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THE MISSION OF ELMIRA SAVINGS BANK is to provide above
average returns to our shareholders while providing a broad range of

nancial services that meet the needs of the individuals, businesses, and
organizations of our community.

We will achieve this through our commitment to:

o[ Consistentlandisuperioriqualitylservicelforlouricustomers.

«] Alculturethatlincentsliemployeesitolexcellpersonallylandiprofessionally.
o[ Leadershiplinlandsupportiforiouricommunity..

o[ Independencelasiallocallcommunitylbank.
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SELECTED FINANCIAL DATA

(infthousands, exceptiforiperisharelamounts)! [ [ 0 [
FINANCIAL STATEMENT HIGHLIGHTS 2011 2010

Assets! $! 1523,358! 499,8391 [
Loans(includinglloansiheldIforisale)! 1 348,824] 310,477 [

Allowancelforlloanllosses]

M Core 18.56%

[ Risk-Based 16.50%
15.69%

13.54%
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E ciency Ratio

74.70%

64.25%

60.78%

T T T
2007 2008 2009 2010
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Elmira Savings Bank :

TO OUR SHAREHOLDERS

sllrefectlonithelaccomplishmentslofithislinstitution]
during the last year, accomplishments that were achieved
by all organizational levels from the Board of Directors
to the sta members of our branches, loan departments, and
operational departments, it is clear that 2011 has been a year of
accomplishments that were historic, and even more importantly,
prepare the organization for future success.

During the past year our organization has achieved record
netlincomelof:$5imillion;lincreasedilevelsioficapital;increased!
dividends;balancelsheetlexpansion;imaintenanceloflourlasset!
quality,\netlinterestimargin,;andloperatingle Fciency;signifcant
strengtheninglofiour’BoardlofIDirectors; thelimplementation]

of technologies that increase customer convenience and
accessibilitylto'thelBank;landlthelsuccessfullconversion(tolthel
New(YorkiStatelSavingsiBank/Charter.

ThelBanklachievedirecordlearningsiof.$5.0imillionlin’2011,/an]
increaselfrom’$4.8!millionlinl2010.Thislislthelfrstitimelinlour!
historythatiwelhavelachievedinetlincomelofi$5million./Our]
dilutedlearningslperisharelwerel$1.48]perisharelini2011compared!
t0l$1.56/in'2010.Thisldecreaselinldilutediearningsiperishare,!
despite an increase in earnings, is attributable to the accounting
treatment of a discount associated with the retired preferred
shareslissuedithrough’thelCapitallPurchaseProgram(CPP)!
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small business loan portfolio. This transaction
provided the Bank with additional core capital
that may be used to leverage future balance
sheet growth. Finally, the conversion to the
SBLFprogramlallowedlusltolincreaselouricash!
dividend and reinstitute our stock dividend.

Ourlbalancelsheetlincreased:fromi$499.8lat!
thelendlofl2010'tol$523.4Imillionlatithelend!
of 2011, an increase of 5%. This balance sheet

growth was driven by growth in our loan

portfoliosiofi$36Imillionlori12%./0urlresidentiall

mortgagelportfoliolincreasediby’$26 millionlor]

15%withloriginationsiexceeding$110Imillion]
and our commercial loan portfolio increased
byi$14'millionlorl14%lonithelstrengthlofi$27]
million of loan originations. This asset growth
wasfundedbylanlincreaselofl$25.1imillionlor!
7% in deposits, highlighted by strong growth

inlouriSteubenlandTompkinsiCountylbranches.

We have remained diligent in monitoring

ourlassetlquality,lnetlinterestmargin,Jand

efciency.lOurlassetiqualitylhaslimprovediwith!

alreductionlinlourldelinquentlloans(tol.18%!

of netloans and in our nonperforming loans
tol$3.7Imillion.Welcontinueltolbelmindfull

of our net interest margin by increasing

our loan portfolio and reducing our lower
yielding investment portfolio, in combination
with replacing higher cost borrowings with
deposits.lOurleFciencylratiolimprovediduringl
2011 to 60.18% from 60.78% in 2010.

The year 2011 was also highlighted by a
signi cant upgrade of the Bank’s technology
infrastructure. During the year we

implemented a new telephone system that
better leverages our data network, seamlessly
connects the whole organization together,
and provides features and bene ts that were
nonexistentiwithlourlpreviouslsystem.We!
also reengineered the Bank’s website and
created a look and feel that is both useful and

current.linladdition,lduringthelyeariwelrolled]

out our mobile banking product, upgraded
our voice response system, and entered the
world of Facebook, all targeted at customers
who desire the ultimate convenience.

AslofiDecemberi31,12011, thelBanklhad!
successfully accomplished the change in
banking charters and primary regulators.

For the last 28 years we had been a federally
chartered savings bank regulated by the
OfcelofthelComptrollerlofithelCurrency.l
AslofiIDecemberi31,2011,welsuccessfully!
converted to a New York State chartered
savings bank with the New York State Division
of Financial Services as our primary regulatory.
This represented a return to our original bank
charter and regulator under which we had
operated from 1869 until 1983.

Duringlthelfourthiquarteriofl2011landlinlthel
beginning of 2012, the Board of Directors was
expandedibyifvelmembers.DonaldIQuick,]
CPA lwasladdedtolthelBoard!oflDirectors!
during late 2011, while Katherine Roehlke,
President,JF.M..Howell;Arielvaniden(Blink,]
President, ThelHilliardICorp.;[MariannelYoung,]
President,]Market'Street(TrustlandThomasiM.]
Carr,JEVPI&ICOOQlofithelBank,/wereladded.tol
the Board in early 2012. The addition of these

.._;\i,;-..
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businessland.communitylleaderslexpands]
the in uence and technical skills of the Board
while also providing future continuity at the
Board level.

Finally, in November 2011, we entered into an
agreement to purchase a branch o ce located
atl971ICountylRoute64.ThisloFcelisllocated!
on one of the most highly tra cked roads in
our market. The facility is ve years old and

a ords the convenience of multiple drive-thru
lanes and ample parking. We opened the o ce
for business on February 1, 2012 and will be
relocatinglour’ArnotIMallloFcelcustomersitol
thisfacilitylduringithelsecond quarteriofi2012.]
UnderlourlNewYorkiStatelBank'Charter,wel
are allowed to invest in income-producing

real estate. This property consists of a banking
operation,Jasiwelllas7,000lsquarefeetlof]
income-producing real estate.

The year 2011 was a successful and eventful
yearat ElmiralSavingsiBank.[Welarelexcited!
about our future and look forward to sharing
our successes with you. We appreciate your
continued support.

M ebroad O LL? _
Michael P. Hosey

President
ChieflExecutivelOfcer
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Consolidated Balance Sheets
Elmira Savings Bank and Subsidiaries

(inlthousands, exceptiforisharelandlperishareldata) December 31, December 31,
2011 2010

ASSETS

CashlandlduelfromIbanks] $ 47,4567 $ 21,896

Federal funds sold and other short-term investments 740 821

Totalicashlandlequivalents] 148,196 22,7171

Securities available for sale, at fair value 86,536 126,212

Securitieslhelditolmaturity-Ifairivaluelofi$4,9231

[[lat'December’31,12011,land$5,346latiDecemberi31,2010! 14,6211 15,006

FederallHomelLoanIBankistock, atlcost] 15,295 14,2411

Loanslheldforisalel 12,8421 532

Loanslreceivablel 1345,9821] 1309,9451]

Less: Allowancelforlloanllosses! 13,2991 12,9091

NetlLoans! 1342,683[ 1307,0361

Premiseslandlequipment,net! 15,3920 15,5371

Bank-owned life insurance 10,100 9,731

Accruedlinterestireceivablel 11,6151 11,8071

Intangiblelassets, netl 14441 15941

Goodwill 12,320 12,320

Otherlreallestatelowned! 12021 15411

Otherlassets] 13,1121 13,5651

Total assets $523,358 $499,839

LIABILITIES AND SHAREHOLDERS’ EQUITY

Deposits] 1$381,7291 1$356,6211

Borrowings 70,019 81,093

Otherlliabilities! 16,9951 15,6741

Total liabilities 458,743 443,388

SHAREHOLDERS’EQUITY:

Preferredistock,’$1,000lliquidationivaluelperiissuedishare;5,000,000ishareslauthorized;] I I
24,063shareslissuedlatiDecember’31,12011;119,090Ishares! 123,763l 18,4811
issuedlat’December:31,2010lnetlofldiscountlofi$252] I I

Commonistock,/$1 parivalue;authorized’5,000,000'shares; 2,292,656 shares!l I 0
issued at December 31, 2011 and 2,089,995 at December 31, 2010 2,293 2,090

Additionallpaid-inlcapitall 138,4021 135,065T

Retained earnings 1,735 3,353

Treasury stock, at cost - 125,865 shares at December 31, 2011
andIDecemberi31,12010! 1(3,548)1 1(3,548)!

Accumulatedlotherlcomprehensivelincomel 11,9180 1958(l

TotallElmiralSavingsiBankishareholders’equity! 64,5631 156,399

Noncontrolling interest 52 52

Total shareholders’ equity 64,615 56,451

Total liabilities and shareholders’ equity $523,358 $499,839

Page 6 : Elmira Savings Bank :
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Consolidated Statements of Income
Elmira Savings Bank and Subsidiaries

(inthousands, exceptiforiperisharelamounts)! Years Ended December 31

2011 2010 2009
INTEREST AND DIVIDEND INCOME:
Interest’andifeesionlloans! $ 18,1400 1$ 18,185 1$1 19,842
Interestlanddividendslonisecurities! 0 I
I Taxablel 73,1400 il 3,6811 il 4,5341
(o Non-taxablel il 8207 il 82201 il 765!
Total interest and dividend income 22,100 22,688 25,141
INTEREST EXPENSE:
Interestiondeposits! I 3,850l il 4,564 mn 6,075!
Interestlonlborrowings! | 2,7001 i 3,205 l 3,363!
Total interest expense 6,550 7,769 9,438
Net interest income 15,550 14,919 15,703
Provision for loan losses 668 515 592
Net interest income after provision for loan losses 14,882 14,404 15,111

NONINTEREST INCOME:

Service fees 1,236 1,409 1,606
Gain on sale of loans held for sale 1,836 1,450 1,693
Net gain on sale of securities 448 474 63
Otherlservicelfees! n 6341 I 16201 Il 635!
Earnings on bank-owned life insurance 369 353 378
Otherl il 2047 [ 12871 0 2631
Total noninterest income 4,727 4,593 4,638
NONINTEREST EXPENSE:

Salaries and bene ts 6,491 6,007 6,544
Net occupancy 1,154 1,102 1,243
Equipment] il 8547 [ 19247 il 988l
Marketing and public relations 636 483 502
Professional fees 513 654 670
Regulatory assessments 462 574 899
Data processing 322 328 390
Telephone 244 220 204
Directors fees 200 212 218
Amortizationloflintangiblelassets! I 11501 I 11721 0 220]
Printing and supplies 141 142 166
Postage 115 108 153
Other! 0 92011 I 19331 il 873
Total noninterest expense 12,202 11,859 13,070
Incomelbeforelincomeltaxes! il 7,407 il 7,138 m 6,679
Incometaxes! I 2,3730 Il 2,300 Il 2,148
Netlincomel 1 15,0341 i 4,8381 1 4531
Less{INetlincomelattributableltolnoncontrollinglinterest! I 150 0 50 il 51
Net income attributable to Elmira Savings Bank $ 5,029 $ 4,833 $ 4,526
Dividend on preferred stock 1,512 1,367 1,325
Accretionloflpreferredistockldiscount] i 2520 i 841 Il 85
Income available to common shareholders $ 3,265 $ 3,382 $ 3,116
Basiclearningslpericommonisharel $ 1520 3l 1,591 $ 1481
Dilutedlearningsiper’commonisharel $ 1480 % 1,561 % 1.45]

Per share data has been restated to re ect a 10% stock dividend paid on December 28, 2011.
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Consolidated Statement of Shareholders’ Equity

Elmira Savings Bank and Subsidiaries

Accumulated

(inthousands,lexceptiforishare! Preferred Common Additional Retained Treasury other Noncontrolling Total
andlperisharelamounts) Stock Stock ceiiln eamnings Stock comprehensive  Interest 2
Capital income

Balance at December 31, 2010 $18,481 2,090 35,065 3,353 (3,548) 958 52 56,451
Comprehensivellncome:l

Net unrealized gain on securities

available for sale, net of

reclassi cation adjustment,

netlofitaxeslofi$606! I U0 -1 00 I 9601 1 H 0 960!
Netlincomell 000 0 0 00 5,0291 101 0 50 [ 5,034]
TotallComprehensivellncomel 11 00 011 00 10 11 I 1 5,994
10%stockldividend((196,819Ishares)! 00 19711 2,9601 (3,157) 4 0 S Q00 -
Cashlinllieulofifractionallshareslresulting
fromlal10%stockidividend! A0 S I (3)1 1 11 I (3)
Stocklbasedicompensationlexpense! -0 Sl 360111 Sl 0 - 0010 360!
Issuanceloflcommonishares]
(3,128lshares)! IO 301 (30 I 0 Sl 0 01 -
Exerciselofistockloptions,netl
(2,714ishares)! 00 30 200 1 0 4 S Q00 23
Preferredistocklredemption’(9,0903shares)!  (9,033)[ CII I (57)10 I 11 10 (9,090

Per share data has been restated to re ect the 10% stock dividend paid on December 28, 2011.

To the Board of Directors and Shareholders of EImira Savings Bank and subsidiaries
Welhavelaudited,linflaccordancelwithithelstandardslofithePublic.CompanylAccountinglOversightiBoardl(UnitedStates),ithelconsolidatedibalance!
sheetslof EImiralSavingsiBankl(the*Bank™)landlsubsidiariesliasiofDecemberi31,12011land2010,landlthelrelated.consolidatedistatementsiofiincome,
shareholdersTequity,/andicashifows](notlpresentediherein);forleachlofithelthreelyearsiinithelperiodlendediDecemberi31,12011,landlinlourlreport]
dated!March13,12012, welexpressedlaniunqualifediopinionionithoselconsolidated:fnancialistatements.l!

Inlourlopinion,’thelinformationisetiforthlinithelaccompanyinglcondensediconsolidatedIfnanciallstatementsisifairlylstated,linlallimaterialirespects,lin!
relation to the consolidated nancial statements from which it has been derived.
A A ) A~
7, 0. /i goits, A
Wexford,lPennsylvania
March 13,2012
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ELMIRA SAVINGS BANK BOARD OF DIRECTORS

John R. Alexander John Brand, IlI Anthony J. Cooper George L. Howell
Corporate Secretary of the Board Vice Chairman of the Board President Chairman of the Board
Sayles & Evans Arnot Realty Corporation Arnot Health F.M. Howell & Company

A. Scott Welliver Kristin A. Swain Michael P. Hosey Donald G. Quick, Jr.
Chairman President President Retired Partner
Chief Executive Officer Corning Incorporated Foundation Chief Executive Officer Mengel, Metzger, Barr & Co. LLP
Welliver McGuire, Inc. Elmira Savings Bank

Thomas M. Carr Katherine H. Roehlke Arie J. van den Blink Marianne W. Young
Executive Vice President President Chairman President
Chief Operating Officer Chief Executive Officer Chief Executive Officer Market Street Trust Company
Elmira Savings Bank F.M. Howell & Company The Hilliard Corporation
o2
o\\|,’o
L]
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Elmira Savings Bank
O cesinthe ’ Finger Lakes

Finger Lakes Region Region

b=

s

Moravia o« o
o.&',’.
8 .
Cortland Loan Center ° .l!\. ° E I m ' ra
S Trphammer Savings Bank
Commons Ithaca Loan Center The People’s Bank
South Meadow

Montour Falls

Big Flats % Horseheads
Corning ot Mall

West EImira EImira
New York Southport
Pennsylvania
New Elmira Savings Bank Big Flats Office
MAIN OFFICE HORSEHEADS OFFICE CORNING OFFICE TRIPHAMMER OFFICE

333 East Water Street
Elmira, NY 14902-9967
607-734-3374

WEST ELMIRA OFFICE
930WestIChurchiStreet
Elmira, NY 14905
607-734-3374

SOUTHPORT OFFICE
1136lPennsylvanialAvenue
Elmira, NY 14904
607-734-3374

2149]GrandICentral’Avenue
Horseheads, NY 14845
607-734-3374

ARNOT MALL OFFICE**
Entrancel4l-CenteriCourt
Horseheads, NY 14845
607-734-3374

BIG FLATS OFFICE
971CountylRoutel64
Big Flats, NY 14841
607-739-2180

*ATMlavailablelatlallllocationsiexceptiforithe!
MontourlFallslOFcelandCortlandiLoanICenter.

**AtithelcloseloflbusinessioniMayi4,12012]thelArnot/MalllOFce!l

willlbelrelocatedito’thelBiglFlats!OFcelat’971ICounty!Routel64,BiglFlats,NY.

19 East Market Street, Suite 101

Corning,INYI14830
607-962-0812

ITHACA LOAN CENTER
301 East State Street
Ithaca,INY[14850
607-257-3584

COMMONS OFFICE
301 East State Street
Ithaca,INY[14850
607-272-1111

SOUTH MEADOW OFFICE
702 South Meadow Street
Ithaca,INYI14850
607-272-2211
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2300 North Triphammer Road
Ithaca,INYI14850
607-257-8808

MORAVIA OFFICE
142 Main Street
Moravia, NY 13118
315-497-1300

MONTOUR FALLS OFFICE*
401 West Main Street, Suite 110
Montour Falls, NY 14865
607-535-4026

CORTLAND LOAN CENTER*
77 South West Street
Homer, NY 13077
607-749-7251
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