S TAT E M E N T O F CO N D I T I O N

Condensed Balance Sheets
June 30, 2022 and 2021 (Unaudited)
(dollars in thousands)

Assets

			 2022
2021
Cash and due from banks
$ 57,804
47,643
Interest bearing deposits with others		
7,436
16,127
Federal funds sold		
166
174
Securities		1,061,455
648,910
Loans held for sale		
8,424
11,934
Loans - net		 3,337,728
3,124,668
Premises and equipment - net		
20,345
14,893
Accrued interest receivable		
12,364
10,975
Goodwill and intangibles		
8,818
8,818
Other assets		
97,330
72,378
				
Total Assets
$ 4,611,870
3,956,520

Condensed Statements of Income
For the six months ended June 30, 2022 and 2021 (Unaudited)
(dollars in thousands, except per share data)

					
2022
2021
Interest income:				
Loans, including fees
$
67,860
63,692
Securities		
7,830
3,594
Other		
23
29
		 Total interest income		
75,713
67,315
Interest expense:				
Deposits		
2,108
2,641
Borrowings		
2,742
2,611
Junior subordinated debt		
721
1,103
		 Total interest expense		
5,571
6,355
			Net interest income		
70,142
60,960
Provision for loan losses		
3,530
4,160
			Net interest income
			 after provision for loan losses		
66,612
56,800
Liabilities and Stockholders’ Equity
			
Non-interest income:				
						
2022
2021
Service charges on deposit accounts		
9,882
8,570
Deposits:				
Trust and investment services		
12,601
12,027
Demand				
Net gain on sale of mortgage loans		
1,180
5,067
		 Non-interest bearing
$		 970,084
975,785
All other income		
1,692
2,128
		Interest bearing			461,923
404,899
		 Total non-interest income		
25,355
27,792
Savings and money market		
1,759,118
1,364,236
Time			615,677
535,898
Operating expenses:				
			Total deposits		 3,806,802
3,280,818
Salaries and employee benefits		
35,629
31,102
Borrowings			360,000
251,400
Technology and data processing		
7,808
6,994
Junior subordinated debt			 51,547
51,547
Occupancy, net		
5,443
4,671
All other liabilities			 78,270
62,163
Professional and other services		
3,731
3,232
			 Total Liabilities		
4,296,619
3,645,928
Marketing and public relations		
897
794
				
All other operating expenses		
6,831
5,370
Stockholders’ Equity:				
			Total operating expenses		
60,339
52,163
Preferred stock			
Common stock			 9,732
9,732
Income before income taxes		
31,628
32,429
Additional paid-in-capital			 13,827
13,042
Income taxes		
7,899
7,801
Retained earnings			 330,283
302,037
Net income, incl. non-controlling interest		
23,729
24,628
Treasury stock, at cost			(11,660)
(12,420)
Noncontrolling interests		
Accumulated other comprehensive income		(27,242)
(1,850)
Net income attributable to CNC
$
23,729
24,628
		 Total CNC Stockholders’ Equity			 314,940
310,541
Non-controlling interests			
311
51
Basic earnings per share
$
12.65
13.16
			Total Equity			315,251
310,592
				
Diluted earnings per share
$
12.58
13.09
Total Liabilities and Equity
$		4,611,870
3,956,520
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As of and for the six months ended June 30, 2022 and 2021
(Unaudited)(dollars in thousands, except per share data)
		2022
Net income attributable to CNC
$
23,729
Total assets		 $ 4,611,870
Securities		 $ 1,061,455
Loans - net		 $ 3,337,728
Deposits		 $ 3,806,802
Total equity		 $ 315,251

2021
24,628
3,956,520
648,910
3,124,668
3,280,818
310,592

Assets Under Administration- Book value		 $ 3,599,488
Assets Under Administration- Market value
$ 4,153,404

3,214,495
4,323,006

Weighted avg shares outstanding-diluted		
Diluted earnings per share		
Dividends per share		
Book value per share		
Closing stock price		
Return on average assets, annualized		

$ 1,886,353
$
12.58
$
4.20
$
167.86
$
343.42
1.07%

1,882,078
13.09
3.60
165.88
249.76
1.29%

Return on average equity, annualized		
Return on beginning equity, annualized		

15.05%
14.82%

16.50%
16.78%
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President’s Message
July 22, 2022
Frank H. Hamlin, III
President & CEO
Dear Shareholders:
I am happy to report that the first half of 2022
has been progressing predominantly on target
from an operations and productions standpoint.
Inflation has become the primary focus of the
moment and the Federal Reserve has increased
interest rates to tamp it down. The Federal
Reserve had expected some inflation pressures
resulting from the pandemic, yet not to this
extreme and persistence. They are walking a
fine line to curb inflation without pushing us
into a recession—assuming, of course, that it
is avoidable. The supply side of our economy
is improving but still materially impaired.
Inflation will persist until the supply chains
catch up with demand and unemployment rates
normalize. From an academic perspective, it
will be very interesting to watch the next 18
months unfold.
In terms of CNC, net income in the first half
of 2022 was $23.7 million, which was 4% lower
than the $24.6 million earned in the first half
of 2021. Some of the tailwinds experienced in
the first half of 2021 have calmed down—such
as the mortgage refinance boom, which drove
record mortgage banking income and buoyed
wealth management income resulting from
the large appreciation in the market value of
assets under management, leading into and
occurring during that period. In 2022 we are
experiencing a different set of tailwinds to offset
some of these areas that have slowed down.
The favorable earnings impacts from the 2022
tailwinds are expected to impact the second
half of the year more heavily than the first half.
Most notably, increasing interest rates have
started to lead to higher net interest income.
Significant loan and deposit growth has also
occurred over the past year, which continues
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to propel higher net interest income. Compared
to mid-year 2021, loans, excluding PPP (Paycheck
Protection Program) loans, increased 15%—while
deposits, excluding brokered, increased 6%.
Year to date, we are ahead of our commercial
lending target and are on target in our other
lending portfolios. Interest rates have risen
dramatically in 2022, with the federal funds rate
rising 150 bps (basis points) and most treasury
rates moving even more aggressively to the
upside. We expect to see lending growth slow to
some extent, as rates continue to increase and
the economy begins to cool. Operating expenses
have generally increased across the board and
continue to move higher, as we make consistent
and intentional investments in our employee
base and technology platforms and capabilities.
These investments are made to drive growth in
productivity and efficiency as we move into the
future.
Shareholder confidence in our institution
remains high, as demonstrated by continual stock
price increases throughout the first half of 2022,
representing a 14% increase year-to-date (and 38%
higher than one year ago!). In the first quarter
of 2022, our shareholders received a dividend of
$4.20, which was higher than the $3.60 provided
in the first half of 2021. This dividend level was
able to be further increased, as evidenced through
the $4.50 per share that is being provided to
shareholders now. The total dividend per share
for 2022 of $8.70 is 14% higher than the $7.60 paid
during 2021.
On the legislative front, we have been
monitoring discussions around the creation of a
State-level Public Bank, changes to Fair Lending
reporting requirements for small business lending,
cannabis banking, cryptocurrency regulation
and much more. The Public Bank concept is a
seriously flawed attempt to solve a number of
loosely defined problems relating to access to
the banking system for the unbanked, minority
lending, enhanced yields for municipality
deposits, etc. Prior attempts to create public
banks have failed, with great expense cast upon
the taxpayers, or have been abandoned after a

feasibility study examines the complexity of the
issue. For the moment this proposal has stalled,
however we suspect the issue will resurface in the
relatively near future.
Fair Lending reporting for small business
lending is required by the Dodd-Frank legislation
stemming from the Great Recession. Eleven years
and one Court order later, the Consumer Financial
Protection Bureau is restarting the process of
setting up this reporting paradigm. Although the
statute is well-intentioned, the practical execution
could require a bank to inquire or guess at the
sexual preference and/or gender identity of small
business loan applicants! Can you imagine trying
to explain to a customer how that information is
necessary for receiving credit? We will engage
in the comment process to ensure this reporting
obligation stays reasonable.
Marijuana was legalized in NYS approximately
two years ago. It is still classified as a schedule
1 dangerous drug at the Federal level—and thus
is illegal to possess, sell, and bank the proceeds
thereof. There have been several attempts
to decriminalize the banking of marijuanarelated businesses over the last several years
at the Federal level. The majority of States have
some form of marijuana legalization. Without
corresponding Federal legislation, financial
institutions are not authorized to bank these
businesses, which has forced them to operate in
cash. This is very dangerous, and there have been
homicides related to robberies of these businesses
due to the large amount of cash they are forced to
store because they can’t use the banking system.
Some banks and credit unions have chosen to
bank these businesses despite the current Federal
prohibition. We have not. I sincerely hope we see
some movement on this by Congress in the near
future.
Cryptocurrency is a subject receiving
enhanced scrutiny by the banking industry. The
future integration of a cryptocurrency wallet
with an online banking system was announced
by a competitor community bank about a year
ago. We have been researching the various
issues surrounding cryptocurrency and taken

an intentionally slow, wait-and-see pace on
the issue. Most of the theoretical attributes of
cryptocurrency have been debunked. There
has been significant scrutiny by a laundry
list of Federal and State regulatory agencies
making this space a dangerous area to
navigate. For now, we will continue to observe
the conversations within the cryptocurrency
marketplace and see how things develop.
In April 2022 we celebrated the retirement
of Alan Stone from the Board of Directors. Alan
served as a board member for many decades,
sharing his keen business sense and high moral
code, and demonstrating great dedication and
loyalty to our organization. His insights and
support will be greatly missed, but we wish him
all the best in his well-deserved retirement.
From a culture perspective, we have focused
on bringing the institution back together as
Covid concerns have significantly lessened.
Through the pandemic we learned important
lessons about remote working. There are clear
benefits to the institution, our customers and
employees by leveraging the flexibility provided
through remote work applications. Nonetheless,
it has been fun to come together again for
strategy sessions, employee celebrations, meetand-greets, etc. In a similar vein, we are all very
excited to resume our Summer Picnic this year
at Lincoln Hill Farms! It has been several years
since this long-standing tradition has been held,
and I look forward to seeing you there!
Thank you for your continued support!
Sincerely,

Frank H. Hamlin, III
President & CEO
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