity from its subsidiaries. Peoples receives nearly all of its revenue from
dividends from Peoples Bank, which are limited by federal banking laws and regulations. These dividends also serve
as the primary source of funds to pay dividends on Peoples” Common Shares and interest and principal on Peoples’
debt. The inability of Peoples Bank to pay sufficient dividends to Peoples could have a material, adverse effect on
Peoples’ business. In addition, Peoples’ participation in the U.S. Treasury’s TARP Capital Purchase Program currently
restricts the ability to increase the dividend payable to holders of Common Shares without prior approval of the U.S.
Treasury. Further discussion of Peoples’ ability to pay dividends can be found under the captions “Supervision and
Regulation-TARP Capital Purchase Program” and “Supervision and Regulation-Dividend Restrictions™ in Item | of
this Form 10-K and Note 16 of the Notes to the Consolidated Financial Statements.

e Government Regulation Significantly Affects Peoples’ Business.
The banking industry is heavily regulated under both federal and state law. Peoples is subject to regulation and
supervision by the Federal Reserve Board, and Peoples Bank is subject to regulation and supervision by the OCC, and
secondarily the FDIC. These regulations are primarily intended to protect depositors and the federal deposit insurance
funds, not Peoples’ shareholders. Peoples’ non-bank subsidiaries are also subject to the supervision of the Federal
Reserve Board, in addition to other regulatory and self-regulatory agencies including the SEC and state securities and
insurance regulators. Regulations affecting banks and financial services businesses are undergoing continuous change,
and management cannot predict the effect of those changes. Regulations and laws may be modified at any time, and
new legislation may be enacted that affects Peoples and its subsidiaries. Any modifications or new laws could
adversely affect Peoples’ business. Further information about government regulation of Peoples’ business can be
found under the caption “Supervision and Regulation™ in Item 1 of this Form 10-K.

As a participant in the TARP Capital Purchase Program, Peoples agreed to various requirements and restrictions
imposed by the U.S. Treasury on all participants, which included a provision that the U. S. Treasury could change the
terms of participation at any time. Further information regarding the current requirements and restrictions imposed on
Peoples can be found under the caption “Supervision and Regulation — TARP Capital Purchase Program” in Item | of
this Form 10-K.

¢ Recent Legislative and Regulatory Initiatives to Address Difficult Market and Economic Conditions May Not
Stabilize the U. S. Banking System and May Significantly Affect Peoples’ Financial Condition, Results of
Operation, Liquidity or Stock Price.
In 2008 and continuing into 2009, the U.S. government and various regulatory agencies, including the Federal Reserve
Board, FDIC and SEC, have undertaken numerous initiatives intended to stabilize the U.S. banking system and address
the liquidity and credit crisis that has followed the sub-prime mortgage market crisis that began in 2007.

Specifically. the EESA created the Troubled Assets Relief Program (“TARP”) intended to encourage financial
institutions to increase their lending to customers and each other, as well as increased federal deposit insurance
coverage limits through the end of 2009. The ARRA includes a wide array of programs intended to stimulate the
economy and provide for extensive infrastructure, energy, health and education needs. Other initiatives have included
homeowner relief that encourages loan restructuring and modification; the establishment of significant liquidity and
credit facilities for financial institutions and investment banks; the lowering of the Federal Funds rate; emergency
action against short selling practices: a temporary guarantee program for money market funds; the establishment of a
commercial paper funding facility to provide back-stop liquidity to commercial paper issuers: and coordinated
international efforts to address illiquidity and other weaknesses in the banking sector.

The legislative and regulatory initiatives described above may not have their desired effects. as asset values have
continued to decline and access to liquidity continues to be limited. If the volatility in the markets continues and
economic conditions fail to improve or worsen, Peoples’ business, financial condition and results of operations could
be materially and adversely atfected.

e Because of Peoples’ Participation in the TARP Capital Purchase Program, Peoples Is Subject to Several
Restrictions on Compensation Paid to Peoples’ Executive Officers.
As a recipient of government funding under the TARP Capital Purchase Program, Peoples must comply with the
executive compensation and corporate governance standards imposed by the ARRA. These restriction are more fully
described in Item 1 of this Form 10-K under the caption “Supervision and Regulation-TARP Capital Purchase
Program”. These standards, which are more stringent than those previously proposed by the U.S. Treasury, could
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impact Peoples’ ability to retain key executives or cause Peoples to make material changes to its current compensation
plans and philosophy that could result in higher compensation costs in future periods. It is unclear how these standards
will relate to the similar standards announced by the U.S. Treasury in the guidelines it issued on February 4, 2009, or
whether the standards will be considered effective immediately or only after the U.S. Treasury adopts implementing
regulations.

The Series A Preferred Shares Impact Net Income Available to Peoples’ Common Shareholders And the
Warrant May Be Dilutive to Peoples’ Common Shareholders.

While the additional capital Peoples raised through its participation in the TARP Capital Purchase Program provides
further funding to Peoples’ business and Peoples believes has improved investor perceptions with regard to Peoples’
financial position, such capital has increased Peoples’ equity and the number of dilutive outstanding Common Shares
as well as Peoples’ preferred dividend requirements. The dividends declared and the accretion of discount on the
Series A Preferred Shares will reduce the net income available to holders of Peoples’ Common Shares and Peoples’
earnings per common share. The Series A Preferred Shares will also receive preferential treatment in the event of
Peoples’ liquidation, dissolution or winding up. Additionally, the ownership interest of the existing holders of Peoples’
Common Shares will be diluted to the extent the Warrant Peoples issued to the U.S. Treasury in conjunction with the
sale to the U.S. Treasury of the Series A Preferred Shares is exercised. Although the U.S. Treasury has agreed not to
vote any of the Common Shares it receives upon exercise of the Warrant, a transferee of any portion of the Warrant or
of any Common Shares acquired upon exercise of the Warrant is not bound by this restriction.

If Peoples Is Unable To Redeem The Series A Preferred Shares After Five Years, The Cost Of This Capital To
Peoples Will Increase Substantially.

If Peoples is unable to redeem the Series A Preferred Shares prior to February 15, 2014, the cost of this capital to
Peoples will increase substantially on that date, from 5.0% per annum to 9.0% per annum. Depending on Peoples’
financial condition at the time, this increase in the annual dividend rate on the Series A Preferred Shares could have a
material negative effect on Peoples’ liquidity.

Material Breaches in Security of Peoples’ Systems May Have a Significant Effect on Peoples’ Business.

Peoples collects, processes and stores sensitive consumer data by utilizing computer systems and telecommunications
networks operated by both Peoples and third party service providers. Peoples has security and backup and recovery
systems in place, as well as a business continuity plan, to ensure the computer systems will not be inoperable. to the
extent possible. Peoples also has implemented security controls to prevent unauthorized access to the computer
systems and requires its third party service providers to maintain similar controls. However, management cannot be
certain that these measures will be successful. A security breach of the computer systems and loss of confidential
information. such as customer account numbers and related information. could result in a loss of customers’ confidence
and, thus, loss of business.

Peoples and Its Subsidiaries Are Subject to Examinations And Challenges by Tax Authorities.

In the normal course of business, Peoples and its subsidiaries are routinely subject to examinations and challenges from
federal and state tax authorities regarding positions taken regarding their respective tax returns. State tax authorities
have become increasingly aggressive in challenging tax positions taken by financial institutions, especially those
positions relating to tax compliance and calculation of taxes subject to apportionment. Any challenge or examination
by a tax authority may result in adjustments to the timing or amount of taxable net worth or taxable income or
deductions or the allocation of income among tax jurisdictions.

Management believes it has taken appropriate positions on all tax returns filed. to be filed or not filed and does not
anticipate any examination would have a material impact on Peoples’ Consolidated Financial Statements. However,
the outcome of such examinations and ultimate resolution of any resulting assessments are inherently difficult to
predict. Thus, no assurance can be given that Peoples’ tax liability for any tax year open to examination will not be
different than what is reflected in Peoples’ current and historical Consolidated Financial Statements. Further
information can be found in the *“Critical Accounting Policies — Income Taxes” section of “Management’s Discussion
and Analysis of Results of Operation and Financial Condition” included in this Form 10-K.

Anti-Takeover Provisions May Delay Or Prevent an Acquisition Or Change in Control by a Third Party.
Provisions in the Ohio General Corporation Law and Peoples’ amended articles of incorporation and code of
regulations, including a staggered board and a supermajority vote requirement for significant corporate changes, could
discourage potential takeover attempts and make attempts by shareholders to remove Peoples’ Board of Directors and
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management more difficult. These provisions may also have the effect of delaying or preventing a transaction or
change in control that might be in the best interests of Peoples™ shareholders.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.

ITEM 2. PROPERTIES

Peoples’ sole banking subsidiary. Peoples Bank. generally owns its offices, related facilitics and unimproved real
property. In Ohio, Peoples Bank operates offices in Marietta (4 offices), Belpre (2 offices), Lowell, Lower Salem, Reno,
Nelsonville (2 offices). Athens (3 offices), The Plains, Middleport, Rutland, Pomeroy (2 offices), Gallipolis, Cambridge (2
offices), Byesville, Quaker City, Flushing. Caldwell, McConnelsville, Baltimore. Carroll, Lancaster (2 offices) and
Westerville. In West Virginia, Peoples Bank operates offices in Huntington (2 offices). Parkersburg (3 offices). Vienna.
Point Pleasant (2 offices), New Martinsville (2 offices) and Steelton. In Kentucky. Peoples Bank's office locations include
Greenup, Summit, Ashland and Russell. Of these 47 offices, 12 are leased and the rest are owned by Peoples Bank.

Peoples Insurance Agency rents office space in various Pecoples Bank offices. In addition, Peoples Insurance Agency
leases office buildings in Marietta, Ohio. and Ashland. Kentucky.

Rent expense on the leased properties totaled $732.000 in 2008, which excludes intercompany rent expense. The
following are the only properties that have a lease term expiring on or before June 2010:

(a)

Location Address Lease Expiration Date

Marietta Kroger Office 40 Acme Street April 2009
Marietta. Ohio

New Martinsville Wal-Mart Office 1142 South Bridge Street April 2009
New Martinsville. West Virginia

Barengo Agency Office 416 Hart Street May 2009
Marietta, Ohio

Vienna Wal-Mart Office 701 Grand Central Avenue June 2009
Vienna. West Virginia

Parkersburg Wal-Mart Office 2900 Pike Street January 2010
Parkersburg, West Virginia

Westerville Office 515 Executive Campus Drive April 2010
Westerville, Ohio

Lancaster Wheeling Street Office 117 West Wheeling Street June 2010

Lancaster. Ohio

“ Information represents the ending date of the current lease period. Peoples may have the option to renew the lease
beyond this date under the terms of the lease agreement and intends to renew all expiring leases unless otherwise
disclosed in this Item 2.

Additional information concerning the property and equipment owned or leased by Peoples and its subsidiaries is
incorporated herein by reference from Note 5 of the Notes to the Consolidated Financial Statements.



ITEM 3. LEGAL PROCEEDINGS

In the ordinary course of their respective businesses or operations, Peoples or one of its subsidiaries may be named as a
plaintiff, a defendant, or a party to a legal proceeding or any of their respective properties may be subject to various
pending and threatened legal proceedings and various actual and potential claims. In view of the inherent difficulty of
predicting the outcome