
Solvay Bank Insurance Agency
1537 Milton Ave., Solvay, NY 13209 
Mail Addr: PO Box 19050, Syracuse, NY 13209   
P: 315-484-2279  F: 315-484-2288

Corporate Offices & Shareholder Relations 
1537 Milton Ave., Solvay, NY 13209 

Mail Addr: PO Box 19050, Syracuse, NY 13209 
P: 315-484-1661

Baldwinsville Smart*Office 
197 Downer St., Baldwinsville, NY 13027 
P: 315-753-0448  F: 315-635-6952

Camillus Office 
56 W. Genesee St., Camillus, NY 13031 
P: 315-672-3092  F: 315-672-3093

Cicero Smart*Office 
7895 Brewerton Rd. (Rt 11), Cicero, NY 13039 

P: 315-458-2141  F: 315-458-2308

DeWitt Smart*Office 
6828 E. Genesee St., Fayetteville, NY 13066 

P: 315-701-7287  F: 315-701-7297

East Syracuse Smart*Office 
Now Open 

4248 James St., East Syracuse, NY 13057 
P: 315-565-0362  F: 315-214-0209

Liverpool Office 
7421 Oswego Rd., Liverpool, NY 13090 
P: 315-457-7301  F: 315-457-3849

North Syracuse Office 
628 S. Main St., North Syracuse, NY 13212 

P: 315-458-7492  F: 315-458-7669

Solvay Office 
1537 Milton Ave., Solvay, NY 13209  

Mail Addr: PO Box 19050, Syracuse, NY 13209  
P: 315-410-8101  F: 315-488-9175

State Tower Smart*Office 
109 S. Warren St., Syracuse, NY 13202 
P: 315-475-8702  F: 315-475-1124

Westvale Smart*Office 
3201 W. Genesee St., Syracuse, NY 13219 

P: 315-484-7052  F: 315-488-4391

ANNUAL REPORT
2025





1

OUR OPERATING ENVIRONMENT
The economic environment for regional and community 
financial institutions remains challenging. The economy 
experienced steady growth in 2025, despite elevated in-
flation and short-term interest rates that reflected the 
Federal Reserve Bank’s (the Fed) restrictive monetary 
policy. Deposits remain costly to retain and acquire, 
amid elevated short-term interest rates, as financial in-
stitutions continue to seek capital to fuel their lending.

Since 2022, the Fed has been determined to reduce 
inflation, that was stimulated by the post-pandemic 
recovery, in one of the most aggressive tightening cy-
cles not seen since the early 1980s (see United States 
Treasury Yield Curve graph). The Fed raised the Federal 
Funds Rate (FFR) by 525 basis points (5.25%) from 
March 2022 through July 2023. As a result, the shape 
of the United States Treasury Yield Curve (Curve) was 
consistently inverted for over three years, which was 
significantly longer than typical inversion periods. An 
inverted Curve is caused when short-term interest rates 
exceed long-term interest rates, which is not a condu-
cive environment for community and regional financial 

institutions to operate within. Deposits are generally 
priced off short-term interest rates, while investments 
and loans are influenced by longer-term interest rates. 
Hence, the prolonged inversion of the Curve impact-
ed our earnings since 2023, as compared to historical 
results. The Fed began to ease monetary policy over the 
last four months of 2024, reducing FFR by 100 ba-
sis points. The Fed paused further easing for much of 
2025, with inflation above their target and the impact 
of tariffs on inflation being unknown. It was not un-
til the last four months of 2025 when the Fed reduced 
the FFR by a total of 75 basis points to 3.75%, as they  
became concerned with a broad-based deceleration of 
job growth. 

The reductions in the FFR were welcomed news as the 
shape of the Curve began to show signs of normalizing. 
The decline in short-term interest rates reduced our cost 
of funds. These reductions, coupled with growth in our 
loan portfolio, expanded our net interest margin (NIM) 
by 17.6%. NIM is measured by the difference between 
total interest income and total interest expense divid-
ed by total average assets. Likewise, net interest income 
(NII), the difference between interest income and inter-
est expense, grew 17.0%. These improvements, as well 
as operating cost discipline, significantly increased the 
Bank’s 2025 earnings.

A Message to Our Shareholders
Paul P. Mello, President & Chief Executive Officer
I am pleased to share the 2025 Solvay Bank Corp. Annual Report. Amid a year of 
high inflation, shifting monetary policy, and international trade and tariff uncertain-
ties, Solvay Bank continued to focus on its Mission. By placing an emphasis on loan 
growth, cost of funds management, and technological investments, the Bank greatly 
improved its operating margin and achieved substantial earnings growth. This report 
outlines how the efforts of our talented team, under the insightful direction of our 
Board of Directors, delivered value for our shareholders and our customers. Central to 
this achievement is a focus on our multi-year strategic priorities that form the back-
bone of our decisions. 
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OUR FINANCIAL PERFORMANCE
Net income for the year ended 2025 was $5.8 million, 
increasing $1.2 million or 26.6% compared to the pri-
or year. The increase was driven by strong growth in 
NII, improvements in core service charge fee income, 
and a reduction in the Bank’s effective tax rate. These 
improvements were partially offset by a small increase 
in our provision for credit losses and a modest increase 
in operating costs of 3.3%. Operating results com-
pared favorably to the prior year, which included $2.0 
million in pretax, nonrecurring income. Without the 
recognition of these items in 2024, net income would 
have increased $2.8 million or 92.2% over last year.

We continued to see a significant improvement in NII 
over the course of the year, growing $3.7 million or 
17.0%, to $25.3 million as compared to 2024. We 
grew our loan portfolio and added earning assets (loans 
and investments) at higher interest rates than current 
portfolio rates. Our loan-to-deposit ratio improved 
year-over-year from 67.9% to 69.8%. Earning asset 
yields continued to grow, especially over the past three 
years, as new or maturing earning assets were priced 
at higher yields. Earning asset yields were 4.05%, 
up 21 basis points over the prior year (see Compo-
nents of NII & NIM graph). As a result, interest in-
come grew $1.7 million or 3.8%, as compared to the  
prior year. Similarly, NII was further supported by  
judicious deposit retention and tactical pricing strate-
gies to lower funding costs which is noted in the graph 
as well. Funding costs for deposits and borrowings 
escalated in the post-pandemic period. Higher FFR 
and competition for deposits resulted in a significant 
jump in deposit interest rates, which peaked in 2024. 
We reduced our funding costs during 2025 by 14  
basis points, ending the year at 1.99%. This resulted 
in an improvement in interest expense which fell $2.0 
million or 8.3% over the prior year. Combined, these 
improvements increased our NIM 32 basis points  
to 2.14%. 

Total other income was $6.2 million, $1.6 million or 
20.7% below last year. The decrease from the prior 
year was primarily driven by three large, nonrecurring 
events recorded in 2024. The first was the one-time 
recognition of the Employee Retention Credit (ERC), 
which increased earnings $672 thousand, net of tax. 
The second event was the sale of Visa Class A shares, 
as part of the Exchange Offer by Visa, which increased 
2024 earnings by $1.1 million, net of tax. Lastly, we 
executed an investment sale strategy totaling $10.7 
million, which resulted in a $268 thousand loss, net 
of tax. This strategy was to better ladder investment 
cash flows and remove lower yielding securities from 
our balance sheet. Without the recognition of the 
three nonrecurring items in the prior year, total other 
income increased $429 thousand or 7.5% year-over-
year, primarily driven by growth in service charges on 
accounts, interest received on the ERC, Solvay Bank 
Insurance Agency, Inc. results, and fee income from 
our Trust and Investment Management Department 
and our Brokerage business. We also recorded an in-
crease in net gains on the sale of loans of $105 thou-
sand. The Bank sold $9.2 million in residential mort-
gage loans in 2025, compared to $4.0 million sold in 
the prior year.

Through year-end 2025, the provisions for credit loss-
es on loans and unfunded commitments were $176 
thousand, an increase year-over-year of $101 thou-
sand. This modest increase reflects the strong manage-
ment and consistent performance of the credit quality 
of our loan portfolio. Nonperforming loans remained 
at a low level of $586 thousand or 0.08% of total 
loans at December 31, 2025. Our allowance for credit 
losses on loans was $8.0 million, which was in line 
with the prior year. Our unfunded commitment lia-
bility, which reflects reserves on off-balance sheet loan 
commitments, was $423 thousand, up $173 thousand 
or 69.2% over 2024 due to growth in our commercial 
construction portfolio.

Operating costs were $24.5 million, growing $776 
thousand or 3.3% from last year. The year-over-year 
increase was primarily driven by higher payroll and 
health benefit expenses and increases in costs for com-
mercial lending software, digital payment strategies, 
and automation and risk management software. Con-
tinued investment in technology, coupled with the 
integration of Artificial Intelligence (AI), improves 
our service quality, adds products and services, auto-
mates repetitive operational tasks, and supports fraud 
monitoring. These investments all contribute to our 
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long-term objectives to improve the customer experi-
ence, create operating efficiencies, and better manage 
business risk.

Total assets were $1.18 billion as of December 31, 2025, 
decreasing from last year by $9.6 million or 0.8%. As-
sets decreased year-over-year as we utilized idle cash, ma-
turing investments, and proceeds from the sale of lon-
ger-term residential mortgage loans to pay down higher 
priced Federal Home Loan Bank of  New York (FHLB-
NY) advances and fund growth in our loan portfolio. By 
design, these strategies supported earnings growth, im-
proved liquidity, and reduced longer-term interest rate 
risk. Deposits grew modestly during the year to $1.06 
billion, up $5.8 million or 0.5%. Compared to the pri-
or year, retail and business account balances grew $14.0 
million and $7.3 million, respectively, offset by a decrease 
in municipal deposits of $15.2 million. The Bank contin-
ues to maintain a well-diversified deposit portfolio, while 
striving to retain and grow core customer relationships. 
Varied product offerings allowed us to continue to effec-
tively compete in a heavily banked market. In addition, 
by being more selective with our growth, we reduced our 
funding costs by 14 basis points, as noted earlier. 

Federal Funds Sold declined $20.6 million from 2024, 
ending the year at $22.6 million. Investments were 
$359.8 million at year end, declining $9.2 million as 
compared to last year. The unrealized loss on the available 
for sale (AFS) portfolio was $26.6 million, which was at 
a four-year low, and down $15.8 million from 2024. Ex-
cluding the reduction in the unrealized loss on AFS secu-
rities, investments declined $25.0 million, compared to 
the prior year. As mentioned earlier, we utilized maturing 
investments to fund higher yielding loans and to reduce 
outstanding borrowings. Total loans grew $24.7 million 
and total borrowings declined $29.2 million over 2024.

Total loans were $743.3 million as of December 31, 
2025, up 3.4% from last year. Growth in non-owner 
occupied (NOO) commercial real estate loans, commer-
cial and industrial (C&I) loans, and residential real es-
tate mortgage loans drove the increase in our portfolio 
year-over-year. Total commercial loans increased $15.6 
million or 5.3% from last year. NOO commercial real 
estate loans increased by $9.7 million, commercial real 
estate loans decreased by $4.4 million, and C&I loans in-
creased by $10.3 million. Residential real estate mortgage 
loans increased by $17.6 million or 5.5%, despite selling 
$9.2 million in loans to the secondary market. Consumer 
and other loans decreased by $8.5 million or 8.6% from 
last year, as the market for automobile loans declined and 
from aggressive pricing by our competition.

OUR COMMITMENT TO SHAREHOLDERS
Solvay Bank Corp. remains committed to creating long-
term value for our shareholders, which is fundamental to 
our Mission and strategic priorities. This commitment is re-
flected in our consistent track record of dividend payments 

over the past eighty-four years, including annual dividend 
increases in each of the past thirty-four years. In the most re-
cent fiscal year, we increased dividends by 2.3% to $1.76 per
share, demonstrating our continued financial strength and 
disciplined management. 

THE VALUED CUSTOMER EXPERIENCE
Throughout 2025, many of our initiatives were an-
chored in a core commitment to elevating the customer
experience, a focus that continues to distinguish us 
within a highly competitive landscape. By directing 
investments toward product innovation, market ex-
pansion, and more advanced technology, we effectively 
aligned our services with the evolving financial needs of 
our customers. These technologies did more than just 
improve the interface; they overhauled internal opera-
tions, providing vital resources to better serve our cus-
tomers. One of our larger advancements was the mi-
gration of all clients to a new online banking platform, 
which introduced enhanced security, secure messaging, 
and integrated budgeting tools. Additional features were 
also introduced in the year to improve experience, in-
cluding Credit Partner, an innovative tool that provides 
real-time credit monitoring and personalized financial 
wellness insights. The Bank also upgraded the lending 
experience by introducing a seamless, secure exchange 
of documents for residential mortgage applicants and 
a digital commercial credit platform that significantly 
accelerates financial analysis and loan decisioning for 
our business customers. In addition, our Trust and  



Investment Management Department successfully tran-
sitioned to a premier wealth management solution. Our
business clients benefited from the addition of Same 
Day ACH services and a new international wire provid-
er, reducing risk and improving transactional efficiency. 
We introduced a full suite of new debit cards for our 
consumer and business customers, which added more 
convenience with contactless features. To ensure long-
term stability and security, we integrated AI to automate 
routine workflows and sharpen our fraud detection ca-
pabilities. Other services that we improved during the 
year include a modernized statement and a new check 

ordering partnership, which enhanced service quality 
and reduced costs. Collectively, these milestones rep-
resent a multi-year effort to blend high-tech reliability 
with a personalized, efficient banking experience.

COMMUNITY ENGAGEMENT 
Along with our accomplishments regarding the customer 
experience, our commitment to support the communi-
ties we serve is central to our Mission. Our teams take 

this responsibility seriously and are proud to give back 
through meaningful engagement, including service on  
nonprofit boards, support for local schools, and active in-
volvement with community organizations. Collectively, 
our employees contributed nearly 1,100 volunteer hours 
over the past year. Through our involvement, two criti-
cal needs continued to emerge: affordable housing and 
financial education. These priorities remain central to 
our community investment strategy and guide how we 
allocate resources and develop partnerships. Our targeted 
initiatives align with these priorities and we continue to 
work with organizations that share our focus, enabling us 
to deliver sustainable impact.

Our continued partnership with the FHLBNY provides 
grants for income eligible first-time homebuyers. We 
closed more than $3.5 million in residential mortgage 
loans and disbursed over $550 thousand in closing cost 
assistance under their programs in 2025. In the past 
year, we also leveraged their Zero-Percent Development 
Advance (ZDA) Program, which assisted several small 
businesses with partial subsidies to their loan interest 

costs. A total of 16 businesses were supported with loans 
of approximately $2.5 million. Twenty-five non-profit 
customers, including food pantries, were supported last 
year with grant funds of $100 thousand through FHLB-
NY’s Small Business Recovery Grant (SBRG) Program. 
These programs have been impactful. Over the past 
five years, more than $10.6 million in mortgages were 
funded, with over $1.3 million in grants disbursed. Un-
der the ZDA Program, 52 businesses were supported 
for a total of $7.6 million in loans over the past three 
years. Finally, $200 thousand in grants, supporting 33 
non-profit customers, were distributed in the past three 
years through the SBRG Program.

4

Solvay Bank team members providing financial education for 6th-
8th grade students at the Boys & Girls Club of Syracuse.

Our new contactless debit card suite.

Solvay Bank employees at the Mary Nelson Backpack Giveaway.
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Home HeadQuarters (HHQ), a community devel-
opment financial institution, remains an important 
partner, supporting affordable homeownership oppor-
tunities. To support their community lending, we pur-
chased $1.7 million in residential mortgage loans from 
them in 2025. Over the past five years, we have pur-
chased 89 loans for $9.5 million from HHQ. During 
this period, we also contributed $1.0 million to their 
Flex Fund program to support home improvement 
lending to individuals that do not have access to tra-
ditional bank financing. We continued to partner with 
Syracuse University (SU) as a lender in its Live Local 
Initiative, which encourages SU employee homeowner-
ship in eligible areas around the campus. The program 
has yielded over $6.4 million in mortgages over the past 
three years. In addition, we delivered a comprehensive 
suite of financial education programs designed to sup-
port individuals at every stage of life. These initiatives 
included seminars on identifying and preventing elder 
financial fraud, long-term financial planning for home-
ownership and estate needs, workforce readiness pro-
grams for teens, and early education efforts introducing 
foundational financial concepts for children. Together, 
these efforts address key community needs and align 
closely with our Mission.

OUR TALENTED TEAM 
At Solvay Bank, we are committed to fostering a work-
place of choice focused on attracting and retaining 
talented individuals who understand and embrace the 
community banking mission. Our Workplace Values 
shape our culture, and guide how we serve one another, 
our customers, and the communities we support. To-
gether, we strive to deliver exceptional experiences and 
meaningful impact.

In 2025, we welcomed the following employees, whose 
expertise, fresh perspectives, and dedication further 
strengthen our organization. 

•  �John Popkess, Vice President, Commercial Loan Officer 
& Residential Construction Specialist. John has extensive 
knowledge of commercial banking. He rejoins the team 
supporting our commercial construction programs. 

•  �Derrick Reed, Assistant Vice President, Branch Manager, 
Dewitt. Derrick brings years of retail banking experi-
ence, focused on building relationships with clients.

•  �Robert Edwards, Jr., Assistant Vice President, Business  
Development Officer. Robert brings business develop-
ment experience and is focused on developing small 
business opportunities.

•  �Kirby Corcoran, Assistant Vice President, Deposit Opera-
tions & Payments Manager. Kirby comes to the team with 
11 years’ experience in finance and banking operations.

•  �James Bligh, Assistant Vice President, Retail Banking 
Manager. Jim has worked in retail banking for many 
years and has extensive experience in team manage-
ment and business development.

• �Morgan Seckner, Banking Officer, Compliance Officer. 
Morgan brings expertise in regulatory compliance, 
supported by years of industry experience.

The following team members were promoted in 2025, 
demonstrating their solid expertise, experience and com-
mitment to community banking:

•  �Amber Brown, Vice President, Chief Retail Banking Offi-
cer. Amber joined the Bank in 2016 as Assistant Branch 
Manager of our Cicero Office and has worked diligently 
to grow the success of the Bank.

•  �Colin Haigney, Vice President, Credit Department  
Manager. Colin has been with the credit team  
since 2018 and has become an integral part of the 
credit process.

•  �Joshua Avery, Assistant Vice President, Branch Manag-
er, North Syracuse. Before owning his own business  
for 10 years, Josh worked for many years in banking 
and joined our team as an Assistant Branch Manager 
in 2024.

• �Eileen Cramer, Banking Officer, Trust Administrator, 
Compliance & Operations. Eileen joined the Bank 
in 2022 and focuses on trust administration within  
the department.

Solvay Bank team members volunteering their time to support the 
Syracuse Chapter of The Reading League.
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THE YEAR AHEAD 

Solvay Bank is positioning itself to capitalize on signifi-
cant economic shifts in Onondaga County, particularly 
the upcoming multi-billion-dollar chip manufacturing 
investment that is expected to generate thousands of 
new local jobs. A primary driver of our future growth 
is the recent opening of our 10th location, the East 
Syracuse Smart*Office, situated in the James Street 
Wegmans Plaza. This state-of-the-art branch offers a 
full range of personal, business, and municipal bank-
ing services, while reinforcing our commitment to local 
residents and businesses. To support this expansion, we 
are introducing a new specialized product, our Hori-
zon High-Yield Savings account, designed to attract 
tech-savvy clients through competitive tiered rates and 
seamless digital integration.

In parallel with the launch of our new Smart*Office, we 
are expanding our commercial lending presence into the 
Mohawk Valley, supported by dedicated outreach and a 
targeted business development effort. We are modern-
izing the commercial borrowing experience by incorpo-
rating online applications to automate and accelerate 
loan approvals for small businesses. These efforts are un-
derpinned by data-driven insights that streamline lead 
distribution and sales outreach across all business lines. 
Furthermore, one of our digital initiatives includes the 
launch of a redesigned, more streamlined website. We 
also plan to accept real-time payments over the FedNow 
and RTP networks, ensuring our customers have access 
to efficient, instantaneous transaction capabilities.

With the steadfast support of our Board of Directors 
and a strong team, we are excited about continuing 
our growth and deepening our commitment to serving 
customers and the community. We remain committed 
to our Mission of providing the best experience for our 
customers to help make their financial dreams come true, 
while upholding socially responsible and community-
minded principles, and delivering value to shareholders. 
As always, I deeply appreciate your continued support, 
loyalty, and trust in Solvay Bank Corp. Together, we look 
forward to a promising year ahead.

Very truly  yours,

SOLVAY BANK CORP.

Paul P. Mello
President & Chief Executive Officer
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New Hires

James Bligh
Assistant Vice President, 
Retail Banking Manager

Robert Edwards 
Assistant Vice President, 

Business Development Officer

Kirby Corcoran
Assistant Vice President, 

Deposit Operations & 
Payments Manager

John Popkess 
Vice President, 

Commercial Loan Officer & 
Residential Construction Specialist

Derrick Reed
Assistant Vice President, 
Branch Manager, Dewitt

Morgan Seckner
Banking Officer, 

Compliance Officer 

Promotions 

Joshua Avery
Assistant Vice President, 

Branch Manager, North Syracuse

Eileen Cramer
Banking Officer, 

Trust Administrator, 
Compliance & Operations

Amber Brown
Vice President, 

Chief Retail Banking Officer

Colin Haigney
Vice President, Credit 
Department Manager
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Selected Financial Data
(In thousands, except share and per share data)

Balance Sheet Data:
	 Total Assets 
	 Total Deposits
	 Net Loans
	 Total Securities
	 Shareholders’ Equity

Operations Data:
	 Net Interest Income
	 Net Income
	 Cash Dividends

Per Common Share Data:
	 Basic Earnings
	 Cash Dividends
	 Book Value
Average Shares Outstanding

Common Stock Data

1st Quarter
2nd Quarter
3rd Quarter
4th Quarter

High High
$25.02
$27.11
$26.02
$28.00

$26.05
$23.00
$22.90
$26.05

Low LowDiv Div
$0.44
$0.44
$0.44
$0.44

$0.43
$0.43
$0.43
$0.43

$29.80
$29.90
$29.90
$31.75

$31.50
$29.75
$32.70
$32.00

2025 2024

Solvay Bank Corp. common stock is thinly traded in over-the-counter market.  The following table sets forth the quarterly 
high and low price and cash dividends declared for 2025 and 2024.

Stifel, 18 Columbia Turnpike, Florham Park, New Jersey 07932 is the market maker for the stock of Solvay Bank Corp.  
Information concerning the sale or purchase of Company stock may be obtained by calling Andrew Lieb, CRPC, at 
Stifel, at 800-342-2325 or by writing to them at the above address.

Total Assets Net Income

2022

$ 1,117,966
992,029
664,398
381,615

$      69,640

$      29,150
10,767

$        3,863

$          4.25
1.52

$        27.46
2,535,202

2025

$ 1,183,806
1,064,700

735,312
359,837

$      93,122

$      25,283
5,752

$        4,462

$          2.27
1.76

$        36.73
2,535,202

2024

$ 1,193,412
1,058,912

710,494
369,063

$      79,872

$      21,615
4,542

$        4,361

$          1.79
1.72

$        31.50
2,535,202

2023

$ 1,136,430
968,040
690,549
345,495

$      77,255

$      24,622
6,220

$        4,259

$          2.45
1.68

$        30.47
2,535,202

$ 1,097,572
987,505
617,596
426,844

$      99,846

$      27,535
10,254

$        3,404

$          4.04
1.34

$        41.34
2,535,202

2021

Per share data and average shares outstanding have been retrospectively adjusted to reflect 5% stock dividends executed 
on February 24, 2023 and February 25, 2022.



Management’s Discussion and Analysis of 
Financial Condition and Results of Operations

Solvay Bank Corp. (the Company) is a one-bank holding 
company incorporated in 1987. Its only subsidiary is Solvay 
Bank (the Bank), which was incorporated in 1917. The Bank 
is a state-chartered independent commercial bank, delivering 
comprehensive financial services through its offices in Sol-
vay, the Village of Camillus, downtown Syracuse, Westvale 
in the Town of Geddes, North Syracuse, Liverpool, Cicero, 
DeWitt, Baldwinsville and our most recent addition, East 
Syracuse (opened in January 2026). Solvay Bank Insurance 
Agency, Inc. (SBIA), a wholly-owned subsidiary of Solvay 
Bank, operates as a general life, health, and property and ca-
sualty insurance agency. The Bank is also the majority owner 
of Solvay Realty Corp., a real estate investment trust compa-
ny. The operations of these two companies are consolidated 
into the operations of the Bank and the Company.

The following management discussion and analysis describes 
the Company’s financial condition and operating results for 
2025. This section should be read in conjunction with the 
accompanying graphs, consolidated financial statements and 
supporting notes to consolidated financial statements con-
tained within this Annual Report.

Financial Condition
Overview
The economic environment for regional and community fi-
nancial institutions remained challenging in 2025, but your 
Company remained committed to its Mission and the finan-
cial disciplines that have served us well over our 108 years in 
business. Earnings soared over the prior year led by steady 
loan growth, falling funding costs and rising net interest in-
come (NII). While the economy experienced steady growth 
in 2025, inflation remained well above the Federal Reserve’s 
(the Fed) target rate of 2% and employment data softened. 
The Fed continued to remain committed to its restrictive 
monetary policy throughout the majority of the year, influ-
encing the direction of short-term interest rates, a benchmark 
for the pricing of deposits and borrowings. The Company re-
mained focused on its pricing disciplines and liquidity man-
agement over the year, strategically utilizing cashflows from 
its idle funds and securities portfolio to grow higher yielding 
loans while paying down higher priced borrowings. All these 
actions contributed to the significant growth recognized in 
the Company’s NII, up 17.0%. Further, strict operating cost 
disciplines allowed the Company’s net income to grow an 
outstanding 26.6% in 2025.

Net income for the year was $5.8 million, increasing $1.2 
million compared to 2024. NII grew $3.7 million, or 17.0% 
and was the primary driver of the Company’s 2025 financial 
success. The Company stayed true to its community bank 
model, increasing loans, retaining and growing core deposi-
tors and repricing earning assets upward, all while reducing 

its funding costs on deposits and borrowings. This improve-
ment in core earnings helped offset three large nonrecurring 
items recognized in other income in 2024 that totaled $2.0 
million. Also contributing to our 2025 financial results were 
operating cost disciplines, which limited year-over-year ex-
pense growth to 3.3%. This modest increase was despite sev-
eral large technology projects undertaken over the last two 
years to improve products and services, drive operating effi-
ciencies, and improve risk monitoring tools. The Company’s 
strong asset quality within its loans, investments and off-bal-
ance sheet exposures was reflected by a modest increase in the 
provision for credit losses of $101 thousand, totaling $176 
thousand for 2025.

As an industry, banks have been challenged over the last few 
years (2022-2024) with the Fed raising interest rates in one 
of its most aggressive tightening cycles since the early 1980s. 
The Fed’s monetary policy directives were an attempt to  
reduce inflation, which erupted during the post-pandem-
ic recovery. The Fed raised the Federal Funds Rate (FFR) 
by 525 basis points over the period March 2022 through 
July 2023, marking the fastest and largest increase in over 
four decades. As part of its monetary policy and strategy, 
the Fed monitors and sets the FFR. The FFR is a targeted 
rate established by the Fed to influence short-term interest 
rates on the United States Treasury Yield Curve (Curve).  
It is one of their primary tools to influence economic activity, 
for both growth and curtailment. As a result, the shape of the 
Curve was consistently inverted for over three years, compared 
to an average inversion period of six to nine months. Howev-
er, over the last four months of 2024 the Fed reduced the FFR 
by 100 basis points, bringing the FFR to 4.50% at year-end. 
In turn, these actions lent to the decline in short-term interest 
rates along the Curve which brought some welcomed relief for  
the Bank’s pricing options on its funding costs (deposits  
and borrowings).

During 2025, there was good economic growth nationally, 
especially over the second half of the year, driven by consumer 
spending. The economy continued to show resilience despite 
the uncertainties created by the tariffs imposed on our global 
trading partners. With the impact of tariffs as an unknown, 
the Fed remained patient and restrictive in its monetary pol-
icy as they tried to balance their dual mandate to maximize 
employment (the highest sustainable job level) and stabilize 
prices (controlling inflation to its target rate). Short-term in-
terest rates along the Curve remained elevated over the first 
half of the year, while mid-to-longer term interest rates began 
to gradually fall as longer-term inflation pressures declined. 
As the year continued and employment statistics began to 
weaken, the Fed became concerned with a broad-based decel-
eration of job growth. As a result, the Fed cut the FFR three 
times over the last four months of 2025 for a total of 75 basis 
points. The FFR ended the year at 3.75%. These reductions 
over the last four months of the year, like 2024, prompted a 
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decline in short-term interest rates; however, mid-to-longer-
term rates generally remained stable, contributing to net in-
terest margin (NIM) growth over the fourth quarter of 2025. 
While there were glimpses of a steeper Curve over 2025, we 
finally began to see the shape of the Curve move to a more 
normalized level at the end of the year. 

The Company’s NII, which is the difference between income 
received from earning assets and interest paid on deposits and 
borrowings, increased significantly by $3.7 million or 17.0% 
to $25.3 million. Year-over-year interest income grew by $1.7 
million and interest expense decreased by $2.0 million. Re-
gional and community financial institutions generally price 
deposit products off the shorter-end of the Curve and loans 
and investment securities are priced off the mid-to-longer 
end. As noted earlier, a reduction in short-term interest rates 
prompted by declines in the FFR in late 2024 and 2025, 
contributed to funding cost relief. Conversely, mid-to-longer 
term rates fell at a slower pace allowing the Company to grow 
or reprice loans and investments at higher interest rates re-
sulting in interest income growth. The Company’s quarterly 
NII has continued to outpace the prior quarter since June of 
2024. This outstanding six quarter improvement in NII has 
significantly contributed to the growth in 2025 earnings and 
the Company’s net interest margin.

Total other income was $6.2 million, $1.6 million or 20.7% 
below last year. The decrease from the prior year was pri-
marily driven by three large nonrecurring events recorded in 
2024. The first was the one-time recognition of the Employ-
ee Retention Credit (ERC), which increased earnings $672 
thousand, net of tax. The second event was the sale of Visa 
Class A shares as part of the Exchange Offer by Visa, which 
increased 2024 earnings by $1.1 million, net of tax. Lastly, we 
executed an investment sale strategy totaling $10.7 million, 
which resulted in a $268 thousand loss, net of tax. This strat-
egy was to better ladder investment cash flows and remove 
lower yielding securities from our balance sheet. Without the 
recognition of the three nonrecurring items in the prior year, 
total other income increased $429 thousand or 7.5% year-
over-year, driven primarily by growth in service charges on 

accounts, interest received from the ERC, gains on the sale 
of loans, and revenue growth from our Insurance, Trust and 
Investment Management Department and our Brokerage ser-
vice arms of the business.

Operating costs grew a modest $776 thousand or 3.3% over 
the prior year to $24.5 million. The increase was mostly due 
to higher salary and benefit costs, investments in technolo-
gy to improve efficiencies, and general increases in operating 
costs, primarily due to inflation.

The provision for credit losses on loans was $3 thousand in 
2025 compared to $40 thousand in 2024, reflective of the 
Company’s continued strong asset quality position. The 
Company’s customers continue to pay their loan obligations 
timely, and some have found further payment relief with the 
rate reductions on their prime based notes over the past six-
teen months. Our allowance for credit losses on loans was 
$8.0 million at December 31, 2025, compared to $8.1 mil-
lion in the prior year. In 2025, we recorded $173 thousand 
in provision expense for off-balance sheet commitments and 
no provision for investment securities, compared to $35 
thousand in provision expense for off-balance sheet commit-
ments and no provision for investment securities in 2024. 
Our reserve coverage of loans was at 1.07% at December 31, 
2025, compared to 1.12% in the prior year. Nonperforming 
loans remain exceptionally low at $586 thousand and $682 
thousand at December 31, 2025 and 2024, respectively,  
representing 0.08% and 0.10% of total loans at each year-
end, respectively.

Total assets of the Company were $1.2 billion, declining 
slightly by $9.6 million or 0.8% compared to last year. Asset 
totals decreased by design, as the Company utilized idle cash, 
maturing investments, and sold longer-term residential mort-
gage loans to pay down higher priced Federal Home Loan 
Bank (FHLB) advances while also funding higher priced loan 
products. These strategies supported the Company’s liquidity 
plan and earnings growth while also reducing longer-term in-
terest rate risk. Deposit growth year-over-year was $5.8 mil-
lion or 0.5%, as total deposits ended 2025 at $1.06 billion. 
Competition for deposits remained elevated in the market as 
some customers continued to compare deposit products and 
pricing options to improve their overall return. The Compa-
ny’s focus in 2025 was to retain core deposit relationships, 
attract new business and retail customers and to continue to 
improve its overall liquidity position. Promotional offerings, 
employee outreach and several marketing campaigns were 
aligned with the Company’s deposit retention and acquisition 
plans. Retail and business account balances increased $14.0 
million and $7.3 million, respectively, offset by a decrease 
in municipal account balances of $15.2 million. Municipal 
deposits continue to be very competitively priced, as this seg-
ment has benefited from the long-term inversion in the Curve 
and having several pricing outlets, including cooperative in-
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vestment programs designed specifically for the public sector. 
The Company has actively managed this portfolio, retaining 
a good majority of its deposit relationships along with their 
core operating accounts. However, a few of our municipal 
clients moved a small investable portion to these cooperative 
investment programs, collectively representing the decline. As 
interest rates normalize, we expect these funds to return to the 
Bank. The Company’s Reciprocal Deposit Program (RDP), 
introduced in early 2024, continued to be an effective reten-
tion and acquisition instrument for customers seeking fully 
insured deposit relationships. The RDP allows up to $50 mil-
lion per tax identification number in FDIC insurance cover-
age. The RDP footings at year end 2025 and 2024 were $94.2 
million and $94.0 million, respectively. Another liquidity 
strategy to sustain deposit balances was Brokered certificates 
of deposit (Brokered CDs). The Company’s Brokered CDs 
also remained stable year-over-year at $15.0 million. While 
these strategies were successful during the year, these alter-
native funding sources generally carry a higher funding cost, 
adding to the Company’s interest expense in 2025. Deposit 
growth and the use of idle cash, however, helped support the 
Company’s ability to reduce a portion of its higher priced 
outstanding borrowings. Total borrowings were $15.5 mil-
lion compared to $44.7 million in the prior year, a reduction 
of $29.2 million. Primarily, these were short-term borrow-
ings maturing in one year or less. Federal Funds Sold declined 
$20.7 million from 2024, ending the year at $22.6 million. 
Investments were $359.8 million at year end, declining $9.2 
million as compared to last year. The unrealized loss on the 
available-for-sale (AFS) portfolio was $26.6 million, which 
was a four-year low, down $15.8 million from 2024. This im-
provement in the market value of our securities portfolio, and 
thus total assets, has been driven by falling mid-term inter-
est rates along the Curve as well as the Company purchasing 
higher priced investment securities over the past two years, 
improving the portfolio yield to 2.30%, up 12 basis points 
from 2024. The unrealized loss position of the AFS securities 
portfolio also extends into the Bank’s deferred tax assets and 
shareholders’ equity as an accumulated other comprehensive 
loss. This adjustment temporarily impacts our book equity, 
net of tax. The unrealized loss may be reduced as securities 
mature, if interest rates decline, or if securities are purchased 
at current market rates. Currently, there are no credit con-
cerns within the portfolio, as many of the Company’s hold-
ings carry the implicit or explicit guarantee of the federal 
government. Excluding the reduction in the unrealized loss 
on AFS securities, investments declined $25.0 million, com-
pared to the prior year. The Company utilized these maturing 
securities to fund the growth in its loan portfolio.

The Company’s focus in 2025 was to grow its earning assets 
into higher yielding loan products. Total loans were $743.3 
million at December 31, 2025, up $24.7 million or 3.4% 
from last year. Total commercial loans increased $15.6 mil-

lion or 5.3% from last year. Non-owner occupied commercial 
real estate increased by $9.7 million, commercial real estate 
decreased by $4.4 million, and commercial and industrial 
loans increased by $10.3 million. Residential mortgage loans, 
including home equity loans, increased by $17.6 million or 
5.5% as compared to last year, despite selling $9.2 million in 
loans to the secondary market ($5.2 million more than the 
prior year). Consumer and other loans decreased $8.5 million 
or 8.6% from last year. The decline was primarily led by re-
ductions in both direct and indirect automobile lending. This 
strong growth in loans along with improved repricing oppor-
tunities for all our earning assets, combined with reductions 
in our funding costs related to declining short-term interest 
and reductions in higher priced borrowings, improved the 
Company’s NII and NIM as reported earlier. The Compa-
ny’s NIM is measured by the difference between total interest 
income and total interest expense divided by total average as-
sets. NIM grew 32 basis points in 2025 to 2.14%. Earning as-
sets comprised 94.4% and 94.1% of total assets at December 
31, 2025 and 2024, respectively. Total shareholders’ equity 
grew to $93.1 million as compared to $79.9 million last year. 
As noted earlier, the Company’s book equity, net of tax, was 
favorably impacted by the recent changes in the interest rate 
environment influenced by the Fed’s monetary policy. Unre-
alized losses on the market value of available-for-sale securi-
ties are recorded through accumulated other comprehensive 
loss, net of tax, temporarily reducing book equity by $19.7 
million in 2025, an improvement of $12.0 million over the 
prior year. The Company increased its cash dividend declared 
on its common stock by 2.3% over the previous year. The 
total cash dividend declared in 2025 was $1.76 per share. The 
Company has increased its cash dividends paid for thirty-four 
consecutive years and has also paid a dividend without inter-
ruption for the past eighty-four years. The Company’s average 
dividend increase was 4.1% over the past five years.

Loans 
The Company’s priority focus in 2025 was to grow its higher 
yielding loan portfolio segments, primarily commercial loans. 
The Company’s strong balance sheet, ample liquidity and dis-
ciplined credit approach were factors that allowed it to lend 
during the year. The Company’s loans grew to $743.3 mil-
lion at December 31, 2025, up $24.7 million or 3.4% from 
last year. The commercial loan portfolio increased to $311.7 
million, up $15.6 million or 5.3%, as compared to $296.2 
million in the prior year. The Company’s commercial real es-
tate loan footings grew $5.3 million and commercial and in-
dustrial loans grew $10.3 million. This growth was achieved 
through outbound calling efforts along with designed busi-
ness development strategies that also extended into the Mo-
hawk Valley region.

Residential real estate loans increased by $11.5 million or 
4.1% to $291.1 million as compared to 2024, inclusive of 
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selling over $9 million in loans to the secondary market. The 
Company saw steady mortgage demand during the year despite 
a competitive housing market for homebuyers. The Company 
was able to increase its loan footings through marketing 
campaigns along with a continued focus on supporting 
home ownership for first-time home buyers. Technology 
improvements to the Company’s digital loan platforms were 
also expanded, streamlining the exchange of data, improving 
the efficiency in the origination, underwriting and closing 
processes. The Company also continued to monitor its 
long-term interest rate risk by evaluating sale opportunities 
of its thirty-year real estate mortgage originations. As part 
of its review process the Company considers its overall loan 
demand, pipeline activity, the interest rate environment, 
and liquidity position. As a result, the Company sold $9.2 
million in loans in 2025 compared to $4.0 million in the 
prior year to support its compositional growth strategies 
while strengthening its liquidity and reducing its longer-
term interest rate risk position. In partnership with Home 
HeadQuarters, Inc. (HHQ), a local community development 
financial institution that focuses on affordable housing, 
the Company purchased $1.7 million in residential loans 
during 2025. This purchase provided HHQ with additional 
liquidity, supporting their focus to assist low-to-moderate 
income borrowers, which expands community lending 
opportunities. Home equity loans increased $6.2 million 
or 14.1% to $50.0 million as compared to the prior year. 
This increase was related to the strength of consumers as they 
continued accessing home equity lines and loans for home 
improvement projects and general needs.

Consumer and other loans were $90.4 million compared to 
$98.9 million in the prior year, decreasing by $8.5 million 
or 8.6%. Consumer loans include direct installment loans, 
indirect loans (from the Company’s relationships with 

automobile dealers), and credit cards. The Company’s indirect 
loan production was impacted by a highly competitive  
pricing environment.

The total loan portfolio yielded 5.02% in 2025 compared 
to 4.72% in 2024. The increase in 2025 was directly due to 
new loan growth and the repricing of loan products to higher 
interest rates. Rates along the mid to longer-term part of the 
Curve, where loans are priced off of, have steadily increased 
over the past few years since their historic low in 2021. 
This increase was also partially assisted by the Company’s 
compositional growth in commercial real estate and 
commercial and industrial loans, residential real estate loans, 
and from the sustained higher interest rate environment.

Securities
The principal objectives of the Company’s security portfolio 
are to provide liquidity for future funding needs, a safe and 
lower-risk investment alternative for idle funds, and a stable 
source of core earnings. Accordingly, the Company primar-
ily purchases U.S. Government and Government-sponsored 
agency bonds, corporate bonds, and municipal bonds in New 
York State or local obligations from the Company’s surround-
ing communities. These bonds are conservative in nature; the 
majority of the Company’s security holdings have the highest 
credit ratings available.

Total securities were $359.8 million at December 31, 2025 
compared to $369.1 million in the prior year, decreasing $9.2 
million or 2.5%. The AFS portion of the securities portfolio 
continued to be significantly impacted by unrealized losses 
on the market value of certain investment holdings, primar-
ily investment purchases made in 2021 and 2022. The Fed’s 
restrictive monetary policy over the last few years has direct-
ly contributed to the current unrealized loss position of the 
Company’s AFS portfolio. The value of these investments has 
been negatively impacted by the rapid rise in interest rates 
over the last few years. The Company was able to improve the 
year-over-year adjustment through purchasing $33.9 million 
and $71.8 million of higher yielding security products during 
2025 and 2024, respectively. As a result, mark-to-market loss 
adjustments were $26.6 million and $42.4 million at Decem-
ber 31, 2025 and 2024, respectively. The overall reduction to 
the portfolio is expected to be temporary as the market value 
of our AFS securities portfolio fluctuates, driven by interest 
rate cycles. The unrealized loss may continue to decline as 
securities mature, if interest rates decline further, or if secu-
rities are purchased at current market rates. Currently, there 
are no credit concerns within the portfolio, as many of the 
Company’s holdings carry the implicit or explicit guarantee 
of the federal government. The investment securities portfo-
lio decreased $25.0 million over the prior year without the 
recognition of the AFS adjustment. This decrease relates to 
the decision to delay investment purchases over the year due 
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to slowing deposit growth, therefore utilizing available cash 
flows to fund our loan portfolio and to support the reduc-
tion of our outstanding borrowings. The portfolio’s average 
balance, excluding the market value adjustment, was $400.2 
million at December 31, 2025 compared to $412.8 million 
at the end of 2024. Investment income was $9.2 million, a 
$184 thousand or 2.0% increase compared to the prior year. 
The securities portfolio yielded 2.30% in 2025 compared to 
2.18% in 2024. The increase in income and yield was driven 
by the repricing of incoming cash flows to higher interest rate 
securities, measured purchases in higher yielding investment 
products and slower prepayments, which lowered the acceler-
ation of the amortization of bond premiums.

The portfolio provides consistent cash flows and is a source 
of liquidity to fund future loan production and general cash 
needs. At December 31, 2025, the fair value of the securities 
portfolio was $359.9 million, compared to an amortized cost 
basis (adjusted for the amortization or accretion of premi-
ums or discounts) of $386.4 million. As previously noted, 
the fair value of our AFS investment portfolio was signifi-
cantly impacted by the rapid rise in interest rates along the 
Curve beginning in 2022. Approximately 98.8% of the port-
folio was classified as available-for-sale and 1.2% classified 
as held-to-maturity in 2025, compared to 98.3% and 1.7%, 
respectively, in 2024.

In 2025, the Company’s securities portfolio objectives were 
to manage its credit selections, investment concentration, and 
interest rate risk, while sustaining ample liquidity and seeking 
opportunities to improve its portfolio return in the current 
interest rate environment. The Company continued to adhere 
to its investment policy guidelines in 2025. The Company 
maintained a diversified portfolio, considering cash flow char-
acteristics of individual bonds, geographic concentrations, 
rate volatility, as well as overall investment returns. In the 
year, the Company purchased high quality and higher yield-
ing securities primarily to replenish payments and maturities 
within the portfolio while balancing its overall cashflow. 
Purchases were measured during the year to ensure liquidity 
remained strong to support loan growth and reduce outstand-
ing borrowings. The Company generally purchases securities 
that mature within 15 years or less. However, this excludes 
mortgage-backed securities and SBA pools whose maturities 
are determined by the securities’ structure as well as expected 
prepayment speeds, normally dictated by the existing interest 
rate cycles. At December 31, 2025, securities scheduled to 
mature within one year were $29.8 million or 8.3% of the 
portfolio, compared to $18.8 million or 5.1% in the prior 
year. At December 31, 2025, U.S. Government agency and 
government-sponsored entity holdings had an amortized cost 
of $298.2 million, compared to $317.3 million in 2024, a 
decrease of $19.1 million. Included in the government agen-
cy holdings were investment securities of $131.1 million and 
$152.1 million in 2025 and 2024, respectively, that held the 

explicit guarantee of the U.S. Government. The Company 
modestly expanded its corporate bond portfolio by $752 
thousand to $50.3 million at December 31, 2025. The Com-
pany also supports local municipalities’ requests for financ-
ing and includes these investments in its state and political  
subdivision portfolio. The municipal bond portfolio was 
$37.7 million at December 31, 2025, compared to $44.6 
million in 2024. This reduction relates to general maturities 
within the portfolio. The Company is an active supporter of 
its municipal customers’ funding needs.

In general, the investment portfolio’s liquidity position will 
allow the Company to meet its short-term and future funding 
needs. Approximately 35.2% of the portfolio is due to mature 
within five years, compared to 31.4% in 2024. This improve-
ment was by design, as the Company continues to shorten its 
securities portfolio to reduce interest rate risk and improve 
the timing of incoming cashflows. The actual maturities of se-
curities may differ from their stated maturities because certain 
agency bonds and mortgage-backed securities may have call 
or prepayment options. The Company’s amortizing securities 
provide consistent monthly cash flows; however, these invest-
ments generally carry a stated maturity greater than five years. 
The Company did not sell any securities in 2025. However, 
two securities were called, resulting in $9 thousand in net 
losses on called securities. In 2024, the Company sold $10.7 
million in available-for-sale investment securities for a loss 
of $372 thousand. This strategy was to better ladder invest-
ment cash flows and remove lower-yielding securities off our 
balance sheet by reinvesting these funds into higher-earning 
assets, which will improve future earnings.

Asset Quality and Allowance for Credit Losses
The credit quality of the Company’s assets is a measure of 
the amount of credit risk inherent in these assets. Credit risk 
is the risk that some loans, investments or off-balance sheet 
commitments may be at risk of default. Credit risk is predom-
inantly inherent in lending activities, which are the Compa-
ny’s primary source of earnings. The Company measures asset 
quality, and thus credit risk, through several distinct methods 
for loans as well as for certain other earning assets (invest-
ments securities), inclusive to its unfunded off-balance sheet 
credit exposure.

The Company was required to adopt Accounting Standard 
Update (ASU) 2016-13 Financial Instruments – Credit Loss-
es (Topic 326): Measurement of Credit Losses on Financial 
Instruments as of January 1, 2023. This ASU replaced the in-
curred loan loss methodology with the current expected cred-
it loss methodology, commonly referred as the CECL meth-
odology. The measurement of expected credit losses under the 
CECL methodology extends to financial assets measured at 
amortized cost, including loan receivables and held-to-ma-
turity debt securities. In addition, ASC 326 made changes to 
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the accounting for available-for-sale debt securities that may 
require considerations for recording credit loss expense. It 
also applies to off-balance sheet credit exposures (loan com-
mitments, standby letters of credit, financial guarantees, and 
other similar instruments). The Company measures, at least 
quarterly, its Allowance for Credit Losses (ACL) for loans, 
securities and unfunded commitments. Any adjustments to 
these assets’ corresponding reserves are made as necessary.

The Company’s objective is to maintain an ACL over its loan 
portfolio that is sufficient to cover losses expected on indi-
vidual underperforming loans, as well as for the remainder of 
the portfolio segments based on: historical losses, reasonable 
and supportable expected losses, and losses reflecting inher-
ent considerations for future performance, based on several 
economic factors. The Company will also consider an ACL 
for its securities portfolio as deemed necessary, evaluating 
credit and interest rate risk factors. Lastly, the Company will 
maintain an off-balance sheet reserve that captures exposure 
to credit losses on unfunded commitments. The Company 
uses several factors as it considers the appropriate amount of 
coverage for its allowance for credit losses for all three areas. 
For the loan and off-balance sheet analyses, this includes in-
corporation of third-party modeling software, which consid-
ers historical data and statistical analysis on past performance, 
including periods of economic stress. Discounted cash flows, 
default risk, and changes in prepayment and curtailment 
rates are modeled to forecast a reasonably expected ACL for 
its loan portfolio. Quantitative and qualitative factors con-
tinue to make up the Company’s ACL analysis for its loan 
portfolio. The Company also conducts an analysis at least 
quarterly of its securities portfolio for both its available-for-
sale securities (AFS) and held-to-maturity securities (HTM). 
For AFS, an analysis is conducted to determine if a decline in 
fair value is below the amortized cost basis due to credit loss-
es or other factors deemed other than temporary in nature. 
The Company also measures expected credit losses within its 
held-to-maturity securities on a collective basis, when similar 
characteristics exist. If similar characteristics are not shared, 
the securities are evaluated on an individual basis. When de-
veloping an estimate ACL for the HTM portfolio, the Com-
pany shall consider several factors which may include internal 
and external information, past and current conditions of the 
credit, along with financial and supportable forecasts of sol-
vency. At December 31, 2025, the allowance for credit losses 
for the Company’s loan portfolio was $8.0 million compared 
to $8.1 million at December 31, 2024. For its securities port-
folio, no allowance was deemed necessary at December 31, 
2025 or 2024 based on the Company’s analysis and due to 
the credit nature of the security holdings. The allowance for 
unfunded commitments was $423 thousand and $250 thou-
sand at December 31, 2025 and 2024, respectively. The in-
crease was directly related to the growth in the available lines 
within the Company’s construction real estate (residential 

and commercial) portions of its loan portfolio. The available 
lines were $21.1 million and $13.7 million for the years end-
ing 2025 and 2024, respectively.

The remainder of the analysis focuses on other reporting met-
rics and measurements the Company considers as part of its 
overall evaluation of its loan portfolio. Nonperforming assets 
consist of nonaccrual loans, loans ninety days past due and 
accruing, as well as other real estate owned (ORE). Loans 
are generally placed on nonaccrual at ninety days past due or 
when the collection of the contractual principal or interest 
amount is determined to be doubtful. Each nonaccrual loan 
is in one of the various stages of collection including, but not 
limited to, restructuring of terms and conditions, settlement, 
lawsuit, or foreclosure. ORE consists of property obtained 
in satisfaction of debts previously contracted. There were no 
ORE assets at December 31, 2025 or 2024. Nonperforming 
assets were $586 thousand or 0.04% of total assets and were 
0.08% of total loans at December 31, 2025, compared to 
$682 thousand or 0.06% of total assets and 0.10% of total 
loans at the end of 2024.

Individually analyzed, classified, and special mention loans 
totaled $10.3 million as of December 31, 2025, an increase 
of $1.0 million or 11.0% from last year. The increase was pri-
marily related to movements in special mention loans. Under 
CECL, the Company is required to individually analyze loans 
that do not have similar characteristics for potential credit 
losses separately for ACL loan reserves. This evaluation may 
consider a discounted cash flows analysis or the underlin-
ing fair value of collateral. If necessary, a reserve is included 
within the ACL for loans. For the years ended December 31, 
2025, and 2024, the Company’s review of individually ana-
lyzed loans was $586 thousand and $682 thousand, respec-
tively, and the ACL recorded on these loans for each year was 
minimal. The Company considers several factors as it moni-
tors the credit quality of its loan portfolio. Furthermore, the 
Company continues to see sustained and active loan repay-
ment on all its loan segments.

The Company maintains an allowance for credit losses for 
its loan portfolio through a charge to current earnings based 
upon specific, forecasted, subjective, and general evaluations 
of its loan portfolios. The ACL was $8.0 million at the end 
of 2025, which reflects increases from recoveries of previously 
charged-off loans totaling $84 thousand and from provision 
for credit losses on loans for $3 thousand. Loans charged-off 
totaled $188 thousand during the year, which reduced the 
ACL. At the end of 2024, the ACL was $8.1 million which 
reflects increases from recoveries of previously charged-off 
loans totaling $60 thousand and from provision for credit 
losses on loans for $40 thousand, offset by $40 thousand in 
reductions for loans charged-off. 

At December 31, 2025, the allowance covered approximately 
1,360% of nonaccrual loans compared to 1,185% in the pri-
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or year. The adequacy of the allowance is evaluated monthly 
by management and is reported to the Company’s Board of 
Directors. The evaluation consists of a comprehensive analy-
sis of specific loans, which have credit weaknesses, and a gen-
eral analysis of the remaining portfolio. As part of its analysis 
of the adequacy of the allowance, management also relies on a 
third-party loan review company, which annually reviews cer-
tain commercial relationships within the portfolio for credit 
risk and independently reports to the Board of Directors’ Au-
dit and Risk Management Committee.

Management believes that the allowance for credit losses 
as of December 31, 2025 and 2024 was adequate to cover 
probable losses inherent in the loan portfolio based upon the 
quality of the portfolio and current economic conditions. As 
with any financial institution, a poor economy, high unem-
ployment, elevated inflation, or high interest rates may lead 
to additional losses in the loan portfolio. If economic con-
ditions in our local marketplace deteriorate significantly, an 
alteration of various estimates and appraisals of current value 
would be necessary, which would influence the calculation of 
the allowance. Under such circumstances, it is probable that 
additional assets would become nonperforming; accordingly, 
additional provisions for credit losses within the loan portfo-
lio would be required. The likelihood of such events and their 
duration cannot be predicted at this time.

Liquidity Management and
Capital Resources
Liquidity Management
The purpose of liquidity management is to properly manage 
cash flows to meet the financial needs of the Company, while 
at the same time maximizing income. Liquidity is available 
through cash on-hand, interest-bearing deposits with banks, 
Fed Funds Sold, maturing securities and amortizing bond 
payments, incoming deposits, brokered deposit relationships, 
cash inflows from loans (maturities and/or principal pay-
ments), sales of assets, and borrowings under lines of credit. 
Financial outflows include meeting demand for loan requests, 
deposit runoff, repayment of borrowed funds, investment 
purchases, and normal operating expenses.

The Company’s funding base is very diverse with thousands 
of loyal customers spread between retail, business, and mu-
nicipal accounts. Its liquidity position continued to improve 
over 2025 through many planned objectives. The Company 
cautiously remained committed to retaining and expanding 
its core deposit relationships’ profitably over the year. Several 
outbound marketing strategies were executed, including pro-
motional deposit offerings and new product designs. These 
efforts were complemented by the growth within its Recip-
rocal Deposit Program, which offers greater FDIC insurance 

coverage for large depositors while also offering a competitive 
money market rate. The Company also actively improved its 
borrowing capacity levels at both the Federal Reserve Bank 
of New York (FRBNY) and the Federal Home Loan Bank of 
NY (FHLBNY). Further measures were considered within its 
earning asset portfolios (loans and investments), as the Com-
pany shortened earning asset durations. Alternative funding 
sources remained stable and available, as necessary. Deposits 
grew modestly over the year; however, time deposits grew as 
the Company improved its contractual relationships, stabiliz-
ing timing of certain deposit maturities. Further information 
on deposit growth, including supplemental alternative fund-
ing sources, is noted in the Deposits section of the MD&A.

The Company also continued to measure its loan and in-
vestment cash flows during the year. Funds were primarily 
directed to grow loan balances, as they provide the greatest 
return on earning assets while also generating a steady stream 
of future cash flows. Investment purchases were measured in 
2025 as the Company evaluated its incoming and outgoing 
cashflows throughout the year. In addition, the average life 
of investment purchases were shortened, improving the port-
folios incoming cash flows. The securities portfolio declined 
$9.2 million while loans increased $24.7 million over 2024. 
The portfolio decline without the recognition of the unreal-
ized loss on the available-for-sale portfolio was $25.0 million, 
directly supporting the Company’s loan growth. Compe-
tition for deposits remained extremely competitive and the 
Company managed to profitably grow its deposits while re-
ducing its overall funding costs (deposits and borrowings). As 
part of this strategy, the Company also felt it was prudent to 
reduce higher priced, alternative funding sources. Therefore, 
outstanding borrowings were reduced from $44.7 million at 
December 31, 2024 to $15.5 million at year end 2025. The 
average borrowed funds in 2025 and 2024 were $26.8 mil-
lion and $57.3 million, respectively. Further, as part of the 
Company’s general management of its liquidity and interest 
rate risk, $9.2 million in residential mortgages were sold in 
2025, compared to $4.0 million in residential mortgages and 
$10.7 million of investment securities sold in 2024. No in-
vestment securities were sold in 2025. The Company held 
$22.6 million in Federal Funds Sold (FFS) at December 31, 
2025, decreasing $20.7 million from the prior year. This re-
duction in FFS supported the reduction of the outstanding 
borrowings. The Company’s net FFS position for 2025 (FFS 
less borrowings) was $7.0 million, improving from a $1.5 
million net borrowing position last year. The Company con-
tinues to actively monitor its liquidity needs, balancing cash 
in/outflows while maximizing its earnings potential.

The Company’s primary access to credit is from relationships 
with the FRBNY discount window and with the FHLBNY. 
The Company can pledge certain unencumbered mort-
gage-related assets, consumer installment notes and invest-
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ment securities to support its available borrowing line at the 
FRBNY. In 2025, the Company pledged additional collater-
al, expanding its borrowing capacity at the FRBNY to $33.4 
million from $17.4 million at December 31, 2025 and 2024, 
respectively. The FRBNY’s borrowing facility generally is for 
short-term borrowing needs and to cover daily overdrafts. 
Mid and long-term borrowing needs are generally facilitated 
through the FHLBNY. As a member of the FHLBNY, the 
Company can pledge certain unencumbered mortgage-relat-
ed assets to secure borrowings. In 2025, the Company grew 
its borrowing capacity at the FHLBNY by $6.0 million to 
$222.6 million at December 31, 2025 by pledging additional 
mortgage-related assets. Both borrowing vehicles strengthen 
the overall liquidity position of the Company. In general,  
the Company’s liquidity risk is considered low-to-moder-
ate in assessing its ability to maintain sufficient cash flow, as  
well as to meet liquidity requirements under supervisory 
agency regulations.

Deposits
Deposits are the Company’s primary source of funding for its 
loan and security portfolios. The Company strives to main-
tain a well-diversified portfolio, growing and acquiring new 
deposit relationships in each of the following segments: re-
tail, business, and municipal. The Company’s focus in 2025 
was to retain core deposit customers while attracting new 
relationships in a highly competitive market. The interest 
rate cycle over the past few years has made it considerably  
more challenging to grow deposit footings as compared to 
historical trends. 

Deposits increased $5.8 million or 0.5% compared to the 
prior year to $1.06 billion at December 31, 2025. Average 
deposits improved by $14.1 million or 1.4%, driven by time 
deposit campaigns and growth in the Reciprocal Deposit Pro-
gram (RDP) as larger deposit customers continued to seek 
additional FDIC insurance coverage. Total average non-in-
terest-bearing deposits declined $11.0 million in 2025, while 
total average interest-bearing deposits grew $25.2 million 
over the prior year, as depositors looked to improve their 
overall return. The increase in average deposits also allowed 
the Company to reduce its short-term borrowings over the 

year at the FRBNY and FHLBNY. As certain borrowings 
matured, the Company did not renew or re-advance the bal-
ances. As a result, outstanding borrowings declined to $15.5 
million as compared to $44.7 million in 2024, contributing 
to the Company’s reduction in its funding cost. 

Non-interest bearing, or lower cost transactional accounts re-
mained steady at year end 2025 compared to 2024. However, 
as noted above, average non-interest-bearing deposits fell and 
a compositional shift to higher yielding deposit interest-bear-
ing accounts (money markets and time deposits/certificates 
of deposit) continued in 2025. Customers continued to de-
mand higher deposit rates and shop for promotional offers. 
The Company avidly worked to promote existing and new 
product offerings to grow its deposit footings. These product 
initiatives included alternative funding sources, comprised of 
reciprocal and brokered deposits. These products are gener-
ally more expensive than core deposits, but support earning 
asset growth while enhancing the Company’s overall liquid-
ity. The RDP launched in early 2024 helped the Company 
retain and grow deposits over the past two years, as it extends 
FDIC insurance coverage up to $50 million on deposits per 
tax identification number. The RDP held $94.2 million and 
$94.0 million in deposits at December 31, 2025 and 2024, 
respectively. The Company also retained $15.0 million in 
brokered deposits at both years ending 2025 and 2024. These 
alternative funding sources helped support the Company’s 
2025 deposit initiatives. In addition, promotional time de-
posit offers gave clients the opportunity to improve their 
deposit returns. Time deposits grew $14.6 million or 4.7% 
over last year. All these planned activities contributed to the 
Company sustaining its deposit footings in the year while 
also stabilizing its interest expense on deposits. Further relief 
was seen as borrowings were paid down by design, further 
reducing the Company’s interest expense to $21.6 million 
compared to $23.5 million in the prior year.

For the year ending December 31, 2025, the average inter-
est-bearing transactions and savings accounts and Certificates 
of Deposit (CDs) were $474.9 million and $324.2 million, 
respectively, compared to $459.6 million and $314.4 million, 
respectively, in the prior year. The average CDs balance rep-
resented 30.6% of the total average deposits at December 31, 
2025 compared to 30.1% in the prior year. The average CDs 
balance increased by $9.8 million, or 3.1% in 2025. Clients 
across all account types (retail, business, and municipal) con-
tinued to move their excess deposits into higher priced CDs 
to improve their yield. The Company’s weighted average cost 
of funds however fell due to favorable pricing in the interest 
rate environment along with the Company’s reduced reliance 
on higher priced advances. Our funding cost was reduced by 
14 bpts over the year to 1.99% as compared to 2.13% in 
2024. The Company will continue to strategically manage its 
liquidity, composition of deposit growth, funding costs, and 
net interest margin to optimize its earnings.
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Cash Dividends Per Share

Shareholders’ Equity
Shareholders’ equity (Equity) at December 31, 2025 was 
$93.1 million compared to $79.9 million in 2024, for an 
increase of $13.3 million or 16.6%. Equity increased $12.0 
million from an improvement to the accumulated other 
comprehensive loss (AOCL) and from net income of $5.8 
million. This growth was offset by dividends declared to 
the Company’s shareholders of $4.5 million. AOCL was  
significantly impacted by rising interest rates over the last 
several years, which resulted in a rapid increase in the  
unrealized losses on available-for-sale securities. While still 
in a loss position at year end 2025, the AOCL improved  
significantly over the year, as lower-yielding security cash 
outflows were replaced with higher-yielding security pur-
chases over the last two years. AOCL is recorded through  
equity, net of tax, as it is considered temporary. The Company  
also performs annual credit reviews on its investment  
securities, as well as quarterly analyses on its allowance for 
credit losses on investments (per the CECL accounting 
standard as discussed in the Asset Quality and Allowance 
for Credit Losses section) and noted no significant credit 
deterioration in the securities portfolio for 2025 or 2024, 
further supporting the assumption these unrealized losses 
are temporary. The Company paid out 77.6% of its earnings 
in the form of a cash dividend in 2025 compared to 96.0% 
in 2024. The record cash dividends declared per share were 
$1.76, an increase of 2.3% as compared to the prior year.

The Bank is subject to certain capital requirements as  
defined by its regulators. The requirements are more  
fully explained in Footnote 12 in the Notes to Consolidated  
Financial Statements. At December 31, 2025 and 2024,  
the Bank exceeded all minimum regulatory capital  
requirements and maintained its strong capital  
position as a well-capitalized institution based upon the 
capital guidelines.

Borrowings
The Company has several borrowing facilities with corre-
sponding banks available as part of its liquidity management 
and contingency funding plan. Borrowings at the FHLB 
are secured by residential and commercial mortgage loans, 
and there was $222.6 million and $216.6 million available 
to borrow at December 31, 2025 and 2024, respectively. In 
2023, the FHLB launched the 0% Development Advance 
(ZDA) Program that provides members with subsidized 
funding (advances) in the form of interest rate credits. FHLB 
members could request to reserve interest rate credits up to 
$250,000 for qualified loans that meet the eligibility criteria 
of the program. The Company was successfully granted funds 
in all three rounds of the program from 2023 – 2025. This 
resulted in extending $7.5 million in loans over that period, 
with which the Company shared rate reductions to qualified 
business relationships. The Company can also borrow from 
the Federal Reserve Bank’s discount window, collateralized 
by eligible loans and investment securities. There was $33.4  
million and $17.4 million available at December 31, 2025 
and 2024, respectively, through the discount window. The 
Company, as part of its liquidity management process, ex-
tended its borrowing capacity at the discount window to 
support temporary or short-term funding needs. Further, 
in early 2023, another borrowing facility was created by the 
Fed, known as the Bank Term Funding Program (BTFP). 
In response to the events surrounding large bank failures  
in March of 2023, the Fed promptly deployed the BTFP  
to provide financial institutions with easily accessible liquid-
ity at reasonable funding rates. Banks could pledge certain  
investment securities as collateral and could borrow up to one 
hundred percent of their value for a term of one-year at a 
rate specific to the program. At December 31, 2025, there 
were no investment securities pledged to the BTFP, as the 
final advance matured in 2025 and the program was not re-
newed by the Fed. At December 31, 2024, the Company had 
$22.5 million in investment securities pledged to the BTFP.  
The Company also had an unused, unsecured line of cred-
it available with another correspondent bank totaling $8.0  
million at both December 31, 2025 and 2024. 

At December 31, 2025 and 2024, the Company had $15.5 
million and $44.7 million, respectively, in total borrowings 
consisting of short- and mid-term debt. The Company was 
able to reduce a significant portion of its borrowings over 
the year with its improved liquidity position, incoming cash 
flows and deposit growth. At December 31, 2025, term  
advances with the FHLB were $8.0 million and $7.5  
million were borrowed through the FHLB ZDA program.  
At December 31, 2024, BTFP advances at the Fed were 
$13.2 million (which matured in January 2025), term  
advances with the FHLB were $26.0 million, and the remain-
ing $5.5 million were borrowed through the FHLB ZDA 
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program. See Footnote 6 in the Notes to Consolidated Finan-
cial Statements for more information.

Interest Rate Risk Management
Interest rate risk (IRR) is the risk that changes in market in-
terest rates will have an adverse effect on the Company’s earn-
ings and its underlying economic value. The goal of interest 
rate risk management is to minimize the Company’s exposure 
to these adverse effects through defining, measuring, moni-
toring, and reporting interest rate risk to senior management 
and to the Board of Directors. The Company measures and 
monitors net interest income at risk over a one-year and two-
year period using a net interest income simulation model. 
The model projects the Company’s net interest income over 
a two-year period from the calculation date under different 
interest rate scenarios and assumptions. To enhance the mon-
itoring of the Company’s interest rate risk, both a dynamic 
(growth) and static (no growth) review of the balance sheet is 
conducted over a two-year period. In general, the Company 
measures the impact on net interest income of an instanta-
neous 200, 300, and 400 basis point increase and decrease 
in market rates and compares this information to Board ap-
proved interest rate risk policy guidelines. At December 31, 
2025, under the dynamic model assumption, an instanta-
neous 400 basis point increase in market rates was estimated 
to have an approximate 1.0% negative impact on net interest 
income over one year and an 8.9% positive impact over a 
two-year period. An instantaneous 400 basis point decrease 
in market rates was estimated to have an approximate 8.7% 
positive impact on net interest income over one-year and a 
3.5% positive impact over a two-year period. Under the static 
balance sheet assumption, an instantaneous 400 basis point 
increase in market rates was estimated to have an approxi-
mate 1.1% negative impact on net interest income over one 
year and a 5.6% positive impact over a two-year period. An 
instantaneous 400 basis point decrease in market rates was 
estimated to have an approximate 8.8% positive impact on 
net interest income over one year and a 6.0% positive impact 
over a two-year period. The results were within the Compa-
ny’s policy guidelines and improved from the prior year. The 
Company’s efforts in 2025 to shorten earning asset durations, 
increase its exposure to more variable rate products, and re-
duce the extension of certain municipal certificates of deposit 
all helped reduce the interest rate risk volatility on the Com-
pany’s balance sheet.

The Company’s IRR profile is measured at a point in time 
and is reflective of its liquidity position, incoming and outgo-
ing cash flows including its FFS and/or overnight borrowing 
position, along with its earning asset allocations and dura-
tion. Deposit composition and fixed term certificates of de-
posit holdings and the duration of borrowed funds are also 
factored into its IRR risk profile. Interest rate risk has been 
further tempered over the year by the Company’s earning as-

set growth in loans, stable incoming cash flows, and liquidity 
position. The Company’s interest rate risk profile is consid-
ered moderate, generally consistent with prior year results. 
An external review of the Company’s interest rate risk man-
agement process was also performed by an independent party 
during the year, and their conclusions concurred with those 
of the Company.

Results of Operations

Net Interest Income
The principal source of income for the Company is net inter-
est income (NII), which is the difference between income re-
ceived from interest earning assets (primarily loans, securities, 
and federal funds sold including other interest-bearing depos-
its) and interest paid on interest-bearing liabilities (deposits 
and borrowings). NII was $25.3 million for 2025, increasing 
$3.7 million or 17.0% as compared to the prior year.

While the operating environment for the Company con-
tinued to be challenging in 2025, the second half of the 
year showed continuous improvement in the Company’s  
revenue. This was pre-amped by steady loan growth and ef-
fective liquidity management strategies, which allowed reduc-
tions in funding cost. In addition, short-term interest rates 
along the Curve began to fall, prompted by the Fed’s actions 
to balance its dual monetary policy objectives, promoting  
maximum employment and stable prices (inflation). During 
2025, the shape of the Curve began to normalize for the first 
time in several years. The next section provides a historical 
review of the economic environment and its impact on the 
Curve, which influences the financial industry’s operating 
margin, NII.

As noted in the Overview, the Federal Reserve Bank (the Fed) 
began raising interest rates in March 2022 in one of its most 
aggressive tightening cycles since the early 1980s, raising the 
Federal Funds Rate (FFR) by 525 basis points from March 
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2022 through July 2023. This was the Fed’s attempt to reduce 
inflation, which erupted during the post-pandemic recovery. 
As a result of the rapid increase in FFR, short-term interest 
rates correspondingly followed. These rates grew significant-
ly faster than the mid-to-longer term interest rates along the 
Curve. This caused the Curve to become inverted for nearly 
three years, which is not financially conducive for most com-
munity and regional financial institutions. Hence, the Com-
pany’s NII was suppressed as compared to historical trends 
and it wasn’t until the third quarter of 2024 where the Com-
pany began to see improvements in its quarterly NII growth. 
This was motivated by the origination or repricing of earning 
assets along with reductions in short-term interest rates, along 
the Curve over the last four months of 2024. These reduc-
tions over the period were due to softened employment data, 
prompting the Fed to reduce the FFR by 100 basis points to 
4.50% at year-end 2024. Leading into 2025, the economy 
continued to show resilience despite the uncertainties created 
by the global tariffs imposed on our trading partners. With 
the impact of tariffs still unknown for most of the 2025 year, 
the Fed remained patient and restrictive in its monetary pol-
icy as they tried to balance their dual mandate. Short-term 
interest rates along the Curve remained elevated over the first 
half of the year, while mid-to-longer term interest rates began 
to gradually fall as longer-term inflation pressures declined. 
As the year continued and employment statistics began to 
weaken, the Fed became concerned with a broad-based de-
celeration of job growth. As a result, the Fed cut interest rates 
three times over the last four months of 2025, totaling a 75 
basis-point reduction to end the year at 3.75%. These reduc-
tions again prompted a decline in short-term interest rates; 
however, mid-to-longer-term rates generally remained stable 
(higher), contributing to net interest margin (NIM) growth 
over the fourth quarter of 2025. While there were glimpses of 
a steeper Curve over 2025, the Curve finally moved to a more 
normalized position closer to the end of the year. Quarterly 
NII growth continued over 2025, marking six consecutive 
quarters of higher quarterly NII.

The Company’s plan for 2025 was two-fold: leverage its bal-
ance sheet by 1) allocating idle funds into higher yielding 
earning assets, primarily loans and 2) paying down higher 
borrowing costs, both in an effort to improve NII. The Com-
pany executed its plan throughout the year, and year-over-
year interest income grew by $1.7 million or 3.8% while 
interest expense decreased by $2.0 million or 8.3%. The 
Company was able to significantly grow its average loan bal-
ances by $21.1 million over last year, which increased interest 
income on loans by $3.2 million or 9.5%. Loan growth was 
steady across the commercial and residential segments (con-
sumer trailed), while the Company continued to focus on 
growing its commercial loan composition to improve loan 
yield. The weighted average yield on the loan portfolio grew 
30 basis points to 5.02% over the prior year, stemming from 

its average commercial loan growth of $8.0 million and aver-
age residential loan growth of $16.6 million, partially offset 
by a decline in consumer loan growth of $3.5 million. The 
weighted average yield also grew on our securities portfolio 
by 11 basis points to 2.30%, as the Company reinvested a 
portion of its portfolio cash flows into higher yielding invest-
ments while also supporting the growth of loans. Interest in-
come on securities grew to $9.2 million, a $184 thousand or 
2.0% increase from the prior year. The average Federal Funds 
Sold balance was $18.5 million, a decrease of $27.7 million as 
compared to 2024. This allowed the Company to fund high-
er-yielding loans and pay down its higher costing advances 
and/or alternative deposits (Brokered CDs), resulting in an 
outstanding increase in NII of 17.0% year-over-year.

After two years of escalating funding costs, driven by the pro-
longed inversion of the Curve and the intense competition 
in the market for deposits, the Company’s interest expense 
decreased for 2025. This was the result of actively managing 
funding costs, moving deposit offerings downward and stra-
tegically utilizing idle liquidity to pay down/off higher cost 
nontraditional funding sources. All the while, the Company 
remained committed to retaining and expanding core deposit 
relationships, with deposit balances growing to a record high. 
In addition, as noted in the Deposits section, the Compa-
ny has also seen a significant shift in its deposit composition 
from lower priced deposit offerings to higher priced CDs and 
into higher priced interest-bearing accounts. However, unlike 
the prior year, the Company was able to combat the composi-
tional shifts with lower, yet still competitive, deposit rates. All 
these factors resulted in reduction of the Company’s funding 
cost to 1.99% as compared to 2.13% last year. Costs of inter-
est-bearing liabilities (deposits and borrowings) were 2.61%, 
down 22 basis points from the prior year. The Company’s 
NIM also improved as funding costs were margined more 
favorably over the year. This was supported by the shift in the 
Curve and with the growth in higher priced earning assets. As 
a result, NIM was 2.14% in 2025 as compared to 1.82% in 
2024. The Company continues to actively manage funding 
costs and earning asset growth as it directs excess liquidity 
into higher margined earning assets. 
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Net Income
The Company reported net income of $5.8 million in 2025, 
compared to $4.5 million in 2024, increasing $1.2 million or 
26.6% from the prior year. Net interest income (NII) grew by 
$3.7 million or 17.0%, driven by the Bank’s ability to increase 
the loan portfolio, reprice earning assets upward, and reduce 
the Bank’s funding cost. This improvement in core earnings 
in 2025 was partially offset by a modest 3.3% increase in 
operating expenses, as well as three large nonrecurring items 
(two positive and one negative) recognized in other income 
in 2024 that totaled $2.0 million. Strong asset quality met-
rics and low nonperforming loan balances helped keep provi-
sioning costs low, adding $3 thousand in provision for credit 
losses on loans. Provision for off-balance sheet reserves was 
$173 thousand in 2025, the result of strong construction line 
of credit growth in the year. This led to a collective increase of 
$101 thousand in provisions for credit losses compared to the 
prior year. Total other income was $6.2 million, decreasing 
$1.6 million or 20.7% as compared to 2024, led by the 2024 
events surrounding the Company filing for the Employee Re-
tention Credit in January 2024 and the recording of a gain on 
the sale of Visa Inc. (Visa) stock, further noted in the Other 
Income section. There was also a decline in bank card income 
and overdraft fees (within service charge income). Bolstering 
other income in 2025 was revenue growth in the Compa-
ny’s Insurance Agency, its Trust and Brokerage services, and 
from Bank Owned Life Insurance (BOLI) assets, as well as 
increased service charge fee income on loan and deposit ac-
counts. The gains/losses on sale of securities and loans also 
improved year-over-year by $468 thousand as the Company 
continued to actively manage its liquidity, improve its interest 
rate risk and optimize its ability to reposition a portion of 
these assets supporting future revenue growth. This strategy 
was led by a large, nonrecurring sale of investment securi-
ties in 2024 of $10.7 million. The sale allowed the Compa-
ny to better ladder its cash flows while also replacing lower 
yielding investments with higher performing securities. Total 
other expenses grew $776 thousand or 3.3% over the prior 
year to $24.5 million. This increase was driven by increased 
salaries and other payroll costs, technology and equipment 
expenses, professional fees, debit card point redemptions, and 
business development costs, partially offset by lower pension 
costs, credit card processing costs, and general bank operating 
cost savings. Basic earnings per share were $2.27 compared to 
$1.79 in the prior year. The return on average assets and re-
turn on average shareholders’ equity in 2025 were 0.49% and 
6.57%, respectively, compared to 0.38% and 5.81% in 2024.

Other Income
Other income mainly consists of fees from deposit and loan 
accounts and services related to maintaining such accounts, 
Trust Services (Trust and Investment Management fees), 

Insurance Agency revenue (Solvay Bank Insurance Agen-
cy (SBIA)), brokerage and investment services revenue, net 
gains/losses on the sale and call of earning assets (loans and 
investment securities), along with revenue from increases in 
the cash surrender value of life insurance policies, also known 
as Bank Owned Life Insurance (BOLI) investments. Total 
other income was $6.2 million in 2025, decreasing $1.6 mil-
lion or 20.7% as compared to the prior year. The net decrease 
from the prior year was driven by the positive impact from 
the Employee Retention Credit (ERC) and the sale of Visa 
Class A shares as part of the Visa Exchange Offer, partially 
offset by the significant loss on the investment sale recorded 
in 2024. As reported in the prior year, the Company filed 
for the ERC in January 2024. The ERC was a refundable 
payroll tax credit for eligible businesses impacted by mandat-
ed governmental shutdowns or partial shutdowns related to 
the COVID-19 pandemic, and who continued to pay their 
employees during that period. As a result of the filing, the 
Company recorded an $851 thousand receivable for the ERC 
in other income in 2024. The receivable was fully collected 
in 2025, as well as an additional $144 thousand in interest 
was recorded in other income in 2025. In addition, as part 
of the Company’s relationship with Visa, it was offered the 
opportunity to convert Class C Visa shares to A shares in 
2024, allowing the Company to record a $1.5 million gain 
on the sale of these equity securities. These two items were 
then partially offset, as the Company decided to sell lower 
yielding securities in 2024 totaling $10.7 million at a loss 
of $372 thousand, reinvesting the funds into higher yield-
ing investments products. The strategy was to better align 
the Company’s incoming cash flows while also improving he 
overall investment return of the securities portfolio. Without 
the recognition of the three nonrecurring transactions in the 
prior year, total other income grew $429 thousand or 7.5%. 
This growth was led by an increase in SBIA revenue, Trust & 
brokerage services, service charges on accounts, interest on 
the ERC and gains from loan sales. A portion of these core 
improvements were offset by lower bank card revenue, over-
draft and chargeback fees.

Service charges were $3.3 million, declining $143 thousand 
or 4.2% as compared to the prior year. Service charges in-
clude bank card revenue, consisting of debit/credit card  
activity and merchant fee income, which decreased $151 
thousand as compared to 2024, as merchant commissions 
and debit card sales volume fell. Overdraft and chargeback 
fees decreased $58 thousand from 2024. Fees on loan and  
deposit accounts improved $66 thousand, led by letter of 
credit fees and enhancements to the Bank’s check printing 
program. In 2025, the Bank transitioned its check printing 
services to a new vendor. The transition created operational 
efficiencies for customers ordering checks and improved reve-
nue for the Bank. Trust services income was $1.4 million, an 
increase of $108 thousand from 2024. Income was impacted 

Management’s Discussion & Analysis of Financial
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by favorable stock market performance and compositional 
asset growth. Brokerage and investment services increased 
$50 thousand from 2024. The increase was primarily re-
lated to a one-time bonus incentive received, via a change 
in the Bank’s broker dealer relationship. The decision was 
made after careful consideration as the new acquiring firm 
better aligns with the Bank’s wealth management services. 
SBIA revenue increased $58 thousand year-over-year. The 
growth relates to SBIA’s strong performance as it grew 
its overall customer base, policies in force and sales pre-
miums. In addition, SBIA’s annual contingency bonuses 
improved from its insurance carriers. Losses on calls of 
available-for-sale investment securities were $9 thousand 
in 2025, improving by $363 thousand as compared to 
prior year. This improvement is noted above within the 
investment securities strategy executed in 2024. 

In 2025, earning asset sales included 40 residential loans 
totaling $9.2 million for gains of $174 thousand and add-
ed $42 thousand in servicing rights assets. Seventeen loans 
totaling $4.0 million were sold at a gain of $69 thousand 
in 2024 and added $22 thousand in servicing rights as-
sets. The sales were part of the Company’s interest rate 
and liquidity management strategy, as well as contractual 
sale requirements with its underwriting partner, the Fed-
eral National Mortgage Association (FNMA). Lastly, the 
Company’s BOLI income was $428 thousand, increasing 
$6 thousand from 2024.

Other Expenses
Total other expenses were $24.5 million in 2025 and $23.7 
million in 2024, increasing a modest $776 thousand or 
3.3%. Salary and benefit costs increased $366 thousand 
or 2.6%. Salaries increased 4.1%, related to general 
increases in merit and certain positions requiring market 
adjustments to retain or acquire talent. These increases to 
salary were partially offset by a greater vacancy rate in the 
year as compared to 2024, hence defraying salary costs. 
Employee benefits decreased 2.3%, primarily due to lower 
pension and benefit administration costs, offsetting the 
growth in general payroll-related expenditures (payroll and 
unemployment taxes, health benefits, and 401k expense). 
Technology and infrastructure expenses were $3.0 
million, growing $262 thousand or 9.6% as compared to 
the prior year. This increase aligns with the Company’s 
commitment to improve the overall customer experience, 
improve operating efficiencies and manage risk. The 
Company continued to enhance or expand several of its 
products and services, including improvements within its 
online banking platforms, the exchange of data as part of 
the retail and commercial loan application process, along 
with general fraud monitoring and prevention tools. To 
further improve the customer experience, the Company 
transitioned to a third-party provider for its paper 

statement delivery system, revamping the process while 
also modernizing its look and feel. The Company also saw 
a full year of operating costs under its new wire transfer 
platform, Wire Xchange, that was onboarded in 2024. 
This software provides a more streamlined experience for 
online business customers to process wires. In addition, 
further resources were dedicated to the Company’s 
general technology life cycle management, as upgrades 
to servers and other equipment purchases were made. All 
these expenses contributed to the Company’s continued 
investment in improving its technology offerings to meet 
customer needs in a safe and secure manner. Occupancy 
expenses were $1.7 million, increasing $60 thousand or 
3.7% from the prior year as the Company started to incur 
costs related to the new East Syracuse*Smart Office, as 
well as general increases in branch maintenance and overall 
security. Professional fees were $1.7 million, growing $19 
thousand or 1.2% compared to 2024. Professional fees 
grew in 2025 related to expanded services within the 
BSA/AML platform, which assists with risk management 
and fraud monitoring practices, as well as outsourcing 
services for our virtual Chief Information Security Officer 
(vCISO). The vCISO is an independent third-party 
vendor selected by the Bank to assist management with 
its responsibility to oversee information security and 
general risk for business continuity and resiliency. These 
increases were partially offset by declines in consulting 
fees and audit and examination costs, as a result of 
changes in regulatory guidance surrounding audits of 
internal controls over financial reporting (ICOFR). In 
November 2025, the FDIC issued a final rule increasing 
the ICOFR audit threshold from $1.0 billion in assets to 
$5.0 billion in assets. This final rule was effective for any 
insured financial institution for whom the rule would no 
longer apply as of January 1, 2026, and therefore could 
be carried retroactively based on its year-ended 2025 
asset balance. As a result, the Company was no longer 
required to have an integrated audit of both ICOFR 
and the consolidated financial statements performed for 
2025. FDIC insurance costs increased in 2025 by $33 
thousand or 5.5%, caused by variations in the Company’s 
asset size throughout the year. Business development 
costs increased $88 thousand or 16.6% as compared to 
last year due to a credit card marketing campaign in the 
first quarter and with promotional and general awareness 
campaigns for the new East Syracuse branch (opened in 
late January 2026).

Lending operation costs were $1.4 million, decreasing 
$25 thousand or 1.8% from the prior year. Decreases in 
credit card point redemptions and processing costs were 
partially offset by increased debit card point redemptions 
and processing costs. In 2024, the Company switched 
vendors for its credit card platform. The new vendor 
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provides enhanced services and reporting features, as 
well as offered one-time expense credits to offset some of 
the transitional cost burdens. Bank operations expense 
decreased $27 thousand or 2.1% over the prior year to 
$1.3 million from general savings in operating costs and 
delivery charges related to the switch to an outsourced 
paper statement printing vendor, as previously mentioned.

On October 3, 2024, Solvay Bank Corp. renewed  
its directors’ and officers’ liability insurance policy until 
October 3, 2027. The annual premium, including 
commissions, for the extension of the renewal was 
approximately $154 thousand. The primary policy is 
issued by Great American Insurance Company and  
covers all directors and officers of Solvay Bank Corp. and 
its subsidiaries. 

Recently Issued Accounting 
Pronouncements
There were no Accounting Pronouncements issued in 
2025 that would impact the Company. For 2025, the 
Company was required to adopt ASU 2023-09, Income 
Taxes (Topic 740): Improvements to Income Tax Disclo-
sures, which was included in Footnote 8 of the Notes to 
Consolidated Financial Statements. 

Statement of Management Responsibility
The management of Solvay Bank Corp. is responsible 
for the preparation, content, and integrity of this Annu-
al Report. The consolidated financial statements have been 
prepared in accordance with accounting principles generally 
accepted in the United States of America applied on a con-
sistent basis.

The accounting systems which record, summarize and re-
port financial data are supported by a system of internal 
controls, augmented by written policies, internal audits, 
and an organizational structure which provides an effective 
division of responsibilities. The system is also designed to 
provide reasonable assurance that transactions are executed 
in accordance with management’s authorization and assets 
are safeguarded from significant loss or unauthorized use.

The Audit and Risk Management Committee of the Board 
of Directors review the activities of the Internal Audit 
Firm, which is independent of management. In addition, 
it has the responsibility of recommending to the Board of  
Directors the independent auditors for the Company.  
Bonadio & Co., LLP has been appointed by the Board of  
Directors to conduct an independent audit and to express 
an opinion as to the fairness of the presentation of the  
consolidated financial statements of Solvay Bank Corp. and 
its subsidiary, in conformity with U.S. generally accepted  
accounting principles.

Management’s Discussion & Analysis of Financial
Condition and Results of Operations, continued



INDEPENDENT AUDITOR’S REPORT

March 16, 2026

To the Board of Directors and Shareholders of
      Solvay Bank Corp. and Subsidiary:

Opinion

We have audited the accompanying consolidated financial statements of Solvay 
Bank Corp. and subsidiary, which comprise the consolidated balance sheets as of 
December 31, 2025 and 2024, and the related consolidated statements of income, 
comprehensive income, shareholders’ equity, and cash flow for the years then 
ended, and the related notes to the consolidated financial statements.

In our opinion, the consolidated financial statements referred to above present 
fairly, in all material respects, the financial position of Solvay Bank Corp. and 
subsidiary as of December 31, 2025 and 2024, and the results of their operations 
and their cash flows for the years then ended in accordance with accounting 
principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally 
accepted in the United States of America (GAAS). Our responsibilities under those 
standards are further described in the Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements section of our report. We are required to be 
independent of Solvay Bank Corp. and subsidiary and to meet our other ethical 
responsibilities, in accordance with the relevant ethical requirements relating to our 
audits. We believe that the audit evidence we have obtained is sufficient and 
appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Consolidated Financial Statements

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

In preparing the consolidated financial statements, management is required to 
evaluate whether there are conditions or events, considered in the aggregate, that 
raise substantial doubt about Solvay Bank Corp. and subsidiary’s ability to 
continue as a going concern within one year after the date that the consolidated 
financial statements are available to be issued.

(Continued)
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Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial 
statements as a whole are free from material misstatement, whether due to fraud or error, and to issue 
an auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance but 
is not absolute assurance and therefore is not a guarantee that an audit conducted in accordance with 
GAAS will always detect a material misstatement when it exists. The risk of not detecting a material 
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve 
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control. 
Misstatements are considered material if there is a substantial likelihood that, individually or in the 
aggregate, they would influence the judgment made by a reasonable user based on the consolidated 
financial statements.

In performing an audit in accordance with GAAS, we:

 Exercise professional judgment and maintain professional skepticism throughout the audit.

 Identify and assess the risks of material misstatement of the consolidated financial statements, 
whether due to fraud or error, and design and perform audit procedures responsive to those 
risks. Such procedures include examining, on a test basis, evidence regarding the amounts 
and disclosures in the consolidated financial statements.

 Obtain an understanding of internal control relevant to the audit 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 Solvay Bank Corp. and subsidiary’s internal control. 
Accordingly, no such opinion is expressed.

 Evaluate the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluate the overall 
presentation of the consolidated financial statements.

 Conclude whether, in our judgment, there are conditions or events, considered in the 
aggregate, that raise substantial doubt about Solvay Bank Corp. and subsidiary’s ability to 
continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, 
the planned scope and timing of the audit, significant audit findings, and certain internal control-related 
matters that we identified during the audit.

Other Information Included in the Company’s Annual Report

Management is responsible for the other information included in the Company’s Annual Report. The 
other information comprises the President’s Message, Management’s Discussion and Analysis, and 
Selected Financial Data that includes additional per-share information, but it does not include the 
consolidated financial statements and our auditor’s report thereon. Our opinion on the consolidated 
financial statements does not cover the other information, and we do not express an opinion or any 
form of assurance on it.

In connection with our audit of the consolidated financial statements, our responsibility is to read the 
other information and consider whether a material inconsistency exists between the other information 
and the consolidated financial statements, or the other information otherwise appears to be materially 
misstated. If, based on the work performed, we conclude that an uncorrected material misstatement 
of the other information exists, we are required to describe it in our report.
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Consolidated Balance Sheets
    December 31, 

(In thousands, except share and per share data) 2025 2024   

Assets
Cash and due from banks  $     10,751  $      13,366 
Federal funds sold and other interest bearing deposits 22,550 43,213 
TOTAL CASH AND CASH EQUIVALENTS  33,301  56,579

Securities available-for-sale, at fair value  355,513   362,681 
Securities held-to-maturity (fair value of $4,408 in 2025 and $6,439 in 2024)  4,324  6,382 
TOTAL SECURITIES  359,837  369,063 

Loans  743,295  718,578 
Less allowance for credit losses on loans  7,983  8,084 
NET LOANS  735,312  710,494 

Bank premises and equipment, net of accumulated depreciation and amortization  13,578 11,326
Cash surrender value of life insurance policies  18,775  17,972
Other assets  23,003  27,978 
TOTAL ASSETS  $1,183,806  $ 1,193,412 

Liabilities and Shareholders’ Equity

Deposits:
Non-interest bearing  $   282,137  $    278,989
Savings, NOW, and Money Market  459,357  471,323
Time (time deposits of $250,000 or more 
totaled $174,447 in 2025 and $167,487 in 2024)  323,206  308,600 

TOTAL DEPOSITS  1,064,700  1,058,912 

Borrowings  15,520 44,736 
Other liabilities 10,464  9,892  
TOTAL LIABILITIES 1,090,684  1,113,540

Shareholders’ equity: 
Preferred stock - par value $.01 per share:

Authorized 200,000 shares, none issued
Common stock - par value $7 per share:

Authorized - 5,000,000 shares in 2025 and 2024
Issued - 3,046,810 shares in 2025 and 2024
Outstanding - 2,535,202 shares in 2025 and 2024  21,328  21,328 

Additional paid in capital  22,270  22,270 
Retained earnings  84,201  82,911 
Treasury stock, at cost (511,608 shares in 2025 and 2024)  (14,991)  (14,991)
Accumulated other comprehensive loss  (19,686)  (31,646)
TOTAL SHAREHOLDERS’ EQUITY  93,122  79,872
TOTAL LIABILITIES & SHAREHOLDERS’ EQUITY  $ 1,183,806  $ 1,193,412 

See accompanying notes to consolidated financial statements.
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Consolidated Statements of Income

See accompanying notes to consolidated financial statements.

For the years ended
December 31,

(In thousands, except per share data) 2025 2024

Interest Income
Loans  $       36,834  $      33,629 
Securities

Taxable 8,475  8,207 
Tax exempt  710  794 

Federal funds sold and other interest bearing deposits  835  2,500 
TOTAL INTEREST INCOME  46,854  45,130 

Interest Expense
Time deposits of $250,000 or more  6,566 7,641 
Other deposits 14,051 13,194 
Borrowings 954 2,680 
TOTAL INTEREST EXPENSE  21,571 23,515 
NET INTEREST INCOME  25,283  21,615 
Provision for credit losses - loans 3 40
Provision for credit losses - off-balance sheet credit exposures 173 35
TOTAL PROVISIONS FOR CREDIT LOSSES  176  75 
NET INTEREST INCOME AFTER PROVISIONS FOR CREDIT LOSSES  25,107 21,540 

Other Income
Service charges  3,267   3,410 
Trust services  1,368  1,260 
Brokerage and investment services  114  64 
Insurance agency revenue  391  333 
Net gain on sale of equity securities - 1,543
Net loss on sale and call of available-for-sale securities  (9) (372) 
Net gain on sale of loans 174   69 
Net increase in cash surrender value of life insurance policies 428  422 
Employer Retention Credit 144 851
Other  305  211 
TOTAL OTHER INCOME  6,182  7,791 

Other Expenses
Salaries and employee benefits 14,270  13,904 
Occupancy 1,676  1,616 
Technology and equipment  2,997  2,735 
Business development 618  530 
Professional fees 1,664  1,645 
FDIC insurance 628  595 
Lending operations 1,367  1,392 
Banking operations 1,278  1,305 
TOTAL OTHER EXPENSES 24,498  23,722 
INCOME BEFORE INCOME TAXES 6,791  5,609 
Income taxes  1,039  1,067 
NET INCOME $         5,752 $        4,542 
BASIC EARNINGS PER SHARE  $           2.27  $           1.79
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Consolidated Statements of Comprehensive Income 

For the years ended 
December 31,

(In thousands) 2025 2024
NET INCOME  $     5,752  $      4,542 

Other Comprehensive Income, Before Tax:
UNREALIZED GAINS ON SECURITIES AVAILABLE-FOR-SALE:

Unrealized holding gains arising during the period  15,772 1,923
Reclassification adjustment for losses included in net income  9 372

NET UNREALIZED GAINS  15,781 2,295

UNREALIZED GAINS ON SECURITIES HELD-TO-MATURITY:
Amortization of net unrealized losses on securities transferred
   from available-for-sale  1  2

NET UNREALIZED GAINS  1  2

DEFINED BENEFIT PENSION PLAN:
Net gains arising during the period  400  897 
Amortization of net losses recognized in net
   pension expense  -  105

DEFINED BENEFIT PENSION PLAN, NET    400  1,002 

OTHER COMPREHENSIVE INCOME, BEFORE TAX  16,182  3,299 
Tax effect  (4,222) (863)

OTHER COMPREHENSIVE INCOME, NET OF TAX 11,960 2,436

TOTAL COMPREHENSIVE INCOME  $      17,712  $     6,978

See accompanying notes to consolidated financial statements.
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Consolidated Statements of Shareholders’ Equity

For the years ended December 31, 2025 and 2024

(In thousands,
except share and per share data)

Common 
Stock

Additional 
Paid in 
Capital

Retained 
Earnings

Treasury 
Stock

Accumulated 
Other 

Comprehensive
Income (Loss)   Total

BALANCE AT JANUARY 1, 2024  $  21,328  $  22,270  $  82,730  $ (14,991)  $   (34,082)  $   77,255 
Net Income  -  -  4,542  -  -  4,542 
Other Comprehensive Income - - - - 2,436 2,436
Cash dividends - $1.72 per share - - (4,361) - - (4,361)

BALANCE AT DECEMBER 31, 2024 $  21,328 $  22,270 $  82,911 $ (14,991) $  (31,646) $    79,872

Net Income  -  -  5,752 - -  5,752 
Other Comprehensive Income - - - - 11,960 11,960
Cash dividends - $1.76 per share - - (4,462) - - ( 4,462 )

BALANCE AT DECEMBER 31, 2025  $  21,328  $  22,270  $  84,201 $ (14,991)  $ (19,686)  $ 93,122 

See accompanying notes to consolidated financial statements.
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For the years ended
December 31,

Consolidated Statements of Cash Flow
              

                     
(In thousands) 2025  2024

Cash Flow From Operating Activities
Net Income  $       5,752  $    4,542 

Adjustments to reconcile net income to net cash provided by operating 
activities:
Provision for credit losses 176  75 
Depreciation and amortization  892 835 
Net amortization of premiums on securities  235  87 
Deferred income taxes (benefits)  16  (32) 
Net gain on sale of equity securities - (1,543)
Net loss on sale and call of available-for-sale securities  9 372
Net gain on sale of loans   (174)   (69)
Carrying amount of loans sold   (9,195) (4,011)
Proceeds from sale of loans   9,369  4,080 
Net increase in cash surrender value of life insurance policies  (428)  (422)
Decrease in accrued interest payable (583) (941)
Changes in other 876 (1,530)

NET CASH PROVIDED BY OPERATING ACTIVITIES 6,945  1,443 

Cash Flow From Investing Activities
Proceeds from maturities and calls of securities held-to-maturity  3,848 6,469 
Proceeds from maturities and calls of securities available-for-sale  54,791  32,920 
Proceeds from sale of securities available-for-sale  -  10,741 
Purchases of securities held-to-maturity  (2,117)  (3,848 )
Purchases of securities available-for-sale  (31,748)  (68,014)
Purchases of bank-owned life insurance (375) -
Loans originated, net of principal collected  (24,821)  (20,021)
Purchases of bank premises and equipment  (1,936)  (993)
NET CASH USED IN INVESTING ACTIVITIES  (2,358)  (42,746)

Cash Flow From Financing Activities
Net (decrease) increase in deposits, excluding time deposits  (8,819)  55,582 
Net increase in time deposits  14,607  35,291
Proceeds from FHLB term advances 10,054 29,816 
Repayments of FHLB term advances (26,070) -
Repayments of FRB term advances (13,200) (65,800)
Cash dividends paid  (4,437)  (4,335)
NET CASH (USED IN) PROVIDED BY FINANCING ACTIVITIES  (27,865)   50,554 
(DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS (23,278) 9,251

CASH AND CASH EQUIVALENTS: AT BEGINNING OF YEAR  56,579  47,328 
AT END OF YEAR $     33,301 $  56,579 

Supplemental Disclosures
Cash paid for:

Income taxes $       1,035 $    1,124 
Interest $     22,155 $  24,456

See accompanying notes to consolidated financial statements.

29



Notes to Consolidated Financial Statements
December 31, 2025 and 2024

1.  Summary of Significant Accounting Policies
Organization:  Solvay Bank Corp. is a one-bank holding company.  Its only subsidiary is Solvay Bank (the Bank), a state 
chartered independent commercial bank, delivering a wide range of financial services to businesses and consumers primarily 
in Central New York.

Basis of Presentation:  The consolidated financial statements have been prepared in accordance with U.S. generally accept-
ed accounting principles (GAAP).  A description of the significant accounting policies is presented below.  In preparing 
the consolidated financial statements, management is required to make estimates and assumptions that affect the reported 
amounts of assets and liabilities and contingent assets and liabilities as of the date of the balance sheet and revenues and 
expenses for the period. Significant estimates include the allowance for credit losses and valuation of deferred tax assets, 
investment securities and employee benefit plan obligations.  Actual results could differ from those estimates.

The consolidated financial statements include the accounts of Solvay Bank Corp. and its wholly-owned subsidiary, Solvay 
Bank, collectively (the Company).  Solvay Bank Insurance Agency, Inc., a wholly-owned subsidiary of Solvay Bank, oper-
ates as a general life, health, and property and casualty insurance agency. The Bank is also the majority owner of Solvay 
Realty Corp., a real estate investment trust company. The operations of these two companies are consolidated into the 
operations of the Bank and the Company. All significant intercompany transactions have been eliminated in consolidation.

Cash and Cash Equivalents:  For the purpose of reporting cash flows, cash and cash equivalents are highly liquid invest-
ments with maturities at the time of purchase of less than 90 days.
Securities:  The Company classifies its securities as either available-for-sale or held-to-maturity.  Held-to-maturity securities 
are those debt securities that the Company has the ability and intent to hold until maturity.  All other securities not included 
as held-to-maturity are classified as available-for-sale.
Held-to-maturity securities are recorded at amortized cost.  Available-for-sale securities are recorded at fair value. Unrealized 
holding gains and losses, net of the related tax effect, on available-for-sale securities are excluded from earnings and are re-
ported as a component of accumulated other comprehensive (loss) income in shareholders’ equity until realized.
Interest income includes amortization of purchase premium or discount. Premiums and discounts on securities are 
generally amortized on the level-yield method without anticipating prepayments, except for mortgage-backed securities 
where prepayments are anticipated. Premiums on callable debt securities are amortized to their earliest call date. Purchas-
es and sales are recorded on a trade date basis with settlement occurring shortly thereafter. Dividends and interest income 
are recognized when earned. Gains and losses on sales are recorded on the trade date and determined using the specific 
identification method.

A held-to-maturity debt security is placed on nonaccrual status at the time any principal or interest payments become delin-
quent. A security is considered to be delinquent once it is 90 days contractually past due under the terms of the agreement.  
Interest accrued but not received for a security placed on non-accrual is reversed against interest income.

Mortgage-backed securities are primarily residential in nature and are issued by U.S. Government sponsored agencies  
and enterprises.

Investment securities are exposed to various risks such as interest rates, market and credit risks.  Due to the level of risk 
associated with certain investment securities, it is at least reasonably possible that changes in the values of investment 
securities will occur in the near term and that such changes could materially affect the amounts reported in the accom-
panying consolidated financial statements.
Allowance for Credit Losses – Held-to-Maturity Securities: Management measures expected credit losses on held-to-ma-
turity debt securities on a collective basis by major security type. Accrued interest receivable on held-to-maturity debt 
securities totaled $69 thousand and $98 thousand at December 31, 2025 and 2024, respectively, and is excluded from the 
estimate of credit losses.
The estimate of expected credit losses considers historical credit loss information that is adjusted for current conditions and 
reasonable and supportable forecasts. 
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Allowance for Credit Losses – Available-for-Sale Securities: For available-for-sale debt securities in an unrealized loss 
position, the Company assesses whether it intends to sell, or it is more likely than not that it will be required to sell the 
security before recovery of its amortized cost basis. If either of the criteria regarding intent or requirement to sell is met, the 
security’s amortized cost basis is written down to fair value through income. For debt securities available-for-sale that do not 
meet the aforementioned criteria, the Company evaluates whether the decline in fair value has resulted from credit losses or 
other factors. In making this assessment, management considers the extent to which fair value is less than amortized cost, 
any changes to the rating of the security by a rating agency, and adverse conditions specifically related to the security, among 
other factors. If this assessment indicates that a credit loss exists, the present value of cash flows expected to be collected 
from the security are compared to the amortized cost basis of the security. If the present value of cash flows expected to be 
collected is less than the amortized cost basis, a credit loss exists and an allowance for credit losses is recorded for the credit 
loss, limited by the amount that the fair value is less than the amortized cost basis. Any unrealized loss that has not been 
recorded through an allowance for credit losses is recognized in other comprehensive income.
Changes in the allowance for credit losses are recorded as provision for (or reversal of ) credit losses. Losses are charged against 
the allowance when management believes the uncollectibility of an available-for-sale security is confirmed or when either 
of the criteria regarding intent or requirement to sell is met. Accrued interest receivable on available-for-sale debt securities 
totaled $1.3 million and $1.6 million at December 31, 2025 and 2024, respectively, and is excluded from the estimate of 
credit losses.

Loans: Loans that management has the intent and ability to hold for the foreseeable future or until maturity or payoff are 
reported at amortized cost. Amortized cost is the principal balance outstanding, net of purchase premiums and discounts, 
deferred loan fees and costs. Accrued interest receivable totaled $2.6 million and $2.4 million at December 31, 2025 and 
2024, respectively, and was reported in other assets on the consolidated balance sheets and is excluded from the estimate 
of credit losses.  Interest income is accrued on the unpaid principal balance. Loan origination fees and certain direct loan 
origination costs are deferred and amortized generally over the average life of the related loans as an adjustment of yield 
using the interest method.

Accrual of interest on loans is generally discontinued when loan payments are 90 days or more past due for commercial 
loans, consumer loans and real estate loans or when, by judgement of management, collectability becomes uncertain. A loan 
may remain on accrual status if it is in the process of collection and is either guaranteed or well secured. When a loan is 
placed on nonaccrual status, previously accrued and uncollected interest is reversed against current period interest income. 
Subsequent recognition of income occurs only to the extent that payment is received. Payments are either applied to the 
outstanding principal balance or recorded as interest income, depending on the assessment of the ultimate collectability of 
the loans.  Loans are returned to accrual status when both principal and interest are current and the loan is determined to be 
performing in accordance with the applicable loan terms. Past-due status is based on the contractual terms of the loan, but 
generally applies when a payment is outstanding greater than 29 days. In all cases, loans are placed on nonaccrual or charged 
off at an earlier date if collection of principal or interest is considered doubtful.

Generally, the Company has the ability and intent to hold its loans to maturity.  The Company may, from time to time, elect 
to sell loans originated to be held in the portfolio. The Company may also originate certain residential fixed rate mortgages 
with the intent to sell.  At the date of origination, the loans designated and meeting secondary market guidelines are iden-
tified as held-for-sale and carried at the lower of net cost or fair value on an aggregate basis.  Mortgage servicing rights are 
recognized as an asset when loans are sold with servicing retained by allocating proceeds from sold mortgage loans between 
the loan and servicing right based on estimated relative fair values.  The proceeds allocated to the servicing right is capitalized 
as a separate asset and amortized in proportion to, and over the period of, estimated net servicing income.

Allowance for Credit Losses – Loans: The allowance for credit losses is a valuation account that is deducted from the 
loans’ amortized cost basis to present the net amount expected to be collected on the loans.  Loans are charged off against 
the allowance when the uncollectibility of a loan balance is confirmed.  Expected recoveries do not exceed the aggregate of 
amounts previously charged-off and expected to be charged-off. 

Management determines the adequacy of the allowance for credit losses on loans based upon reviews of individual credits, 
recent loss experience, current economic conditions, the risk characteristics of the various categories of loans and other per-
tinent factors.  Loans deemed uncollectible are charged to the allowance.  Provision for loan losses and recoveries on loans 
previously charged off are added to the allowance.
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Management estimates the allowance balance using relevant available information, from internal and external sources, relat-
ing to past events, current conditions, and reasonable and supportable forecasts.  Historical credit loss experience provides 
the basis for the estimation of expected credit losses.  Adjustments to historical loss information are made for differences in 
current loan-specific risk characteristics such as differences in underwriting standards, portfolio mix, delinquency level, or 
term as well as for changes in current and expected future economic conditions, such as changes in unemployment rates, 
consumer price indices, or other relevant factors. The Company has elected to forecast the first four quarters of the credit 
loss estimate and revert to a long-run average of each considered economic factor, which include unemployment rate for 
all segments and gross domestic product for certain consumer loans.
The allowance for credit losses is measured on a collective pool basis with receivables that have similar risk characteristics.  
The following portfolio segments have been identified by management: Commercial, Commercial Real Estate, Residential, 
Consumer and Other. Each segment measures the allowance for credit losses using the discounted cash flow method.  
When the discounted cash flow method is used to determine the allowance for credit losses, management adjusts the effec-
tive interest rate used to discount expected cash flows to incorporate expected prepayments.
Loans that do not share risk characteristics are evaluated on an individual basis.  Loans evaluated individually are not also 
included in the collective evaluation.  When management determines that foreclosure is probable, expected credit losses are 
based on the fair value of the collateral at the reporting date, adjusted for selling costs as appropriate.  
In addition, various regulatory agencies, as an integral part of their examination process, periodically review the Compa-
ny’s allowance for credit losses.  Such agencies may require the Company to recognize additions to the allowance based 
on their judgments of information available to them at the time of their examination.

Modifications for Debtors Experiencing Financial Difficulty: The allowance for credit losses incorporates an estimate 
of lifetime expected credit losses and is recorded on each asset upon asset origination or acquisition. The starting point 
for the estimate of the allowance for credit losses is historical loss information, which includes losses from modifications 
of receivables to borrowers experiencing financial difficulty. The Company uses a probability of default/loss given default 
model to determine the allowance for credit losses. An assessment of whether a borrower is experiencing financial difficulty 
is made on the date of a modification. Because the effect of most modifications made to borrowers experiencing financial 
difficulty is already included in the allowance for credit losses because of the measurement methodologies used to estimate 
the allowance, a change to the allowance for credit losses is generally not recorded upon modification. In some cases, the 
Company will modify a certain loan by providing multiple types of concessions. Typically, one type of concession, such as 
a term extension, is granted initially. If the borrower continues to experience financial difficulty, another concession, such 
as principal forgiveness, may be granted. 

A substantial portion of the Company’s loans are collateralized by real estate in Central New York State, which is the 
Company’s primary lending market.  Accordingly, the ultimate collectibility of a substantial portion of the Company’s loan 
portfolio is particularly susceptible to changes in the economic conditions in Central New York.

Allowance for Credit Losses on Off-Balance Sheet Credit Exposures: The Company maintains a separate reserve for 
credit losses on off-balance sheet credit exposures, including unfunded loan commitments, which is included in other lia-
bilities on the consolidated balance sheet. The reserve for credit losses on off-balance sheet credit exposures is adjusted as a 
provision for credit losses in the consolidated statements of income. The estimate includes consideration of the likelihood 
that funding will occur and an estimate of expected credit losses on commitments expected to be funded over its estimated 
life, utilizing the same models and approaches for the Company’s other loan portfolio segments described above, as these 
unfunded commitments share similar risk characteristics as its loan portfolio segments. The Company has identified the un-
funded portion of certain lines of credit as unconditionally cancellable credit exposures, meaning the Company can cancel 
the unfunded commitment at any time. No credit loss estimate is reported for off-balance sheet credit exposures that are 
unconditionally cancellable by the Company or for undrawn amounts under such arrangements that may be drawn prior 
to the cancellation of the arrangement. 
Loans Held-for-Sale:  Loans held-for-sale are carried at the lower of cost or estimated market value in the aggregate.  Net 
unrealized losses are recognized through a valuation allowance by charges to income.  There were no loans held-for-sale as 
of December 31, 2025 or 2024.
Other Real Estate:  Real estate acquired in settlement of loans is recorded at fair value as determined by current appraisal less 
estimated costs to sell.  Write-downs from the unpaid loan balance to fair value which are required at the time of foreclosure 
are charged to the allowance for credit losses.  Adjustments to the carrying values of such properties that result from subse-
quent changes in value are charged to other expenses in the period in which the change occurred.  Operating costs associated 
with the properties are charged to expenses as incurred.  There was no other real estate owned at December 31, 2025 or 2024. 
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Bank Premises and Equipment:  Bank premises and equipment are stated at cost, less accumulated depreciation and amor-
tization.  Depreciation is calculated using the straight-line method over the estimated useful lives of the related assets (5 to 
40 years for building and 3 to 10 years for equipment).  Leasehold improvements are amortized on the straight-line method 
over the shorter of the estimated lives of the improvements or the lease term.
Advertising: The Company expenses costs associated with advertising as they are incurred.
Leases:  Lease right-of-use (“ROU”) assets and lease liabilities for operating leases are recognized at commencement date 
based on the present value of lease payments over the lease term, discounted using the Company’s incremental borrow-
ing rate. Operating lease ROU assets are recorded in Bank premises and equipment while operating lease liabilities are 
recorded in other liabilities. The Company has not entered into any finance leases.
Options to renew or terminate the lease are recognized as part of ROU assets and liabilities when it is reasonably certain 
the options will be exercised. The Company has lease agreements that contain both lease and non-lease components, such 
as maintenance costs, which are accounted for separately. Operating lease expense for fixed lease payments is recognized on 
a straight-line basis over the lease term. Variable payments for real estate taxes, insurance, maintenance and utilities, which 
are generally based on our pro rata share of the total property, are not included in the measurement of the ROU assets or 
lease liabilities and are expensed as incurred. In addition, the Company does not recognize ROU assets or lease liabilities for 
short-term leases with a term of 12 months or less, which are also expensed as incurred. 
Bank Owned Life Insurance:  The Company invests in bank owned life insurance (BOLI) as a source of funding for em-
ployee benefit expenses.  BOLI involves the purchasing of life insurance by the Company on a chosen group  of employees.  
The Company is the owner and co-beneficiary of the life insurance policies, and as such, the investment is carried at the cash 
surrender value of the underlying policies and the liability for the split-dollar arrangement is recorded in other liabilities.
Income Taxes:  Deferred tax assets and liabilities are recognized for the future tax consequences attributable to tempo-
rary differences between the financial statement carrying amounts of existing assets and liabilities and their respective tax 
bases, and for operating loss and tax credit carryforwards.  Deferred tax assets and liabilities are measured using enacted 
tax rates expected to apply to taxable income in the years in which temporary differences are expected to be recovered or 
settled and tax carryforwards are expected to be utilized.  The effect on deferred tax assets and liabilities of a change in tax 
rates is recognized in income in the period that includes the enactment date.
Benefit Plans:  The Company has a noncontributory defined benefit cash balance pension plan (the Plan).  Effective Jan-
uary 1, 2013, the Company amended the Plan limiting eligibility so that no employee hired on or after January 1, 2013 
shall become a participant of the Plan.  In order to measure the expense associated with the Plan, various assumptions are 
made including the discount rate used to value the benefit obligation, expected rate of return on Plan assets and anticipated 
mortality rates.  The assumptions are based on historical experience as well as current facts and circumstances.  A third-party 
actuarial firm is used to assist management in measuring the expense and liability associated with the Plan.  The Company 
uses a December 31st measurement date for the Plan.  As of the measurement date, plan assets are determined based on fair 
value, generally representing observable market prices. The Company’s funding policy is to annually contribute amounts 
determined by the Plan’s actuary which meet minimum regulatory funding requirements.  The Company’s pension cost is 
computed using the projected unit credit actuarial cost method.
The Company recognizes in its balance sheet an asset for the Plan’s overfunded status or a liability for the Plan’s underfunded 
status.  Changes in the overfunded or underfunded status are recognized in the year in which the changes occur as a com-
ponent of other comprehensive (loss) income, net of taxes.
The Company also offers a defined contribution 401(k) Employee Savings Plan for substantially all employees in which the 
Company matches a portion of the employee contributions.
Per Share Data:  Basic earnings per share is computed by dividing net income by the weighted average num-
ber of common shares outstanding during the year. The weighted average number of common shares outstanding  
was 2,535,202 in 2025 and 2024.
Comprehensive Income:  Comprehensive income represents net income, the net change in unrealized gains or losses on avail-
able-for-sale securities, net of taxes, for the year and the actuarial gain or loss and amortization of unrecognized amounts in the 
Company’s defined benefit pension plan, net of taxes, and is presented in the consolidated statements of comprehensive income.   
Trust Assets:  Assets held by the Company in fiduciary or agency capacities for its customers are not included in the 
accompanying consolidated balance sheets, since these assets are not assets of the Company.  Trust Department income is 
recognized when its obligation to the customer is satisfied.
Adoption of New Accounting Pronouncement: The Financial Accounting Standards Board (“FASB”) issued Accounting 
Standards Update No. 2023-09 (“ASU 2023-09”), Income Taxes (Topic 740): Improvements to Income Tax Disclosures, 
to enhance the transparency and decision usefulness of income tax disclosures. ASU 2023-09 amends accounting standards 
with improvements to income tax disclosures primarily related to the rate reconciliation and income taxes paid information. 
The Bank adopted ASU 2023-09 as of December 31, 2025 and it is reflected in the accompanying financial statements.
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Notes to Consolidated Financial Statements, continued

2.  Securities
Securities by major security type are as follows:

December 31, 2025

(In thousands)
Amortized 

Cost

Gross 
Unrealized 

Gains

Gross 
Unrealized 

Losses Fair Value

Available-for-sale:

U.S. Treasury Bonds  $   14,968  $           -  $     (756)  $   14,212 
U.S. Government sponsored agencies 115,636 47 (7,288) 108,395
State and political subdivisions  33,903  14  (2,271)  31,646 
Subordinated Debt 250 8 - 258
Corporate Bonds  50,287  90  (4,113)  46,264 
Mortgage-backed securities 167,058  353  (12,673) 154,738 
TOTAL AVAILABLE-FOR-SALE  $ 382,102 $      512  $  (27,101)  $ 355,513 

Held-to-maturity:

U.S. Government sponsored agencies  $        489 $            -  $        (19)  $        470 
State and political subdivisions  3,835 103  -  3,938 
TOTAL HELD-TO-MATURITY  $     4,324  $       103  $        (19)  $      4,408 

December 31, 2024

(In thousands)
Amortized 

Cost

Gross 
Unrealized 

Gains

Gross 
Unrealized 

Losses Fair Value

Available-for-sale:

U.S. Treasury Bonds  $   17,935  $           -  $    (1,517)  $   16,418 
U.S. Government sponsored agencies 133,599 22 (12,316) 121,305
State and political subdivisions  38,875 2  (3,747)  35,130 
Corporate Bonds  49,535   - (6,558)  42,977 
Mortgage-backed securities  165,107  40  (18,296)  146,851 
TOTAL AVAILABLE-FOR-SALE  $  405,051 $         64  $ (42,434)  $ 362,681 

Held-to-maturity:

U.S. Government sponsored agencies $        614  $           - $        (39) $        575 
State and political subdivisions  5,768  96 -  5,864 
TOTAL HELD-TO-MATURITY  $     6,382  $           96  $        (39)  $     6,439 

Reclassifications:  Certain amounts in the 2024 consolidated financial statements have been reclassified to conform to the 
current year presentation.
Subsequent Events:  The Company has evaluated subsequent events for potential recognition and/or disclosure through 
March 16, 2026, the date the consolidated financial statements were available to be issued. 
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Maturities of debt securities classified as available-for-sale and held-to-maturity are as follows:

December 31, 2025
(In thousands) Amortized Cost Fair Value
Available-for-sale:

Due in one year or less $      28,541  $      28,176 
Due after one year through five years  102,502  96,031 
Due after five years through ten years 37,519 34,340 
TOTAL  168,562 158,547 

Mortgage-backed securities and SBA pools  213,540  196,966 
TOTAL AVAILABLE-FOR-SALE $    382,102  $    355,513 

Held-to-maturity:

Due in one year or less    $        1,656 $         1,662
Due after one year through five years 859 871
Due after five years through ten years 640 691
Due after ten years 680 714
TOTAL 3,835 3,938
SBA pools 489 470
TOTAL HELD-TO-MATURITY $        4,324 $         4,408

Mortgage-backed securities and SBA pools are shown separately since they are not due at a single maturity date. SBA 
pools are classified in U.S. Government sponsored agencies. Gross realized losses on sales or calls of available-for-sale 
securities during 2025 and 2024 were $9 thousand and $372 thousand, respectively. 



36

The tables present debt securities available-for-sale in an unrealized loss position for which an allowance for credit losses has 
not been recorded:

Less than 12 months 12 months or more                 Total

(In thousands) Fair Value
Unrealized 

Loss Fair Value
Unrealized 

Loss Fair Value
Unrealized 

Loss
At December 31, 2025:
U.S. Treasury Bonds $             - $          - $  14,212 $      756 $     14,212 $      756
U.S. Government sponsored agencies 1,567   22 102,816 7,266  104,383  7,288 
State and political subdivisions  - -  29,340  2,271  29,340 2,271 
Corporate Bonds - -  43,202  4,113 43,202 4,113
Mortgage-backed securities 7,004  20 102,540  12,653  109,544  12,673 

 $     8,571  $       42  $ 292,110  $  27,059  $   300,681 $ 27,101

Less than 12 months 12 months or more                 Total

(In thousands) Fair Value
Unrealized 

Loss Fair Value
Unrealized 

Loss Fair Value
Unrealized 

Loss
At December 31, 2024:
U.S. Treasury Bonds   $            -  $           -  $   16,418   $  1,517  $   16,418  $   1,517 
U.S. Government sponsored agencies 5,472 26 112,513 12,290 117,985 12,316
State and political subdivisions  2,046   21  32,108  3,726 34,154  3,747 
Corporate Bonds 974 13    41,028   6,545 42,002 6,558
Mortgage-backed securities  43,667  801  95,540 17,495 139,207  18,296 

 $   52,159    $      861  $  297,607  $ 41,573  $  349,766  $ 42,434 

Notes to Consolidated Financial Statements, continued

Unrealized losses on corporate bonds have not been recognized into income because the issuers’ bonds are of high credit 
quality, management does not intend to sell, and it is likely that management will not be required to sell the securities 
prior to their anticipated recovery, and the decline in fair value is largely due to changes in interest rates and other market 
conditions.  The issuers continue to make timely principal and interest payments on the bonds.  The fair value is expected 
to recover as the bonds approach maturity.

There were no debt securities held-to-maturity in nonaccrual or past due over 90 days still on accrual by major security 
type as of December 31, 2025 or 2024.

As the Company’s held-to-maturity debt securities are comprised of general obligation bonds issued by U.S. Government 
Sponsored Agencies and New York State Municipalities, management has determined there was a zero-nonpayment cred-
it risk at December 31, 2025 and 2024 and therefore, no allowance for credit losses was recorded during the years-ended 
2025 or 2024.

At December 31, 2025, there were 8 and 397 available-for-sale securities in an unrealized loss position less than 12 
months and greater than 12 months, respectively. At December 31, 2024, there were 45 and 409 securities in an unreal-
ized loss position less than 12 months and greater than 12 months, respectively.
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3. Loans
The loan portfolio is summarized as follows:

December 31,
(In thousands) 2025 2024
Residential real estate $  341,148 $ 323,508
Commercial real estate 220,312 215,021
Commercial  91,397  81,131
Consumer 86,807 95,592
All other loans 3,631 3,326
TOTAL LOANS $  743,295 $ 718,578

Net unamortized loan origination costs totaled $2.8 million at December 31, 2025 and $2.9 million at December 31, 
2024, and are included with their related loan class.

Unrealized losses on investment securities result from the amortized cost basis of the security being higher than its current 
fair value.  Unrealized losses generally occur because of changes in interest rates since the time of purchase, or because 
the credit quality of the issuer has deteriorated.  The unrealized loss for these investments for 2025 and 2024 was directly 
related to changes in market interest rates.  The unrealized loss positions are unrelated to credit based on the direct rela-
tionship of the declines in fair value to movements in interest rates. U.S. Government or government-sponsored enter-
prises, including securities issued by the Treasury, GNMA, FNMA, FHLB, FFCB, FHLMC and the SBA are considered 
to have no credit risk as there are either explicit or implicit guarantees as to the payment of the contractual principal 
and interest. State and political subdivisions (municipal bonds) are general obligation bonds to municipalities located 
in New York State. Corporate bonds are issued by companies registered with the Securities & Exchange Commission. 
For both municipal and corporate bonds, the Company performs annual credit reviews and obtains broker information. 
These securities are subject to pre-purchase prudent safe and sound and investment grade assessments, in addition to 
minimum investment grade ratings by the credit rating agencies (i.e., S&P and Moody’s). These securities are heavily 
monitored by the Company and any unrealized losses reflected in this category are attributable to the changes in the 
interest rate environment.

The fair value of investment securities pledged to secure municipal deposits amounted to $182.4 million at December 
31, 2025 and $195.8 million at December 31, 2024. The Bank also had $22.5 million in securities pledged, at par 
value, to the FRB to secure borrowings through the Bank Term Funding Program (BTFP) at December 31, 2024 and 
$6.6 million and $6.3 million in securities pledged, at fair value, to the FRB for the Borrower-in-Custody Program at 
December 31, 2025 and 2024, respectively.  There were no securities pledged through the BTFP at December 31, 2025. 
See Note 6 for further discussion on Borrowings.

Included in other assets are restricted equity securities, which include non-marketable Federal Home Loan Bank 
of New York (FHLB) stock and non-marketable Federal Reserve Bank (FRB) stock, both of which are required to 
be held for regulatory purposes and for borrowing availability. The required level of FHLB stock is based on the 
amount of FHLB borrowings and is pledged to secure those borrowings. Holdings of FHLB stock and FRB stock  
totaled $1.5 million and $686 thousand, respectively, at December 31, 2025, and $2.2 million and $686 thousand, 
respectively, at December 31, 2024. These securities are carried at par, which is also cost, and are periodically reviewed 
for impairment based on ultimate recovery of par value. 
The Company recorded a $1.5 million gain on the sale of equity securities during 2024. There were no sales of equity 
securities during 2025.



At December 31, 2025:

Commercial 
Real Estate Commercial

Residential Real 
Estate Consumer

All Other 
Loans Total

Allowance for credit losses                           

Beginning balance  $    3,120 $    1,167 $   2,511 $   1,239 $       47 $8,084

Provisions for credit losses (35) 100 196 (277) 19 3 
Loans charged-off - (11) - (130) (47) (188)
Recoveries of loans previously 
charged-off  22 6 6 33 17 84
Balance end of year  $    3,107                $    1,262   $   2,713  $      865     $       36  $7,983

At December 31, 2024:

Commercial 
Real Estate Commercial

Residential Real 
Estate Consumer

All Other 
Loans Total

Allowance for credit losses                           

Beginning balance  $    2,913 $    1,083 $   2,389 $   1,592 $       47 $8,024
Provisions for credit losses 199 90 119 (355) (13) 40 
Loans charged-off - (9) - (22) (9) (40)
Recoveries of loans previously 
charged-off  8 3 3 24 22 60
Balance end of year  $    3,120                $    1,167   $   2,511  $   1,239     $       47  $8,084
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The following tables present the activity in the allowance for credit losses by portfolio segment:

(In thousands)

(In thousands)

In monitoring the credit quality of the portfolio, management applies a credit quality indicator to substantially all 
commercial and commercial real estate loans.  These quality indicators range from pass through doubtful.  The ratings 
are used as inputs to the calculation for the allowance for credit loss.  Loans which are rated pass are generally allocated a 
lesser percentage in the allowance for credit losses than loans rated special mention through doubtful. Unrated loans are 
allocated a percentage of the allowance for credit losses on a pooled basis.
Loans rated Pass:  A loan rated Pass will range from borrowers who exhibit superior financial strength characterized by 
a substantially risk-free profile with unquestioned credit strength and superior repayment sources to borrowers with an 
above average risk profile due to potential financial weakness or uncertainties.  Although the borrowers in the lower end 
of the range are considered a Pass credit, these borrowers may warrant a higher level of monitoring by the Company.
Loans rated Special Mention:  A loan rated Special Mention will exhibit potential weaknesses but default will not 
be considered imminent.  If left uncorrected, the potential weaknesses may result in deterioration of the repayment 
prospects for the loan or in the Company’s credit position at some future date.  Special Mention borrowers are not 
adversely classified and do not expose the Company to sufficient risk to warrant adverse classification.
Loans rated Substandard:  A loan rated Substandard exhibits definite weaknesses and a potential for loss.  A loan rated 
Substandard is inadequately protected by the current sound worth and paying capacity of the borrower or the collateral.  
Loans so classified must have a well defined weakness that jeopardizes the collection of the debt.  Loans so classified are 
characterized by the distinct possibility that the Company will sustain some loss if corrective action is not taken and if 
the deficiencies are not corrected.
Loans rated Doubtful:  A loan classified as Doubtful has all weaknesses inherent in one classified Substandard with the added 
characteristics that the weaknesses make collection or liquidation in full, on the basis of current existing facts, conditions  
and values, highly questionable and improbable.  There were no loans rated Doubtful at December 31, 2025 or 2024.

Consumer loans, consisting of residential mortgages, consumer, and other loans, are not subject to the same risk ratings 
specified on above. Consumer credit is categorized by performing and non-performing loan types.  Non-performing 
loans consist of nonaccrual loans and loans ninety days past due and accruing.
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The following table presents loans to customers, based on year of origination, within each credit quality indicator at 
December 31, 2025:

(In thousands)			 

Commercial loans:	
    Pass
    Special Mention
    Substandard 

Current period gross write-offs
Current period recoveries
Current period net write-offs 

Commercial Real Estate loans:
    Pass
    Special Mention
    Substandard 
    Non-Performing

Current period gross write-offs
Current period recoveries
Current period net write-offs

Current period gross write-offs
Current period recoveries
Current period net write-offs

Other loans:
Performing
Non-Performing

Current period gross write-offs
Current period recoveries
Current period net write-offs 

Consumer loans:
    Performing
    Non-Performing

Residential mortgage loans:
    Performing
    Non-Performing

Current period gross write-offs
Current period recoveries
Current period net write-offs

2025

$   32,093
           298                 

-
$   32,391

$            - 
               -
$             -

$  15,790
              - 
              -   
              -
$  15,790

 $            -
               -
 $            -

 $       (13)
               -
 $       (13)

 $       234
               -
 $       234

 $           -
              -
 $           -

$  29,455
               -

$ 29,455

$   47,237
              -
$   47,237

 $            -
               -
 $            -

2024

$  18,177
          98                

-
$  18,275

 $          - 
             -
 $          -

$  22,958
             -  
             -  
             -

$ 22,958

 $           -
              -
 $           -

 $      (30)
             -
 $      (30)

 $        87
              -
 $        87

 $        (3)
               -
 $        (3)

$  23,703
               -
$  23,703

$  39,946
              -
$  39,946

 $           -
              -
 $           -

2023

$  11,173
             8
             -
$  11,181

$           -
             -
$           -

$  25,332
      4,274 
              -   
             -
$  29,606

$           -
             -
$           -

$       (72)
              -
$       (72)

$         77
             -
$         77

$        (9)
            1
$         (8)

$  18,718
              -
$  18,718

$  32,100
           -

$  32,100

$           -
             -
$           -

2022

$  11,117
            -
           30
$  11,147

$       (11)
             -
$       (11)

$  45,769
            - 
             -   
            -
$  45,769

$           -
             -
$           -

$        (4)
            2
$        (2)

$         84
              -
$         84

$           -
             -
$           -

$  11,609
             -
$  11,609

$  29,098
          -

$  29,098

$           -
             -
$           -

2021

$   3,666
           -
        239
$   3,905

$          -
            -
$          -

$ 35,018
             - 
         305  
             -
$ 35,323

$          -
            -
$          -

$          -
            -
$          -

$      163
            -
$      163

$        (3)
            -
$        (3)

     1,719
             -
$   1,719

$ 52,030
        203
$ 52,233

$          -
           3 
$         3

Total

$   89,278
         675         

1,444
$   91,397

$        (11)
             6
$         (5)

$ 213,260
       5,568 
       1,425
            59
$ 220,312

$           -
            22
$          22

$      (130)
           33
$        (97) 

$     3,630
              1
$     3,631

$        (47)
           17
$       (30)

$  86,807
             -
$  86,807

$ 340,651
        497

$ 341,148

$            -
              6
$            6

Prior

$   13,052
          271
       1,175
$   14,498

$          -
             6
$          6

$   68,393
       1,294 
       1,120
            59
$   70,866

$            -
            22
$          22

$        (11)
            31
$          20 

$     2,985
              1
$     2,986

$        (32)
           16
$        (16)

$     1,603
              -
$     1,603

$ 140,240
        294

$ 140,534

$            -
              3
$            3
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Notes to Consolidated Financial Statements, continued

The following table presents loans to customers, based on year of origination, within each credit quality indicator at 
December 31, 2024:

(In thousands)			    
2023

$     14,986
               -
               -
$     14,986

$             -
               -
$             -

$     29,709
               - 
               -
$     29,709

$            -
              -
$            -

2024

$     25,238
            101                 

-
$     25,339

$             -
               -
$             -

$     17,088
     579 

                -
$     17,667

$            -
              -
$            -

2022

$    15,124
             14
             63
$    15,201

$           -
             -
$           -

$    44,706
        2,964
             -
$    47,670

$           -
             -
$           -

2021

$       7,067
              -
            151
$       7,218

$            -
              -
$            -

$     38,331
              -
            349
$     38,680

$            -
              -
$            -

Prior

$     18,191
              -
            196
$     18,387

$           (9)
               3
$           (6)

$     77,119
         2,910
         1,266
$     81,295

$             -
               8
$             8

Total

$     80,606
            115          

410
$     81,131

$           (9)
               3
$           (6)

$   206,953
         6,453
         1,615
$   215,021

$             -
               8
$             8

Commercial loans:	
    Pass
    Special Mention
    Substandard 

Current period gross write-offs
Current period recoveries
Current period net write-offs 

Commercial Real Estate loans:
    Pass
    Special Mention
    Substandard

Current period gross write-offs
Current period recoveries
Current period net write-off

Current period gross write-offs
Current period recoveries
Current period net write-offs

Other loans:
Performing
Non-Performing

Current period gross write-offs
Current period recoveries
Current period net write-offs 

Consumer loans:
    Performing
    Non-Performing

Residential mortgage loans:
    Performing
    Non-Performing

Current period gross write-offs
Current period recoveries
Current period net write-offs

$             -
               -
$             -

$            74
               -
$            74

$             -
               -
$             -

$           (8)              
2

$           (6)

$            76
              -
$            76

$            -
               1
$             1

$         (12)
              -
$         (12)

$            68
              -
$            68

$             -
               1
$             1

$            -
              -
$            -

$          180
                1
$          181

$            -
              -
$            -

$          (22)
             24
$             2 

$       3,325
                1
$       3,326

$            (9)
             22
$           13

$            (2)
             22
$           20 

$       2,927
              -
$       2,927

$            (9)
             20
$            11

$     35,773
               -
$     35,773

$     31,026
               -
$     31,026

$     20,734
                4
$     20,738

$       4,348
              -
$       4,348

$     95,588
                4
$     95,592

$       3,707
                -
$       3,707

$     39,227
            -

$     39,227

$             -
               -
$             -

$     33,312
            241
$     33,553

$            -
              -
$            -

$     32,930
           -

$     32,930

$            -
              -
$            -

$     57,512
            203
$     57,715

$            -
              -
$            -

$   322,826
            682
$   323,508

$             -
                3
$              3

$   159,845
            238
$   160,083

$             -
                3
$              3
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Notes to Consolidated Financial Statements, continued

Amortized cost
	 Nonaccrual loans 
	 without related allowance	 Recognized
(In thousands)	 Nonaccrual loans	 for credit losses	 interest income

At December 31, 2025:	  	  	  	  	  
Residential RE	 $               497	 $               295	 $              19
Commercial RE	                  59	                  59	                 3
Commercial	                  30	                  30	                 4
Total	 $               586	 $               384	 $              26

Amortized cost
	 Nonaccrual loans 
	 without related allowance	 Recognized
(In thousands)	 Nonaccrual loans	 for credit losses	 interest income

At December 31, 2024: 	  	  	  	  
Residential RE	 $               682	 $               479	 $              35

Total	 $               682	 $               479	 $              35

The following tables provide loans on nonaccrual status as of December 31, 2025 and 2024. Nonaccrual loans may have 
an allowance for credit losses or a negative allowance for credit losses from expected recoveries of amounts previously 
written off. Nonaccrual loans may not have an allowance for credit losses if the loss expectations are zero given collateral 
fair value in excess of carrying value as per the collateral-dependent practical expedient discussed below. 

(In thousands)

30-59 
Days Past 

Due

60-89 
Days Past 

Due
>90 Days 
Past Due

Total Past 
Due Current

Total 
Loans

Loans
>90 &  

Accruing1

Loans on 
Non-

Accrual 
Status

At December 31, 2025:
Residential RE  $  1,244  $   351   $        - $   1,595 $339,553 $341,148 $          -  $    497 
Commercial RE 192 -           - 192 220,120 220,312 - 59 
Commercial 257  -          - 257 91,140 91,397  - 30 
Consumer 283 2 - 285 86,522 86,807 -  - 
Other 7 4         1 12 3,619 3,631 1 - 
Total  $  1,983 $   357   $       1 $   2,341 $740,954 $743,295 $        1 $    586 

(In thousands)

30-59 
Days Past 

Due

60-89 
Days Past 

Due
>90 Days 
Past Due

Total Past 
Due Current

Total 
Loans

Loans  
>90 &

Accruing1

Loans on 
Non-

Accrual 
Status

At December 31, 2024: 
Residential RE  $  1,703  $    131  $       - $   1,834 $321,674 $323,508 $        - $    682 
Commercial RE   199 - - 199 214,822 215,021 - - 
Commercial 52 35 - 87 81,044 81,131    - -
Consumer 163 - 4 167 95,425  95,592 4  - 
Other 35    - 1 36 3,290 3,326     1     - 
Total  $  2,152  $    166   $       5          $   2,323 $716,255 $718,578 $        5 $    682 

Interest foregone due to non-accruing loans approximated $13 thousand in 2025 and $12 thousand in 2024.
(1) Certain loans 90 days or more past due are still accruing because they are well secured and in process of collection.

The performance and credit quality of the loan portfolio is also monitored by analyzing the age of the loans receivable 
as determined by the length of time a recorded payment is past due. The following table presents the classes of the loan 
portfolio summarized by the past due status:



(In thousands) 	 Amortized cost	 Collateral type	

December 31, 2025:

Real estate:	  	  	  	  

    Residential 1-4 family	 $              497	 Residential real estate property
Commercial: 

    Commercial real estate	 $                59	 Commercial real estate property

    Commercial 	 $                30	 All accounts receivable, inventory, 	
		  equipment, furniture & fixtures

(In thousands) 	 Amortized cost	 Collateral type	

December 31, 2024:

Real estate:	  	  	  	  

    Residential 1-4 family	 $              682	 Residential real estate property

	

A loan is considered collateral-dependent when the borrower is experiencing financial difficulty and repayment of  
the loan is expected to be provided substantially through the operation or sale of the collateral. Loans considered  
collateral-dependent were as follows:
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Notes to Consolidated Financial Statements, continued

Directors and executive officers of the Company and their affiliated companies were customers of, and had other  
transactions with, the Company in the ordinary course of business during 2025 and 2024. All deposits, loans,  
and commitments included in such transactions were made on substantially the same terms, including interest  
rates and collateral, as those prevailing at the time for comparable transactions with other unrelated persons and  
did not involve more than normal risk of collectibility or present other unfavorable features. The balances of such  
loans included in total loans were $554 thousand at December 31, 2025 and $726 thousand at December 31, 2024.  
During 2025, there were no new loans made to such related parties, and repayments amounted to $172 thousand.

Loans serviced for others were approximately $45.9 million and $41.9 million at December 31, 2025 and 2024, 
respectively. Related servicing assets, net of amortization, were $94 thousand at December 31, 2025 and $51 thousand 
at December 31, 2024. 

There were $203 thousand of residential real estate loans in the process of foreclosure at both December 31, 2025  
and 2024.
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Right-of-use assets:	
Operating leases	 Bank premises and equipment, net

Lease liabilities:
Operating leases	 Other liabilities

Supplemental Lease Information
Operating cash flows paid for operating leases
Right-of-use assets obtained in exchange for operating lease obligations
Operating lease weighted average remaining lease term
Operating lease weighted average discount rate

Balance Sheet Classification
December 31,

2024

$      1,350

$      1,370

$         373
$              -

5.1 Years 
3.30%

2025

$      2,557

$      2,577

$         409 
$      1,517

6.0 Years
3.65%

4. Bank Premises & Equipment
A summary of bank premises and equipment is as follows: 

Land
Building and leasehold improvements
Equipment  
Right-of-use assets
Construction in progress

Less accumulated depreciation and amortization
TOTAL BANK PREMISES AND EQUIPMENT, NET

(In thousands)
December 31,

20242025
$     3,162

11,282
17,281 
1,350

195
33,270
(21,944)

$   11,326

$     3,162
11,319
17,781 

2,557 
1,595

36,414
(22,836)

$   13,578

The undiscounted cash flows of the operating lease liabilities are as follows: 

2026
2027
2028
2029
2030
Thereafter
Total undiscounted cash flows
Less: net present value adjustments
LEASE LIABILITIES

(In thousands)

(In thousands)

$              482
482
440
401
283
843

          2,931
(354)

$          2,577

Notes to Consolidated Financial Statements, continued

Total depreciation and amortization expense was $892 thousand and $835 thousand for the years ended December 31, 2025 and 
2024, respectively. 
The Company enters into leases in the normal course of business primarily for banking offices. The Company’s leases have re-
maining terms ranging from less than one year to 10 years, some of which include renewal or termination options to extend the 
lease for up to 30 years. All options to renew are included in the current lease term when the Company believes it is reasonably 
certain that the renewal options will be exercised. The Company’s leases do not include residual value guarantees or covenants.
Leases are classified as operating leases at the lease commencement date. Lease expense for operating leases is recognized 
on a straight-line basis over the lease term. Operating lease costs were $391 thousand and $375 thousand for 2025 and 
2024, respectively. Variable lease payments were $36 thousand and $35 thousand for 2025 and 2024, respectively.
Right-of-use assets represent the Company’s right to use an underlying asset for the lease term and lease liabilities repre-
sent the Company’s obligation to make lease payments arising from the lease. Right-of-use assets and lease liabilities are 
recognized at the lease commencement date based on the estimated present value of lease payments over the lease term.  
For any new leases, the Company will use its incremental borrowing rate on the lease commencement date. The Com-
pany’s incremental borrowing rate is based on the FHLB advance rate, adjusted for the lease term and other factors. The 
Company entered into one new lease agreement during the year ended December 31, 2025 for its East Syracuse Branch.

Right-of-use assets and lease liabilities, and the associated balance sheet classifications, are as follows:

December 31, 2025
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6. Borrowings/Lines of Credit
The Company had $15.5 million in borrowings as of December 31, 2025 and $44.7 million in borrowings as of 
December 31, 2024.  Borrowings consist of advances from the Federal Home Loan Bank of New York (FHLB) and 
the Federal Reserve Bank of New York (FRB).  

The following table sets forth the contractual maturities of borrowings with the FHLB and FRB as of December 31:

(In thousands)
Advance 

Date
Maturity

 Date Rate 2025 2024
10/12/23 10/13/26 5.16%  $            620   $     620 
12/12/23 12/14/26 4.73%  1,030  1,030 
12/27/23 12/29/25 4.53% - 70
1/16/24 1/15/25 4.76% - 13,200
3/26/24 3/26/27 4.66% 650 650
4/03/24 4/05/27 4.76% 270 270
6/26/24 6/28/27 4.76% 843 843
7/25/24 1/27/25 5.34% - 10,000
7/25/24 4/25/25 5.18% - 10,000
7/25/24 7/25/25 5.09% - 6,000

10/04/24 10/04/27 4.06% 2,053 2,053
6/12/25 6/12/28 4.03% 1,306 -
7/28/25 1/28/26 4.45% 3,000 -
8/29/25 8/29/28 3.75% 748 -
9/25/25 2/25/26 4.05% 5,000 -

$   15,520 $    44,736TOTAL

Notes to Consolidated Financial Statements, continued

5. Deposits
Contractual maturities of time deposits were as follows: 

Under 1 year
1-3 years
3-5 years
TOTAL CONTRACTUAL MATURITIES OF TIME DEPOSITS

(In thousands)
$      294,049

24,553
4,604

$      323,206

Borrowings at the FHLB are secured by mortgage loans with a carrying amount of $319.5 million and $334.1 million 
at December 31, 2025 and 2024, respectively, and the Company’s investment in FHLB stock. As of December 31, 2025 
and 2024, $222.6 million and $216.6 million, respectively, was available for borrowings. Of this amount, $15.5 million 
and $31.5 million were outstanding at December 31, 2025 and 2024, respectively. In 2023, the FHLB launched a new 
0% Development Advance (ZDA) Program that provided members with subsidized funding in the form of interest rate 
credits to assist in originating loans or purchasing loans/investments that meet its eligibility criteria. FHLB members 
could request to reserve interest rate credits up to $250,000, which the Company was successfully granted during the 
year. Borrowings through this program were also secured by the same mortgage loans. The ZDA Program was renewed  
in 2025 and 2024. Borrowings outstanding through the ZDA program were $7.5 million and $5.5 million at  

Deposits from directors and executive officers of the Company at December 31, 2025 and 2024 were $5.3 million and 
$4.6 million, respectively.

December 31, 2025
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7. Income Tax
Income tax expense (benefit) attributable to income before income taxes consists of:

Federal
State
TOTAL INCOME TAX EXPENSE

Federal 
State
TOTAL INCOME TAX EXPENSE (BENEFIT)

(In thousands)

Year ended December 31, 2025:

Current Deferred Total

$       844
179

$    1,023

$       968
131

$    1,099

$       100
(84)

$          16

$       180
(212)

$        (32)

$        944
95

$     1,039

$     1,148
(81)

$     1,067

Notes to Consolidated Financial Statements, continued

2026
2027
2028
TOTAL

	$        9,650	  3.48%
          3,816	   0.00%1

          2,054	   0.00%1

$      15,520	   2.16%

(In thousands)
	 Contractual	 Weighted
	 Maturity	 Average  Rate

The following table sets forth the contractual maturities of all FHLB borrowings at December 31, 2025:

1 FHLB Advances through the ZDA Program are effectively at a 0.00% rate due to interest expense credits received.

Year ended December 31, 2024:

December 31, 2025 and 2024, respectively. Borrowings outstanding through the FHLB’s traditional advance program 
were $8.0 million and $26.0 million at December 31, 2025 and 2024, respectively. 

Borrowings through the discount window program at the Federal Reserve Bank of New York are secured by mortgage 
loans and investment securities with a carrying amount of $42.5 million and $22.8 million at December 31, 2025 and 
2024, respectively, and $33.4 million and $17.4 million were available for borrowing at December 31, 2025 and 2024, 
respectively. There were no outstanding borrowings on these lines at December 31, 2025 or 2024. In 2023, a new bor-
rowing facility was created by the Fed, known as the Bank Term Funding Program (BTFP). In response to the events 
surrounding large bank failures in March of 2023, the Fed deployed the BTFP to provide financial institutions with easily 
accessible liquidity. Banks could pledge certain investment securities (U.S. Treasuries, agency debt and mortgage-backed 
securities, and other qualifying assets) as collateral and could borrow up to one hundred percent of their par value for a 
term of one-year at a rate specific to the program. Borrowings through the BTFP were secured by investment securities 
with a carrying amount of $22.5 million at December 31, 2024. Of this amount, $13.2 million was outstanding at De-
cember 31, 2024. The final BTFP advance matured January 15, 2025. The Company also had an unused unsecured line 
of credit with another correspondent bank totaling $8.0 million at both December 31, 2025 and 2024, with approximate 
terms of the current federal funds rate plus 0.25%.
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State taxes were made up entirely of taxes paid to New York State in both 2025 and 2024.

In 2024, the Company filed for the Employee Retention Credit (ERC). The ERC is a refundable payroll tax cred-
it for certain eligible businesses impacted by mandated governmental shutdowns or partial shutdowns related to the 
COVID-19 pandemic, who continued to pay their employees during that period. As a result of the filing, during 2024 
the Company recorded an $851 thousand receivable for the ERC, which was recognized in other income in 2024, and a 
$179 thousand taxes payable liability and corresponding tax expense for the anticipated taxes, for a net impact of $672 
thousand. The Company received the ERC refund in 2025, as well as an additional $144 thousand in interest received, 
partially offset by interest paid of $39 thousand.

Notes to Consolidated Financial Statements, continued

The tax effects of temporary differences that give rise to significant portions of the deferred tax assets and deferred tax 
liabilities are as follows:

Deferred tax assets:
     Unrealized net losses on securities
     Financial statement allowance for credit losses
     State net operating loss
     Deferred compensation
     Nonaccrual interest
     Other
TOTAL GROSS DEFERRED TAX ASSETS

Deferred tax liabilities:
     Pension
     Bank premises and equipment
     Other
TOTAL GROSS DEFERRED TAX LIABILITIES
NET DEFERRED TAX ASSETS, INCLUDED  
IN OTHER ASSETS

(In thousands)
December 31,

2025

$     6,948
2,197

334
223

6
30

9,738

991
625
741

2,357

$     7,381

2024

$    11,075
2,178

245
199

6
43

13,746

895
659
562

2,116

$    11,630

US Federal Statutory Tax Rate 
State and Local Income Taxes

Nontaxable or Nondeductible items:
     Tax-exempt interest income
     Increase in value of BOLI
     Other permanent differences

EFFECTIVE TAX RATE

  21.0%
1.1%

(3.0%)
(1.3%)
(2.5%)  

15.3%

   21.0%
(1.2%)

(3.9%)
(1.6%)
4.7%

19.0%

$    1,426
74

(207)
(90)

(164)  

$    1,039

$    1,178
(64)

(220)
(89)
262  

$    1,067

Income tax expense attributable to income before income taxes for the years ended December 31, 2025 and 2024 differed 
from amounts computed by applying the U.S. Federal income tax rate of 21 percent to income before income taxes as 
a result of the following:

December 31,
(In thousands, except percentages) 2025 2024

(In thousands) 2025 2024

Income taxes paid were as follows for the years ended:

Federal		  $      1,013	 $      1,029
State		             22	            95

TOTAL		  $      1,035	 $      1,124
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8. Comprehensive Income

Notes to Consolidated Financial Statements, continued

The amounts of income tax expense allocated to each component of other comprehensive income are as follows:

            December 31,                
(In thousands) 2025 2024
Unrealized gains on securities available-for-sale  $        4,114  $          503
Reclassification adjustments for losses 
    included in net income  3 97
Net unrealized gains 4,117 600
Amortization of net unrealized losses on securities

transferred from available-for-sale  - 1
Net unrealized gains on securities held-to-maturity  - 1 
Defined benefit pension plan:

Net gains arising during the period 105 235
Amortization of net losses recognized in
net pension expense  -     27

Defined benefit pension plan, net  105              262
 $        4,222  $          863

Reclassifications out of accumulated other comprehensive loss are as follows:

Amount reclassified from 
accumulated other 
comprehensive loss

Affected line item in 
the statement where net 

income is presented

          December 31,
(In thousands) 2025 2024

Unrealized losses on securities  
available-for-sale (before tax)  $          (9)  $      (372) 

Net loss on sale and  
call of available-for- 
sale securities

Tax benefit  3 97 Income taxes
Net of tax (6)  (275) 

Amortization of net losses in net pension
expense (before tax) - (105)

  Salaries and employee
  benefits

Tax benefit  -  27 Income taxes
Net of tax - (78) 

  

Total reclassifications for the year, net of tax	 $            (6)	 $       (353)

The realization of deferred tax assets is dependent upon the generation of future taxable income. A valuation 
allowance is provided when it is more likely than not that some portion of the deferred tax assets will not be realized.  
In assessing the need for a valuation allowance, management considers the scheduled reversal of the deferred tax liabilities, 
the level of historical taxable income and projected future taxable income over the periods in which the temporary 
differences comprising the deferred tax assets will be deductible. Based on its assessment, management determined that 
no valuation allowance was necessary for 2025 or 2024.

The Company is currently open to audit by the Internal Revenue Service and New York State for the years ending  
December 31, 2023 through 2025.  The Company recognizes interest and penalties, if any, assessed by the taxing agencies 
in other expenses. Interest and penalties were not significant in 2025 or 2024, other than the ERC interest noted above.
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Notes to Consolidated Financial Statements, continued

The balances and changes in the components of accumulated other comprehensive income (loss), net of tax are as follows:

(In thousands)

Unrealized 
Gains (Losses) 
on Securities 
Available-for- 

Sale

Unrealized 
Gains (Losses) 
on Securities 

Held-to-
Maturity

Defined Benefit 
Pension Plan

Accumulated  
Other Comprehensive  

Income (Loss)
Accumulated other comprehensive 
loss as of January 1, 2024  $     (33,011)  $         (10)  $     (1,061)  $     (34,082)
Other comprehensive income  
before reclassification  1,420    1  662  2,083
Amounts reclassified from accumulated 
other comprehensive loss 275 - 78  353 
Accumulated other comprehensive  
loss as of December 31, 2024 (31,316)  (9)  (321) (31,646)

Other comprehensive income  
 before reclassification  11,658 1  295 11,954
Amounts reclassified from accumulated 
other comprehensive loss 6 - - 6 
Accumulated other comprehensive 
loss as of December 31, 2025  $     (19,652)  $            (8)  $          (26)   $     (19,686) 
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The accumulated benefit obligation was $7.2 million at December 31, 2025 and $6.8 million at December 31, 2024.

Components of Net Periodic (Benefit) Cost and Other Amounts Recognized in Other Comprehensive Loss:

Net Periodic Benefit Cost
    Service cost
    Interest cost
    Expected return on plan assets
    Net amortization and deferral
    Net periodic pension cost

    Net gain
    Total recognized in other comprehensive loss
TOTAL RECOGNIZED IN NET PERIODIC BENEFIT
AND OTHER COMPREHENSIVE LOSS

(In thousands)
December 31,

2025

$           166
417           

(550)
-

33

(400)
(400)

$         (367)

2024

$        180
418           
(527)
105
176

(1,002)
             (1,002)

$       (826)

9. Benefit Plans
Obligations and Funded Status:

The following table sets forth the Plan’s change in benefit obligation, change in plan assets, and funded status and 
amounts recognized in the Company’s consolidated balance sheets using the most recent actuarial data measured 
as follows:

Change in Benefit Obligation
    Benefit obligation at beginning of year
    Service cost
    Interest cost
    Actuarial (loss) gain
    Benefits paid
Benefit obligation at end of year

Change in Plan Assets
    Fair value of assets at beginning of year
    Actual return on plan assets
    Benefits paid
Fair value of assets at end of year

FUNDED STATUS AT END OF YEAR, INCLUDED IN OTHER ASSETS 

Amounts recognized in accumulated other comprehensive loss
    Unrecognized net actuarial loss

TOTAL

(In thousands)
December 31,

2025

$      (6,805)
(166)
(417)
(166)
323

(7,231)

10,230
1,116
(323)

11,023
$        3,792

$           (67)

$           (67)

2024

$    (7,201)
(179)
(418)
480
513

(6,805)

9,801
942

(513)
10,230

$     3,425 

$       (467)

$       (467)

Notes to Consolidated Financial Statements, continued

Other Changes in Plan Assets and Benefit Obligations 
  Recognized in Other Comprehensive Loss
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The projected benefit obligation was determined using an assumed weighted average discount rate of 6.18% in 2025 and 
6.35% in 2024.  The projected net periodic pension cost was determined using an assumed weighted average discount 
rate of 6.35% in 2025 and 6.00% in 2024.  The Company utilized an expected overall weighted average long-term rate 
of return on plan assets of 5.50% in 2025 and 2024.  Historical and future expected returns of multiple asset classes were 
analyzed to develop a risk-free real rate of return and risk premiums for each asset class.  The overall rate for each asset 
class was developed by combining a long-term inflation component, the risk-free real rate of return, and the associated 
risk premium.  A weighted average rate was developed based on those overall rates and the target asset allocation of the 
plan.  The weighted average assumed rate of compensation increase was 3.00% in 2025 and 2024.

The 2025 mortality tables used were the sex-distinct Amount-Weighted White Collar Pri-2012 mortality tables for 
employees and healthy annuitants adjusted for mortality improvements with the scale MP-2021 mortality improvement 
scale on a generational basis. This assumption was based on a review of published mortality tables and the demographics 
and industry of the plan.

The 2025 mortality table used to convert annuities to equivalent lump sum amounts and to annuitize cash balance  
accounts was updated to the applicable mortality table for the determination of present values under IRC Section 417(e)
(3). This table is currently a 50/50 blend of male and female rates from the 2025 sex distinct optional combined mortality 
tables, as prescribed under IRC Section 430. 

The Company has an investment strategy to create balance between income and growth for the defined benefit plan with 
modest asset risk. The target investment allocations are fixed income securities 45% - 51%, equity securities 44% - 53%,  
and cash and cash equivalents 2%-5%. Variances to policy are acceptable if approved by the Plan Trustees.  
The Company’s common stock is included in the equity securities class with a maximum limit of 10% of the  
portfolio. The Plan assets include 12,928 and 10,834 shares of the Company’s common stock at December 31, 2025 and 
2024, respectively.

Notes to Consolidated Financial Statements, continued
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Cash and cash equivalents
Certificates of deposit
Equity securities:
    Large cap
    Mid cap
    Small cap
Fixed income securities:
    Corporate bonds
    Mutual funds
TOTAL

(In thousands) 2025
$           283

933

3,681
1,534

374

2,035
2,183

$     11,023

Level 1
$          283

- 

3,681
1,534

374

-
2,183

$    8,055

Level 2
$            -

933

-
-
-

2,035
-

$    2,968

$            -
784

-
-
-

2,096
-

$    2,880

Level 3
$             -

-

-
-
-

           -
-

$            -

Fair Value Measurements at Reporting Date Using: 

Cash and cash equivalents
Certificates of deposit
Equity securities:
    Large cap
    Mid cap
    Small cap
Fixed income securities:
    Corporate bonds
    Mutual funds
TOTAL

(In thousands) 2024
$          191

784

3,621
1,138

282

2,096
2,118

$     10,230

Level 1
$        191

- 

3,621
1,138

282

-
2,118

$    7,350

Level 2 Level 3
$            -

-

-
-
-

           -
-

$            -

The fair value of level 1 pension plan assets are based on unadjusted, quoted market prices from exchanges in active 
markets.  The fair value of level 2 pension plan assets are based on an independent bond pricing service for identical 
assets or significantly similar securities.  The pricing service uses a variety of techniques to arrive at fair value including 
market maker bids, quotes and pricing models.  Inputs to the pricing models include recent trades, benchmark interest 
rates, spreads and actual and projected cash flows.  There were no level 3 assets at December 31, 2025 and 2024 or any 
time during 2025 or 2024.

The Company does not expect to contribute to its pension plan in 2026.  Potential future contributions may be considered.

The benefits expected to be paid from the pension plan in each year 2026-2030 are $447, $444, $450, $612 and 
$527 thousand, respectively. The aggregate benefits expected to be paid in the five years from 2031-2035 are $3.5  
million. The expected benefits are based on the same assumptions used to measure the Company’s benefit obligation at  
December 31st and include estimated future employee service.

Defined Contribution Plan
The Company also has a defined contribution 401(k) Employee Savings Plan for all eligible employees. Matching  
contributions to the plan, which are subject to plan limitations, amounted to $607 thousand in 2025 and $555 thousand 
in 2024.

The asset allocations of the Company’s pension benefits as of December 31 were as follows:

Notes to Consolidated Financial Statements, continued

Fair Value Measurements at Reporting Date Using: 



52

2024

$  171,900
34,458
6,060

$  212,418

The Company’s commitments (unfunded loans or unused lines of credit) and letters of credit outstanding are as 
follows:

Contingencies
In the normal course of business, there are various outstanding legal proceedings.  In the opinion of management, after 
consultation with legal counsel, the ultimate disposition of these matters is not expected to have a material adverse effect 
on the consolidated financial position of the Company.
At both December 31, 2025 and 2024, the Company held 3,606 shares of VISA Class B Common Stock. The Company 
is restricted from selling these shares until certain VISA legal matters are resolved. The Company is not a party to these 
legal matters. Upon resolution of these legal matters, the Company’s shares will be convertible to marketable Class A 
common shares. The Company has valued these shares at zero, which is equal to the cost basis of their equity interest in 
VISA. The Company cannot predict when the restriction on these shares will be released or what the value of these shares 
might be at that time.
In 2024, the Company recorded a $1.5 million gain on the sale of VISA stock by executing on the Exchange Offer as a 
member bank of VISA. On April 8, 2024, VISA issued an Exchange Offer to its clients. Under the terms of the Offer, 
Class B-1 holders could exchange 50% of their holdings into Class C common stock. Those exchanged shares became 
convertible into freely tradable Class A shares, of which one-third was saleable after the tender with the remaining two-
thirds saleable at the end of two successive 45-day periods. The remaining 50% of B-1 shares were exchanged into B-2 
common stock. At the time of conversion from Class B-1 to Class C shares, the shares were recorded at the associated fair 
value of the converted Class A shares. The Company recorded the gain on equity securities and adjusted the fair value 
of the equity securities monthly. The Company converted the Class C shares to Class A as outlined in the Makewhole 
Agreement. Once all shares were converted to Class A, the Company executed the sale, resulting in the gain noted above. 
The remaining Class B-2 shares (3,606) will be available to offset litigation costs.

Commitments to extend credit – variable
Commitments to extend credit – fixed
Performance and standby letters of credit
TOTAL LOAN COMMITMENTS AND LETTERS OF CREDIT

(In thousands)
December 31,

2025

$  165,408
38,808

6,605
$  210,821

10. Commitments and Contingencies
Loan Commitments and Letters of Credit
The Company is a party to financial instruments with off-balance sheet risk in the normal course of business to meet the 
financial needs of its customers.  These financial instruments include commitments to extend credit, unused lines of credit 
and letters of credit.  These instruments involve, to varying degrees, elements of credit and interest rate risk in excess of 
the amount recognized in the consolidated balance sheets.  Management does not anticipate any significant losses as a 
result of these transactions.
The Company’s exposure to credit loss in the event of nonperformance by the other parties to the financial instrument 
for commitments to extend credit, unused lines of credit and letters of credit is represented by the contractual nominal 
amounts of those commitments.  The Company uses the same credit policies in making commitments and conditional 
obligations as it does for on-balance sheet instruments. The Company controls credit risk through credit approvals, limits 
and monitoring procedures. For the years ended December 31, 2025 and 2024, the Company recorded provision for credit 
losses of $173 thousand and $35 thousand, respectively, for unfunded commitments. At December 31, 2025 and 2024, 
the liability for credit losses on off-balance sheet credit exposures included in other liabilities was $423 thousand and $250 
thousand, respectively.
Commitments to extend credit are agreements to lend to a customer as long as there is no violation of any condition 
established in the contract.  Commitments generally have fixed expiration dates or other termination clauses and may 
require payment of a fee.  Since many of the commitments are expected to expire without being drawn upon, the total 
commitment amounts do not necessarily represent future cash requirements.  The Company evaluates each customer’s 
creditworthiness on a case-by-case basis.  The amount of collateral obtained, if deemed necessary by the Company, upon 
the extension of credit is based on management’s credit evaluation of the customer.  Collateral held varies but may include 
cash, securities, receivables, inventory, and equipment.
Letters of credit are conditional commitments issued by the Company to guarantee the performance of a customer to 
a third party.  The credit risk involved in issuing these investments is essentially the same as that involved in extending 
loans to customers.  

Notes to Consolidated Financial Statements, continued
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The following table presents the placement in the fair value hierarchy of assets and liabilities that are measured at fair 
value on a recurring basis at December 31:

Fair Value Measurements at 
Reporting Date Using:

(In thousands) 2025 Level 1 Level 2 Level 3
U.S. Treasury Bonds  $     14,212  $             -  $        14,212  $                - 
U.S. Government sponsored agencies  108,395  -   108,395  - 
State and political subdivisions  31,646  -  31,646  - 
Subordinated Debt 258 - 258 -
Corporate bonds 46,264 - 46,264 -
Mortgage-backed securities  154,738 - 154,738  - 
Securities available-for-sale  $   355,513  $            -  $      355,513  $                - 

Fair Value Measurements at 
Reporting Date Using:

(In thousands) 2024 Level 1 Level 2 Level 3
U.S. Treasury Bonds  $     16,418  $            -  $     16,418  $               - 
U.S. Government sponsored agencies 121,305 - 121,305 -
State and political subdivisions  35,130  -  35,130  - 
Corporate bonds  42,977  -  42,977  - 
Mortgage-backed securities  146,851  -   146,851  - 
Securities available-for-sale  $   362,681  $            -  $   362,681  $               - 

Notes to Consolidated Financial Statements, continued

The fair value of level 2 securities available-for-sale are based on an independent bond pricing service for identical 
assets or significantly similar securities.  The pricing service uses a variety of techniques to arrive at fair value including 
market maker bids, quotes and pricing models.  Inputs to the pricing models include recent trades, benchmark interest 
rates, spreads and actual and projected cash flows.  Based on the inputs used by our independent pricing services, we 
identify the appropriate level within the fair value hierarchy to report these fair values.  There were no level 3 securities 
at December 31, 2025 and 2024 or any time during 2025 or 2024.

Certain assets are also measured at fair value on a non-recurring basis. These other financial assets include specifically-evaluated 
loans if the loan’s fair value is based on the fair value of the underlying collateral and Other Real Estate (“ORE”).  At December 
31, 2025 and 2024, the Company had no significant amount of loans and no other real estate measured at fair value on 
a non-recurring basis.

11. Fair Value of Financial Instruments
The Company uses fair value measurements to record fair value adjustments and to determine fair value disclosures of 
financial assets and financial liabilities measured at fair value on a recurring basis and for nonfinancial items that are 
recognized or disclosed at fair value on a non-recurring basis.  Fair value is an exit price, representing the amount that 
would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants.  
Fair value measurements are not adjusted for transaction costs.  In addition, GAAP establishes a fair value hierarchy 
that prioritizes the inputs to valuation techniques used to measure fair value.  The hierarchy gives the highest priority to 
unadjusted quoted prices in active markets for identical assets or liabilities (level 1 measurement) and the lowest priority 
to unobservable inputs (level 3 measurements).  The three levels of the fair value hierarchy are described below:		

•	 Level 1 - Unadjusted quoted prices in active markets that are accessible at the measurement date for identical, 
unrestricted assets or liabilities;

•	 	Level 2 - Quoted prices for similar assets or liabilities in active markets, quoted prices for identical or similar assets 
or liabilities in markets that are not active, or inputs that are observable, either directly or indirectly, for substantially 
the full term of the asset or liability;

•	 	Level 3 - Prices or valuation techniques that require inputs that are both significant to the fair value measurement 
and unobservable (i.e., supported by little or no market activity).

The only assets or liabilities that the Company measured at fair value on a recurring basis at December 31, 2025 and 2024 
were securities available-for-sale.  The Company held no securities or liabilities for trading on such dates. 
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 December 31, 
2025 2024

(In thousands)
Fair Value 
Hierarchy

Carrying 
Amount Fair Value Carrying 

Amount Fair Value

Financial Assets:
Cash and cash equivalents 1  $       33,301  $       33,301  $       56,579  $       56,579 
Securities available-for-sale 2  $     355,513  $     355,513  $     362,681  $     362,681 
Securities held-to-maturity 2  $          4,324  $         4,408  $         6,382  $         6,439 
FHLB and FRB stock 1  $          2,216  $         2,216  $         2,885  $         2,885 
Accrued interest receivable 1  $         4,012  $         4,012  $         4,105  $         4,105 
Net loans 3  $     735,312  $   687,913  $    710,494  $     636,303 

Financial Liabilities:
Non-interest bearing deposits 1  $     282,137  $     282,137  $     278,989  $     278,989 
Savings, NOW, Money Market 1  $     459,357  $     459,357  $     471,323  $     471,323 
Time deposits 2  $     323,206  $     323,172  $     308,600  $     308,665 
Borrowings 2   $       15,520  $       15,614  $       44,736  $       44,751 
Accrued interest payable 1  $         2,075  $         2,075  $        2,658          $         2,658 

Notes to Consolidated Financial Statements, continued

The table below presents the carrying amounts and estimated fair values of the Company’s financial instruments at 
December 31, 2025 and 2024. The fair value estimates, methods and assumptions set forth below for the Company’s 
financial instruments, including those financial instruments carried at cost, are made solely to comply with disclosures 
required by generally accepted accounting principles in the United States and should be read in conjunction with the 
financial statements and notes included in this annual report.  The carrying amounts shown in the table are included 
in the consolidated balance sheets under the indicated captions, except for FHLB and FRB stock, accrued interest 
receivable, and accrued interest payable, which are included in other assets or other liabilities.

The methodologies for estimating the fair value of financial assets and financial liabilities that are measured at fair value 
on a recurring or non-recurring basis are discussed below.  The carrying amounts reported in the consolidated balance 
sheets for cash and cash equivalents, FHLB and FRB stock, and accrued interest receivable and accrued interest payable 
approximate fair value, due to their short-term nature/duration. 
The following methods and assumptions were used to estimate the fair value of each class of financial instrument for 
which it is practicable to estimate that value:

Securities
The Company determines the fair value of its securities using an independent bond pricing service for identical assets or 
significantly similar securities (level 2).  The pricing service uses a variety of techniques to arrive at fair value including 
market maker bids, quotes and pricing models.  Inputs to the pricing models include recent trades, benchmark interest 
rates, spreads, and actual and projected cash flows. 

Loans        
The fair values of loans held in portfolio are estimated using discounted cash flow analyses. The discount rate considers a 
market participant’s cost of funds, liquidity premiums, capital charges, servicing charges, and expectations of future rate 
movements (for variable rate loans), resulting in a level 3 classification. Projected future cash flows are calculated based 
upon contractual maturity or call dates, projected repayments and prepayments of principal, and adjusted for potential 
defaulted loans. 

Deposits        
The fair value of demand deposits, savings accounts, and certain money market deposits is the amount payable on de-
mand at the reporting date resulting in a level 1 classification.  The fair value of fixed maturity certificates of deposit is 
estimated  by discounting the future cash flows using market interest rates for deposits of similar remaining maturities 
resulting in a level 2 classification. 

Borrowings
The fair value of borrowings are estimated based on quoted interest rates for similar liabilities resulting in a level 2  
classification.  
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Commitments to Extend Credit and Letters of Credit
The fair values of commitments to extend credit and letters of credit are estimated based on the fees currently charged to 
originate similar agreements.  For fixed rate loan commitments, fair value estimates also consider the difference between 
current market interest rates and the committed rates.  Such fees were not significant at December 31, 2025 and 2024.

Fair value estimates are made at a specific point in time, based on relevant market information and information about the 
financial instrument.  These estimates are subjective in nature and involve uncertainties and matters of significant judgment 
and, therefore, cannot be determined with precision.  Changes in assumptions could significantly affect the estimates.

12. Regulatory Matters

The Bank is subject to legal limitations on the amount of dividends it can pay to Solvay Bank Corp.  Dividends are 
limited to net profits for the current period and retained net profits for the two preceding years, as defined by New 
York State Banking Law.  Approximately $3.6 million and $9.5 million was available for the declaration of dividends at  
December 31, 2025 and 2024, respectively. In 2025 and 2024, Solvay Bank paid dividends of approximately  
$4.7 million and $4.6 million, respectively, to Solvay Bank Corp. which allowed for the payment of regular dividends to 
Solvay Bank Corp. shareholders. Payments to shareholders were $4.5 million and $4.4 million in 2025 and 2024, respec-
tively. Payments to Solvay Bank Corp. to fund operating costs were $229 thousand in both 2025 and 2024. 

Effective March 26, 2020, the Board of Governors of the Federal Reserve System reduced reserve requirement ratios to zero 
percent. This action eliminated reserve requirements for all depository institutions.

Banks and bank holding companies are subject to regulatory capital requirements administered by federal banking agencies. 
Capital adequacy guidelines and, additionally for banks, prompt corrective action regulations, involve quantitative measures 
of assets, liabilities, and certain off-balance sheet items calculated under regulatory accounting practices. Capital amounts and 
classifications are also subject to qualitative judgments by regulators. Failure to meet capital requirements can initiate regulatory 
action. The net unrealized gains (losses) on available for sale securities is not included in computing regulatory capital. Manage-
ment believes as of  December 31, 2025, the Company and Bank meet all capital adequacy requirements to which they  
are subject.

Prompt corrective action regulations provide five classifications: well capitalized, adequately capitalized, undercapitalized, 
significantly undercapitalized, and critically undercapitalized, although these terms are not used to represent overall finan-
cial condition. If adequately capitalized, regulatory approval is required to accept brokered deposits. If undercapitalized, 
capital distributions are limited, as is asset growth and expansion, and capital restoration plans are required. At December 
31, 2025 and 2024, the most recent regulatory notifications categorized the Bank as well capitalized under the regulatory 
framework for prompt corrective action. There are no conditions or events since that notification that management believes 
have changed the institution’s category.

The federal banking agencies provide for an optional, simplified measure of capital adequacy, the community bank leverage 
ratio framework (CBLR framework), for qualifying community banking organizations. The final rule became effective on 
January 1, 2020 and was elected by the Bank as of December 31, 2020. 

The community bank leverage ratio removes the requirement for qualifying banking organizations to calculate and 
report risk-based capital but rather only requires a Tier 1 to average assets (leverage) ratio. Qualifying banking organiza-
tions that elect to use the community bank leverage ratio framework and that maintain a leverage ratio of greater than 
required minimums will be considered to have satisfied the generally applicable risk-based and leverage capital require-
ments in the agencies’ capital rules (generally applicable rule) and, if applicable, will be considered to have met the well 
capitalized ratio requirements for purposes of section 38 of the Federal Deposit Insurance Act. Under the interim final 
rules, the community bank leverage ratio minimum requirement is 9%. The interim rule allows for a two-quarter grace 
period to correct a ratio that falls below the required amount, provided that the bank maintains a leverage ratio of 8%.  

Notes to Consolidated Financial Statements, continued
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(In thousands)	 Actual
As of December 31, 2025:	 Amount	 Ratio	 Amount	 Ratio

Tier 1 Core Capital (to Average Assets)
	 Consolidated	 $   113,104	  9.28%	 n/a	   n/a
	 Solvay Bank	 $   112,458	  9.23%	 $  109,691	 9.00%

(In thousands)	 Actual
As of December 31, 2024:	 Amount	 Ratio	 Amount	 Ratio

Tier 1 Core Capital (to Average Assets)
	 Consolidated	 $  111,518	 9.11%	 n/a	 n/a
	 Solvay Bank	 $  111,211	 9.08%	 $  110,189	 9.00%

Notes to Consolidated Financial Statements, continued

To Be Well Capitalized Under Prompt  
Corrective Action Regulations  

(CBLR Framework)

To Be Well Capitalized Under Prompt  
Corrective Action Regulations  

(CBLR Framework)

The Company and Bank’s approximate capital amounts and ratios at December 31 are as follows:

Under the final rule, an eligible banking organization can opt out of the CBLR framework and revert back to the 
risk-weighting framework without restriction. As of December 31, 2025 and 2024, both the Company and Bank were 
qualifying community banking organizations as defined by the federal banking agencies and elected to measure capital 
adequacy under the CBLR framework.
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All of the Company’s revenue from contracts with customers is recognized within other income as the Company satisfies 
its obligation to the customer. The following table presents these revenues for the years ended:

                                       December 31,
(In thousands) 2025 2024

Service Charges on Deposit Accounts:

Deposit related fees $           745  $           717 
Overdraft & chargeback fees  383  441 
ATM/point of sale fees 80  74 
Wire transfer fees 73  74 
TOTAL SERVICE CHARGES ON DEPOSIT ACCOUNTS $        1,281 $        1,306

Bank Card Income:

Debit and credit card interchange fees     $        1,680 $        1,742
Merchant net commissions 153 242
TOTAL BANK CARD INCOME $        1,833 $        1,984

Investment Services Income:

Trust services   $         1,368  $        1,260 
Brokerage and investment services 114  64 
TOTAL INVESTMENT SERVICES INCOME $         1,482 $        1,324 

Insurance Agency Income:

Insurance agency services   $            391  $           333 
TOTAL INSURANCE AGENCY  INCOME $            391           $           333

13. Revenue from Contracts with Customers

Service Charges on Deposit Accounts: The Company earns fees from its deposit customers for transaction-based, 
account maintenance, and overdraft services. Transaction-based fees, which included services such as ATM use fees, stop 
payment charges, statement rendering, wire transfer and ACH fees, are recognized at the time the transaction is executed 
as that is the point in time the Company fulfills the customer’s request. Account maintenance fees, which relate primarily 
to monthly maintenance, are recognized at the time the maintenance occurs. Overdraft fees are recognized at the point in 
time that the overdraft occurs. Service charges on deposits are withdrawn from the customer’s account balance. Revenue 
included in service charges on the consolidated statements of income that was not related to contracts with customers was 
$153 thousand and $120 thousand for the years ended December 31, 2025 and 2024, respectively.
Bank Card Income: The Company earns interchange fees from debit cardholder transactions conducted through the 
Fiserv EFT payment network and includes it in service charges income. Interchange fees from cardholder transactions 
represent a percentage of the underlying transaction value and are recognized daily, concurrently with the transaction 
processing services provided to the cardholder. The Company also earns fees for merchant transaction processing 
services provided to its business customers by a third-party service provider. The fees represent a percentage of the 
monthly transaction activity net of related costs and are received from the service provider on a monthly basis.
Investment Services Income: The Company earns fees from trust and investment management department services 
provided to its customers by a third-party service provider. The Company receives and recognizes commissions from 
the third-party service provider monthly, based upon customer activity for the month. The Company (i) acts as an agent 
in arranging the relationship between the customer and the third-party service provider and (ii) does not control the 
services rendered to the customers. Investment fees are presented net of related costs.
Insurance Agency Income: The Company earns fees from insurance services provided to its customers by third-party 
service providers. The Company receives and recognizes commissions from the third-party service providers monthly, 
based upon customer activity for the month. The Company (i) acts as an agent in arranging the relationship between 
the customer and the third-party service provider and (ii) does not control the services rendered to the customers. 

Notes to Consolidated Financial Statements, continued
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Solvay Bank Team

Executive Management
Paul P. Mello, President & Chief Executive Officer
John Carpenter, Senior Vice President, Chief Credit Officer
Kevin Dattellas, Senior Vice President, Chief Financial Officer
Sara Preville, Vice President, Chief Human Resource Officer
Amber Brown, Vice President, Chief Retail Banking Officer
Jennifer Banas
 
Lending Services 
Douglas Crego, Vice President
Mary Beth Mumford, Vice President
Matthew Nicholl, Vice President
John Petrus, Vice President 
John Popkess, Vice President 
Joseph Skinner, Vice President
Nathan Walker, Vice President 
Nicholas Carfagno, Assistant Vice President
Patricia Cazzolli, Assistant Vice President 
Michele Nobles, Assistant Vice President 
Christian Roque, Assistant Vice President 
Lisa Coe, Banking Officer
Rodger Sauer, Banking Officer
Richard Agutter 
Courtney Boda 
Deborah Bradley
Alda Jerome 
Barbara Sgroi
Mary Sherwin
 
Loan Administration
Colin Haigney, Vice President
David Beecher, Assistant Vice President
Mark Botwinick, Assistant Vice President
Stephanie Reusswig, Assistant Vice President
Theresa Wallace, Assistant Vice President
Stacey Burns
Selena Cruz
William Dennis
Daniel DePasquale
Denise Figueiredo 
Ashley Helms
Jared Justice
Heather LaVancher
Anton Lewis
Rhonda Montgomery
Patrick Mulcahey 
Sandra Randall

Finance and Operations 
Tami Stone, Vice President 
Kirby Corcoran, Assistant Vice President 
Meaghan Landry, Assistant Vice President
Dawn Brown
Hannah Coburn 
Carley DiSanto 
Jasmin Giguere 
Cindy Gokey
Ashley Gozzi
Kelly Greenwood 
Kathy Hahn
Nathan Jaquint 
Sydney Keenan
Matthew Kurdziel
Karen Merrill 
Hannah Offerdahl
Paul Omilanowicz 
Linda Pecora 
Jessica Reynolds 
Taylor Roeschlaub 
Victoria Salvaterra 
Eliza Samchisen
Brandon Schultzkie
Anna Sheldon 
Carter Smith
Mary Vamvakias
 
Enterprise Risk Management 
Michele Fernandez, Vice President 
Elizabeth Roy, Assistant Vice President
Steven Brockway, Banking Officer
Diane Macri, Banking Officer
Morgan Seckner, Banking Officer 
Susan Uygun
 
Information Technology 
David Howard, Vice President
Frank Valentine, Banking Officer
Michael Bott
Shawn Cornell
Cheryl Holmes
Gloria Lalla 
Cameron Loland-Ross
Ryszard Polkowski Jr.
David Reed
Jayson Scheuer
Richard Scott
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Business Strategy and Marketing 
Erica Muscatello, Vice President
Jennifer Taylor, Banking Officer 
Ashley Cahill
Katherine Lee

Trust and Investment Services 
Jeffrey Culver, Assistant Vice President 
Denis Petrovic, Assistant Vice President 
Eileen Cramer, Banking Officer
Luke Ferree, Banking Officer
Danielle Kirkpatrick
 
Insurance Services 
Sean Sullivan, Vice President
Andrew Money

Human Resources 
Joellen Lambert
Stephen Lizardo

Security and Building Services 
Dominic DiGenaro
Jeffrey Kline

Branch Administration 
James Bligh, Assistant Vice President
Joseph Cutrone, Assistant Vice President 
Robert Edwards Jr., Assistant Vice President
Marissa Closson 
Cheryl Farina
Christopher Graham 
Giavanna Lay 
William Murphy 
Colin Savage
Caitlin Wynn 

BRANCH OFFICE TEAM 

Main Office 
Jason Heron, Assistant Vice President
Becky Banner
Geryl Caruth
Susan Caruth 
Benjamin Cesarini
Cynthia Hauth
Maria Johanson 
Shawnna Smith
 
Camillus Office 
Janus Lighton, Assistant Vice President
Alexis Bojczuk 
Taylor Bowers 
Lila Fitzgerald 
Kamia McCarty
 
State Tower Smart*Office 
Matthew Guiles, Assistant Vice President
Sarah Kirst
Mary Lynch 
Faiz Rahmati 
Sonia Rodas 
Shania Williams
 
North Syracuse Office 
Joshua Avery, Assistant Vice President
Tawny Brown 
Kayla Norman 

Liverpool Office 
Nancy Bozinovski, Assistant Vice President 
Ashley Foley 
Taquon Mitchell 

Cicero Smart*Office 
Robert Hill, Assistant Vice President
Mirabella Acchione 
Robert Iqbal 
Mehgan Nunnally
 
DeWitt Smart*Office 
Derrick Reed, Assistant Vice President 
Irving Brown 
Kimberly O’Connor 
Suzette Roberts

Baldwinsville Smart*Office 
Christine Dempsey, Assistant Vice President
Teagan Disinger 
Kyle Dolbear 
Tyler Luciano

Westvale Smart*Office 
Vanessa Karasek, Assistant Vice President
Megan Delia
Ne’Veah Johnson 
Felecia Mowatt-Drogalis 
Nadine Savage 
Kim Vandermark

East Syracuse Smart*Office 
Briana Fox, Assistant Vice President
India Mclaurin
Antonia Platt

Solvay Bank Team



MISSION STATEMENT
To provide the best experience for our customersTo provide the best experience for our customers

 to help make their financial dreams come true, to help make their financial dreams come true,

while upholding socially responsible while upholding socially responsible 

and community-minded principles, and community-minded principles, 

and delivering value to our shareholders.and delivering value to our shareholders.



Solvay Bank Insurance Agency
1537 Milton Ave., Solvay, NY 13209 
Mail Addr: PO Box 19050, Syracuse, NY 13209   
P: 315-484-2279  F: 315-484-2288

Corporate Offices & Shareholder Relations 
1537 Milton Ave., Solvay, NY 13209 

Mail Addr: PO Box 19050, Syracuse, NY 13209 
P: 315-484-1661

Baldwinsville Smart*Office 
197 Downer St., Baldwinsville, NY 13027 
P: 315-753-0448  F: 315-635-6952

Camillus Office 
56 W. Genesee St., Camillus, NY 13031 
P: 315-672-3092  F: 315-672-3093

Cicero Smart*Office 
7895 Brewerton Rd. (Rt 11), Cicero, NY 13039 

P: 315-458-2141  F: 315-458-2308

DeWitt Smart*Office 
6828 E. Genesee St., Fayetteville, NY 13066 

P: 315-701-7287  F: 315-701-7297

East Syracuse Smart*Office 
Now Open 

4248 James St., East Syracuse, NY 13057 
P: 315-565-0362  F: 315-214-0209

Liverpool Office 
7421 Oswego Rd., Liverpool, NY 13090 
P: 315-457-7301  F: 315-457-3849

North Syracuse Office 
628 S. Main St., North Syracuse, NY 13212 

P: 315-458-7492  F: 315-458-7669

Solvay Office 
1537 Milton Ave., Solvay, NY 13209  

Mail Addr: PO Box 19050, Syracuse, NY 13209  
P: 315-410-8101  F: 315-488-9175

State Tower Smart*Office 
109 S. Warren St., Syracuse, NY 13202 
P: 315-475-8702  F: 315-475-1124

Westvale Smart*Office 
3201 W. Genesee St., Syracuse, NY 13219 

P: 315-484-7052  F: 315-488-4391

ANNUAL REPORT
2025


