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i UsSA LLP
m aZaTS 13a52'l?1;:5t 50th Street
Mew York, Mew York 10020

Tel: 212.812.7000

IndEpEﬂdent Auditors’ REpDrt WWW.MAZArs.US

To the Board of Directors and Stockholders
of Bank of Utica and Subsidiary

We have audited the accompanying consclidated financial statements of Bank of Utica and Subsidiary, which
comprise the consolidated statement of financial condition as of December 31, 2020 and 2018, and the related
consolidated statements of income, changes in stockholders’ equity, and cash flows for the years then ended, and
the related notes to the consclidated 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 accounting principles generally accepted in the United States of America: this includes the design,
implementation. and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material mizstatement, whether due to fraud or error,

Auditors’ Responsibility

Qur responsibility is to express an opinion on these consolidated financial statements based on our audits. We
conducted cur 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 auditor's judgment, including the
assessment of the risks of material misstatement of the consclidatec financial statements, whether due to fraud or
errar, 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, but not for the purpose of expressing an opinion on the effectiveness of the entity's
internal control. Accordingly. we express no such apinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reascnableness of significant accounting estimates made by management, as
well as evaluating the overall presentation of the consclidated 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 consalidated financial statements referred to above present fairly, in all material respects, the
financial peosition of Bank of Utica and Subsidiary as of December 31, 2020 and 2019, and the results of its
operations and its cash flows for the years then ended in accordance with accounting principles generally accepted
in the United States of America,

Other Matter

We also have audited, in accordance with auditing standards generally accepted in the United States of America,
the internal contral over financial reporting of Bank of Utica and Subsidiary as of December 31, 2020, based on
criteria established in the 2013 /mfernal Control — Infegrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission {COS0), and our report dated February 1, 2021 expressed an
ungualified opinion thereon,

mdgwomarf

Mazars USA LLP
Mew York, New York
February 1, 2021

Mazars USA LLP s g independent member firm of Mazars Groug.
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Mew York, New York 10020
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Independent Auditors’ Report WWW.mazars,us

To the Board of Directors and Stockhalders
of Bank of Utica and Subsidiary

We have audited the internal contral over financial reporting of Bank of Utica and Subsidiary as of December 31,
2020, based on criteria established in the 2013 Infernal Control — Integrated Framework issued by the Committee
of Sponsoring Organizations of the Treadway Commission (COS0),

Management's Responsibility for Internal Control over Financial Reporting

Management is responsible for designing, implementing, and maintaining effective internal control over financial
reporting, and for its assessment about the effectiveness of internal control over financial reporting, included in
the accompanying "Management Repert Regarding Combined Statement of Management's Responsibilities,
Report on Management's Assessment of Compliance with Designated Laws and Regulations, and Report on
Management's Assassment of Internal Control Over Financial Reporting.”

Auditors’ Responsibility

Qur responsibility is to express an opinion an the Institution'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 contral over financial reporting invelves performing procedures to obtain audit evidence about
whether a material weakness exists. The procedures selected depend on the auditor's judgment, including the
assessment of the risks that a material weakness exists. An audit includes obtaining an understanding of internal
contrel over financial reporting and testing and evaluating the design and operating effectiveness of intemnal
cantral aver 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
apinion.

Definition and Inherent Limitations of Internal Control over Financial Reporting

An institution’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 accounting principles generally accepted in the United States of
America. Because management’s assessmeant and our audit were conducted to meet the reporting reguirements
of Section 112 of the Federal Depesit Insurance Corporation Improvement Act (FDICIA), our audit of Bank of
Utica and subsidiary internal control over financial reporting included controls over the preparation of financial
statements in accordance with accounting principles generally accepted in the United States of America and with
the Federal Financial Institutions Examination Council Instructions for Consolidated Reports of Condition and
Income (call report instructions). An institution’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 institution; (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 that receipts and expenditures of
the institution are being made only in accordance with authorizations of management and those charged with
governance; and (3) provide reasonable assurance regarding prevention, or timely detecticn and correction of
unauthorized acquisition, use, or disposition of the institution's assets that could have a material effect on the
consolidated financial statements,

Because of its inherent limitations, internal control owver 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 beccme inadeguate because of changes in conditions, or that the degree of compliance with the
policies or procedures may deteriorate.

Mazars US8 LLP isan indegandant member flrm af Mazars Graup.
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Opinion
In our opinion, Bank of Utica and subsidiary maintained, in all material respects, effective internal control over
financial reporting as of December 31, 2020, based on criteria established in the 2013 fntermal Conirol —

Integrated Framework issugd by CO30.

Report on Financial Statements

We also have audited, in accordance with auditing standards generally accepted in the United States of America,
the consolidated financial statements of Bank of Utica and subsidiary as of and for the year ended December 31,
2020, and our report dated February 1, 2021 expressed an unqualified opinion on those consalidated financial
staterments.

mﬂ-g«'-aum.{-bf

Mazars USA LLP
Mew York, New York
February 1, 2021



BANK OF TTICA AND SUBSIDIARY CTICA, LN Y ORI

CONWNSOTINATED SIATLEMENTS OF FTNANGIAL COMNIITION DECEMBLIR 31,
ASSETS
2020 2019
Assets:
Cash and Cash Equivalents 5 27,261,607 ¥ 17,606,520
Investrnent Sccurides - Held wo Mawurity 1,038,168,030) 020,574,660
Investonent Secunnes - Available for Sule Stcurites 127,075 687 BG,491,013
Loans Receivable - Wet 124,065,492 BRZT0A11
Property and Bquipment - Ne, 19, 5400,320 20,900,507
Accrised laverase Receivalile 10154 974 RA570,817
Oither Assers 5,147284 1,560 495
TOTAL ASSETS Fo1,345,414,206 1 1,144.383,037

CHOL TERS' B ITY

Liabaliries:
Deposits § 1,063,377.891  § 885,922,413
Deferred Tax Liatilicy - Net 16289315 13,237,349}
Accrued Interest Payalle 1,070 480 1,171,039
{ther Linhilities 30068229 2635136
Total Liabilines 10835 806,115 02,050,978

Sharebolders' Equiir{,':

Vaoting Comunon Steck - $20 Par Value, Sorhesdeed

30,000} Shares Issued and Outstanding 100,000 REUSRTTY
Nuoovotng Comunen Stock - $20 Par Value, Authorized
203,060 Shares [ssued and Cutstanding 4,000,000 4 00000
Capiial Surplus 211,160,000 208,900,000
Retained Earnings 45,445,181 27,523 951
‘T'otal Shareholders” Equity 201,608,141 241,423 959
TOTAL LIABILTTTES AND
SHARLHOLDERS EQUITY $ 1345414 20 3 L1441,383,957

See Accompanying Notes to Gonsolidated Financial Stalments
-4



BANEK OF UFTTCA AND SUBSIDIARY UTTCA, NEW Y ORK

TENTS O TN OO,

FORTHE YEHAR ENDED DERCEMBER 31

2020 20
Interest and Dividend Tnhecome;
Invesunent Secudtes:
Taxable b 27,034,180 23 639,098
Exempt from Federal Ineome Tax 2,262,269 2371073
Dividend lncome 2,012,799 2,236,250
T.oais 4. 713054 4,230,433
Interest Bearing Deposits in Banles 488 300
Yederal Loan Proces strgr Frees 1,043,841 .
Federal Funds Sold B1.067 583,743
Total Interest and Lividend [ncome 38,001,547 33,069 927
Interest Fxpense:
Interest on Deposits & Borowed Fands 14,728 004 14,963,256
Net Interest Income 23323543 18,164,671
MNon-Inteeest Income:
Mer Gain on Unrealived Gain/Loss of Investment Seorrities 14,124,697 15,051 145
Wet Ciain on THepasal of Investinent Securities 1,944,115 1,141,793
Service Charpes on Deposit Accounts 217,716 340,010
Service Cliarpes and Fees - 2,700
O¢her 41,612 287 316
Tatal Non-interest Income 14,324.140 16,832, 164
Woti-Tnverast Hapense
Sulaties, Employee Benefits and Iraining 4,116,548 3779 847
Ocenpancey and Informaten Technology 203070 2872 5012
Regulatary - FLMC and NYS Banling Department 418,128 153,423
Provizion for Loan Loss Reserves 482,211 -
Ot 1,881,230 2017250
Total Non-Interest, Expense OLE30ELR 8,525,002
Ineotme Before Theome Uaxes 20 B16 865 26114133
Income Tax Expense 3,032,643 4 #5541
NET INCOME i 24,184 222 21,263,372
NEL INCOME PER SHARE OF COMMON 3TOCK ¥ o7 35
SHARLS OUISTANDING 250,000 250,000

Sce Accompanying MNvotes to Consolidared Finaoaal Skuements
_5.



BAME OF LA AND SUBSIARY VT A, NEW YORE

OISO IATE y WIS O CHANEHS [ S11AREHTT

LTy FOR THE VILAR FNIZHI IPECEMBOR 31,

Yot Tt Wintinge Terral
L mtute Curnmon Cupiral Retained Shestehallees'
Brack Steck Suzplus= T<arningy Fajuiny
Galance 1 Decernber 31, 2015 s 1,00 10T L0 LG 183 @G0 33,372 8AT S 2184972 RRY
MNel locoeme - - - 21,263,572 21,2650 12
Dindends Declaced - - - 7A1Z.50 (3 & 12 500
Transfer - - 15, 300,000 FLE, 0000 -
Hialance ar Decernber 31, 200% 1,000,800 E XA R{Ta]]] G000 27,513,999 21 423934
et Income - - - 24184222 22184202
[Fmideads Liecived - - - kL0, GO LI
Transter - - 260,040 12 2G0T
Bulanes at Precember 31, 2020 1 110,000 g N0 A0 EN, 004000 i a5,448,181 § 261,602,181

Boe Accompranging Moics ooonsnlidacal Froansal Salongeus
.



BANK OF TITTCA AN SUTSUSLARY UTICA, NEW YORIC

CONSOLIDATED STATEMENTS OF CASH [TOWS

FOR TIIE YTAR ENDED 13 ECEMBER 31,

2020 2019
Cash Ilows from Operating Sctivitics:
MNet Income 24,184,222 21263572
Adjnsunents (o Reconcile Mer Income to
Met Cash Provided by Operating Activities

Bleprectation and Amortization 1,538,423 1,563,192
Deferred Income Tax (Benefil) 3,038,123 3,431,051
Investment Secunnes Amortization - Ner 4 205 907 4,771,904
Impajrment of SecniHes 117,000} -
Fealized ((Tain) Toss on Investment Scouritics (1,940,115% 1,141,793
Lnreaheed (Gain) Loss on Investment Securides 14,124,697 {15,051 445"
Diemarion of Available for Sale Securities 1,037,275 1,114,120

Iherease; Decrease in Assers:

Accrued interest Receivable and Grher Assets (2,761,945; 303,976

Inceease {Decrease) in Lialilides:

Accrued luterest Payable and Other Linbilities 332,334 257,333
NET CASH TROM OPERATING ACTIVITES 15,756,931 16,553,210
Cash Flows from Tovesting Activides:
Proceeds from Redeunptions; Princpal Paymetars,

Maturities and Sales of Securities Held Lo Mawrity 230,081,731 188,465,068
Porchase of Securities ITeld to Matarity {3530,271,367) (252,405,109
Purchase of Available for Sale Securites (27,382,164 -
Proceeds from Sales of Available for Sale Secutities TART 54,145
Incicase div Loaris - Wet 131,794,881 {14, 417,761)
Purchases of Property and Fguipment {198,137, (B17,610

NET CASH USED BY INVESTING ACTTVTIES {179,557,331) {(78,921.273)
Cazh Flows from [Hnancing Activities:
Increase in Deposits - MNet 177455478 30464 603
Dividends Padd £, 106, 008D (3,750,000)
NET CASIH FROM FINANCING ACTIVELIES 173,455,475 46,714,603
NET INCREASE (DECREASE) IN CASH 2,655,078 (15,652,760
Cash Balanee - January 1 17,606,525 33,239,289
Cash Balanoe - Decembier 51 7261607 17,006,529
Supplemental Disclosurcs:
Cash TFaid for lnterest 14,727 063 14,610,585
Cash 1Paid For Taxes 1,051,802 67,093
Won Cash Finacing Activides
Dividends Declared and Payable 2,062, 500 1,997 50

See Accompanying Notes to Consolideted Financial Statements



BANK OF UTICA AND SUBSIDIARY IFTICA, NUW YORK

NEOTES TO FINANCIAL §1ATHEMENTS

DECEMBER 31, 2020 ANT 2019

: rarons — ‘Lhe accompanyiog consolidated financial
statements include the accounts of the Bank of Utes and Baok of Uiiea Investment Subsidiary, 1od,
its wholly-owned subsidiaty, Intercompany transactions and balances have been climinared in
cousolidartion,

The Baok of Utica {the “Bank™}) 15 a privalely held foli service commercial Bank and accepts deposits,
and generates loans primanly in the Ttica, New York region, and invests in sccurities,

Basic of Acgounting — The accompanying consolidated financial statements have been prepated in all
matettal respects in conformivy wirh accounting principles genctally accepted 1o the Unired Seares of
Ametica (U5 GAAPY) and practices within tle Bankingr industey.

Use of Tslimales — The preparation of conanlidated Fnancial staements in conformity wich 15
GGAAP reruires management to make estimates and assamptions that affeet the reported amounts of
assets and labilities and disclosure of contingent assets and liabilitdes ar the date of the consolidated
linancial statements and the reported ameonnts of revenue and expense dudng the reporting period.
Aclual results could differ from those estimares. Material esbimares fhat ate particalarly susceptible to
sipnificant change in the near tenn relale (© the determination of the allowance for loan losses, the
valvation of defored tas assets, the fair vahre of fnancial instruments, and ulher-than-temporary
j:np:tinnfnl:s of seountes.

aash and (ash Fouivalents — For the pumposes of presentation in the Consolidated Statements of
Cash Flows, cash and cash equivalents include cash and due from banks. Cash and cash ruivalents
have original mauetdes of threv months wr less, and accordingly, the cammiing amount of hese
mspruments s deemed o e a reasonabde cstimate of fair waloe,

Investment Securifies — Invesements in securities ate designaled as available for sale ot held-to-
maturity, depending on the nawre, and e intent and ability to hold the sccurities. Lhe initial
desipniation is made al the dme of purchase. Asailable for sale are equity securities and the Bank did
not hold a trading securities portfolio as of December 31, 2020 and 2019,

NS 201601 affects all entifes that hold financial assers or owe fnancial labilives. The aoendiments
i this Updale address certain aspects of recognition, medsurement, presentation, and disclosure of
financisl statements. For commercial banks, the new puidance primarily affected the measuremnent of
available foe sale inveslmwents thalt are al fair valuc, Changes in fait value ate recognized in net income
rather than through other comprehefisive income as in prior practice. ehr securilies diat
managerment has both the intent and ability 1o hold to matusty arc camded at amortized cost, adjusted
for amarstizaton of preminm and accreetion of discount compuled by e average viek] method over
their contractual lives.

Managemenl conducts perodic evaluations of scouitics held-to-matntity to determine if the
amortized cost basis of a scourity has been other-than-temporardly impaired.  These evaluations of
ather than temporary imparment (O111) consider numerous factors ane their relauve significance
will vary {rom case to vase. The evaluations consider all athdbutes of 2 particulat secarity, Debr



BANK O

TLULEZA AND SUBSIIDIARY FULCA, MEW YORE

NOTES TO FINANCIAT STATEMENTS DECEMBER 31, 2020 ANEY 2019

MCYIE 1 —

o

securities are deemed o be OTTL i (1) management has the intent Lo scll the sreutity ot 4 loss, {20 11 is
more likely than not i will have (o sell the scourity before recovery of ils amortized cost, (3 & eredi
loss has been incurred, of () there i3 a probabdity that a credit lozs will he wicwred, Credit loss is
measured by veference to the present value of expected cash fows discounted at the RECUTTS
cifcctve interest rate. If a debl secunty fs decmed ro be OFTTI, die debt secutily is written dowa to
fair-value by a charge o non-interest incume for the credit loss eompanent wilh any other component
of loss recognized through theomice (loss), net.of =

Premiums idiscounts) on debt securitics arc amoitized {accreted] to inceme using the level yield
method to the contractual mgwurily dste adjusted for acreal prepayment expetience.

Realized gains and Iosscs are determined using the specific identification method and ire reporied i
nomnterest income,

Loans Recervable — The Bank’s loan baliece is compiised of [nans held in the petliolio, including

commerdal leans, conmamer loans, and residental mortpape loans. loans are reporied al their
oulsiatiding prinapal balances adjusted for the allowance {or loan losses. Interest moome on all types
of loans, except those classified as nonaccrual, is accrued based upon the auislanding principal
AMOUNTE,

Lhe accrual of inrerest on loans is discontioued after 90 days delinquent untless such loans ate well
securcd and ate in process of collection. Loans are placed on nonacerual ot chatged-off ar an earlier
date if collection of principal or inrerest is consideted doubtful. Upon discontinuance of acereal off
miterest, all unpaid accrned intetest is revetsed, Subsequent receipts of interesl are reconded as interest
income on a cash basis unless collectability i= in doubt, in which case cash paymenls are applied to
principal. Loans may he returaed to sccrual status, if and when boowess detnonstrate the abiliy to
repay a loan in accordance with the conltactual terme.

Mlowapee for Toan Losses - The allowance for loan lossez has heen determined in accordance with
U5, GAAD, prncipally FASBE ASC 450, "Contingencies™, (“ASC 4307 and FASB ASC 310,
“Recervables”, &ASC 3107, Under the shove accounling prficiples, mansgpement is required ro
maintain an allowance fof peobable losses at the balance sheet date.  bManagement is responsible for
the tmely and perindic derermination of the amount of the allowanee requited. Management believes
that the allowance for loan lasses is adequare to cover specilically identifiable losses, as well as
estirnated losses inherent in the purtfolio for which cortain losses arc prohable bat not specilically
iden lifialale.

The allowance is maintained at a level adequate to absorb losses that have ocosrred, Manapement
determines. the adeguacy of the allorwance based upon reviews of #ndividual credits, receht loss
expetience, cuthent coonetnic conditions, the tsk characterstcs of the vartons segmentations of loans
and other pertinent factors. Credits deemed uneollectible are charped aguinst the allowance.
Provizions for credit losses, Il any, and recoveries on loans previously clagred-off are added to the
allorerance.

The detcromnation of the adequacy of the provision for loan losses 1z based on estimates that are

particulady susceptible to significant chanpes in the ¢conomic eovirenmenl and matkel conditons,
The Bank’s charge-off policy meers or 15 more steingent than repulatory minimnms,

-0



BANE OF T'UICA AND SUBSIDIARY UTLCA, NEW YOREK

MNOYI'ES FO FINANCIAT STATENENTS DECEMBTIR 31 2020 ANEY 2019

MNOTE 1 — Sammarey (ficant Accolmtin

Policies _Ct'mtinm:tl‘l:

While managetnent uses available informarien to recognize lossey oh ldans, further reductions in the
carrving amounis of loans may be neeessary based on changes in locdl coonomic conditions.  In
addition;, regubatory agencies, a3 an integral patl ol their txaminaton procdss, petiodically review Ui
cstonated loan losses.

The allowance consises of alloeated aned peneral components, The allocated companeat.relares 1o loans
that are classified az impaived.  For wose loans that are classified. as impaired, an allowance is
established when the discounted cash {lows or observable matket price or eollateral wvalue less
liquidation costs, for collateral dependent loans, of the impaired loan is lower than the carrving value
of that koan., The general commponett covets nun-classified loans and iz bazed on historical charyre-off’
cxperience and expected loss detived from che Bank's internal risk rating process. Olher adjustiments
may be made to (e allowance for pools of loans after an assessment of imiernal or extesnal influences
on credit qualitr thet are not fully reflected in the historival loss or risk tating data.

A loan is considered impaited when it is probable that the Bank will be onable 1o collect all amounts
due, including principal and interest, accotding o the conteaciual terms of the agreement. Certain
eonsutner, residental mortgage, and commercial loans whose terms have been modificd in troubled
deln restructurings (CLIDR™) are individually evaluated for iropaitiment.

TR ate loaas in wlich the borrower is expediencing financial ditfically and e Baok has sranted an
EConGnie concession o the borrowet that it would not ctherwdse consider, When loans are modified
under the terms of a TDR, the Bank pically offers the bomrower an exiension of the lean mamrity
dare antd 2 reduction in the orginal contractual interest fate,

On March 27, 2020, the Coremavirus Aud, Reliel, and Econeinic Security e ("CARES Act™) was
sipned #mto law. Section 4013 of the CANEE Act, “Temporury Relief from Troubled Debt
Restrucrurings,” provides banks the option 1o temporanly suspend certain requivermenls under GAATD
relaved to trouhled debn restructizings (“TDR™) for a limited petiod of e to account for the effects
of the COVIIZ-19 pandemic. Additionally, on Apnl 7, 2020, the banking apencies, including the [3oard
of zovernors of the Federal Reserve System and the Office of the Compiroller of the Carvency,
issned a smatement, “Inlemgency Slatement on Lean Modificatons and Repordng for inancial
Tastitutions Weorking With Customers Affected by the Coronavires (Rovised)”  (®Inberagoucy
Statemnent’), to encourage banls to work prodestly with botrowées dnd o déscabe the spencics’
intctpretation of how accounting mles wnder ASC 310-40, “Troubled Idehr Rescrnciurings by
Creditors,” apply ro certain of the COVII-19 pandemic refated modifications, Fusther, on Augast 3,
2021, the Fedesal Financial Institutions Bxwrmnalion Council issued 4 Joint Staterment on Additional
Loan Accommoadations related to COVILX-19, to provide prodent risk manaperment and consumaer
protecdon principles for finaheial iostinutions to coosider while working with borowers as loans near
the end of inilial loun sccommedaton poerods.

Under the CARES Act and velaked Tnleragency Slaletnent, the Bark may kemporaly suspend its
delinguency and nonperforming treatment for certain loans that bhave been granted a payment
accommodadon that facilitates borrowers” ability o work through the fmmediare impace of the
pandetnic. Boreowers. whe were custent prior to becnming aftected by the COWVII-1% pandemie, then
recelve payment accommedations as a result of the effects of the COVID-19 pandemic and if all
paTments are cutrent in aceordance with the rveviced termiz of the loan, generally would nol be
reported as past doue. The Bank has chosen to ublize this paet of the CARFES Act as it welates to
delinguencies and nonpeédonmig koany and will nol teport hese lodans as pasi doe,

- 10-



BAMIK OF UTICA AND SUBSIDIARY UTTICA, NEW YORK

NOTES TO TR AN CLAL STATEMENTS DECEMBTR 31, 2020 AND 20119

NOTE 1 —5 of Sipouificant Accountin

Under Secdon 4013 of the CARES Ao, modifications of loan rerms do nol automancally resalr in
TIRs dnd the Dank genevally does not nced o categorize the COVID-19 pandemic related
modifications as TDRs. The Bunk may elect not o cateporize loan maodificattons as I'DRs if they are
(1) related to the COVID-12 pandemic; {2) cxecuted on a loan that was nol more than 30 days past
due as of December 31, 2019; and (3} cxecoted berween March 1, 2020, and the sarlier of (A) 60 days
after the date of termination of the National Emergency or (B) December 31, 2620, For all ather loan
modifications, the federal banking agencies have confirmed with staff of the Financial Accounting
Standards Board ("FASE" that shor-termn modificetions made on g good Faith basis in response to
the COVID-19 pandemic to borrowets who were corrent priot to any sclief, are nol IRz, This
incindes short-termn e, six months! modificadons such as pagmenl deferrals, fee waivcrs, extensions
of repuyment terms, or other defays in puyment that are insipnifteant. Borroswers considered current
ate those that are less than 5 days past due on their conteactual parments ar the line 4 modificanon
propram is implemented. Financial instlulions accounnng for digitle loans onder Seciion 4013 are
not requited to apply ASC Subtopic 31040 to the Section 4013 loans for the torm of the loan
madificadon. Financial institutions do not have 1o report Secton 4013 loans as TIDRs in repulatory
reports. The Bank has chosen to utilize (his scction of the CARES Act and will not report the
COVI-1D pandemic related modifications as 1TIRs.

I Property and Equipenent — Property and equipfnent are stated st cost, net of acounulated depreciation

and amortizaton. Depreciation, is compuled by the straipht-line and accelerated methods.

Diepreciation is chatped o opotatons over the estimated unsefnl lives of the assets, The ostimated
nsefin] lives and mmethods of depreclation for the priﬂc{pal iterns are as Tollows:

Buildiogs and lmpoovements 10-44 Struiyrhat-Ling:
Furnimure and Equipment 3-10 Straigli-1.ine

Maintenance and repairs of premises and equipment ate charged to operations, and major
improvements arc capitalized. Upon redremenr, sale, or other disposinon of premises and tquipment,
the cost and deoumalated depreciation are eliminated from the accounts and gain, or loss is incladed in.
opeentions.

1 Profit Shaving Plan — Profir sharing costs are charged Lo employee Benefits expense as acered.

I Bostrcorement Benefits — Uoztretirement health insuranee benefits sre chatged to emploves benefits
expense when paid. Although not under contraciual obligation, the Bank cuttently provides certain
hralth care benefits to reared employees, At the oplion of the Bank, retrees may continue to recaive
coertain health insurance benefits if thew meet e and service requirements while working for the Banlk,
‘The health care plans can be contibutory with participant contrbutions adiusted annually. The Bank
teserves the eght to amend or terminate any of the benefits 41 any Ume, The amouwnts paid for such
bencfies in 2020 and 2019 were $43,170 and §39,400, respectively.
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BANK OF UTTCA AND SUBSIDIARY TTICA, WEW YORIC

OTES TO FINANCIAL STATEMBENTS DECTEMBIR 31, 2020 AN 2010

SNOTE | — Summary of 8

E. lpgome Taxes — There are wo components of ncome mx expenset curtent and deferred  Current

ncome tax expense (benefll) approximates cash to he paid (refluaded) for income txes for the
applicable pertod. Deferred income tax expense (benefit) is detenhined by recognizing deferted tax
assets and labilities [or tie fulure tax consequences atibutable o differences in rthe consolidated
financial scalemenit camping amounts of cxistng assets and labilities and their respective tax bases.
The prncipal timang differences ake the provision for loun Josses, depreciation end amoriizadon, and
unrealized g (loss) o availabbe for sale securites.

Deferred tax assets and liabilities are measuted wsing enacted tax rates expected to apply to taxable
income in the years in which those temporary differences are e-upr:cicd b be pecovercd or seiled. The
ealization of deferred tax assets is assesscd and a valuadon allowance is recoprized for that portion of
the aszet, if aty, for which it s not more likely (hun oot that the tax benefits will be realived
Management generally considers the character and timing of xable temporary differences, lax
planoing strateples and the espectadon of futuic trxable income of the appropriate character when
evalualng the need for a waluation allowance.

When messuring the amount of comrent taxes to be paid {or refunded) managemnent considers the
merit of vatious tax trestments in ehe context of stalulory, judicial ind reésulatory puidance. The Bank
also considers the results of recent lax audits and historical experience. While managemenl considers
the amoun of income taxes payable {or reccivable) to be appropriare based on informalion currently
avalzhle, more addivons and reductions to such amounts may be necessaty due to unanticipared
cvenrs or changes m circumstances. Mansgement has uot raker, and does net expect Lo take, any
position in a tax retusn which poesfdon it deems to be uncerrain. The bank is oo lnnget subfect to L5,
Federal and Stale tax examinations by tax aurhorities for years priar to 2017,

Intesest and penalties, i any, refated to the underpayment of income taxes are recorded as @
component of nan-interest expensc in the consclidated statentents of income.

MNer Income per Sharg of Corpmen Stock — Net ihcome per share of commen siock is compurted by
divicing net income by the weighted avetage mumber of shares of common stock outstanding during
the period. The weighted average number of common shaees, including vodng and non-voting, was
SE(LO0D for the years ended December 31, 2020 and 20159,

: cot Minancial lnstrements — To the oedivaiv course of business, die Bank has cotered
into off-halanee-shect financial commitments 1o cxtend credit, such as lines and lemers of credil. Such
fnancial commimments are recorded in the consolidated Anancia] staetnents when these loans are
made.

M. Heclassificarions — Redassifications ate made to poor year's Hinancal statements whenever Decessary
to conform to the carrent year’s presentation.
0. Adver ﬁﬁiug Cosls — z'ﬁ.dvul:i._mg codts ate charged to non-interest expense 1n the staternents of income

when incurred, Advertising costs for 2020 and 2019 were 161,483 and $311,386, respectweh
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BANIK OF UTICA AND SUBSIDIARY LTTOA, NEW YORK

NOTES TO FINANCTAL STATEMENTS DECEMBHR 31, 2030 AND 2019

MOTE 1 — Summary af Sieaficant Aceounting Pobicies (contmued];

P. New Accounting Pronovncements - In June of 2016, the Financial Accounting Stindanls Beoard
(“IASBY) issued Accoumting Standards Update (ASLD No. 20M6-13, AMevrrmmant of Credid Lewses on
Tinanernd Indremendn, ASL) 2016-13 affecrs all entides thar hold finandal assers that are not accounred
fert at fair value theough ner income. The smendments affect loans, debt securities, trade receivables,
fict investments in leases, afi-balance sheet credit cxposures, and any ofher financial asscts that have
the contracmal right ro receive cash. For non-S8EC public entities, the amendments in this ASU are
cticctive for annual reporting perinds beginning after December 15, 2022, For commerdial banks, the
new guidance will primanly affect the presentation of 1ssets medsured at amortized cost to be ar the
net amount cxpected to be collected. Allowance for credil losses valuation accounts will be estabilished
fur asscrs measured at amortized cost, and available forsale debt securities.  The Bank is cvaluadng
the impact of the gridanee on the Bank’s consolidated fnancial statements.

In May 2014, the Financial Accounting Standards Board. (“FASE™) issued Accounting Standards
Update (ASLD) Ner. 2014-00, Renerne from Contracy with Castomerr: Topse 606, ASU 201409 affects any
cnuty nstng U5, GAAL thar either enters into conttacts with customers to transfer gondz or services
or enters into ¢onwacts tor the musfer of nonfinancial azsers unless those eonleaceks are within the
soope of other standards {&.g., insutance contracts or lease couteacts). This AST will supcrsede the
revenue recopnition réquirdments in ‘lopic 605, Rewswe Recgpwition, and most industep-specific
guidance. In addition, the existing requirements for the recogniton of a pain ot Joss on the rransfer of
nunéinancial asscts that are not in 2 confract with 4 customoer (g4, assets within the scope of Topic
360, Properts, Plani, and Diguiimens, and intangible assets within the svope of Topic 380, Jrfangiblr —
Crundwill and Other) are amended to be cunsistent with the puidance on recognidon and measurement
(including the constrdine on revenue) in this ASU. For commercial banks, the new puidance primarity
affects the accounting for non-iaterest incomme and siles of fotedosed assers. ‘Lhe Bank adopted ASU
2014-09 om Jamuary 1, 2019 wdth ne matetial impace on the Banld's consafidated fnangial sialements,

In Aungnst 2016, the FASE issned ASUY 20016-15, “Sratement of Carh Fivns (Topie 230) - Clasdfizarion of
Coeriain Carlk Receipts and Cark Payaenss.” This ASU reportedly is intended to reduce diversily in how
certain cash receipts and cash payments are presented and classified in the stalements of vash flows,
The Bank adeptéd ASLD 2016-15 oo January 1, 2019 with no maicdal impact on the Banls
consolidated financial statemens,

In Ddareh 2017, the FASE jssued ASU 2017 07 “Campennatfon-Retfromene Bendfite fTegiée 7155 Toprosing dhe
Prosentation of Net Peradie Penrion Cond and INet Periodic Partrstirement Beaglit Cort ' The ASU requives that
ah employer tepolrt the service cost component with other commpensaldon cosl atising from services
rendeted by the pertinent emploress during the period. The amendment also tequites the components
of net henellr cosl tw be presented scparatcly in the income statement from che =ervice cost
component and oo within income from operadons. The Bank adopred ASU 201707 on Jaouary 1,
2 9 with no material impact on the Bank’s consclidated financial statements.

In February 2018, the Finandal Accountng Srandmrds Board iesued Arccounting Standards Updale
218402, “Inceme Statanent —Bepottnp Comprchensive Inecome (Uopic 2200 Redassification of
Cetfaint Tax Effects from Acoumulated (Other Comypeehensive Tneome™ This amendment allows a
tedassificanon from acoumnlated other comprehensive income o telaned carnings for stranded tax
effects resulting from the Tax Cuts and Jobs At of 2017, The Bank adopted ASU 2018-02 en
Janaty 1, 201% wdth 1o material inpact on the Banlds consalicated financial stalements.



BANEK OF UTTCA AND SULSIDIARY TITTCA, I 1w Y ORK

NOTTS 10 FiXANCIAT, STATHMITN LS

DECEMBER 31, 2020 ANLY 2019

I Awggnst 2008, the FASR issued ASTT 201813, “Disclosire Framework — Changes to the Disclosute
Requirements for Fair Valde Measurement.” This ASL climimates, adds and modifics cortain
dizclosuze requirements for tair value medsuremetts. Among the changes, enlilics will o Jonger be
requived [ diselose the amonnt of and reasens for tearzfers between Level 1 and Tevel 2 of (he fait
value hiesarchy bul will be reguired to disclose the range and weighted average vsed. lo develop
significant unobservable inpuls for Level 3 far value messurernents. AST) 2008 13 is effeclive fur
intetine and annoal reporting periods beginning after Pecember 13, 2019, and early adapiion is
permirtedl The Bank adopted ASU 2H8-13 on Jamuaty 1, 2020 with no maererial Empact on the Bank's
consolidated fnancial starements.

In Decemnber 2019, the FASE issued ASU 2019-12, “Simplitying the Accountng for Income Tases.”
This AST simplifies the wecounting for income mzes by retnuving cortan exceptions ta the general
pdnciples in Topic 740 and clrifying and amending existing puidance. For public business entidcs,
the amendmenls in this Update are effective for fiseal years, and interim periods within those fiscal
vears, beginning after [ecember 15, 2020, Fot all othet entties, the mmendments are effectve for
fiscal vears beginning afrer ecember 15, 2021, and intetim periods within fiscal veats beginning after
Drecember 15, 2022, Early adoption of the amendtments s permitted, including adoplion in any
interim period for {1} public business enrities For petiuds for which financial statemenrs have not yet
bren issued and (2) all ocher anitities {or pedods for shich finaheial statements have tel yet been made
available For issnance. An entdty that clects to carly adopt the amendments in an imterim peried should
tefleet any adjustmenrs as of the beghming. of the anmeal period that inchades that interim peviod.
Additionaliy, an endey thal cleers early adoption must adopr all the amendments in the ame period.
The Bank dves aot cxpect adoprion of ASU 2019-12 (o matetally impace the Bank’s consolidated
finaneial statements,

¢J. Risks and Uncertuintics - We congidered the impacts of the COVID-19 pandemic on our business,
resulls of opetations and financial condiden, The COVID-19 pandemic has creared economic and
financial disraptions, globally and has led governmental anthotities to take naprecedented measutces to
mitigate the spread of the discase, including travel bhans, bovder closinygms, busmess closures,
quarantines, and shelter-in-place orders, and to take acions designed o stabilize matkels and promote
economic growth. From an operational perspecrive, our business has remained open and we do not
have any plans n close our business operations. The extent of the i.m}}ar_‘l; o chie pandomic on our
business witl depend largely on future developments, including the duration and spread of the
outhresk, ils severity and the actions raken to sontain the disease or eat its impact. We continue to
mopitur the dvnamie simaaron, nchiding goidance and mepulatons issued by the (13 and ocher
governmental authorities. In light of the rapidly evolving nature of the COVID-19 ouibreuk, we are
oot able af this Gine to cstioare the ultmate effect of the pandemic on our business, resuls of
ofpetalions of financidl condition inthe fiapare.

5 2 — Hestricton on Cash and Cash

The Bank is requized at tifnes to maituain fesere fiunds in cash or on deposit with the Federal Resenve
Bank. As of December 31, 2020 andd 2019, the Bank was nol required to meintain a reserve halance.

-14-



BANEK OF UTECA ANEY SUBSTDIARY : UTICA, NEW YORK

NOTES TO FINANCIATL STATFWRENTS DECTIMBIIR 31, 2030 AL 2019

— Investiment Secanbes:

The amortized cost and csrmated fair values of secumties held o matudly and avalable for sale securities
are as [ollows:

Dlecember 31, H)120
Cieass TTirealiced (Gross Uorealred

Scenties Being Held tn hdangrily Amorteed Cost Crzing T.oss0s Tiair Vahue
Stare & Monicipal
Db Secudtes 3 137 REE.TT 5 4,276,930 £ #1353 5 141,791 388
Mortpage Backed Securifes 124738 12,430 137,138
COither Domestic &
lioraign 12ebt Securilies 00,445 431 41,105,715 248,864 04 305,262
T'otal Held to Matricy T 1,088,1608.930 § 45,304,125 ¥ 333227 b 1083233826

) 54,9250 ¥ 72,602, TEG 3 420 401 F 12707087

egember 31, 2000
Crrass TInrealived Groos U nrealised

Secnrries Being Held to MMarily Amorlived Cost Crains Losses ) Fair Value
Stare $ Bunicipal
Trebr Recurities % 132072723 3 3083376 t 3,809 g 135,152,494
Movtgage Backed Seouites 186,247 12,682 - 108,920
Ciler Dotneshic &
Tioreign 1ebt Seourides TRE IS H00 13,500,383 314,499 B(11,510774
‘l'otal [eld to Mamricy g 920,57.060 f 16,605,841 ¥ Jta308 B 934,862,193

] 28,442 527 £ A3,103,700 I 115,302 i o 491,013

Securities carried at approzimeately FEBOOHL1LE on December 31, 2020 and $234,434568 at
December 31, 2019, were pledged to secure public deposits and for other purposes required or
permmitied by law.

- 15-



BANK OF UTICA AND SURSIDIARY UTICA, BT YR K

NOTEHS TO FINANCLAL STATIL

MENTS DECEMBER 31, 202¢ AN 201%

MNOTE 3 — Investrent Securities (contnued:

i -Fu]lmt-ing saiimarizes the stnorbiced cost and far value of secotives ht‘ld—tD-lﬂntLlrit}-‘ by

confractual matirity at December 31, 2030, Acneal maluritics may differ from conltuctual matarities
because dssucrs may have the fghl o call or prepay obligations with or without call or prepayment
penaldes,
Due: Amartized Cost Dair Vaiue

Within One Year § 1676972 ¢ 169,178,486

From One to THve Years 641,022,870 6¥3,311 814

From Free e Ten Years 203452,324 212747 AR

Afreer Ten Years 25,985,815 26 096,118

F 1036168030  $ 1083233828

As held-ro-mammty seaurtics, the difference berween amortzed cost and fair walue is not expected ko
be realized because of the BGanls ahility and intent to hold these securities until due.

Druring 20719, the Bank sold held-te-matarity securities with a book value uf_ﬁl,ﬂl'ﬁ_,iﬁﬂ for $1,254,500,
resulting in losses of FE3,7600.  These sales were he result of isolated cireurmstances inyolvine
deterioration in the isswer's creditworthiness, and as such ave permitted vndet FASB guidance. Lhe
sales were not incensistent with their odpinal classificanion of held to matutity, Duting 2020, the Bank
did nuoot sell amyy held-to-matutity scouritics.

Gross realized pains and losses on sales of available for sale securities, held to maturity secutities and
apriofial calls of held to maturity securites are suomratized as follows:

Taecember 51,

22} 2019
Realized (3ains ; 2231815 § 1,243,339
Realieed Losscs (291,70 [101,545)

¥ 18940115 % 1.141,793
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BANK OF UITTCA AND SURSLTARY ITTTC A, WIS Y ORER

NOTES TO I'MTNANCIAL STATEMENTS DECHEMBER 31, 2020 AND 2019

NOTE 3 — Investmon

ipouribies (continue

The following summarizes. the fair value and gross unzealized losses {or those available for sale
securities which are temporarly impaired. The Bank owned 8 and 1 individual secutities that have
been in a conlinuous uhrealized loss position for less than twelve mouths as of December 31, 2020
and 2019, respectively. The Bank owned 2 individual securities rhat have been in a continucus
unrealized loss position for twelre months or longer a1 both December 31, 2020 and 20019,

Precember 31, 2020

Liess Than Twikre Months
1'webre Months. ot Lomeer Tt
Torealied Jrealized Tnrealized
Fair Yalue Losges Fair Vyhue Lossca Fair Value T aasses
Asaailable for Sale
Sectirites I AL N T T (324453 3 Zgaehn  f a4E 0 4442771 3§ 20 8010

Derember 31, X110

T.css Than Twealve AMonths
Twelve Méanths or Lonzee Topal
Uiarealived L mrenlizod Unreabved
Fait Vulow Losses [air ¥alne Lisses Fanr Value Lorsses
Available for Sale
Securides ¥ 32110 5 2408 § 625§ LR 408360 [115,302}

‘The following summarkees the fair valne and norealized losses for thase held te mansrity securites which are
temnporarly impaited. The Bank owned 23 and 27 individual securiries that have been in continuous unrealized
bass posiion for dess than twelve months and ) and 44 individual securities that have been in 4 condnuous
untrealized loss pnsitihn for twrelve months or longer as of Decanber 31, 2020 and 2019, respeetively.

Dwiwicborl ], 1020

Feeg'Than Twelye Mdanihs Ty vt lurahs wrloager Tatz|
Amariie d Far Uze alge d ENTHUE T | Far Unmsaiend Anerize d Tair Imrentie
Cosr walls lasaca oLy Walur Lasacs Casl aliu Lusses
Temps ge Basked K 3T 5 T -] r = - F ER ] - R iTd 05 1¥a R -
MubicipalSesurio: 1,984,660 MAaER2, 237 (A4 353} - - - L1, 5845, 500 L 00, a0y (541,353
Comearats Neads 25,018 517 24 7150 43 58040 - - - 35018337 24. 765,163 [248,864]
36,705,381 336,372,034 § (253,177 E - % - 5 - BGOSR % 34302132 % 1335.227)

11 g atiiagn &1, 20019

Less Touo Twenve Months. Tweaz Months arlanger TrR.
Anond tak Unreakce 2 s e L T lnrenhzed Aranzec Fax [nzealire d
st YRhee Lnage Linat Wh Loagss Ioal Valee Lusuuy
Martgage Bocked H -5 -t - % -5 - % - % - % -5 -
Munipald cewritiea - - - R | 251,712 [3,B05) 2.813,5.1 191,7R2 1 800)
Carpomate Rands A3 HI 3T +5.173,354 1166,1521 T0.85L353 M0ECIOZE [115,3 LM 110,240 EP1 115,946,383 (11,1505

453050338 B45,143,350 & {IoGEz) 5 9EKOANO4 57I7MLTIEOE (132,128 4 1WL96402 B UTESE.050 5 (I1EI0R:
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BANK OF UTICA AND SUBSTDIARY UTICA, KEW YORIK

WNEXUES 1O FINANCIAL STATIMENTS LDECEMBER 31, 2020 AN1Y 2019

NLOTE 3 — Tyvestment Scowdties (eontinned)

The temporary tmpainment of scourities held-ro-maturily is prmarily atteibytable to chanpes in overall
market interest rales and/or changes in credit spreads since lie investments were acquired. In penersl,
2: marker inleresk retes fise and/or credit spreads widen, the fair walue of fixed rate secudtics will
decrease, and as marker interest vates fall and/or credit spreads tighten, the il valuc of fized rare
securitics will increase. As of December 31, 2020, the Baak has the ability and iokear w hold these
securities 1o nlﬂLuﬁt}r or untl such time as they are called or prepaid. As of December 31, 2024,
management expects to collect all amounts duc accarding o the contractial letms of these secarities
and does nor belicve that there are any cases of unrecorded OTTI as of December 31, 2024},

Durivig 20020, the Bank recognized 32325314 of olher-than-tumporary impairment losses (charged Hirinst
teome) telaled to available for sale securities, there were no such ocoutrences in 2019 .

NOTEA — T.ouns Beceprable aod Allowance For [osn Tosges:

The componcnis of loans m the consolidated staletments of finandal condidon were a5 follows:

20020 e

Cammetcal Loans 3 3,415,560 Bo41,875.007
Conunercial Real Estate Loans 36,263,179 35,863,674
Residestial Real Tstate Loans r7a0. 768 1,907,495
Congurner Loans 4,728, (1 4,058,230
Covernment Guaranteed Laans (1) 33,759,004 4 716,938
Orverdeafrs 84,731 449,973

§ 121719322 § 89,561,340

(1 As ol Deember 31, 2020, Gurvemoene Chowanteed Toans induds
515,325,131 of Paychedk Proreaion Propram (TTT) Loans

Dhwuring 2020, the Bank had recetved U5, Small Business Administraton (“SBA™) approval for vver 183
PPP applheations of which it made 184 loanz totabing $26,344.097. Leans undet the PPT that meet SBA
requirements may be forgiven in cerain circumstancees and are 100% gnaranteed by the SBA. P11 loans
have either a two-year or five-year term, provide for fees of up t 3% of the loan atount and eam
inrergst af an annual rate of 1%, As of December 31, 2020, $15,335,131 of loans under this program
were ingluded in recenrables.

‘L'he Banlk eevaloates e credit q_uﬂ]il}r of ity loan portfolio based on nternal credit risk rarings 1lsing
mamercus factors, including mating apency informaton, collatersl, collecton experience, and other
internal meteies. Ratiogs are updared ar least annually or more frequently if thete is 2 marerial change in
creditarorthine s,

The rating, classifications in nse by the Bank are as follows:

Pass — Primary source of loan tepayment is satisfactory or better, with secendary sources Very
likely to be realized 1 necessary; loan within noremal credil s landands.

Special Mentinn — An asset classified as special mendon have a polental weshoess that descerves
manspement’s chose attention. T left uncorrected, these potential wealmesse: maay result in
deteriotalion of e repayment prospects for the lean or of the Baok's credit posidon at some
fumee date.
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BANK QF UTICA AND SURSTIARY UTHCA, NEW YORK

NOTES T FINANCIAL §TTALTHMENTS LIHCEMBER 31, 20300 ANTY 2019

substandatd — A subsrandard asser iz inadequately protected by the current sound worth and
payity capacity of the obligor or of the collaterad pledped, if any. Assers so classified must have a
well-defmed weakness ot wcakoesses thar jeopardize the bguidation of (he debt. They are
characlerized by the distinet possibilite that the instiuton will sustain sonie losz iF the deficienedes
are not correcked.

Dioubtful — An assee classified Doubefol has all the weakficsses inherent in one classified
Substandard with the added charaeteristic that the weaknesses make cellection or lignidation in
full, an the basis 6l curmendy existing faces, conditons, and walues, highly questionsble and
unprobakle,

Loss — An aussel clussified loss is considered nneollectable and of such licfle value that continuance
as bankable assets is not wartanted, This dassification does not mean that the assel has absolutely
ne recovery or salvaze value, but eather it i5 not practieal or desivable to defer writing-off this
basically worrhless asser even though partiat recovery may be affected in the future,

The following ralle sets Forth ihg loans by credil quality indicaton:

Drecember 31, 2020

¢ ol Resilentiil {ronsernment
Cenningreial Hoal Ezlale Keal Harae Consumer [rusrantesd Clverdrealts Tatal
Creiit Rating:
Pass 5 33,846,205 3 4330000 5 1Te0, A8 F A4 TERDMY 5 33750034 % 84,731 F112,683,783
Spedal Meation - - - - - - -
Rubsrandard 59, 3404 1,364,173 - - - - a.053,537
Trruhtfl - - - - - -
[ipam - - - - - - -

3 3MAl3 508 f 46,965,179 % 1,740, Ted 5 4 TRR041 £ 379005 % #4731 F121. 010 322

| doermber 31, 2079

{ommercinl Resideodal Croroinmaent
Coonercial Eeal Bstate Keal Egzate {onsumer Cruanot el Cheeedeafzs Tatnl
Credie Raring:
Pass Foaandad 5 K01 §F T MaTAME 5 LAREFA0 O 1716955 R 449,975 5 BT 514,194
Spechiul Mention - - - - - - -
Bubsrodicd eSS LAT3.573 - - - - 245,118
DioulbtEnl - - - - - - -
T.cams - -

§ METS00T 3 RRAGRLYY 5 100V40E B 40382 5 47448038 0§ 440073 § 8% 561,340
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BANEK OF UTTCA AND SUBSIDIARY

BIOTTS 10 FINANCIAL ST

BCYILDT 4 — Loana Becad

UTICA, NEW YORIK

DLECHMBMR 37, 2020 ANTY 2010

The Bank wacks loan payment acowity for the loan pottfolio.  The payment statvs for the loan
porttfolic at December 31, 2020 and 2019 is shown in the wable belows

30-89 Days 0+ Urays Tatal Tal
Past Tue Past Thue Fast Thae Cutrcnt | oanz
Commercial Loans 5 - B AMO0d 4 o404 5 33010665 0 34415569
Commerrial Real
Lstare Loans - i SN 4,661 46,320,318 6,905,179
EKeridential Real
Fatate Toans A0 580 - 40, RED 1,726, 1#8 1,706,763
Corisuimer Tosans 1,433 1453 4730 588 4728041
Government
{rraranreed Taans - - - 33,730,034 A3,7R 034
Cregrdrafts 1,145 5416 6,461 TH,270 B4 731
3 43,078 3 1134981 0§ 1198039 % i%321263 0§ 121,719327
Tlepember 31, 200%
30-89 1avs B+ Dhays Tarlal Tratal
DPasc Trae Tasl. Tiue Past Thae Curtent Loans
Commersial [oans 3 TG0 F E R C S25ke4 % H1A4w143 0 F ML ETRO0T
Commercial Real
Bsrate Fioans - 024,570 a84,270 35,175,804 33,863,674
Rezidenrial Real
[lstate Loans 162,588 162,388 1,504 010 1,907 498
Consumer Loans 20,068 200 20,268 4037 363 4 658,230
Government
Craranteed Lioans . - - 47464938 4,744 058
Creendrafis 319,506 152 408 A2 304 77 el LAD LTS
¥ 29422 F L1370 0§ LTasANd F O HTTSAG 0 89,361,340
Performing and non-performing assets are shown in the following table:
December 31, 30240 Decernber 31, 2019
Jvcemaal Moo Accoal Accmal Naon- Accal
Cotamereial Towns 33910665 § 504004 41370002 §  A04.903
Commereial Real Listate Loans 46,320,318 G4k Gal 33,178,804 GE4ETD
Eesidentisl Rrel Hetate Losns 1,766.765 - 1967 493 -
Cunsumer Loans 4 7280 - 4657 430 a0k
Government Guaranteed Poans 33,759,054 4,716,938
Orerdzafts &d.731 - 45075 -
120,569,757 P 1L14% R0k 3 BRIVOTah 5 1 190875
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BAMK OF UI'LICA ANLY SUTBSTRIARY UTICA, NI ORI

NOIES 1O FINANCIAL STATTAREN]S DECEMBER 31, 2020 AWNTD 219
NOTE A ~Tao ivable and Allosance for Toan 1 asses

A loan is considered inpaired when it is peobable thar the Bank will be unable to collect all amoints
due, incleding principal and interest, according to the conlractial terms of the agreemenl. Certain
Commercial and Residential loanz and thoze loans whose terms have been modified in o TR ae
tidividually evaiuared for imparment. Smaller balance horaogenous loans are collectively evatuated
for smpaitment,

Yeae Fndod

Az of Doeceober 31, 2020 Dicreenbiee 31, 3000
[ ripie] fvernpe Luterest Tncome Tnccerst
Principal Abtororanise T carledd Recopnized loacmme:
Balan:e Rirgorded Lzin Totzl Cash Gasis I iream g

Impaiced Loanz With Mo
Hlarmd Mluarance Tecoudied

Cenmienerial & Comeonereial

leal Tistace 2083171 % -8 ROVRAT % Tafa § 0 TR 3 29330
Fasidenlial - - - . - -
Ovezdrafta - - - - . -

2055, 171 - 2AOTe A 1006 72574 29330
Trnpuadree] Liovinis WiLh Aoy
Allersrance Kecocded:
Coenenerciyl $ Commerscial

Keal larats TRG.AT4 235,087 1,002 744 13,564 17,774 36,391
LRegidencial - - - ; - -
Cverdrufry - - . ) )

084,074 05 087 | N3 764 13,5848 17,774 6391
TFotal lonpaired Loans S 3039713 % 2350B7 5 30755011 05 B5.5B4 S 00348 5 65041
Your Fnded
Ay oof December 31, 2019 T recembor 31, 2009

Llnpz1d Asvrage [atecest Tocome Tnrctest

Pringipal Al dsice Regercled Rerumiel Income
Lalameo Recorded LA Lalal Cazh Hasis IMipesrone

impaired |oana ¥k Mo
Poluted Allessrance Recocded:
Cacuercial de Coousrcial

Rzl Cetate § 2558142 f - & 2ompl3Z % L00Y13 F LMLI § 115,001
Hosidential . . . B . -
{heerlmafrs - - - - - -

2508142 - 2230032 100,713 110 540 11340Mm
Lepipsiizerd Lusang With Ao
Allawrance Recrrdad:
Cornmercial & Commeecial

Heal Raae 317,30 18,513 a333z2 18,923 18,874 -
Reddential - - - -

Crvandenlis - - - - - -
A1, 19,8135 333,322 1R,925 1R,8741 -
Lestal Irnpﬂ.i:r_'li Laans 2 3Nn5443 & 1BERIS 3 3283334 § 119838 0 283358 5 115091
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NS T8 [INANCIAL STATEMENTS DRCEMBIER 31, 3020 AN 2078

JTE 4 —1cans Receivable aod Allowance for Toan Toss

During the normal course of business, the Bank modifies loans to mazimize recovery effors. If the
borruwer is experiencing financial difficalty and a concession is granted, the Bank considers such
modificauons as woubled debt restructuring (FDR's). The types of concessions that the Banle grants
npically inelude forpiveness of principal and intetest rte concessions.

‘Ihe tollowing table summarizes the Banl's foan modification acdvides that were considered 1o b
troubled debt rescrucluting: duting the year ended December 51, 201%:

Pre-Modificaricn Post-ModiBiearing
Ecan Type MNumber Recorded Lovesiment Becorded Tivvesiment
Commercial &
Commercial Beal Hatate k] :S 1,149 565 3 1,148,365

The Baak had no loan modifeation acuvilies lal weee considered troublad delat restructuritys for the
yoear ended December 31, 2020,

As of December 31, 2020 and 2019, the Bank Lad commeral loans of $3,039,243 and $3,115 443 thae
were constdered TDR's with recorded allowances of $255,087 and §19,813, respecttvely.

The BPank decs net have a significane. concenuralion of tisk o any individual client. However, a
geographic concentration atrises becanse the Bank operates primazily in the Central New York region.
The Bank docs not engage in any international banking actisilies.

In its normal course of business, the Bank does not offer interest only loans, other than demand notes
trpically secured by quick collateral, or loans with other features that may incresse the Bank’s exposure
to credit sk and result in a concentration of credit risk,

The dllmsance for loan loszes is composed of specific allowances for certoin loans and genevad
allowances grouped into loan pools based on similar characietistics. The sflowance for loan Josses is
allocated al year end based on the ATTL Reserve Adequacy Report of reguired reserves. Additionally,

the Bank does noet record an allowance for loans that ate muaranteed by govertunent srencies, as there
is nominal risk of prineipal loss.

An analysis of the change in the allowance for ceedit losses follows:
Decaember 31, 2020

Commircial

& Cornmerciyl

EReal Estale Rosidential Consumer Total
Beginming Balince £ 1,243,154 b - fi 27,578 1200730
ALLL Alnearion {175,088 171,882 3,206 -
Charge-Offs (D00 (126,828) (14,248 (141,976
Lrowizion for Loss Reserves 482211 - 482,311
Recoveries 13,000 - T B66 22 _B6i
Ermding: Balance 5 1,384.377 3 45034 ] 24399 ¥ 1653 830
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BOTTES TO T

AL STATEMENTS

DECEMBER 31,2020 ANTY 2019

MNOTE 4 = Toans Beceivable and Allowance Gor Loan Lesses {continued):

Lyecember 31, 2019

Comimerdal
& Commercial

Real Fsrare Resuleahal Consumer Talal
Begnnning Baknce 3 1,760,324 ] 16,0624 ¥ 19,456 3 1,804,784
ALLL Allscation (18,361) 160243 34,383
Charge-Offs £300,909) - IR 621, (529,330
Provision for Loss Reserves - - - .
Recovedes J13,100 - 2373 15,475
Ending Bahnee 3 126313 3 - b 27,575 § T1,290729

The Bank’s toan portfolio and related allovweance for loan losses at December 31, 2020 and 2019 2re
shown in the tables below:

Prpeesolur 31, 3030

Commesdal &
Lam merdal Wend Tistite Aesideitial Ut Tl
Hrak “aiae Allawrgnce Fank Vil Alluwine Bk Vaue Sllciwance Tacl helie | Allnanere
Ta:zns indnsdialiv
svaluiled [or
BT EIN N1 - LIENETOF . - 3 - A ER T 5 SRR T35, 157
Lz eollectividy
gt Lo
impainnene FHALN 3N 1.YE R LIGOTGH 5,31 1ot G L 1.00% 54,021 048 LA
‘Taeal leans
evatucted fac
wnaituew F_HdLdRzAT0 3 Lo 7 8 1IEETEE  § +iii B +itdli4l 3 L T O T T T L.AZ5.H3IN
Tlereraber 3, 301G
Commenial d
o menagl Rl Peeaee Touiddua Ll oazrucizee “Lerbal
Pawls il Al ance Tiralk Walae Allcwanns Tk w2l Al 2w Rk Vil Alergazipe
Luaws icdividaadly
ovaliaed fre
impirniger ¥ ERSER LT TN R 3 - H ¥ A4 § 19,8013
Lz qullveHvaely
eviluaced For
aiymonent TRATA2NG ALY 1667494 - iR R his LY 1350450
Taral lmans.
evalunfed
e i TRIARGSE R 1,265,154 £ LOAT~0F § - 3 450520 E] TATE O Of RaMIsAan f 150 T




BANK OF UTICA AND SUBSIDIARY UTICA, NEW YORK

NOTES TO FINANCIAL STATEMENTS DECEMBER 31, 2020 AND 2019

NOTE 5 — Property and Equipment:

Components of premises and equipment included in the consolidated statements of financial
condition at December 31, 2020 and 2019 were as follows:

December 31,
2020 2019
Cost:
Land $ 79,541 $ 79,541
Bank Building & Improvements 25,074,744 25,074,744
Furniture & Equipment 4,680,345 4,482,209
Total Cost 29,834,630 29,636,494
Less Accumulated Depreciation 10,294,310 8,735,687
Net Book Value $ 19,540,320 $ 20,900,807

Depreciation and amortization charged to equipment and occupancy expense amounted to $1,558,625
in 2020 and $1,565,192 in 2019.

NOTE 6 — Deposits:

Components of deposits included in the consolidated statements of financial condition at December
31, 2020 and 2019 were as follows:

December 31,
2020 2019
Demand Deposit Accounts $ 191,034,643 $ 152,331,569
Savings & Other Time 135,608,743 92,112,008
Money Market 238,341,641 184,705,571
Certificates of Deposit of Under $250,000 392,729,308 381,899,206
Certificates of Deposit of $250,000 and Over 105,663,556 74,874,059
Total Deposits $ 885922413

Certificates of deposit maturing in years ending December 31:

$ 215,034,853

2021 88,723,141
2022 81,865,932
2023 89,715,214
2024 23,053,724
2025 $ 498,392,864
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BANK OF UTICA AND SUBSIDIARY UTICA, NEW YORK
NOTES TO FINANCIAL STATEMENTS DECEMBER 31, 2020 AND 2019

NOTE 6 — Deposits (continued):

Interest expense by deposit type is as follows:

December 31,
2020 2019
Demand Deposit Accounts $ 137,368 ) 455,969
Savings & Other Time 818,475 986,473
Money Market 1,336,900 1,878,761
Certificates of Deposit of Under §250,000 10,063,896 9,719,152
Certificates of Deposit of $250,000 and Over 2,371,326 1,922,256
Total Expense $ 14,727,965 § 149620611

NOTE 7 — Borrowed Furnids:

At December 31, 2020 and 2019, borrowed funds consist of ovetnight borrowings from the Federal
Reserve Bank Discount Window and are collateralized by a pledge of securities. The following table
summarizes certain information regarding borrowed funds as of and for the years ended December
31, 2020 and 201%:

December 31,
2020 2019
As of December 31:
Carrying Value $ - $ -
Fair Value of Underlying Collateral $ - $ -
Weighted Average Stated Interest Rate 0.25% 2.38%
Duting the Year Ended Decetnber 31:
Average Balance Dutring the Year $ 15,600 $ 27,000
Maximum Month-End Balance Duting the Year 8 - $ -
Interest Expense $ 39 $ 645

As of December 31, 2020 and 2019, there were no assets and associated labilities related to transfers
of financial assets accounted for as secured borrowings.
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BANK OF UTICA AND SUBSIDIARY UTICA, NEW YORK

NOTES TO FINANCIAL STATEMENTS DECEMBER 31, 2020 AND 2019

NOTE 8 — Income Taxes:

The provision for income taxes consisted of the following:

December 31,
2020 2019
Current
Federal $ 2,610,901 $ 1,314,989
State 188,623 104,521
2,799,524 1,419,510
Deferred.
Federal 2,656,103 3,246,576
State 177,016 184,475
2,833,119 3,431,051
$ 5,632,643 $ 4,850,561

The provision for income taxes is less than that computed by applying the federal statutory rate of
21%, as indicated in the following analysis:

December 31,
2020 2019

Taxes Based on Statutoszy Rate § 6,261,542 $ 5,483,968
State Income Tax, Net of Tax Benefit 273,820 245,104
Effect of Tax-Exempt Income (475,076) (497,925)
Dividends Received Deduction (305,844) (234,807
Effect of Federal & State T'ax Law Changes 86,834 35,334
Other (208,633) (181,113)

$ 5,632,643 $ 4,850,561
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BANK OF UTICA AND SUBSIDIARY UTICA, NEW YORK
NOTES TO FINANCIAL STATEMENTS DECEMBER 31, 2020 AND 2019

NOTE 8 — Incoime Taxes {continued):

The net cumulative effects of the temporary differences are as follows:

December 31,
2020 2019
Deferred Tax Assets
Alowance for Loan Losses $ 364,028 b 283,939
Interest on Nonaccrual Loans 25.411 8,847
389,439 292786
Defetrred Tax Liabilities
Net Unrealized Gain on Securities
Available for Sale 15,835,038 12,769,720
Depreciation and Amoitization 843,916 754,456
16,678,954 13,524,176

Net Deferred Tax (Liabilities) $ (16,289,515) $ (13,231,390)

The Bank has performed an evaluation of its tax positions and has concluded that as of December 31,
2020, there were no significant uncertain tax positions requiring additional recognition in its
consolidated financial statements,

The Bank is subject to regular examination by Federal and State taxing authorities. As of December
31, 2020, the tax years ended December 31, 2017, 2018, 2019 and 2020 remain subject to examination
by all of the Bank’s relevant tax jurisdictions.

NOTE 9 — Emplovee Benefits:

The Bank has a cash profit shating and defined conttibution pension plan in effect for substantially all
full-time employees. These expenses totaled $691,082 in 2020 and $586,712 in 2019, and are included
within salaries and employee benefits. Contributions are made annually at the discretion of the Board
of Directots.

NOTE 10 — Related Partes:

The Bank has entered into transactions and commitments to extend credit with its directors, officers,
and their affiliations, including companies under their control. Such transactions wete made in the
ordinary course of business, and did not, in the opinion of management, involve more than normal
credit tisk or present other unfavorable features. The aggregate amount of loans and commitments to
such related parties at December 31, 2020 and 2019 was approximately $480,058 and $357,000, and
related party deposits amounted to approximately §7,944,051 and $6,982,000, respectively.
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BANK OF UTICA AND SUBSIDIARY UTICA, NEW YORK

NOTES TO FINANCIAL STATEMENTS DECEMBER 31, 2020 AND 2019

NOTE 11 — Contingent Liabilities and Commitments:

The Bank’s consclidated financial statements do not reflect vatious commitments and contingent
liabilities which arise in the normal course of business and which involve elements of credit risk,
interest rate risk and liquidity r_is'k. A summary of the Bank’s commitments and contingent liabilities at
December 31, 2020 and 2019, 1s as follows:

2020 2019
Commitments to Extend Credit (Commercial) § 48,670,000 $ 40,483,000
Open Letters of Credit § 1,209,000 $ 6,413,000
Unused Check Credit Lines § 2,072,000 $ 2,093,000

The Bank’s credit policies and procedures for credit commitments and financial guarantees are the
same as those for extension of credit that are recorded on the statement of condition. The
commitments to extend credit are non-contractual in nature. Because letters of credit have fixed
matutity dates, and they almost always expire without being drawn upon, they do not genetally present
any significant liquidity risk to the Bank.

As of December 31, 2020 and 2019, the Bank had no reserves related to credit risk inherent n off
balance sheet credit commitments and financial guarantees.

The Bank can often be party to litigation and claims arising in the normal course of business.
Management, after consultation with legzl counsel, believes at December 31, 2020 and 2019 that the
liabtlities, if any, arising from such litigation and claims will not be material to its financial position.

NOTE 12 — Concentrations of Credit Risk:

Concentrations of credit zisk exist when changes in economie, industry or geographic factors similasly
affect groups of counterparties whose aggregate credit exposute is material in relation to the Bank’s
total credit exposure. Although the Bank’s portfolio of financial instruments is broadly diversified
along industty, product, and geographic lines, material transactions are completed with other financial
institutions, particularly in the securities business.

In connection with the Bank’s efforts to maintain a diversified portfolio, the Bank limits its exposute
to any one geographic region, country or individual creditor and monitors this exposure on a
continuous basis. The consolidated Bank’s investment policy includes ségment limits that prescribe
the maximum investment in each market segment based on 2 percentage of Bank assets or capital. At
December 31, 2020, the Bank’s most sighificant concentration of credit risk was with United States
and foreign corporations. The Bank’s exposure, which primarily results from debt securities issued by
United States and foteign corporations, amounted to approumately $900,445,000 and $788,316,000 at
December 31, 2020 and 2019, respectively. All debt securities are rated investment grade at the time
of acquisi_tion and the Bank was well below the maximum percentage allowed by bank policy for
investments in United States and foreigh corporate debt as of December 31, 2020 and 2019.
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BANK OF UTICA AND SUBSIDIARY UTICA, NEW YORK

NOTES TO FINANCIAL STATEMENTS DECEMBER 31, 2020 AND 2019

NOTE 13 — Fair Value of Financial Instfuments:

Fair value is defined as the price that would be received to sell an asset or paid to teansfer a liability in
an orderly transaction between market participants at the measurement date.

The fair value hierarchy established under ASC 820-10 is summarized as follows:

Level1- Quoted prices (unadjusted) for identical assets or liabilities in active markets that the
reporting entity has the ability to access at the measurement datc.

Level 2 - Significant other obsetvable i inpus such as any of the followmg (1) quoted prices for
stmilar assets or liabilities in active markets, (’?) quoted prices for identical or similar
assets or liabilities in markets that are not active, (3) inputs other than quoted prices
that are observable for the asset or liability (eg, interest rates and yield curves
observable at commonly quoted intervals, volatiliies, prepayment speeds, loss
severities, credit risks, and default rates), or (4) inputs that are derived principally from
or corroborated by observable market data by cotrelaton or other means (market-
corroborated inputs):

Level 3~ Significant unobservable inputs for the asset or liability. Significant unobservable
inputs reflect the teporting entity’s own assumptions about the assumptions that
market participants would use in pricing the asset or liability (including assumptions
about risk). Significant unobservable inputs shall be used to measure fair value to the
extent that observable inputs are not available, thereby allowing for situations in which
there is little, if any, market activity for the asset or liability at the measurement date.

‘The following tables present the assets that are reported on the consolidated statements of financial
condition at fair value as of the date indicated by level within the fair value hierarchy. Financial assets
are classified in their entifety based on the lowest level of input that is significant to the fair value
measurement.

Assets Measured at Fair Value on a Recutring Basis at December 31, 2020
Fair Valie Level 1 Level 2 Level3
Available for Sale Secutities $ 127075687 ¢ 127,059,817 % 15870 % -

Assets Measured at Fait Value on a Recurring Basis at December 31, 2019
Fair Value Level 1 Level 2. Level 3
Avaihble for Sale Securities $ 86,491,015 § 86475145 § 15,870 § -

During the years ended December 31, 2020 and 2019, there were no transfers of financial instruments
between Level 1 and Level 2, The Bank had no Level 3 securities measured on.a recurring basis as of
December 31, 2020 and 2019.
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BANK OF UTICA AND SUBSIDIARY UTICA, NEW YORK

NOTES TO FINANCIAL STATEMENTS DECEMBER 31, 2020 AND 2019

NOTE 13 — Fair Value of Financial Instruments (confinued):

Assets Measured at Fair Value ona Non-Recurring Basis at December 31, 2020

Fair Value Level 1 Level 2 Level 3
Impaired Loans
Commercial & Commercial Real Estate  $ 2,784,158 $ - $ - $ 2,784,158
Residential Real Estate $ - % - 3 - 3 -

Assets Measured at Fair Value on a Non- Recurring Basis at December 31, 2019

Fair Value Level 1 Level 2 Level 3
Impaired Loans
Commercial & Commercial Real Estate  § 3,095,630 $ - § - $ 3,095,630
Residential Real Estate $ - $ - $ - $ -

Impaired Loans - Loans with certain characteristics are evaluated individually for impairment. A loan is
considered impaired when, based upon existing information and events, it is probable that the Bank
will be unable to collect all amounts due, including principal and interest, according to the contractual
terms of the loan agreement. The Bank’s impaired loans at December 31, 2020 and 2019 were
collateralized by real estate and were thus carried at the lower of the outstanding principal balance or
the estimated fair value of the collateral. Fair value is estimated through either a negotiated note sale
value (Level 2 input), or, more commonly, a recent real estate appraisal (Level 3 input). These
appraisals may utilize a single valuation approach or a combination of approaches including
comparable sales and the income approach. Adjustments are routinely made in the appraisal process
by the independent appraisers to adjust for differences between the comparable sales and income data
available. Such adjustments are usually significant and typically result in a Level 3 classification of the
inputs for determining fair value.

An appraisal is generally ordered when an impaired commercial real estate or residential real estate
loan is determined to be impaired. Adjustments for potential disposal costs are also considered when
determining the final appraised value.

The following table presents quantitative information about significant unobservable inputs used in
the fair value measurements for Level 3 assets and liabilities at December 31, 2020:

Fair Vilue at Valuation Input/
December 31, 2020 Technique Assumption
Non-Recurring Fair
Value Measurements Underlying Probability of Default
Impaired Loans $ 2,784,158 Collateral Discount
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BANK OF UTICA AND SUBSIDIARY UTICA, NEW YORK
NOTES TO FINANCIAL STATEMENTS DECEMBER 31, 2020 AND 2019

NOTE 13 — Fair Value of Financial Instruments {continued):

The carrying amounts and estimated at fair values of financial instruments at December 31, 2020 and
2019 are as follows:

December 31,
2020 2019
Carrying Fair Carrying Fair

Financial Assets: Amount Value Amount Value

Cash. and Equivalents $ 27,261,607 § 27,261,607 § 17,606,529 § 17,606,529

Securities Held to Maturity $ 1,038,168,930 § 1,083,233,828 § 020,574,660 § 936,862,193

Securities Available for Sale $ 127,075,687 § 127075687 § 86,491,015 § 86,491,015

Loans Receivable § 121,719322 § 114,830,823 § 89,561,340 % 83,406,662

Accrued Interest Receivable $  10,15497¢ $ 10,154,976 § 8,570,817 % 8,570,817
Financial Liabilities:

Depasits § 1,063,377,891 § 1,054,066,741 § 885922413 § 861,803,777

Accrued Interest Payable $ 1,070480 3 1,070,480 § 1,171,039 % 1,171,039

Commitments to Extend Credit § 51,951,000 § 51,951,000 § 48,980,000 $ 48,989,000

‘The methods and assumptions used to estimate fair values for financial assets and liabilities other than
those previously discussed were determined as follows:

Cash and equivalents, accrued intetest receivable and accrued interest payable — due to the short-term
nature of these assets and liabilities the Bank estimated that carrying value approximates fair value.

Securities held-to-matutity and available for sale securitics — investment securitics fair values were
based on quoted market prices and significant other observable inputs, such as interest rates and yield
curves observable at commonly quoted intervals, volatilities, prepayment speeds, loss severities, credit
risks, and default rates,

Loans receivable — the estimated fair value for fixed rate loans is determined by discounting the
estimated cash flows using the current rate at which similar loans would be made to borrowers with
similar credit ratings and maturities. The estimated fair value of variable rate loans approximate
carrying value as the portfolio reprices frequently.

Deposits — the estimated fair value of demand deposit, savings and money market accounts is, by
definition, equal to the amount payable on demand at the reporting date (4e, their carrying
amount). The fair value of certificates of deposits is estimated using a discounted cash flow
calculation that applies current interest rates to aggregated expected maturities.

Borrowed funds — estimiated fair value is based on carrying value because of the short-term nature of
the borrowing,
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BANK OF UTICA AND SUBSIDIARY UTICA, NEW YORK

NOTES TO FINANCIAL STATEMENTS DECEMBER 31, 2020 AND 2019

NOTE 13 — Fair Value of Financial Instruments continued);

Commitments to extend credit — The fair value of commitinents to extend credit is estimated as the
fully refundable fees charged as of the valvaton date to enter into similar agreements, taking into
account the remaining terms of the agreements and the present creditworthiness of the counterparties,
For fixed-rate loan commitments, fair value also considers the difference between current interest
tates and the committed rates.

On September 17, 2019, the federal banking agencieq issued a final rule providing simplified capital
requirements for certain community banking organizations (banks and holding companies) with less
than $10 billion in total consolidated assets, implementing provisions of The Economic Growth,
Regulatory Relief, and Consumer Protection Act (“EGRRCPA”). Under the proposal, a qualifying
community banking otganization would be eligible to elect the community bank leverage ratio
framework or contifue to measute capital under the existing Basel III requirements. The new rule was
effective beginning January 1, 2020, and qualifying community banking organizations may elect to opt
into the new community bank leverage ratio (“CBLR”) in their call report beginning in the first
quarter of 2020,

A qualifying community banking organization (“QCBQ”) is defined as a bank, a savings association, a
bank holding company or a savings and loan holding company with:
e A leverage capital ratio of greater than 9.0%;
® Total consolidated assets of less than §10.0 billion;
® Total off-balance sheet exposures (excluding derivatives other than credit derivatives and
unconditionally cancelable commitments) of 25% ot less of total consolidated 4ssets; and
» Total trading assets and trading liabilities of 5% or less of total consolidated assets.

On April 6, 2020, the federal banking regulators, implementing the applicable provisions of the
CARES Act, which modified the CBLR framewotk so that: (i} beginning in the second quatter 2020

and until the end of the yeat, a banking organization that has a leverage ratio of 8% or greater and
meets certain other critetia may elect to use the CBLR framework; and (ii) community banking
organizations will have untl January 1, 2022, before the CBLR requirement is re-established at greater
than 9%. Under the interim rules, the minimum CBLR will be 8% beginning in the second quarter
and for the remainder of calendar year 2020, 8.5% for calendar year 2021, and 9% thereafter. The
numerator of the CBLR is Tier 1 capital, as calculated under present rules. The denominator of the
CBLR is the QCBQO’s average assets, calculated in accordance with the QCBO’s Call Report
instructions less assets deducted from Tier 1 capital.

‘The Bank has opted into the CBLR and will therefore not be requitred to comply with the Basel III
capital requirements. As of December 31, 2020, the Bank’s CBLR was 19.4%.
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BANK OF UTICA AND SUBSIDIARY

NOTES TO FINANCIAT STATEMENTS

NOTE 14 — Minimum Regulatory Capital Requirements {continued):

The following table shows the CBLR ratio for the Bank for the period ended December 31, 2020, and

DECEMBER 31, 2020 AND 2019

UTICA, NEW YORK

the capital ratios for the Bank under Basel III requirements December 31, 2019:

At December 31, 2020:
CBLR

At December 31, 2019:
Leverage ratio
CET1
Tier I risk-based capital ratio
Total rsk-based capital ratic

NOTE 15 — Subsequent Events:

The Bank has evaluated its December 31, 2020 consolidated financial statements for subsequent
events through February 1, 2021 the date the consolidated financial statements were available to be
issued. The Bank is not aware of any subsequent events which would require recognition or

Required for To Be Wel-

Capital Capitalized Under

Adequacy Prompt Corrective

Actual Purposes Action Regulations
19.4% 8.0% 8.0%
21.1% 5.0% 4.0%
20.0% 6.5% 4.5%
20.0% 8.0% 6.0%
20.1% 10.0% 8.0%

disclosure in the consolidated financial statements.
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