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 June 30, 2017 and 2016 (Unaudited) 
(dollars in thousands)

Liabilities and Stockholders’ Equity

              2017        2016
Cash and due from banks        $        36,096                  38,961 
Interest bearing deposits with others                 4,169       10,804 
Federal funds sold                   92,592       48,991 
Securities:    
  Available for sale, at fair value                249,685                184,549 
  Held to maturity                   98,577                138,021 
       Total securities                 348,262                322,570 
Loans - net                                  2,044,261             1,874,392 
Premises and equipment - net                  14,296      15,242 
Accrued interest receivable                    7,263        6,841 
Goodwill and intangibles                  17,278                  18,038 
All other assets                   38,630                  39,329 
    
       Total Assets                              $   2,602,847             2,375,168 

                      2017        2016
Deposits:    
 Demand    
   Non-interest bearing                            $      494,469                461,791 
   Interest bearing                 251,173                219,573 
 Savings and money market             1,106,137                992,960 
 Time                   260,954                269,521 
        Total deposits              2,112,733             1,943,845 
Borrowings                                     210,414                160,510 
Junior subordinated debt                  51,547                  51,547 
All other liabilities                   24,363                  30,004 
        Total Liabilities              2,399,057             2,185,906 
    
Stockholders’ Equity:    
Preferred stock                             -                   -   
Common stock                     9,732                    9,732 
Additional paid-in-capital                  13,062                  12,704 
Retained earnings                 195,161                179,876 
Treasury stock, at cost                 (11,053)               (10,222)
Accumulated other comprehensive income      (3,164)                 (2,882)
Total CNC Stockholders’ Equity                203,738                189,208 
Non-controlling interests                         52                         54
        Total Equity                 203,790                189,262 
    
Total Liabilities and Equity                      $    2,602,847             2,375,168 

Assets

Condensed Balance Sheets
For the six months ended June 30, 2017 and 2016 (Unaudited) 
(dollars in thousands, except per share data)

               2017           2016
Interest income:    
  Loans, including fees                               $        41,621                   38,820   
  Securities                        2,767           2,645 
  Other                          473                60 
     Total interest income                   44,861            41,525 
Interest expense:    
  Deposits                        1,873           1,663
  Borrowings                      1,754                         843 
  Junior subordinated debt                     1,150            1,155 
     Total interest expense                     4,777           3,661 
       Net interest income                                      40,084             37,864 
Provision for loan losses                     3,000            2,200 
   Net interest income 
   after provision for loan losses                          37,084            35,664 
    
Non-interest income:    
  Service charges on deposit accounts                  7,966           7,138 
  Trust and investment services                     9,236             8,442 
  Investment subadvisory services  1,357               1,512 
  Net gain on sale of mortgage loans                    1,271           1,002
  All other income                      1,566            1,780

      Total non-interest income                   21,396                  19,874 
    
Operating expenses:    
  Salaries and employee benefits                   22,719            21,702 
  Occupancy, net                      4,423            4,326
  Technology and data processing                     3,996            3,923 
  Professional and other services                     2,429            1,877 
  Marketing and public relations                     1,322            1,235 
  Intangible amortization                        321               438 
  FDIC insurance                         733              684 
  All other operating expenses                     4,243           5,094 
     Total operating expenses                   40,186             39,279 
    
   Income before income taxes                   18,294            16,259 
Income taxes                      6,291            5,282 
  Net income, incl. non-controlling interest       12,003                   10,977 
Noncontrolling interests                        -              -
   Net income attributable to CNC            $         12,003            10,977 
    
Basic earnings per share         $            6.39             5.84 
    
Diluted earnings per share         $            6.34             5.77 

Condensed Statements of Income

Financial Highlights
As of and for the six months ended 
June 30, 2017 and 2016 (Unaudited) 
(dollars in thousands, except per share data)

                             2017                 2016 
Net income attributable to CNC              $        12,003                   10,977 
Total assets                $   2,602,847         2,375,168 
Investment securities               $      348,262            322,570 
Loans - net                $   2,044,261         1,874,392 
Deposits                 $   2,112,733          1,943,845  
Total equity                $      203,790            189,262 

Assets Under Administration- Book value    $   2,471,426         2,300,541 
Assets Under Administration- Market value $   2,968,989         2,657,970 

Weighted avg shares outstanding-diluted          1,892,671         1,902,087  
Diluted earnings per share              $            6.34                  5.77  
Dividends per share               $            2.00                   1.92
Book value per share               $        108.76              100.75 
Closing stock price               $        161.55              151.46  
Return on average assets, annualized                        0.94%                  0.95% 
Return on average equity, annualized                      12.11%                11.91% 
Return on beginning equity, annualized                  12.34%                11.96% 

     

development of various software applications for the 
paid use by third parties. She will guide us in the 
effective selection and implementation of systems to 
assist our people to better serve our customers, which 
will enable us to potentially provide services directly to 
our clients on a self-serve basis. 

 Over the near future, we are extremely excited 
to welcome our new Executive Team members, and 
together, formulate and rejuvenate our plans to provide 
enhanced value to our customers. As you can see, there 
is much to be done and we are actively testing, assessing 
and adapting in order to better serve our constituents. 
It is extremely rewarding work and we appreciate your 
loyalty and support! Have a fantastic summer.

Yours,

Frank H. Hamlin, III



 Over the first half of the year we have put 
into motion a number of long-anticipated plans in 
contemplation and recognition of the organization’s 
continued growth. Correspondent with this growth 
is an increase in complexity of our organizational 
governance, technology, product sets, financial and 
regulatory obligations.  We recognize and embrace the 
evolution of the market we serve and the increasing 
importance of technical sophistication as a component 
of our value proposition and continued relevance.

 As mentioned in my prior letter, we have 
been in the process of transitioning the various 
functions of Steven Swartout in contemplation of 
his retirement in April of 2017. As planned, we did 
in fact celebrate Steve’s retirement in April. These 
functions were allocated amongst a number of areas, 
where appropriate, most of which landed with Roz 
Zatyko as the Executive coordinating our various risk 
functions. In typical fashion, Roz has been absorbing 
and evaluating the CNC risk function in a detailed and 
disciplined manner. The proper administration of this 
function is critical to future success of the organization. 
It establishes the appropriate balance between the 
process of conforming with legal/financial/regulatory 
obligations with the need to get business done! With 
fresh eyes come fresh ideas and articulation of the 
issues presented, refining this area of practice in a 
manner that enhances value of organization to the 
customer, contrary to typical regulatory approaches 
which tend to impede our ability to meet customer 
needs. In short, Mr. Swartout left us with a fantastic 
foundation upon which we can continue to build.  
Nonetheless, I feel extremely fortunate that Mrs. 
Zatyko is with us to further develop this area!

 Additionally, Mr. Swartout’s duties 
encompassed the care and feeding of our various 
wealth and investment entities. During that time it 
was established that a slightly more disciplined and 
intentional approach would accelerate a number of 
CNC’s strategic objectives. We found it appropriate 
to re-articulate the CNC trust and investment strategic 
vision taking into consideration a current inventory of 
CNC legal/regulatory entities and their corresponding 
products and services.  

 We identified Sam Guerrieri as the perfect 
candidate with the essential experience, education and 
disposition to assist CNC in the strategic positioning 

delivery/treatment systems) are wanting. In short, the 
Government is playing catchup and therefore we need 
to coordinate our security efforts in a manner that is 
effective in continuing to secure our own systems, 
as well as meeting the perceived concerns of our 
governing agencies.

 Additionally, the sophistication of the 
collection, analysis and ultimate use of information 
is rapidly expanding.  Computer learning and 
Artificial Intelligence are areas of significant study 
and development with a broad range of implications 
for anyone focused on or working with massive 
quantities of information. Financial institutions 
certainly qualify as such. In consideration of this, we 
recognize the advantage in increased attention towards 
the developments in technology and how it can be 
used to enhance our customer service experience. 
It is important to have our own informed views and 
strategies in order to properly direct capital investment 
and investment in people in a productive, efficient 
manner.

 Together with a shift in our thinking toward 
technology, we also have identified opportunities in 
implementing a tighter process through which we 
manage the many projects we execute every year.  Most 
projects have a significant IT component and therefore 
the existence of an efficient and well-functioning 
project and change management process both within 
and outside of IT is critical.  This becomes increasingly 
important as we grow in size and complexity so that 
we remain adaptable and can take advantage of future 
change. 

 Considering these technology and project 
management concepts, we have the great fortune 
of bringing Annette Joyce on as an Executive Team 
member to structure and supervise our project 
management functions as well as articulate, develop 
and execute upon our developing and increasingly 
significant CNC IT strategic vision. Over the course 
of my tenure, it has become increasingly apparent that 
we will significantly benefit from enhanced weighting 
and focus on technology and our ability to smoothly 
coordinate its use with our strategic initiatives. Mrs. 
Joyce brings to us years of education and experience 
building IT organizations and deploying them in the 
successful selection, implementation, and support 
of applications and technology, as well as in the 

President’s Message

Frank H. Hamlin, III
President & CEO

July 18, 2017

Dear Shareholders,

 In June, the Federal Reserve raised its target 
interest rate another 25bps to 1.25%.  This was done 
despite arguments from some that the economic 
numbers did not warrant another move.  Many of those 
same arguments against raising rates were made at the 
time of the last rate increase and behold, the sky has not 
fallen. Acting conservatively in our budgeting planning 
process, we did not depend on this most recent increase 
as a component of our income targets and thus this rate 
adjustment bodes well for the end of year outlook.

 At the year’s mid-point, we are pleased to 
report another period of superb financial results, capped 
by the declaration of a $2.30 per share dividend to be 
paid in August. The 2017 full year dividend per share 
of $4.30 is an increase of over 11% over 2016.

 Loans and deposits have each grown 
a very healthy 9% over this time last year, with 
both comfortably eclipsing the $2.0 billion mark. 
Consistent with our long-standing business practice, 
our underwriting standards were not compromised to 
achieve loan growth. This, along with the sustained 
stable economic environment, has resulted in favorable 
loan quality measures that continue to trend positively.

 The headwinds faced by our wealth entities 
and the entire asset management industry early last year 
have subsided. We are happy to report book value of 
assets under management has increased over 7%, while 
market value of assets under management has grown 
12% to a total of nearly $3.0 billion.

 Net income has increased 9%. Diluted 
earnings per share has increased 10%. The closing 
stock price has increased 7%. Yes, all arrows are 
pointing up, but the brightest and strongest one 
happens to also be the most critical and relevant one - 
positioning for the future - which I am eager to discuss 
next.

of our wealth functions within CNC as well as within 
our market.  Mr. Guerrieri joined CNC as the Executive 
Vice President of Wealth Management at the end of 
April (2017) after approximately 20 years of working 
with M&T.  His previous assignment was CEO of 
M&T Securities. We simply could not have found a 
better pairing of talent with the current needs of CNC!  
He brings with him a fresh set of perspectives, ideas 
and energy which has been exciting and fun to work 
with!  

 Over the last several years we have seen a 
swell in Financial Technology companies pushing 
into the financial industry through digital solutions 
aimed directly at the end user, instead of the financial 
service provider as has been the normal case. In years 
past, this space was dominated by the few banking 
giants and core transaction software providers who had 
the resources to develop such technology.  Now the 
expense associated with developing digital technologies 
is decreasing, and thus much smaller players have 
entered the field - bypassing the regulatory scrutiny 
that traditional banks have been required to account 
for by nature of their pre-existing charters. Thus, 
there has been an acceleration of change with respect 
to functionality and customer expectation within the 
digital financial space. As functionality, consumer 
adoption of technology, and customer expectations 
increase, those who have not kept pace will be assumed 
by consumers as too unsophisticated to be secure or 
simply too inconvenient to use.  

 The Government and its many uncoordinated 
agencies are increasing their attention surrounding 
digital security. Traditionally, digital shenanigans have 
been aimed at obtaining money through a variety 
of techniques primarily aimed at digitally insecure 
individuals and businesses. The theft through digital 
means of intellectual property has also been regularly 
occurring and promoted or tacitly approved by 
most nations.  The world is seeing the use of digital 
incursions in much more nefarious ways. Hacking has 
lead to the destruction of centrifuges, the disabling 
of country financial systems (Georgia and Ukraine 
by Russia) and perhaps even for the explicit purpose 
of disrupting confidence in United States electoral 
process! It is widely understood that the digital 
security of various components of our country’s 
infrastructure (financial systems, electrical grid, water 


