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A message from 
Frank H. Hamlin, III, 
President and CEO 

February 12, 2017

Dear Shareholders,

 I am happy to report that 2016 left us in good standing. In fact, 2016 treated us quite well. Loan growth was 6% over year-end  

2015 compared to budgeted growth of 4%. We are on the cusp of crossing over the $2.0 billion mark for total loans. Total assets 

grew 9% over 2015 to $2.5 billion. We saw an increase in total deposits of close to 13% over 2015 against a budgeted increase  

of 7%. We can attribute some of the deposit growth to the KeyBank/First Niagara merger. However, most of the unexpected 

growth was through “block and tackle” account acquisition throughout our marketplace. Our exceptional brand recognition  

and reputation in the communities in which we live, work, and play have never been more evident. 

 Our net income and earnings per share each increased approximately 7%, rising to $22.5 million and $11.84, respectively, in 

2016. We continue to benefit from an increasingly improving asset quality across our loan portfolios, resulting in lower provision 

for loan losses of $1.3 million compared to 2015 and $0.7 million compared to budget. I am particularly pleased to report these 

results in spite of the sustained very low interest rate environment. We have continued to maintain our focus and strategy of not 

reaching out long term for yield on our investments and maintaining loan assets on our books with as short a term or re-pricing 

duration as possible. We continue to be positioned favorably for potential future interest rate increases. 

 From a non-interest income standpoint, our mortgage operation came in significantly over budget, but this was offset by 

lower-than-budgeted revenues from our trust and investment areas. Although our Assets Under Administration goals were 

substantially met by the end of 2016, ending with a market value of $2.8 billion (an 8% increase from 2015), many of those assets 

came late in the year and thus did not have the anticipated impact on 2016 revenue targets. Those assets, nonetheless, will help 

us toward our 2017 targets.

 Our ability to exceed our total budget expectation came in part from additional revenues associated with our commercial 

loan interest rate swap program. This product offering allows us to provide larger clients with long-term interest rate options 

while reducing the Bank’s overall interest rate risk. Our lenders have been trained in the correct usage of the product offering’s 

application and customer feedback has been very positive. We continue to maintain our strong underwriting, administration,  

safety, and soundness principles with the application of the commercial loan interest rate swap program. I thank the  

commercial and credit groups for getting their heads around this product and specifically recognize Mr. Charles Vita for  

his efforts in getting this up and running. Well done to all!

 Recently, I have been questioned multiple times regarding how the most recent election results will affect Canandaigua 

National Corporation (CNC). All I can say is, “Your guess is as good as any.” The popular vote was essentially a 50/50 split 

between presidential candidates, which indicates to me that no matter what happens politically and legislatively, a large 

percentage of the populous is not going to be happy. Thus, the longevity of any substantive change will be tenuous. My only 

prediction is that we can plan on uncertainty as the norm for the foreseeable future. 

 With the above in mind, the regulators are looking at the creation of a financial technology banking charter in order to 

garner some control over this evolving industry. We have seen the technology industry jump into the financial sector with vigor. 

Tech companies have come to the realization that the financial industry, especially the consumer and commercial banking 

sectors, is inundated with regulation and large capital requirements. Some have managed this process by partnering with  

legitimate financial companies, while many have merely failed. Nonetheless, we will be watching as the “FinTech Charter” 

conversation evolves with an eye toward any potential strategic implications it may have on our business.



 Turning to our interest rate environment, over the last several years, analysts and economists have been predicting  

a relatively divergent set of interest rate outcomes. The majority of those predictions have consistently and substantively  

overestimated what actually happened. As a substantial proportion of our revenues is derived from interest income, we have 

become more and more conservative from a planning perspective, by forecasting little to no interest rate movement.

 In December 2015, the Federal Reserve (Fed) raised the Fed funds target rate to 50 basis points (bps). There it remained until 

December 2016, when the Fed increased the target rate to 75 bps. Thus, on the last day of 2016, the effective Fed funds rate was  

55 bps. With respect to 2017, we expect another interest rate increase of 25 bps mid-year and maybe another at year-end, the 

latter having little effect on the year’s revenues. As we have absolutely no control over Federal Reserve decisions, we have 

planned for 2017 in a manner to allow for no movement in the Fed funds rate to ensure we hit our planning targets.

 In 2016, we pushed the conversion of our debit cards to those that use the “chip”-based security features. This technology 

has long been used overseas and has shown success in its ability to limit fraud and protect personal data in the card-present 

environment. The new cards are designed to improve payment security and to make it more difficult for fraudsters to  

successfully duplicate cards. The basis of the improved security lies in the fact that a chip card generates a one-time  

authentication code each time it is used at a terminal designed for its use, a code that cannot be used again. In contrast,  

the magnetic stripe on a traditional card contains data that does not change and has proven to be easily copied or skimmed  

with a relatively inexpensive card-reading device—enabling criminals to subsequently produce counterfeit cards. If someone 

were to steal the chip information from a retail point of sale, the counterfeit card would not work because the code used in  

that stolen transaction cannot be used again—the card would be rejected. It may not hold true that this technology will stem 

the numerous data breaches that have plagued all of us, but it should make the criminal effort less fruitful. 

 It is important to note, however, that this technology does not affect fraud occurring online, or in any environment in which 

the card is not present. There is an expectation that criminals will proceed to redirect their attention to online transactions, 

which continue to present them with a relatively positive risk/reward proposition. Thankfully, we have not yet witnessed a 

material shift or increase in online fraud. We stay committed to keep abreast of technologies that strive to keep pace with  

new developments with respect to this prediction. 

 As of this writing, we are nearing completion of converting both our consumer and business customers to their chip-

enhanced debit cards. All customers have been sent the enhanced cards, and the vast majority of those regularly using their 

debit cards have activated their chip cards. Overall, we have witnessed a relatively quick and positive evolution of the customer 

experience at the point of sale as customers become more accustomed to using the chip versus swipe functionality. In addition, 

the experience of the consumer across the various retail chip-reader systems has become relatively normalized. Thus, the 

national conversion to this standard has gone better than anticipated, and it appears those arguments made against this move 

have been either wrong or largely overstated. 

 In 2016, we also commenced in earnest the conversion of the core/primary trust accounting system, which is used to 

manage, track, and report the $2.8 billion of client assets managed by our trust administration and investment businesses.  

We had been using the prior system for more than 20 years and materially customized its programing and shaped our human 

structures and business processes around the same. In an effort to obtain an optimal system that provides the best service  

for our customers and aligns with our strategic imperatives for data management, we formed a project team and executed  

our evaluation process that focused upon a range of considerations from expected customer experience and compliance to 

administration, operations efficiency, data access and usability, and many other factors, finally arriving upon the decision to 

move forward with a new system vendor.

 As with any core system conversion, the complexities involved due to the amount of customer data and what needs to be 

done with it are mind-numbing. A formal change management process and an enormous amount of quality control are necessary 



in every step of the process in order to recognize the functionality within the system and then to understand how changes impact 

and integrate with other electronic and human processes. At the end of the third quarter, we went live on the new system, 

which, as sometimes happens, has commenced a fresh round of quality control activities and required functionality challenges. 

There has been some customer impact and we have made efforts to mitigate any potentially negative effects. We have used the 

opportunity to have conversations with customers and explore ways to address the issues and deepen our relationships.

 I specifically mention Kurt Rosen and Marie Dastin who were the project leads for this conversion. Many people have been 

involved and affected by core conversions. Very few people have been in a position to witness, up close, what is actually involved 

in projects of this scope. The organization, attention to detail, and ability to concentrate and coordinate the energies of others 

required to navigate this kind of project are nothing short of extraordinary! I would also like to mention Beth Uhlen, our Trust 

Operations Manager, and her colleagues who have risen to the many challenges inherent in using a completely new system and 

the changes that it necessitates. I recognize Scott Trumbower and his team (the trust and investment administration side of 

the Wealth Strategies Group) for working closely with operations and providing additional people to help with a variety of tasks. 

Finally, I would also like to recognize JoAnn Roberts, our Trust Compliance Officer, who continues to work with the vendor  

to develop efficient compliance modules for the system that did not previously exist and of which is a significant undertaking.  

The project remains open and the efforts of the team are ongoing at this time.

 Through this process, we have seen a variety of different teams throughout the entirety of our wealth management system 

pull together as one. This has certainly enhanced awareness across various functions as to the challenges, importance, and 

complexity involved in delivering on the high-quality customer experience for which we are known. It is exciting to contemplate 

how this renewed sense of purpose and awareness will be used to better meet the ultimate needs of our client base.

 In connection with the conversion, and in concert with the broader investment management industry, we modified our  

structure for determining fees for the majority of our clients to a monthly valuation basis. Previously, fees were set based  

upon the market value of assets at a specific time once a quarter. This has potential to give rise to volatility in fees depending  

on what happened in the markets on that particular day juxtaposed to a normalized market valuation for the given pricing  

period. It was suggested that taking fees on a monthly valuation basis versus a quarterly basis would buffer the impact of  

severe market movement and thus when in a volatile market environment, more accurately reflect the value proposition we  

have with our customers.

 The year 2016 brought us some material movements from a staffing perspective in light of anticipated retirements. After 45 

years, Richard Hawks Jr. has retired. Mr. Hawks can take substantial credit for the development, care, and nurturing of our trust and 

investment areas over a career that saw enormous growth in those areas! Additionally, William (Billy) Van Damme retired after 36 

years of service. Mr. Van Damme was responsible for our residential construction lending program which is often specifically cited 

as a key factor of differentiation that elevates Canandaigua National Bank (CNB) above all of our competitors in the residential 

lending space! Thank you both for your countless contributions to the development and growth of this enterprise.

 In anticipation of the retirement of Steve Swartout, our Executive Vice President, in 2017, we have already started  

specifically defining his areas of responsibility, the lion’s share of which is being cast upon Roz Zatyko who formerly served  

as the head of our Credit Risk Department and Commercial underwriting area. 

 Roz was asked to join the Executive Team, and only upon receiving counsel from her children and spouse—and after 

several weeks of contemplation—agreed to the challenge. Prior to joining CNB, Roz was a federal bank examiner who specifically 

examined CNB, and in a bit of irony, was hired by us to put into effect and manage the recommendations made by her as our 

examiner. Under the stewardship of Jim Minges (then chief of Commercial Lending), Roz developed the credit administration 

program we have and rely upon today. This role directly impacts loan decisioning, thus approximately 10 years ago, it was 

decided that it would be more appropriate for this role to report to the Risk area of the bank instead of Commercial Lending. 



 The addition of Mrs. Zatyko to the Executive Team brings us an intimate working knowledge of our lending policies,  

procedures, and underwriting requirements as they flow into our various lending product portfolios. Additionally, she has 

intimately studied our portfolios in order to understand the effect any number of variables will likely have upon loan quality  

and thus the propensity for default. Having this level of expertise at the table will enhance our strategic discussions as we 

contemplate modifications in existing loan products and novel lending opportunities we may want to pursue. Needless to  

say, I am very pleased to announce Mrs. Zatyko’s promotion to the Executive Team! Her transition into Mr. Swartout’s role  

is already well on its way and will continue in 2017 with Mr. Swartout working in parallel until completed. Any legal inquiries  

that would formerly be addressed to Steve may now be addressed to Jennifer Weidner, Esq., who has assumed the role of 

General Counsel.

 For 2017, we will continue executing upon our stated goal of balanced growth and profitability, all the while moving back 

into alignment with our target financial ratios. Competition within our market continues to be tight, yet no more so than in 

previous years. We will continue to build upon our previous success by listening to our customers and bringing them solutions, 

and thus an experience unmatched by others. CNC continues to be blessed with a unique and high-quality group of employees 

who consistently deliver value to our customers and community. To you, the shareholder, thank you for not only recognizing the 

varied roles we serve to the benefit of our communities, but also for your willingness to proactively invest in them.

Yours,

Frank H. Hamlin, III

President and CEO
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Annual Meeting 

 
The Annual Meeting of Shareholders of Canandaigua National Corporation (the Company) will be held at the Main Office of 
The Canandaigua National Bank and Trust Company, 72 South Main Street, Canandaigua, NY, 14424; Wednesday, April 
12, 2017, at 1:00 p.m.
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Presented below is a summary of selected financial highlights to help you see a snapshot of our performance for the past five 
years. Balance sheet information is as of the year end, while income statement and average balance information is for the full-
year period.  This and all information concerning our financial performance should be read in conjunction with the Consolidated 
Financial Statements and Notes thereto. 

 
Financial Highlights 

(Dollars in thousands except per share data) 
  2016  % Change  2015  2014  2013  2012  

Income Statement Information:                   

   Net interest income $  76,692     5.3  %   72,852     69,861     65,699     65,603   
   Provision for loan losses $  4,349    (23.6) %   5,695     4,590     3,105     4,300   
   Non-interest income $  42,615     7.0  %   39,836     37,522     36,403     34,708   

   Operating expenses $  80,467     7.0  %   75,209     71,703     70,178     68,960   
   Income taxes $  11,998     11.2  %   10,793     10,466     9,791     8,434   
   Net income attributable to CNC $  22,488     6.8  %   21,064     20,712     19,422     18,837   
                    Balance Sheet Data - Period End:                   

   Investments(1) $  336,737     3.9  %   324,043     285,300     297,438     281,357   

   Loans, net $  1,940,994     5.9  %   1,832,066     1,720,154     1,545,603     1,441,455   
   Assets $  2,476,109     9.0  %   2,271,509     2,117,469     1,963,014     1,887,028   
   Deposits $  2,043,625     12.6  %   1,815,383     1,728,522     1,722,857     1,662,863   
   Borrowings(2) $  212,002    (14.9) %   249,195     196,072     60,307     55,843   

   Equity $  194,477     5.9  %   183,606     170,327     156,718     144,363   
                    Balance Sheet Data - Average:                   

   Investments(1) $  316,785     10.2  %   287,571     288,727     285,050     276,661   

   Loans, net $  1,887,178     6.5  %   1,771,981     1,653,108     1,469,954     1,383,345   
   Assets $  2,371,117     7.8  %   2,199,174     2,052,207     1,909,768     1,822,867   

   Deposits $  1,920,052     7.8  %   1,780,577     1,736,310     1,682,229     1,605,336   

   Borrowings(2) $  217,916    (1.0) %   220,087     130,386     55,769     52,878   

   Equity $  188,156     7.9  %   174,399     160,564     150,486     138,171   
                    Asset Under Administration:(3)                   

   Book value (cost basis) $  2,384,877     4.5  %   2,282,952     2,144,170     2,009,225     1,879,397   

   Market value $  2,787,506     8.2  %   2,576,610     2,557,250     2,436,334     2,115,346   
                    Per Share Data:                   

   Net income, basic $  11.97     7.0  %   11.18     11.01     10.26     9.98   

   Net income, diluted $  11.84     7.2  %   11.05     10.84     10.09     9.76   
   Cash dividends(4) $  3.87     4.9  %   3.69     3.51     1.68     4.74   

   Book Value $  103.87     7.3  %   96.77     89.91     82.43     74.64   
   Closing stock price(5) $  153.79     3.4  %   148.72     148.95     150.41     141.03   
   Weighted average share - diluted $  1,899,206    (0.4) %   1,907,071     1,910,895     1,925,486     1,929,360   
                    Other ratios:                   

   Return on average assets   0.95  %  (1.0) %   0.96  %   1.01  %   1.02  %   1.03  % 

   Return on average equity   11.95  %  (1.1) %   12.08  %   12.90  %   12.91  %   13.63  % 

   Return on beginning equity   12.25  %  (1.0) %   12.37  %   13.22  %   13.45  %   13.93  % 

   Dividend payout(4)   32.68  %  (2.2) %   33.41  %   32.38  %   16.65  %   48.57  % 

   Average equity to average assets   7.94  %   0.1  %   7.93  %   7.82  %   7.88  %   7.58  % 

   Net interest margin   3.50  %  (2.2) %   3.58  %   3.70  %   3.79  %   4.02  % 

   Efficiency(6)   66.71  %   1.3  %   65.86  %   65.75  %   67.52  %   67.25  % 

                    Employees (year end)                   
 Total   533     0.6  %   530     526     509     521   
 FTE's   491     1.0  %   486     478     461     464   

 
(1)   Includes the Company's investment in Federal Reserve Bank stock and Federal Home Loan Bank stock. 
(2)   Includes junior subordinated debentures. 
(3)   These assets are held in a fiduciary or agency capacity for clients and are not included in our balance sheet. 
(4)   2012 includes $1.63 per share accelerated to December 2012 from February 2013. 
(5)   For the respective year, price is based upon last sealed-bid auction administered by the Bank’s Trust Department in December 2015  
(6)   Operating expenses, exclusive of intangible amortization, divided by total revenues. 
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Our Common Stock 

 
Information about beneficial ownership of the Company's stock by directors and certain officers is set forth in the Company’s 
Proxy Statement for the Annual Meeting of Shareholders. Market value and dividend information is set forth in the table below.  
The Company currently pays a semi-annual dividend in February and August (exclusive of the acceleration of February 2013’s 
dividend to December 2012).  We expect to continue to pay cash dividends to our stockholders for the foreseeable future. 
  
While the Company's stock is not actively traded, from time to time, shareholders sell shares to interested persons in sealed-
bid public auctions administered by the Bank’s Trust Department at the request of selling shareholders. Our stock is not listed 
with a national securities exchange. Due to the limited number of transactions, the quarterly high, low and weighted average 
sale prices may not be indicative of the actual market value of the Company's stock. The following table sets forth a summary 
of transactions by selling shareholders and bidders in the Company's common stock during each period for transactions that 
were administered by the Bank’s Trust Department.  Also included are the book value at quarter end, and semi-annual 
dividends paid per share since the first quarter of 2012. The $1.63 per share dividend paid in December 2012 was accelerated 
from the semi-annual dividend payment that would have been paid in February 2013. 
 

 
  #   Quarterly   Quarterly   Quarterly       

  Shares   Average   High   Low   Book   Dividend 

  Sold   Sales Price   Sales Price   Sales Price   Value   Paid 

2016                  

  4th Quarter   6,955   $  152.86   $  169.02   $  150.95   $  103.87     -    

  3rd Quarter   2,231   $  152.22   $  155.00   $  149.00   $  101.90   $  1.95  

  2nd Quarter   5,996   $  150.88   $  155.00   $  146.00   $  100.75     -    

  1st Quarter   1,439   $  148.57   $  150.10   $  146.00   $  97.77   $  1.92  

                  

2015                  

  4th Quarter   3,673   $  147.33   $  151.60   $  141.00   $  96.77     -    

  3rd Quarter   1,880   $  142.81   $  150.00   $  140.00   $  93.79   $  1.86  

  2nd Quarter   5,704   $  145.65   $  151.00   $  140.00   $  92.60     -    

  1st Quarter   2,809   $  147.44   $  153.00   $  140.00   $  89.57   $  1.83  

                  

2014                  

  4th Quarter   4,449   $  149.27   $  156.30   $  147.00   $  89.91     -    

  3rd Quarter   4,141   $  150.05   $  156.78   $  146.00   $  87.38   $  1.83  

  2nd Quarter   5,051   $  149.22   $  163.03   $  144.00   $  85.60     -    

  1st Quarter   2,696   $  151.76   $  163.00   $  148.00   $  83.11   $  1.68  

                  

2013                  

  4th Quarter   5,495   $  148.83   $  162.60   $  145.00   $  82.43     -    

  3rd Quarter  None   N/A   N/A   N/A  $  80.45   $  1.68  

  2nd Quarter   5,941   $  144.39   $  155.00   $  137.50   $  80.28     -    

  1st Quarter   4,909   $  141.96   $  175.00   $  135.00   $  77.55     -    

                  

2012                  

  4th Quarter   5,034   $  145.51   $  170.00   $  125.00   $  74.64   $  1.63  

  3rd Quarter   2,748   $  148.70   $  190.00   $  138.00   $  73.42   $  1.61  

  2nd Quarter   10,635   $  152.17   $  185.00   $  137.51   $  72.57     -    

  1st Quarter   1,926   $  147.48   $  165.78   $  141.93   $  71.00   $  1.50  
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Management Report on the Effectiveness of  
Internal Controls over Financial Reporting 

 
Canandaigua National Corporation and subsidiaries’ (the "Company") internal control over financial reporting is a process 

designed and effected by those charged with governance, management, and other personnel, to provide reasonable 

assurance regarding the reliability of financial reporting and the preparation of reliable financial statements in accordance 

with accounting principles generally accepted in the United States of America and financial statements for regulatory 

reporting purposes, i.e., the Consolidated Financial Statements for Bank Holding Companies (Form FR Y-9C). The 

Company's internal control over financial reporting includes those policies and procedures that (1) pertain to the 

maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets 

of the Company; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of 

financial statements in accordance with accounting principles generally accepted in the United States of America and 

financial statements for regulatory reporting purposes, and that receipts and expenditures of the Company are being made 

only in accordance with authorizations of management and directors of the Company; and (3) provide reasonable assurance 

regarding prevention, or timely detection and correction of unauthorized acquisition, use, or disposition of the Company's 

assets that could have a material effect on the financial statements. 

Because of its inherent limitations, internal control over financial reporting may not prevent, or detect and correct 

misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may 

become inadequate because of changes in conditions, or that the degree of compliance with the policies and procedures 

may deteriorate. 

Management is responsible for establishing and maintaining effective internal control over financial reporting including 

controls. Management assessed the effectiveness of the Company's internal control over financial reporting, including 

controls over the preparation of regulatory financial statements in accordance with the instructions for the Consolidated 

Financial Statements for Bank Holding Companies (FR Y-9C), as of December 31, 2016, based on the framework set forth 

by the Committee of Sponsoring Organizations of the Treadway Commission in Internal Control--Integrated Framework 

(1992). Based on that assessment, management concluded that, as of December 31, 2016, the Company's internal control 

over financial reporting, including controls over the preparation of regulatory financial statements in accordance with the 

instructions for the Consolidated Financial Statements for Bank Holding Companies, is effective based on the criteria 

established in Internal Control--Integrated Framework (1992).  

KPMG LLP, an independent registered public accounting firm, audited the effectiveness of the Company’s internal control 

over financial reporting, including controls over the preparation of regulatory financial statements in accordance with the 

instructions for the Consolidated Financial Statements for Bank Holding Companies (Form FR Y-9C), as of December 31, 

2016, as stated in their report dated February 22, 2017. 

Management is also responsible for complying with federal laws and regulations concerning dividends to insiders, 

designated by the FDIC as safety and soundness laws and regulations. 

Management assessed compliance with the aforementioned designated safety and soundness laws and regulations.  Based 

on this assessment, management believes that the Company complied, in all material respects, with such designated laws 

and regulations relating to safety and soundness during the year ended December 31, 2016. 

 
February 22, 2017 
 

  
 
Frank H. Hamlin, III  Lawrence A. Heilbronner-Kolthoff 
President and Chief Executive Officer  Executive Vice President and Chief Financial Officer 
 



 

5 

Independent Auditors’ Report 
 

The Board of Directors and Stockholders 
Canandaigua National Corporation: 
 
 

Report on Internal Control Over Financial Reporting 
 

We have audited Canandaigua National Corporation and subsidiaries’ (the Company) internal control over financial reporting as 
of December 31, 2016, based on criteria established in Internal Control – Integrated Framework (1992) issued by the Committee 
of Sponsoring Organizations of the Treadway Commission (COSO). 
  

Management’s Responsibility for Internal Control Over Financial Reporting 
 

The Company’s management is responsible for designing, implementing, and maintaining effective internal control over financial 
reporting, and for its assertion of the effectiveness of internal control over financial reporting, included in the accompanying 
Management Report on the Effectiveness of Internal Controls over Financial Reporting.  
 

Auditors’ Responsibility 
 

Our responsibility is to express an opinion on the Company’s internal control over financial reporting based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of America. Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control over financial 
reporting was maintained in all material respects.  
 

An audit of internal control over financial reporting involves performing procedures to obtain audit evidence about whether a 
material weakness exists. The procedures selected depend on the auditors’ judgment, including the assessment of the risks that 
a material weakness exists. An audit includes obtaining an understanding of internal control over financial reporting and testing 
and evaluating the design and operating effectiveness of internal control over financial reporting based on the assessed risk. 
 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion. 
 

Definition and Inherent Limitations of Internal Control Over Financial Reporting 
 

An entity’s internal control over financial reporting is a process effected by those charged with governance, management, and 
other personnel, designed to provide reasonable assurance regarding the preparation of reliable financial statements in 
accordance with U.S. generally accepted accounting principles. Because management’s assessment and our audit were 
conducted to meet the reporting requirements of Section 112 of the Federal Deposit Insurance Corporation Improvement Act 
(FDICIA), our audit of the Company’s internal control over financial reporting included controls over the preparation of financial 
statements in accordance with U.S. generally accepted accounting principles and with the instructions to the Consolidated 
Financial Statements for Bank Holding Companies (Form FR Y-9c). An entity’s internal control over financial reporting includes 
those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly 
reflect the transactions and dispositions of the assets of the entity; (2) provide reasonable assurance that transactions are 
recorded as necessary to permit preparation of financial statements in accordance with U.S. generally accepted accounting 
principles, and that receipts and expenditures of the entity are being made only in accordance with authorizations of management 
and those charged with governance; and (3) provide reasonable assurance regarding prevention, or timely detection and 
correction of unauthorized acquisition, use, or disposition of the entity’s assets that could have a material effect on the financial 
statements.  
 
Because of its inherent limitations, internal control over financial reporting may not prevent, or detect and correct misstatements. 
Also, projections of any assessment of effectiveness to future periods are subject to the risk that controls may become 
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate. 
 

Opinion 
 

In our opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of December 
31, 2016, based on criteria established in Internal Control – Integrated Framework (1992) issued by the COSO. 
 

Report on Financial Statements 
 

We also have audited, in accordance with auditing standards generally accepted in the United States of America, the 
consolidated balance sheets of the Company as of December 31, 2016 and 2015, and the related consolidated statements of 
income, comprehensive income, stockholders’ equity, and cash flows for the years then ended, and the related notes to the 
consolidated financial statements, and our report dated February 22, 2017 expressed an unmodified opinion on those 
consolidated financial statements. 
 

Report on Other Legal and Regulatory Requirements 
 

We do not express an opinion or any other form of assurance on management’s statement referring to compliance with laws 
and regulations. 

 
Rochester, New York 
February 22, 2017
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Independent Auditors’ Report 
 

The Board of Directors and Stockholders  
Canandaigua National Corporation: 

Report on the Financial Statements 

We have audited the accompanying consolidated financial statements of Canandaigua National Corporation and subsidiaries 
(the Company), which comprise the consolidated balance sheets as of December 31, 2016 and 2015, and the related 
consolidated statements of income, comprehensive income, stockholders’ equity, and cash flows for the years then ended, and 
the related notes to the consolidated financial statements. 

Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance 
with U.S. generally accepted accounting principles; this includes the design, implementation, and maintenance of internal control 
relevant to the preparation and fair presentation of consolidated financial statements that are free from material misstatement, 
whether due to fraud or error.   

Auditors’ Responsibility 

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We conducted our 
audits in accordance with auditing standards generally accepted in the United States of America. Those standards require that 
we plan and perform the audit to obtain reasonable assurance about whether the consolidated financial statements are free from 
material misstatement.   

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial 
statements. The procedures selected depend on the auditors’ judgment, including the assessment of the risks of material 
misstatement of the consolidated financial statements, whether due to fraud or error. In making those risk assessments, the 
auditor considers internal control relevant to the entity’s preparation and fair presentation of the consolidated financial statements 
in order to design audit procedures that are appropriate in the circumstances. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by management, 
as well as evaluating the overall presentation of the consolidated financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion. 

Opinion 

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position 
of Canandaigua National Corporation and subsidiaries as of December 31, 2016 and 2015, and the results of their operations 
and their cash flows for the years then ended in accordance with U.S. generally accepted accounting principles. 

Report on Other Legal and Regulatory Requirements 

We also have audited in accordance with auditing standards generally accepted in the United States of America, the Company’s 
internal control over financial reporting as of December 31, 2016, based on criteria established in Internal Control – Integrated 
Framework (1992) issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO) and our report 
dated February 22, 2017 expressed an unqualified opinion on the effectiveness of the Company’s internal control over financial 
reporting. 

 

Rochester, New York 
February 22, 2017



CANANDAIGUA NATIONAL CORPORATION AND SUBSIDIARIES 
CONSOLIDATED BALANCE SHEETS 

December 31, 2016 and 2015  
(dollars in thousands, except per share data) 

See accompanying notes to consolidated financial statements. 
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     2016   2015 

 Assets      

Cash and due from banks $  34,678     36,545  

Interest-bearing deposits with other financial institutions      

  of which $2,721 and $3,581 respectively, is restricted   93,448     12,926  

Federal funds sold   3,826     101  

Securities:      

    - Available for sale, at fair value   202,335     146,828  

    - Held-to-maturity (fair value of $124,277 and $166,631, respectively)   124,349     165,591  

Loans - net   1,940,994     1,832,066  

Premises and equipment – net    14,328     15,169  

Accrued interest receivable   7,039     6,770  

Federal Home Loan Bank stock and Federal Reserve Bank stock   10,053     11,624  

Goodwill   15,570     15,570  

Intangible assets – net    2,030     2,906  

Other assets   27,459     25,413  

   Total Assets $  2,476,109     2,271,509  

         

 Liabilities and Stockholders' Equity         

Deposits:      

 Demand      

  Non-interest bearing $  484,459     392,199  

  Interest bearing   237,874     217,847  

 Savings and money market   1,043,063     927,354  

 Time   278,229     277,983  

       Total deposits   2,043,625     1,815,383  

Borrowings   160,455     197,648  

Junior subordinated debentures   51,547     51,547  

Accrued interest payable and other liabilities   26,005     23,325  

   Total Liabilities   2,281,632     2,087,903  

         

Canandaigua National Corporation stockholders' equity:      

 Preferred stock, $.01 par value; 4,000,000 shares      

    authorized, no shares issued or outstanding   -       -    

 Common stock, $5.00 par value; 16,000,000 shares      

    authorized, 1,946,496 shares issued   9,732     9,732  

 Additional paid-in-capital   12,751     11,325  

 Retained earnings   187,596     172,920  

 Treasury stock, at cost (74,680 shares and       

  65,177 shares, respectively)  (11,175)   (9,656) 

 Accumulated other comprehensive loss, net  (4,481)   (2,274) 

   Total Canandaigua National Corporation Stockholders' Equity   194,423     182,047  

 Noncontrolling interests   54     1,559  

  Total Stockholders' Equity   194,477     183,606  

  Total Liabilities and Stockholders' Equity $  2,476,109     2,271,509  



CANANDAIGUA NATIONAL CORPORATION AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF INCOME 

Years ended December 31, 2016 and 2015  
(dollars in thousands, except per share data) 

See accompanying notes to consolidated financial statements. 
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     2016   2015 

Interest income:      

 Loans, including fees $   78,756     74,644  

 Securities   5,168     5,121  

 Federal funds sold   197     73  

 Other   2     -    

   Total interest income   84,123     79,838  

Interest expense:      

 Deposits   3,446     3,227  

 Borrowings   1,663     1,444  

 Junior subordinated debentures   2,322     2,315  

   Total interest expense   7,431     6,986  

   Net interest income   76,692     72,852  

Provision for loan losses   4,349     5,695  

   Net interest income after provision for loan losses   72,343     67,157  

         

Non-interest income:      

 Service charges on deposit accounts   15,107     13,400  

 Trust and investment services   17,382     17,529  

 Brokerage and investment subadvisory services   3,246     2,976  

 Net gain on sale of mortgage loans   3,258     2,657  

 Loan servicing, net   902     852  

 Loan-related fees   394     355  

 Gain (loss) on securities transactions, net   65    (56) 

 Other non-interest income   2,261     2,123  

   Total non-interest income   42,615     39,836  

         

Operating expenses:      

 Salaries and employee benefits   44,707     43,098  

 Occupancy, net   8,631     8,289  

 Technology and data processing   8,171     7,314  

 Professional and other services   3,903     3,488  

 Marketing and public relations   2,746     2,584  

 Office supplies, printing and postage   2,076     1,649  

 Intangible amortization   876     991  

 Other real estate operations   345     450  

 FDIC insurance   1,393     1,294  

 Other operating expenses   7,619     6,052  

   Total operating expenses   80,467     75,209  

         

   Income before income taxes   34,491     31,784  

Income taxes   11,998     10,793  

   Net income attributable to noncontrolling interests and      

   Canandaigua National Corporation    22,493     20,991  

Net loss (income) attributable to noncontrolling interests   5    (73) 

Net income attributable to Canandaigua National Corporation $  22,488     21,064  

         

Basic earnings per share $  11.97     11.18  

         

Diluted earnings per share $  11.84     11.05  

         



CANANDAIGUA NATIONAL CORPORATION AND SUBSIDIARIES 

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME 

Years ended December 31, 2016 and 2015 
(dollars in thousands) 

See accompanying notes to consolidated financial statements. 
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       2016  2015  

 Net income attributable to noncontrolling interest and       

  Canandaigua National Corporation $  22,493    20,991   

   Change in fair value of      

    interest rate swaps,      

    net of taxes of $358 and ($45) respectively   540    (70)  

   Change in unrealized gain on      

    securities available for sale,      

    net of taxes of ($1,708) and ($145) respectively   (2,686)   (307)  

   Plus reclassification adjustment      

    for realized gains and losses included in      

    "gain (loss) on securities transactions, net"       

    net of taxes of ($38) and $37 respectively   (61)   58   

     Other comprehensive loss   (2,207)   (319)  

 Total comprehensive income $  20,286    20,672   

           

  Comprehensive loss (income) attributable      

    to the noncontrolling interests $  -      (73)  

  Comprehensive income attributable to the Company $  20,286    20,745   



CANANDAIGUA NATIONAL CORPORATION AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY 

Years ended December 31, 2016 and 2015 
(dollars in thousands, except share data) 

See accompanying notes to consolidated financial statements. 
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                   Accumulated       

     Number of     Additional        Other  Non    

     Shares  Common  Paid-in  Retained  Treasury   Comprehensive  controlling    

     Outstanding  Stock  Capital  Earnings  Stock  Income (Loss)  Interests   Total 

Balance at December 31, 2014   1,876,273   $   9,732     10,394     159,572    (9,053)   (1,955)    1,637     170,327  

 Comprehensive income:                        

  Net income (loss) attributable to                         

   noncontrolling interests and                         

   Canandaigua National Corporation      -       -       21,064     -       -      (73)    20,991  

  Other comprehensive loss, net of taxes      -       -       -       -      (319)    -      (319) 

 Total comprehensive income      -       -       21,064     -      (319)   (73)    20,672  

 Purchase of treasury stock  (15,992)    -       -       -      (2,336)    -       -      (2,336) 

 Sale of treasury stock   983     -       67     -       79     -       -       146  

 Shares issued as compensation   1,321     -       87     -       108     -       -       195  

 
Exercise of stock options ($777 tax 
benefit)   18,734     -       777    (761)    1,546     -       -       1,562  

 Cash dividend - $3.69 per share   -       -       -      (6,955)    -       -       -      (6,955) 

 Dividend to noncontrolling interests       -       -       -       -       -      (5)   (5) 

Balance at December 31, 2015   1,881,319   $   9,732     11,325     172,920    (9,656)   (2,274)    1,559     183,606  

 Comprehensive income:                        

  Net income (loss) attributable to                         

   Canandaigua National Corporation            22,488           5     22,493  

  Other comprehensive loss, net of taxes      -       -       -       -      (2,207)    -      (2,207) 

 Total comprehensive income      -       -       22,488     -      (2,207)    5     20,286  

 Purchase of treasury stock  (17,498)    -       -       -      (2,643)    -       -      (2,643) 

 Sale of treasury stock   981     -       2     -       144     -       -       146  

 Shares issued as compensation   1,647     -       2     -       243     -       -       245  

 
Exercise of stock options ($231 tax 
benefit)   5,367     -       231    (529)    737     -       -       439  

 Cash dividend - $3.87 per share   -       -       -      (7,283)    -       -       -      (7,283) 

 Purchase of noncontrolling interests   -       -       1,191     -       -       -      (1,505)   (314) 

 Dividend to noncontrolling interests   -       -       -       -       -       -      (5)   (5) 

Balance at December 31, 2016   1,871,816   $   9,732     12,751     187,596    (11,175)   (4,481)    54     194,477  



CANANDAIGUA NATIONAL CORPORATION AND SUBSIDIARIES 
 CONSOLIDATED STATEMENTS OF CASH FLOWS  

Years ended December 31, 2016 and 2015 
(dollars in thousands) 

See accompanying notes to consolidated financial statements. 
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      2016   2015 

Cash flow from operating activities:      
 Net income attributable to Canandaigua National Corporation $   22,488     21,064  
 Adjustments to reconcile net income to      

  net cash provided by operating activities:      
   Depreciation, amortization and accretion   6,571     6,603  

   Provision for loan losses   4,349     5,695  
   Loss (gain) on sale of fixed and other assets and other real estate, net   23    (194) 

   Writedown of other real estate    170     145  
   Deferred income tax expense   219     911  

   Loss from equity-method investments, net   746     61  
   (Gain) loss on security transactions, net  (65)    56  

   Gain on sale of mortgage loans, net  (3,258)   (2,657) 
   Originations of loans held for sale  (184,867)   (162,455) 

   Proceeds from sale of loans held for sale   190,464    164,760  
   Change in other assets   (5,077)   (4,780) 

   Change in other liabilities   3,240     661  

    Net cash provided by operating activities   35,003     29,870  
          
Cash flow from investing activities:      

 Securities available-for-sale:      
  Proceeds from maturities and calls   158,312     110,586  

  Purchases  (218,548)   (163,255) 
 Securities held to maturity:      

  Proceeds from maturities and calls   41,756     48,710  
  Purchases  (1,853)   (34,396) 

 Loan originations in excess of principal collections, net  (115,089)   (118,499) 
 Purchase of premises and equipment, net  (1,910)   (3,558) 

 Purchases of FHLB and FRB stock, net of calls   1,571    (2,554) 
 Other investments, net   126     345  

 Proceeds from sale of other real estate  1,374   1,687 
 Purchase of noncontrolling interests  (314)    -    

    Net cash used by investing activities  (134,575)   (160,934) 

          
Cash flow from financing activities:      
 Net increase in demand, savings and money market deposits   227,995     109,120  

 Net increase (decrease) in time deposits   246    (22,259) 
 Overnight and short-term borrowings, net  (37,100)   (106,800) 

 Proceeds from long-term borrowings   -       160,000  
 Principal repayments of long-term borrowings  (93)   (77) 

 Proceeds from sale of treasury stock   390     341  
 Payments to acquire treasury stock  (2,643)   (2,336) 

 Proceeds from issuance of treasury stock under stock option plan   210     785  
 Tax benefit from stock option exercise   230     777  

 Change in noncontrolling interest, net   -      (78) 
 Dividends paid  (7,283)   (6,955) 

    Net cash provided by financing activities   181,952     132,518  

          
    Net increase in cash and cash equivalents   82,380     1,454  
   Cash and cash equivalents - beginning of period   49,572     48,118  

   Cash and cash equivalents - end of period $   131,952     49,572  

          
Supplemental disclosure of cash flow information:      
 Interest paid $   7,393     6,919  

 Income taxes paid $  11,820     9,364  
          

Supplemental schedule of noncash investing activities      
 Real estate acquired in settlement of loans $  (527)    1,244  
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(1) Summary of Significant Accounting Policies 
 
Business 

 
Canandaigua National Corporation (the Company) and subsidiaries provides a full range of financial services, including banking, 
trust, investment, and insurance services to individuals, corporations, and municipalities. The Company is subject to competition 
from other financial services and commercial companies in various regulated and unregulated industries. The Company and its 
subsidiaries are subject to the regulations of certain federal and state agencies and undergo regular examinations by those 
regulatory authorities. 
 
Basis of Presentation 

 
The Consolidated Financial Statements include the accounts of the Company and its wholly- and majority-owned subsidiaries. 
Its principal operations comprise the activities of The Canandaigua National Bank and Trust Company (the Bank), CNB Mortgage 
Company (CNBM), Genesee Valley Trust Company (GVT), Canandaigua National Trust Company of Florida (CNTF), and WBI 
OBS Financial, LLC (WBI). All significant intercompany accounts and transactions have been eliminated in consolidation. The 
Company accounts for investments in less-than-majority-owned entities under the equity method. The Consolidated Financial 
Statements have been prepared in conformity with U.S. Generally Accepted Accounting Principles and conform to predominant 
practices within the financial services industry. 
 
In preparing the Consolidated Financial Statements, management made estimates and assumptions that affect the reported 
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements; as well 
as the reported amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates, 
particularly with respect to the allowance for loan losses, income taxes, and securities with other than temporary impairment. 
 
Amounts in prior years’ Consolidated Financial Statements are reclassified whenever necessary to conform to the current year’s 
presentation. 
 
The Company has evaluated subsequent events through February 22, 2017, the date the financial statements were made 
available to be issued. 
 
Cash Equivalents 

 
For the purpose of reporting cash flows, cash and cash equivalents include cash, interest-bearing deposits with other financial 
institutions, and federal funds sold. 
 
Securities 

 
The Company classifies its securities as either available for sale or held to maturity as the Company does not hold any securities 
considered to be trading. Held to maturity securities are those that the Company has the ability and intent to hold until maturity. 
Held to maturity securities are recorded at amortized cost. All other securities not included as held to maturity are classified as 
available for sale. 
 
Available for sale securities are recorded at fair value. Except for unrealized losses charged to earnings for other-than-temporary-
impairment deemed to be credit-related or based on intent to sell, unrealized holding gains and losses, net of the related tax 
effect, are excluded from earnings and are included in accumulated other comprehensive income (loss) in stockholders’ equity 
until realized. 
 
Management evaluates securities for other-than-temporary impairment at least on a quarterly basis, and more frequently when 
economic or market conditions warrant such evaluation.  Consideration is given to: (1) the length of time and the extent to which 
the fair value has been less than cost; (2) the financial condition and near-term prospects of the issuer; and (3) the intent and 
ability of the Company to retain its investment in the issuer for a period of time sufficient to allow for any anticipated recovery in 
fair value.  A decline in fair value of any security below cost that is deemed other than temporary (“OTTI”) and related to the 
credit-worthiness of the issuer is charged to earnings, resulting in the establishment of a new cost basis for the security.  
Management generally evaluates the credit-worthiness of the issuer based on their ability to produce sufficient cash flows to 
service the contractual debt obligation. 
 
Interest income and dividends are recognized when earned. Premiums and discounts are amortized or accreted over the life of 
the related security as an adjustment to yield using the interest method. Realized gains and losses are included in earnings and 
are determined using the specific identification method. 
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Loans 

 
Loans, other than loans designated as held for sale, are stated at the principal amount outstanding net of deferred origination 
fees and costs. Interest and deferred fees and costs on loans are credited to income based on the effective interest method. 
Loans held for sale are carried at the lower of cost or fair value. 

 
The accrual of interest on commercial and real estate loans is generally discontinued, and previously accrued interest is 
reversed, when the loans become 90 days delinquent or when, in management’s judgment, the collection of principal and interest 
is uncertain. Loans are returned to accrual status when the doubt no longer exists about the loan's collectability and the borrower 
has demonstrated a sustained period of timely payment history. Specifically, the borrower will have resumed paying the full amount 
of scheduled interest and principal payments; all principal and interest amounts contractually due (including arrearages) are 
reasonably assured of repayment within a reasonable period (6 months); and there is a sustained period of repayment performance 
(generally a minimum of six months) by the borrower, in accordance with the contractual terms involving payments of cash or cash 
equivalents.  Interest on consumer loans is accrued until the loan becomes 120 days past due at which time principal and interest 
are generally charged off. 
 

Management, considering current information and events regarding the borrowers’ ability to repay their obligations, considers a 
loan to be impaired when it is probable that the Company will be unable to collect all amounts due according to the contractual 
terms of the loan agreement. When a loan is considered to be impaired, and sufficient information exists to make a reasonable 
estimate of the inherent loss, the amount of the impairment is measured based on the present value of expected future cash 
flows discounted at the loan’s effective interest rate, or as a practical expedient, at the loan’s observable fair value or the fair 
value of underlying collateral if the loan is collateral-dependent.  In the absence of sufficient, current data to make a detailed 
assessment of collateral values or cash flows, management measures impairment on a pool basis using historical loss factors 
equivalent to similarly impaired loans. Impairment reserves are included in the allowance for loan losses through a charge to the 
provision for loan losses. Cash receipts on impaired loans are generally applied to reduce the principal balance outstanding. In 
considering loans for evaluation of specific impairment, management generally excludes smaller balance, homogeneous loans: 
residential mortgage loans, home equity loans, and all consumer loans. These loans are collectively evaluated for risk of loss 
on a pool basis. 
 
Allowance for Loan Losses 
 

The allowance for loan losses is a valuation reserve for probable and inherent incurred losses in the loan portfolio. Credit losses 
arise primarily from the loan portfolio, but may also be derived from other credit-related sources, when drawn upon, such as 
commitments, guarantees, and standby letters of credit. Additions are made to the allowance through periodic provisions, which 
are charged to expense. All losses of principal are charged to the allowance when incurred or when a determination is made 
that a loss is expected. Subsequent recoveries, if any, are credited to the allowance. 
 
The Company has established a process to assess the adequacy of the allowance for loan losses and to identify the risks in the 
loan portfolio. This process consists of the identification of specific reserves for impaired commercial loans and material 
residential mortgages, and the calculation of general reserves, which is a formula-driven allocation. 
 
The calculation of the general reserve involves several steps. A historical loss factor is applied to each loan by loan type and 
loan classification. The historical loss factors are calculated using a loan-by-loan, trailing eight-quarter net loss migration analysis 
for commercial loans. For all other loans, a portfolio-wide, trailing eight-quarter net loss migration analysis is used. Adjustments 
are then made to the historical loss factors based on current-period quantitative objective elements (delinquency, non-performing 
assets, classified/criticized loan trends, charge-offs, concentrations of credit, recoveries, etc.) and qualitative elements 
(economic conditions, portfolio growth rate, portfolio management, credit policy, and others). This methodology is applied to the 
commercial, residential mortgage, and consumer portfolios, and their related off-balance sheet exposures. Any allowance for 
off-balance sheet exposures is recorded in accrued interest payable and other liabilities. 
 

While management uses available information to recognize losses on loans, future additions to the allowance may be necessary. 
In addition, various regulatory agencies, as an integral part of their examination process, periodically review the Company’s 
allowance for loan losses. Such agencies may require the Company to recognize additions to the allowance based on their 
judgments about information available to them at the time of their examination. 
 
Troubled Debt Restructurings 
 

In the process of resolving nonperforming loans, we may choose to restructure the contractual terms of certain loans and attempt 
to work out alternative payment schedules with the borrower in order to avoid foreclosure of collateral. Any loans that are modified 
are evaluated to determine if they are "troubled debt restructurings” (TDR) and if so, are evaluated for impairment.  A TDR is 
defined as a loan restructure which for legal or economic reasons related to a borrower’s financial difficulties, the creditor grants 
one or more concessions to the borrower that it would not otherwise consider. Terms of loan agreements may be modified to fit 
the ability of the borrower to repay in respect of its current financial status; and restructuring of loans may include the transfer of 
assets from the borrower to satisfy debt, a modification of loan terms, or a combination of the two. If a satisfactory restructure 
and payment arrangement cannot be reached, the loan may be referred to legal counsel for foreclosure. 
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Premises and Equipment 
 

Land is carried at cost. Land improvements, buildings, leasehold improvements and equipment are carried at cost, less 
accumulated depreciation and amortization. Depreciation is computed using straight-line and accelerated methods over the 
estimated useful lives of the assets, three to twenty-five years. Amortization of leasehold improvements is provided over the 
lesser of the term of the lease, including renewal options, when applicable, or the estimated useful lives of the assets. 

 
Other Real Estate 
 

Real estate acquired through foreclosure or deed in lieu of foreclosure (other real estate) is included in other assets, upon receipt 
of title, and is recorded at the lower of the unpaid loan balance on the property at the date of transfer, or fair value, less estimated 
costs to sell. Adjustments made to the value at transfer are charged to the allowance for loan losses. After transfer, the property 
is carried at the lower of cost or fair value less estimated costs to sell. Adjustments to the carrying values of such properties that 
result from subsequent declines in value are charged to operations in the period in which the declines occur. Operating earnings 
and costs associated with the properties are charged to other non-interest income and operating expense as incurred. Gains or 
losses on the sale of other real estate are included in results of operations when the sale occurs. 
 
Loan Servicing Assets 

 
The Company services first-lien, residential loans for the Federal Home Loan Mortgage Company (FHLMC), also known as 
Freddie Mac, and certain commercial loans as lead participant.  The associated servicing rights (assets) entitle the Company to 
a future stream of cash flows based on the outstanding principal balance of the loans and contractual servicing fees.  Failure to 
service the loans in accordance with contractual requirements may lead to a termination of the servicing rights and the loss of 
future servicing fees.   
 
The Company services all loans for FHLMC on a non-recourse basis; therefore, its credit risk is limited to temporary advances 
of funds to FHLMC, while FHLMC retains all credit risk associated with the loans.  Commercial loans are serviced on a non- 
recourse basis, whereby the Company is subject to credit losses only to the extent of the proportionate share of the loan’s 
principal balance owned. The Company’s contract to sell loans to FHLMC and to the Federal Housing Administration (FHA) via 
third-parties contain certain representations and warranties that if not met by the Company would require the repurchase of such 
loans. The Company has not historically been subject to a material volume of repurchases nor is it as of the current year end. 
 
Loan servicing assets are amortized to loan servicing income in the statement of income.  In computing amortization expense, 
the Company uses historical prepayment rates for similar loan pools and applies this amortization rate to each pool. If 
prepayments occur at a rate different than the applied rate, the Company adjusts the specific pool’s amortization in the period 
in which the change occurs. 
 
For purposes of evaluating and measuring impairment of loan servicing rights, the Company stratifies these assets based on 
predominant risk characteristics of the underlying loans that are expected to have the most impact on projected prepayments, 
cost of servicing, and other factors affecting future cash flows associated with the servicing rights, such as loan type, rate, and 
term. The amount of impairment recognized is the amount by which the carrying value of the loan servicing rights for a stratum 
exceeds fair value. Impairment is recognized through the income statement. 
 
Goodwill and Intangible Assets 
 

Goodwill has an indefinite useful life and is not amortized, but is tested for impairment. Goodwill impairment tests are performed 
on an annual basis or when events or circumstances dictate. A qualitative assessment of goodwill is first performed, factoring 
company-specific and economic characteristics that might impact its carrying value. If the assessment indicates goodwill might 
be impaired, a quantitative test is performed in which the fair value of the reporting unit with goodwill is compared to the carrying 
amount of that reporting unit in order to determine if impairment is indicated. If so, the implied fair value of the reporting unit’s 
goodwill is compared to its carrying amount and an impairment loss is measured by the excess of the carrying value over fair 
value.  Fair value of goodwill is estimated using a weighted average of market-based analysis and discounted cash-flow income 
analysis of the underlying reporting unit. 
 
Intangible assets that have finite useful lives, such as customer relationships, technology, and trade name intangibles, are 
amortized over their useful lives. Customer relationship intangibles are amortized annually using an accelerated method for up 
to 15 years. Technology is generally amortized over a five year period also using an accelerated method. Trade name intangible 
has been amortized on a straight-line basis over three years.  Amortization of these assets is reported in other operating 
expenses.  The amortization period is monitored to determine if circumstances require the period to be revised. The Company 
also periodically reviews its intangible assets for changes in circumstances that may indicate that the carrying amount of the 
assets are impaired. The Company tests its intangible assets for impairment if conditions indicate that an impairment loss has 
more likely than not been incurred by evaluating the recoverability of the assets’ carrying value using estimates of undiscounted 
future cash flows over the remaining assets’ lives. Any impairment loss is measured by the excess of carrying value over fair 
value and is recorded in the measured period as additional amortization expense. 
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Stock-Based Compensation 

 
Stock-based compensation expense is recognized in the statement of income over the awards’ vesting period based on the fair 
value of the award at the grant date. 
 
The Company accounts for the liability associated with its stock appreciation rights plan at fair value which is re-measured 
quarterly.  Fair value is measured using the Black-Scholes-Merton option pricing model.  The associated compensation expense 
or credit reported in the statement of income represents the change in the re-measured liability. 
 
Income Taxes 

 
The Company and its wholly-owned subsidiaries file income tax returns in the U.S. Federal jurisdiction and in the states of New 
York, Florida and Ohio. Deferred income tax assets and liabilities are recognized for the future tax consequences attributable to 
differences between the financial statement carrying amounts of existing assets and liabilities and their respective tax bases. 
Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to taxable income in the years in 
which those temporary differences are expected to be recovered or settled. The effect on deferred tax assets and liabilities of a 
change in tax rates is recognized in the period that includes the enactment date. 
 
The Company recognizes interest and penalties accrued on any unrecognized tax benefits as a component of income tax 
expense.  

 
Derivative Financial Instruments 

 
Derivatives are recognized as either assets or liabilities in the balance sheet and are measured at fair value. If certain conditions 
are met, a derivative may be specifically designated as: (a) a hedge of the exposure to changes in the fair value of a recognized 
asset or liability or an unrecognized firm commitment; (b) a hedge of the exposure to variable cash flows of a forecasted 
transaction; or (c) a hedge of the foreign currency exposure of a net investment in a foreign operation, an unrecognized firm 
commitment, an available for sale security, or a foreign currency denominated forecasted transaction. The accounting for 
changes in the fair value of a derivative depends on the intended use of the derivative and the resulting designation. At inception 
of the hedge, management establishes the application of hedge accounting and the method it will use for assessing the 
effectiveness of the hedging derivative and the measurement approach for determining the ineffective aspect of the hedge. 
These are consistent with management’s approach to managing risk. 
 
The Company’s derivative financial instruments include: (1) commitments to originate fixed-rate residential real estate loans to 
be held for sale; (2) commitments to sell fixed-rate residential loans; and (3) interest rate swap agreements.  

 
Commitments to originate and commitments to sell fixed-rate residential real estate loans are recorded in the consolidated 
balance sheet at estimated fair value. Neither of these derivative instruments are considered hedges; therefore, periodic changes 
in the fair value of these instruments are recognized in mortgage banking income in the period in which the change occurs. 
However, due to the minimal volume and short-term nature of these instruments, the net impact of a change in fair value from 
the instruments’ initially recognized fair value is generally immaterial. 
 
The Company utilizes interest rate swap agreements as part of its management of interest rate risk to modify the repricing 
characteristics of its floating-rate junior subordinated debentures. For swap agreements, amounts receivable or payable are 
recognized as accrued under the terms of the agreement, and the net differential is recorded as an adjustment to interest 
expense of the related debentures. Interest rate swap agreements are designated as cash flow hedges. Therefore, the effective 
portion of the swaps’ unrealized gain or loss was initially recorded as a component of other comprehensive income, and 
subsequent effective portions are recognized in interest expense. The ineffective portion of the unrealized gain or loss, if any, is 
reported in other operating income.  
 
The Company also utilizes interest rate swap agreements for certain variable rate commercial loans whereby the Company and 
clients enter into interest rate swap agreements that result in clients paying a fixed rate to the Company and the Company paying 
a variable rate to borrowers.  The transaction allows the client to effectively convert a variable rate loan to a fixed rate. The 
Company then enters into separate interest rate swap agreements having exact opposite matching terms with another financial 
institution.  The Company does not designate either interest rate swap as hedging instruments.  Because the terms of the swaps 
with the client and the other financial institution offset each other, with the only difference being counterparty credit risk, changes 
in the fair value of the underlying derivative contracts are not materially different and do not significantly impact the Company’s 
results of operation.   
 
Accumulated Other Comprehensive Income 

 
The Company’s comprehensive income consists of net income, changes in the net unrealized holding gains and losses of 
securities available for sale, and changes in the net unrealized gain or loss on the effective portion of cash flow hedges. 
Accumulated other comprehensive income on the consolidated statements of stockholders’ equity is presented net of taxes. 
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Treasury Stock 

 
Treasury stock is carried on the consolidated balance sheet at cost as a reduction of stockholders’ equity. Shares are released 
from treasury at original cost on a first-in, first-out basis, with any gain on the sale reflected as an adjustment to additional paid-
in capital. Losses are reflected as an adjustment to additional paid-in capital to the extent of gains previously recognized, 
otherwise as an adjustment to retained earnings. 
 
Trust and Investment Services Income 

 
Assets held in fiduciary or agency capacity for clients are not included in the accompanying consolidated balance sheets, since 
such assets are not assets of the Company. Fees are calculated based generally upon the market value of the underlying assets. 
Fee income is recognized when earned, and is not subject to return-performance contingencies. 
 
Earnings Per Share 

 
Basic earnings per share is calculated by dividing net income available to common shareholders by the weighted average 
number of shares outstanding during the year. Diluted earnings per share includes the maximum dilutive effect of stock issuable 
upon exercise of stock options. 
 
New Accounting Standards 

 
The following Accounting Standards Updates (ASU) were implemented during 2016 with no material impact to the financial 
condition or results of operations. 
 
ASU 2014-15 Disclosures of Uncertainties about an Entity’s Ability to Continue as a Going Concern, issued in 2014. The 
amendments in this Update provide requirements and guidance about management’s responsibility to evaluate whether there 
is substantial doubt about an entity’s ability to continue as a going concern or to provide related footnote disclosures. No 
disclosures are required specific to going concern uncertainties if no conditions or events raise substantial doubt about an entity’s 
ability to continue as a going concern within one year after the date the financial statements are issued. The Company has 
evaluated and have not identified going concern uncertainties. 
 
ASU 2015-01 Simplifying Income Statement Presentation by Eliminating the Concept of Extraordinary Items, issued in 2015. 
This Update eliminates from GAAP the concept of extraordinary items. The extraordinary item separate classification on the 
income statement for unusual or infrequent events or transactions was deemed to be not useful.  
 
The Financial Accounting Standards Board issues, from time to time, updates containing technical amendments.  These updates 
are generally effective immediately upon their issuance, but have no practical impact on our financial condition or results of 
operations.  Because these are technical in nature, and have no material impact, a summary is not included herein. 
  
(2) Acquisitions 

 
Over time, the Company has made several acquisitions. A summary of those for which transactions impact the current period 
follows: 

 
On November 30, 2011, the Company acquired a majority interest (65%) in WBI OBS Financial, LLC (WBI), a company formed 
to concurrently acquire OBS Holdings, Inc. (OBS). OBS, an Ohio-based company, provides brokerage and investment sub-
advisory services to the Bank and several other financial institutions, primarily community banks and credit unions. Under the 
terms of WBI’s acquisition of OBS, it will pay the seller a total of $7 million, consisting of a $2.5 million payment in May 2012, a 
$3.5 million payment in November 2013, and $1 million cumulative quarterly non-maturity payments contingent upon net revenue 
improvements at OBS. The acquisition resulted in the recording of certain intangible assets (customer list: $2.3 million and 
technology: $0.9 million), related deferred tax liabilities of $1.3 million, and goodwill of $6.8 million. The customer list intangible 
is being amortized on an accelerated basis over twelve years and technology over five years. The owner of the minority interest 
(35%) was required to meet certain requirements associated with referring new business to OBS within the five year period 
following the acquisition to maintain some or all of their 35% ownership interest. An insignificant portion of the new business 
requirements were realized.  Accordingly, in January 2016, the Company exercised its rights to acquire the remaining 35% 
ownership interest. The Company paid $0.3 million, which was based on a formula that was established in the original purchase 
documents.  At December 31, 2016, the Company owns 100% of WBI. 
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Acquisition-related identifiable intangible assets were comprised of the following at December 31, (in thousands): 
 

  2016  2015 

Gross carrying amounts     $ 12,255    12,255  
Less accumulated amortization   (10,225)   (9,349) 

Intangible asset – net $   2,030    2,906  

 
Amortization expense amounted to $0.9 million and $1.0 million for the years ended December 31, 2016 and 2015, respectively. 
Amortization expense is projected over the next five years as follows: 2017: $0.6 million; 2018: $0.5 million; 2019: $0.4 million; 
2020: $0.2 million and 2021: $0.1 million. 
  
(3) Securities 
 

Amortized cost, gross unrealized gains (gross unrealized losses), and fair value of available-for-sale and held-to-maturity 
securities at December 31, 2016 are summarized as follows: 
      December 31, 2016 

        Gross Unrealized    
      Amortized         Fair  
      Cost  Gains    Losses    Value  

Securities Available for Sale:            
 U.S. Treasury   $  505   -    -       505  

 U.S. government sponsored enterprise obligations    134,970    18    (2,663)    132,325  
 State and municipal obligations     67,932    24    (2,047)    65,909  
 Equity securities     3,700    2    (106)    3,596  
                     Total Securities Available for Sale  $  207,107    44    (4,816)    202,335  
 

Securities Held to Maturity:            

  U.S. government sponsored enterprise obligations  $  1    -       -       1  
  State and municipal obligations     123,895    133    (514)    123,514  
  Corporate obligations     453    309     -       762  
                      Total Securities Held to Maturity  $  124,349    442    (514)    124,277  

               
The amortized cost and fair value of debt securities by years to maturity as of December 31, 2016, is as follows (in thousands). 
Maturities of amortizing securities are classified in accordance with their contractual repayment schedules. Expected maturities 
will differ from contractual maturities since issuers may have the right to call or prepay obligations without penalties. 
 
    Available for Sale   Held to Maturity   

    Amortized        Amortized       
    Cost    Fair Value   Cost   Fair Value   

  Years               
  Under 1 $   4,386      4,403     38,491     38,542    
  1 to 5   110,085      108,035     85,388     84,953    
  5 to 10   88,321      85,671     17     20    
  10 and over   615      630     453     762    
                   Total $   203,407      198,739     124,349     124,277    

                 
Amortized cost and fair value of available-for-sale and held-to-maturity securities at December 31, 2015 are summarized as 
follows: 
     December 31, 2015 

        Gross Unrealized    
     Amortized         Fair  
     Cost   Gains    Losses    Value  
Securities Available for Sale:             
 U.S. Treasury   $  505     -      (1)    504  
 U.S. government sponsored enterprise obligations    125,787     153    (507)    125,433  
 State and municipal obligations     18,113     117    (15)    18,216  
 Equity securities     2,700     16    (41)    2,675  
                    Total securities Available for Sale  $  147,105     286    (564)    146,828  

Securities Held to Maturity:             
  U.S. government sponsored enterprise obligations  $  3,502     4     -       3,506  
  State and municipal obligations     161,573     913    (134)    162,352  
  Corporate obligations    516     257     -       773  
                

       Total Securities Held to Maturity  $  165,591     1,174    (134)    166,631  
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At December 31, 2016, and 2015, securities at amortized cost of $223.5 million and $197.9 million, respectively, were pledged 
to secure municipal deposits and for other purposes required or permitted by law.  
 
No held-to-maturity or available-for-sale securities were sold in 2016 or 2015.  
 
Interest on securities segregated between taxable interest and tax-exempt interest for the years ended December 31, 2016 and 
2015, follows (in thousands): 

 
  2016  2015 

Taxable $ 2,506  2,189 
Tax-exempt  2,662  2,932 

     
     Total $ 5,168  5,121 

 
The following table presents the fair value of securities with gross unrealized losses at December 31, 2016, aggregated by 
category and length of time that individual securities have been in a continuous loss position (in thousands). 

 
  Less than 12 months   Over 12 months   Total 

    Fair   Unrealized   Fair   Unrealized   Fair   Unrealized 
Securities Available for Sale:  Value   Losses   Value   Losses   Value   Losses 

 U.S. government sponsored enterprise obligations $  129,860     2,663     -       -       129,860     2,663  
 State and municipal obligations   59,881     1,999     3,121     48     63,002     2,047  

 Equity securities   1,600     41     1,500     65     3,100     106  

                      Total temporarily impaired securities $   191,341     4,703     4,621     113     195,962     4,816  

 
Securities Held to Maturity:                  

 State and municipal obligations $  62,696     309     23,392     205     86,088     514  

                      Total temporarily impaired securities $   62,696     309     23,392     205     86,088     514  

 
Substantially all of the unrealized losses on the Company's securities were caused by market interest rate changes from those 
in effect when the specific securities were purchased by the Company. The contractual terms of these securities do not permit 
the issuer to settle the securities at a price less than par value. All securities rated by an independent rating agency carry an 
investment grade rating. Because the Company does not intend to sell securities and it believes it is not likely to be required to 
sell the securities before recovery of their amortized cost basis, which may be, and is likely to be, maturity, the Company does 
not consider these securities to be other-than-temporarily impaired at December 31, 2016. 

 
The following table presents the fair value of securities with gross unrealized losses at December 31, 2015, aggregated by 
category and length of time that individual securities have been in a continuous loss position (in thousands). 
 
                    

    Less than 12 months   Over 12 months   Total 

   Fair    Unrealized    Fair    Unrealized    Fair    Unrealized  
Securities Available for Sale:  Value    Losses    Value    Losses    Value    Losses  

 U.S. Treasury $  405     1     -       -       405     1  
 U.S. government sponsored enterprise obligations   71,197     419     4,502     88     75,699     507  

 State and municipal obligations   2,248     10     1,189     5     3,437     15  

 Equity securities   500     1     1,000     40     1,500     41  

                      Total temporarily impaired securities $  74,350     431     6,691     133     81,041     564  

                                        
Securities Held to Maturity:                  

 State and municipal obligations $  5,331     17     21,284     117     26,615     134  

                      Total temporarily impaired securities $  5,331     17     21,284     117     26,615     134  

                    

 
The total number of security positions in the investment portfolio in an unrealized loss position at December 31, 2016 was 507 
compared to 162 at December 31, 2015. At December 31, 2016, the Company had positions in 107 investment securities with 
a fair value of $28.0 million and a total unrealized loss of $0.3 million that have been in a continuous unrealized loss position for 
more than 12 months. At December 31, 2016, there were a total of 400 securities positions in the Company’s investment portfolio 
with a fair value of $254.0 million and a total unrealized loss of $5.0 million that had been in a continuous unrealized loss position 
for less than 12 months. At December 31, 2015, the Company had positions in 94 investment securities with a fair value of $28.0 
million and a total unrealized loss of $0.3 million that have been in a continuous unrealized loss position for more than 12 
months. At December 31, 2015, there were a total of 68 securities positions in the Company’s investment portfolio with a fair 
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value of $79.7 million and a total unrealized loss of $0.4 million that had been in a continuous unrealized loss position for less 
than 12 months.  

 
The aggregate cost of the Company's cost-method investments totaled $13.3 million and $15.7 million at December 31, 2016 
and 2015 respectively, of which $10.1 million and $11.6 million at each year end were in Federal Home Loan Bank stock and 
Federal Reserve Bank stock, as required by law.  

 
(4) Loans and Allowance for Loan Losses 
 
Loans 
 

The Company's market area is generally Ontario County and Monroe County of New York State. Substantially all loans are 
made in this market area. Accordingly, the ultimate collectability of a substantial portion of the Company's loan portfolio is 
susceptible to changes in the economic conditions in this area. The Company's concentrations of credit risk are as disclosed in 
the following table of loan classifications. The concentrations of credit risk in related loan commitments and letters of credit 
parallel the loan classifications reflected. Other than general economic risks, management is not aware of any material 
concentrations of credit risk to any industry or individual borrower. 

 
The major classifications of loans at December 31, 2016 and 2015, are as follows (in thousands), along with a description of 
their underwriting and risk characteristics: 
 
   December 31,   December 31,  

   2016   2015  

      
Commercial and industrial $  242,495    254,510  
Mortgages:     

 Commercial  695,595    633,881  
 Residential  - first lien   450,894    417,330  

 Residential  - junior lien   134,717    123,213  
Consumer:     

 Automobile - indirect   391,557    378,403  
 Other   28,248    25,233  

Other, including loans held for sale   4,968    7,305  

   Total loans   1,948,474    1,839,875  

Plus - Net deferred loan costs   13,281    12,756  

Less - Allowance for loan losses  (20,761)  (20,565) 

      
   Loans - net $  1,940,994    1,832,066  

 
Commercial and Industrial Loans: These loans generally include term loans and lines of credit.  Such loans are made available 
to businesses for working capital (including inventory and receivables), business expansion (including acquisition of real estate, 
expansion and improvements) and equipment purchases. As a general practice, a collateral lien is placed on equipment or other 
assets owned by the borrower.  These loans carry a higher risk than commercial real estate loans by the nature of the underlying 
collateral, which can be business assets such as equipment and accounts receivable. To reduce the risk, management also 
attempts to secure secondary collateral, such as real estate, and obtain personal guarantees of the borrowers.  To further reduce 
risk and enhance liquidity, these loans generally carry variable rates of interest, repricing in three- to five-year periods, and have 
a maturity of five years or less. Lines of credit generally have terms of one year or less and carry floating rates of interest (e.g., 
prime plus a margin). 
 
Commercial Mortgages: Commercial real estate loans are made to finance the purchases of real property which generally 
consists of real estate with completed structures. These commercial real estate loans are secured by first liens on the real estate, 
which may include apartments, commercial structures housing businesses, healthcare facilities, and other non-owner occupied 
facilities.  These loans are considered by the Company to be less risky than commercial and industrial loans, since they are 
secured by real estate and buildings. The loans typically have adjustable interest rates, repricing in three- to five-year periods, 
and require principal payments over a 10- to 25-year period.  Many of these loans include call provisions within 10 to 15 years 
of their origination. The Company’s underwriting analysis includes credit verification, independent appraisals, a review of the 
borrower's financial condition, and the underlying cash flows. These loans are typically originated in amounts of no more than 
80% of the appraised value of the property serving as collateral. 
 
Residential First-Lien Mortgages: The Company originates adjustable-rate and fixed-rate, one-to-four-family residential real 
estate loans for the construction, purchase or refinancing of a mortgage.  These loans are collateralized by owner- and non-
owner-occupied properties located in the Company’s market area. They are amortized over five to 30 years. Substantially all 
residential loans secured by first mortgage liens are originated by CNB Mortgage and sold to either the Bank or third-party 
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investors.  Generally, fixed-rate mortgage loans with a maturity or call date of ten years or less and a rate of 4% or more are 
retained in the Company’s portfolio.  For longer term, fixed-rate residential mortgages without escrow, the Company generally 
retains the servicing, but sells the right to receive principal and interest to Federal Home Loan Mortgage Company, also known 
as Freddie Mac.  All loans not retained in the portfolio or sold to Freddie Mac are sold to unrelated third parties with servicing 
released.  This practice allows the Company to manage interest rate risk, liquidity risk, and credit risk.  From time to time, the 
Company may also purchase residential mortgage loans which are originated and serviced by third parties. In an effort to manage 
risk of loss and strengthen secondary market liquidity opportunities, management typically uses secondary market underwriting, 
appraisal, and servicing guidelines.  Loans on one-to-four-family residential real estate are mostly originated in amounts of no 
more than 85% of appraised value or have private mortgage insurance. Mortgage title insurance and hazard insurance are 
normally required. Construction loans have a unique risk, because they are secured by an incomplete dwelling. This risk is 
reduced through periodic site inspections, including at each loan draw period. 
 
Residential Junior-Lien Mortgages: The Company originates home equity lines of credit and second mortgage loans (loans 
secured by a second (junior) lien position on one-to-four-family residential real estate).  These loans carry a higher risk than first 
mortgage residential loans as they are in a second position relating to collateral.  Risk is reduced through underwriting criteria, 
which include credit verification, appraisals, a review of the borrower's financial condition, and personal cash flows.  A security 
interest, with title insurance when necessary, is taken in the underlying real estate. 
 
Consumer Automobile- Indirect Loans: The Company funds indirect automobile loans - loans processed by automobile dealers 
on behalf of the Bank. These loans carry a fixed rate of interest with principal repayment terms typically ranging from one to 
seven years, based upon the nature of the automobile, the size of the loan, and the credit score of the borrower. Although 
secured by a vehicle these loans carry a higher risk of loss than real-estate secured loans, particularly in the early years of  the 
loan, because automobiles are depreciating assets whose value declines over time, and at a more rapid rate than the related 
loan’s principal balance. 
 
Other Consumer Loans: The Company funds a variety of other consumer loans, including automobile loans, recreational vehicle 
loans, boat loans, aircraft loans, home improvement loans, and personal loans (collateralized and uncollateralized). Most of 
these loans carry a fixed rate of interest with principal repayment terms typically ranging from one to ten years, based upon the 
nature of the collateral and the size of the loan. The majority of consumer loans are underwritten on a secured basis using the 
underlying collateral being financed or a customer's deposit account. A small amount of loans are unsecured, which carry a 
higher risk of loss. 
 
Loans Held for Sale: These are the Residential First-Lien Mortgages, discussed above, which are sold to Freddie Mac and other 
third parties. These loans are carried at their lower of cost or fair value, calculated on a loan-by-loan basis. 

 
Commercial loan participations serviced for others amounted to $104.9 million and $112.5 million at December 31, 2016 and  
2015, respectively.  Residential mortgage loans serviced for Freddie Mac, amounted to $587.4 million and $577.6 million at 
December 31, 2016 and  2015, respectively.  None of these loans are included in the Consolidated Financial Statements or the 
tables within this Note. 

 
Certain executive officers, directors and their business interests are customers of the Company. Transactions with these parties 
are based on substantially the same terms as similar transactions with unrelated third parties and do not carry more than normal 
credit risk. Borrowings by these related parties amounted to $8.6 million and $8.2 million at December 31, 2016 and 2015, 
respectively. During 2016, new borrowings amounted to $1.5 million (including borrowings of executive officers and directors 
that were outstanding at the time of their election), and repayments and other reductions were $1.1 million. 
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Allowance for Loan Losses 

The following tables present an analysis of the allowance for loan losses by loan type, including a summary of the loan types 
individually and collectively evaluated for impairment as of December 31, 2016 and, 2015, respectively (in thousands). 
Notwithstanding the estimated allocations set forth in any table, the entirety of the allowance is available to absorb losses in any 
portfolio.  Loan balances included in the “Unallocated” column represent the balance of net deferred loan costs. 

 
December 31, 2016    Residential   Residential            

      mortgage  -  mortgage  -      Loans     

  Commercial  Commercial  first  junior  Consumer -  Consumer -  held for     

   and industrial  mortgage  lien  lien   indirect  other  sale  Unallocated  Total 

Beginning Balance $  2,673    4,207    2,461    294    8,713    1,652    -      565    20,565  

Charge-offs  (407)  (1,261)  (196)  (85)  (2,782)  (1,027)   -      -     (5,758) 

Recoveries   172    -      41    2    1,130    260    -      -      1,605  

Provision   3,887   (1,419)  (495)   110    1,781    1,050    -     (565)   4,349  

Ending Balance $  6,325    1,527    1,811    321    8,842    1,935    -      -      20,761  

                   

of which:                   

Amount for loans individually                   

evaluated for impairment $  2,571    795    -      -      -      -      -      -      3,366  

Amount for loans collectively                   

evaluated for impairment $  3,754    732    1,811    321    8,842    1,935    -      -      17,395  

Balance of loans individually                   

evaluated for impairment $  5,294    3,150    -      -      -      -      -      -      8,444  

Balance of loans collectively                   

evaluated for impairment $  237,201    692,445    450,894    134,717    391,557    28,248    4,968    13,281    1,953,311  

 
December 31, 2015    Residential   Residential            

      mortgage  -  mortgage  -      Loans     

  Commercial  Commercial  first  junior  Consumer -  Consumer -  held for     

   and industrial  mortgage  lien  lien   indirect  other  sale  Unallocated  Total 

Beginning Balance $  3,138    2,382    3,023    475    8,216    1,168    -      1,090    19,492  

Charge-offs  (623)  (2,462)  (274)  (7)  (2,573)  (634)   -      -     (6,574) 

Recoveries   347    1    207    30    1,048    319    -      -      1,952  

Provision  (189)   4,287   (495)  (204)   2,022    799    -     (525)   5,695  

Ending Balance $  2,673    4,207    2,461    294    8,713    1,652    -      565    20,565  

                   

of which:                   

Amount for loans individually                   

evaluated for impairment $  42    1,875    -      -      -      -      -      -      1,917  

Amount for loans collectively                   

evaluated for impairment $  2,631    2,333    2,461    294    8,713    1,652    -      565    18,649  

Balance of loans individually                   

evaluated for impairment $  6,396    5,738    -      -      -      -      -      -      12,134  

Balance of loans collectively                   

evaluated for impairment $  248,114    628,143    417,330    123,213    378,403    25,233    7,305    12,756    1,840,497  

 
The ratio of the allowance to total loans approximated 1.07% at December 31, 2016, as compared to 1.12% at December 31, 
2015. The ratio trended downward despite amounts allocated for loans individually evaluated for impairment increasing to 
$3.4MM as compared to $1.9MM a year ago due to improvements in the following asset quality metrics: (a) net charge off ratio 
decreased from 0.26% to 0.22%, (b) nonaccrual loans to total loans ratio decreased from 0.89% to 0.57% (c) total past due 
loans to total loans ratio decreased from 1.67% to 1.14% and (d) the classified loans (substandard and doubtful categories) to 
total loans ratio decreased from 1.93% to 1.42%. These factors were more specifically impacted by: (a) a general improvement 
in key risk metrics evaluated for the residential mortgage secured loan portfolios (i.e. lower past due/nonaccrual rates and 
reduced charge-offs) and (b) lower commercial and industrial nonaccrual and charge off rates, and reduced Commercial Real 
Estate problem asset and past due rates.  
  
In monitoring the credit quality of the portfolio, management applies a credit quality indicator to substantially all commercial loan 
relationships over $500,000. These quality indicators range from one through eight in increasing risk of loss. These ratings are 
used as inputs to the calculation of the allowance for loan losses. Loans rated 1 through 4 are generally allocated a lesser 
percentage allocation in the allowance for loan losses than loans rated from 5 through 8. Residential Mortgage Loans are generally 
rated 9, unless they are used to partially collateralize commercial loans, in which case they carry the rating of the respective 
commercial loan relationship, or if management wishes to recognize a well-defined weakness or loss potential to more accurately 
reflect credit risk. Unrated loans, including performing commercial loan relationships less than $500,000, are allocated a 
percentage of the allowance for loan losses on a pooled basis. 
 
Loans rated 1 include borrowers whose financial condition, liquidity, capitalization, earnings, cash flow, management and capacity to 
repay are strong.  If deficient in any of these areas, a borrower may still be considered for a 1 rating, if fully secured by cash, or 
properly margined, listed stock, investment grade corporate bonds or U.S. Government Securities, (125% collateral value to loan 
commitment). 
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A loan rated 2 would include borrowers who are somewhat more of a credit risk than a 1 rated borrower and therefore require more 
frequent monitoring.  Those borrowers would have the following qualities: cash flow has been and is expected to be adequate to 
meet debt service requirements; financial statement is current, of good quality and in adequate detail; financial condition of company 
compares favorably with the industry averages; earnings are generally stable; borrower consistently adheres to repayment schedule 
for both principal and interest and covenants; management integrity and ability is considered sound; and industry outlook is 
acceptable. 
 
Loans rated 3 include credits whose performance is generally stable.  Also included in this category are credits where the guarantor 
is sufficiently strong to support operating losses and has demonstrated a willingness to do so. Additionally, loans risk rated 3 may 
include the following qualities: borrower’s business is tied to more economically sensitive industries; borrower may have violated one 
or more financial covenants; occasional requirements for waivers, or amendments may occur, however liquidity and capitalization 
are expected to continue to be acceptable; integrity of management is acceptable but ability remains to be proven; borrower may not 
compare well to industry standards; relationship requires a high level of monitoring due to its complexity.  Also, financial data of 
affiliates may not be available or difficult to track; borrower may not provide sufficient documentation for confirming all taxable 
income/losses but consistently adheres to repayment schedules for both principal and interest.  Also, borrower may report a high 
level of contingent liabilities. 
 
Loans rated 4 would include credits which demonstrate any or all of the following criteria: borrower’s or guarantor’s financial 
performance shows negative trends and yet cash flow remains still adequate to repay debt; loans which continue to pay as agreed 
but the Bank has not received current financial statements to confirm repayment ability and to enable management to complete a 
timely annual review; most commercial construction loans; loan has been processed through automated underwriting and does not 
meet management’s scoring threshold; loans to start-up companies until the borrower’s have achieved stabilized operations (i.e., 1-
3 years); and loans recommended for upgrade from problem loan status (5 through 8) would generally pass through this category for 
6 months to a year unless there are sufficient reasons to bypass this rating and be upgraded to a 3 or higher. 
 
Loans risk rated 5 are currently protected but are potentially weak. These loans, in management’s judgment, constitute an undue and 
unwarranted credit risk but not to the point of justifying a classification of substandard. The credit risk may be relatively minor yet 
constitute an unwarranted risk in light of the circumstances surrounding a specific asset. Loans in this category have potential 
weaknesses which may, if not checked or corrected, weaken the loan or inadequately protect the Bank's credit position at some 
future date.  This might include loans which the lending officer may be unable to supervise properly because of: lack of expertise, 
inadequate loan agreement, the poor condition of or lack of control over collateral, failure to obtain proper documentation or any other 
deviations from prudent lending practices.  Economic or market conditions which may, in the future, affect the obligor may warrant 
special mention of the asset. Loans for which an adverse trend in the borrower's operations or an imbalanced position in the balance 
sheet which has not reached a point where the liquidation is jeopardized may be included in this classification. 
 
Loans risk rated 6 are considered substandard. A substandard loan is inadequately protected by the sound worth and paying capacity 
of the obligor or of the collateral pledged, if any.  Loans so classified must have a well-defined weakness or weaknesses that 
jeopardize the liquidation of the debt. They are characterized by the distinct possibility that the Bank will sustain some loss if the 
deficiencies are not corrected.  Loss potential, while existing in the aggregate amount of substandard loans, does not have to exist in 
individual loans classified substandard. Residential mortgages are not subject to substandard classification unless the following well 
defined weaknesses have occurred: the ability of the borrower to repay the debt is questionable as evidenced by delinquency of 90 
days, and repayment of the debt is dependent on the sale of the underlying real estate. A consumer loan is considered a substandard 
asset only when it is 90 days past due. 
 
Loans risk rated 7 are categorized as doubtful. These loans have all the weaknesses inherent in one classified substandard with the 
added characteristic that the weaknesses make collection or liquidation in full, on the basis of currently existing facts, conditions, and 
values, highly questionable and improbable. The possibility of loss is extremely high but because of certain important and reasonably 
specific pending factors which may work to the advantage and strengthening of the loan, its classification as an estimated loss is 
deferred until its more exact status may be determined. Pending factors include proposed merger, acquisition, or liquidation 
procedures, capital injection, perfecting liens on additional collateral and refinancing plans. The entire amount of the loan might not 
be classified as doubtful when collection of a specific portion appears highly probable. Loans are generally not classified doubtful for 
an extended period of time (i.e., over a year). 
 
Loans classified 8, or loss, are considered uncollectible and of such little value that their continuance as bankable assets is not 
warranted. This classification does not mean that the asset has absolutely no recovery or salvage value, but rather it is not practical 
or desirable to defer writing off this basically worthless asset even though partial recovery may be affected in the future.  Losses are 
taken in the period in which they surface as uncollectible. 
 
Loans in category 9 and unrated are evaluated for credit quality after origination principally based upon delinquency status, but 
may also include credit scores and collateral valuations. 
 
The following tables present the loan portfolio as of December 31, 2016 and 2015 by credit quality indicator (in thousands). 
Except for loans in the 9 and unrated categories, credit quality indicators are reassessed for each applicable loan at least 
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annually, generally upon the anniversary of the loan’s origination or receipt and analysis of the borrower’s financial statements, 
when applicable, or in the event that information becomes available that would cause us to re-evaluate.  
                   

Credit Quality Indicator Analysis as of December 31, 2016 
                   

      Residential   Residential            

      mortgage  -  mortgage  -      Loans  Deferred   

  Commercial  Commercial  first  junior  Consumer -  Consumer -  held for  Fees and   

   and industrial  mortgage  lien  lien   indirect  other  sale  Costs  Total 

1-Superior $  26,256    -      -      -      -      5,499    -      -      31,755  

2-Good   42,562    87,040    680    500    14    -      -      -      130,796  

3-Satisfactory   43,795    204,676    2,741    2,319    -      -      -      -      253,531  

4-Watch   34,923    307,591    28,573    798    -      -      -      -      371,885  

5-Special Mention   6,290    12,666    83    -      -      -      -      -      19,039  

6-Substandard   16,525    7,281    2,178    563    -      -      -      -      26,547  

7-Doubtful   318    795    -      -      -      -      -      -      1,113  

8-Loss   -      -      -      -      -      -      -      -      -    

Subtotal   170,669    620,049    34,255    4,180    14    5,499    -      -      834,666  

9 and not rated   71,826    75,546    416,639    130,537    391,543    22,749    4,968    13,281    1,127,089  

Total $  242,495    695,595    450,894    134,717    391,557    28,248    4,968    13,281    1,961,755  

                   

                   

Credit Quality Indicator Analysis as of December 31, 2015 
                   

      Residential   Residential            

      mortgage  -  mortgage  -      Loans  Deferred   

  Commercial  Commercial  first  junior  Consumer -  Consumer -  held for  Fees and   

   and industrial  mortgage  lien  lien   indirect  other  sale  Costs  Total 

1-Superior $  27,659    -      -      -      -      5,494    -      -      33,153  

2-Good   44,681    81,770    905    283    -      -      -      -      127,639  

3-Satisfactory   38,960    210,043    2,569    1,075    -      -      -      -      252,647  

4-Watch   57,688    269,634    24,314    187    -      -      -      -      351,823  

5-Special Mention   3,666    11,569    111    -      -      -      -      -      15,346  

6-Substandard   18,097    13,304    3,328    778    -      30    -      -      35,537  

7-Doubtful   -      -      -      -      -      -      -      -      -    

8-Loss   -      -      -      -      -      -      -      -      -    

Subtotal   190,751    586,320    31,227    2,323    -      5,524    -      -      816,145  

9 and not rated   63,759    47,561    386,103    120,890    378,403    19,709    7,305    12,756    1,036,486  

Total $  254,510    633,881    417,330    123,213    378,403    25,233    7,305    12,756    1,852,631  

 
The following table presents a summary of information regarding nonaccruing loans and other nonperforming assets as of the 
end of the respective periods (in thousands): 
   December 31,  December 31,  

    2016   2015  

Accruing loans 90 days or more delinquent $  635     836   

Nonaccruing loans   11,064     16,303   

         

  Total nonperforming loans   11,699     17,139   

Other real estate owned   1,048     1,643   

 (less write-down of other real estate owned)  (160)   (228)  

         

  Total nonperforming assets $  12,587     18,554   

         

 
The following tables present, as of December 31, 2016 and December 31, 2015, additional details about the loan portfolio in the 
form of an aging analysis. Amounts exclude deferred fees and costs (in thousands). 
                  

Aging Analysis as of December 31, 2016 
                  

       90 Days        > 90 Days   

   30-59 Days  60-89 Days    Or   Total    Total  and  Non-Accrual 

   Past Due  Past Due   Greater  Past Due  Current  Loans  Accruing  Loans 

Commercial and industrial $  411    27    5,294    5,732    236,763    242,495    -      5,294  

Commercial mortgages   -      1,687    3,150    4,837    690,758    695,595    -      3,150  

Residential - first lien   1,925    -      2,262    4,187    446,707    450,894    205    2,057  

Residential - junior lien   274    48    563    885    133,832    134,717    -      563  

Consumer:                 

 Automobile - Indirect   4,956    1,001    397    6,354    385,203    391,557    397    -    

 Other   171    41    33    245    28,003    28,248    33    -    

Loans held-for-sale   -      -      -      -      4,968    4,968    -      -    

  $  7,737    2,804    11,699    22,240    1,926,234    1,948,474    635    11,064  
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Aging Analysis as of December 31, 2015 
       90 Days        > 90 Days    

   30-59 Days  60-89 Days    Or  Total    Total  and  Non-Accrual 

   Past Due  Past Due   Greater  Past Due  Current  Loans  Accruing  Loans 

Commercial and industrial $  806    399    6,420    7,625    246,885    254,510    24    6,396  

Commercial mortgages   389    1,366    5,772    7,527    626,354    633,881    -      5,772  

Residential - first lien   3,160    753    3,580    7,493    409,837    417,330    252    3,328  

Residential - junior lien   265    -      777    1,042    122,171    123,213    -      777  

Consumer:                 

 Automobile - Indirect   5,073    1,197    538    6,808    371,595    378,403    538    -    

 Other   209    52    52    313    24,920    25,233    22    30  

Loans held-for-sale   -      -      -      -      7,305    7,305    -      -    

Total  $  9,902    3,767    17,139    30,808    1,809,067    1,839,875    836    16,303  

 
A summary of information regarding impaired loans as of and for the years ended December 31, 2016 and 2015 follows (in 
thousands): 
  2016   2015 

Recorded investment at period end $  11,064     16,303  
Impaired loans with specific related allowance at period end $  6,022     3,150  

Amount of specific related allowance at period end $  3,366     1,917  
Average investment during the period $  13,202     14,191  

Interest income recognized on a cash basis during the period $  192     1,571  
Interest income forgone on impaired loans $  773     553  

 
The details of impaired loans follow (in thousands). “Recorded investment”, “Unpaid Principal Balance”, and “Specific Related 
Allowance” are as of the years ended December 31, 2016 and  2015 , respectively.  “Average Recorded Investment” is a four-
quarter rolling average for the respective periods.  “Interest Income Recognized” is for the respective year-to-date periods:   
 
December 31, 2016 
      Unpaid  Specific  Average   Interest 

    Recorded    Principal  Related   Recorded    Income  

With no specific allowance  Investment   Balance  Allowance  Investment  Recognized 

 Commercial and industrial $  67    73    -      582    22  

 Commercial mortgage   2,355    2,838    -      2,775    70  

 Residential mortgage - first lien   2,057    2,400    -      2,016    86  

 Residential mortgage - junior lien   563    614    -      591    13  

 Consumer - other   -      -      -      -      1  

  Subtotal   5,042    5,925    -      5,964    192  

With specific allowance           

 Commercial and industrial   5,227    5,290    2,571    4,988    -    

 Commercial mortgage   795    988    795    1,735    -    

 Residential mortgage - first lien   -      -      -      515    -    

  Subtotal   6,022    6,278    3,366    7,238    -    

  Total $  11,064    12,203    3,366    13,202    192  

Summary by portfolio:           
Commercial $  8,444    9,189    3,366    10,080    92  

Residential   2,620    3,014    -      3,122    99  

Consumer and other   -      -      -      -      1  

  Total $  11,064    12,203    3,366    13,202    192  

 
December 31, 2015    Unpaid  Specific  Average   Interest 

    Recorded    Principal  Related   Recorded    Income  

With no specific allowance  Investment   Balance  Allowance  Investment  Recognized 

 Commercial and industrial $  6,211    6,234    -      2,011    246  

 Commercial mortgage   2,807    3,390    -      4,199    1,235  

 Residential mortgage - first lien   3,328    3,680    -      3,125    79  

 Residential mortgage - junior lien   777    832    -      791    11  

 Consumer - other   30    30    -      24    -    

  Subtotal   13,153    14,166    -      10,150    1,571  

With specific allowance           

 Commercial and industrial   185    186    42    180    -    

 Commercial mortgage   2,965    3,029    1,875    3,674    -    

 Residential mortgage - first lien   -      -      -      187    -    

  Subtotal   3,150    3,215    1,917    4,041    -    

  Total $  16,303    17,381    1,917    14,191    1,571  

Summary by portfolio:           
 Commercial $  12,168    12,839    1,917    10,064    1,481  

 Residential   4,105    4,512    -      4,103    90  

 Consumer and other   30    30    -      24    -    

  Total $  16,303    17,381    1,917    14,191    1,571  
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Troubled Debt Restructurings (TDR) 

As of December 31, 2016, there was one commercial relationship totaling $1.7 million that was considered a TDR due to the 
nature of the concessions granted to the borrowers.  The balances of the underlying loans are included in non-performing loans. 

The $1.7 million relationship was restructured in 2014. As of December 31, 2016, no impairment reserves were included in the 
allowance for loan losses based on the current collateral and management recovery expectations for this relationship.  The 
significant term modified was the monthly principal and interest amount. We agreed to forbear our rights under the default 
provisions in the original loan agreements on the condition that the borrower would make lesser payments and provide certain 
financial information pursuant to the terms of a Forbearance Agreement. 

As of December 31, 2016, there were six residential loans totaling $1.4 million that were classified as TDRs. One $0.1 million 
loan became a TDR in 2016, one $0.1 million loan became a TDR in 2015, one $0.4 million loan became a TDR in 2014, and 
the remaining three loans totaling $0.8 million became TDRs in 2013. There were no impairment reserves for the residential 
loans based on the underlying collateral and management recovery expectations. 

(5) Premises and Equipment 

 
A summary of premises and equipment at December 31, 2016 and  2015, follows (in thousands): 
 
  2016  2015 

Land and land improvements $ 948  948 
Buildings and leasehold improvements  27,121  26,903 
Furniture, fixtures and equipment  21,867  22,517 

  49,936  50,368 
     
Less accumulated depreciation and amortization  35,608  35,199 

     
Premises and equipment - net $ 14,328  15,169 

 
Depreciation and amortization expense amounted to $2.8 million and $2.4 million, for the years ended December 31, 2016 and 
2015, respectively. 
 
In June 2008, the Company completed the sale and subsequent lease-back of six banking offices.  The gross gain of $1.6 million 
was deferred and included in Accrued Interest Payable and Other Liabilities in the Consolidated Balance Sheets and is amortized 
as a credit to Occupancy expenses on a straight-line basis for 15 years through 2023, the term of the underlying leases. 

 
(6) Loan Servicing Assets 

 
Changes in loan servicing assets, recorded in Other Assets in the Consolidated Balance Sheets, for each of the years presented, 
and the respective period-end estimated fair values were as follows (in thousands): 
 

  2016   2015 

     Estimated      Estimated 
  Book    Fair    Book    Fair  

  Value    Value    Value    Value  

Balance at January 1, $  2,734   $  4,624   $  2,903   $  4,272  

Originations   778        705     

Amortization  (837)      (874)    

Balance at December 31, $  2,675   $  4,298   $  2,734   $  4,624  

 
Included in Loan servicing income, net, are gross servicing fees earned of $1.7 million for each of the years ended December 
31, 2016 and 2015.  Amortization expense of loan servicing assets for the next five years is estimated to be $0.8 million, $0.6 
million, $0.5 million, $0.3 million, and $0.3 million. 
 
The estimated fair value of loan servicing rights may vary significantly in subsequent periods due to changing interest rates and 
the effect thereof on prepayment speeds. Additionally, estimated fair value assumes there are a willing buyer and willing seller 
in the transaction. Management does not intend to sell these servicing rights. 
 
The key economic assumptions used to determine the fair value of loan servicing rights at December 31, 2016 and 2015 were 
a discount rate of 14% and 10% and weighted average portfolio maturity of 19.9 years and 19.6 years at December 31, 2016 
and December 31, 2015, respectively. The sensitivity of fair value to changes in certain portfolio characteristics at each year end 
are summarized in the table that follows (dollars in thousands). These calculated sensitivities are hypothetical, and actual 
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changes in the fair value of loan servicing rights may differ significantly from the amounts presented herein. The effect of a 
variation in a particular assumption or characteristic on the fair value of the servicing rights is calculated without changing any 
other assumption. However, in practice, changes in one factor may result in changes in another which may magnify or counteract 
the sensitivities. The changes in assumptions are presumed to be instantaneous. 
 

    2016    2015  

Weighted-average prepayment speed     148  %    176  % 
  Impact on fair value of 20% adverse change   $   (177)   $   (289)  
  Impact on fair value of 20% positive change    $  235       $  347   
         
Weighted-average current coupon for similar loans    3.8 %   3.9 % 
  Impact on fair value of 100 basis point adverse change    $  (824)   $   (925)  
  Impact on fair value of 100 basis point positive change    $  235     $  405   

 
(7) Time Deposits 

 
At December 31, 2016 the scheduled maturity of time deposits was as follows (in thousands): 
 

2017 $ 185,781 
2018  70,623 

2019  21,825 

   
 $ 278,229 

 
Time deposits of $250,000 or more amounted to $64.3 million at December 31, 2016, and $49.3 million at December 31, 2015.  
 
(8) Borrowings 

 
Borrowings at December 31, 2016 included one $100 million term borrowing, with a maturity date of January 27, 2017 (0.95% 
per annum), and one $60 million term borrowing, with a maturity date of September 14, 2017 (1.13% per annum), from the 
Federal Home Loan Bank of New York, and, net of discount, a $0.5 million non-interest bearing contingent payment with no 
stated maturity for the acquisition of OBS. The $100 million term borrowing was repaid in January 2017. Additional FHLB term 
borrowings were obtained in February 2017 as follows: $50 million (1.81% per annum, due February 2, 2020), $50 million (2.28% 
per annum, due February 7, 2022), and $50 million (2.67% per annum, due February 6, 2024).  
 
Borrowings at December 31, 2015 included $37.1 million of overnight borrowings (interest rates of 0.52% per annum), one $100 
million term borrowing, with a maturity date of January 27, 2017 (0.95% per annum), and one $60 million term borrowing, with 
a maturity date of September 14, 2017 (1.13% per annum), from the Federal Home Loan Bank of New York, and, net of discount, 
a $0.5 million non-interest bearing contingent payment with no stated maturity for the acquisition of OBS.   

 
The following table presents information about the Company's available lines of credit and related loan collateral at December 
31, 2016 (in thousands).  Amounts utilized include borrowings, and undrawn letters of credit in the Company's favor of $1.7 
million. 
 
  Amount       Carrying Value 
  Utilized  Unused  Collateralized by  of Collateral 

            
            

Federal Home Loan Bank  $ 161,733  $ 277,504  Residential mortgages  $ 276,030 
  of New York        Commercial mortgages  $ 163,207 

        FHLB stock  $ 8,852 
            

Federal Reserve Bank  $ -  $ 531,060  Indirect automobile loans  $ 276,712 
  of New York        Commercial loans and mortgages  $ 254,348 

 
Advances under the overnight line of credit with the FHLB of New York are payable on demand and generally bear interest at 
the federal funds rate plus 0.10%. The Company also has access to the FHLB's Term Advance Program, which allows the Bank 
to borrow at various terms and rates, subject to the Bank’s pledging of eligible collateral. Advances under the Federal Reserve 
Bank of New York are payable the following business day and bear interest at the Federal Reserve Bank of New York’s discount 
rate for primary credit, which is generally 0.25% to 1.00% above the target federal funds rate. 
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(9) Junior Subordinated Debentures and Interest Rate Swap Agreements 
 

In September 2007, the Company issued $20.6 million of unsecured, 30-year junior subordinated deferrable interest debentures 
(T3) through a wholly-owned business trust. The debentures carried a fixed interest rate of 6.32% per annum for the initial five 
years, then converted to an adjustable rate for the remaining twenty-five years at LIBOR plus 1.44%, adjustable quarterly (2.40% 
at December 31, 2016). The debentures' final maturity is December 2037, and became callable, in whole or in part, at par 
beginning December 2012 at the Company's option, and subject to Federal Reserve Bank of New York approval. Interest is 
payable quarterly. Interest payments can be deferred for up to five years, but would restrict the Company's ability to pay 
dividends. At December 31, 2016, these debentures were considered Tier I Capital for regulatory purposes. 
 
In December 2012, the Company became exposed to interest rate risk as a result of the timing of changes in interest rates 
associated with T3.  In consideration of the end of the fixed-rate period, the Company entered into a forward interest rate swap 
agreement, which became effective on December 15, 2012 and expires on December 15, 2022.  This interest rate swap 
agreement (notional value of $20.6 million) modifies the repricing characteristics of the debenture from a floating-rate debt 
(LIBOR +1.44%) to a fixed-rate debt (3.859%).   
 
In June, 2006, the Company issued $30.9 million of unsecured, 30-year floating rate junior subordinated deferrable interest 
debentures (T2) through a wholly-owned business trust. The debentures carry an interest rate of 3-month LIBOR plus 1.40% 
(2.36% at December 31, 2016). Other significant terms of the debenture are similar to T3, except the debentures' final maturity 
is June 2036, and became callable, in whole or in part, at par after June 2012.  
 
As with T3, the Company is exposed to interest rate risk for T2. In order to reduce this risk, the Company has entered into a 
series of interest rate swap agreements since 2007 with the current agreement effective as of June 15, 2011 and expiring on 
June 15, 2021.  The agreement (notional value of $30.9 million) modifies the repricing characteristics of T2 from a floating-rate 
debt (LIBOR +1.40%) to a fixed-rate debt (4.81%).  
 
With both swap agreements the Company designated them as a cash flow hedges, and they are intended to protect against the 
variability of cash flows associated with the debentures.  Therefore, the effective portion of the swap’s unrealized gain or loss is 
recorded as a component of other comprehensive income. The ineffective portion of the unrealized gain or loss, if any, is reported 
in other operating income.  The swap agreements are carried at fair value in other liabilities on the Consolidated Balance Sheets. 
Amounts receivable or payable are recognized as accrued under the terms of the agreements, and the net differential is recorded 
as an adjustment to interest expense.  
 
The Company also utilizes interest rate swap agreements for certain variable rate commercial loans whereby the Company and 
clients enter into interest rate swap agreements that result in clients paying a fixed rate to the Company and the Company paying 
a variable rate to borrowers.  The transaction allows the client to effectively convert a variable rate loan to a fixed rate. The 
Company then enters into separate interest rate swap agreements having exact opposite matching terms with another financial 
institution.  The Company does not designate either interest rate swap as hedging instruments.  Because the terms of the swaps 
with the client and the other financial institution offset each other, with the only difference being counterparty credit risk, changes 
in the fair value of the underlying derivative contracts are not materially different and do not significantly impact the Company’s 
results of operation.  Notional values associated with the interest rate swaps, under agreements with both the clients and the 
other financial institution, amounted to $90.4 million as of December 31, 2016 and $26.7 million as of December 31, 2015.  Fair 
value is carried in other assets and other liabilities on the Consolidated Balance Sheets.  
 
(10) Income Taxes 

 
Total income taxes for the each of the years ended December 31, were allocated as follows (in thousands): 
 
  2016   2015 

      
Income from operations $  11,998     10,793  
Stock option exercise included in stockholders’ equity   (231)    (777) 
Change in stockholders' equity for unrealized      
      (loss) gain on securities available for sale   (1,746)    108  
Change in stockholders' equity for unrealized      
      gain on fair value of interest rate swap   358     45  

      
 $  10,379     10,169  
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The components of income tax expense (benefit) relating to income from operations follow (in thousands): 
 
  Years ended December 31,  

      

  2016   2015 

Current:      
     Federal $  10,890     8,924  
     State   889     958  

   11,779     9,882  

Deferred:      
     Federal   246     834  
     State   (27)    77  

   219     911  

      
 $  11,998     10,793  

 
Income tax expense differed from the amounts computed by applying the applicable U.S. Federal corporate tax rates to pretax 
income from operations as follows (dollars in thousands): 
  Years ended December 31,  

      
  2016   2015 

      
Tax expense at statutory rate of 35% $  12,070     11,124  
Tax-exempt interest   (932)    (1,026) 
Interest expense disallowance   19     19  
State taxes, net of Federal benefit   560     673  
Nondeductible operating expenses   13     47  
Change in valuation allowance for deferred tax assets   (285)    (2) 
Other   553     (42) 

      
     Total $  11,998     10,793  

      
Effective tax rate  34.8%   34.0% 

 
The tax effects of temporary differences that give rise to significant portions of the deferred tax assets and deferred tax 
liabilities at December 31, 2016 and  2015, are presented below (in thousands): 
 
  2016   2015 

Deferred tax assets:      
     Allowance for loan losses  $   8,068     7,988  
     Incentive stock and retirement plans   2,638     2,517  
     Stock options   74     74  
     Interest on nonaccrual loans   -       510  
     Depreciation   496     329  
     Gain on sale of premises and equipment    367     425  
     Minority-owned entities   335     71  
     Unrealized loss on securities and swaps, net   2,899     1,470  
     Net operating loss carryforwards   2,075     2,075  
     Other   42     -    

          Deferred tax assets before allowance   16,994     15,459  
     Valuation allowance   (1,859)    (2,144) 

          Deferred tax assets   15,135     13,315  
      

Deferred tax liabilities:      
     Loan servicing rights   1,040     1,063  
     Intangible assets, net   1,449     1,318  
     Prepaid expenses   669     -    
     Other   -       126  

          Deferred tax liabilities   3,158     2,507  

      
          Net deferred tax asset $   11,977     10,808  
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Realization of deferred tax assets is dependent upon the generation of future taxable income or the existence of sufficient taxable 
income within the carryback period. A valuation allowance is provided when it is more likely than not that some portion of the 
deferred tax assets will not be realized. In assessing the need for a valuation allowance, management considers the scheduled 
reversal of deferred tax liabilities, the level of historical taxable income, and projected future taxable income over the periods in 
which the temporary differences comprising the deferred tax assets are deductible. Based on its assessment, management 
determined that a valuation allowance was needed for the federal net operating loss and mortgage recording tax credit 
carryforwards. The federal net operating loss carryforwards of approximately $5.9 million, which begin to expire in 2026, were 
generated by a nonbank subsidiary before the subsidiary was included in the Company’s consolidated federal tax return. 
Therefore, their utilization is limited under the Internal Revenue Code and related Treasury Regulations. 
 
The Company recognizes interest and penalties accrued on any unrecognized tax benefits as a component of income tax 
expense. No material amount of interest expense was recognized during 2016 and  2015, for any unrecognized tax benefits.  
The Company is not subject to U.S. Federal tax examinations or state tax examinations for years before 2013. 

 
(11) Stockholder’s Equity 

 
Payment of dividends by the Bank to the Company is limited or restricted in certain circumstances. According to federal banking 
law, the approval of the Office of the Comptroller of the Currency (OCC) is required for the declaration of dividends in any year 
in which dividends exceed the total of net income for that year plus retained income for the preceding two years. At December 
31, 2016, approximately $42.2 million was available for dividends to the Company without the approval of the OCC. Payment of 
dividends by the Company’s non-bank subsidiaries is also restricted by their respective regulatory agencies. The amount of 
dividends available for payment by these companies without regulatory approval is not significant. 
 
The Company paid a $1.92 per share dividend on common stock to shareholders on February 1, 2016 and a $1.95 per share 
dividend on common stock to shareholders on August 1, 2016. In 2015, the Company paid a $1.83 per share and $1.86 per 
share on common stock to shareholders in February and August, respectively.  
 
 
(12) Earnings Per Share 

 
Basic and diluted earnings per share for the years ended December 31, 2016 and  2015, were computed as follows (in 
thousands, except share and per-share data): 
 
     2016  2015 

Basic Earnings Per Share:     
 Net income applicable to common shareholders $  22,488    21,064  
 Weighted average common shares outstanding   1,879,248    1,883,473  

   Basic earnings per share $  11.97    11.18  

        
Diluted Earnings Per Share:     
 Net income applicable to common shareholders $  22,488    21,064  

 Weighted average common shares outstanding   1,879,248    1,883,473  
 Effect of assumed exercise of stock options   27,823    23,598  

  Total   1,907,071    1,907,071  

   Diluted earnings per share $  11.84    11.05  

 
(13) Retirement Plans 

 
Retirement Plans 

 
The Company has a combined profit sharing and 401(k) plan covering substantially all employees upon completion of 1,000 
hours of service. Contributions to the plan are determined annually by the Company’s Board of Directors. The plan is subject to 
a minimum contribution of 3% of eligible compensation. It is the Company's policy to annually fund current costs as they accrue. 
Expenses of the Plan amounted to $3.7 million, and $3.4 million, for the years ended December 31, 2016 and 2015, respectively. 

 
Employee Stock Ownership Plan 

 
The Company has an employee stock ownership plan (ESOP) for employees of the Company. Annual contributions are made 
at the discretion of the Board of Directors. ESOP expense amounted to $0.3 million, for each of the years ended December 31, 
2016 and 2015, respectively. Shares distributed to a participant upon termination of service are subject to a put option whereby 
the participant may cause the Plan’s Trust to purchase the shares at fair value. At December 31, 2016 and 2015, the plan held 
29,734 and 31,102 shares with an estimated fair value, at the respective dates, of $4.6 million and $4.6 million. 
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Supplemental Executive Retirement Plans 

 
The Company has two unfunded, non-qualified, supplemental executive retirement plans (SERP) covering certain executives 
designed to compensate for the portion of cash compensation unable to be included in the profit sharing and 401(k) plan, 
because of limitations of the plan’s design and of the Internal Revenue Code.  The Company had accrued a liability of $1.3 
million and $1.2 million at December 31, 2016 and 2015, respectively, for these SERPs. Expenses of these plans amounted to 
$49,000 in 2016 and $147,000 in 2015. 

 
(14) Stock-Based Compensation Plans 

 
The Company has two stock-based compensation plans (Stock Option Plan and Stock Appreciation Rights Plan) for 
executives, which are described below.  Amounts recognized in the Consolidated Financial Statements with respect to these 
plans are as follows (in thousands): 

 
  2016  2015 

Stock option plan $  -      -    
Stock appreciation rights plan   933    689  

     
Pre-tax cost of plans included in salaries and employee benefits expenses $  933    689  

     
Amount of related income tax recognized in income $  (373)   (276) 

 
Stock Option Plan 

 
The Company's stock option plan authorized grants of options to purchase up to 192,000 shares of common stock.  All 192,000 
options available were granted by year-end 2004. There are no future expenses associated with the unvested options.  The 
options were granted with an exercise price equal to the fair value of the common stock on the grant date based on the most 
recent public stock sale known to the Company immediately preceding the grant. The options are exercisable either five years 
from the date of grant, or at the later of age 55 or 15 years of continuous employment with the Company, or at normal retirement 
age (65).  

 
The following summarizes outstanding and exercisable options at December 31, 2016: 
 
 # Shares   Weighted 

Average  Subject   
 to Options   Exercise Price 

     
Options outstanding at beginning of the year 51,915  $ 44.91 
   Granted -  $ - 
   Exercised 5,100  $ 33.23 
   Expired -  $ - 

     
Options outstanding at year end 46,815  $ 46.18 

Options exercisable at year end 43,383  $ 45.90 

Options available for future grants none    

 
At December 31, 2016, the intrinsic value of all outstanding options was approximately $5.0 million, while the intrinsic value of 
vested options included in this total was approximately $4.7 million.  The intrinsic value of options exercised during the years 
ended December 31, 2016 and 2015, were $0.6 million and $1.5 million, respectively.  No options vested in 2016 or 2015. 
 
Options outstanding (both exercisable and unexercisable) at December 31, 2016, had exercise prices ranging from $30.04 to 
$73.46. The weighted average expected life of the options is one year. Since the options have no stated expiration date, the 
expected life is calculated as the number of years from grant date to the grantee's 65th birthday. 
 
The source of shares issued upon exercise has historically been, and is expected to be, treasury shares.  From time to time, the 
Company expects to purchase shares for treasury to be used for these exercises.  The amount of shares, timing and cost of 
these purchases cannot be determined, as the Company does not know when and in what quantity participants will exercise 
their options. 
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Stock Appreciation Rights Plan 

 
The Company has an incentive stock plan for executives which allows for the award of Stock Appreciation Rights (SAR). The 
number of rights issued is based upon the return on beginning equity in each year. SARs represent the right to receive payment 
in cash or stock, at the Compensation Committee of the Board of Director’s option, equal to the amount, if any, by which the 
market value per share of common stock on the date of exercise exceeds the SARs grant price. Long-term SARs are exercisable 
at the later of age 55 or 15 years of continuous employment with the Company or at normal retirement age (65). Medium-term 
SARs are exercisable five years from the date of grant or upon retirement. The vesting schedule is consistent with the time 
periods in which the SARs become exercisable. The following summarizes the activity of these rights as of and for the year 
ended December 31, 2016. 
 

 Long-term SARs  Medium-term SARs 

    Weighted     Weighted 

    Average      Average  

 # Rights   Grant 
Price 

 # Rights   Grant 
Price 

          

Rights outstanding, January 1, 2016  89,954   $  104.19    52,313   $  107.58  
Granted  6,541   $  148.72    4,362   $  148.72  
Exercised  4,088   $  83.97    6,145   $  85.40  
Forfeited  -     $  -      -     $  -    
Expired  -     $  -      -     $  -    

Rights outstanding at December 31, 2016  92,407   $  108.34    50,530   $  113.83  

          
Rights exercisable at December 31, 2016  64,590   $  107.02    27,580   $  91.38  

 
In February 2016, certain executives were awarded a total of 6,541 long-term SARs and 4,362 medium-term SARs, all at a grant 
price of $148.72 per share, the then-current market value (based on the most recent public stock sale known to the Company 
immediately preceding the effective grant date) of the Company's common stock.   
 
During 2016, 4,088 long-term SARs were exercised with a fair value of $270,000, and 6,145 medium-term SARs were exercised 
with a fair value of $400,000.  During 2015, 11,650 medium-term SARs were exercised with a fair value of $637,000. The fair 
value of awards vested during years ended December 31, 2016 and 2015, amounted to $231,000 and $1,384,000, respectively.  
 
The weighted average estimated per-right fair values, as of December 31, 2016 and 2015, are presented below.  Fair value was 
estimated using the Black-Scholes-Merton option-pricing model with the following assumptions. No forfeitures are assumed, as 
generally none are anticipated. 

 
 2016  2015 

Right Type LTS     MTS  LTS     MTS 

Per-right fair value $38.40   $33.17   $37.00   $33.76  

Expected dividend yield 2.56%  2.56%  2.53%  2.53% 
Risk-free interest rate 1.49%  1.49%  1.32%  1.32% 

Expected Life 3.2 years  3.2 years   3.4 years  3.4 years 
Volatility 3.30%  3.30%  4.38%  4.38% 

 
Long-term SAR’s outstanding and medium-term SARs outstanding (both exercisable and unexercisable) at December 31, 2016, 
had exercise prices ranging from $78.98 to $150.41. The weighted average expected life of these rights is three years. Since 
these rights have no stated expiration date, the expected life is calculated as the number of years from grant date to the grantee's 
60th birthday, which is the historical life for similar past rights.  Based upon current assumptions, the estimated compensation 
cost related to non-vested rights not yet recognized is $1.0 million, which is expected to be recognized over a weighted average 
period of five years. The Company had accrued a liability of $5.5 million and $5.3 million at December 31, 2016 and 2015, 
respectively, representing the accumulated fair-value vested obligation of these rights under the plan. 

 
(15) Leases 

 
The Company leases certain buildings and office space under operating lease arrangements. Rent expense, net of rent received 
and deferred-gain on sale-leaseback, under these arrangements amounted to $2.9 million in 2016, and $2.6 million in 2015. 
Real estate taxes, insurance, maintenance, and other operating expenses associated with leased buildings and office space are 
generally paid by the Company. 
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A summary of non-cancellable, long-term operating lease commitments as of December 31, 2016, follows (in thousands): 

 
Years ending December 31,   Amount 

    

2017  $ 2,913 
2018   2,720 

2019   2,369 
2020   2,050 

2021   1,427 
2022 and after   4,239 

Total  $ 15,719 

 
(16) Commitments and Contingencies 
 

In the normal course of business, various commitments and contingent liabilities are outstanding. The following table presents 
the notional amount of the Company's significant commitments and their respective carrying amount, where applicable. Most of 
these commitments are not included in the Company's Consolidated Balance Sheets (in thousands). 

 
  Year ended December 31, 

  2016   2015 

  Notional  Carrying   Notional  Carrying 

  Amount  Amount   Amount  Amount 

Commitments to extend credit:          

     Commercial lines of credit $  177,725    -     157,595    -  
     Commercial real estate and construction $  48,150    -     74,838    -  

     Residential real estate at fixed rates $  4,822    -     5,952    -  
     Home equity lines of credit $  352,030    -     313,056    -  

     Unsecured personal lines of credit $  27,746    -     27,966    -  
Standby and commercial letters of credit $  6,565    (150)    9,101    (150) 

Commitments to sell real estate loans $  4,966    -     7,305    -  

 
Commitments to extend credit are agreements to lend to customers and generally have fixed expiration dates or other 
termination clauses that may require payment of a fee, the amount of which is immaterial. Standby and commercial letters of 
credit are conditional commitments issued to guarantee the performance of a customer to a third party and also require payment 
of a fee. Standby letters of credit generally are contingent upon the failure of the customer to perform according to the terms of 
an underlying contract with a third party, whereas commercial letters of credit are issued to facilitate commerce and typically 
result in the commitment being funded when the underlying transaction is consummated between the customer and third party. 
Because many commitments and almost all letters of credit expire without being funded in whole or in part, the notional amounts 
are not estimates of future cash flows. The credit risk associated with commitments to extend credit and standby and commercial 
letters of credit is essentially the same as that involved with extending loans to customers and is subject to normal credit policies. 
The Company's credit policy generally requires customers to provide collateral, usually in the form of customers' operating assets 
or property, prior to disbursement of approved loans. 

 
Commitments to originate fixed-rate loans are made when a borrower executes a rate-lock agreement. At the time of execution, 
the Company generally charges a rate-lock fee, which approximates the fair value of the Company's commitment. These 
commitments usually have terms ranging from 30 to 45 days. Concurrently, the Company enters into commitments to sell certain 
fixed-rate residential real estate loans (usually those subject to the foregoing rate-locks). These commitments to sell are recorded 
in the consolidated balance sheet at estimated fair value. 

 
The Company has committed $3.0 million as a limited partnership investment to Cephas Capital Partners, II.  This Small 
Business Investment Company (SBIC) is a community-bank backed mezzanine finance company.  It is a follow-on investment 
to our current investment in Cephas Capital Partners.  At December 31, 2016, the Company had a remaining unfunded 
commitment of $1.5 million. This investment is carried in Other Assets on the Consolidated Balance Sheets. 
 
The Company has committed $0.5 million for an investment in Trillium Lakefront Partners, LLC.  This venture capital fund is a 
community-backed initiative in support of new business and job growth in the Company's market area.  At December 31, 2016, 
the Company had a remaining unfunded commitment of less than $0.1 million. This investment is carried in Other Assets on the 
Consolidated Balance Sheets. 
 
As discussed in Note 2 under the terms of the OBS purchase agreement, of the $1.0 million contingency payment, OBS is 
obligated to make future payments totaling $0.5 million.  
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In the normal course of business, the Company has various contingent liabilities outstanding that are not included in the 
Consolidated Financial Statements. Management does not anticipate any material losses as a result of these contingent 
liabilities. 

 
(17) Regulatory Matters 

 
The Company and its subsidiaries are subject to various regulatory capital requirements administered by the federal banking 
agencies. Failure to meet minimum capital requirements can initiate certain mandatory - and possibly additional discretionary - 
actions by regulators that, if undertaken, could have a direct material effect on the Company's financial statements. Under capital 
adequacy guidelines and the regulatory framework for prompt corrective action, the Company and its subsidiaries must meet 
specific capital guidelines that involve quantitative measures of the Company's and Bank's assets, liabilities, and certain off-
balance-sheet items calculated under regulatory accounting practices. The capital amounts and classifications are also subject 
to qualitative judgments by regulators about components, risk weightings, and other factors. 
 
Quantitative measures established by regulation to ensure capital adequacy require the Company and Bank to maintain 
minimum amounts and ratios (as set forth in the table following) of total, Common Equity Tier I, and Tier I capital (as defined in 
the regulations) to risk-weighted assets (as defined), and of Tier I capital to average assets (as defined). Under the new BASEL 
III Capital Rules, a capital conservation buffer was implemented, which must be added to each of the minimum capital ratios 
and is designed to absorb losses during periods of economic stress. The capital conservation buffer is being phased-in beginning 
on January 1, 2016 and will range from 0.625% in 2016 to 2.5% when fully phased-in. Management believes, as of December 
31, 2016, that the Company and Bank met all capital adequacy requirements to which they are subject. The Company’s trust 
subsidiaries, Genesee Valley Trust Company and Canandaigua National Trust Company of Florida, must also meet minimum 
capital requirements as set forth by their regulators.  As of December 31, 2016, these companies complied with their minimum 
capital requirements. 
 
As of December 31, 2016, and as of the most recent notification from regulators, the Company and the Bank are well-capitalized 
under the regulatory framework for prompt corrective action. To be categorized as well-capitalized, the Company and Bank must 
maintain a minimum total risk-based, Common Equity Tier I risk-based, Tier I risk-based, and Tier I leverage ratios as set forth 
in the table below. Subsequently, there have been no conditions or events which management believes has changed the 
Company's or Bank's category. 
 

  Regulatory Capital as of December 31, 2016  

  
Actual Regulatory 

Capital    Minimum Requirement   Well-Capitalized  

(Dollars in thousands)  Amount   Ratio    Amount  Ratio    Amount  Ratio  
                  

Leverage capital (Tier 1) as percent of 
                 

   three-month average assets: 
                 

        Company $ 235,864   9.95  %  $ 94,845   4.00  %  $ 118,556   5.00  % 

        Bank $ 210,235   8.77  %  $ 95,930   4.00  %  $ 119,913   5.00  % 

As percent of risk-weighted,                  

   period-end assets                  

     Core capital (Common Equity Tier 1)                  

        Company $ 184,317   9.41  %  $ 100,346   5.13  %  $ 127,268   6.50  % 

        Bank $ 210,235   10.77  %  $ 100,010   5.13  %  $ 126,842   6.50  % 

     Core capital (Tier 1)                  

        Company $ 235,864   12.05  %  $ 129,715   6.63  %  $ 156,637   8.00  % 

        Bank $ 210,235   10.77  %  $ 129,281   6.63  %  $ 156,113   8.00  % 

     Total capital (Tiers 1 and 2)                  
        Company $ 256,626   13.11  %  $ 168,875   8.63  %  $ 195,797   10.00  % 

        Bank $ 230,997   11.84  %  $ 168,309   8.63  %  $ 195,141   10.00  % 
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  Regulatory Capital as of December 31, 2015  

  
Actual Regulatory 

Capital    Minimum Requirement   Well-Capitalized  

(Dollars in thousands)  Amount   Ratio    Amount  Ratio    Amount  Ratio  

                  

Leverage capital (Tier 1) as percent of                  

   three-month average assets:                  

        Company $ 227,899   10.21  %  $ 89,317   4.00  %  $ 111,647   5.00  % 

        Bank $ 199,925   9.08  %  $ 88,093   4.00  %  $ 110,117   5.00  % 

As percent of risk-weighted,                  

   period-end assets                  

     Core capital (Common Equity Tier 1)                  

        Company $ 176,352  9.51 %  $ 83,438   4.50  %  $ 120,522   6.50  % 

        Bank $ 199,925  10.85 %  $ 82,944   4.50  %  $ 119,808   6.50  % 

As percent of risk-weighted,                  

   period-end assets                  

     Core capital (Tier 1)                  

        Company $ 227,899   12.29  %  $ 111,251      6.00  %  $ 148,334   8.00  % 

        Bank $ 199,925   10.85  %  $ 110,592   6.00  %  $ 147,456   8.00  % 

     Total capital (Tiers 1 and 2)                  

        Company $ 248,464  13.40 %  $ 148,334  8.00 %  $ 185,418  10.00 % 

        Bank $ 220,490  11.96 %  $ 147,456  8.00 %  $ 184,320  10.00 % 

 
 
(18) Fair Values of Financial Instruments 
 

Current accounting pronouncements require disclosure of the estimated fair value of financial instruments. Fair value is generally 
defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly, non-distressed sale between 
market participants at the measurement date. With the exception of certain marketable securities and one-to-four-family 
residential mortgage loans originated for sale, the Company’s financial instruments are not readily marketable and market prices 
do not exist. The Company, in attempting to comply with accounting disclosure pronouncements, has not attempted to market 
its financial instruments to potential buyers, if any exist. Since negotiated prices in illiquid markets depend upon the then present 
motivations of the buyer and seller, it is reasonable to assume that actual sales prices could vary widely from any estimate of 
fair value made without the benefit of negotiations.  Additionally, changes in market interest rates can dramatically impact the 
value of financial instruments in a short period of time. Finally, the Company expects to retain substantially all assets and 
liabilities measured at fair value to their maturity or call date.  Accordingly, the fair values disclosed herein are unlikely to 
represent the instruments’ liquidation values, and do not, with the exception of securities, consider exit costs, since they cannot 
be reasonably estimated by management. 
 
Accounting principles establish a three-level valuation hierarchy for fair value measurements. The valuation hierarchy is based 
upon the transparency of inputs to the valuation of an asset or liability as of the measurement date. A financial instrument’s 
categorization within the valuation hierarchy is based upon the lowest level of input that is significant to the fair value 
measurement. The three levels are defined as follows. 
 

 Level 1 – inputs to the valuation methodology are quoted prices (unadjusted) for identical assets or liabilities in 
active markets. 

 Level 2 – inputs to the valuation methodology include quoted prices for similar assets and liabilities in active 
markets, and inputs that are observable for the asset or liability, either directly or indirectly, for substantially the full 
term of the financial instrument. 

 Level 3 – inputs to the valuation methodology are unobservable and significant to the fair value measurement. 
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The estimated fair values and the valuation hierarchy of the Company's financial instruments are as follows (in thousands): 

 
       December 31, 2016   December 31, 2015 

    Fair Value   Carrying   Fair   Carrying   Fair 
Financial Assets: Hierarchy   Amount   Value   Amount   Value 

 Cash and equivalents 1  $ 131,952    131,952    49,572    49,572  
 Securities, available-for-sale 1, 2  $ 202,335    202,335    146,828    146,828  

 Securities, held-to-maturity 2  $ 124,349    124,277    165,591    166,632  
 FHLB stock and Federal Reserve Bank stock 3  $ 10,053    10,053    11,624    11,624  

 Loans-net 3  $ 1,940,994    1,930,599    1,832,066    1,815,515  
               

                 
Financial Liabilities:              

 Deposits:              
  Demand, savings and              

   money market accounts 3  $ 1,765,396    1,765,396    1,537,400    1,537,400  
  Time deposits 3  $ 278,229    277,169    277,983    276,791  

 Borrowings 2  $ 160,455    159,729    197,648    198,268  
 Junior subordinated debentures 2  $ 51,547    42,341    51,547    40,444  

                 
                 

Other financial instruments:              
 Interest rate swap agreements, net 2  $ 2,608    2,608    3,506    3,506  

 Letters of credit 2  $ 98    98    150    150  

 
The following methods and assumptions were used to estimate the fair value of each class of financial instrument: 
 
Cash and Equivalents 
 

For these short-term instruments that generally mature in 90 days or less, or carry a market rate of interest, the carrying value 
approximates fair value. 
 
Securities  
 

Fair values for securities are determined using independent pricing services and market-participating brokers, or matrix models 
using observable inputs. The pricing service and brokers use a variety of techniques to arrive at fair value including market 
maker bids, quotes and pricing models.  Inputs to their pricing models include recent trades, benchmark interest rates, spreads, 
and actual and projected cash flows. Management obtains a single market quote or price estimate for each security.  None of 
the quotes or estimates is considered a binding quote, as management would only request a binding quote if management had 
the positive intent to sell the securities in the foreseeable future and management believed the price quoted represented one 
from a market participant with the intent and the ability to purchase. Management evaluates the supplied price quotes against 
expectations of general price trends associated with changes in the yield curve and by comparing prices to the last period’s price 
quote. Management employs an internal matrix model for non-traded municipal securities.  The matrix model considers 
observable inputs, such as benchmark interest rates and spreads. 
 
There is no market for stock issued by the Federal Home Loan Bank or the Federal Reserve Bank. Member banks are required 
to hold this stock.  Shares can only be sold to the issuer at par. Fair value is estimated to equal book value. 

 
Loans 
 

Fair values are estimated for portfolios of loans with similar financial characteristics. Loans are segregated by interest type such 
as floating, adjustable, and fixed-rate, and by portfolios such as commercial, mortgage, and consumer. 
 
The fair value of performing loans is calculated by discounting scheduled cash flows through the loans' estimated maturity using 
estimated market discount rates that reflect the credit and interest rate risk inherent in the loan category. The estimate of maturity 
is based on the average maturity for each loan classification. 
 
Delinquent loans (not in foreclosure) are valued using the method noted above, and also consider the fair value of collateral for 
collateral-dependent loans. While credit risk is a component of the discount rate used to value loans, delinquent loans are 
presumed to possess additional risk. Therefore, the calculated fair value of loans is reduced by the allowance for loan losses. 
 
The fair value of loans held for sale is estimated based on outstanding investor commitments or in the absence of such 
commitments, is based on current yield requirements or quoted market prices. 
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Deposits 
 

The fair value of demand deposits, savings accounts, and money market accounts is the amount payable on demand at the 
reporting date. The fair value of fixed maturity time deposits is estimated using a discounted cash flow approach that applies 
current market rates to a schedule of aggregated expected maturities of time deposits. 
 
Borrowings 
 

The fair value of borrowings is based on quoted market prices for the identical debt when traded as an asset in an active market.  
If a quoted market price is not available, fair value is calculated by discounting scheduled cash flows through the borrowings' 
estimated maturity using current market rates. 
 
Junior Subordinated Debentures 
 

There is no active trading market for the Company’s debentures. Therefore the fair value of junior subordinated debentures is 
determined using an expected present value technique based on market fixed spreads on similar debt compared to the 
Company’s fixed spreads.  
 
Interest Rate Swap Agreements (Swaps) 
 

The fair value of swaps is the amount the Company would expect to pay to terminate the agreements and is based upon the 
present value of expected future cash flows using the LIBOR and Wall Street Journal Prime swap curves, the bases for the 
underlying interest rates.   
 
Other Financial Instruments 
 

The fair values of letters of credit and unused lines of credit approximate the fee charged to make the commitments. 
 
 
(19) Fair Values Measurements 
 

The following table presents for each of the fair-value hierarchy levels discussed in the previous Note the Company’s assets 
and liabilities that are measured at fair value on a recurring and non-recurring basis at December 31, 2016, by caption on the 
Consolidated Balance Sheet (dollars in thousands). 

        Internal models   Internal models    

      Quoted market   with significant   with significant   Total carrying  

      prices in active   observable market   unobservable market   value in the  

      markets   parameters   parameters   Consolidated  

      (Level 1)  (Level 2)  (Level 3)  Balance 
Sheet  Measured on a recurring basis:         

 Assets         

  Securities available-for-sale:         

   U.S. Treasury $  505    -      -      505  

    enterprise obligations   -      132,325    -      132,325  

   State and municipal obligation   -      65,909    -      65,909  

   Equity securities   2,675    -      -      2,675  

  Interest rate swap agreements - non-designated   -      2,071    -      2,071  

    Total assets $  3,180    200,305    -      203,485  

             

 Liabilities         

  Interest rate swap agreements - designated $  -      2,608    -      2,608  

  Interest rate swap agreements - non-designated    -      2,071    -      2,071  

  Letters of credit   -      98    -      98  

    Total liabilities $  -      4,777    -      4,777  

             

Measured on a non-recurring basis:         

 Assets         

  Loans         

   Loans-held-for-sale $  -      4,966    -      4,966  

   Collateral dependent impaired loans   -      -      6,022    6,022  

   Other real estate owned   -      -      888    888  
   Loan servicing assets   -      -      2,675    2,675  
    Total assets  $  -      4,966    9,585    14,551  
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The Company values impaired loans and other real estate owned at the time the loan is identified as impaired or when title to 
the property passes to the Company.  The fair values of such loans and real estate owned are estimated using Level 3 inputs in 
the fair value hierarchy.  Each loan’s collateral and real estate property has a unique appraisal and management’s consideration 
of any discount of the value is based on factors unique to each impaired loan and real estate property.  In estimating fair value, 
management may use the most recent available appraisal or may obtain an updated appraisal when, in management’s judgment, 
conditions have changed such that the most recent appraisal may not be reflective of current fair value.  The significant 
unobservable input in determining the fair value is management’s subjective discount on appraisals of the collateral securing 
the loan or real estate property, which ranges from 10%-50%.  Collateral for impaired loans may consist of real estate and/or 
business assets including equipment, inventory and/or accounts receivable and the value of these assets is determined based 
on appraisals by qualified licensed appraisers hired by the Company.  Appraised and reported values may be discounted based 
on management’s historical knowledge, changes in market conditions from the time of valuation, estimated costs to sell, and/or 
management’s expertise and knowledge of the client and the client’s business. 
 
As more fully described in the prior Note, the Company evaluates and values loan servicing assets on a quarterly basis at their 
lower of amortized cost or fair value.  The fair values of these assets are estimated using Level 3 inputs in the fair value hierarchy. 
Fair value is determined through estimates provided by a third party or by management by reference to rights sold on similar 
loans during the quarter. When values are estimated by management using market prices for similar servicing assets, certain 
discounts may be applied to reflect the differing rights underlying the loan servicing contract. These discounts may range from 
25 to 75 basis points of the principal balance of the underlying loan. Such discounts represent the significant unobservable input. 

 
The following table presents for each of the fair-value hierarchy levels the Company’s assets and liabilities that are measured at 
fair value on a recurring and non-recurring basis at December 31, 2015, by caption on the Consolidated Balance Sheet (dollars 
in thousands). 
 
         Internal models    Internal models     
      Quoted market    with significant    with significant    Total carrying  
      prices in active    observable market    unobservable market    value in the  
      markets    parameters    parameters    Consolidated  
      (Level 1)   (Level 2)   (Level 3)   Balance Sheet  

Measured on a recurring basis:            
 Assets            
  Securities available-for-sale:            
   U.S. Treasury $  504     -       -       504  
   U.S. government sponsored            
    enterprise obligations   -       125,433     -       125,433  
   State and municipal obligation   -       18,216     -       18,216  
   Equity securities   2,675     -       -       2,675  
  Interest rate swap agreements - non-

designated 
  -       633     -       633  

    Total assets $  3,179     144,282     -       147,461  

                
 Liabilities            
  Interest rate swap agreements - 

designated 
$  -       3,506     -       3,506  

  Interest rate swap agreements - non-
designated 

   -       633     -       633  
  Letters of credit   -       150     -       150  

    Total liabilities $  -       4,289     -       4,289  

                
Measured on a non-recurring basis:            
 Assets            
  Loans            
   Loans-held-for-sale $  -       7,305     -       7,305  
   Collateral dependent impaired loans   -       -       3,150     3,150  
  Other assets            
   Other real estate owned   -       -       1,415     1,415  
   Loan servicing assets   -       -       2,734     2,734  

    Total assets  $  -       7,305     7,299     14,604  
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Kelly A. Cochrane, Community Office Assistant Manager

Greece Latta & Long Pond
Cristi Alvarado, Bank Officer, Community Office Manager
Alicia Otero, Community Office Assistant Manager

Greece Ridge
Zo Ann Soong, Assistant Vice President, Community Office Manager
Donna M. Kretchmer, Community Office Assistant Manager

Henrietta
Carol Love, Assistant Vice President, Community Office Manager
Danyelle Kirchgessner, Community Office Assistant Manager

Honeoye
Sandra L. D’Angelo, Assistant Vice President, Community Office 

Manager
Amy L. Force, Community Office Assistant Manager

Honeoye Falls
Steven R. Benz, Assistant Vice President, Community Office Manager
Nicole M. Briggs, Community Office Assistant Manager

Irondequoit
Gail Bellucco, Assistant Vice President, Community Office Manager
Adelina Santiago, Community Office Assistant Manager

Manchester-Shortsville
Cynthia J. Walton, Assistant Vice President, Community Office 

Manager
Amy E. Eagley, Community Office Assistant Manager

Mendon
Iva D. Doser, Assistant Vice President, Community Office Manager
Elnora N. Williams, Community Office Assistant Manager

Penfield
Richard J. Pratt, Assistant Vice President, Community Office Manager
Harry Gibbs, Community Office Assistant Manager

Perinton
Christopher A. Pedrone, Assistant Vice President, Community  

Office Manager
Kristen Littlefield, Community Office Assistant Manager

Pittsford
Barbara J. Karley, Vice President, Community Office Manager
Barbara E. Knickerbocker, Community Office Assistant Manager

Rochester Alexander Park
Selvia Hanna, Bank Officer, Community Office Manager
Tharushan Thavakumar, Community Office Assistant Manager

Rochester College Town
Javier Quintana, Assistant Vice President, Community Office Manager
Rayon A. Boxx, Community Office Assistant Manager

Rochester East Main
Louis P. Nau, Assistant Vice President, Community Office Manager
Jessica Young Carbonel, Community Office Assistant Manager

Victor
Samantha A. Johnson, Assistant Vice President, Community  

Office Manager
Amy C. Flaitz, Community Office Assistant Manager

Webster BayTowne
James D. Schrader, Vice President, Community Office Manager
Demet Guler, Community Office Assistant Manager

Webster Jackson-Ridge
James D. Schrader, Vice President, Community Office Manager
Shawn P. Hall, Community Office Assistant Manager



Canandaigua National Corporation
Canandaigua National Trust Company of Florida
George W. Hamlin, IV, Esq., Chairman and Director
Frank H. Hamlin, III, Esq., President, CEO, and Director
Lawrence A. Heilbronner, Executive Vice President and CFO 
Steven H. Swartout, Esq., Executive Vice President and Trust Officer
Scott B. Trumbower, Senior Vice President – Managing Director
Geoffrey E. Blyth, Senior Vice President – Investment Officer
James F. Lieb, CTFA, Senior Vice President – Group Manager,  

Trust Administration Services
Joy Ryen Plotnik, Esq., Senior Vice President – Trust Officer
James P. Terwilliger, CFP®, Senior Vice President, Manager – 

Financial Planning
Jennifer N. Weidner, Esq., Senior Vice President – General Counsel 
Noleen R. Burch, Vice President – Wealth Strategies Associate
Lynn M. Carleton, CTFA, CSNP, Vice President – Trust Administration 

Officer
Donna L. Cator, CFP®, Vice President – Financial Planning Officer
Suzanne Ellin, JD, CPA, CGMA, CTFA, CFP®, Vice President – Trust 

Administration Officer
Stephen A. Rossi, CFA, Vice President – Investment Officer
Paul S. Tarantino, Vice President – Business Development Officer

Daniel R. Goodwin, Director
Garth C. Harding, Director
Sue A. Jacobson, Esq., Director
Christine L. Jennings, Director
Richard C. McCarthy, Director, Vice Chairman, and Secretary
Stephen Natapow, Director
Bernice W. Skirboll, Director

Alan M. Lupton, Director Emeritus
Albert W. White, Director Emeritus

CNB Insurance Agency
Frank H. Hamlin, III, Esq., President and Chief Executive Officer
Steven H. Swartout, Esq., Executive Vice President and Secretary
Lawrence A. Heilbronner, Executive Vice President and Treasurer
Margaret W. Whelehan, Insurance Officer
Michael D. Schiller, CFP®, Financial Planning Officer

Genesee Valley Trust Company
Richard C. Fox, Chairman of the Board, Director
Joy Ryen Plotnik, Esq., Director, President, and CEO
Geoffrey E. Blyth, Senior Vice President – Chief Investment Officer
Kurt E. Rosen, Senior Vice President – Chief Operating Officer
Lauren Kolb, Senior Vice President – Business Development Officer
Michael J. Cicero, Vice President – Investment Officer
R. Scott Mahood, Bank Officer – Retirement Services Relationship 
Manager

Frank H. Hamlin, III, Esq., Director
George W. Hamlin, IV, Esq., Director
Lawrence A. Heilbronner, Director and Treasurer
A. Thomas Hildebrandt, Director
James D. Ryan Jr., Director
Steven H. Swartout, Esq., Director
Keith M. Wilson, Director

Home Town Funding, Inc., d/b/a CNB Mortgage Company
Frank H. Hamlin, III, Esq., Chairman of the Board and CEO
George W. Hamlin, IV, Esq., Director
Lawrence A. Heilbronner, Director and Treasurer
Christopher R. Spaker, President
Helen M. Saxby, Senior Vice President, Mortgage Operations and 

Compliance Manager 
Dana Storinge, Vice President, Lock Desk Specialist/Pricing Analyst
Kelly R. Crane, Assistant Vice President, Executive Assistant/

Processing Supervisor

WBI OBS Financial, LLC 
Frank H. Hamlin, III, Esq., Manager and CEO
Lawrence A. Heilbronner, Manager
Steven H. Swartout, Esq., Manager and Secretary 

OBS Holdings, Inc.
John Henry, President and CEO
Catherine Farley, Chief Operating Officer
Barbara Mulhern, Chief Marketing and Product Officer



Every year, the Bank recognizes the outstanding contribution of 

one of its own with the Arthur S. Hamlin Award. Employees are 

encouraged to nominate one of their peers who has demonstrated 

exceptional performance and dedication to the Bank. 

THE ARTHUR S. HAMLIN AWARD FOR EXCELLENCE
CONGRATULATIONS TO THIS YEAR’S RECIPIENT, GEHRIG LOHRMANN. 

2 0 1 6  N O M I N E E S

P A S T  R E C I P I E N T S

Don Barkley
Donna Bour
Sue Davis
Kayla Domville
Christine Hayes Ensslin

Greig Holman
Jamie Jensen
Jamie Marano
Shannon Kay Nemitz

Adelina Santiago
Nancy Stockdale
Tom Whipple
Diana Wright

“Being the recipient of the Arthur S. Hamlin Award has been both a  
privilege and honor. I come to work every day to do my job and someone 
took the time to say ‘thank you’ for helping them out, and I was not even 
looking at it that way, I was just doing my job. I must say that we work for  
a special place where everyone cares about the people around them.  
George said it best at one of my first annual meetings: ‘It’s not about 
banking. Customers can go anywhere for a checking account; they choose  
us because it’s about the people we have here.’ I agree with this statement 
wholeheartedly as I have had and continue to receive help and support from 
my coworkers every day; my success can be attributed directly to them. I am 
grateful for being able to work for such a wonderful organization, surrounded 
by a great group of people that truly care.”

–Gehrig Lohrmann, 2015 Arthur S. Hamlin Award Recipient

Rebecca Long 2014
Lauren Kolb 2013
Kathy Amberge 2012
Brendon Crossing 2011
Darlene Rogers 2011
Lori R. Ellis 2010
Kathleen A. Housel 2009  
Chris Keys 2008  
Barbara Finch 2007  
Jim Terwilliger 2006 

Brenda Whitney 2006 
Vicki Mandrino 2005 
Michael Mandrino 2004 
Tamra O’Donnell 2004
Lisa Blakesley 2003 
Jason Ingalls 2002 
Brenda Stoker 2001  
Lena Hayes 2000  
Dawn Phelps 1999  
Beth Uhlen 1998  

Kathy Lafler 1997  
Jeannie Blance 1996  
Amy Eagley 1995  
Regina Kesel 1995  
Susan Foose 1994  
Kathleen Corry 1993  
James Roth 1992  
Michael O’Donnell 1991 
Jerry Drake 1990  
Linda Keyes 1989



In December 2016, Rick retired from the Bank after a lengthy career spanning 45 years. Over the  

course of his tenure, beginning in 1972, Rick and his colleagues contributed immensely to the growth 

of Canandaigua National Corporation’s Wealth Strategies Group. Retiring as senior vice president,  

trust administration officer, Rick oversaw multiple trusts, estates, and investment accounts for both 

individuals and not-for-profit clients, and also handled shareholder services. 

“�We�have�been�very�fortunate�to�have�Rick�Hawks�as�a�leader�of�our�wealth�management�

businesses�for�45�years.�His�dedication�to�his�customers,�to�the�communities�in�the��

Finger�Lakes,�and�to�healthcare�in�the�state�of�New�York�are�an�inspiration�to�all.”

–�Steven�Swartout,�Executive�Vice�President

Rick remains extremely involved in the local community. He serves as President and Director of the 

Canandaigua Rotary Club and is also a Director at the University of Rochester Medical Center. Rick 

serves as Chairman of F.F. Thompson Senior Life Services, Thompson Health System and the Ontario 

Children’s Foundation. Rick also remains involved with the Estate Planning Council of Rochester, the 

Business Advisory Council of RIT, and the F.F. Thompson Foundation. Rick is an avid golfer and enjoys 

spending time with family on Canandaigua Lake.

The CNC family will miss Rick and would like to wish him and his family a happy and healthy retirement. 

Congratulations! 

THANK YOU FOR YOUR 
YEARS OF SERVICE.  
WE WISH YOU WELL  
IN YOUR RETIREMENT.

RICHARD H. HAWKS JR.





Bill started his CNB career in 1980 working as a check filer at the Holcomb branch before becoming 

head teller and moving to the Honeoye branch in 1981. Bill became a banking officer in 1984 and 

started working with various forms of lending at our home office. Over the years, Bill has facilitated 

tremendous growth within our community through retail and commercial lending. After 36 years,  

Bill retired as vice president, portfolio mortgage/construction lending officer in December 2016.

“ For more than 30 years, Bill Van Damme has exemplified the values of Canandaigua 

National Bank & Trust Company. Through his commitment to service, Bill has touched 

the lives of countless members of our community. He will be greatly missed. We all 

wish him the best in his retirement.” 

– Brian Pasley, Executive Vice President, Consumer Lending & CRA Officer

Bill is a diehard Yankees fan and enjoys watching football and woodworking. He and his wife Pat  

own Jose and Willy’s bar and restaurant on Lakeshore Drive in Canandaigua and he can often be 

found at the YMCA. Bill has also been a longtime member of the Elks Club, the Kiwanis Club, and  

the Ontario County Historical Society. 

The CNB family would like to thank Bill for his many years of service and wish him and his family  

the best. Congratulations!

THANK YOU FOR YOUR 
COMMITMENT TO CNB 
AND OUR COMMUNITY—
CONGRATULATIONS  
ON YOUR RETIREMENT.

WILLIAM J. VAN DAMME





In May 2016, we experienced the passing of our colleague and friend Shirley A. Banks. She died after 

a courageous battle with cancer. 

Shirley joined CNB in 2003, and her positive impact was felt throughout the organization and beyond. 

In latter years, her work was focused on risks associated with electronic banking products and 

channels and she became a subject expert, providing advice to management and presenting on the 

subject at national conferences.

Shirley’s passions were many. Her smile a constant. Her warm and genuine personality extended 

to each person she encountered. As a Christian, God was central to how she lived her life and that 

steered her to street ministry work in the city of Rochester. She was incredibly proud of all her 

ministry work.

Shirley made a difference on a daily basis. She was genuine and caring and always had a kind word 

for everyone. We miss her.

IN MEMORIAM

SHIRLEY A. BANKS







Notes



Stable and consistent— 
in a climate that’s anything but.
In a year that wasn’t “business as usual” for our nation, it was another  
year of reliable, consistent performance and growth for the Corporation.  
Above-budget loan growth and a double-digit increase in total deposits  
made 2016 a year to remember.

We also executed a smooth transition of CNB debit cards to chip-based 
technology to enhance security, limit fraud, and protect personal data— 
and improved our already unsurpassed customer experience in the  
process. In yet another major initiative, the conversion of our primary  
trust accounting system is also nearly complete.

Accomplishments such as these characterize a year in which different  
teams, across various functions, came together to achieve common goals.  
It is this close collaboration and unwavering commitment that allow us to  
deliver on our promise of exceptional customer service—helping to keep 
“success in motion” far into the future.

“We are blessed 
with a unique, 
high-quality group 
of colleagues 
who consistently 
deliver value to  
our customers  
and community.”

—  Frank H. Hamlin, III,  
President and CEO

“We continue to build upon our success by listening 
to our customers and bringing them solutions to help 

create an unmatched customer experience.”

— Frank H. Hamlin, III,  President and CEO






