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PART I

FORWARD-LOOKING STATEMENTS

When used in this Annual Report the words or pterdedl likely result”, “are expected to”, “will cotinue”, “is anticipated”, “estimate”, "project”
or similar expression are intended to identify fard-looking statementsiithin the meaning of the Private Securities Litign Reform Act o
1995. Such statements are subject to certain askisuncertainties. By identifying these forwéodking statements for you in this manner,
Company is alerting you to the possibility thatattual results and financial condition may diffeossibly materially, from the anticipated res
and financial condition indicated in these forwdodking statements. Important factors that couldseathe Compang’actual results and financ
condition to differ from those indicated in thevi@rd-looking statements include, among others ghiiscussed under “Risk Factoms™Part I, Iten
1A of this Annual Report on Form 10-K. These risk®l uncertainties should be considered in evalgdtrwardiooking statements and unc
reliance should not be placed on such statemehts Cbmpany wishes to caution readers not to pladeaireliance on any such forwdabking
statements, which speak only as of the date m&@te.Company wishes to advise readers that therfalisted above could affect the Company’
financial performance and could cause the Compaagtual results for future periods to differ miaty from any opinions or statements expre:
with respect to future periods in any current stegpts. Additionally, all statements in this docmtnéncluding forwardooking statements, spe
only as of the date they are made, and the Compadgrtakes no obligation to update any statemelightibof new information or future events.

SIGNIFICANT REGULATORY DEVELOPMENTS

The Company is engaged in the financial servicdastry. This industry has undergone, and will nigsty further undergo, significant regulat
developments. Significant regulatory developmesdsof the date of this report are described in “fRegulation and Supervisiondectior
below. The regulatory landscape changes nearly dad readers are cautioned not to rely solelyherdisclosures contained herein.

ITEM 1: BUSINESS
GENERAL
Pathfinder Bancorp, Inc.

Pathfinder Bancorp, Inc. (the "Company") is a Fatlgrchartered midier holding company headquartered in Oswego, NeskY The primar
business of the Company is its investment in Padlefi Bank (the "Bank"). The Company is majorityned by Pathfinder Bancorp, M.H.C.
federallychartered mutual holding company (the "Mutual HofdiCompany”). At December 31, 2008, the Mutualdihg Company hel
1,583,239 shares of the Company’s common stock rffi@on Stock”)and the public held 901,593 shares of Common S{tuk "Minority
shareholders"). At December 31, 2008, Pathfinderd®rp, Inc. had total assets of $352.8 milliotgltdeposits of $269.4 million and shareholc
equity of $19.5 million.

The Company's executive office is located at 214W\Fast Street, Oswego, New York and the telephramaber at that address is (315) 343-0057.
Pathfinder Bank

The Bank is a New Yorkhartered savings bank headquartered in Oswego,Yéekv The Bank operates from its main office adlwas six branc
offices located in its market area consisting ofv®go County and the contiguous counties. The Badposits are insured by the Federal De
Insurance Corporation ("FDIC"). The Bank was obi@d as a New York savings bank in 1859 as OswetyoSavings Bank. The Bank is
customereriented institution dedicated to providing mortgdgans and other traditional financial servicegd@ustomers. The Bank is commi
to meeting the financial needs of its custome®@swego County, New York, and the contiguous coantie




The Bank is primarily engaged in the business wéeting deposits from the general public in thelBs market area, and investing such dep
together with other sources of funds, in loans ety one- to foufamily residential real estate and commercial esihte. At December !
2008, $190.4 million, or 76% of the Bank's totargortfolio consisted

of loans secured by real estate, of which $1351Bomj or 71%, were loans secured by one- to fiamily residences and $55.1 million, or 2¢
were secured by commercial real estate. Additign&R4.4 million, or 10%, of total loans, were sezd by second liens on residential prope
that are classified as consumer loans. The Bas& atiginates commercial and consumer loans thatetb $30.7 million and $3.5 millic
respectively, or 14%, of the Bank's total loan fobid at December 31, 2008. The Bank invests di@ornof its assets in securities issued by
United States Government and its agencies and sphenterprises, state and municipal obligationgporate debt securities, mutual funds,
equity securities. The Bank also invests in ma@égaacked securities primarily issued or guaranteedJhited States Government sponst
enterprises. The Bank's principal sources of fuads deposits, principal and interest paymentsocamd and borrowings from correspont
financial institutions. The principal source otdme is interest on loans and investment securifie® Bank's principal expenses are interest
on deposits, and employee compensation and benefits

Pathfinder Bank formed a New York state charteiedtéd purpose commercial bank subsidiary, Pat®fin@ommercial Bank, in October
2002. Pathfinder Commercial Bank was establisbextve the depository needs of public entitiessimarket area.

In April 1999, the Bank established Pathfinder REIlfic., a New York corporation, as the Bank's wjalvned real estate investment t
subsidiary. At December 31, 2008, Pathfinder REHE, held $21.7 million in mortgages and mortgagjated assets. All disclosures in this F
10-K relating to the Bank's loans and investmemtiide loans and investments that are held by iRdérfREIT, Inc.

The Bank also has 100% ownership in Whispering @akgelopment Corp., a New York corporation, whishiétained in case the need to op¢
or develop foreclosed real estate emerges. Thsdiary is currently inactive.

In addition, the Company has a noconsolidated Delaware statutory trust subsidiaathfhder Statutory Trust Il, of which 100% of themmor
equity is owned by the Company. Pathfinder Stajutoust Il was formed in connection with the issoe of trust preferred securities.

Employees

As of December 31, 2008, the Bank had 89 full-tiemeployees and 18 paithe employees. The employees are not represdaytedcollectivi
bargaining unit and we consider our relationshighwur employees to be good.

MARKET AREA AND COMPETITION

The economy in the Bank's market area is manufiagtariented and is also significantly dependent up@nState University of New York Colle
at Oswego. The major manufacturing employers i Bank's market area are Entergy Nuclear Northédmtelis, Constellation, NRG a
Huhtamaki. The Bank is the largest depositoryitumsdn headquartered in Oswego County. Howeuee, Bank encounters competition fror
variety of sources. The Bank's business and dpgragsults are significantly affected by the gaheconomic conditions prevalent in its ma
areas.

The Bank encounters strong competition both iraeting deposits and in originating real estate doamnd other loans. Its most direct compet
for deposits has historically come from commerbiahks, savings banks, savings associations and aredns in its market area. Competition
loans comes from such financial institutions asl @glmortgage banking companies. The Bank competateposits by offering depositors a t
level of personal service and a wide range of cditiyvaly priced financial services. The Bank cortgsefor real estate loans primarily through
interest rates and loan fees it charges and adiweytias well as by originating and holding ingtstfolio mortgage loans which do
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not necessarily conform to secondary market undeéngrstandards. The recent turmoil in the resi@dmortgage sector of the United States
economy has caused certain competitors to be tfesgtiee in the market place. While Central Newrk'did not experience the level of speculative
lending and borrowing in residential real estatd tras deeply impacted other regions on a natlwas, certain mortgage brokers and finance
companies are either no longer operating, or haviéeld aggressive lending practices. Additionadlyg,certain money centers and large regional
banks grapple with current economic conditions thedrelated credit crisis, their ability to compateeffectively has been muted. Management
believes that these conditions have created a wirefaeduced competition for residential loans, &md lesser extent, commercial real estate I

REGULATION AND SUPERVISION
General

The Bank is a New Yorkhartered stock savings bank and its deposit atscane insured up to applicable limits by the FDRKZough thi
Deposit Insurance Fund (“DIF ”). The Bank is ®dbjto extensive regulation by the New York StatéalBng Department (the “Departmentag
its chartering agency, and by the FDIC, as its diégasurer and primary federal regulator. The Bés required to file reports with, and
periodically examined by, the FDIC and the Superident of the Department concerning its activiies financial condition and must obt
regulatory approvals prior to entering into certéiansactions, including, but not limited to, masgevith or acquisitions of other bank
institutions. The Bank is a member of the Fedei@ine Loan Bank of New York (“FHLBNY”and is subject to certain regulations by the Fd
Home Loan Bank System. The Company and the Miftolling Company are federally chartered. Consetlyethey are subject to regulations
the Office of Thrift Supervision ("OTS") as savingsd loan holding companies. Any change in sugalations, whether by the Department,
FDIC, or the OTS could have a material adverse anpa the Bank, the Company or the Mutual Holdirgrpany.

Regulatory requirements applicable to the Bank@bmpany and the Mutual Holding Company are refetoebelow or elsewhere herein.
Recent Regulatory Developments

In response to the financial crises affecting theking system and financial markets and going aontiereats to investment banks and ¢
financial institutions, on October 3, 2008, the Egemcy Economic Stabilization Act of 2008 (the “E&¥P was signed into law. EESA provid
among other things, for a Troubled Assets Reliefam (“TARP”),under which the U.S. Department of the Treasurythasuthority to purcha
up to $700 billion of securities and certain otfieancial instruments from financial institutionsrfthe purpose of stabilizing and providing liqiy
to the U.S. financial markets.

On October 14, 2008, the Treasury Department argezlia Capital Purchase Program (“CP@&ijler the TARP pursuant to which it would acq
equity investments, usually preferred stock, inksaeind thrifts and their holding companies. Pgudittng financial institutions also were require
adopt the Treasury Departmenstandards for executive compensation and cogg@ternance for the period during which the depant hold
equity issued under the CPP. We have filed ani@adjin to receive an investment of up to approxetya$7 million under the CPP. Howe\
Treasury has not yet provided the terms for CPRgization by companies in the mutual holding comp&rm of organization. Accordingly, \
have not yet determined whether or not we will at@eCPP investment, or the amount of such invastnfeour application is approved. When
terms for CPP patrticipation by companies in theualuholding company structure are announced bysliryawe will evaluate whether to pur:
participation in the program.

On February 10, 2009, Treasury announced its Qajdsistance Program (“CAPQnder which Treasury will make capital availablditancia
institutions through Treasury’purchase of cumulative mandatorily convertiblefgmred stock. The preferred shares will mandatariinvert t
common stock after seven years. Prior to that time preferred shares are convertible in wholengairt at the option of the institution, subjec
the approval of the institution’s primary federagjulator. Institutions that have received an ibmesit
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from Treasury under the CPP may use proceeds fnenCAP to redeem preferred shares issued in the €ffffetively exchanging the prefer
stock sold under the CPP for CAP

convertible preferred stock. As with the CPP, $teg has not yet provided the terms for CAP paréitton by companies in the mutual holc
company structure. Accordingly, we have not yaedeined whether we will apply for or accept a CRestment. When the terms for C
participation by companies in the mutual holdingnpany structure are announced by Treasury, weewdluate whether to pursue participatio
the program.

On December 22, 2008, the FDIC published a finkd thiat raises the current deposit insurance assedggates uniformly for all institutions by
basis points (to a range from 12 to 50 basis ppéftective for the first quarter of 2009. On FRedmy 27, 2009, the FDIC also issued a final ruéd
revises the way the FDIC calculates federal depsitrance assessment rates beginning in the sec@mter of 2009. Under the new rule, the
base assessment rate will range from 7 to 77.5 lpasnts of the institutios’ deposits, depending on the risk category of rilsétiition and th
institution’s levels of unsecured debt, secured liabilitiesl larokered deposits. Additionally, the FDIC issaedinterim rule that would impost
special 20 basis points assessment on June 30, 200¢h would be collected on September 30, 2008wéler, the FDIC has indicatec
willingness to decrease the special assessmei® badis points under certain circumstances conugthie overall financial health of the insura
fund. Special assessments of 10 and 20 basis psmikl result in additional expense of approximat®300,000 to $600,000, respectively.
interim rule also allows for additional special essments.

On October 14, 2008, the FDIC announced the Tempdrauidity Guarantee Program (“TLGP”)This program has two components. |
guarantees newly issued senior unsecured debegfaticipating organizations, up to certain lingtgablished for each institution, issued bet
October 14, 2008 and June 30, 2009. The other coemiaf the program provides full FDIC insuranceerage for noriaterest bearing transacti
deposit accounts, regardless of dollar amount| Dettember 31, 2009. An annualized 10 basis paséssment on balances in nonintebestring
transaction accounts that exceed the existing depwmrance limit of $250,000 will be assessed aouarterly basis to insured deposi
institutions participating in this component of theGP. The Company has chosen to participate th bomponents of the TLGP. The additic
expense related to this coverage is not expectbd gignificant for Pathfinder Bank.

The American Recovery and Reinvestment Act of 20@RRA”"), more commonly known as the economic stimulus omegoc recover
package, was signed into law on February 17, 209®Rresident Obama. ARRA includes a wide varidtprograms intended to stimulate
economy and provide for extensive infrastructumeergy, health, and education needs. In additioRRA imposes certain new execu!
compensation and corporate expenditure limits bewatent and future TARP recipients until the piéent has repaid the Treasury, which is
permitted under ARRA without penalty and withoue theed to raise new capital, subject to the Trg&swonsultation with the recipierst’
appropriate regulatory agency.

New York State Banking Law and FDIC Regulation

The Bank derives its lending, investment and othghority primarily from the applicable provision$ New York State Banking Law and -
regulations of the Department, as limited by FDEgulations. In particular, the applicable provisiosf New York State Banking Law a
regulations governing the investment authority aativities of an FDIC insured statbartered savings bank have been substantiallyelihby th
Federal Deposit Insurance Corporation Improvemesitoh 1991 ("FDICIA") and the FDIC regulations igsupursuant thereto. Under these
and regulations, savings banks, including the Bandy invest in real estate mortgages, consumercantinercial loans, certain types of ¢
securities, including certain corporate debt s¢iesriand obligations of federal, state and localegoements and agencies, certain types of corg
equity securities and certain other assets. Nevk Ytate chartered savings banks may also investilsidiaries under their service corpore
investment authority. A savings bank may usepbiser to invest in corporations that engage inowariactivities authorized for savings banks,
any additional activities, which may be authoribgtthe Banking Board. Under FDICIA and the FDI@igplementation of regulations, the Bagk’
investment and service corporation activities anitéd to activities permissible for a national kamless the FDIC otherwise permits it.

The FDIC and the Superintendent have broad enfueneauthority over the Bank. Under this authotityg FDIC and the Superintendent have the
ability to issue formal or informal orders to carreiolations of laws or unsafe or unsound bankirartices.
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FDIC Insurance on Deposits

The Bank is a member of the DIF, which is admimedeby the FDIC. Deposits are insured up to appli limits by the FDIC and such insura
is backed by the full faith and credit of the UGvernment.

The Federal Deposit Insurance Reform Act of 2005 signed into law on February 8, 2006, and givesRDIC increased flexibility in assess
premiums on banks and savings associations, inguttie Bank, to pay for deposit insurance and inagang its deposit insurance reserves.
reform legislation provided a credit to all insuiiedtitutions, based on the amount of their insutegosits at yeagnd 1996, to offset the premiu
that they may be assessed; combined the BIF an& 8Aform a single Deposit Insurance Fund; incréadeposit insurance to $250,000
Individual Retirement Accounts; and authorizedatifinbased increases in deposit insurance on other atscevery 5 years. In 2008, Congress
temporarily extended the $250,000 insurance limélt other depositor accounts through DecembeGQ9.

The credit provided by the 2005 Act is determinedda on the assessment base of the institutioh@scember 31, 1996 as compared with

combined aggregate assessment base of all eligitieutions as of that date. Those institutiongihg credits could use them to offset up to 1!
of the 2007 DIF assessment, and if not completedun 2007, may apply the remaining credits tomote than 90% of each of the aggre
2008, 2009 and 2010 DIF assessments. Pathfindes 8ffset 90% of its DIF assessments with availabietime assessment credits for the

two quarters of 2008 and took the remaining balasfcéhe credit against the third quarter assessnkantthe first nine months of 2008, cre
utilized to offset amounts assessed for PathfiBdark totaled $76,000. Fourth quarter 2008 assedsrfmmPathfinder Bank, which will be asses
in March 2009 and will not be offset by creditss astimated to be approximately $45,000.

See the discussion of recent regulatory developnehating to the FDIC and its anticipated impacttbe Company discussed above unde
caption “ Recent Regulatory Developments ” .

Regulatory Capital Requirements

The FDIC has adopted ridgdased capital guidelines to which the Bank is sutbjéhe guidelines establish a systematic analytieanework tha
makes regulatory capital requirements more seesitivdifferences in risk profiles among bankingamigations. The Bank is required to main
certain levels of regulatory capital in relationregulatory risk-weighted assets. The ratio of stegulatory capital to regulatory riskeightec
assets is referred to as the Bank's "risk-baseifataptio.” Risk-based capital ratios are detemdimby allocating assets and specified lmfanc
sheet items to four riskeighted categories ranging from 0% to 100%, witkhér levels of capital being required for the gatgées perceived
representing greater risk.

These guidelines divide a savings bank's capital two tiers. The first tier ("Tier I") includes oonon equity, retained earnings, certain non-
cumulative perpetual preferred stock (excludingtiancrate issues) and minority interests in equaitgounts of consolidated subsidiaries,
goodwill and other intangible assets (except maggaervicing rights and purchased credit card ioglghips subject to certain limitatior
Supplementary ("Tier II") capital includes, amonther items, cumulative perpetual and long-term thaHife preferred stock, mandatc
convertible securities, certain hybrid capital instents, term subordinated debt and the allowanocdofin and lease losses, subject to ce
limitations, less required deductions. Savings Baale required to maintain a total risksed capital ratio of at least 8%, and a Tiesk bhase
capital level of at least 4%.

In addition, the FDIC has established regulatioesgribing a minimum Tier | leverage ratio (Tierdpital to adjusted total assets as specifiedé

regulations). These regulations provide for a mimn Tier | leverage ratio of 3% for banks that megstain specified criteria, including that tl
have the highest examination rating and are notmapcing or
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anticipating significant growth. All other banksaequired to maintain a Tier | leverage ratio @f 8lus an additional cushion of at least 100 tc
basis points. The FDIC and the other federal banpkégulators have proposed amendments to theimmin capital regulations to provide that
minimum leverage capital ratio for a depositorytitmgion that has been assigned the highest corgoaiing of 1 under the Uniform Financ
Institutions Rating System will be 3% and that theimum leverage capital ratio for any other defwogiinstitution will be 4% unless a higt
leverage capital ratio is warranted by the paréicaircumstances or risk profile of the depositimistitution. The FDIC may, however, set hig
leverage and riskased capital requirements on individual institssiovhen particular circumstances warrant. Savirgysk® experiencing
anticipating significant growth are expected tomin capital ratios, including tangible capitakjiimns, well above the minimum levels.

Limitations on Dividends and Other Capital Distributions

The FDIC has the authority to use its enforcemenwgrs to prohibit a savings bank from paying divid if, in its opinion, the payment
dividends would constitute an unsafe or unsoundtjpex Federal law also prohibits the paymentividénds by a bank that will result in the b
failing to meet its applicable capital requiremeaitsa pro forma basis. New York law also restribtss Bank from declaring a dividend that wc
reduce its capital below the amount that is reguicebe maintained by state law and regulatione Tompany is also subject to the OTS ca
distribution rules by virtue of being an OTS redethsavings and loan holding company.

Prompt Corrective Action

The federal banking agencies have promulgated aégnb to implement the system of prompt correctigtion required by federal law. Under
regulations, a bank shall be deemed to be (i) "eaglitalized" if it has total risk-based capitall®®o or more, has a Tier | ridkased capital ratio
6% or more, has a Tier | leverage capital rati®%f or more and is not subject to any written cdjpitder or directive; (ii) "adequately capitaliz
if it has a total risk based capital ratio of 8%nwore, a Tier | riskbased capital ratio of 4% or more and a Tier | lage capital ratio of 4% or mc
(3% under certain circumstances) and does not theedefinition of "well capitalized"; (iii) "undeapitalized" if it has a total riskased capit
ratio that is lessthan 8%, a Tier | riskbased capital ratio that is less than 4% or a [Migverage capital ratio that is less than 4% (3tdeun certai
circumstances); (iv) "significantly undercapitalti?ef it has a total risk-based capital ratio tigtess than 6%, a Tier | ridkased capital ratio that
less than 3% or a Tier | leverage capital ratid thdess than 3%; and (v) "critically undercapited"” if it has a ratio of tangible equity to totaset
that is equal to or less than 2%. Federal lawragdlations also specify circumstances under whiébderal banking agency may reclassify a
capitalized institution as adequately capitalized may require an adequately capitalized institutaocomply with supervisory actions as if it w
in the next lower category (except that the FDIG/mat reclassify a significantly undercapitalizegtitution as critically undercapitalized).

The Bank currently meets the criteria to be clées$ifis a "well capitalized" savings institution.
Transactions With Affiliates and Insiders

Under current federal law, transactions betweerosiggry institutions and their affiliates are gaved by Sections 23A and 23B of the Fec
Reserve Act and its implementing regulations. Afiliafe of a savings bank is any company or entiitst controls, is controlled by, or is un
common control with the savings bank, other thaulasidiary of the savings bank. In a holding conypaontext, at a minimum, the parent holc
company of a savings bank, and any companies thatantrolled by such parent holding company, #fidases of the savings bank. Genera
Section 23A limits the extent to which the savibgsk or its subsidiaries may engage in "coveratsaetions" with any one affiliate to an amc
equal to 10% of such savings bank's capital stocksairplus and contains an aggregate limit onuah gransactions with all affiliates to an amc
equal to 20% of such capital stock and surplus. fBne "covered transaction" includes the makindoahs or other extensions of credit tc
affiliate; the purchase of assets from an affiligle purchase of, or an investment in, the seesrdf an affiliate; the acceptance of securitiean
affiliate as collateral for a loan or extensiorcoddit to any person; or issuance of a guarantee,
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acceptance, or letter of credit on behalf of ailiatié. Section 23A also establishes specific ¢efid requirements for loans or extensions of ¢
to, or guarantees, acceptances on letters of desdied on behalf of an affiliate. Section 23B isggithat covered transactions and a broad |
other specified transactions be on terms substymtiee same, or no less favorable, to the savivags or its subsidiary as similar transactions
nonaffiliates.

Further, Section 22(h) of the Federal Reserve Adtits implementing regulations restrict a savibgek with respect to loans to directors, execi
officers, and principal stockholders. Under Sec@&th), loans to directors, executive officers atmtkholders who control, directly or indirec
10% or more of voting securities of a savings banll certain related interests of any of the fonegomay not exceed, together with all o
outstanding loans to such persons and affiliatedies) the savings bank's total unimpaired captadl unimpaired surplus. Section 22(h)
prohibits loans above amounts prescribed by theoppiate federal banking agency to directors, etteelofficers, and stockholders who con
10% or more of voting securities of a stock savibgsk, and their respective related interests,ssrdeich loan is approved in advance by a ma
of the board of directors of the savings bank. Ainyerested" director may not participate in theing. Further, pursuant to Section 22(h), loar
directors, executive officers and principal stodklees must generally be made on terms substanttalysame as offered in comparable transac
to other persons. Section 22(g) of the Federal iReg&ct places additional limitations on loans xeeutive officers.

Federal Holding Company Regulation

General. The Company and the Mutual Holding Company araiersified savings and loan holding companie$iwithe meaning of the Hor
Owners' Loan Act. The Company and the Mutual H@dCompany are registered with the OTS and areesuty) OTS regulations, examinatic
supervision and reporting requirements. As suwh QTS has enforcement authority over the Compadytlze Mutual Holding Company, and tt
non-ssavings institution subsidiaries. Among other gisinthis authority permits the OTS to restrict ostpbit activities that are determined to
serious risk to the subsidiary savings institution.

Permitted Activities. Under OTS regulation and policy, a mutual holdiegnpany and a federally chartered riai-holding company, such as
Company, may engage in the following activitie¥irfvesting in the stock of a savings associat{@hacquiring a mutual association through
merger of such association into a savings assoniaubsidiary of such holding company or an intes@avings association subsidiary of s
holding company; (iii) merging with or acquiringa@her holding company, one of whose subsidiaries $avings association; (iv) investing i
corporation, the capital stock of which is avaiabbr purchase by a savings association underdet®y or under the law of any state where
subsidiary savings association or associationsesthair home offices; (v) furnishing or performinganagement services for a savings assoc
subsidiary of such company; (vi) holding, managindjquidating assets owned or acquired from arsgs/subsidiary of such company; (vii) holc
or managing properties used or occupied by a savasgociation subsidiary of such company; (viifjrcas trustee under deeds of trust; (ix)
other activity (A) that the Federal Reserve Boamdregulation, has determined to be permissiblébfork holding companies under Section 4(
the Bank Holding Company Act of 1956, unless theeBtor of the OTS, by regulation, prohibits or lisnany such activity for savings and |
holding companies; or (B) in which multiple savirgsd loan holding companies were authorized (bwlegign) to directly engage on Marct
1987; (x) any activity permissible for financialldimg companies under Section 4(k) of the Bank lihgdCompany Act, including securities ¢
insurance underwriting; and (xi) purchasing, haigliar disposing of stock acquired in connectiorhvaitqualified stock issuance if the purchas
such stock by such savings and loan holding comjmapproved by the Director. If a mutual holdicwmpany acquires or merges with anc
holding company, the holding company acquired ertblding company resulting from such merger owigition may only invest in assets
engage in activities listed in (i) through (xi) aeg and has a period of two years to cease anyonforening activities and divest of a
nonconforming investments.

The Home Owners' Loan Act prohibits a savings avah lholding company, directly or indirectly, ordhgh one or more subsidiaries, ft

acquiring another savings association or holdingnmany thereof, without prior written approval oBt®OTS. It also prohibits the acquisitior
retention of, with certain exceptions, more thand@% nonsubsidiary savings
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association, a nonsubsidiary holding company, nom@subsidiary company engaged in activities othan those permitted by the Home Owr
Loan Act; or acquiring or retaining control of arsiitution that is not federally insured. In eatlng applications by holding companies to acc
savings associations, the OTS must consider tlamdial and managerial resources, future prospddtseccompany and association involved,
effect of the acquisition on the risk to the inswom fund, the convenience and needs of the comynaini competitive factors.

The OTS is prohibited from approving any acquisitihat would result in a multiple savings and Idasiding company controlling savin
associations in more than one state, subject toexeeptions: (i) the approval of interstate supgmy acquisitions by savings and loan holi
companies, and (ii) the acquisition of a savingditation in another state if the laws of the stit¢he target savings institution specifically ipé
such acquisitions. The states vary in the extemthich they permit interstate savings and loawlingl company acquisitions.

Waivers of Dividends by Mutual Holding Company OTS regulations require the Mutual Holding Comp#m notify the OTS of any propos
waiver of its receipt of dividends from the Compariyhe OTS may object to such waivers.

Conversion of the Mutual Holding Company to Stoclofn . OTS regulations permit the Mutual Holding Companmyconvert from the mutu
form of organization to the capital stock form efanization (a "Conversion Transaction"). There ba no assurance when, if ever, a Conve
Transaction will occur, and the Board of Directéi@s no current intention or plan to undertake av€mion Transaction. In a Convers
Transaction a new holding company would be formedhe successor to the Company (the "New Holdingh@amy"), the Mutual Holdir
Company's corporate existence would end, and oedgiositors of the Bank would receive the righsubscribe for additional shares of the I
Holding Company. In a Conversion Transaction, eslecare of common stock held by stockholders othan the Mutual Holding Compa
("Minority Stockholders") would be automatically roeerted into a number of shares of common stocth@fNew Holding Company determir
pursuant to an exchange ratio that ensures thabrdinStockholders own the same percentage of comstack in the New Holding Company
they owned in the Company immediately prior to @@nversion Transaction. Under OTS regulations,dviip Stockholders would not be dilut
because of any dividends waived by the Mutual HgdCompany (and waived dividends would not be @ersid in determining an appropri
exchange ratio), in the event the Mutual Holdingrpany converts to stock form. The total numbeshares held by Minority Stockholders aft
Conversion Transaction also would be increased oy urchases by Minority Stockholders in the stadfering conducted as part of -
Conversion Transaction.

Federal Securities Law

The common stock of the Company is registered #ith SEC under the Securities Exchange Act of 1834amended (“Exchange ActThe
Company is subject to the information, proxy stditton, insider trading restrictions and other iegments of the SEC under the Exchange Act.

The Company Common Stock held by persons who éitetafs (generally officers, directors and priralistockholders) of the Company may
be resold without registration or unless sold iooadance with certain resale restrictions. If@wmpany meets specified current public informe
requirements, each affiliate of the Company is ableell in the public market, without registrati@limited number of shares in any thraentt
period.

Federal Reserve System
The Federal Reserve Board requires all deposittsijtiutions to maintain noninterelséaring reserves at specified levels against thamsactio

accounts (primarily checking, money managementN@®iV checking accounts). At December 31, 2008,Bark was in compliance with the
reserve requirements.
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Federal Community Reinvestment Regulation

Under the Community Reinvestment Act, as amendeel [€CRA"), as implemented by FDIC regulations, &irsgs bank has a continuing ¢
affirmative obligation, consistent with its safedasound operation, to help meet the credit needs ehtire community, including low and mode
income neighborhoods. The CRA does not establgtific lending requirements or programs for firiahénstitutions nor does it limit ¢
institution's discretion to develop the types addarcts and services that it believes are bestdstatéts particular community, consistent with
CRA. The CRA requires the FDIC, in connection withexamination of a savings institution, to assbe institution's record of meeting the cr
needs of its community and to take such recordantmunt in its evaluation of certain applicatibyssuch institution. The CRA requires the Fl
to provide a written evaluation of an institutio€RA performance utilizing a fourered descriptive rating system. The Bank's taBfRA rating
was "satisfactory."

New York State Community Reinvestment Regulation

The Bank is subject to provisions of the New Yorat8 Banking Law which impose continuing and affitime obligations upon banki
institutions organized in New York State to serkie tredit needs of its local community ("NYCRA") iath are substantially similar to thc
imposed by the CRA. Pursuant to the NYCRA, a bamlst file an annual NYCRA report and copies of falleral CRA reports with tl
Department. The NYCRA requires the Department akera biennial written assessment of a bank's danga with the NYCRA, utilizing a four-
tiered rating system and make such assessmenalaleaib the public. The NYCRA also requires th@&intendent to consider a bank's NYC
rating when reviewing a bank's application to emgagcertain transactions, including mergers, apsethases and the establishment of br
offices or automated teller machines, and provitlassuch assessment may serve as a basis foerfa df any such application.

The Bank's NYCRA rating as of its latest examimatizas "satisfactory."
The USA PATRIOT Act

The USA PATRIOT Act (“the PATRIOT Act"was signed into law on October 26, 2001. The PATRAct gives the federal government r
powers to address terrorist threats through enltadomestic security measures, expanded surveillpaeers, increased information sharing
broadened antinoney laundering requirements. The PATRIOT Acbalsquires the federal banking agencies to take @unsideration tf
effectiveness of controls designed to combat mdaaydering activities in determining whether to mqy@ a merger or other acquisition applica
of a member institution. Accordingly, if the Conmyawere to engage in a merger or other acquisitidescontrols designed to combat mo
laundering would be considered as part of the egftin process. The Company and the Bank havélisstad policies, procedures and syst
designed to comply with these regulations.

Sarbanes-Oxley Act of 2002

The Sarbanes-Oxley Act of 2002 (“Sarbanes Oxleydy wigned into law on July 30, 2002. SarbaDeley is a law that addresses, among ¢
issues, corporate governance, auditing and acemyrgxecutive compensation, and enhanced and tidistyosure of corporate information.
directed by Section 302(a) of Sarbanes-Oxley, tm@anys Chief Executive Officer and Chief Financial Oéficare each required to certify t
the companys quarterly and annual reports do not contain ariyue statement of a material fact. The rules hsxeeral requirements, includ
having these officers certify that: they are resiole for establishing, maintaining and regulanleating the effectiveness of our internal cors;
they have made certain disclosures to our audéndsthe audit committee of the Board of Directdsswd our internal controls; and they h
included information in our quarterly and annugbaes about their evaluation and whether there Hsen significant changes in our inte
controls or in other factors that could signifidgrffect internal controls subsequent to the eatdin. Recently revised dates for compliance
Section 404 have given natcelerated filers some relief by extending thee dat compliance with auditor attestation requirateeto the ye:
ending December 31, 2009. We have existing paliggeocedures and systems designed to comply hetfetregulations, and are further enhar
and documenting such policies, procedures andregstie ensure continued compliance with these régoka
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Emergency Economic Stabilization Act of 2008

The Emergency Economic Stabilization Act of 200BESA") was enacted on October 3, 2008. EESA endhéefederal government, under te
and conditions to be developed by the SecretarthefTreasury, to insure troubled assets, includitagtgagebacked securities, and coll
premiums from participating financial institutiorSESA includes, among other provisions: (a) theO#zilion Troubled Assets Relief Progr.
("TARP"), under which the Secretary of the Treasigauthorized to purchase, insure, hold, and &ellide variety of financial instrumer
particularly those that are based on or relatesalential or commercial mortgages originatedssuéd on or before March 14, 2008; and (I
increase in the amount of deposit insurance provimethe FDIC.

Under the TARP, the United States Department o&3uiey authorized a voluntary Capital Purchase Rrodgo purchase up to $250 billion of se
preferred shares of qualifying financial institutsothat elected to participate by November 14, 200& board of directors and manager
analyzed the potential merits of participatingtie Capital Purchase Program (“CPP”) of the TreaBapartmens TARP. It is the general view
the board and management that in the present mhteonomic risk environment, enhancing the Comjmogpital ratios is both prudent, given
current climate, and potentially opportunistic as nvove into the next business cycle. Additionallyy increase to capital will continue to sup
the Companys lending activities to individuals, families, abdsinesses in our community. In November, Patefigancorp, M.H.C., the mutt
holding company parent of Pathfinder Bancorp, ffiled its original application requesting CPP funddanagement is currently awaiting
response from the treasury relating to its appbeoat Treasury has yet to provide a term sheetnfatually chartered companies. Compa
participating in the CPP were required to adoptaierstandards relating to executive compensaifibe.terms of the CPP also limit certain use
capital by the issuer, including with respect tpurehases of securities and increases in dividends.

See the discussion of recent regulatory develomnetating to the Emergency Economic Stabilizatart of 2008and the economic recove
package discussed above under the caption “ R&mnitlatory Developments ” .

The Company maintains an Internet website locatediav.pathfinderbank.comn which, among other things, the Company make#ada, free
of charge, various reports that it files with orrfishes to the Securities and Exchange Commissgichyding its Annual Report on Form X)-
quarterly reports on Form 10-Q, and current repamt&orm 8K. The Company has also made available on its ieetts Audit Committee Charts
Compensation Committee Charter, Governance Gu@kliwhich serve as the Nominating / Governance Ctewis charter) and Code
Ethics. These reports are made available as seaeasonably practicable after these reports &d fith or furnished to the Securities .
Exchange Commission.

The Company's Annual Report on Form 10-K may besssd on the Company's website at www.pathfind&rbam/annualmeeting

FEDERAL AND STATE TAXATION
Federal Taxation

The following discussion of federal taxation iseimtded only to summarize certain pertinent federadrine tax matters and is not a comprehe
description of the tax rules applicable to the Campor the Bank.

Bad Debt Reserve. Prior to the Tax Reform Act of 1996 (“the 1996tActhe Bank was permitted to establish a reserveddrdebts and to ma

annual additions to the reserve. These additiontdc within specified formula limits, be deductiedarriving at the Bank's taxable income. /
result of the 1996 Act, the Bank must use the shraatk experience method in computing its bad debitidtion.
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Taxable Distributions and Recapture Prior to the 1996 Act, bad debt reserves creaitied to January 1, 1988 were subject to recaptice

taxable income should the Bank fail to meet certiaiift asset and definitionakests. New federal legislation eliminated thes#ttrelated

recapture rules. However, under current law, [@@8lreserves remain subject to recapture shoulBdh& cease to retain a bank or thrift charter or
make certain non-dividend distributions.

Minimum Tax . The Internal Revenue Code imposes an altematimimum tax ("AMT") at a rate of 20% on a baseezfular taxable income pl
certain tax preferences ("alternative minimum tdsatcome" or "AMTI"). The AMT is payable to thetent such AMTI is in excess of an
exemption amount. Net operating losses can dfisehore than 90% of AMTI. Certain payments ofral&ive minimum tax may be used as
credits against regular tax liabilities in futureays.

Net Operating Loss Carryovel. A financial institution may carry back net opérg losses to the preceding two taxable yearsfamvdard to th
succeeding 20 taxable years.

Neither the Internal Revenue Service or New Yoké&have examined our federal or state tax retuithén the past 5 year
State Taxation

New York Taxation. The Bank is subject to the New York State Frésefiax on Banking Corporations in an annual ameqgntl to the greater
(i) 7.1% of the Bank's "entire net income" allo@bb New York State during the taxable year, grtie applicable alternative minimum tax.
alternative minimum tax is generally the greater(@f0.01% of the value of the Bank's assets dilecado New York State with certe
modifications, (b) 3% of the Bank's "alternativeiennet income" allocable to New York State, or$250. Entire net income is similar to fed
taxable income, subject to certain modificationd afternative entire net income is equal to entigé income without certain modifications.
operating losses arising in the current periodtmnarried forward to the succeeding 20 taxablesyea

ITEM 1A: RISK FACTORS

The material risks and uncertainties that managebeieves affect the Company are described beldw. risks and uncertainties described b
are not the only ones facing the Company. Additioisks and uncertainties that management is nefrawf or that management currently de
immaterial may also impair the Compasiyusiness operations. This report is qualifiedsirentirety by these risk factors. If any of tledldwing
risks actually occur, the Company’s financial cdiedi and results of operations could be materiafigl adversely affected.

Changes in Interest Rates Can Have an Adverse Effiean Profitability

The Companys earnings and cash flows are largely dependent iippmet interest income. Net interest incomehés difference between inter
income earned on interest earning assets suchaas End investment securities and interest expegiskeon interest bearing liabilities suct
deposits and borrowed funds. Interest rates atdyhgensitive to many factors that are beyond tbhem@anys control, including general econotr
conditions, competition, and policies of variousrgmmental and regulatory agencies and, in paaicihe Board of Governors of the Fed
Reserve System. Changes in monetary policy, inatudhanges in interest rates, could influence nbt the interest the Company receives on |
and investment securities and the amount of intéreays on deposits and borrowings, but such gesrould also affect (i) the Compasigbility
to originate loans and obtain deposits, (ii) thi f@lue of the Companyg’ financial assets and liabilities, and (iii) theeege duration of tt
Companys assets and liabilities. If the interest ratesl jpai deposits and other borrowings increase asterfaate than the interest rates receive
loans and other investments, the Companyet interest income, and therefore earnings,dcbel adversely affected. Earnings could als
adversely affected if the interest rates receivedoans and other investments fall more quicklynttize interest rates paid on deposits and
borrowings.
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Although management believes it has implementeectffe asset and liability management strategieedace the potential effects of change
interest rates on the Compasyesults of operations, any substantial, unexge@mlonged change in market interest rates cbalce a materi
adverse effect on the Company’s financial conditiod results of operations.

The Company’s Increased Emphasis on Commercial Buséss and Real Estate Lending May Expose It To Incesed Lending Risks.

At December 31, 2008, the Compasjoan portfolio consisted of $55.1 million, or 22%fecommercial real estate loans, and $30.7 millmnl2%
of commercial business loans. The Company intemdwcrease its emphasis on these types of lohsese types of loans generally expose a l¢
to greater risk of non-payment and loss than oodetrrfamily residential mortgage loans because repayrokttie loans often depends on
successful operation of the property, and the irestream of the borrowers. Such loans typicalplive larger loan balances to single borroy
or groups of related borrowers compared to ondeotm-family residential mortgage loans. Commercial bass loans expose the Compan
additional risks since they typically are made loa basis of the borrower’s ability to make repaytadémom the cash flow of the borrowsbusines
and are secured by non-real estate collateralntiagt depreciate over time. In addition, since sieelms generally entail greater risk than otee-
four-family residential mortgage loans, the Company megd to increase its allowance for loan lossekérfuture to account for the likely incre
in probable incurred credit losses associated thgrgrowth of such loans.

Continued or Further Declines in the Value of Certén Investment Securities Could Require Write-DownsWhich Would Reduce the
Company'’s Earnings.

During 2008, the Company recorded losses from dtieartemporary impairment on investment securities iaga$1.6 million, net of the relat
tax benefits of $659,000. At December 31, 2008sgumnrealized losses in the Companypvestment portfolio equaled approximately $2illion
relating to securities with an aggregate fair vadi®72.1 million. There can be no assurancefilitare factors or combinations of factors will
cause the Company to conclude in one or more fuperting periods that an unrealized loss thastexwith respect to any of its securi
constitutes an impairment that is other than temuyor

If the Company’s Investment in the Federal Home Loa Bank of New York is Classified as Other-Than-Temprarily Impaired or as
Permanently Impaired, Its Earnings and StockholdersEquity Could Decrease

The Company owns common stock of the Federal Hooaa Bank of New York (FHLB-NY). The Company holtie FHLBNY common stock t
qualify for membership in the Federal Home Loan IB&ystem and to be eligible to borrow funds undier EHLB-NY’s advance program. T
aggregate cost and fair value of our FHNB-common stock as of December 31, 2008 was $2llfombased on its par value. There is no me
for our FHLB-NY common stock.

Recent published reports indicate that certain negrbanks of the Federal Home Loan Bank System masubject to accounting rules and &
quality risks that could result in materially lowegulatory capital levels. In an extreme situatibms possible that the capitalization of a Fed
Home Loan Bank, including the FHLRY, could be substantially diminished or reducedeoo. Consequently, the Company believes that tise
risk that our investment in FHLB-NY common stoclultbbe deemed other-thaemporarily impaired at some time in the futureq &rthis occurs
it would cause our earnings and stockholders’ gquoitlecrease by the after-tax amount of the innpaxt charge.

Allowance For Loan Losses May Be Insufficient
The Companys loan customers may not repay their loans acogrtirtheir terms and the collateral securing thgngnt of these loans may
insufficient to assure repayment. The Company mdoerence significant loan losses, which would havenaterial adverse effect on earnil

Management makes various assumptions and judgrakatg the collectibility of the loan portfolio, ilucling the creditworthiness of borrowers
the value of the real estate and other assetsgeagi collateral for the repayment of loans.
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The Company maintains an allowance for loan loBsas attempt to cover any loan losses inheretitérportfolio. In determining the size of the
allowance, management relies on an analysis dbtreportfolio based on historical loss experiemodyme and types of loans, trends in
classification, volume and trends in delinqueneied non-accruals, national and local economic ¢mmdi and other pertinent information. If those
assumptions are incorrect, the allowance may nauffecient to cover future loan losses and adjestts may be necessary to allow for different
economic conditions or adverse developments itoue portfolio. In addition, regulatory agenciesiew the Companyg’ allowance for loan loss
and may require additions to the allowance baseti&injudgment about information available to thanthe time of their examination. An incre:
in the Company’s allowance for loan losses wouttliog its earnings.

Extensive Regulation and Supervision

The Company, primarily through its principal sulisigks, Pathfinder Bank and Pathfinder Commercehl8 and certain nobank subsidiaries,
subject to extensive federal and state regulatiwh [upervision. Banking regulations are primarniyended to protect depositoffsinds, feder:
deposit insurance funds and the banking systemwaBode, not shareholders. These regulations affeztCompanys lending practices, capi
structure, investment practices, dividend policg gnowth, among other things. The Company is aldgest to a number of federal laws, wh
among other things, require it to lend to varioestars of the economy and population, and establishmaintain comprehensive programs rel
to antimoney laundering and customer identification. Cesgrand federal regulatory agencies continuallievewanking laws, regulations &
policies for possible changes and have been inagigsactive in the current economic environmerha@ges to statutes, regulations or regul:
policies, including changes in interpretation omplementation of statutes, regulations or policiesjld affect the Company in substantial
unpredictable ways. Such changes could subjec€trapany to additional costs, limit the types ofafigial services and products it may c
and/or increase the ability of ndmanks to offer competing financial services anddpats, among other things. Failure to comply wilwvg
regulations or policies could result in sanctioggdgulatory agencies, civil money penalties andéputation damage, which could have a mai
adverse effect on the Company’s business, finaco@adition and results of operations. The Compsmmgmpliance with certain of these laws
be considered by banking regulators when revievdiagk merger and bank holding company acquisitid¥isile the Company has policies
procedures designed to prevent any such violatitrexe can be no assurance that such violationsnetl occur. See theRegulation an
Supervision” section in Item 1, “Business” and Nb%to the consolidated financial statements inetuéh Item 8, Financial Statements a
Supplementary Data”, which are located elsewhetbignreport.

Local Market Economies

The Company’s business is concentrated in Oswedarts of Onondaga counties of New York Statee @onomy in the Comparsymarke
area is manufacturingriented and dependent on the State Universityent Nork College at Oswego. As a result, its firahcondition, results
operations and cash flows are subject to chandgheri¢ are changes in the economic conditionsdsetfareas. Throughout 2008 and into the ct
year, there have been considerable concerns abeutigepening economic downturn in both national iatetnational markets; the level ¢
volatility of energy prices; a weakened housing kegrthe troubled state of financial and credit kets; Federal Reserve positioning of mone
policy; rising private sector layoffs and unemplamh which caused consumer spending to slow; tidenlying impact on businessesperation
and abilities to repay loans as consumer spendowges; continued stagnant population growth in astNew York; and continued slowing
automobile sales. Late in 2008, the U.S economyiderttified as having been in recession since t¢hetth quarter of 2007. However, given tha
of the Companys loans are to customers in upstate New York, wisichtraditionally slower growth or stagnant regaf New York, the impact
deteriorating national market conditions was nopmmsounced on borrowers in this region as compuesitid other areas of the country. Theref
despite the conditions, as previously describesl Gbmpany has not experienced severe credit isstmgh 2008. A prolonged period of econa
recession or other adverse economic conditionsynar both of these counties could have a negatipact on the Company. The Company
provide no assurance that conditions in its maget economies will not deteriorate in the futund ¢hat such deterioration would not hay
material adverse effect on the Company.
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Competition in the Financial Services Industry

The Company faces substantial competition in a@harof its operations from a variety of differeatnpetitors, many of which are larger and |
have more financial resources. The Company compéthsother providers of financial services suctottger bank holding companies, commel
and savings banks, savings and loan associatioedit enions, money market and mutual funds, mgegeompanies, asset managers, insu
companies and a growing list of other local, reglcemd national institutions which offer financ&drvices. If the Company is unable to com
effectively, it will lose market share and incomengrated from loans, deposits, and other finape@ucts will decline.

Loss of Executive Officers or Other Key Personnel

Our success depends, to a great extent, upon thieeseof our executive officers. The unexpectesklof these individuals could have an ad\
effect on our operations. From time to time, wsoaheed to recruit personnel to fill vacant possidor experienced lending officers and bre
staff. Competition for qualified personnel in thenking industry is significant, and there is neusance that we will continue to be successf
attracting, recruiting and retaining the necesséilfed managerial, sales and technical persorarehe successful operation of our existing leng
operations, accounting and administrative functiong support the needs of our organization regufrom future growth. Our inability to hire
retain key personnel could have an adverse effett® Company’s results of operations.

The Company’s Expenses Will Increase As A Result Ofcreases in FDIC Insurance Premiums.

On December 22, 2008, the FDIC published a finkd raising the current deposit insurance assessratag uniformly for all institutions by se\
basis points (to a range from 12 to 50 basis ppfotsthe first quarter of 2009. On February 27020the FDIC issued a final rule changing the
that the FDIC calculates federal deposit insurassessment rates beginning in the second quar2®08f Additionally, the FDIC issued an inte
rule that would impose a special 20 basis pointessnent on June 30, 2009, which would be collesteeptember 30, 2009. For n
information on FDIC assessments, see “RegulationSarpervision—FDIC Insurance on Deposits”.

Future Legislative or Regulatory Actions Respondingo Perceived Financial and Market Problems Couldrnpair the Company’s Rights
Against Borrowers.

There have been proposals made by members of Gangnel others that would reduce the amount distidssrrowers are otherwise contract.
obligated to pay under their mortgage loans and km institutions ability to foreclose on mortgage collateral. Wpreposals such as these
other proposals limiting the Compasyfights as a creditor, to be implemented, the Gomprould experience increased credit losses oease
expense in pursuing its remedies as a creditor.

ITEM 1B: UNRESOLVED STAFF COMMENTS

None
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ITEM 2: PROPERTIES

The Bank conducts its business through its maiiceffocated in Oswego, New York, and six branchiceff located in Oswego County. ~
following table sets forth certain information cenging the main office and each branch office af Bank at December 31, 2008. The aggr¢
net book value of the Bank's premises and equipmast $7.5 million at December 31, 2008. For adddl information regarding the Bar
properties, see Notes 7 and 15 to the Consolidétehcial Statements.

LOCATION OPENING DATE OWNED/LEASED
Main Office 1874 Owned

214 West First Street

Oswego, New York 13126

Plaza Branch 1989 Owned (1)
Route 104, Ames Plaza
Oswego, New York 13126

Mexico Branch 1978 Owned
Norman & Main Street
Mexico, New York 13114

Oswego East Branch 1994 Owned
34 East Bridge Street
Oswego, New York 13126

Lacona Branch 2002 Owned
1897 Harwood Drive
Lacona, New York 13083

Fulton Branch 2003 Owned (2)
5 West First Street South
Fulton, New York 13069

Central Square Branch
3025 East Ave 2005 Owned
Central Square, New York 13036
(1) The building is owned; the underlying land is lehaéth an annual rent of $21,0
(2) The building is owned; the underlying land is leshaéth an annual rent of $30,0!
ITEM 3: LEGAL PROCEEDINGS
There are various claims and lawsuits to which @uwmpany is periodically involved incident to the mmwany's business. In the opinior
management, such claims and lawsuits in the aggrega not expected to have a material adversecingmathe Company's consolidated finar
condition and results of operations

ITEM 4: SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matters were submitted during the fourth quastdiscal 2008 to a vote of the Compi's shareholders.
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PART Il

ITEM 5: MARKET FOR REGISTRANT' S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND IS SUER PURCHASE<S

OF EQUITY SECURITIES

Pathfinder Bancorp, Inc.'s common stock currentigés on the Nasdaq Capital Market under the syhRBIHC". There were 367 shareholder
record as of March 11, 2009. The following taldésgorth the high and low closing bid prices andd&nds paid per share of common stock fo

periods indicated:

Dividend
Quarter Ended: High Low Paid
December 31, 200 $13.50( $6.00( $0.102!
September 30, 20C 10.25( 6.89( 0.102¢
June 30, 200 11.25( 7.00(C 0.102¢
March 31, 200¢ 16.55( 9.72( 0.102¢
December 31, 200 $10.88( $9.07( $0.102!
September 30, 20C 12.39( 9.35( 0.102¢
June 30, 200 13.25( 11.93( 0.102¢
March 31, 2007 14.00( 12.78( 0.102¢

Dividends and Dividend History

The Company has historically paid regular quartedgh dividends on its common stock, and the Bo&i@irectors presently intends to contii
the payment of regular quarterly cash dividendbjesu to the need for those funds for debt seraite other purposes. Payment of dividends o
common stock is subject to determination and datitar by the Board of Directors and will depend m@onumber of factors, including cap
requirements, regulatory limitations on the paynmendividends, Pathfinder Bank and its subsidiare=sults of operations and financial condit
tax considerations, and general economic conditioB$ven deteriorating economic conditions, therpanys focus is on the retention and gro
of capital, and it is, therefore, unlikely to reglie the historical dividend payout in 200Bhe Company's mutual holding company, Pathfi
Bancorp, M.H.C., may elect to waive or receiveidinds each time the Company declares a divid&hé. election to waive the dividend rec:
requires prior norobjection of the OTS. Pathfinder Bancorp, M.H.(@&ceed to waive its dividend for the quarter endade 30, 2008, receivi
dividends for the other three quarters. During@®athfinder Bancorp, M.H.C. expects to waive twarterly dividends, however the OTS has

yet issued its non-objection letter thereto.

If the Company chooses to participate in the Trgas@CPP program, its ability to pay dividends t®stockholders may be restricted.
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ITEM 6: SELECTED FINANCIAL DATA

Pathfinder Bancorp, Inc. (“the Company”) is thegudarcompany of Pathfinder Bank and Pathfinder 8iafuTrust I. Pathfinder Bank has
three operating subsidiaries — Pathfinder CommieBaak, Pathfinder REIT, Inc., and Whispering O&leselopment Corp.

The following selected consolidated financial dsggs forth certain financial highlights of the Caang and should be read in conjunction with
the consolidated financial statements and relates, and the "Management's Discussion and Anabfdtsnancial Condition and Results of

Operations" included elsewhere in this annual mpm Form 10-K.

200¢ 2007 200€ 200¢ 200¢
Year End (In thousands)
Total asset $352,76! $320,69: $301,38: $296,94! $302,03
Loans receivable, n 247,40( 221,04¢ 201,71 187,88 185,12!
Deposits 269,43t 251,08! 245,58! 236,37 236,67.
Shareholde’ Equity 19,49t 21,70« 20,85( 20,92¢ 21,82¢
For the Year (In thousands)
Net interest incom $10,67! $8,66" $8,34¢ $8,74: $8,90¢
Noninterest incom 551 3,04z 2,61¢ 2,04( 3,041
Noninterest expens 9,93t 9,83¢ 9,66¢ 10,06( 9,307
Net income 36¢ 1,127 1,02¢ 462 1,40¢
Per Share
Net income (basic $0.1¢ $0.4¢ $0.4:2 $0.1¢ $0.5¢
Book value 8.04 8.74 8.4F 8.5C 8.91
Tangible book value (¢ 6.5C 7.1¢ 6.82 6.77 7.04
Cash dividends declar¢ 0.41 0.41 0.41 0.41 0.41
Ratios
Return on average ass 0.11% 0.36% 0.3%% 0.15% 0.47%
Return on average equi 1.7 5.27 4.8¢ 2.1¢ 6.4°
Return on average tangible equity 2.07 6.47 6.04 2.7z 8.17
Average equity to average ass 6.32 6.82 7.05 6.95 7.2¢
Dividend payout ratio (b 232.6. 62.0: 66.7: 147.8¢ 47.5¢
Allowance for loan losses to loans receive 0.9¢ 0.7¢ 0.74 0.8¢ 0.9¢
Net interest rate sprei 3.2z 2.81 2.92 3.07 3.22
Noninterest income to average as: 0.1€ 0.9¢ 0.87 0.6€ 1.0z
Noninterest expense to average as 2.91 3.1 3.21 3.2¢ 3.12
Efficiency ratio (c) 73.0% 85.8¢ 88.71 89.1¢ 84.21

(a) Tangible equity excludes intangible ass

(b) The dividend payout ratio is calculated using divids declared and not waived by the Compamgutual holding company pare

Pathfinder Bancorp, M.H.C., divided by net incol

(c) The efficiency ratio is calculated as noninteregtemse divided by the sum of taxaklgdivalent net interest income and noninte
income excluding net (losses) gains on sales apdimment of investment securities and net (losgaB)s on sales of loans and foreclc

real estate.
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ITEM 7: MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS
INTRODUCTION

Throughout Management’s Discussion and Analysis&A”) the term, “the Company”refers to the consolidated entity of Pathfinder &ap
Inc. Pathfinder Bank and Pathfinder Statutory Tiusre wholly owned subsidiaries of PathfindemBarp, Inc., however, Pathfinder Statut
Trust Il is not consolidated for reporting purpogsse Note 10 of the consolidated financial statég)e Pathfinder Commercial Bank, Pathfir
REIT, Inc. and Whispering Oaks Development Corp.va@nolly owned subsidiaries of Pathfinder Bank. D&tcember 31, 2008, Pathfinder Banc
M.H.C, the Company mutual holding company parent, whose activitiesret included in the consolidated financial stegats or the MD&A
held 63.7% of the Company’s outstanding commonksaémel the public held 36.3%.

This Annual Report contains supplemental finan@iddrmation determined by methods other than inoed@nce with Accounting Principl
Generally Accepted in the United States of Ame(f&AAP”). The Company’s management believes thethsnonGAAP financial measures ¢
useful to management and investors as it enhahegsability to evaluate and compare the Compsmgerating results from period to period
meaningful manner, as operating results excludithgrothan temporary impairment charges on its imest security holdings are essentic
understanding the financial performance of the Camgp and is more representative of the basis ttatagement utilizes to monitor finant
performance. Readers are cautioned that @AAP measures should not be considered as an aiteznto any measure of performance
promulgated under GAAP, and should consider theaimpent charges recorded during 2008 in assessex@ompany’s performance. NGAAP
measures have limitations as analytical tools, iamdstors should not consider them in isolatiorasra substitute for analyzing the Company’
performance under GAAP, nor are they necessaritypawable to non-GAAP measures presented by otmepanies.

The Company's business strategy is to operatenadl-gapitalized, profitable and independent comityubank dedicated to providing valaelde«
products and services to our customers. GenetblyCompany has sought to implement this stralbggymphasizing retail deposits as its prin
source of funds and maintaining a substantial phits assets in locallgriginated residential first mortgage loans, loamdusiness enterpris
operating in its markets, and in investment seiesritSpecifically, the Company's business strat@eggrporates the following elements:
operating as an independent commuuitignted financial institution; (ii) maintaining jgital in excess of regulatory requirements; (iMhasizin
investment in one-téeur family residential mortgage loans, loans tabrhusinesses and investment securities; andr{@ihtaining a strong ret.
deposit base.

The Company's net income is primarily dependentitemet interest income, which is the differencaéwleen interest income earned or
investments in mortgage and other loans, investraeatrities and other assets, and its cost of fendsisting of interest paid on deposits
borrowings. The Company's net income also is &by its provision for loan losses, as well agh® amount of noninterest income, incluc
income from fees, service charges and servicingtsignet gains and losses on sales of securitiessland foreclosed real estate, and nonin
expense such as employee compensation and bemefitspancy and equipment costs, data processing aod income taxes. Earnings of
Company also are affected significantly by generminomic and competitive conditions, particulatiyaeges in market interest rates, govern
policies and actions of regulatory authoritiesywbich these events are beyond the control of thegamy. In particular, the general level of ma
rates tends to be highly cyclical.

APPLICATION OF CRITICAL ACCOUNTING POLICIES
The Company's consolidated financial statementp@meared in accordance with accounting princigleserally accepted in the United States
follow practices within the banking industry. Apgation of these principles requires managememhasie estimates, assumptions and judgn

that affect the amounts reported in the financiatesnents and accompanying notes. These estina®smptions and judgments are base
information available as of the date of the finahstatements; accordingly, as this information
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changes, the financial statements could reflefémdint estimates, assumptions and judgments. iGgntdicies inherently have a greater relianc
the use of estimates, assumptions and judgmentassdch have a greater possibility of producimsgylts that could be materially different tl
originally reported. Estimates, assumptions adgjoents are necessary when assets and liabiligegquired to be recorded at fair value or v
an asset or liability needs to be recorded contingpon a future event. Carrying assets and liegsl at fair value inherently results in m
financial statement volatility. The fair valuesdaimformation used to record valuation adjustmdatscertain assets and liabilities are base
quoted market prices or are provided by other thady sources, when available. When third parfprmation is not available, valuati
adjustments are estimated in good faith by manageme

The most significant accounting policies followegdthe Company are presented in Note 1 to the cimtaed financial statements. These polit
along with the disclosures presented in the otimantial statement notes and in this discussioovige information on how significant assets

liabilities are valued in the consolidated finahatatements and how those values are determiBaded on the valuation techniques used an
sensitivity of financial statement amounts to thetmds, assumptions and estimates underlying tAosmints, management has identified
allowance for loan losses, deferred income taxessipn obligations, the evaluation of goodwill fampairment, the evaluation of investm
securities for other than temporary impairment #redestimation of fair values for accounting anscltisure purposes to be the accounting

that require the most subjective and complex judgmend as such, could be the most subject teioevas new information becomes available.

The allowance for loan losses represents manag&estitnate of probable loan losses inherent idde portfolio. Determining the amount of
allowance for loan losses is considered a critic@lounting estimate because it requires signifigadgment and the use of estimates related 1
amount and timing of expected future cash flowsimapaired loans, estimated losses on pools of homames loans based on historical

experience, and consideration of current economiwds and conditions, all of which may be suscéptib significant change. The loan portfi
also represents the largest asset type on the latated statement of condition. Note 1 to the otidated financial statements describes
methodology used to determine the allowance far loases, and a discussion of the factors drivirapges in the amount of the allowance for
losses is included in this report.

Deferred income tax assets and liabilities arerdeted using the liability method. Under this n@hthe net deferred tax asset or liabilit
recognized for the future tax consequences ataidetto differences between the financial statenwamtying amounts of existing assets
liabilities and their respective tax bases as aglhet operating and capital loss carry forwaisferred tax assets and liabilities are measuried)
enacted tax rates applied to taxable income iry#zes in which those temporary differences are eegeto be recovered or settled. The effe:
deferred tax assets and liabilities of a changevirrates is recognized in income tax expensedmtriod that includes the enactment date. T
extent that current available evidence about thadéuraises doubt about the likelihood of a defbtex asset being realized, a valuation allowas
established. The judgment about the level of autixable income, including that which is considecapital, is inherently subjective anc
reviewed on a continual basis as regulatory anéhbss factors change. A valuation allowance of0§3@0 was established during the year e
December 31, 2008, as management believes it magemerate sufficient capital gains to offset igpital loss carry forward. The Compasy’
effective tax rate differs from the statutory rafiee to nontaxable investment securities, and bank owneditiéeirance offset by the valuat
allowance established on a portion of the capiisd lcarry forwards.

Pension and posetirement benefit plan liabilities and expensestzased upon actuarial assumptions of future everdsiding fair value of ple
assets, interest rates, rate of future compensativeases and the length of time the Companyhaile to provide those benefits. The assumg
used by management are discussed in Note 11 tmtismlidated financial statements.

As a result of deteriorating economic conditionsthe financial markets, which impacted the tradimdue of the Compang’ common stoc

management engaged an independent third partystahie Companyg goodwill for impairment as of December 31, 200@sting was performi
by utilizing a three-step valuation approach whgHescribed in Note 8 to the consolidated findrst@tements.
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The Company carries all of its investments atfalue with any unrealized gains or losses repargtdf tax as an adjustment to shareholders'
equity, except for security impairment losses, Wtdce charged to earnings. The Company's abilifylty realize the value of its investments in
various securities, including corporate debt séiesiis dependent on the underlying creditwortbsnef the issuing organization. In evaluating the
security portfolio for other-than-temporary impa@nt losses, management considers (1) the lendimefand the extent to which the fair value has
been less than cost, (2) the financial conditioth m@ar-term prospects of the issuer, and (3) tteatirand ability of the Company to retain its
investment in the issuer for a period of time sigint to allow for any anticipated recovery in feadlue. Based on management's assessments
the year ended December 31, 2008, the Companydedather than temporary impairment charges 0232000, including an $875,000 charge
on a $1,000,000 holding in a senior unsecured issteed by Lehman Brothers Holdings Inc., whichdfi'eChapter 11 Bankruptcy petition on
September 15, 2008, the AMF Large Cap Equity Fortle amount of $690,000, $269,000 in the AMF &Bhort Mortgage Fund, $67,000 in the
Financial Institutions Fund and $10,000 on a siogkstment in The Phoenix Companies. In additiotihe impairment charges, the Company's
available for sale investment portfolio at Decem®ier2008 includes unrealized losses of $2.4 milli&ee Note 3 to the consolidated financial
statements for further discussion of the unrealleedes. Management continually analyzes thegmrtfo determine if further impairment has
occurred that may be deemed as other-than-tempoFamther charges are possible depending on fewmaomic conditions.

The estimation of fair value is significant to sealeof our assets, including investment securitiesilable for sale, intangible assets and fored
real estate, as well as the value of loan collatehan valuing loans. These are all recorded &eeitair value or the lower of cost or fair valleir
values are determined based on third party soumkesn available. Furthermore, accounting principdeserally accepted in the United St
require disclosure of the fair value of financiaktruments as a part of the notes to the consetidiihancial statements. Fair values ma
influenced by a number of factors, including maikégrest rates, prepayment speeds, discountaatethe shape of yield curves.

Fair values for securities available for sale dstaimed from an independent third party pricingvieer. Where available, fair values are base
quoted prices on a nationally recognized securéiehange. If quoted prices are not available Malues are measured using quoted market |
for similar benchmark securities. Management nraaadjustments to the fair value quotes that wesgiged by the pricing source. Note 18 in
consolidated financial statements provides addidiamformation on how we determine fair values. Taie values of foreclosed real estate anc
underlying collateral value of impaired loans ameid¢ally determined based on appraisals by thindigs less estimated costs to sell. If neces
appraisals are updated to reflect changes in madrgtitions.

EXECUTIVE SUMMARY

Total deposits for the Company increased 7%, t®$Phillion at December 31, 2008, while the averagl@nce of deposits increased $10.0 mi
to $265.8 million at December 31, 2008. The Comypaill continue to focus on building market sharetihe Central Square and Fulton mar
where the existing Pathfinder Bank share of thekatas 20% or less. In all other market areashfitater Bank currently has the majority of
current deposit market share. Pathfinder seek®mtintie to develop core deposit relationships inralrkets through the acquisition of dem
deposit relationships. Efforts will also be focdism the expansion of commercial deposit relatigrsstvith the Banlks existing commercial lendil
relationships.

Total assets increased 10.0%, primarily in the laad investment security portfolios. The loan fadid increased 12% with net growth in all Ic
categories. The Company expects to concentrateminaed commercial mortgage and commercial loatfg@m growth during2009. The ratio «
nonperforming assets to total assets was 0.75% atrbeee31, 2008 compared to 0.77% in the prior yddthough this ratio has remain
relatively stable, there was a decrease in assditygof the loan portfolio. Nomerforming loans increased $732,000, primarily tueommercic
loan relationships. This decrease in loan qualdg offset by the reduction of foreclosed realtestd $530,000.
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Net income for 2008 was $368,000, or $0.15 pereshas compared to $1.1 million, or $0.45 per shiar@007. The decline in income w
primarily the result of the Company recording impaént charges on investment security holdings it@ja$1.6 million, net of the related tax
benefits of $659,000. Core earnings, which regresarnings exclusive of investment portfolio otthen-temporary impairment losses, resulted
in net income of $2 million or $0.79 per dilutecash for the year ended December 31, 2008.

The following table reconciles the Company’s 20@8income to core earnings, including per shanerég.

For the yee

ende!

December 3:

200¢

Net Income $ 368,00

Other than temporary impairment cha- investment: 2,253,00
Related tax benef (659,000 *

Core earning $1,962,00

Diluted earnings per sha $0.1¢

Other than temporary impairment charge, net ofpax,shart 0.64

Core earnings, diluted earnings per st $0.7¢

*Net of a deferred tax asset valuation reserve2d3000 for the year ended December 31, 2
RESULTS OF OPERATIONS

Net income for 2008 was $368,000, a decrease of,8@B, or 67%, compared to net income of $1.1 amilior 2007. Basic and diluted earni
per share decreased to $0.15 per share for theepead December 31, 2008 from $0.45 per sharehéoyear ended December 31, 2007. R
on average equity decreased to 1.70% in 2008 fr@1 in 2007. All of these declines in performanege primarily the result of the impairm
charges described above.

Net interest income, on a tax equivalent basisesged $2 million, or 22%, resulting from both wokiincreases in all loan categories and
investment securities and significant rate decreagmplied to all interestarning liabilities. The provision for loan lossks the year ende
December 31, 2008 increased $455,000, reflectirgirtbreased inherent risk within the expand@@mmerciallending activities, the over:
growth in the total loan portfolio and general weaikg of economic conditions. The Company expegdnan 82% decrease in noninte
income. Noninterest income increased 6%, exclusivaecurities gains and losses, primarily attalble to increased cash surrender values of bank
owned life insurance, an increase in issued Vishitiards and increased usage from the existintpmes base and increased loan servicing
relatedto collateral discharges and new rate lock feedoans that did not close. Noninterest expense asa@ only 1% due to increase:
personnel expense, building occupancy, and othenating expenses, partially offset by a reductioarortization of intangibles.

Net Interest Income
Net interest income is the Company's primary sowfceperating income for payment of operating exggsnand providing for possible Ic
losses. It is the amount by which interest eamedhterestearning deposits, loans and investment securéieeds the interest paid on depr

and borrowed money. Changes in net interest incame the net interest margin ratio result from theeraction between the volume
composition of earning assets and interest-bediabdities, and their respective yields and furgizosts.
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Net interest income, on a -equivalent basis, increased $2 million, or 22%16.8 million for the year ended December 31, 2@88;ompared
$8.8 million for the year ended December 31, 200Ae Company's net interest margin for 2008 in@dds 3.43% from 3.07% in 2007. 1
increase in net interest income is attributabl@rnoincrease in the average balance of interestngaassets, combined with increased yield
interest earning assets and a decrease in thefdostrest-bearing liabilities. The average bakof interestarning assets increased $28.2 mil
or 10%, during 2008 and the average balance ofeisttbearing liabilities increased by $26.2 million,%. The increase in the average bal
of interest earning assets primarily resulted fio$22.7 million increase in the average balanaa®foan portfolio and a $7.7 million increas
the average balance of the security investmenfgiort offset by a $2.2 million reduction in theerage balance of interest earning deposits
increase in the average balance of intebesiring liabilities primarily resulted from a $7a3illion, or 3%, increase in the average balanc
deposits, combined with a $18.9 million, or 60%gGréase in the average balance of borrowed furdsreist income, on a taquivalent basi
increased $1.0 million, or 6%, during 2008, asdberease in yield on interest earning assets @&i 2008 from 6.08% in 2007 was offset by
10% increase in volume. Interest expense on dspdscreased $1.2 million, or 18%, as the costepbdits dropped 60 basis points to 2.36'
2008 from 2.96% in 2007. Interest expense on momgs increased $273,000, or 16%, during 2008 asirthrease in the average balanc
borrowed funds by 60% was patrtially offset by ardase in the cost of borrowed funds to 4.00% ir8Z88m 5.52% in 2007.
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Average Balances and Rates

The following table sets forth information conceniaverage interest-earning assets and intebestring liabilities and the yields and ra
thereon. Interest income and resultant yield infation in the table is on a fully taeguivalent basis using marginal federal income riabes o
34%. Averages are computed on the daily averaganisal for each month in the period divided by thminer of days in the period. Yields
amounts earned include loan fees. Non-accrual Idenv& been included in interest-earning assetpimposes of these calculations.

For the Years Ended December 31

2008 2007 2006
Average Average Avera
Average Yield/  Average Yield/  Average Yiel
(Dollars in thousands Balance Interest Cost Balance Interest Cosl Balance Interest Cc
Interest-earning assets
Real estate loans resident $130,70. $7,527 5.7€% $120,07! $6,94: 5.7¢% $119,41° $6,87¢ 5.
Real estate loans commerc 49,04( 3,62( 7.38% 43,57 3,30¢ 7.5%  35,07¢ 2,70¢ 7.
Commercial loan 27,03: 1,751 6.48%  23,71C  1,97¢ 8.3:% 19,96 1,57¢ 7.
Consumer loan 26,29 1,91 7.28%  23,01: 1,89¢ 8.2:%  20,15: 1,641 8.
Taxable investment securiti 74,10¢ 3,36¢ 4548  66,23( 2,881 4.3%  66,78¢ 2,65¢ 3.
Tax-exempt investment
securities 5,252 25E 4.8% 5,44¢ 25¢ 4706  10,24( 481 4.
Interes-earning deposit 2,851 61 2.14% 5,05( 211 4.18% 1,77¢ 91 5.
Total interes-earning asse! 315,27« 18,49 5.87% 287,09¢ 17,47 6.06% 273,41 16,02¢ 5.
Noninteresi-earning assets
Other asset 30,27 27,774 31,60(
Allowance for loan losse (2,006 (1,589 (1,667
Net unrealized loss¢
on available for sale securiti (1,690 (1,3772) (2,147)
Total asset $341,85! $311,91! $301,21:
Interest-bearing liabilities:
NOW accountt $23,76: 95 0.4(% $22,23! 113 0.51% $21,09: 10z 0.
Money management accoul 10,57 52 0.4<% 11,34¢ 89 0.7¢% 13,31¢ 11C 0.
MMDA accounts 29,18: 57C 1.95%  23,68: 937 3.96%  20,60¢ 78€ 3.
Savings and club accour 52,48: 16¢ 0.32%  53,35¢ 27¢ 0.52% 58,99 26€ 0.
Time deposit: 124,26° 4,77 3.8% 122,33 5,48 4.48% 103,59t  4,20: 4.
Junior subordinated debentu 5,15¢ 257 4.9%% 6,454 511 7.81% 5,15¢ 44¢ 8.
Borrowings 45,23¢ 1,75¢€ 3.86%  25,06¢ 1,23( 491%  33,58¢ 1,60¢ 4.
Total interest-bearing
liabilities 290,66( 7,67¢ 2.66 264,47: 8,64 3.21% 256,35 7,52: 2.
Noninteresi-bearing liabilities:
Demand deposil 25,49: 22,82¢ 20,74
Other liabilities 4,08¢ 3,33¢ 2,94:
Total liabilities 320,24: 290,64( 280,04!
Shareholders' equi 21,61 21,27¢ 21,16¢
Total liabilities &
shareholders' equi $341,85: $311,91! $301,21:
Net interest incom $10,81¢ $8,83: $8,50:
Net interest rate sprei 3.22% 2.81% 2.
Net interest margi 3.43% 3.0"% 3
Ratio of average interest-earning
assett
to average interest-bearing
liabilities 108.4% 108.5"% 106.
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Interest Income

Changes in interest income result from changesénalverage balances of loans and securities anceldited yields on those balances. Intt
income on a taxequivalent basis increased $1.0 million, or 5.88erage loans increased 10.8% in 2008, with yidesreasing 35 basis points
6.36%. The Company's average residential mortgaae portfolio increased $10.6 million, or 8.8%, whmparing 2008 to 2007. The avel
yield on the residential mortgage loan portfolic@ased 2 basis points to 5.76% in 2008 from 5.#82007. The average balance of comme
real estate loans increased $5.5 million, or 12.@8ftile the yield decreased to 7.38% in 2008 fro®0% in 2007. Average commercial lo
increased 14.0% and the teguivalent yield decreased to 6.48% in 2008 contp&re3.33%, in 2007. The average balance of coasuoan:
increased $3.3 million, or 14.3% when comparedd@72 The average yield decreased 95 basis painfs28% from 8.23% in 2007.

Interest income on investment securities incredde8% from 2007, resulting from an increase in dverage balance of investment secui
(taxable and taxexempt) of $7.7 million, or 10.7%, to $79.4 million2008 from $71.7 million in 2007. The averagelg increased 18 basis poi
to 4.56% in 2008 from 4.38% in 2007.

Interest Expense

Changes in interest expense result from changdabenaverage balances of deposits and borrowingstledelated interest costs on tr
balances. Interest expense decreased $967,000,.2%, in 2008, when compared to 2007. The deereashe cost of funds resulted fror
decrease in the average cost of intebestring liabilities of 63 basis points, to 2.64%2D08 from 3.27% in 2007, partially offset by a $2fillion
increase in the average balance of intebestring liabilities during 2008. The average awfstleposits decreased 60 basis points to 2.36%q
2008 from 2.96% for 2007. The average balanceepiodits increased $7.3 million to $240.3 million2@08 from $233 million in 2007. T
increase in the average balance of deposits pfiymasulted from a $5.5 million, or 23.2%, increas¢he average balance of MMDA accounts
a $1.9 million, or 1.6%, increase in the averageraze of time deposits. The cost of junior submatitd debentures decreased 282 basis |
decreasing interest expense by $254,000, due todhesubordinated debentures rate ah@th LIBOR plus 1.65% for 2008 versus 3 m¢
LIBOR plus 3.45% for 2007. The average balancebafowed funds increased $20.2 million to $45.2liorl at 2008 from $25 million
2007. The average cost of borrowed funds decreE3@tasis points, to 3.88% in 2008 from 4.91%0072
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Rate/Volume Analysis

Net interest income can also be analyzed in terhieoimpact of changing interest rates on inte-earning assets and intereséaring liabilities
and changes in the volume or amount of these aasédtfiabilities. The following table represent® taxtent to which changes in interest rates
changes in the volume of interest-earning assetsiaterest-bearing liabilities have affected then@manys interest income and interest expe
during the periods indicated. Information is prosétin each category with respect to: (i) changeshaitable to changes in volume (chang:
volume multiplied by prior rate); (ii) changes abtutable to changes in rate (changes in rate mli¢tghby prior volume); and (iii) total increase
decrease. Changes attributable to both rate arldrae have been allocated ratably.

For the Years Ended December 31

2008 vs. 20 2007 vs. 200
Increase/(Decrease) Due Increase/(Decrease) Due
Total Total
Increase Increase
(In thousands Volume Rate (Decrease Volume Rate (Decrease
Interest Income:

Real estate loans resideni $60¢ $(24) $58:2 $4z $27 $6¢
Real estate loans commerc 40E (949 311 647 (43 604
Commercial loan 252 (477) (225) 31C 92 402
Consumer loan 258 (232 21 23t 18 258
Taxable investment securiti 344 14C 484 (24) 231 207
Tax-exempt investment securiti 9) 6 3) (227) 4 (223
Interes-earning deposit (71) (79) (150) 14C (20) 12C
Total interest incom 1,78( (760) 1,02( 1,128 30¢ 1,432

Interest Expense:
NOW accountt 7 (25) (18) 5 6 11
Money management accoul (6) (32) (37) (15) (6) (22)
MMDA accounts 184 (551 (367) 11¢ 32 151
Savings and club accour (5) (10€) (111 (26) 39 13
Time deposit: 86 (792) (70€) 831 45C 1,281
Junior subordinated debentu (90) (164) (254) 10t (42 63
Borrowings 82¢ (302 52€ (418 39 (37¢
Total interest expens 1,004 (1,970 (967) 601 51¢ 1,11¢
Net change in net interest incol $77¢ $1,21: $1,987 $522 $(209) $31:

Provision for Loan Losses

The provision for loan losses increased $455,006820,000 for the year ended December 31, 2008pmpared to the prior year. The incre:
provision is reflective of a growing loan portfolibat is also more heavily weighted to commeraait and commercial real estate loans, w
have higher inherent risk characteristics tharaditional consumer real estate portfolio, as wellaageneral weakening in economic conditi
resulting in increased levels of non-performingnimaSpecifically, commercial and commercial reghtesloans on noaecrual increased $934,(
to $1.5 million at December 31, 2008, as companedbR1,000 at the end of the prior year. The ctdevel of nonperforming assets does not
significantly outside of the Ban&’historic trend levels, however, the generally kveaonomic conditions nationally, and the curremais or
consumer discretionary income have caused managemearefully monitor and react to these trenddrmyeasing the provision for loan los:
maintaining the Company’s strict loan underwritstgndards and carefully monitor the performandh@ioan portfolio.
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Noninterest Income

The Company's noninterest income is primarily caggar of fees on deposit account balances and ttmss, loan servicing, commissions, and
gains or losses on securities, loans and foreclossdstate.

The following table sets forth certain information noninterest income for the years indicated.

For the Years Endec
December 31,

(In thousands 200¢ 2007
Service charges on deposit accol $1,49: $1,47¢
Earnings on bank owned life insurar 29¢ 22t
Loan servicing fee 281 25C
Debit card interchange fe 27¢ 24¢€
Other charges, commissions and f 44E 427
Core noninterest incon 2,78¢ 2,622
Net (losses) gains on sales and impairment of tnvest securitie (2,190 37¢
Net (losses) gains on sales of loans and foreclaadestat (44) 42
Total noninterest incomr $551 $3,04:

Noninterest income in 2008 decreased 82%, when amdio 2007, as a result of a 6% increase in moninterest income offset by net losse
sales and impairment of investment securities atdasses on sales of loans and foreclosed reatlee€arnings on bank owned life insure
increased 30% based on the growth in the cashrelerevalues of the insurance policies. Loan sewgi¢ees increased 12% due to new
charges for the discharge of collateral and ratk fees (recorded as income when a loan does osg);lwhich were implemented in late 2007
early 2008. The growth in interchange fees is duear increase in issued Visa Debit cards and arease in their usage. Other char
commissions and fees increased primarily due teidor ATM usage fees. Total noninterest income significantly impacted by net losses
investment securities as a result of recordingrathen temporary impairment charges of $2,253,@00iscussed previously. Net losses on the
of loans/foreclosed real estate is due to thefadéx properties at a loss and the write downatug of two properties held in foreclosed realtesta

Noninterest Expense
The following table sets forth certain information noninterest expense for the years indicated.

For the Years Ende
December 31,

(In thousands 200¢ 2007
Salaries and employee bene $5,17: $5,09:
Building occupanc 1,322 1,25¢
Data processin 1,33( 1,33¢
Professional and other servic 771 76¢
Amortization of intangible asse - 182
Other operating 1,34( 1,20¢
Total noninterest expen: $9,93¢ $9,83¢

Noninterest expenses increased $97,000, or 1%héoyear ended December 31, 2008 when compare@Qd. Salaries and employee ben
increased 2% in 2008 primarily due to normal satagyit increases and incentive compensation. Ar&%ease in building occupancy expense
due to depreciation expenses and equipment mamtenal he increase in other expenses was primaduidyto expenses related to foreclosed
estate. These increases were offset by a decireaseortization expense of $182,000, as core depasingibles from a 2002 branch acquisi
became fully amortized in October 2007 .
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Income Tax Expense

In 2008, the Company reported income tax expen$i@8,000 compared with $384,000 in 2007. Thectffe tax rate decreased to 22% in 2
compared to a tax rate of 25% in 2007. The deeréasncome tax expense resulted primarily fromdowretax income of $1 million. T
Company has reduced its tax rate from the statutatey primarily through the ownership of taxempt investment securities, bank owned
insurance and other tax saving strategies. See Ndto the consolidated financial statementsHerreconciliation of the statutory tax rate to
effective tax rate.

CHANGES IN FINANCIAL CONDITION
Investment Securities

The investment portfolio represents 22% of the Camyfs earning assets and is designed to generate @fd@aate of return consistent with sa
of principal while assisting the Company in meetitgy liquidity needs and interest rate risk straeg All of the Companyg investments a
classified as available for sale. The Company sts/én securities consisting primarily of mortgdipeked securities, securities issued by Ul
States Government agencies and sponsored entsrmiate and municipal obligations, mutual fundgiity securities, investment grade corpc
debt instruments, and common stock issued by tdersEHome Loan Bank of New York (FHLBNY). By irsteng in these types of assets,
Company reduces the credit risk of its asset Hasemust accept lower yields than would typically dvailable on loan products. Our mort¢
backed securities portfolio is comprised predomiilyanf passthrough securities guaranteed by Fannie Mae, Feellidic or Ginnie Mae and dc
not, to our knowledge, include any securities bedke sub-prime or other high-risk mortgages.

At December 31, 2008, there were two securitieseheeeded 10% of consolidated sharehold=ysity. These securities were the AMF Large
Equity Fund, with a carrying value and fair valueapproximately $2,192,000 and $1,734,000, respelgtiand the AMF Ultra Short Mortga
Fund, with a carrying value of $2,804,000 and a ¥alue of $2,517,000 as of December 31, 2008. i$&te 3 to the consolidated finant
statements for further discussion of these two ritées!t

Investment securities increased $7.5 million to.¥7illion at December 31, 2008 from $67.1 milliah December 31, 2007. The increas
investment securities was primarily attributablehe investment of excess liquidity into corporatel mortgagdsacked securities during the f
two fiscal quarters of 2008.

The following table sets forth the carrying valdd@lee Company's investment portfolio at December 31

At December 31

(In Thousands 200¢ 2007 200¢
Investment Securities:
US treasury and agenci $9,12¢ $18,67: $19,96¢
State and political subdivisiol 5,02( 5,34% 5,87(
Corporate 12,18: 6,392 5,57¢
Other 2,10¢ - -
Mortgagebacked 39,47¢ 28,61¢ 25,48
Equity securities and FHLB stor 3,04 2,70¢ 2,40¢
Mutual funds 4,99¢ 6,514 6,33¢€
$75,94! $68,24: $65,63¢
Unrealized loss on available for sale portf (1,25¢) (1,103 (1,415
Total investments in securiti $74,68 $67,13t $64,21¢
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The following table sets forth the scheduled méas;j amortized cost, fair values and average giétd the Company's investment securities at
December 31, 2008. Yield is calculated on the airedtcost to maturity and adjusted to a fully taxrgalent basis.

One Year or Les One to Five Yeal Five to Ten Year
Annualized Annualized Annualized
Amortized Weighted  Amortized Weighted Amortized Weighted
(Dollars in thousands Cosl Average Yielc Costi Average Yielc Cost Average Yielo
Debt investment securities
US Treasury and agenci $1,58 2.71% $3,58 5.04% $3,01 4.78%
State and political subdivisiol 54 3.65% 1,85 3.55% 1,472 3.94%
Corporate - - 4,1€ 5.62% 3,9¢ 5.52%
Other - - 2,1C 4.74% - -
Total 2,07 2.96% 11,7C 4.96% 8,4¢ 4.98%
Mortgage-backed securities:
Mortgage-backed 43 4.20% 4,9€ 4.16% 6,2¢ 4.79%
Total 43 4.20% 4,9€ 4.16% 6,2¢ 4.79%
Other non-maturity investments:
Mutual funds 4,9¢ 4.25% - - - -
Equity securities and FHLB stor 3,04 4.69% - - - -
Total 8,04 4.42% - - - -
Total investment securitie $10,54 4.12% $16,67 4,729 $14,7¢ 4.90%
Total
More Than Te Investment
Years Securities
Annualized Annualized
Amortized Weighted = Amortized Fair Weighted
(Dollars in thousands Cos! Average Yielc Cosl Value  Average Yielc
Debt investment securities
US Treasury and agenci $1,0C 5.20% $9,12 $9,46 4.94%
State and political subdivisiol 1,14 3.75% 5,02 4,97: 3.72%
Corporate 4,01 4.01% 12,1¢ 10,82¢ 5.06%
Other - - 2,1C 2,10( 4.74%
Total 6,1€ 4.15% 28,42 27,3€ 4.75%
Mortgage-backed securities:
Mortgage-backed 27,7¢ 5.10% 39,47 40,03 4.92%
Total 27,7¢ 5.10% 39,47 40,03 4.92%
Other non-maturity investments:
Mutual funds - - 4,9¢ 4,2t 4.25%
Equity securities and FHLB
stock - - 3,04 3,03 4.69%
Total - - 8,04 7,28 4.42%
Total investment securitie $33,9t 4.93% $75,94 $74,68 4.81%

The above noted yield information does not giveeeffto changes in fair value that are reflecteciéoumulated other comprehensive los
consolidated shareholders’ equity.

Loans Receivable

Loans receivable represent 75% of the Compamgdrning assets and account for the greatestopoofi total interest income. The Comp
emphasizes residential real estate financing atidigates a continued commitment to financing tiechase or improvement of residential
estate in its market area. The Company also egteredit to businesses within its marketplace sstiny commercial real estate, equipmn
inventories and accounts receivable. It is argigid that small business lending in the form oftgages, term loans, leases, and lines of credi
provide the most opportunity for balance sheetr@vénue growth over the near term. Commercialrandicipal loans comprise 12% of the t
loan portfolio. At December 31, 2008, 77% of then@panys total loan portfolio consisted of loans securgddal estate, and 22% of the t
consisted of commercial real estate loans.
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December 31

(In thousands 200¢ 2007 200¢ 200t 200/
Residential real estate ( $136,21! $126,66! $118,49: $119,70° $123,89i
Commercial real esta 55,06: 45,49( 40,50: 31,84 29,87
Commercial and municipal loa 30,68t 25,28¢ 23,00: 18,33 16,83
Consumer loan 27,90¢ 25,30¢ 21,21: 19,68: 18,50¢

Total loans receivabl $249,87. $222,74! $203,20! $189,56! $189,11:

(2) Includes loans held for sale. (None at Decerdfie2008 and 2007.)

The following table shows the amount of loans auatding as of December 31, 2008 which, based oniréngascheduled repayments of princij
are due in the periods indicated. Demand loansrtano stated schedule of repayments and no statgdrity, and overdrafts are reported as
year or less. Adjustable and floating rate loans mcluded in the period on which interest rates aext scheduled to adjust rather than the pe
in which they contractually mature, and fixed rigans are included in the period in which the ficahtractual repayment is due.

Due Unde Due 1-5 Due Ove
(In thousands One Yea Years Five Year: Total
Real estate
Commercial real esta $12,32: $35,13: $7,607 $55,06:
Residential real esta 11,66 38,08¢ 86,46¢ 136,21¢
23,98 73,22( 94,07¢ 191,27¢
Commercial and municipal loa 17,96¢ 10,54( 2,181 30,68t
Consume 11,10¢ 4,46¢ 12,33¢ 27,90¢
Total loans $53,05: $88,22¢ $108,59: $249,87.
Interest rates
Fixed $3,45: $12,51¢ $100,39° $116,36°
Variable 49,60 75,70¢ 8,19¢ 133,50!
Total loans $53,05:. $88,22¢ $108,59: $249,87.

Total loans receivable increased 12% when comptoetthe prior year. Residential real estate loans increased $9.6 millar 8%, durin
2008. The residential real estate portfolio caesi$ 64% fixed-rate mortgages and 36% adjustedtie-mortgages. The increase in the residk
real estate portfolio is principally due to an ie&se in 30-year fixed rate mortgages of $13 milhkod a $7 million increase in Y&ar fixed rat
mortgages, offset by a decrease in the 5/1 anddjlistable rate mortgage portfolio. The increasté fixed rate mortgage portfolio resulted f
a decrease in the lending rate set by the FedesérRe Bank to historic lows. The Company doesamigiinate sub-prime, Al&, negative
amortizing or other higher risk structured resid@nmhortgages.

Commercial real estate loans increased $9.6 mjlbo21%, from the prior year as new loan prodacis relationships were added to the portfolio.
Commercial loans, including loans to municipalitiexcreased 21% over the prior year to $30.7 mmllad December 31, 2008. The increas
commercial loans was primarily the result of nemdieg relationships with an expanding commerciatomer base. The Company has conti

its efforts to transform its more traditional thiifalance sheet, which emphasized residentialestate lending, to a more diversified balance s
which includes a greater proportion of commera@alding products.
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Consumer loans, which include second mortgage Jdarse equity lines of credit, direct installmentaevolving credit loans, increased 10% to
$27.9 million at December 31, 2008. The increaselted from an increase in home equity lines edlicr The Company has promoted its home
equity products by offering the customer loans withclosing costs at competitive market rates.

Non-performing Loans and Assets

The following table represents information concegiihe aggregate amount of non-performing assets:

December 31

(In thousands) 200¢ 2007 200¢ 200% 2004
Nonaccrual loans:

Commercial real estate and commer $1,45¢ $521 $481 $757 $77¢

Consume 254 15C 12t 89 122

Residential real esta 614 92( 56€ 834 952
Total nonaccrual loar 2,32 1,591 1,172 1,68( 1,851

Total nor-performing loan: 2,32% 1,591 1,172 1,68( 1,857

Foreclosed real esta 33E 86E 471 745 79€

Total nor-performing asse $2,65¢ $2,45¢ $1,64: $2,42: $2,64¢

Non-performing loans to total loar 0.92% 0.71% 0.57% 0.8%% 0.9¢%
Nor-performing assets to total ass 0.7%% 0.7% 0.5% 0.82% 0.8&%
Interest income that would have been recol

under the original terms of the log $131 $71 $52 $34 $64

The asset quality of the Company has remainedivelatunchanged when compared to the prior yeatalTnon-performing assets (non-
performing loans and foreclosed real estate) aeBber 31, 2008 were 0.75% of total assets as caupar0.77% of total assets at December 31,
2007. Total non-performing loans (past due 90 daysore) increased $732,000, or 46%, during 200 increase in non-performing loans is
primarily the result of increased commercial loaliruencies. Approximately 63% of the Companydm+performing loans at December 31,
2008 are commercial real estate and commercialsloaihhe increase in non-performing loans is pripmartomprised of a number of smaller
commercial lending relationships. Management kelethe financial strength of the individual boresg; combined with the related value of any
underlying collateral, will not result in any sifjoant loss beyond currently established reservéke increase is being driven by general economic
conditions in the market area. Total delinquenhfoghose 30 days or more delinquent) as a pegemtatotal loans were 2.16% at December 31,
2008 as compared to 2.40% at December 31, 200pro&jmately 63% of the Company’s non-performingnisat December 31, 2008 are secured
by real estate with loss potential expected to heageable within the allocated reserves.

The Company generally places a loan on nonacctaflssand ceases accruing interest when loan paypmeeiormance is deemed unsatisfac
and the loan is past due 90 days or more. The @oyngonsiders a loan impaired when, based on durfammation and events, it is probable
the Company will be unable to collect the schedpl@giments of principal and interest when due aéogrib the contractual terms of the loan.

The measurement of impaired loans is generallydapen the present value of future cash flows dinted at the historical effective interest r
except that all collateralependent loans are measured for impairment basddirovalue of the collateral. The Company udeel fair value ¢
collateral to measure impairment on commercial @dmercial real estate loans. At December 31, 20082007, the Company had $2.4 mil
and $1.7 million in loans, which were deemed tangaired, having valuation allowances of $141,000 $152,000, respectively.

Page 3(




Management has identified additional potential fepbloans totaling $4.1 million as of December 2008. These loans have been intert
classified as substandard or lower, yet are nateatly considered past due or in nonaccrual stdilsiagement has identified potential cr
problems which may result in the borrower not beibe to comply with the current loan repaymentteand which may result in it being inclu
in subsequent past due reporting. Management leslithat the current allowance for loan losses éxjadte to cover probable credit losses it
current loan portfolio.

Allowance for Loan Losses

The allowance for loan losses is a reserve eskaulithrough charges to expense in the form of @igiom for loan losses and reduced by
charge-offs net of recoveries. The allowance &@nllosses represents the amount available foraptelcredit losses in the Compamybar
portfolio as estimated by management. The Compaaintains an allowance for loan losses based uporomthly evaluation of known a
inherent risks in the loan portfolio, which incleda review of the balances and composition of dlaa Iportfolio as well as analyzing the leve
delinquencies in each segment of the loan portfolibe Company uses a general allocation methothéoresidential real estate and consumer
pools based upon a methodology thag¢s loss factors applied to loan balances anectefactual loss experience, delinquency trendscarén
economic conditions. The Company reviews indivijueommercial real estate and commercial loangfgrethan $150,000 that are not accr
interest and that are risk rated under the Comarigk rating system as special mention, substandbrubtful or loss to determine if the lo
require an impairment reserve. If impairment isedpthe Company establishes a specific resereeatibn. The specific allocation is determi
based on the most recent valuation of the loanstesal and the customarability to pay. For all other commercial reala¢s and commerci
loans, the Company uses the general allocationoddtiat establishes a reserve for each nasikg category. The general allocation methot
commercial real estate and commercial loans corssttie same factors that are considered when dirgjuasidential real estate and consumer
pools. The allowance for loan losses reflects mamgent's best estimate of probable loan lossegetiber 31, 2008.

The allowance for loan losses was $2.5 million ac&@nber 31, 2008, a 45% increase from Decemb&0BY, The allowance for loan losses as a
percentage of total loans increased to 0.99% aember 31, 2008 from 0.76% in the prior year. ahlcharge-offs were $51,000 during 2008 as
compared to $158,000 in 2007. The majority ofdheent year charge-off activity is the result lo¢ twrite off of small consumer and commercial

relationships.

The following table sets forth the allocation dbatance for loan losses by loan category for thequks indicated. The allocation of the allowa
by category is not necessarily indicative of futlieses and does not restrict the use of the alhmedo absorb losses in any category.

2008 2007 2006 2005 2004
% % % % %
Gross Gross Gross Gross Gross
(Dollars in thousands Amount Loans Amount Loans Amount Loans Amount Loans Amount Loans
Commercial real estate anc
loans $1,41:% 34.2% $95¢ 31.8% $98¢ 31.% $1,28: 26.5% $1,48: 24.1%
Consumer loan 381 11.2% 282 11.%% 33¢ 10.4% 28¢ 10.4% 27C 9.8%
Residential real esta 67¢ 54.5% 464 56.% 172 58.2% 10¢ 63.1% 74 65.5%
Total $2,47. 100.(% $1,70: 100.%  $1,49¢ 100.(% $1,67¢ 100.(% $1,827 100.(%
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The following table sets forth the roll forwardtb& allowance for loan losses for the periods iatkd, and related ratios:

(In thousands) 200¢ 2007 200€ 200¢ 200¢
Balance at beginning of yea $1,70:¢ $1,49¢ $1,67¢ $1,827 $1,71¢
Provisions charged to operating exper 82( 36E 23 311 73¢
Recoveries of loans previously charge-off:
Commercial real estate and lo: 17 - - 25 41
Consume 3C 27 18 14 20
Residential real esta - 23 4 10 -
Total recoverie: 47 50 22 49 61
Loans charged off:
Commercial real estate and lo: (46) (85) (114 (2849 (439
Consume (52) (77) (89) (137) (12¢)
Residential real esta - (46) (25) (87) (122)
Total charge-off (98) (20€) (228) (50€) (687)
Net charg-offs (51) (15€) (20€) (459 (62€)
Balance at end of yeal $2,47: $1,70: $1,49¢ $1,67¢ $1,82
Net charg-offs to average loans outstand 0.02% 0.0&% 0.11% 0.2%% 0.3%%
Allowance for loan losses to y«-end loans 0.9%% 0.76% 0.74% 0.8%% 0.98%
Deposits

The Company’s deposit base is drawn from sevens@lice offices in its market area. The deposg@iebeonsists of demand deposits, m¢
management and money market deposit accounts,gsaaimd time deposits. During 2008, 85% of the Caipsaaverage deposit base of $2
million consisted of core deposits. Core depaamitsconsidered to be more stable and provide timep@oy with a lower cost source of funds.
Company will continue to emphasize retail core d@gdy maintaining its network of full service iofs and providing depositors with a full ra
of deposit product offerings. Pathfinder Commdrdiank will seek business growth by focusing on liegal identification and servi
excellence. Pathfinder Commercial Bank had anameebalance of $30.8 million in municipal deposit2008, primarily concentrated in mor
market deposit accounts.

Average deposits increased $10.0 million, or 4%envisompared to 2007. The increase in average iegranarily related to a $2.1 millic
increase in the average balance of municipal depasd a $7.9 million increase in retail deposits.

The Company's average deposit mix in 2008, as cadp@a 2007, reflected increases in demand depddMDA and time deposits with sm
shifts from savings and money market accounts gbédri interest bearing products. The Company'sageedemand deposits, both interest
noninterest bearing accounts, represented 19%alfaverage deposits for 2008 and 18% for 2007% Cbmpany's MMDA accounts, which gt
23% in 2008, represented 11% of total deposit2@@8 and 9% for 2007. The Compamyime deposit accounts, although higher than theigus
year, represented 47% of total deposits versus #8%e same period in 2007. The Company promageMMDA and time deposit accounts
offering competitive rates to retain existing ategt new customers.

At December 31, 2008, time deposits in excess 60FD0 totaled $40.7 million, or 31%, of time depoand 15% of total deposits. At Decen
31, 2007, these deposits totaled $33.0 milliorB&% of time deposits and 13% of total deposits.
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The following table indicates the amount of the @any's certificates of deposit of $100,000 or mmyreéime remaining until maturity as of
December 31, 200¢

(Dollars in thousands
Remaining Maturity:

Three months or les $8,69¢
Three through six montt 11,57
Six through twelve montt 10,73¢
Over twelve month 9,72

Total $40,73:
Borrowings

Short-term borrowings are comprised primarily ofaces and overnight borrowing at the FHLBNY. Eharere $17.6 million in shoterm
borrowings outstanding at December 31, 2008. Atdbeber 31, 2007, there were $18.4 million in shemA borrowings outstanding.

The following table represents information regaglshort-term borrowings during 2008, 2007 and 2006:

(Dollars in thousands 200¢ 2007 200¢
Maximum outstanding at any month € $23,79! $18,40( $15,00(
Average amount outstanding during the y 14,15: 4,52¢ 5,321
Average interest rate during the y: 2.85% 5.05% 4.9%

At December 31, 2008, the weighted average intea¢stassociated with the Company’s short-termdvadngs was approximately 1.09%.

Longterm borrowed funds consist of advances and repseclagreements from the FHLBNY, Citi Group repusehagreements and jur
subordinated debentures. Lotagm borrowed funds and junior subordinated delventtotaled $39.6 million at December 31, 2008caspared t
$25.2 million at December 31, 2007.

Capital

Shareholderséquity decreased $2.2 million to $19.5 million ad@émber 31, 2008. The Company added $368,00Qaimed earnings through |
income, which was offset by cash dividends returieeids shareholders of $856,000 and a $48,000sadpnt taken directly to retained earni
representing the cumulative change in accountirigciple upon the change in the retirement plan messent date under SFAS No. 1
Accumulated other comprehensive loss increased iilion to $3.1 million at December 31, 2008, rigisig primarily from losses on retireme
plan assets due to significant decreases in theanaalue of the underlying plan assets, net ofoxefits. Unrealized holding losses on secuy
net of tax, also resulted in an increase in accatadlother comprehensive loss of $392,000.

The Companys mutual holding company parent, Pathfinder Banddipl.C., waived its right to receive the dividefud the quarter ended June
2008. The dividend waiver anticipated for the geraended December 31, 2008, in the amount of $D62,was not granted by the OTS
therefore was accrued at December 31, 2008 and@#i@ Company’s mutual holding company parerGa9.

Risk-based capital provides the basis for which all kaenle evaluated in terms of capital adequacy. t@lagmiequacy is evaluated primarily by
use of ratios which measure capital against tatséts, as well as against total assets that aghigdi based on defined risk characteristics.
Companys goal is to maintain a strong capital positiomsistent with the risk profile of its subsidiaryria that supports growth and expan
activities while at the same time exceeding regmastandards. At December 31, 2008, PathfindekRBexceeded all regulatory required minirr
capital ratios and met the regulatory definitioradfvell-capitalized” institution, i.e. a leveragapital ratio exceeding 5%, a Tier 1 rissed capit
ratio exceeding 6% and a total risksed capital ratio exceeding 10%. See Note lthdénaccompanying consolidated financial stateméor
Pathfinder Bank’s capital ratios.
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LIQUIDITY

Liquidity management involves the Compangbility to generate cash or otherwise obtain $uatdreasonable rates to support asset growth
deposit withdrawals, maintain reserve requiremeants, otherwise operate the Company on an ongoisig.b@dhe Company's primary source
funds are deposits, borrowed funds, amortizatiah@epayment of loans and maturities of investnsecurities and other shdgrm investment
and earnings and funds provided from operationsileAscheduled principal repayments on loans arelatively predictable source of fun
deposit flows and loan prepayments are greatlyémfted by general interest rates, economic condittmd competition. The Company man
the pricing of deposits to maintain a desired didzzdance. In addition, the Company invests exdeads in short-term interesarning and oth:
assets, which provide liquidity to meet lendinguiegments.

The Company's liquidity has been enhanced by itmlbeeship in the FHLBNY, whose competitive advanaegpams and lines of credit provide
Company with a safe, reliable and convenient soafdands. A significant decrease in depositshim future could result in the Company havin
seek other sources of funds for liquidity purpos8ach sources could include, but are not limitecatiditional borrowings, trust preferred sect
offerings, brokered deposits, negotiated time diépabe sale of “available-for-saléfivestment securities, the sale of securitizeddpan the sa
of whole loans. Such actions could result in highterest expense costs and/or losses on th@kageurities or loans.

The Asset Liability Management Committee (ALCO) the Company is responsible for implementing theicpged and guidelines for t
maintenance of prudent levels of liquidity. As D&cember 31, 2008, the Company is in compliancé Vgt policy guidelines with regard
liquidity.

Despite the fact that the junior subordinated neds not contractually due until 2032, we calledribée in June 2007 and replaced it with a ni
originated junior subordinated note with a lowerrgiag cost. In addition, the Company, in the coctdof ordinary business operations, routil
enters into contracts for services. These comstnaety require payment for services to be providetié future and may also contain penalty cle
for the early termination of the contract. Manageinis not aware of any additional commitments amntingent liabilities, which may have
material adverse impact on the liquidity or capiedources of the Company.

OFF-BALANCE SHEET ARRANGEMENTS

The Company is also a party to financial instrureenith off-balance sheet risk in the normal course of busiteesseet the financing needs of
customers. These financial instruments includerndments to extend credit and standby letters eflicr At December 31, 2008, the Company
$26.1 million in outstanding commitments to extamddit and standby letters of credit. See Notenlthe accompanying consolidated finan
statements.

ITEM 7A: QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK

Incorporated by reference to the discussion coethin Part Il, Item 7, “Management’s Discussion amélysis of Financial Condition and Results
of Operations,” under the captions “Liquidity” atdapital”.
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MANAGEMENT'S REPORT ON INTERNAL CONTROLS OVER FINAIKCIAL REPORTING

The Company’s management is responsible for estdbi and maintaining adequate internal controlr dwencial reporting, as such term is
defined in Rules 13a-15(f) and 15d-15(f) of the B&i@s Exchange Act of 1934, as amended. Becafige imherent limitations, internal control
over financial reporting may not prevent or detaidstatements. Also, projections of any evaluatibaffectiveness to future periods are subject to
the risk that controls may become inadequate becafishanges in conditions, or that the degreeoafiance with policies or procedures may
deteriorate. The Company’s internal control overaficial reporting is a process designed under tipersision of the Company’s principal
executive officer and principal financial officer provide reasonable assurance regarding the ititiadf financial reporting and the preparation of
the Company’s financial statements for externabrépg purposes in accordance with United Stateeigdly accepted accounting principles.

Under the supervision and with the participatioomainagement, including the Company’s principal atiee officer and principal financial officer,
the Company conducted an evaluation of the effentigs of its internal control over financial repaytbased on the framework linternal Control

— Integrated Frameworkssued by the Committee of Sponsoring Organizatafnthe Treadway Commission. Based on its evaloatioder that
framework, management concluded that the Compantgsnal control over financial reporting was effee as of December 31, 2008. In addition,
based on our assessment, management has detettmihétere were no material weaknesses in the Cayigpanternal controls over financial
reporting.

This annual report does not include an attestatport of the Company’s independent registeredipaucounting firm regarding internal control
over financial reporting pursuant to temporary sutef the Securities and Exchange Commission thanhipghe Company to provide only
management’s report in this annual report.

/sl Thomas W. Schneider /s/ James A. Dowd
Thomas W. Schneidt James A. Dowt
President & Chief Executive Offict Senior Vice President and Chief Financial Offi

Oswego, New York
March 27, 2009
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Report of Independent Registered Public Accountingrirm

To the Board of Directors and Shareholders
Pathfinder Bancorp, Inc.
Oswego, New York

We have audited the accompanying consolidatednséatis of condition of Pathfinder Bancorp, Inc. andsidiaries as of December
2008 and 2007, and the related consolidated statsma&f income, changes in shareholdeegjuity and cash flows for the years t
ended. Pathfinder Bancorp, Ircrmanagement is responsible for these consolidiat®iacial statements. Our responsibility is toregs an opinic
on these consolidated financial statements basedioaudits.

We conducted our audits in accordance with thedstals of the Public Company Accounting Oversighalo(United States). Thc
standards require that we plan and perform thet aodibtain reasonable assurance about whetheroteolidated financial statements are fre
material misstatement. The Company is not requicetiave, nor were we engaged to perform, an afdits internal control over financ
reporting. Our audits included consideration ¢&inal control over financial reporting as a bdsisdesigning audit procedures that are approg
in the circumstances, but not for the purpose gdressing an opinion on the effectiveness of the @oy's internal control over financ
reporting. Accordingly, we express no such opinidm audit also includes examining, on a test fasvidence supporting the amounts
disclosures in the consolidated financial statesjeagsessing the accounting principles used andisant estimates made by management, as
as evaluating the overall financial statement pregmon. We believe that our audits provide aoeable basis for our opinion.

In our opinion, the consolidated financial statetaarferred to above present fairly, in all materéspects, the consolidated finan

position of Pathfinder Bancorp, Inc. and subsigisras of December 31, 2008 and 2007, and the édaisal results of their operations and t
cash flows for the years then ended in conformity wccounting principles generally accepted inUimited States of America.

/s/ BEARD MILLER COMPANY LLP

Beard Miller Company LLP
Syracuse, New York
March 27, 2009
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CONSOLIDATED STATEMENTS OF CONDITION

December 31

(In thousands, except share d: 200¢ 2007
ASSETS:

Cash and due from ban $7,36¢ $9,90¢

Interest earning depos| 313 30E

Total cash and cash equivale 7,67¢ 10,21

Investment securities, at fair val 72,13¢ 65,01(

Federal Home Loan Bank stock, at ¢ 2,54¢ 2,12¢

Loans 249,87: 222,74¢

Less: Allowance for loan loss 2,472 1,70¢

Loans receivable, ni 247,40( 221,04¢

Premises and equipment, | 7,45( 7,801

Accrued interest receivab 1,67¢ 1,67:

Foreclosed real ests 33t 86t

Goodwill 3,84( 3,84(

Bank owned life insuranc 6,731 6,437

Other asset 2,961 1,672

Total asset $352,76I $320,69:

LIABILITIES AND SHAREHOLDERS' EQUITY

Deposits:
Interes-bearing $243,28! $228,31!
Noninteres-bearing 26,15( 22,76¢
Total deposit: 269,43t 251,08!
Shor-term borrowings 17,57¢ 18,40(
Long-term borrowings 34,40( 20,01(
Junior subordinated debentu 5,15¢ 5,15¢
Other liabilities 6,691 4,337
Total liabilities 333,26! 298,98

Shareholders' equit
Preferred stock, authorized shares 1,000,000; a@shssued or outstandi
Common stock, par value $0.01; authorized 10,0@0db@res
2,972,119 and 2,971,019 shares issued and 2,484:#832,483,732 shar

outstanding, respective 30 30
Additional paid in capita 7,90¢ 7,89¢
Retained earninc 21,19¢ 21,73¢
Accumulated other comprehensive I (3,140 (1,457
Treasury stock, at cost; 487,287 she (6,5072) (6,5072)

Total shareholders' equi 19,49¢ 21,70¢

Total liabilities and shareholders' egL $352,76! $320,69:

The accompanying notes are an integral part ofdnesolidated financial statemer
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CONSOLIDATED STATEMENTS OF INCOME

Years Ended December &

(In thousands, except per share d 2008 2007
Interest and dividend income:
Loans, including fee $14,75¢ $14,04°
Debt securities
Taxable 2,95¢ 2,52¢
Tax-exempt 171 17C
Dividends 40€ 352
Federal funds sold and interest earning dep 61 211
Total interest incorr 18,35( 17,30¢
Interest expense
Interest on deposi 5,661 6,901
Interest on shc-term borrowings 403 22¢
Interest on lon-term borrowings 1,611 1,51z
Total interest expen 7,67¢ 8,64
Net interest incorr 10,67¢ 8,66
Provision for loan losse 82C 36&
Net interest income after provision foah losse 9,85k 8,30z
Noninterest income:
Service charges on deposit accol 1,492 1,47¢
Earnings on bank owned life insurar 29¢ 22t
Loan servicing fee 281 25C
Net (losses) gains on sales and impairment @fstment securitie (2,190 37¢
Net (losses) gains on sales of loans and foredlo=al estat (44) 42
Debit card interchange fe 27¢ 24¢€
Other charges, commissions & f¢ 44E 427
Total noninterest incon 551 3,047
Noninterest expense
Salaries and employee bene 5,17z 5,094
Building occupanc! 1,322 1,25¢
Data processing expens 1,33( 1,33¢
Professional and other servic 771 76¢
Amortization of intangible ass - 182
Other expense 1,34( 1,20¢
Total noninterest expen: 9,93¢ 9,83¢
Income before income tax 471 1,50¢
Provision for income taxe 102 384
Net income $36¢ $1,12:
Earnings per share- basic $0.15 $0.4¢
Earnings per share- diluted $0.1¢ $0.4¢
Dividends per share $0.41 $0.41

The accompanying notes are an integral part ofdnesolidated financial statemer




CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

Accumulate:
Additional Othel
Common Stock Issue Paidir Retainer Comprehensiv Treasur
(In thousands, except share d: Share Amouni  Capita Earning: Loss Stocl Total
Balance, January 1, 200° 2,953,61¢ $2¢ $7,78¢  $21,30° $(1,770 $(6,502  $20,85(
Comprehensive incom
Net income 1,12 1,12
Other comprehensive income, net of 1
Unrealized holding gains on securit
available for sale (net of $125 tax expel 18 18
Retirement plan net gains not recognize
plan expenses (net of $83 tax expel 12 12
Total Comprehensive incor 1,43
Stock options exercise 17,400 11 11
Dividends declared ($0.41 per she (695 (695
Balance, December 31, 20C 2,971,01¢ 3l 7,89 21,73 (1,457 (6,502 21,70
Cumulative effect of a change in account
principle upon the change in defin
benefit retirement plans' measurement |
under SFAS 158 (net of $8 tax exper (48 1 3t
Comprehensive los
Net income 36 36
Other comprehensive loss, net of t
Unrealized holding losses on securit
available for sale (including $237 tax
expense (392 (392
Retirement plan net losses not recognize
plan expenses (net of $869 tax bent (1,304 (1,304
Total Comprehensive lo: (1,328
Stock options exercise 1,100 1 1
Dividends declared ($0.41 per she (856 (85€
Balance, December 31, 20C 2,972,11¢ $3! $7,900 $21,19 $(3,14C  $(6,502  $19,49

The accompanying notes are an integral part ofdnesolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December :

(In thousands 200¢ 2007
OPERATING ACTIVITIES

Net income $36¢ $1,12;
Adjustments to reconcile net income to net caskigesl by operating activitie:

Provision for loan losse 82C 36&

Deferred income tax bene (38¢) (48)

Proceeds from sales of los 174 3,00¢

Originations of loans he-for-sale av7z) (2,979

Realized losses (gains) on sales

Foreclosed real esta 46 (15)
Loans (2 (27)
Available-for-sale investment securiti (62 (37¢)

Impairment writ-down on availabl-for-sale securitie 2,25 -

Depreciatior 69¢ 734

Amortization of intangible ass - 181

Amortization of deferred financing cos - 15

Amortization of mortgage servicing rigt 28 46

Earnings on bank owned life insurar (293) (225)

Net amortization of premiums and discounts on itmesit securitie 112 144

(Increase) decrease in accrued interest recei' (5) 21

Net change in other assets and liabili (299) 962

Net cash provided by operating activities 3,27¢ 2,924
INVESTING ACTIVITIES
Purchase of investment securities avail-for-sale (31,75¢) (23,509
Net purchases of Federal Home Loan Bank s (421) (54¢)
Proceeds from maturities and principal reductidnswestment securities availa-for-sale 18,63 18,95
Proceeds from sale ¢
Available-for-sale investment securiti 3,531 2,72¢
Real estate acquired through foreclos 97¢ 27¢€
Premises and equipme - 34
Net increase in loar (27,672) (20,362)
Purchase of premises and equipn (341) (97€)
Net cash used in investing activitie (37,049 (23,409
FINANCING ACTIVITIES
Net increase in demand deposits, NOW accountspgaéccounts, money market deposit acco!

MMDA accounts and escrow depos 6,00: 5,36¢
Net increase in time depos 12,35( 13z
Net (repayments on) proceeds from s-term borrowings (82%) 18,40(
Payments on lor-term borrowings (11,610 (12,350
Proceeds from lor-term borrowings 26,00( 5,00(
Proceeds from trust preferred obligat - 5,15¢
Payments on trust preferred obligat - (5,15%)
Proceeds from exercise of stock opti 10 114
Cash dividends pai (699 (695)

Net cash provided by financing activities 31,23¢ 16,96¢
Decrease in cash and cash equivaler (2,53%) (3,510
Cash and cash equivalents at beginning of p¢ 10,21: 13,72:
Cash and cash equivalents at end of peric $7,67¢ $10,21:
CASH PAID DURING THE PERIOD FOR:

Interest $7,71¢ $8,55!

Income Taxe: 162 18¢
NON-CASH INVESTING ACTIVITY

Transfer of loans to foreclosed real es 49¢ 664

The accompanying notes are an integral part ofdnsolidated financial statemer
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Nature of Operations

The accompanying consolidated financial stateméemtlide the accounts of Pathfinder Bancorp, Inke (tCompany”)and its wholly owne
subsidiary, Pathfinder Bank (the “BankThe Bank has three wholly owned operating subsaaPathfinder Commercial Bank, Whispering C
Development Corp. and Pathfinder REIT, Inc. Alleintompany accounts and activity have been eliminatezbnsolidation. The Company |
seven offices located in Oswego County. The Compsuprimarily engaged in the business of attrarctileposits from the general public in
Company’s market area, and investing such depdseiigther with other sources of funds, in loansusst by one-tdour family residential rei
estate, commercial real estate, business assets amnv@stment securities.

Pathfinder Bancorp, M.H.C., (the “Holding Compang’)ymutual holding company whose activity is not udgld in the accompanying financ
statements, owns approximately 63.7% of the outétgncommon stock of the Company. Salaries, engaolyenefits and rent approximal
$167,000 and $144,000 were allocated from the Cagnpathe Holding Company during 2008 and 2007peetvely. As of December 31, 20
the Bank had a loan receivable from the Holding Gany of $1,075,000.

Use of Estimates in the Preparation of Financial $tements

The preparation of financial statements in conftynmwith accounting principles generally acceptedthie United States of America requ
management to make estimates and assumptionsftbett the reported amounts of assets and liakslifiad disclosure of contingent assets
liabilities at the date of the financial statemeautsl the reported amounts of revenues and expénsieg the reporting period. Actual results cc
differ from those estimates. Management has ifledtthe allowance for loan losses, deferred incoamxes, pension obligations, the evaluatic
goodwill for impairment and the evaluation of intraent securities for other than temporary impairimerbe the accounting areas that requir
most subjective and complex judgments, and as suchg be the most subject to revision as new mé&dion becomes available.

The Company is subject to the regulations of varigovernmental agencies. The Company also undemg@dic examinations by the regula
agencies which may subject it to further changeh waspect to asset valuations, amounts of requiesl allowances, and operating restrict
resulting from the regulators' judgments basechéorination available to them at the time of theiaminations.

Significant Group Concentrations of Credit Risk

Most of the Company' activities are with customers located primarilyOswego and parts of Onondaga counties of New Yigte. Note
discusses the types of securities that the Compasmsts in. Note 4 discusses the types of lenttiag the Company engages in. The Com
does not have any significant concentrations toargyindustry or customer.

Advertising

The Company follows the policy of charging the sast advertising to expense as incurred. Advedisiosts included in other operating expe
were $264,000 and $297,000 for the years endedntiere31, 2008 and 2007, respectively.
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Cash and Cash Equivalents

Cash and cash equivalents include cash on handjrasndue from banks and interéstaring deposits (with original maturity of threemths o
less).

Investment Securities

The Company classifies investment securities adadle-for-sale. Available-fosale securities are reported at fair value, withumeealized gair
and losses reflected as a separate component i&hsiders’ equity, net of the applicable income ¢ffect. None of the Compars/investmer
securities have been classified as trading or teeldaturity.

Gains or losses on investment security transactiwasbased on the amortized cost of the specifiargies sold. Premiums and discounts
securities are amortized and accreted into incosimguhe interest method over the period to maturit

The Company monitors investment securities for immpant on a quarterly basis. Declines in the Yailue of investment securities below cost
are deemed to be other-than-temporary are reflectedarnings as realized losses. In estimatingeretiantemporary impairment loss:
management considers (1) the length of time an@xtent to which the fair value has been less twat, (2) the financial condition and nears
prospects of the issuer, and (3) the intent anlityabf the Company to retain its investment in thsuer for a period of time sufficient to allow
any anticipated recovery in fair value.

Federal Home Loan Bank Stock

Federal law requires a member institution of thedfal Home Loan Bank (“FHLB”yystem to hold stock of its district FHLB accorditgye
predetermined formula. The stock is carried at.cos

Mortgage Loans Held-for-Sale

Mortgage loans held-fosale are carried at the lower of cost or fair valkair value is determined in the aggregate. &heere no forwat
commitments outstanding as of December 31, 200&6a60d.

Transfers of Financial Assets

Transfers of financial assets, including salesoains and loan participations, are accounted fosaéss when control over the assets has
surrendered. Control over transferred assetsemdd to be surrendered when (1) the assets hamdédwdated from the Company, (2) the transf
obtains the right (free of conditions that constraifrom taking advantage of that right) to pledgeexchange the transferred assets, and (.
Company does not maintain effective control overttnsferred assets through an agreement to tegsethem before their maturity.

Loans

The Company grants mortgage, commercial and consloars to customers. Loans that management amtbnt and ability to hold for tl
foreseeable future or until maturity or paff; generally are stated at unpaid principal bet¢en less the allowance for loan losses and plt
deferred loan origination costs. The ability of thempanys debtors to honor their contracts is dependent tip® real estate and general econ
conditions in the market area. Interest incomgeiserally recognized when income is earned usiagrterest method. Nonrefundable loan
received and related direct origination costs iredirare deferred and amortized over the life ofltlem using the interest method, resulting
constant effective yield over the loan term. Defdrfees are recognized into income and deferret$ @ms charged to income immediately L
prepayment of the related loan.
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Allowance for Loan Losses

The allowance for loan losses is established aefoare estimated to have occurred through a pyovisr loan losses charged to earnings. |
losses are charged against the allowance when maree believes the uncollectibility of a loan bakrmis confirmed. Subsequent recoverie
any, are credited to the allowance. The Compamiogieally evaluates the adequacy of the allowafureloan losses in order to maintain
allowance at a level that is sufficient to absantbable and estimable credit losses.

The allowance consists of specific, general andlargted components. It includes amounts spedfjiallocated to impaired loans. A loar
considered impaired, based on current informatioh events, if it is probable the Company will beable to collect the scheduled payment
principal or interest when due according to thet@mual terms of the loan agreement. Specifiemess are established based on the fair val
underlying collateral or discounted cash flowsappropriate, when those values are lower thandlmgiog value of the loan. The allowance is
comprised of general reserves, which are establiblgeapplying loss factors to the aggregate balaficaajor loan categories or pools of sm
balance homogeneous loans. The loss factors aeemdeed by management based on an evaluationstdrital loss experience, delinque
trends, volume and type of lending conducted, &edrnpact of current economic conditions in the katarea. An unallocated component of
allowance may be maintained to cover uncertaitiascould affect managemesgstimate of probable losses. The unallocategooent reflect
the margin of imprecision inherent in the underyiassumptions used in the methodologies for estignatpecific and general losses in
portfolio. While management uses the best infoimnatvailable to make evaluations, future adjustsi¢a the allowance may be necessa
conditions differ substantially from the assumpsiarsed in making the evaluation.

Income Recognition on Impaired and Non-accrual Loas

Loans, including impaired loans, are generally <ifaed as noraccrual if they are past due as to maturity or paynof principal or interest for
period of more than 90 days. When a loan is cliassds noraccrual and the future collectibility of the receddoan balance is doubtful, collecti
of interest and principal are generally applie@ asduction to principal outstanding.

When future collectibility of the recorded loan date is expected, interest income may be recogmimea cash basis. In the case where a
accrual loan had been partially charged off, redagn of interest on a cash basis is limited tot théiich would have been recognized on
recorded loan balance at the contractual inteegst Cash interest receipts in excess of that aharerrecorded as recoveries to the allowanc
loan losses until prior charge-offs have been frélyovered.

Off-Balance Sheet Credit Related Financial Instrumats

In the ordinary course of business, the Companyemésred into commitments to extend credit, inalgdcommitments under standby letter
credit. Such financial instruments are recordedmthney are funded.

Premises and Equipment
Premises and equipment are stated at cost, lesmatated depreciation. Depreciation is computea straightine basis over the estimated us
lives of the related assets, ranging up to 40 yieagremises and 10 years for equipment. Maintea@md repairs are charged to operating exp

as incurred. The asset cost and accumulated dafioecare removed from the accounts for asset$ @otetired and any resulting gain or los
included in the determination of income.
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Foreclosed Real Estate

Properties acquired through foreclosure, or by ded@u of foreclosure, are recorded at their faifue less estimated disposal costs. Fair va
determined based on a current appraisal and inspedfosts incurred in connection with preparihg foreclosed real estate for disposition
capitalized to the extent that they enhance theativiair value of the property. Write downs of,daexpenses related to, foreclosed real €
holdings are included in noninterest expense arré %£33,000 and $98,000 in 2008 and 2007, resgdgtiv

Intangible Assets

Intangible assets represent core deposit intargyigtel goodwill arising from acquisitions. Core dsp intangibles represent the premium
Company has paid for deposits acquired in excesiseofost incurred had the funds been purchasttinapital markets. Core deposit intangi
were amortized on a straiglite basis over a period of five years. As of ®@ei02007, all core deposit intangibles are fullyoatimed. Goodwiil
represents the excess cost of an acquisition tnefair value of the net assets acquired. Goodsvillot amortized but is evaluated annually
impairment.

Mortgage Servicing Rights

Originated mortgage servicing rights are recordettheir fair value at the time of transfer and amortized in proportion to and over the perio
estimated net servicing income or loss. The cagyilue of the originated mortgage servicing sghtperiodically evaluated for impairment.

Stock-Based Compensation

Compensation costs related to share-based payna@msgttions are recognized based on the granfalatealue of the stockased compensati
issued. Compensation costs are recognized ovepettied that an employee provides service in exchdogthe award. No options were grai
during 2008 or 2007, and all outstanding optionsewfelly vested on January 1, 2006 and, accordjnidigre was no impact on the Company
results of operations for the periods presented.

Retirement Benefits

The Company has established tax qualified retirémplms covering substantially all full-time empéms and certain patithe employees. Pensi
expense under these plans is charged to currematapes and consists of several components of easipn cost based on various actu
assumptions regarding future experience underltresp

In 2006, the Company adopted SFAS 158, which redutine recognition of the underfunded status ofjpenand other postretirement benefit p
on the consolidated statements of condition. UiS#eAS 158, gains and losses, prior service costamtits, and any remaining transition amao
under SFAS 87 and SFAS 106 that have not yet beeagnized through net periodic benefit cost areogezed in accumulated ot
comprehensive loss, net of tax effects, until thegy amortized as a component of net periodic d@st.January 1, 2008, the Company recorc
charge to retained earnings, representing the aiiveleffect adjustment upon adopting the measunemhate transition rule for the Compasy’
pension plan and postretirement benefit plan. deoedance with SFAS 158 measurement date provisfas assets and obligations are t
measured as of the date of the emplay&tatement of Condition. The Company previousasured its pension and postretirement plans
October 1 of each year.

In addition, the Company has unfunded deferred emsation and supplemental executive retirementspfan selected current and forr
employees and officers that provide benefits tlasinot be paid from a qualified retirement plan tuénternal Revenue Code restrictions. TI
plans are nonqualified under the Internal RevenadeC and assets used to fund benefit paymentsaireegregated from other assets of
Company, therefore, in general, a participantisemreficiary's claim to benefits under these plarasia general creditor.
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Income Taxes

Provisions for income taxes are based on taxegmtlyrpayable or refundable and deferred incomedan temporary differences between thi
basis of assets and liabilities and their repoat@dunts in the consolidated financial statemengdeiDed tax assets and liabilities are reportettid
consolidated financial statements at currently sthincome tax rates applicable to the period inciwvithe deferred tax assets and liabilities
expected to be realized or settled.

Earnings per Share

Basic earnings per share are computed by dividetgintome by the weighted average number of comsiames outstanding throughout €
year. Diluted earnings per share gives effect éighted average shares that would be outstandsgrasg the exercise of issued stock opi
using the treasury stock method.

Other Comprehensive (Loss) Income

Accounting principles generally accepted in thetehiStates of America, require that recognizedmageexpenses, gains and losses be incluc
net income. Although certain changes in assetdiabilities, such as unrealized gains and losseavailable-forsale securities, and unrecogni
gains and losses, prior service costs and transiéasets or obligations for defined benefit pensiod postetirement plans are reported ¢
separate component of the shareholdexgiity section of the consolidated statements ofditon, such items, along with net income,
components of comprehensive (loss) income.

The components of other comprehensive (loss) incamderelated tax effect at and for the years efsmbmber 31, are as follows:

(In thousands 200¢ 2007
Unrealized holding (losses) gains on securitiesl@a for sale
Unrealized holding (losses) gains arising durirgyythar $(2,34¢) $69(
Reclassification adjustment for losses (gains)idet! in net incom 2,191 (378
Net unrealized (losses) gains on securities availiaip sale (155) 31z
Defined benefit pension and post retirement pl
Additional plan (losses) gait (2,257) 10z

Reclassification adjustment for amortization of éférplans'
net loss and transition obligation recognized i

periodic expens 84 10t
Net change in defined benefit plan assets and atinigs (2,173 20€
Other comprehensive (loss) income before (2,32¢) 52C
Tax effect 632 (207)
Other comprehensive (loss) incol $(1,696 $31:

The components of accumulated other comprehens$ge het of related tax effects, at December lasifollows:

(In thousands 200¢ 2007
Unrealized losses on securities available for

(net of tax benefit 200- $205; 2007 $441) $(1,059 $(667)
Net pension losse

(net of tax benefit 200- $1352; 200°- $495) (2,027) (742)
Net pos-retirement losses and transition obligat

(net of tax benefit 200- $40; 2007- $36) (60) (54)

$(3,140 $(1,457)
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Reclassifications

Certain amounts in the 2007 consolidated finanstaltements have been reclassified to conform toctiveent year presentation. Th
reclassifications had no effect on net income asipusly reported.

NOTE 2: NEW ACCOUNTING PRONOUNCEMENTS

In December 2007, the FASB issued Statement No.(R}1Business CombinationSFAS 141R). This Statement establishes principles
requirements for how the acquirer of a businessgeizes and measures in its financial statememetsdémtifiable assets acquired, the liabilities
assumed, and any noncontrolling interest in theuiaeg. The Statement also provides guidance foogrizing and measuring the goodwill
acquired in the business combination and determvifeeg information to disclose to enable users effthancial statements to evaluate the nature
and financial effects of the business combinatitdre guidance will become effective for the Compdaguary 1, 2009. This pronouncement will
impact the Company’s accounting for business coatliins completed beginning January 1, 2009.

Staff Accounting Bulletin No. 109 (SAB 109), "Wett Loan Commitments Recorded at Fair Value Thrdtgmings" expresses the views of the
staff regarding written loan commitments that azecainted for at fair value through earnings underegally accepted accounting principles. To
make the staff's views consistent with current adithtive accounting guidance, the SAB revises asgtinds portions of SAB No. 105,
"Application of Accounting Principles to Loan Comments." Specifically, the SAB revises the SEGf'staiews on incorporating expected net
future cash flows related to loan servicing adtgtin the fair value measurement of a written loammitment. The SAB retains the staff's views
on incorporating expected net future cash flowateal to internally-developed intangible assetshin fair value measurement of a written loan
commitment. The staff expects registrants to apipéyviews in Question 1 of SAB 109 on a prospechasis to derivative loan commitments
issued or modified in fiscal quarters beginningafecember 15, 2007. The adoption of SAB 109 dichave a material impact on the Company’s
financial statements.

In February 2008, the FASB issued a FASB Staff tRwosi(FSP) FAS 140-3, “Accounting for Transfers Kifiancial Assets and Repurchase
Financing Transactions.” This FSP addresses the iswhether or not these transactions shoulddged as two separate transactions or as one
"linked" transaction. The FSP includes a "rebutiailesumption” that presumes linkage of the twosaations unless the presumption can be
overcome by meeting certain criteria. The FSP laélleffective for fiscal years beginning after Nowem15, 2008 and will apply only to original
transfers made after that date; early adoptionmatibe allowed. The Company is currently evalgatire potential impact the new pronouncement
will have on its consolidated financial statements.

In April 2008, the FASB issued FSP FAS 142-3, “Detimation of the Useful Life of Intangible AssetsThis FSP amends the factors that should
be considered in developing renewal or extensi@uraptions used to determine the useful life of @geized intangible asset under FASB
Statement No. 14Z5o0o0dwill and Other Intangible AssefSFAS 142). The intent of this FSP is to improlve tonsistency between the useful life
of a recognized intangible asset under SFAS 142tangeriod of expected cash flows used to medhkeréair value of the asset under SFAS 141R
and other GAAP. This FSP is effective for finah@tatements issued for fiscal years beginningr dtecember 15, 2008, and interim periods
within those fiscal years. Early adoption is plotdd. The Company does not expect this pronouroemwill have a material impact on its
consolidated financial statements.

In May 2008, the FASB issued SFAS No. 162, “Therdtiehy of Generally Accepted Accounting PrincipleSFAS 162). The purpose of SFAS
162 is to improve financial reporting by providiagconsistent framework for determining what accimgnprinciples should be applied when
preparing GAAP financial statements. The FASBeywas that issuing the GAAP hierarchy as a FASBdstah recategorizing the existing GAAP
hierarchy into two levels of accounting literatfeaithoritative and non-authoritative), and elevatihe conceptual framework within the GAAP
hierarchy are key objectives of achieving the FASgbal of improving the quality of accounting stards and the standard-setting process. SFAS
162 is effective 60 days following the SEC’s apmiosf Public Company Accounting Oversight Board @&0B”) amendment to AU Section
411. The Company’s adoption of SFAS 162 is noteetgd to have a material impact on its consoliddieancial condition or results of
operations.
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In October 2008, the FASB issued FSP SFAS No. 157ERtermining the Fair Value of a Financial Asset WHée Market for That Asset Is M
Active” (FSP 1573), to clarify the application of the provisions®FAS 157 in an inactive market and how an entityld determine fair value
an inactive market. FSP 137is effective immediately and applied to our 2@08solidated financial statements. The applicatibtine provision
of FSP 157-3 did not materially affect our resolt®perations or financial condition.

In November 2008, the SEC released a proposed madegarding the potential use by U.S. issuergahtial statements prepared in accord
with International Financial Reporting StandardsRE). IFRS is a comprehensive series of accourgiagdards published by the Internatic
Accounting Standards Board (“IASB”Mnder the proposed roadmap, the Company may béredqio prepare financial statements in accord
with IFRS as early as 2014. The SEC will make ambeihation in 2011 regarding the mandatory adoptibiFRS. The Company is currer
assessing the impact that this potential changddarave on its consolidated financial statementd,iawill continue to monitor the developmen
the potential implementation of IFRS.

In December 2008, the FASB issued FSP FAS 132(REthployers’ Disclosures about Postretirement Bierfetin Assets”. This FSP ameni
SFAS 132(R), “Employers’ Disclosures about Pensimmd Other Postretirement Benefits”, to providedgace on an employerdisclosures abc
plan assets of a defined benefit pension or othstrgtirement plan. The disclosures about plartasgequired by this FSP shall be providec

fiscal years ending after December 15, 2009. The@any is currently reviewing the effect this neserpuncement will have on its consolide
financial statements.

NOTE 3: INVESTMENT SECURITIES — AVAILABLE-FOR-SALE
The amortized cost and estimated fair value ofstment securities are summarized as follows:

December 31, 20

Gros: Gros: Estimatel
Amortizec Unrealize( Unrealize( Fair
Cos Gains Losse: Value
(In thousands
Bond investment securitie
US Treasury and agenci $9,12¢ $342 $- $9,46¢
State and political subdivisiol 5,02( 23 (7Q 4,97:
Corporate 12,18: 117 (1,472) 10,82¢
Mortgage¢backed 39,47¢ 707 (15E5) 40,03(
Total 65,80¢ 1,18¢ (1,697 65,297
Equity and other investmer 7,591 - (750 6,841
Total investment securitie $73,39¢ $1,18¢ $(2,44)) $72,13t
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December 31, 20

Gros: Gros: Estimatel
Amortizec Unrealizet Unrealizet Fair
Cos Gains Losse: Value
(In thousands
Bond investment securitie
US Treasury and agenci $18,67: $27 $(59) $18,64t
State and political subdivisiol 5,34z 5 (20 5,32i
Corporate 6,392 1 (366€) 6,027
Mortgage-backed 28,61t 87 (325 28,371
Total 59,02: 12C (764) 58,37
Equity and other investmer 7,092 14 (473) 6,63:
Total investment securitie $66,11: $13¢ $(1,23) $65,01(

Gross gains of $85,000 and $385,000 for 2008 afd ,2@spectively and gross losses of $23,000 ar@@7or 2008 and 2007, respectively v
realized on sales of available for sale securities.

Investment securities with a carrying value of appnately $37,815,000 at December 31, 2008 werdgelé to collateralize certain deposit
borrowing arrangements.

The amortized cost and estimated fair value of delgtstments at December 31, 2008 by contractutdnityaare shown below. Expected maturi
may differ from contractual maturities because twwars may have the right to call or prepay oblgyatiwith or without penalties.

Amortizec Estimatel
Cos Fair Value

(In thousands
Due in one year or le: $2,07% $2,09:
Due after one year through five ye 13,53t 13,19:
Due after five years through ten ye 4,55¢ 4,46¢
Due after ten yeai 6,161 5,51¢
Mortgagebacked securitie 39,47¢ 40,03(
Totals $65,80! $65,29°

The Company’s investment securitiggbss unrealized losses and fair value, aggredatdédvestment category and length of time thatvittlial
securities have been in a continuous unrealizesddosition, is as follows:

December 31, 20(

Less than Twelve Montt Twelve Months or Mort Total
Unrealize« Fair Unrealize« Fair Unrealize« Fair
Losse: Value Losse: Value Losse: Value

(In thousands

State and political subdivisiol $(70) $2,13¢ $- $- $(70) $2,13¢
Corporate (327) 5,34¢ (1,145 2,80¢ (1,472 8,15¢
Mortgagebacked (150 7,491 (5) 734 (155) 8,22t
Equity and other investmer (744) 4,251 (6) 21 (750) 4,272
$(1,29) $19,22! $(1,156¢) $3,56( $(2,447) $22,78!

Page 4¢




December 31, 200

Less than Twelve Montr Twelve Months or Mort Total
Unrealize« Fair Unrealize« Fair Unrealize« Fair
Losse: Value Losse: Value Losse: Value
(In thousands
US Treasury and agenci $(2) $1,004 $(52) $10,59¢ $(59) $11,60:
State and political subdivisiol - - (20 3,362 (20 3,362
Corporate (94) 88t (272 3,692 (366€) 4,577
Mortgagebacked (16) 4,97: (309 17,16¢ (325 22,14
Equity and other investmer (2) 12 (477) 6,04: (473) 6,05¢
$(113) $6,87 $(1,129) $40,86! $(1,237) $47,73¢

The Company reviews its securities portfolio fotgrdial impairment issues at least quarterly. Bgithe year 2008, the Company recorded ¢
than temporary impairment charges on: a $1,000k0@ing in a senior unsecured note issued by LehBrathers Holdings Inc., which filed
Chapter 11 Bankruptcy petition on September 158200the amount of $875,000, the AMF Large Capifggaund in the amount of $690,0!
$269,000 in the AMF Ultra Short Mortgage Fund, 8D, in the Financial Institutions Fund and $10,000a stock investment in The Phoe
Companies. No impairment losses were recorded gl@097.

At December 31, 2008, 5 state and political sulsitivi securities had unrealized losses. Duringagn2009, the Company sold the majority o
state and political subdivision portfolio. Onlyhbldings, all of which have final maturity dateghin the next 12 months, were not liquidated.
portfolio was sold to take advantage of historicdligh pricing levels, while generating liquiditg fund loan portfolio growth. Only one of th
securities that were in unrealized loss position®@cember 31 was actually sold at a loss. The totled $5,500, or 1.2%, of the secusty’
carrying value. The total sale of these holdiremilted in an overall gain recognized by the CompuHr$85,000. Management has the intent
ability to hold the remaining short-term positidnsnaturity.

At December 31, 2008, 12 corporate securities werarealized loss positions. The two securitiethie largest unrealized loss position repre
trust-preferred issuances from large money cetan€ial institutions. The JP Morgan Chase flaptiate trusipreferred security has a carry
value of $984,000 and a fair value of $525,000. Baek of America floating rate trugteferred security has a carrying value of $979 2@ a fai
value of $678,000. The securities are rated Al A2dby Moodys. The securities are both floating rate noted #wjust quarterly f
LIBOR. These securities reflect net unrealizedsdssdue to the fact that current similar issuaacedeing originated at much higher sprea
LIBOR, as the market currently demands a greatemgr premium for the associated risk in the cureegonomic environment. Management
performed a detailed credit analysis on the undeglgompanies and has concluded that each isswa iredit impaired. Due to the fact that €
security has in excess of 18 years until final mgtuand management has determined that ther® ilated credit impairment, the associ
pricing risk is managed similar to long-term, lovelgding, 15 and 30 year fixed rate residential mages carried in the Compasyloar
portfolio. The risk is managed through the Compamxtensive interest rate risk management procediManagement has the intent and abili
hold these securities to maturity or market praowery, thus, the securities are not deemed tih®-than-temporarily impaired.

The next group of 8 corporate securities reprefsesd rate notes with varying yields and maturitid$he unrealized loss positions principally re
to changes in interest rates subsequent to theityeacquisition date, as well as a greater amoficredit spread currently being priced into sim
security offerings. All eight securities are cuntitg A rated or better by Moodg’and S & P. Management has performed a detaidetit ceview ol
each security issuer and determined that noneeofstfues are credit impaired. Management hasnteatiand ability to hold these securitie
maturity or market price recovery, thus, the sdimsiare not deemed to be other-than- temporampaired.
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The final two corporate securities in unrealizesklpositions are a senior unsecured bond issuedtipan Brothers, which was written down to its
market value at September 30, 2008, and a sensacurned fixed rate bond issued by CIT Group. Mamant has obtained current pricing quotes
on its Lehman holding. Based on the quotes, managedeems the current carrying value of the bortzetappropriate. The CIT Group bond,
with a carrying value of $996,000, matures in Faby12010 and carries a rating of Baa2 from Moody'ke bond’s fair value at December 31,
2008 was $861,000 and had improved 25% when compauits historic low, which was experienced durihg third quarter of 2008. The bond
valuation has continued to improve through Febr28&@9. CIT Group has strengthened its balancet flyeexchanging old debt for cash and
subordinated notes due in 2018, as well as byn@esilditional capital. Management has performddtailed credit review of the issuer and
continues to stay apprised of issues impactinghbiding and currently feels that the securityas ether than temporarily impaired. Management
has the intent and ability to hold this securityrtaturity.

At December 31, 2008, 33 mortgalgacked securities have unrealized losses. Thelized losses relate primarily to securities issbigdFNMA,
FHLMC and GNMA and are currently rated AAA by Modslynvestor Services (‘Moody’s”) and Standards &wbr (S & P”). These unrealize
losses relate principally to changes in interetgtsraubsequent to the acquisition of the spedfitisties. None of the securities in this cateduag
an unrealized loss that exceeded 10%, and themgstity had unrealized losses under 1%, or $1,00@6e Company has the intent and abilit
hold the individual securities to maturity or markeice recovery.

At December 31, 2008, 4 holdings, classified asteqund other investments, had unrealized net s3evo of the individual holdings had losse
approximately $7,000 in total at December 31, 2008e of the two remaining holdings, the AMF UlBaort Mortgage Fund (“the Fund”
represents an investment in a mutual fund backeshbyt-duration adjustable rate mortgdmesked security products. At September 30, 206
Company recorded other-than-temporary impairmeiarggs totaling $612,000, or 18%, of the Fusndarrying value, to the stated NAV.
December 31, 2008, the carrying value of the Comigaremaining investment in the AMF Ultra Short Mage Fund was $2,804,000. The
value was $2,517,000. The Fusdvalue decline is a result of both the weaknesth@ntrading market of the underlying securitiesl dhe
deterioration in the credit quality of a portiontbe Fund’s private label mortgage-backed secimitgings. The Compang’ability to reduce i
investment position in the Fund is limited by thenB instituting its irkind redemption provisions. In particular, the Buis limiting casl
redemptions to $250,000 every 90 days, with angs&xcedemption paid by transferring underlying tas@ekind) held by the Fund. The Compi
requested, and received, an initial $250,000 cademption in April 2008; two additional partial egdptions would have been available to
Company during fiscal year 2008. Management delciddorgo taking additional partial redemptionsaaeflection of its intent and ability to h
the Fund until its value improves.

The current Fund value is not a compilation of dady trading prices of the underlying securitibsf rather is derived from matrix pricing in
illiquid market, thus it is more reflective of liglation pricing than of the Funsl'true fair value. Fund cash flows have been eniapted, as r
individual security has experienced a default aftractual principal or interest payments. The Fuaodtinues to reinvest excess cash flows
short-term federal agency backed mortgbgeked securities, thus improving the overall psifile of the Fund. During 2008, the Fund compos
has shifted from 75% private label holdings and 2&$éncy holdings to 50% private label and 50% fadsgency holdings. In addition, a deta
review of the Funds holdings at December 31, 2@@ficates that only 14.6% of the Fund holdings rated below the Compars/definition o
investment grade, (A rated or better by Moody'Sd& P).

Many of the Governmerd’ initiative to reinvigorate the economy and immroasset valuations are just beginning to take teffSgnifican
improvements in market conditions should be redlinethe near term. Management has displayedhteati and ability to hold this security until
value improves. Given all these facts, it is mamagnts opinion that the current carrying value of thendris reasonable and that additic
adjustments to the Fund’s carrying value are noesgary at this time.

The last holding in an unrealized loss positioDatember 31, 2008, is the Compaiyivestment in the AMF Large Cap Equity Institatb Fund
(“the Fund”), a mutual fund consisting of investment grade, diwidl paying common stocks of large capitalizatiomganies (companies w
market capitalization in excess of $5 billion). Maement recorded an other-titamporary impairment charge of $690,000, or 23.8%the
Funds value, as of September 30, 2008. At DeceBihe2008, the carrying value of the Company’s lieing
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investment in the AMF Large Cap Equity Institutibrfaund was $2,192,000. The fair value was $1,78t,Management believes that
underlying investment grade securities represendityegpositions in wellmanaged companies with a diverse cross section apioue
industries. Management has performed a reviewaoh einderlying holding comprising the Fund. Thé@ee and analysis indicates that there

no individually impaired holdings and there is malication that the profitability of the individualompanies is impaired beyond the cur
economic cycle. The Fund value is highly corralatethe overall stock market performance and mamemt believes that the market will retur
previous valuation levels over the next economidecy Many of the Governmestinitiatives to reinvigorate the economy are pesginning to tak
effect and significant improvements in overall netrkonditions should be realized in the near telMianagement has the intent and ability to

this security until its value improves. As suche trecent decline in market value since SeptemBefB08 is not considered to be other-than-
temporary.

NOTE 4: LOANS

Major classifications of loans at December 31,aéollows:

(In thousands 200¢ 2007

Real estate mortgage
Residentia $132,82! $122,04!
Constructior 2,50¢ 3,77¢
Commercia 55,06 45,49(
190,39 171,31:

Other loans

Consume 3,51¢ 3,92¢
Home Equity/Second Mortgay 24,39 21,37¢
Lease financing 2,30¢ 771
Commercia 25,21°¢ 20,57¢
Municipal loans 3,162 3,93t
58,59: 50,59:
Total loans 248,98 221,90
Net deferred loan cos 88t 84t
Less allowance for loan loss (2,472 (1,709
Loans receivable, ni $247,401 $221,041

The Company grants mortgage and consumer loansstorners throughout Oswego and parts of Onondagaties. Although the Company has a
diversified loan portfolio, a substantial portiohits debtors’ abilities to honor their contractsdependent upon the counties’ employment and
economic conditions.

The following represents the activity associatethvidans to executive officers and directors areirthffiliated entities during the year eni
December 31, 2008:

(In thousands

Balance at Beginning of ye $3,83¢
Originations 2,94(
Principal paymeni (323

Balance at end of ye. $6,45:
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NOTE 5: ALLOWANCE FOR LOAN LOSSES

Changes in the allowance for loan losses for tlaesyended December 31, are summarized as follows:

(In thousands 200¢ 2007
Balance at beginning of ye $1,70: $1,49¢
Recoveries creditet

Commercia 17 -

Mortgage - 23

Consume 30 27
Total recoveries 47 5C
Loans charge-off:

Commercia (46) (85)

Mortgage - (46)

Consume (52 (77)
Total charge-off (98) (208)
Net charg-offs (51) (15¢)
Provision for loan losse 82C 36E
Balance at end of ye. $2,47. $1,70¢
Ratio of net charc-offs to average loans outstand 0.02% 0.0&%

The following is a summary of information pertaigito impaired loans for the years ended December 31

(In thousands 200¢ 2007
Impaired loans without a valuation allowar $2,02( $1,31%
Impaired loans with a valuation allowar 43€ 40¢
Total impaired loan $2,45¢ $1,72:
Valuation allowance related to impaired loi $ 14 $ 15:
Average investment in impaired log $2,25: $1,74¢
Interest income recognized on impaired lo $ 17¢ $ 9
Interest income recognized on a cash bas

impaired loan: $ - $ -

The amount of loans on which the Company has ceasediing interest aggregated approximately $2(8#Band $1,591,000 at December
2008 and 2007, respectively. There were no loassdue ninety days or more and still accruing@seat December 31, 2008 or 2007.

NOTE 6: SERVICING

Loans serviced for others are not included in tempanying consolidated statements of conditibime unpaid principal balances of mortgage
other loans serviced for others were $46,095,000650,409,000 at December 31, 2008 and 2007, rixaplgc

The balance of capitalized servicing rights incliiifeother assets at December 31, 2008 and 20G7$2#®000 and $43,000, respectively.
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The following summarizes mortgage-servicing rigtapitalized and amortized:

(In thousands 200¢ 2007
Mortgage servicing rights capitaliz: $ - $24
Mortgage servicing rights amortizi $2¢ $4€

NOTE 7: PREMISES AND EQUIPMENT

A summary of premises and equipment at Decembes 3, follows:

(In thousands 200¢ 2007
Land $1,22¢ $1,22¢
Buildings 7,007 6,96:
Furniture, fixtures and equipme 7,09( 6,861
Construction in progres 134 66

15,457 15,11¢
Less: Accumulated depreciati 8,007 7,30¢

$7,45( $7,80"

NOTE 8: GOODWILL AND INTANGIBLE ASSETS

A summary of goodwill and other intangible ass¢t®ecember 31, is as follows:

200¢ 200
Gros: Gros:
Carrying  Accumulate Carryinc  Accumulate:
(In thousands Amouni Amortizatior Amouni Amortizatior
Goodwill $3,84( $ = $3,84( $ =
Core deposit intangible 1,111 (1,111 1,111 (1,111

Core deposit intangibles became fully amortizedOictober 2007. Amortization of goodwill and core dsip intangibles is deductible for f
purposes.

As a result of deteriorating economic conditionsthe financial markets, which impacted the tradimdue of the Compang’ common stoc
management engaged an independent third partystdhie Company’s goodwill for impairment pursuantSFAS No. 142, Goodwill and Othe
Intangible Assets”. Management considers the Compahich includes all banking operations on a ctidated basis, as the “reporting unit”
under SFAS 142 for the purpose of testing for gabbdmpairment. Testing was performed by utilizirgthreestep valuation approach usin
measurement date of December 31, 2008:

(1) The estimated fair value of the Company as of teasurement date was determined utilizing threeatialu methodologies includil
the Comparable Transactions approach, the Conteshiam approach and the Discounted Cash Flow approAll approaches we
considered in the final estimate of fair value,hmhe results of the approaches weighted based thonlevel within the SFA
No0.157 hierarchy and managen’s comfort level with each approach. In the finaledaination, the greatest emphasis was plac
approaches utilizing primarily Level 2 inputs (t@@mparable Transaction and Control Premium appesicland less weight w
placed on the Discounted Cash Flow approach dtletaumber of Level 3 inputs that were utiliz
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(2) The amount of goodwill that would be generatech# Company were to be sold at a price equal testsnated fair value w
calculated

(3) A comparison of the estimated fair value of gootjvdiétermined in steps (1) and (2) above, to theecd carrying value of goodw
on the Compar’s books as of the measurement date was perfol

As a result of the above steps, it was determihatithe estimated fair value of goodwill exceeded@ompanys carrying value, and thus there
no goodwill impairment at December 31, 2008.

NOTE 9: DEPOSITS

A summary of deposits at December 31, is as follows

(In thousands 200¢ 2007
Savings accouni $49,55( $50,78¢
Time account: 91,22: 86,58¢
Time accounts over $100,0 40,73: 33,01¢
Money management accoul 10,30( 9,657
MMDA accounts 27,59« 24,88:
Demand deposit intere-bearing 20,91¢ 20,467
Demand deposit noninter-bearing 26,15( 22,76¢
Mortgage escrow func 2,97¢ 2,92(

$269,43! $251,08!

At December 31, 2008, the scheduled maturitiegmad teposits are as follows:

(In thousands
Year of Maturity:

2009 $93,25:
2010 19,41(
2011 7,47°¢
2012 6,52¢
2013 1,681
Thereaftel 3,611

$131,95.

NOTE 10: BORROWED FUNDS

The composition of borrowings (excluding junior sulinated debentures) at December 31, is as follows

(In thousands 200¢ 2007
Shor-term:

FHLB Advances $4,00( $9,00(

Overnight Line of Credit with FHLE 13,57¢ 9,40(

Total shor-term borrowings $17,57! $18,40(
Long-term:

FHLB repurchase agreemel $2,40( $2,40(

FHLB advance: 27,00( 17,61(

Citi Group repurchase agreeme 5,00( -

Total lonc-term borrowings $34,40( $20,01(
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The principal balances, interest rates and magarif the above fixed rate borrowings at DecembePB08 is as follows:

Term Principa Rate:
(Dollars in thousands
Shor-termadvances with FHLE $17,57! 0.46%-3.95%
Long-term:
Repurchase agreements with FHLB (due in 2! $2,40( 5.56%-5.7¢%
Repurchase agreements with Citi Group (due in 2 5,00( 2.95%
Advances with FHLE
due within 1 year 3,00¢ 4.03%-6.0(%
due within 2 year 12,00( 2.42%-4.3%%
due within 3 year 5,00( 4.02%-4.1%
due within 4 year 3,00¢ 4.91%
due within 5 year 4,00( 4.46%-4.52%
Total advances with FHL 27,00(
Total lon¢-term borrowings $34,40(

The repurchase agreements with the Federal Home Baak (“FHLB") and Citi Group are collateralizegl tertain investment securities havir
carrying value of $8,260,000 at December 31, 2008 collateral is under the Compasigontrol. The overnight line of credit agreemsiih the
FHLB is used for liquidity purposes. Interesttbis line is determined at the time of borrowinthe average rate paid on the overnight line di
2008 approximated 1.61%. At December 31, 2008,1$B)000 was available under the overnight line.a”Acompanion to the overnight line v
the FHLB, the Company also has access to aMwomth Overnight Repricing Line of Credit. This@lls the Company to borrow funds for a t
of one month, which reprice daily over the ternustfreeing up the overnight line for daily liquigiteeds. The Company has $33,678,000 ava
under this facility, yet has never accessed thermsoeth overnight repricing line. In addition to tbeernight line of credit program, the Comp
also has access to the FHIsBrerm Advance Program under which it can borrowagious terms and interest rates. Residentiatgage loan
with a carrying value of $77,471,000 and FHLB stegkh a carrying value of $2,549,000 have been giedby the Company under a blar
collateral agreement to secure the Compariyie of credit and term borrowings. The totatstanding indebtedness under all three borro
facilities with the FHLB can not exceed the totalue of the assets pledged under the blanket ecdlahgreement. The Company also mainta
$5,000,000 line of credit with a correspondent balmterest on the line is determined at the tirhbarrowing. The Company did not draw on
line during 2008. In order to utilize the linegt@ompany is required to secure the outstandirenbalwith marketable investment securities.

The Company has a nawnsolidated subsidiary trust, Pathfinder Statutbryst Il, of which 100% of the common equity is red by th
Company. The Trust issued $5,000,000 of 30 yesmtifig rate Compangbligated pooled capital securities of Pathfindeti8ory Trust 1l. Th
Company borrowed the proceeds of the capital siesirfrom its subsidiary by issuing floating rateipr subordinated deferrable inte
debentures having substantially similar terms. Gédggital securities mature in 2037 and are treasetier 1 capital by the Federal Deposit Insur
Corporation and the Office of Thrift Supervisiofhe capital securities of the trust are a poolesttpreferred fund of Preferred Term Securitie:
Ltd. and are tied to the 3-month LIBOR plus 1.6536%% at December 31, 2008) with a fiyear call provision. The Company guarantees i
these securities.

The Company's equity interest in the trust subsjdaf $155,000 is reported in "Other assets". Fagulatory reporting purposes, the Fec
Reserve Board has indicated that the preferredriiesuwill continue to qualify as Tier 1 Capitallgect to previously specified limitations, u
further notice. If regulators make a determinatibat Trust Preferred Securities can no longer besidered in regulatory capital, the secur
become callable and the Company may redeem them.
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The Company retired its original trust preferresbience of $5,000,000 during June 2007, at itsesartiall date. The original issuance of po
capital securities were tied to thar®nth LIBOR plus 3.45%. The proceeds from the i&smance of Pathfinder Statutory Trust Il were u®
retire the original issuance of Pathfinder Statuftnust I.

NOTE 11: EMPLOYEE BENEFITS AND DEFERRED COMPENSATIO N AND SUPPLEMENTAL RETIREMENT PLANS

The Company has a noncontributory defined benefilsfpn plan covering substantially all employed® Pplan provides defined benefits base
years of service and final average salary. In amditthe Company provides certain health and lifeurance benefits for eligible reti
employees. The healthcare plan is contributory hwiparticipants’ contributions adjusted annually; the life insurang#an is
noncontributory. Employees with less than 14 yedrservice as of January 1, 1995, are not eligibiethe health and life insurance retiren
benefits.

On January 1, 2008, the Company recorded a $4&8j0@@e to retained earnings, representing the ativeleffect adjustment upon adopting the
measurement date transition rule for the Compapgission plan and postretirement benefit plan. dooedance with SFAS 15&mployers’
Accounting for Defined Benefit Pension and OthestRdirement Plans, measurement date provisions, plan assets andatiblis are to be
measured as of the employer’s balance sheet @ae.Company previously measured its pension anttgtisement plans as of October 1 of each
year. As a result of the measurement date prowssithe Company increased its retirement planliliggsi with a corresponding charge to retained
earnings, representing the net periodic benefit fooghe period between the October 1, 2007 measent date and January 1, 2008.

The following tables set forth the changes in tlaag benefit obligations, fair value of plan assatd the plans’ funded status as of December 31.:

Pension Benefi Postretirement Benefi

(In thousands 200¢ 2007 200¢ 2007
Change in benefit obligation
Benefit obligations at beginning of ye $4,84: $4,43¢ $33¢ $34¢
Adjustment for measurement date cha 132 - 6 -
Service cos 214 19¢ 3 3
Interest cos 31€ 273 21 21
Actuarial loss (gain 174 83 32 (13
Benefits paic (186€) (14€) (28) (22
Benefit obligations at end of ye 5,49: 4,84:% 36¢ 33t
Change in plan asse
Fair value of plan assets at beginning of y 4,977 4,33¢ - -
Actual return on plan asse (1,499 56& - -
Benefits paic (18€) (14¢) (28) (22
Employer contribution 162 222 28 22
Fair value of plan assets at end of y 3,461 4,977 - -
Funded Statu- (liability) asse: $(2,039) $13¢ $(369) $(335)

Page 57




Amounts recognized in accumulated other comprehiengss as of December 31,

(In thousands 200¢ 2007
Unrecognized transition obligatic $ 5% 7
Net loss 3,42 1,24
3,47 1,32

Tax Effect 1,39 53
$ 2,08 % 79

The accumulated benefit obligation for the definmehefit pension plan was $4,537,000 and $3,953#@00ecember 31, 2008 and 2C
respectively. The postretirement plan had an actated benefit obligation of $369,000 and $335,G00December 31, 2008 and 2(C
respectively.

The significant assumptions used in determiningotirgefit obligations as of December 31, 2008 arfiY 20e as follows:

Pension Benefit Postretirement Benefi
200¢ 2007 200¢ 2007
Weighted average discount ri 6.13% 6.6% 6.13% 6.6%
Rate of increase in future compensation le 3.5(% 4.0(% - -

Assumed health care cost trend rates have a signifieffect on the amounts reported for the pastraent health care plan. The annual rati
increase in the per capita cost of covered medindl prescription drug benefits for yeare calculations were assumed to be 9.00% and 7
respectively. The rates were assumed to decreadeally to 5.00% in 2013 and remain at that leélkieteafter. A on@ercentage point change
the health care cost trend rates would have theiolg effects:

1 Percentac 1 Percentac

Point Point
(In thousands Increas Decreas
Effect on total of service and intert
cost component $1 $(1)
Effect on post retirement benefit obligati 10 (9
The composition of the net periodic benefit plagtdor the years ended December 31, 2008 and 2089 follows:
Pension Benefit Postretirement Benefi
200¢ 2007 200¢ 2007
(In thousands
Service cos $21¢ $19¢ $ 3 S
Interest cos 31€ 272 21 21
Amortization of transition obligatio - - 18 18
Amortization of net losse 66 87 - -
Expected return on plan ass (447) (392 - -
Net periodic benefit plan co $14¢ $16¢4 $42 $42
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The significant assumptions used in determiningteperiodic benefit plan cost for years endedeDdaer 31 were as follows:

Pension Benefit Postretirement Benefi
200¢ 2007 200¢ 2007
Weighted average discount ri 6.6% 6.25% 6.62% 6.25%
Expected long term rate of return on plan as 9.0(% 9.0(% - -
Rate of increase in future compensation le 4.0(% 3.00% - -

The long-term rate-of-return-cassets assumption was set based on historicahsetarned by equities and fixed income securitidgysted t
reflect expectations of future returns as appleethe plans target allocation of asset classes. Equitiesfiaad income securities were assume
earn real rates of return in the ranges of 5-9.0862x6.0%, respectively. The lomerm inflation rate was estimated to be 3.0%. Wihese overs
return expectations are applied to the p@aarget allocation, the expected rate of returs etermined to be 9.0%, which is roughly the miipof
the range of expected return.

The expected longerm rate of return for 2009 has been decrease®lQ% to reflect current economic conditions andeexgd returns. Ti
estimated net actuarial loss that will be amortifedn accumulated other comprehensive loss intopeeibdic benefit plan cost during 200¢
$261,000. The estimated amortization of the urgeized transition obligation in 2009 is $18,000asBd on these factors, and a lower exp
rate of return on plan assets, the expected netdiebenefit plan cost for 2009 is estimated @FB00. The negative impact on earnings rest
from the projected increase in costs in 2009 isrésailt of increased amortization of net pensi@sés and lower expected return on plan a
both primarily due to the decrease in value of @lssets in the defined benefit pension plan.

The Company’s pension plan weightaeerage asset allocations at December 31, 2008Qatuber 1, 2007, the plan measurement dates,ds
category are as follows:

Asset Categor 200¢ 2007

Equity securitie: 59% 7C%
Debt securitie: 41% 3%
Total 100% 10C%

Plan assets are invested in diversified investrherds of the RSI Retirement Trust (the “Trust”sexries of ndead private placement funds. 1
investment funds include equity funds and bond $urehch with its own investment objectives, investtrstrategies and risks, as detailed ir
Private Placement Memorandum. The Trust has baem gliscretion by the Plan Sponsor to determireappropriate strategic asset alloce
versus plan liabilities, as governed by the TruStatement of Investment Objectives and Guidel{tres“Guidelines”).

The longterm investment objective is to be invested 65%edpity securities (equity mutual funds) and 35%débt securities (bond muti
funds). If the plan is underfunded under the Glinds, the bond fund portion will be temporarilycirased to 50% in order to lessen asset
volatility. When the plan is no longer underfungdéte bond fund portion will be decreased back5%3 Asset rebalancing is scheduled whel
investment mix varies more than 10% from the ta¢get, a 20% target range).

The investment goal is to achieve investment regblt will contribute to the proper funding of thension plan by exceeding the rate of infle
over the longerm. In addition, investment managers for thesTare expected to provide above average perforenahen compared to their p
managers. Performance volatility is also monitorBisk/volatility is further managed by the distirinvestment objectives of each of the T
funds and the diversification within each fund.
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Due to recent changes in pension funding law amgpstieclines in asset fair values, a good estimftxpected contributions for the fiscal y
ending December 31, 2009 cannot be determinedsairtie.

The following benefit payments, which reflect exigecfuture service, as appropriate, are expectbeé tuaid.

Years ending December &
(In thousands

2009 $ 17¢
2010 177
2011 184
2012 19¢€
2013 211
Years 201¢+ 2018 $1,39:

The Company also offers a 401(k) plan to its emgésy Contributions to this plan by the Companyewkt16,000 and $148,000 for 2008
2007, respectively.

The Company maintains optional deferred compensatians for its directors, and certain executiviicefs, whereby fees and income norm
received are deferred and paid by the Company baped a payment schedule commencing at age 65 @mtthging monthly for 10 yeal
Directors must serve on the board for a minimun® gfears to be eligible for the Plan. At December Z108 and 2007, other liabilities inclt
approximately $1,741,000 and $1,660,000, respdgtivelating to deferred compensation. Deferred pensation expense for the years el
December 31, 2008 and 2007 amounted to approxiynd225,000 and $212,000, respectively.

The Company has a supplemental executive retireplant for the benefit of certain executive officest December 31, 2008 and 2007, o
liabilities included approximately $333,000 and 63®0 accrued under this plan. Compensation exprokeles approximately $49,000 relatin
the supplemental executive retirement plan for 2008 and 2007.

To fund the benefits under these plans, the Comjmnlye owner of single premium life insurance giels on participants in the naualifiec
retirement plans. At December 31, 2008 and 20@¥¢cash surrender values of these policies we$&00 and $6,437,000, respectively.

NOTE 12: STOCK BASED COMPENSATION PLANS
In February 1997, the Board of Directors approvesiogk option plan and granted options thereundtr an exercise price equal to the ma
value of the Companyg’shares at the date of grant. Under the Stoclo®@ptan, up to 132,249 options had been authofi@edrant of incentiv

stock options and nonqualified stock options, ofclimone remain at December 31, 2008. The optjpasted have a 10-year term with a¢hed
vesting upon the grant date and the remainingngstind becoming exercisable ratably over a 2-yeaog.
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Activity in the Stock Option Plan is as follows:

Weightec
Options Average Share
(Shares in thousand Outstandin  Exercise Pric  Exercisabl
Outstanding at January 1, 2C 37 $7.5: 37
Exercisec (17) 6.6(
Outstanding at December 31, 2( 20 8.34 20
Exercisec (1) 8.34
Outstanding at December 31, 2( 19 8.34 19

The aggregate intrinsic value of a stock optiorresents the total pre-tax intrinsic value (the amtday which the current market value of the
underlying stock exceeds the exercise price obgimn) that would have been received by the optiolders had all option holders exercised their
options on December 31, 2008. The intrinsic valuenges based on fluctuations in the market véltieeaCompany’s stock. At December 31,
2008, the market value of the Company’s stock was than the stock option price, and thereforeptitetanding and exercisable stock options had
no aggregate intrinsic value.

The stock options exercised during 2008 had nisitr value.

At December 31, 2008, the 18,850 options outstandihhad an exercise price of $8.34 and an avermaining contractual life of 2.5 years.
NOTE 13: INCOME TAXES

The provision for income tax expense (benefit)tfa years ended December 31, is as follows:

(In thousands 200¢ 2007
Current $491 $43:
Deferred (38¢€) (48)

$10: $38¢

The provision for income taxes includes the follogyi

(In thousands 200¢ 2007
Federal Income Ta $191 $40¢
New York State Franchise Ti (88) (21)

$10:2 $38¢
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The components of the net deferred tax asset,dadlin other assets as of December 31, are asviollo

(In thousands 200¢ 2007
Assets:

Deferred compensatic $802 $78:
Allowance for loan losse 95€ 65¢
Postretirement benefi 144 12¢
Pension liability 78€ -
Mortgage recording tax credit carryforwe 417 40¢
Investment securitie 503 441
Other 841 94
4,44¢ 2,51¢

Liabilities:
Pension asst - (52
Depreciatior (475) (517)
Accretion (45) (57)
Loan origination fee (349 (335
Intangible asset (841 (651
Prepaid expens¢ (177 (107)
(1,887 (1,719
2,56z 79t
Less: deferred tax asset valuation allowe (540) -
Net deferred tax ass $2,02: $79¢

Realization of deferred tax assets is dependem thm generation of future taxable income or thisterce of sufficient taxable income within
carry back period. A valuation allowance is pr@ddvhen it is more likely than not that some partior all of the deferred tax assets, will no
realized. In assessing the need for a valuatimwvahce, management considers the scheduled réwérdege deferred tax liabilities, the level
historical taxable income and the projected futieneel of taxable income over the periods in whible temporary differences comprising
deferred tax assets will be deductible. The judgnadout the level of future taxable income is nelnély subjective and is reviewed on a conti
basis as regulatory and business factors changealuation allowance of $540,000 was establishedfaBecember 31, 2008, as manager
believes it may not generate sufficient capitahgdo offset its capital loss carry forward.

A reconciliation of the federal statutory income tate to the effective income tax rate for thergemded December 31, is as follows:

200¢ 2007
Federal statutory income tax r: 34.(% 34.(%
State ta» (12.5) (0.9)
Tax-exempt interest incorr 7.7 (6.1
Increase in value of life insuran (19.2) (5.7
Deferred tax valuation allowan: 45.2 -
Other (7.9) 3.6
Effective income tax rat 21.% 25.5%

The adoption of FIN 48 at January 1, 2007 did ratehan impact on the Compasyconsolidated financial statements. At DecemieR808 an
2007, the Company did not have any uncertain tasitipos. The Compang’policy is to recognize interest and penaltiesunrecognized te
benefits, if any, in income tax expense in the ©btdated Statements of Income. The tax years stibjeexamination by the taxing authorities
the years ended December 31, 2008, 2007, 20060
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NOTE 14: EARNINGS PER SHARE

The following is a reconciliation of basic to diégt earnings per share for the years ended Dece3tiber

(In thousands, except per share d¢ Earning: Share EPS
2008 Net Incom $36¢
Basic EP< 36¢€ 2,48¢ $0.1¢
Effect of dilutive securitie
Stock options - 1 -
Diluted EPS $36¢ 2,48¢ $0.1¢
2007 Net Incom $1,12:
Basic EPS 1,127 2,48: $0.4¢
Effect of dilutive securitie
Stock options 2 4 -
Diluted EPS $1,12; 2,487 $0.4¢

NOTE 15: COMMITMENTS AND CONTINGENCIES

The Company is a party to financial instrumentshvagff-balance sheet risk in the normal course of busitegseeet the financing needs of
customers. These financial instruments include citmemts to extend credit and standby letters oflitreéSuch commitments involve, to vary
degrees, elements of credit risk in excess of theumt recognized in the consolidated statementoaflition. The contractual amount of th
commitments to extend credit reflects the exteninablvement the Company has in this particulasslaf financial instrument. The Compasy’
exposure to credit loss in the event of nonperforceaby the other party to the financial instrunfentcommitments to extend credit is represe
by the contractual amount of the instrument. Tlen@any uses the same credit policies in making dtmments as it does for doalance she
instruments.

At December 31, 2008 and 2007, the following finahimstruments were outstanding whose contractuantsorepresent credit risk:

Contract Amoun

(In thousands 200¢ 2007
Commitments to grant loal $8,72: $9,677
Unfunded commitments under lines of cre 15,71( 17,91:
Standby letters of crec 1,63¢ 1,744

Commitments to extend credit are agreements to feral customer as long as there is no violatiomrof condition established in the contr
Commitments generally have fixed expiration datestber termination clauses and may require payrotatfee. Since some of the commitn
amounts are expected to expire without being drapon, the total commitment amounts do not necdgsapresent future cash requirements.
Company evaluates each customer’s creditworthioess case-bgase basis. The amount of collateral obtained,e#nted necessary by
Company upon extension of credit, is based on nemnegts credit evaluation of the counter party. Colldtdrald varies but may inclu
residential real estate and incop@ducing commercial properties. Loan commitmentstanding at December 31, 2008 with fixed interate:
amounted to approximately $6.1 million. Loan commahts, including unused lines of credit, outstagdiah December 31, 2008 with varia
interest rates amounted to approximately $20.0ianill These outstanding loan commitments carryecirmarket ratesUnfunded commitmen
under standby letters of credit, revolving creitie$ and overdraft protection agreements are camenits for possible future extensions of crec
existing customers. These lines of credit usuddlynot contain a specified maturity date and maybeadrawn upon to the total extent to which
Company is committed.
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Outstanding letters of credit written are condiibmommitments issued by the Bank to guaranteep#r®rmance of a customer to a tl
party. The majority of these standby letters @ddr expire within the next twelve months. Thedireisk involved in issuing letters of credi
essentially the same as that involved in extendthgr loan commitments. The Bank requires coldteupporting these letters of credit as dee
necessary. Management believes that the procdstdmed through a liquidation of such collateraludbbe sufficient to cover the maximi
potential amount of future payments required unkercorresponding guarantees. The amount ofdbdity as of December 31, 2008 and 2007
guarantees under standby letters of credit issuadtimaterial.

The Company leases land and leasehold improvemerisr agreements that expire in various years véttewal options over the next
years. Rental expense, included in building ocoap&xpense, amounted to $66,000 and $63,000 i 206 2007, respectively. In October 2!
the Company entered into a land lease with ondsadlirectors on an armength basis. In January 2006, the Company enteteda lease wit
Pathfinder Bancorp, MHC for the use of a trainiagility. This lease was also executed on an demgth basis. The rent expense paid tc
related parties during 2008 and 2007 was $45,0@D $48,000, respectively. Approximate minimum rermtammitments for noncancela
operating leases are as follows:

Years Ending December 3
(In thousands

2009 $6€
2010 66
2011 52
2012 43
2013 21
Thereafte! -

Total minimum lease paymer $24¢

NOTE 16: DIVIDENDS AND RESTRICTIONS

The Board of Directors of Pathfinder Bancorp, M.H.@termines whether the Holding Company will veaor receive dividends declared by
Company each time the Company declares a dividehith is expected to be on a quarterly basis. ThiliHg Company may elect to rece
dividends and utilize such funds to pay expensdsrasther allowable purposes. The Office of Th8fipervision (“OTS"has indicated that (i) t!
Holding Company shall provide the OTS annually wittitten notice of its intent to waive its dividengrior to the proposed date of the divid
and the OTS shall have the authority to approvdemy any dividend waiver request; (ii) if a waivergranted, dividends waived by the Holc
Company will be excluded from the Compasgapital accounts for purposes of calculatingddind payments to minority shareholders. Dt
2008, the Company paid or accrued dividends taje#87,000 to the Holding Company. For the secaraitgr ended June 30, 2008, the Hol
Company waived the right to receive its portiorttaf cash dividends declared on June 24, 2008, wbtaeled $163,000. During 2007, the Holc
Company waived dividends totaling $325,000.

The Company's ability to pay dividends to its shatders is largely dependent on the Bank's alilitgay dividends to the Company. In additio
state law requirements and the capital requiremeistsussed in Note 17, federal statutes, regulataomd policies limit the circumstances ur
which the Bank may pay dividends. The amount ¢dined earnings legally available under these edguis approximated $1,971,000 a
December 31, 2008. Dividends paid by the Bankhto @ompany would be prohibited if the effect théneould cause the Ban&’'capital to b
reduced below applicable minimum capital requiretaien
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NOTE 17: REGULATORY MATTERS

The Bank is subject to various regulatory capitgjuirements administered by the federal bankingi@ge. Failure to meet minimum cap
requirements can initiate certain mandatory andsiptys additional discretionary actions by regulatdhat, if undertaken, could have a di
material effect on the Compamyfinancial statements. Under capital adequacyedinies and the regulatory framework for prompt ective actior
the Bank must meet specific capital guidelines thablve quantitative measures of its assets, llitads, and certain ofbalance sheet items
calculated under regulatory accounting practicé® dapital amounts and classifications are alsgesttn qualitative judgments by the regula
about components, risk weightings, and other factor

Quantitative measures established by regulati@msore capital adequacy require the Bank to maimtaiounts and ratios (set forth in the table
below) of total and Tier 1 capital (as definedhie tegulations) to risk-weighted assets (as defjreed! of Tier 1 capital (as defined) to average
assets (as defined). Management believes, as @nlilegr 31, 2008, that the Bank meets all capitadjaa@ey requirements to which it is subject.

As of December 31, 2008, the Bank’s most recenification from the Federal Deposit Insurance Cogpion categorized the Bank as “well-
capitalized”, under the regulatory framework fooqmpt corrective action. To be categorized as “wapitalized” the Bank must maintain total ri
based, Tier 1 riskased and Tier 1 leverage ratios as set forthéntables below. There are no conditions or eventeghat notification th:
management believes have changed the Bank’s cgtegor

The Bank’s actual capital amounts and ratios d&3emember 31, 2008 and 2007 are also presented foltbwing table.

Minimum
To Be "Wel-
Minimum Capitalized'
For Capite Under Promp
Corrective
Actua Adequacy Purpos Provisions
(Dollars in thousands Amouni Ratic Amouni Ratic Amouni Ratic
As of December 31, 200
Total Core Capital (to Risk-Weight
Assets) $25,62! 10.8% $18,94. 8.C% $23,68( 10.(%
Tier 1 Capital (to Risk-Weighted
Assets) $23,15:. 9.8% $9,47: 4.C% $14,20¢ 6.C%
Tier 1 Capital (to Average Asse $23,15: 6.6% $13,70: 4.C% $17,12¢ 5.C%
As of December 31, 200
Total Core Capital (to Risk-Weight
Assets) $25,44° 12.2% $16,64¢ 8.C% $20,81( 10.(%
Tier 1 Capital (to Risk-Weighted
Assets) $23,74: 11.2% $8,32¢ 4.C% $12,48¢ 6.C%
Tier 1 Capital (to Average Asse $23,74¢ 7.7% $12,43 4.C% $15,54¢ 5.C%

The Bank is required to maintain average balanodsand or with the Federal Reserve Bank. At Deagrfh, 2008 and 2007, these reserve
balances amounted to $2,306,000 and $2,130,0Q8:ateeely.

NOTE 18: FAIR VALUE MEASUREMENTS
In September 2006, the FASB issued SFAS No. Eaif, Value Measurements(“SFAS 157”) which defines fair value, establiste framework
for measuring fair value under GAAP, and expandscldsures about fair value measurements. SFAS Jpliea to other accounting

pronouncements that require or permit fair valu@sneements. SFAS 157 establishes a fair valuerbigrabout the assumptions used to measure
fair value and clarifies assumptions about risk tnedeffect of a restriction on the sale or usarofsset. The standard
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became effective for the Company January 1, 20@8,ding interim periods. In February 2008, theSBAissued FASB Staff Position (FSP) No.
FAS 157-2, “Effective Date of FASB Statement No715This FSP delays the effective date of FAS 1&7all non-financial assets and non-
financial liabilities, except those that are redagd or disclosed at fair value on a recurring $éat least annually) to January 1, 2009. Thiaydel
relates to non-financial assets and liabilities #r@ not measured at fair value on an ongoingsbasit are subject to fair value adjustments in
certain circumstances (for example, when thereideace of impairment). The Company has delaygdigclosure requirements of non-financial
assets and liabilities. Certain assets, such relfsed real estate, with write-downs subsequeribreclosure, are carried at fair value at the
statement of condition date for which the Compaay hot yet adopted the provisions of SFAS 157.

In October 2008, the FASB issued FSP SFAS No. 15D8&termining the Fair Value of a Financial As¥ehen the Market for that Asset is Not
Active” (FSP 157-3), to clarify the application thie provisions of SFAS 157 in an inactive market how an entity would determine fair value in
an inactive market. FSP 157-3 was effective immaetly and applied to our 2008 consolidated findnsiatements. The application of the
provisions of FSP 157-3 did not materially affeat cesults of operations or financial conditioroédsind for the year ended December 31, 2008.

SFAS 157 specifies a hierarchy of valuation techesgbased on whether the inputs to those valutgidmiques are observable or unobservable.
Observable inputs reflect market data obtained fircependent sources, while unobservable inpulsatebur market assumptions. In accordance
with SFAS 157, these two types of inputs have eckéte following fair value hierarchy:

« Level 1 —Quoted prices (unadjusted) for identical assethkabilities in active markets that the entity hae fability to access as of -
measurement dat

» Level 2 —Quoted prices for similar assets and liabilitiesastive markets; quoted prices for identical orikimassets or liabilities
markets that are not active; and modetived valuations in which all significant inpuasd significant value drivers are observabl
active markets

« Level 3 — Model derived valuations in which onemare significant inputs or significant value driserre unobservable.

An asset’s or liability’s level within the fair vag hierarchy is based on the lowest level of itpat is significant to the fair value measurement.
The Company used the following methods and siganifi@ssumptions to estimate fair value:

Investment securities: The fair values of se@sitivailable for sale are obtained from an indepetrithird party and are based on quoted prices or
nationally recognized exchange (Level 1), wheralabke. If quoted prices are not available, faatues are measured by utilizing matrix pricing,
which is a mathematical technique used widely m itidustry to value debt securities without rely@glusively on quoted prices for specific
securities but rather by relying on the securitiegationship to other benchmark quoted secur{iesel 2). Management made no adjustment to
the fair value quotes that were received from tiaeependent third party pricing service.

Impaired loans: Impaired loans are those that eceumted for under SFAS 11Accounting by Creditors for Impairment of a Loaim which the
Company has measured impairment generally basetheoffiair value of the loan’s collateral. Fair valis generally determined based upon
independent third party appraisals of the propgrie discounted cash flows based upon expectaspds. These assets are included as Level :
fair values, based upon the lowest level of inpat is significant to the fair value measuremefise fair value consists of loan balances less thei
valuation allowances as determined under SFAS 114.
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Financial assets measured at fair value on a liagurasis, are summarized below:

Fair Value Measurements, Usi

Quoted Price Significant Significant
In Active Markets Other Observabl Unobservable
For Identical Asset Inputs Inputs
(In thousands December 31, 20C (Level 1’ (Level 2) (Level 3)
Investment securities available for s¢ $72,138 $ 1,91¢ $70,220 D =

Financial assets measured at fair value on a norrieg basis, are summarized below:
Fair Value Measurements, Usi

Quoted Price Significant Significant
In Active Markets Other Observabl Unobservabls
For Identical Asset Inputs Inputs
(In thousands December 31, 20C (Level 1’ (Level 2) (Level 3)
Impaired loans $295 $ - $ - $295

Impaired loans are recorded net of a valuationwalfece of $141,000. There was no additional prowidor loan losses resulting from loan
impairment during the year ended December 31, 2008.

NOTE 19: FAIR VALUES OF FINANCIAL INSTRUMENTS

SFAS No. 107Disclosure About Fair Value of Financial Instrumgnequires disclosure of fair value information afdncial instruments, whett
or not recognized in the consolidated statemenbaoflition, for which it is practicable to estimalbat value. In cases where quoted market price
not available, fair values are based on estimategpresent value or other valuation techniquésse& techniques are significantly affected by
assumptions used, including the discount rate atiohates of future cash flows. In that regard, tiezived fair value estimates cannot
substantiated by comparison to independent magketsin many cases, could not be realized in imaiediettlement of the instrument.

Management uses its best judgment in estimatindaihevalue of the Compang’financial instruments; however, there are inhensaknesses
any estimation technique. Therefore, for subsadiptall financial instruments, the fair value estites herein are not necessarily indicative ¢
amounts the Company could have realized in a $alasaction on the dates indicated. The estinfaiedtalue amounts have been measured
their respective year-ends, and have not beesvakiated or updated for purposes of these finastéements subsequent to those respe
dates. As such, the estimated fair values of tfiraacial instruments subsequent to the respeatiperting dates may be different than the amc
reported at each year-end.

The following information should not be interpretasl an estimate of the fair value of the entire @amy since a fair value calculation is ¢
provided for a limited portion of the Compasyassets and liabilities. Due to a wide rangeatdiation techniques and the degree of subjec
used in making the estimates, comparisons betwee@Gompanys disclosures and those of other companies magennteaningful. The Compa
in estimating its fair value disclosures for finadnstruments, used the following methods andiaggions:
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Cash and cash equivalents the carrying amounts approximate fair value.

Investment securities— the fair values of securities available for sale obtained from an independent third party aedoased on quoted prices
on nationally recognized exchange (Level 1), wherailable. If quoted prices are not availabler failues are measured by utilizing matrix
pricing, which is a mathematical technique usedelyidn the industry to value debt securities withoelying exclusively on quoted prices for
specific securities but rather by relying on theusiies’ relationship to other benchmark quotedusities (Level 2). Management made no
adjustment to the fair value quotes that were weckfrom the independent third party pricing sesvic

Loans and mortgage loans held-for-sale the fair values of portfolio loans, including commial and commercial real estate loans are estut
using an option adjusted discounted cash flow mtu#l discounts future cash flows using recent efairkerest rates, market volatility and cr
spread assumptions.

Federal Home Loan Bank Stock- the carrying amount approximates fair value.
Mortgage servicing rights- the carrying amount approximates fair value.
Accrued interest receivable and payable- the carrying amounts approximate fair values.

Deposit liabilities — The fair values disclosed for demand deposit,(enterest-bearing and noninterésaring checking, passbook savings
certain types of money management accounts) ardebgition, equal to the amount payable on demainthe reporting date (i.e., their carry
amounts). Fair values for fixeate certificates of deposit are estimated usidgeounted cash flow calculation that applies Egerates current
being offered in the market on certificates of de{soto a schedule of aggregated expected montatynities on time deposits.

Borrowings — Fixed/variable term “bulletstructures are valued using a replacement costnofsfapproach. These borrowings are discounttia
FHLBNY advance curve. Option structured borrowirfigis values are determined by the FHLB for bornogg that include a call or convers
option. If market pricing is not available fromighsource, current market indications from the FiNIYBare obtained and the borrowings
discounted to the FHLBNY advance curve less an@pijate spread to adjust for the option.

Junior subordinated debentures— Current economic conditions have rendered the nhddkethis liability inactive. As such, we are Uoba tc
determine a good estimate of fair value. Sincerdite paid on the debentures held is lower thart wiald be required to secure an interest ir
same debt at year end, and we are unable to abtairrent fair value, we have disclosed that theyzay value approximates the fair value.

Off-balance sheet instruments— Fair values for the Company’s df&lance sheet instruments are based on fees dyrobatrged to enter in
similar agreements, taking into account the remaitérms of the agreements and the counterpaciiedit standing.
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The carrying amounts and fair values of the Com{sdfityancial instruments as of December 31 aregurisd in the following table:

2008 2007

Carrying Estimatel Carrying Estimatel
(Dollars in thousands Amounts Fair Value: Amounts Fair Value:
Financial asset:
Cash and cash equivale $7,67¢ $7,67¢ $10,21: $10,21:
Investment securitie 72,13¢ 72,13¢ 65,01( 65,01(
Net loans 247,40( 250,02( 221,04¢ 224,39
Federal Home Loan Bank sto 2,54¢ 2,54¢ 2,12¢ 2,12¢
Accrued interest receivab 1,67¢ 1,67¢ 1,67: 1,67:
Mortgage servicing right 15 15 43 43
Financial liabilities:
Deposits $269,43! $272,20° $251,08! $251,65!
Borrowed funds 51,97t 53,771 38,41( 38,19:
Junior subordinated debentu 5,15¢ 5,15¢ 5,15¢ 5,15¢
Accrued interest payab 211 211 25C 25C
Off-balance sheet instrumen
Standby letters of crec $- $- $- $-

Commitments to extend cret = - - -

NOTE 20: PARENT COMPANY — FINANCIAL INFORMATION

The following represents the condensed financfarmation of Pathfinder Bancorp, Inc. as of andtf@ years ended December 31.:

Statements of Condition 200¢ 2007
(In thousands
Assets
Cash $1C $17¢
Investments 18 20
Investment in bank subsidia 24,60: 26,587
Investment in nc-bank subsidiar 15E 15E
Other asset 14¢ 16
Total asset $24,93! $26,95¢
Liabilities and Shareholders' Equity
Accrued liabilities 28t 97
Junior subordinated debentu 5,15¢ 5,15¢
Shareholders' equi 19,49t 21,70
Total liabilities and shareholders' eqL $24,93! $26,95¢
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Statements of Income 200¢ 2007
(In thousands
Income
Dividends from bank subsidia $90( $90(
Dividends from no-bank subsidiar 7 15
Dividends on other investmer - 70
Total income 907 98t
Expenses
Interest 257 511
Operating 12¢€ 93
Total expense 383 604
Income before taxes and (excess of) equity in drilliged
net income of subsidiari¢ 524 381
Tax benefit (expenst 10C (2)
Income before (excess of) equity in undistributetincome
of subsidiarie: 624 37¢
(Excess of) equity in undistributed net incomew§sdiaries (25€) 743
Net income $36¢ $1,12:
Statements of Cash Flow 200¢ 2007
(In thousands
Operating Activities
Net Income $36¢ $1,12:
Excess of (equity in) undistributed loss of sulesigis 25€ (743
Amortization of deferred financing cos - 15
Other operating activitie (10€) 26E
Net cash provided by operating activit 51€ 65¢
Investing Activities
Investment in unconsolidated subsidiary ti - (15%)
Liguidation of unconsolidated subsidiary tr - 15E
Net cash provided by investing activiti - -
Financing activities
Proceeds from exercise of stock opti 10 114
Proceeds from issuance of subordinated - 5,15¢
Redemption of subordinated de - (5,155
Cash dividend (694) (69E5)
Net cash used in financing activiti (684) (581)
(Decrease) increase in cash and cash equive (168) 78
Cash and cash equivalents at beginning of 17¢ 10C
Cash and cash equivalents at end of $1C $L7¢




ITEM 9: CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE

None.

ITEM 9A(T): CONTROLS AND PROCEDURES
REPORT OF MANAGEMENS RESPONSIBILITY

The Company’s management, including the Compapyincipal executive officer and principal finaalcofficer, have evaluated the effectivenes
the Company’s “disclosure controls and proceduras,5uch term is defined in Rule 1B&(e) promulgated under the Securities Exchangeof
1934, as amended, (the “Exchange AdB3ased upon their evaluation, the principal exeeutifficer and principal financial officer concluddtht
as of the end of the period covered by this repgbe,Companys disclosure controls and procedures were effefivéhe purpose of ensuring t
the information required to be disclosed in theorepthat the Company files or submits under thehBrge Act with the Securities and Exche
Commission (the “SEC”) (1) is recorded, processedimarized and reported within the time periodgifipd in the SECS rules and forms, and
is accumulated and communicated to the Comppamgnagement, including its principal executive pridcipal financial officers, as appropriate
allow timely decisions regarding required discl@sur

MANAGEMEN"S REPORT ON INTERNAL CONTROL OVER FINANCIAL RERRBT

Management'’s report on internal control over finahceporting is contained in “Item 8 — Financigh®ments and Supplementary Daita'this
annual report in Form 10-K.

This annual report does not include an attestatport of the Company’s independent registeredipauacounting firm regarding internal control
over financial reporting pursuant to temporary sutef the Securities and Exchange Commission thanipghe Company to provide only
management’s report in this annual report.

CHANGES IN INTERNAL CONTROL OVER FINANCIAL REPORTIN

There were no changes in the Company’s internalrabaver financial reporting that occurred duritige Companys last fiscal quarter that he
materially affected, or are reasonably likely tatenally affect, the Company’s internal control o¥i@ancial reporting.

ITEM 9B: OTHER INFORMATION

None
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PART Il

ITEM 10: DIRECTORS, EXECUTIVE OFFICERS, PROMOTERS, CONTROL PERSONS AND CORPORATE GOVERNANCE,
COMPLIANCE WITH SECTIONS 16 (A) OF EXCHANGE ACT

@) Information concerning the directors of the Companyncorporated by reference hereunder in the Goyls Proxy Materials for tl
Annual Meeting of Stockholder

(b) Set forth below is information concerning the ExeaiOfficers of the Company at December 31, 2(

Name Age Positions Held With the Company

Thomas W. Schneidt 47 President and Chief Executive Offic

James A. Dowd, CP. 41 Senior Vice President, Chief Financial Offic

Edward A. Mervine 52 Senior Vice President, General Cour

Melissa A. Miller 51 Senior Vice President, Chief Operating Offi

Ronald Tascarella 50 Senior Vice President, Chief Credit Officer

ITEM 11: EXECUTIVE COMPENSATION

Information with respect to management compensatioth transactions required under this item is ipomted by reference hereunder in
Company's Proxy Materials for the Annual Meetingtdckholders under the caption "Compensation Cdtee’ii

ITEM 12: SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT AND RELATED STOCKHOLDER
MATTERS

The information required by this item is incorpedtby reference hereunder in the Comparigioxy Materials for the Annual Meeting
Stockholders under the caption "Voting Securitied Brincipal Holders Thereof"

ITEM 13: CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS, AND DIRECTOR INDEPENDENCE

The information required by this item is incorpedtby reference hereunder in the Comparigroxy Materials for the Annual Meeting
Stockholders under the caption "Transactions wih&n Related Persons”.

ITEM 14: PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information required by this item is incorpedtby reference hereunder in the Comparigioxy Materials for the Annual Meeting
Stockholders under the caption "Audit and Relateesr.
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PART IV

ITEM 15: EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

@)(@1@) Financial Statements - The Compangbnsolidated financial statements, for the yeaded December 31, 2008 and 2007, togethe!
the Report of Independent Registered Public AcdognEirm are filed as part of this Form 10-K repoBee ftem 8: Financic
Statements and Supplementary Data.”

(@)(2) Financial Statement Schedulealt financial statement schedules have been omisedhe required information is inapplicable or
been included in “Item 7: Management Discussion Aanalysis.”

(b) Exhibits

3.1 Certificate of Incorporation of Pathfinder Bancohpe. (Incorporated herein by reference to the Camyfs Current Report on Formk8-
filed on June 25, 2001)

3.2 Bylaws of Pathfinder Bancorp, Inc. (Incorporatedetire by reference to the Company's Quarterly ReporEorm 109 filed on Augus
15, 2005 and November 28, 2007)

4 Form of Stock Certificate of Pathfinder Bancorg.l{incorporated herein by reference to the Comigadyrrent Report on Form 8-K
dated June 25, 2001)

10.1 Form of Pathfinder Bank 1997 Stock Option Plan¢hporated herein by reference to the Company'silg-80. 333-53027)
10.2 Form of Pathfinder Bank 1997 Recognition and RéterPlan (Incorporated by reference to the Coma®y8 file no. 333-53027)

10.3 2003 Executive Deferred Compensation Plan (Incatear herein by reference to the Company’s AnnualoReon Form 1 for the
year ended December 31, 2008 file no. 000-23601)

104 2003 Trustee Deferred Fee Plan (Incorporated hdrgireference to the Company’s Annual Report omFa0K for the year ende
December 31, 2008 file no. 000-23601)

10.5 Employment Agreement between the Bank and ThomaSdhneider, President and Chief Executive Offitecdrporated by referen
to the Company's Annual Report on Form 10-K forytbar ended December 31, 2008 file no. 000-23601)

10.6 Employment Agreement between the Bank and Edwarilérvine, Vice President, General Counsel and $a&gr€lncorporated t
reference to the Company's Annual Report on ForsK 16y the year ended December 31, 2008 file n@-28601)

10.7 Change of Control Agreement between the Bank anmthRoTascarella (Incorporated by reference to tbem@anys Annual Report ¢
Form 10-K for the year ended December 31, 200&file000-23601)

10.8 Change of Control Agreement between the Bank antesaA. Dowd (Incorporated by reference to the CamfsAnnual Report ¢
Form 10-K for the year ended December 31, 20081fle000-23601)
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10.9 Change of Control Agreement between the Bank anlisdéeA. Miller (Incorporated by reference to then@panys Annual Report ¢
Form 10-K for the year ended December 31, 200&file000-23601)

10.10 Executive Supplemental Retirement Agreement betwherBank and Chris C. Gagas (Incorporated by eefs to the Compary’
Annual Report on Form 10-K for the year ended Ddmam31, 2008 file no. 000-23601)

Executive Supplemental Retirement Agreement betwtbenBank and Thomas W. Schneider (Incorporatedrdfgrence to tt
Company’s Annual Report on Form 10-K for the yeaderl December 31, 2008 file no. 000-23601

10.11

14 Code of Ethics (Incorporated by reference to they@any's Annual Report on Form -K for the year ended December 31, 20
21 Subsidiaries of Company

23 Consent of Beard Miller Company LLP

31.1 Rule 13a-14(a) / 15d-14(a) Certification of the &Hixecutive Officer
31.2 Rule 13a-14(a) / 15d-14(a) ifieation of the Chief Financial Officer

321 Section 1350 Certification lo€ IChief Executive and Chief Financial Officer
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Signatures

Pursuant to the requirements of Section 13 of #rmufties Exchange Act of 1934, the Company hag dalised this report to be signed on its
behalf by the undersigned, thereunto duly authdrize

Date:

Pathfinder Bancorp, Inc.

March 27, 2009 By:

/s/ Thomas W. Schneider
Thomas W. Schneider
President and Chief Executive Offic

Pursuant to the requirements of the Securities &xgh of 1934, this report has been signed belowhéyfollowing persons on behalf of the
Registrant and in the capacities and on the datksated.

By:

Date:

By:

Date:

By:

Date:
By:
Date:
By:
Date:

By:

Date:

By:

Date:

/sl Thomas W. Schneider By:
Thomas W. Schneider, President and Chief Exec@ffieer
(Principal Executive Officer

March 27, 2009 Date:

/sl James A. Dowd By:
James A. Dowd, Senior Vice President and Chief ridiad

Officer
(Principal Financial Officer

March 27, 2009 Date:
s/ Shelley Tafel By:
Shelley Tafel, Vice President and Contro

(Principal Accounting Officer

March 27, 2009 Date:
/s/ Bruce B. Manwaring By:
Bruce E. Manwaring, Directc

March 27, 200¢ Date:

/s/ L. William Nelson, Jr.
L. William Nelson, Jr., Directo
March 27, 200¢

/s/ Steven W. Thome
Steven W. Thomas, Direct
March 27, 200¢
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/sl Janette Resnick
Janette Resnick, Chairman of the Bo
March 27, 200¢

/s/ Chris R. Burritt
Chris R. Burritt, Directo

March 27, 2009

/sl George P. Joyce
George P. Joyce, Director

March 27, 2009

[sl Corte J. Spencer
Corte J. Spencer, Direct

March 27, 2009

/s/ Lloyd Stemple
Lloyd Stemple, Directo
March 27, 200¢




EXHIBIT 21: SUBSIDIARIES OF THE COMPANY

Jurisdiction or State of

Company Percent Owne Incorporation
Pathfinder Banl 100% New York
Pathfinder Statutory Trust 100% Delaware
Pathfinder Commercial Bank ( 100% New York
Pathfinder REIT, Inc. (1 100% New York
Whispering Oaks Development Corp. 100% New York

(1) Wholly owned subsidiary of Pathfinder Bank.
EXHIBIT 23: CONSENT OF BEARD MILLER COMPANY LLP
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

Pathfinder Bancorp, Inc.
Oswego, New York

We hereby consent to the incorporation by referéndbe Registration Statement on Form S-8 (No.-33327) of Pathfinder Bancorp, Inc. of
our report dated March 27, 2009, relating to thesotidated financial statements, which appearigForm 10-K.

/sl BEARD MILLER COMPANY LLP

Beard Miller Company LLP
Syracuse, New York
March 27, 200¢
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EXHIBIT 31.1: Rule 13a-14(a) / 15d-14(a) Certificabn of the Chief Executive Officer

Certification of Chief Executive Officer
Pursuant to Section 302 of the Sarbanes-Oxley A2002

I, Thomas W. Schneider, President and Chief Exeeifficer, certify that:
1. I have reviewed this Annual report on Form 10-KPathfinder Bancorp, Inc.;

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omg#itéde a material fact
necessary to make the statements made, in lighedafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this report;

3. Based on my knowledge, the financial statement$,oéimer financial information included in this repdairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaaral for, the periods presented in
this report;

4.  The registrant's other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures

(as defined in Exchange Act Rules 13a-15(e) and1Bgd)) and internal control over financial repogtias defined in Exchange Act

Rules 13-15(f) and 15-15(f)) for the registrant and hav
(@) Designed such disclosure controls and proceduregused such disclosure controls and procedutes tlesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us
by others within those entities, particularly dgrithe period in which this report is being prepared
(b)  Designed such internal control over financial réipgr, or caused such internal control over finahagorting, to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip
(c) Evaluated the effectiveness of the registrantaatisire controls and procedures and presentedsingort our conclusions
about the effectiveness of the disclosure conaints procedures, as of the end of the period coumredis report based on such
evaluation; ant
(d)  Disclosed in this report any change in the regigigsanternal control over financial reporting tleatcurred during the
registrant's most recent fiscal quarter (the regyigts fourth fiscal quarter in the case of an ahreport) that has materially affected
is reasonably likely to materially affect, the gant's internal control over financial reportiagd

5.  The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiorterhal control over

financial reporting, to the registrant's auditonsl he audit committee of the registrant's boardiiactors:
(@  All significant deficiencies and material weaknessethe design or operation of internal contratiofinancial reporting which
are reasonably likely to adversely affect the ftegig's ability to record, process, summarize apbrt financial information; an

(b)  Any fraud, whether or not material, that involveammagement or other employees who have a significdanin the registrant's
internal control over financial reporting.

March 27, 2009 /s/ Thomas W. Schneider
Thomas W. Schneider
President and Chief Executive Offic
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EXHIBIT 31.2: Rule 13a-14(a) / 15d-14(a) Certificaibn of the Chief Financial Officer

Certification of Chief Financial Officer
Pursuant to Section 302 of the Sarbanes-Oxley A2002
I, James A. Dowd, Senior Vice President and ClRieéncial Officer, certify that:

1. | have reviewed this Annual report on Form 10-KPathfinder Bancorp, Inc.;

2. Based on my knowledge, this report does not cortaynuntrue statement of a material fact or omgitéde a material fact
necessary to make the statements made, in ligheafircumstances under which such statementswade, not misleading with
respect to the period covered by this report;

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaaral for, the periods presented in
this report;

4.  The registrant's other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures

(as defined in Exchange Act Rules 13a-15(e) and1Bgd)) and internal control over financial repogtias defined in Exchange Act

Rules 13-15(f) and 15-15(f)) for the registrant and hav
(@) Designed such disclosure controls and proceduregused such disclosure controls and procedutes tlesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us
by others within those entities, particularly dgrithe period in which this report is being prepared
(b)  Designed such internal control over financial réipgr, or caused such internal control over finah@gorting, to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip
(c) Evaluated the effectiveness of the registrantdatsire controls and procedures and presentedsingort our conclusions
about the effectiveness of the disclosure containts procedures, as of the end of the period coumredis report based on such
evaluation; ant
(d) Disclosed in this report any change in the regm®anternal control over financial reporting tlegturred during the
registrant's most recent fiscal quarter (the regyigs fourth fiscal quarter in the case of an ahreport) that has materially affected
is reasonably likely to materially affect, the gant's internal control over financial reportiagd

5.  The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiorterhal control over

financial reporting, to the registrant's auditonsl he audit committee of the registrant's boardiiactors:
(@)  All significant deficiencies and material weaknessethe design or operation of internal contratiofimancial reporting which
are reasonably likely to adversely affect the itegig's ability to record, process, summarize apdrt financial information; an

(b)  Any fraud, whether or not material, that involveammagement or other employees who have a significéantn the registrant's
internal control over financial reporting.

March 27, 2009 /s/ James A. Dowd
James A. Dowd
Senior Vice President and Chief Financial Offi
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EXHIBIT 32.1 Section 1350 Certification of the Chef Executive and Chief Financial Officer

Certification pursuant to 18 U.S.C. Section 13%0adopted pursuant to Section 906 of the Sarbarksr@ct of 2002

Thomas W. Schneider, President and Chief Exec@ifieer, and James A. Dowd, Senior Vice President @hief Financial Officer of Pathfinc
Bancorp, Inc. (the "Company"), each certify in bépacity as an officer of the Company that he bawed the Annual Report of the Compan
Form 10-K for the year ended December 31, 2008laaicto the best of his knowledge:

1.  the report fully complies with the requirementsSefctions 13(a) of the Securities Exchange Act 8#41@nd

2. the information contained in the report fairly pFets, in all material respects, the financial cbadiand results of operations of the
Company.

The purpose of this statement is solely to compty Witle 18, Chapter 63, Section 1350 of the Udhigtates Code, as amended by Section 9
the Sarbanes-Oxley Act of 2002.

March 27, 2009 /s/ Thomas W. Schneider
Thomas W. Schneider
President and Chief Executive Officer

March 27, 2009 /s/ James A. Dowd
James A. Dowd
Senior Vice President and Chief Financial Offi
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EXECUTIVE DEFERRED
COMPENSATION PLAN

PATHFINDER BANK

EFFECTIVE AS OF:
December 31, 2003
AMENDED AND RESTATED:

January 1, 2005

AMENDED AND RESTATED
EXECUTIVE DEFERRED
COMPENSATION PLAN

This Amended and Restated Executive Deferred Coggtiem Plan (the “Plan”)effective as of January 1, 2005, formalizes
understanding by and between PATHFINDER BANK (tBarik”), a state chartered stock savings bank, and cefiigible Executives, hereinaft
referred to as “Executive¥ho shall be approved by the Bank to participatd aho shall elect to become a party to this Exeeubeferre
Compensation Plan by execution of an Executive ibefleCompensation Plan Deferral Agreement (“Defelgreement”)in a form provided b
the Bank. Pathfinder Bancorp, MHC, a Federal mutoiding company, and Pathfinder Bancorp, Ince (tHolding Company”are parties to th
Agreement for the sole purpose of guaranteein@trk’s performance hereunder.

WITNESSETH:
WHEREAS , the Executives are a selected group of manageengpibyees; and

WHEREAS , the Bank recognizes the valuable services henetqferformed for it by such Executives and widlbesncourage continu
service of each; and

WHEREAS , the Bank values the efforts, abilities and acdshments of such Executives and recognizes tlaEtkecutivesservice:
substantially contribute to its continued growthl @mofits in the future; and

WHEREAS , Section 409A of the Internal Revenue Code of 188@mended (the “Code8ffective January 1, 2005, requires that ce
types of deferred compensation arrangements musplgowith its terms or subject the recipients otlswcompensation to current taxes
penalties; and

WHEREAS , the Plan was originally effective December 31020nd

WHEREAS , the Bank desires to amend and restate the Plamder to conform the requirements set forth id€8ection 409A and t
final regulations thereunder, and for certain ofhanposes; and

WHEREAS , the Bank and the Executives intend this Plangadnsidered an unfunded arrangement, maintairiethply to provide
retirement income for such Executives, for tax psgs and for purposes of the Employee Retiremeaime Security Act of 1974, as amen
(“ERISA"); and

WHEREAS , the Bank has adopted this amended and restatedufixe Plan which controls all issues relatingtihe Deferre
Compensation Benefits as described hel



NOW, THEREFORE , in consideration of the mutual promises hereintaimed, the parties hereto agree to the follovigrgns an
conditions:

SECTION |
DEFINITIONS

When used herein, the following words and phrakei Bave the meanings below unless the conteatlglindicates otherwise:
1.1 “Bank” means Pathfinder Bank and sigcessor thereto.

1.2 “Beneficiary” means the person or persons (and theirs) designated as Beneficiary in the Execlgingeferral Agreement to whom -
deceased Executive’s benefits are payable. If @oeBciary is so designated, then the Execusivi&ouse, if living, will be deemed
Beneficiary. If the Executive’Spouse is not living, then the Children of the&xive will be deemed the Beneficiaries and vaiket on .
per stirpes basis. If there are no Children, therEstate of the Executive will be deemed the Beiney.

1.3 “Benefit Age” shall be the birthday on which the Executive becomigible to receive benefits under the plan. FShicthday shall k
designated in the Execut’s Deferral Agreemen

14 “Benefit Eligibility Date” shall be the date on which a Executive is entitiedeceive his Deferred Compensation Benefit.h#lisbe th
first day of the month following the month in whittie Executive attains the Benefit Age designateuis Deferral Agreemenr

15 “Cause”means personal dishonesty, willful misconduct, fulilimalfeasance, breach of fiduciary duty involvipgrsonal profit, intention
failure to perform stated duties, willful violatiaf any law, rule, regulation (other than traffiolations or similar offenses), or final cease-
anc-desist order, material breach of any provisiorhef Plan, or gross negligence in matters of mdteniportance to the Banl

1.6 “Change in Controlof the Bank or Holding Company means a change imirebof a nature that: (i) would be required torkeorted il
response to Item 5.01 of the current report on F&#i as in effect on the date hereof, pursuant tdi@ed 3 or 15(d) of the Securiti
Exchange Act of 1934 (the “Exchange Actdy (ii) results in a Change in Control of the Compavithin the meaning of the Hor
Owners’ Loan Act, as amended, and applicable rmfesregulations promulgated thereunder (collegtivitle “HOLA”) as in effect at tr
time of the Change in Control; or (iii) without litation such a Change in Control shall be deemdtht® occurred at such time as (a)
“person” (as the term is used in Sections 13(d) k@) of the Exchange Act) is or becomes the “Eieia¢ owner” (as defined in Ru
13d-3 under the Exchange Act), directly or indirectlf securities of the Company representing 25% arenod the combined voting pow
of the Company’s outstanding securities exceptafor securities purchased by the Bankimployee stock ownership plan or trust; o
individuals who constitute the Board on the datesbf(the “Incumbent Board"tease for any reason to constitute at least a ity
thereof,providedthat any person becoming a director subsequehetdate hereof whose election was approved byeaofait least three-
quarters of the directors comprising the Incumbgward, or whose nomination for election by the Camyps stockholders was approy
by the same Nominating Committee serving undemanrhbent Board, shall be, for purposes of thissdaib), considered as thougt
were a member of the Incumbent Board; or (c) a pfarorganization, merger, consolidation, salalbbr substantially all the assets of
Company or similar transaction in which the Comp@nyot the surviving institution occurs; or (dpeoxy statement soliciting proxi
from stockholders of the Company, by someone dtiear the current management of the Company, seskingtholder approval of a pl
of reorganization, merger or consolidation of thempany or similar transaction with one or more ooations as a result of which -
outstanding shares of the class of securities shbfect to the Plan are to be exchanged for orexbed into cash or property or securi
not issued by the Company; or (e) a tender offenasle for 25% or more of the voting securitieshef Company and the sharehol
owning beneficially or of record 25% or more of thetstanding securities of the Company have tewdereoffered to sell their shal
pursuant to such tender offer and such tendereteshzave been accepted by the tender offeror. iNmt&nding anything in th
subsection (b) to the contrary, a change in costrall not be deemed to have occurred in the edfeantonversion of the Compaisyor the
Bank's mutual holding company to stock form, or in cartima with any reorganization used to effect sucoaversion

1.7 “Childrer” means the Executi’s children, both natural and adopted, determingleatime payments are due the Children undeiRtiais.

1.8 “Deferral Period” means the period of months desfgd in the Executive’ Deferral Agreement during which the Executivellstiefer
current compensation. The Deferral Period shafireence on the date designated in the Exec's Deferral Agreemen

1.9 “Deferred Compensation Benefit” means the annudtizalue (using the Interest Factor) of the Exe&$i\Elective Contribution Accoul
measured as of the ExecutiseBenefit Age, payable in monthly installments thgbout the Payout Period and commencing ot
Executive s Benefit Eligibility Date

1.10  “Disability Benefi” means the monthly benefit payable to the Execiitithee Executive becomes Disable

1.11  “Effective Date”of this Plan was originally December 31, 2003, hesvethe effective date of this amended and redtatan is January
2005.

1.12  “Elective Contribution” shall refer to any bookkeéeg entry required to record a Executive’s voluptanonthly pretax deferral c
compensation which shall be made in accordancethgtliexecutiv’s Deferral Agreemen

1.13  “Elective Contribution Account” shall be represahtey the bookkeeping entries required to recorckecHtives Elective Contributior
plus accrued interest calculated with the Intefésttor, earned to date on such amounts. Howewsthem the existence of st
bookkeeping entries nor the Elective Contributioocéunt itself shall be deemed to create eitheruat tof any kind, or a fiducia
relationship between the Bank and the ExecutivengrBeneficiary



1.14 “Estate” means the estate of thecHtkee.
1.15 “Interest Fact” means either the F-Retirement Interest Factor or the F-Retirement Interest Factor, as applica

1.16 “Payout Period’means the time frame during which certain bengf#tgable hereunder shall be distributed. Paymerah B made i
equal monthly installments commencing on the fisy of the first month following the occurrencetloé event which triggers distributi
and continuing for a period of c-hundred twenty (120) months, as designated in Ree&ive s Deferral Agreemen

1.17  “Plan Yea" shall mean the twelve (12) month period from Japdaio December 31 of each ye

1.18 “Post-Retirement Interest Factarieans a rate applicable to annuitize the Electimstibution Account of a Executive in connectiorth
installment distributions made following a Execeti retirement or other termination of employmentldds changed pursuant t
written resolution of the Board of Executives, Bas-Retirement Interest Factor shall be seven per@&aj per annurnr

1.19 “Pre-Retirement Interest Factor” means a rate edpldo accruals credited to a Executs/&lective Contribution Account prior to |
Executives retirement or other termination of employmenhldds changed pursuant to a written resolutioh@Board of Executives, t
Pre-Retirement Interest Factor shall be a ratevetpnt to the prime interest rate as publishechenWall Street Journadach January
plus three percent (3%). For the initial Plan Yahe Pre-Retirement Interest Factor shall be s@ernent (7%). The Preetiremer
Interest Factor shall be calculated each Januahyrihg the Deferral Period, and such rate shallhieeapplicable Pr&etirement Intere
Factor for the Plan Year for which it is calculat

1.20  “Projected Deferralls an estimate, determined upon execution of arb@fAgreement, of the total amount of compensatiobe deferre
by the Executive during his Deferral Period (exahgdany interest accrued on such deferrals), ardesgnated in the ExecutiweDeferra
Agreement

1.21  “Spous” means the individual to whom the Executive is Iggadarried at the time of the Execut’'s death

1.22  “Survivor’'s Benefit’means if the Bank has obtained insurance on teefithe Executive, an annual amount payable t®#dreficiary it
monthly installments throughout the Payout Peramfljal to the amount designated in the Execidiid®ferral Agreement. If the Bank |
not obtained insurance on the life of the Executilie Survivor's Benefit shall be equal to the aecr benefit in the ExecutivieElective
Contribution Account as of the Executive’s datedefith, annuitized (using the P&&ttirement Interest Factor) and payable in mol
installments throughout the Payout Peri

SECTION Il
ESTABLISHMENT OF RABBI TRUST

The Bank shall establish a rabbi trust into whisa Bank shall contribute assets which shall be treddein, pursuant to the agreen
which establishes such rabbi trust. The contribasdets shall be subject to the claims of the Backéditors in the event of the Bagk’
“Insolvency” as defined in the agreement which li&thes such rabbi trust, until the contributecegsare paid to the Executive and his Beneficiary
(ies) in such manner and at such times as spedifigds Plan. It is the intention of the Bank take a contribution or contributions to the rabbst
to provide the Bank with a source of funds to dassis meeting the liabilities of this Plan. Thabbi trust and any assets held therein shall cm
to the terms of the rabbi trust agreement whichidees established in conjunction with this Plany Aantribution(s) to the rabbi trust shall be
in accordance with the rabbi trust agreement. Theumt and timing of such contribution(s) shall lpedfied in the agreement which establit
such rabbi trust.

SECTION 11l
DEFERRED COMPENSATION

Commencing on the Effective Date and continuingulyh the end of the Deferral Period, the Execuéind the Bank agree that
Executive may defer into his Elective Contributidocount on a monthly basis a percentage or doltewumt of such Executive’compensation 1
to Seven Hundred Fifty Dollars ($750.00) which Executive would otherwise be entitled to receiv@rfrthe Bank for each month of the Defe
Period. The total deferral during the term of beferral Period shall not exceed the Executveiojected Deferral, without Board of Execu
approval. The specific amount of the Executive@nthly deferred compensation shall be designatatienExecutives Deferral Agreement a
shall apply only to compensation attributable twises not yet performed.

SECTION IV
ADJUSTMENT OF DEFERRAL AMOUNT

Deferral of the specific amount of compensationigtested in the Executive’Deferral Agreement shall continue in effect pardguo th
terms of this Plan unless and until the Executimerds his Deferral Agreement by filing with the Aidistrator a Notice of Adjustment of Defer
Amount (Exhibit C of the Deferral Agreement). Atie of Adjustment of Deferral Amount shall be etige if filed with the Administrator at lez

thirty (30) days prior to any January*Huring the Executives Deferral Period. Such Notice of Adjustment ofédel Amount shall be effecti

commencing with the January’ollowing its filing and shall be applicable only tompensation attributable to services not yefopeed by th
Executive.

SECTION V
RETIREMENT BENEFIT

5.1 Retirement Benefit Subject to Subsection 6.1 of this Plan, the Bagkees to pay the Executive the Deferred Compiens8enefi




5.2

5.3

5.4
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6.1

commencing on the ExecutiwBenefit Eligibility Date. Such payments will beade over the term of the Payout Period. In tlentwo!
the Executives death after commencement of the Deferred CompiendBenefit, but prior to completion of all suchyments due ai
owing hereunder, the Bank shall pay to the ExeetdiBeneficiary a continuation of the monthly instehts for the number of mon
remaining in the Payout Peric

Disability Benefit. The Executive shall be entitled to receive the Biigg Benefit hereunder if the Executive becomeisabled. Fc
purposes of this Subsection, “Disability” or “Disaty” shall mean the Executive: (i) is unable to engagany substantial gainful activ
by reason of any medically determinable physicahental impairment which can be expected to resudeath or can be expected to
for a continuous period of not less than 12 montihss, by reason of any medically determinablg/gical or mental impairment which ¢
be expected to result in death or can be expeotéabst for a continuous period of not less thamidhths, receiving income replacen
benefits for a period of not less than 3 monthseuraah accident and health plan covering employé#sedExecutives employer; or (iii) i
determined to be totally disabled by the SocialuBigc Administration. The Disability Benefit shatlegin within thirty (30) days tl
Executive is determined to be Disabled. The amaifirthe monthly benefit shall be the annuitizedueabf the Executive’ Elective
Contribution Account, measured as of the date efDisability determination and payable over thed®ayPeriod. The PoRetiremer
Interest Factor shall be used to annuitize thetlzlecContribution Account. In the event the Exéemitdies while receiving Disabili
Benefit payments pursuant to this Subsection, t@r d&fecoming eligible for such payments but betbee actual commencement of s
payments, his Beneficiary shall be entitled to nez¢hose benefits provided for in Subsection §.afad the Disability Benefits provid
for in this Subsection shall terminate upon thedtixige’'s death

Voluntary or Involuntary Termination If the Executives employment with the Bank is voluntarily or invotarily terminated (includir
termination for Cause) prior to the attainment isf Benefit Eligibility Date, the Executive’death or Disability, then commencing on
Benefit Eligibility Date, the Executive shall betitled to the annuitized value (using the InterEattor) of his Elective Contributir
Account calculated as of his Benefit Eligibility 2aand payable over the Payout Per

Termination of Employment Related to a Change int@xb. If a Change in Control occurs, and thereafterElecutives employment

terminated (either voluntarily or involuntarily) thin thirty-six (36) months, the Executive shall be entitledreceive his Deferre
Compensation Benefit calculated as if Executive heatle all of his elective deferrals through his &&nAge. Such benefit shall

annuitized (using the Interest Factor) and be payabmmencing on such ExecutigeBenefit Eligibility Date in monthly installmer
throughout the Payout Period. In the event thecHixee dies at any time after termination of emphayt, but prior to commencem
of such payments due and owing hereunder, the Baitk successor, shall pay to the Executive’sefierary, the Survivors Benefit. It
the event the Executive dies at any time after cemaament of such payments, but prior to compledfaall such payments due and ow
hereunder, the Bank or its successor shall payetdkecutives Beneficiary a continuation of the monthly instadhts for the remainder
the Payout Perioc

Modification of Benefit Age Notwithstanding anything in the Plan to the cart, an Executive who previously designated a BeAge
in his or her Deferral Agreement, may elect to geahis or her Benefit Age by filing with the BankTaansition Year Election For
(attached hereto as Exhibit D), provided that selelstion is made by the later of December 31, 200&e Executive elects to modify |
Benefit Age (“Modified Benefit Age”and to commence receiving benefits hereunder befibamment of his Benefit Age as set fortt
his Deferral Agreement, Executive shall be entitiedeceive the value of his Elective Contributidecount calculated as of the last da
the month in which Executive attains his Modifiedrigfit Age, Such early benefit shall be annuitiesing the Interest Factor) and
payable commencing on the first day of the secoadtmfollowing Executives attaining his Modified Benefit Age in monthly taBment:
throughout the Payout Period. In the event thechbkee dies at any time after designating his MiedifBenefit Age, but prior
commencement of such payments due and owing hdgeuthe Bank or its successor shall pay to theciee's Beneficiary th
Survivor’s Benefit. In the event the Executive dies attimg after commencement of the benefit paymentsphar to completion of a
such payments due and owing hereunder, the Baitk successor shall pay to the ExecusvBeneficiary a continuation of the mont
installments for the remainder of the Payout Pel

SECTION VI
DEATH BENEFITS

Death Benefit Prior to Commencement of Deferred @emsation Benefit In the event of the Executiveeteath prior to commencemen
the Deferred Compensation Benefit, the Bank shafl the Executives Beneficiary a monthly benefit for the Payout 8gricommencin
within thirty (30) days of the Executi’s death. The amount of such monthly benefit paysgimall be determined as follov

@) (2) In the event death occurs (i) while the Examits receiving the Disability Benefit provided fior Subsection 5.2, or (ii) aft
the Executive has become eligible for such DisgbiBenefit payments but before such payments hawanwenced, tk
Executive’s Beneficiary shall be entitled to reeethe Survivors Benefit for the number of months in the Payoutdee reduce
by the number of months Disability Benefit paymentre made to the Executive. In the event deatlirscafter the Executi
has received the Disability Benefit provided folSnbsection 5.2 for the entiRayout Period, the ExecutigeBeneficiary shall ni
be entitled to the Survivas’Benefit for any length of time. However, the jusum payment described in paragraph two (2) g
Subsection 6.1(a) if approved by the Board of Eiees, and the payment described in Section 6l still be applicable to su
Beneficiary.

(2) If (i) the total dollar amount of Disability Befit payments received by the Executive under &ctizsn 5.2 is less than the tc
dollar amount of payments which would have beeeived had the Survivas’Benefit been paid in lieu of the Disability Beit
which was paid during the Executive’s life, ang Bioard of Director approval is obtained, the Batlall pay the Executive’
Beneficiary a lump sum payment for the differentlis lump sum payment shall be made within thirdp)(days of th
Executive’s death.

(b) In the event death occurs while the Executive)i;(the employment of the Bank, (ii) deferring quemsation pursuant to Sect
Il and (iii) prior to any reduction or discontinuance (via an effexfiling of a Notice of Adjustment of Deferral Amiot) in the



level of deferrals reflected in the Execu’s Deferral Agreement, the Execuf's Beneficiary shall be paid the Survi's Benefit.

() In the event death occurs while the Executive)i;(the employment of the Bank, (ii) deferring quamsation pursuant to Sect
I, and (iii) afterany reduction or discontinuance (via an effectilied of a Notice of Adjustment of Deferral Amourit) the leve
of deferrals reflected in the Executive’s Deferfajreement, the Executive’s Beneficiary shall bedpaireduced Surviva’
Benefit. The amount of such reduced SurvisdBenefit shall be determined by multiplying thentidy payment available as
Survivor’s Benefit by a fraction, the numerator of whickedgial to the total compensation actually defernethe Executive as
his death, and the denominator of which is equahéototal amount of compensation which would hbgen deferred asf his
death, if no reduction or discontinuance in the leveldeferrals had occurred at any time following etiecuof the Deferre
Agreement and during the Deferral Peri

(d) In the event the Executive completes less tBae Hundred Percent (100%) of his Projected Ddfedae to any voluntary
involuntary termination, the Executive’s Benefigiashall be paid a reduced SurviwmBenefit. The amount of such redu
Survivor’s Benefit shall be determined by multipigi the monthly payment available as a Survisd@enefit by a fraction, tl
numerator of which is equal to the total compesatictually deferred by the Executive, and the denator of which is equal
the Executiv’s Projected Deferra

(e) In the event the Executive completes One HundredeRe (100%) of his Projected Deferrals piiorany voluntary or involunta
termination, and provided no payments have beeremadsuant to Subsection 5.2, the Execusii@neficiary shall be paid t
Survivor's Benefit.

6.2 Additional Death Benefit Burial Expense In addition to the above-described death beneffisn the Executive’s death, the Executive’
Beneficiary shall be entitled to receive a dime lump sum death benefit in the amount of TenuRand Dollars ($10,000.00). This ber
shall be provided specifically for the purpose aiiding payment for burial and/or funeral expenstthe Executive. Such benefit shal
payable within thirty (30) days of the Execu’s death

SECTION VI
BENEFICIARY DESIGNATION

The Executive shall make an initial designatiopmary and secondary Beneficiaries upon execudfdnis Deferral Agreement and st
have the right to change such designation, at abhgegjuent time, by submitting to the Administratosubstantially the form attached as Exhib
to the Deferral Agreement, a written designatioprrhary and secondary Beneficiaries. Any Beneficidesignation made subsequent to exec
of the Deferral Agreement shall become effectiviy arhen receipt thereof is acknowledged in writimgthe Administrator.

SECTION VI
EXECUTIVE'S RIGHT TO ASSETS

The rights of the Executive, any Beneficiary, oy ather person claiming through the Executive urtdir Plan, shall be solely those ot
unsecured general creditor of the Bank. The Exesuthe Beneficiary, or any other person claimimgugh the Executive, shall only have the
to receive from the Bank those payments so spdcifieder this Plan. The Executive agrees that lseBhaneficiary, or any other person clairr
through him shall have no rights or interests witer in any asset of the Bank, including any iasae policies or contracts which the Bank
possess or obtain to informally fund this Plan.

Any asset used or acquired by the Bank in connestith the liabilities it has assumed under thiarRlunless expressly provided her
shall not be deemed to be held under any trushfobenefit of the Executive or his Beneficiariest shall any asset be considered security fc
performance of the obligations of the Bank. Anyrsasset shall be and remain, a general, unpledged,nrestricted asset of the Bank.

SECTION IX
RESTRICTIONS UPON FUNDING

The Bank shall have no obligation to set asidanask or entrust any fund or money with which to ftayobligations under this Plan. 1
Executive, his Beneficiaries or any successor far@st to him shall be and remain simply a genenakecured creditor of the Bank in the s
manner as any other creditor having a general daimatured and unpaid compensation. The Bankvesehe absolute right in its sole discre
to either purchase assets to meet its obligatiodsniaken by this Plan or to refrain from the sameé to determine the extent, nature, and meth
any such asset purchases. Should the Bank decjui#r¢hase assets such as life insurance, mutuds futisability policies or annuities, the Bi
reserves the absolute right, in its sole discretiotterminate such assets at any time, in whola part. At no time shall the Executive be deerna
have any lien, right, title or interest in or toyaspecific investment or to any assets of the Bdinthe Bank elects to invest in a life insurat
disability or annuity policy upon the life of thex&utive, then the Executive shall assist the Bankeely submitting to a physical examination
by supplying such additional information necesdargbtain such insurance or annuities.

SECTION X
ALIENABILITY AND ASSIGNMENT PROHIBITION

Neither the Executive nor any Beneficiary undestRian shall have any power or right to transfesign, anticipate, hypothec:
mortgage, commute, modify or otherwise encumbeadwmance any of the benefits payable hereundersimat any of said benefits be subjec
seizure for the payment of any debts, judgmeniisicaly or separate maintenance owed by the Execatives Beneficiary, nor be transferable
operation of law in the event of bankruptcy, ingslgy or otherwise. In the event the Executive oy Beneficiary attempts assignme
communication, hypothecation, transfer or dispo$#ihe benefits hereunder, the Bank’s liabilitiealsforthwith cease and terminate.

SECTION XI
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ERISA PROVISIONS

Named Fiduciary and Administrat. The Bank shall be the Named Fiduciary and Adrtratier (the “Administrator”)of this Plan. A
Administrator, the Bank shall be responsible foe tmanagement, control and administration of then Ria established herein. ~
Administrator may delegate to others certain aspeftthe management and operational responsibilitie the Plan, including tl
employment of advisors and the delegation of maniat duties to qualified individual

Claims Procedure and Arbitrationin the event that benefits under this Plan atepaid to the Executive (or to his Beneficiantlie cas
of the Executives death) and such claimants feel they are entttietbceive such benefits, then a written claim mhestmade to tf
Administrator within sixty (60) days from the dagteyments are refused. The Administrator shallesgvthe written claim and, if the cla
is denied, in whole or in part, they shall providenriting, within ninety (90) days of receipt ofich claim, their specific reasons for s
denial, reference to the provisions of this Plariher Deferral Agreement upon which the denial iselola and any additional materia
information necessary to perfect the claim. Suching by the Administrator shall further indicateet additional steps which must
undertaken by claimants if an additional revievihef claim denial is desire

If claimants desire a second review, they shalifyttie Administrator in writing within sixty (60jlays of the first claim denial. Claima
may review this Plan, the Deferral Agreement or daguments relating thereto and submit any issadscamments, in writing, they m
feel appropriate. In its sole discretion, the Adistimtor shall then review the second claim andvipiea written decision within sixty (6
days of receipt of such claim. This decision shktdte the specific reasons for the decision anlll isicbude reference to specific provisic
of this Plan or the Deferral Agreement upon whiwoh decision is based.

If claimants continue to dispute the benefit defiated upon completed performance of this Plantaadeferral Agreement or t
meaning and effect of the terms and conditionsetbfethen claimants may submit the dispute to miesigadministered by the Americ
Arbitration Association (“AAA”) (or a mediator saled by the parties) in accordance with the A&&Lommercial Mediation Rules.
mediation is not successful in resolving the disput shall be settled by arbitration administelsdthe AAA under its Commerc
Arbitration Rules, and judgment on the award reedday the arbitrator(s) may be entered in any doawving jurisdiction thereof.

SECTION Xl
MISCELLANEOUS

No Guarantee of Employme. Nothing contained herein will confer upon theeEntive the right to be retained in the servicéhefBanl
nor limit the right of the Bank to discharge or erlise deal with the Executive without regard tee texistence of tt
Plan. Notwithstanding anything herein containethtocontrary, any payment to the Executive byHbkling Company are subject to ¢
conditioned upon their compliance with Section )&kthe Federal Deposit Insurance Act, 12 U.S.€xti®n 1828(k), and the regulatic
promulgated thereunder in 12 C.F.R. Part :

State Law. The Plan is established under, and will be caestaccording to, the laws of the state of NewkY

Severability and Interpretation of Provisiondn the event that any of the provisions of tRign or portion thereof, are held to
inoperative or invalid by any court of competenigdiction, or in the event that any legislatioropted by any government body hav
jurisdiction over the Bank would be retroactiveppéied to invalidate this Plan or any provisionéwfror cause the benefits hereunder
taxable, then: (1) insofar as is reasonable, effédtbe given to the intent manifested in the psians held invalid or inoperative, and
the validity and enforceability of the remainingopisions will not be affected thereby. In the evidrat the intent of any provision st
need to be construed in any manner to avoid tagglsluch construction shall be made by the Plamihdstrator in a manner that wol
manifest to the maximum extent possible the origimeaning of such provision

Incapacity of Recipientin the event the Executive is declared incompeded a conservator or other person legally chavg#dthe car
of his person or Estate is appointed, any benefitier the Plan to which such Executive is entidleall be paid to such conservator or ¢
person legally charged with the care of his pexmoBstate

Unclaimed Benefit The Executive shall keep the Bank informed af durrent address and the current address of misfB@ries. If th
location of the Executive is not made known to Benk within three (3) years after the date on whicly payment of the Deferr
Compensation Benefit may first be made, payment beayade as though the Executive had died at thefethe three (3) year peric

Limitations on Liability. Notwithstanding any of the preceding provisiofishe Plan, no individual acting as an employeagent of th
Bank, or as a member of the Board of Trustees blegllersonally liable to the Executive or any ofenson for any claim, loss, liability
expense incurred in connection with this P

Gender. Whenever in this Plan words are used in the olimscor neuter gender, they shall be read andtagst as in the masculit
feminine or neuter gender, whenever they shoulapgdy.

Effect on Other Corporate Benefit PlandNothing contained in this Plan shall affect tight of the Executive to participate in or
covered by any qualified or nquoalified pension, profit sharing, group, bonusobher supplemental compensation or fringe be
agreement constituting a part of the B's existing or future compensation structi

Suicide . Notwithstanding anything to the contrary in tli#tan, the benefits otherwise provided herein shall be payable if tt
Executive’s death results from suicide, whetheesaminsane, within twentgix (26) months after the execution of his DefeAgiteemen
If the Executive dies during this twensyx (26) month period due to suicide, the balarfcei®Elective Contribution Account will be p:
to the Executive’s Beneficiary in a single paymdtdyment is to be made within thirty (30) daysratite Executives death is declarec
suicide by competent legal authori
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Credit shall be given to the Bank for payments nailter to determination of suicide.

Inurement. This Plan shall be binding upon and shall intoethe benefit of the Bank, its successors andgassiand th
Executive, his successors, heirs, executors, adtrators, and Beneficiarie

Source of Payments All payments provided in this Plan shall be tiyngaid in cash or check from the general fundshefBanl
or the assets of the rabbi trust. The Holding Camgpguarantees payment and provision of all amoants benefits due to t
Executives and, if such amounts and benefits atdimely paid or provided by the Bank, or the rahtist, such amounts a
benefits shall be paid or provided by the Holdirap(any.

Tax Withholding and Code Section 409A TaxeAny distribution under this Plan shall be redlity the amount of any ta
required to be withheld from such distribution.isTRlan shall permit the acceleration of the timesahedule of a payment to |
employment related taxes as permitted under Trgd®egulation Section 1.4093() or to pay any taxes that may become d
any time that the arrangement fails to meet thaiirements of Code Section 409A and the regulati@md other guidan
promulgated thereunder. In the latter case, sagimpnts shall not exceed the amount required tmddeded in income as t
result of the failure to comply with the requirenteeaf Code Section 409/

Headings Headings and sufieadings in this Plan are inserted for referencecamvenience only and shall not be deemed
of this Plan.

Acceleration of Payments Except as specifically permitted herein or ihestsections of this Plan, no acceleration of time ol
schedule of any payment may be made hereundewitstanding the foregoing, payments may be acatddrhereunder by t
Bank, in accordance with the provisions of TreasRegulation Section 1.4093§)(4) and any subsequent guidance issued
United States Treasury Department. Accordinglynpents may be accelerated, in accordance with regeints and conditio
of the Treasury Regulations (or subsequent guidainctne following circumstances: (i) as a resulicertain domestic relatio
orders; (ii) in compliance with ethics agreementithwhe Federal government; (iii) in compliance twithics laws or conflicts
interest laws; (iv) in limited casbuts (but not in excess of the limit under Codeti®ac402(g)(1)(B)); (v) in the case of cert
distributions to avoid a noallocation year under Code Section 409(p); (viapply certain offsets in satisfaction of a debtte
Executive to the Employer; (vii) in satisfactionadrtain bona fide disputes between the Executinkthe Employer; or (viii) fc
any other purpose set forth in the Treasury Reguiatand subsequent guidan

SECTION Xl
AMENDMENT/TERMINATION

Partial Termination Notwithstanding anything herein contained toc¢batrary, the Bank reserves the exclusive riglitdeze or to amel

the Plan at any time with respect to compensatiooet earned in the future, provided that no amemndoethe Plan shall be effective
decrease or to restrict the amount accrued todteaf such amendmel

Complete Termination Subject to the requirements of Code Section 40®4he event of complete termination of the Pliwe, Plan she

cease to operate and the Bank shall pay out t&xleeutive his or her benefit as set forth belowctscomplete termination of the P
shall occur only under the following circumstaneesl conditions

(a) The Bank may terminate the Plan with2 months of a corporate dissolution taxed u@iate Section 331,
with approval of a bankruptcy court pursuant toll$.C. §503(b)(1)(A), provided that the amountsedefd under the Plan :
included in the Executive’gross income in the latest of (i) the calendar ye which the Plan terminates; (ii) the calengear ir
which the amount is no longer subject to a subistarisk of forfeiture; or (iii) the first calendarear in which the payment
administratively practicable.

(b) The Bank may terminate the Plan witthie 30 days preceding a Change in Control (bufatlowing a Chang
in Control), provided that the Plan shall only beated as terminated if all substantially similelaagements sponsored by
Bank are terminated so that the Executive andxatetives under substantially similar arrangemenésrequired to receive
amounts of compensation deferred under the terednatrangements within 12 months of the date oftéhmination of th
arrangements. For these purposes, “Change in @bstrall be defined in accordance with the TreasurguRgions under Cot
Section 409A.

() The Bank may terminate the Plan piedithat (i) the termination and liquidation doe$ occur proximate to
downturn in the financial health of the Bank, @l) arrangements sponsored by the Bank that woellddgregated with this P!
under Treasury Regulations Section 1.4098} if the Executive covered by this Plan was alswered by any of those otl
arrangements are also terminated; (iii) no paymetttsr than payments that would be payable undetetims of the arrangem
if the termination had not occurred are made witt@nmonths of the termination of the arrangemeny;dll payments are ma
within 24 months of the termination of the arrangets; and (v) the Bank does not adopt a new armaegethat would k
aggregated with any terminated arrangement undesastiry Regulations Section 1.4094c) if the Executive participated in b
arrangements, at any time within three years faligwhe date of termination of the arrangement.

SECTION XIV
EXECUTION

This Plan sets forth the entire understanding efphrties hereto with respect to the transactioméemnplated hereby, and any previ
agreements or understandings between the partiehegarding the subject matter hereof are mergecand superseded by this Pl



14.2  This Plan shall be executed in triplicate, eachyamfpwhich, when so executed and delivered, shakb original, but all three copies s
together constitute one and the same instrun

[Signature Page Follows]

IN WITNESS WHEREOF , the Bank has caused this Plan to be executeldeodiay and date first written below.

PATHFINDER BANK

12/23/08 By: /sl Thomas W. Schneider
Date Thomas W. Schneider,
President and Chief Executive Officer

PATHFINDER BANCORP, INC.

12/23/08 By: s/ Thomas W. Schneider
Date Thomas W. Schneider,
President and Chief Executive Officer

PATHFINDER BANCORP, MHC

12/23/08 By: /sl Thomas W. Schneider
Date Thomas W. Schneider
President and Chief Executive Officer

EXHIBIT A

AMENDED AND RESTATED
PATHFINDER BANK
EXECUTIVE DEFERRED COMPENSATION PLAN

DEFERRAL AGREEMENT

I, Thomas W. Schneider, alRATHFINDER BANK hereby agree for good and valuable consideratiom,value of which is here
acknowledged, that | shall participate in the Anmthdnd Restated Pathfinder Bank Executive Defe@@dpensation Plan (the “Plangffective
January 1, 2005, as such Plan may now exist oafterdoe amended or modified, and do further agiréke terms and conditions thereof.

| hereby elect to defer Percent ( 098417 of my monthly Compensation. Such defershlll commence on Januan
2004, and shall continue for a period of one huthdneenty (120) months, known as the Deferral Perémdl will result in a Projected Deferral in
amount of $50,000. | understand that this eledibodefer applies only to Compensation attributablservices not yet performed.

| understand that my election to defer shall cargiim accordance with this Deferral Agreement wsuith time as | submit aNotice of
Adjustment of Deferral ” (Exhibit C hereto) to the Administrator, at leasttth(30) days prior to any January 1st during mgféral Period. .
Notice of Adjustment of Deferral can be used taiatithe amount of Compensation to be deferred distpntinue deferrals altogeth

| understand that | will be entitled to a distriut of my deferrals upon attainment of my electexh&it Age of 70. Distribution will k
made in installments over a period of one hundnezhty (120) months.

In general, | understand that my designated Beiagfiecnay be entitled to a monthly SurviveBenefit of $2,857 pursuant to section 6.
the Plan and subject to all relevant subsectioseoPlan.

| understand that | am entitled to review or ob&itopy of the Plan, at any time, and may do socdoyacting the Committee.

This Deferral Agreement shall become effective ugrecution (below) by both the Executive and a duwithorized officer of the Ban



Dated this 23 day of December, 2008

/sl Thomas W. Schneider /sl James Awido
Executive I[®Authorized Officer of Pathfinder Bank

EXHIBIT A

AMENDED AND RESTATED
PATHFINDER BANK
EXECUTIVE DEFERRED COMPENSATION PLAN

DEFERRAL AGREEMENT

I, James A. Dowd, andPATHFINDER BANK hereby agree for good and valuable consideratibe, vialue of which is here
acknowledged, that | shall participate in the Anmthdnd Restated Pathfinder Bank Executive Defe@upensation Plan (the “Plangffective
January 1, 2005, as such Plan may now exist oafterdoe amended or modified, and do further agiréke terms and conditions thereof.

| hereby elect to defer Percent ( 098417 of my monthly Compensation. Such defershlll commence on Januan
2004, and shall continue for a period of one huthdneenty (120) months, known as the Deferral Perémdl will result in a Projected Deferral in
amount of $50,000. | understand that this eledibodefer applies only to Compensation attributablservices not yet performed.

| understand that my election to defer shall cargiim accordance with this Deferral Agreement wsuith time as | submit aNotice of
Adjustment of Deferral ” (Exhibit C hereto) to the Administrator, at leasttth(30) days prior to any January 1st during mgféral Period. .
Notice of Adjustment of Deferral can be used taiatithe amount of Compensation to be deferred distbntinue deferrals altogeth

| understand that | will be entitled to a distriut of my deferrals upon attainment of my electexh&it Age of 70. Distribution will k
made in installments over a period of one hundnezhty (120) months.

In general, | understand that my designated Beiagfiecnay be entitled to a monthly SurviveBenefit of $4,394 pursuant to section 6.
the Plan and subject to all relevant subsectioseoPlan.

| understand that | am entitled to review or ob&itopy of the Plan, at any time, and may do scdoyacting the Committee.

This Deferral Agreement shall become effective ugrecution (below) by both the Executive and a @ulthorized officer of the Bank.

Dated this 23 day of December, 2008

/sl James A. Dowd /sl Thomas W. Scheeid
Executive Duly Authorz©fficer of Pathfinder Bank

EXHIBIT A

AMENDED AND RESTATED
PATHFINDER BANK
EXECUTIVE DEFERRED COMPENSATION PLAN

DEFERRAL AGREEMENT

I, Melissa A. Miller, andPATHFINDER BANK hereby agree for good and valuable consideratio@, vialue of which is here
acknowledged, that | shall participate in the Anmthdnd Restated Pathfinder Bank Executive Defe@upensation Plan (the “Plangffective
January 1, 2005, as such Plan may now exist oafterdoe amended or modified, and do further agiréke terms and conditions thereof.

| hereby elect to defer Percent ( olv$417 of my monthly Compensation. Such defeshlll commence on Februan
2004, and shall continue for a period of one huthdneenty (120) months, known as the Deferral Perémdl will result in a Projected Deferral in
amount of $50,000. | understand that this eledibodefer applies only to Compensation attributablservices not yet performed.

| understand that my election to defer shall cargiim accordance with this Deferral Agreement wsuith time as | submit aNotice of
Adjustment of Deferral ” (Exhibit C hereto) to the Administrator, at leasttth(30) days prior to any January 1st during mgféral Period. .
Notice of Adjustment of Deferral can be used taiatithe amount of Compensation to be deferred distpntinue deferrals altogeth

| understand that | will be entitled to a distrilut of my deferrals upon attainment of my electexh&it Age of 70. Distribution will k
made in installments over a period of one hundnezhty (120) months.

In general, | understand that my designated Beiagfiecnay be entitled to a monthly SurviveBenefit of $2,174 pursuant to section 6.
the Plan and subject to all relevant subsectioseoPlan.



| understand that | am entitled to review or ob&itopy of the Plan, at any time, and may do scdoyacting the Committee.
This Deferral Agreement shall become effective upwecution (below) by both the Executive and a @uithorized officer of the Bank.
Dated this 23 day of December, 2008

/sl Melissa A. Miller /sl Thomas W. Seider
Executive Duly Autfimed Officer of Pathfinder Bank

EXHIBIT B
AMENDED AND RESTATED

PATHFINDER BANK
EXECUTIVE DEFERRED COMPENSATION PLAN
BENEFICIARY DESIGNATION

The Executive, under the terms of the Amended agxtd®ed Pathfinder Bank Executive Deferred CompiemsBlan hereby designates
following Beneficiary to receive any guaranteedmants or death benefits* under such Plan, followiisgdeath:

PRIMARY BENEFICIARY: Joy Ann Schneider

SECONDARY BENEFICIARY: Thomas J. Schneider, Matthew R. Schneider, Jam8sheider, equally per stirp

This Beneficiary Designation hereby revokes angrdgieneficiary Designation which may have beenfiece.

Such Beneficiary Designation is revocable.

December 23, 2008 /sl Thomas W. Schneider
Date EXECUTIVE

« | understand and agree that no death benefit irssxof the deferrals made by me (plus earningedhgmwill be paid unless Pathfin
Bank has acquired insurance on my life and sualramge is in place

EXHIBIT B
AMENDED AND RESTATED
PATHFINDER BANK
EXECUTIVE DEFERRED COMPENSATION PLAN
BENEFICIARY DESIGNATION
The Executive, under the terms of the Amended agxtd®ed Pathfinder Bank Executive Deferred CompiamsBlan hereby designates
following Beneficiary to receive any guaranteedmants or death benefits* under such Plan, followiisgdeath:

PRIMARY BENEFICIARY: Nancy J. Dowd (et)

SECONDARY BENEFICIARY: John W. Dowd (Brothet

This Beneficiary Designation hereby revokes angrdgieneficiary Designation which may have beenfiece.



Such Beneficiary Designation is revocable.

December 23, 2008 /siks A. Dowd
Date EXECUTIVE

- | understand and agree that no death benefit irssxof the deferrals made by me (plus earninggdhgmwill be paid unless Pathfin
Bank has acquired insurance on my life and sualramee is in place

EXHIBIT B
AMENDED AND RESTATED
PATHFINDER BANK
EXECUTIVE DEFERRED COMPENSATION PLAN
BENEFICIARY DESIGNATION
The Executive, under the terms of the Amended astd®ed Pathfinder Bank Executive Deferred CompiemsBlan hereby designates
following Beneficiary to receive any guaranteedmpants or death benefits* under such Plan, followirsgdeath:

PRIMARY BENEFICIARY: Lisa E. Dashnau

SECONDARY BENEFICIARY: Makayla Dashnau (Mesec) and Maddison Dasl

This Beneficiary Designation hereby revokes angrdgieneficiary Designation which may have beenfiecs.

Such Beneficiary Designation is revocable.

December 23, 2008 /s/ Msa A. Miller
Date EXECUTIVE

« | understand and agree that no death benefit irssxof the deferrals made by me (plus earningedhgmwill be paid unless Pathfin
Bank has acquired insurance on my life and sualramee is in place

EXHIBIT C
AMENDED AND RESTATED
PATHFINDER BANK
EXECUTIVE DFERRED COMPENSATION PLAN

NOTICE OF ADJUSTMENT OF DEFERRAL AMOUNT

TO: Administrative Committee, Executive Deferred Congagion Plar

| hereby give notice of my election to adjust tineoant of my compensation deferral in accordanch wiy Deferral Agreement, dated

day of , 20__. This notice is sttenhififteen (15) days prior to January 1st, analldbecome effective January 1st, as spec
below.



Adjust deferral as of: January 1st, 20__

Previous Deferral Amount: Percent ( %) or $ per month

New Deferral Amount: Percent ( % or per month
(to discontinue deféremter $0)

Date EXECUTIVE

Date ACKNOWLEDGED
BY:
TITLE:

EXHIBIT D
AMENDED AND RESTATED
PATHFINDER BANK
EXECUTIVE DEFERRED COMPENSATION PLAN

TRANSITION ELECTION YEAR FORM

Instructions: If you are a participant in the Amended and Best Pathfinder Bank Executive Deferred Compensaian (the “Plan”), and you
previously filed a distribution election form wiPathfinder Bank (the‘Bank”) in which you designated your Benefit Age for whefebec
Compensation Benefits will commence under the Biamhave a limited period of time to use this Fiion Year Election Form to elect to chal
your previous designated Benefit A

Due to IRS rules, individuals who participate ir tBlan during 2008 must complete this form no léan December 31, 2008. You nnot use
this form to change your Benefit Age with respegtayments that are scheduled to be made to y@008, or otherwise to cause payments t
made to you in 2008.

Print Name :

I am a participant in the Amended and RestatedfiRddr Bank Executive Deferred Compensation Plamiclvwas initially effective as
December 31, 2003, and amended and restated effelgthuary 1, 2005. Internal Revenue Code Sed@A provides that | must affirmative
select my Benefit Age in accordance with the Plannderstand that | may not make an electioratsse payments to be made in 2008, or to ct
the time and form of payment of benefits that ateeduled to begin in 2008.

Note : If you do not wish to change your Benefit Age pnesily filed in your Deferral Agreement, then yaurtt need to comple
this Transition Year Election Form

l, , hereby elect to modifyBapefit Age effective as of this day of ,20__, anc
begin receiving benefits under the Amended andaResstPathfinder Bank Executive Deferred Compensaﬁlan in accordance W|th the terms
conditions set forth in Section 5.6 thereunder.

| hereby acknowledge and agree that by modifyirgetected Benefit Age set forth in my Deferral Agrent (Exhibit A hereto), | w
receive a reduced benefit equal to the value ofElegtive Contribution Account calculated as of thst day of the month in which | attain
Modified Benefit Age. Such reduced benefit shallamnuitized (using the Interest Factor) and belplayto me commencing on the first day of
second month following the month in which | attairy Modified Benefit Age, and shall be payable inedmundred twenty (120) montl
installments throughout the Payout Period.

| hereby elect a Modified Benefit Age of , Whiowill attain as of the day of , 20

Date Executive



AMENDED AND RESTATED
TRUSTEE DEFERRED
FEE PLAN

PATHFINDER BANK

AMENDED AND RESTATED EFFECTIVE AS OF

January 1, 2005

AMENDED AND RESTATED
TRUSTEE DEFERRED
FEE PLAN

This Amended and Restated Trustee Deferred Feef@idathfinder Bank (the “PlanQpdates and revises the Trustee Deferred Fet
(the “Original Plan) for Pathfinder Bank (the “Bédhkwhich was originally effective as of January 31020 This Plan formalizes the understan
by and between the Bank and its trustees, whicludes members of the board of directors of the B&#thfinder Bancorp, Inc., or Pathfin
Bancorp, MHC, herein after referred to as “Trustg&@vho shall be eligible to participate in this Planbject to Bank approval, by execution
Trustee Deferred Fee Plan Deferral Agreement (“Dafé\greement”)n the form provided by the Bank. The terms andditions of any Deferr.
Agreements entered into under the Original Plafi smain in full force and effect under this Plafhe Bank has herein restated the Plan wit
intention that the Plan shall at all times satiSBction 409A of the Internal Revenue Code of 1886amended (the “Codednd the regulatiol
thereunder. Pathfinder Bancorp, MHC, a Federaluaiutolding company, and Pathfinder Bancorp, Itie (Holding Company”gre parties to th
Agreement for the sole purpose of guaranteein@trk’s performance hereunder.

WITNESSETH:

WHEREAS , the Bank recognizes the valuable services henetgferformed for it by its Trustees and wishe®rnoourage continu
service of each; and

WHEREAS , the Bank values the efforts, abilities and acdshments of such Trustees and recognizes thafTthetees’service:
substantially contribute to its continued growthl @mofits in the future; and

WHEREAS , Section 409A of the Internal Revenue Code of 188Gmended (the “Code8ffective January 1, 2005, requires that ce
types of deferred compensation arrangements, suttheaPlan, comply with its terms or subject thapients of such compensation to current t



and penalties; and
WHEREAS , the Original Plan was effective December 31, 2@0@

WHEREAS , the Bank desires to amend and restate the OriBiaa, in order to comply with the requirementsfeeth in Code Sectic

409A and the final regulations promulgated thereundnd for certain other purposes; and

WHEREAS , the Bank and the Trustees intend this Plan todmsidered an unfunded arrangement for tax puspasd for purposes

the Employee Retirement Income Security Act of 1@&amended; and

WHEREAS , the Bank has adopted this Plan which controlsslles relating to the Deferred Compensation Bisreef described herein.

NOW, THEREFORE , in consideration of the mutual promises hereintaimed, the parties hereto agree to the follovigrgns an

conditions:
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SECTION |
DEFINITIONS

When used herein, the following words and phrakeli Bave the meanings below unless the conteatlglindicates otherwise:
“Bank” means Pathfinder Bank and sigcessor thereto.

“Beneficiary” means the person or persons (and theirs) designated as Beneficiary in the Trustdeéferral Agreement to whom -
deceased Trustee’s benefits are payable. If no fReéng is so designated, then the Trusse&pouse, if living, will be deemed -
Beneficiary. If the Trustes'Spouse is not living, then the Children of thastee will be deemed the Beneficiaries and wiletak a pe
stirpes basis. If there are no Children, therBsiate of the Trustee will be deemed the Benelic

“Benefit Age” shall be the birthday on which the Trustee becoeiiggble to receive benefits under the plan. Sugthttay shall b
designated in the Trusl's Deferral Agreemen

“Benefit Eligibility Date” shall be the date on which a Trustee is entitlec¢eive his Deferred Compensation Benefit. IHidhathe firs
day of the month following the month in which theuStee attains the Benefit Age designated in hieibed Agreement

“Cause”means personal dishonesty, willful misconduct, fulilimalfeasance, breach of fiduciary duty involvipgrsonal profit, intention
failure to perform stated duties, willful violatiaf any law, rule, regulation (other than traffiolations or similar offenses), or final cease-
anddesist order, material breach of any provisionhi$ lan, or gross negligence in matters of mdtarigortance to the Bank. T
cessation of service of the Trustee shall not ael to be for Cause unless and until the Trusteervice is terminated in accorda
with any procedure or requirements of the EF's Charter and Bylaw:

“Change in Control'of the Bank or Holding Company means a change imrebof a nature that: (i) would be required torkported il
response to Item 5.01 of the current report on F&# as in effect on the date hereof, pursuant tdi@ed 3 or 15(d) of the Securiti
Exchange Act of 1934 (the “Exchange Actdy (ii) results in a Change in Control of the Compavithin the meaning of the Hor
Owners’ Loan Act, as amended, and applicable rahesregulations promulgated thereunder (collegtivile “HOLA") as in effect at tt
time of the Change in Control; or (iii) without litation such a Change in Control shall be deemdtht® occurred at such time as (a)
“person” (as the term is used in Sections 13(d) B@) of the Exchange Act) is or becomes the “bieia¢ owner” (as defined in Ru
13d-3 under the Exchange Act), directly or indirectlf securities of the Company representing 25% arenod the combined voting pow
of the Company’s outstanding securities exceptafor securities purchased by the Bankimployee stock ownership plan or trust; o
individuals who constitute the Board on the datesbf(the “Incumbent Board"tease for any reason to constitute at least a ity
thereof,providedthat any person becoming a director subsequehetdate hereof whose election was approved byeaofait least three-
quarters of the directors comprising the Incumiiodrd, or whose nomination for election by the @any’s stockholders was approy
by the same Nominating Committee serving undemanrhbent Board, shall be, for purposes of thissdaib), considered as thougt
were a member of the Incumbent Board; or (c) a pfarorganization, merger, consolidation, salalbbr substantially all the assets of
Company or similar transaction in which the Comp@nyot the surviving institution occurs; or (dpeoxy statement soliciting proxi
from stockholders of the Company, by someone dtiear the current management of the Company, seskingtholder approval of a pl
of reorganization, merger or consolidation of themPany or similar transaction with one or more ooafions as a result of which -
outstanding shares of the classseturities then subject to the Plan are to be exygthfor or converted into cash or property or gdeg
not issued by the Company; or (e) a tender offenasle for 25% or more of the voting securitieshef Company and the sharehol
owning beneficially or of record 25% or more of thetstanding securities of the Company have tewdereoffered to sell their shal
pursuant to such tender offer and such tendereteshzave been accepted by the tender offeror. iNmtanding anything in th
subsection (b) to the contrary, a change in costrall not be deemed to have occurred in the edfeantonversion of the Compasyor the
Bank's mutual holding company to stock form, or in cartima with any reorganization used to effect sucoaversion

“Childrer” means the Trust’s children, both natural and adopted, determindldeatime payments are due the Children undemtais.

“Deferral Period” means the period of months deaigd in the Trustes’Deferral Agreement during which the Trustee stiefer currer
fees. The Deferral Period shall commence on the dizsignated in the Trus’s Deferral Agreemen

“Deferred Compensation Benefit” means the annudtizalue (using the Interest Factor) of the Trustddective Contribution Accoul
measured as of the Trustee’s Benefit Age, payabhadnthly installments throughout the Payout Pednd commencing on the Trustee’
Benefit Eligibility Date.



1.10 “Disability Benefit” means the monthly benefit payable to the Trustbewiing a determination, in accordance with Subiseck.2, that h
is no longer able, properly and satisfactorilyp&sform his duties as a Trust

1.11  “Effective Dat” of the amended and restated Plan is January 1,

1.12  “Elective Contribution” shall refer to any bookkéeg entry required to record a Trustee’s voluntagnthly pretax deferral of fees whit
shall be made in accordance with the Tru's Deferral Agreemen

1.13  “Elective Contribution Account” shall be represahtey the bookkeeping entries required to recordust€es Elective Contributions pli
accrued interest calculated with the Interest Faetarned to date on such amounts. However, mettieeexistence of such bookkeeg
entries nor the Elective Contribution Account ifsHall be deemed to create either a trust of ang, lor a fiduciary relationship betwe
the Bank and the Trustee or any Benefici

1.14 “Estate” means the estate of thestBel
1.15 “Interest Fact” means either the F-Retirement Interest Factor or the F-Retirement Interest Factor, as applica

1.16 “Payout Period’means the time frame during which certain bengfitgable hereunder shall be distributed. PaymédrdB be made i
equal monthly installments commencing on the filsy of the first month following the occurrencetloé event which triggers distributi
and continuing for a period of c-hundred twenty (120) months, as designated in theté@’s Deferral Agreemen

1.17  “Plan Yea" shall mean the twelve (12) month period from Japdaio December 31 of each ye

1.18 “Post-Retirement Interest Factarieans a rate applicable to annuitize the Electigati@ution Account of a Trustee in connection \
installment distributions made following a Trusteektirement or other termination of service. Walehanged pursuant to a wri
resolution of the Board of Trustees, the -Retirement Interest Factor shall be seven per@é&a) per annunr

1.19 “Pre-Retirement Interest Factor” means a rate agpth accruals credited to a Trustee’s Electivetimrtion Account prior to the Trustez’
retirement or other termination of service. Unlebanged pursuant to a written resolution of tharBoof Trustees, the PRetiremer
Interest Factor shall be a rate equivalent to tiraginterest rate as published in the Wall Stdeefrnaleach January 1, plus three per
(3%). For the initial Plan Year, the Pre-Retireti@terest Factor shall be seven percent (7%). Frledketirement Interest Factor shall
calculated each January 1 during the Deferral Bednd such rate shall be the applicable Retrement Interest Factor for the Plan \
for which it is calculatec

1.20  “Projected Deferralis an estimate, determined upon execution of art@fAgreement, of the total amount of compensatiohe deferre
by the Trustee during his Deferral Period (exclgdamy interest accrued on such deferrals), andes@uaated in the TrusteeDeferra
Agreement

1.21  “Spous” means the individual to whom the Trustee is legalfyried at the time of the Trus's death

1.22  “Survivor's Benefit” means if the Bank has obtained insurance on theofithe Trustee, an annual amount payable to drefiary ir
monthly installments throughout the Payout Perexqljal to the amount designated in the Trust@#ferral Agreement. If the Bank |
not obtained insurance on the life of the Trusthe, Survivor's Benefit shall be equal to the acdrbenefit in the Trustes’Elective
Contribution Account as of the Trustee’s date ohtHe annuitized (using the Pd3etirement Interest Factor) and payable in mol
installments throughout the Payout Peri

SECTION Il
ESTABLISHMENT OF RABBI TRUST

The Bank shall establish a rabbi trust into whish Bank shall contribute assets which shall be tteddein, pursuant to the agreen
which establishes such rabbi trust. The contridbuassets shall be subject to the claims of the Baaleditors in the event of the Bask’
“Insolvency” as defined in the agreement which lgigthes such rabbi trust, until the contributedetsare paid to the Trustee and his Beneficiary
(ies) in such manner and at such times as spedifithis Plan. It is the intention of the Bankrntmake a contribution or contributions to the r:
trust to provide the Bank with a source of fundsassist it in meeting the liabilities of this Plarhe rabbi trust and any assets held therein
conform to the terms of the rabbi trust agreemdnitkvhas been established in conjunction with BHan. Any contribution(s) to the rabbi tr
shall be made in accordance with the rabbi trustergent. The amount and timing of such contrimf&ipshall be specified in the agreement w
establishes such rabbi trust.

SECTION 1l
DEFERRED COMPENSATION

Commencing on the Effective Date and continuingulgh the end of the Deferral Period, the Trustektha Bank agree that the Trus
may defer into his Elective Contribution Account amonthly basis up to the lesser of (i) Seven Hemd-ifty Dollars ($750.00), or (i) O
Hundred Percent (100%) of the monthly fees whighThustee would otherwise be entitled to receivenfthe Bank for each month of the Defe
Period. The total deferral during the term of Deferral Period shall not exceed the TrusteBtojected Deferral, without Board of Trus
approval. The specific amount of the Trustee’s thigndeferred compensation shall be designatethénTrustees Deferral Agreement and st
apply only to compensation attributable to servitesyet performed.

SECTION IV
ADJUSTMENT OF DEFERRAL AMOUNT



Deferral of the specific amount of fees designarteithe Trustees Deferral Agreement shall continue in effect parguo the terms of tr

Plan unless and until the Trustee amends his Cefé&greement by filing with the Administrator a Ne# of Adjustment of Deferral Amou
(Exhibit B of the Deferral Agreement). If the Bainicreases the amount of fees and/or retainer édopehe Trustee, the Trustee can include
additional amounts in his monthly deferral, subjecthe limits of Section Ill herein, provided appal from the Board of Trustees is obtained
filing a Notice of Adjustment of Deferral Amoun& Notice of Adjustment of Deferral Amount shall b#ective if filed with the Administrator
least thirty (30) days prior to any January during the Plan Year. Such Notice of Adjustmenbeferral Amount shall be effective comment

with the January T'following its filing and shall be applicable only tompensation attributable to services not yefbopeied by the Trustee.
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SECTION V
RETIREMENT BENEFIT

Retirement Benefit Subject to Subsection 6.1 of this Plan, the Bagkees to pay the Trustee the Deferred Compens8gémefi
commencing on the TrusteeBenefit Eligibility Date. Such payments will beade over the term of the Payout Period. In tlemeof the
Trustees death after commencement of the Deferred CompensBenefit, but prior to completion of all suchyments due and owi
hereunder, the Bank shall pay to the Trust@=neficiary a continuation of the monthly instahts for the number of months remainin
the Payout Perioc

Disability Benefit. If requested by the Trustee and approved byterd of Trustees, the Trustee shall be entitled¢eive the Disabilit
Benefit hereunder, in any case in which it is dateed by a duly licensed independent physiciancseteby the Bank, that the Truste
Disabled. For purposes of this Subsection, “Diggbior “Disabled” shall mean the Trustee: (i) is unable to engaganin substanti
gainful activity by reason of any medically detematle physical or mental impairment which can beeeted to result in death or car
expected to last for a continuous period of nos ldmn 12 months; (ii) is, by reason of any medicdéterminable physical or mer
impairment which can be expected to result in deattan be expected to last for a continuous pesfatbt less than 12 months, recei
income replacement benefits for a period of nad aen 3 months under an accident and health gleering employees of the Bank;
(iii) is determined to be totally disabled by thect&l Security Administrationlf the Trustee is determined to be Disabled, thesTe sha
begin receiving the Disability Benefit in lieu diig Deferred Compensation Benefit, which shall begithin thirty (30) days after tt
Trustee is determined to be Disabled. The amatfinthe monthly benefit shall be the annuitized ealof the Trustee' Elective
Contribution Account, measured as of the date efDisability determination and payable in monthigtallments throughout the Pay
Period. The PodRetirement Interest Factor shall be used to armauitie Elective Contribution Account. In the evére Trustee dit
while receiving Disability Benefit payments purstuémthis Subsection, or after becoming eligible $ach payments but before the ac
commencement of such payments, his Beneficiaryl fleakentitled to receive those benefits provided ifo Subsection 6.1(a) and -
Disability Benefits provided for in this Subsectishall terminate upon the Trustealeath. Notwithstanding the foregoing, the Tre
shall have the right make otiese election in his or her Deferral Agreement @geaive the Deferred Compensation Benefit in liethe
Disability Benefit, where such benefit shall commemn the Directos Benefit Eligibility Date and shall be payable otlee term of th
Payout Perioc

Removal For Cause In the event the Trustee is removed for Causngttime prior to reaching his Benefit Age, hellsha entitled t
receive the balance of his Elective Contributioncéunt, measured as of the date of removal. Suabuamshall commence on |
Trustees Benefit Eligibility Date and shall be payableaighout the Payout Period. All other benefitsvited for the Trustee or |
Beneficiary under this Plan shall be forfeited #mel Plan shall become null and void with respestutch Trustee

Voluntary or Involuntary Termination Other Than f@ause. If the Trustees service with the Bank is voluntarily or involurita
terminated prior to the attainment of his Benefigibility Date, for any reason other than for Cauthe Trustee’ death or Disability, the
commencing on his Benefit Eligibility Date, the $tee shall be entitled to the annuitized valuen@ushe Interest Factor) of his Eleci
Contribution Account calculated as of his Benefigibility Date, and payable over the Payout Per

Termination of Service Related to a Change in Gintif a Change in Control occurs, and thereafter Thustees service is terminat
(either voluntarily or involuntarily) within thirtgsix (36) months, the Trustee shall be entitlecetreive his Deferred Compensation Bel
calculated as if the Trustee had made all of hestele deferrals through his Benefit Age. Suchdbigrshall be annuitized (using 1
Interest Factor) and be payable commencing on Sucktees Benefit Eligibility Date in monthly installmentiroughout the Payc
Period. In the event the Trustee dies at any #fter termination of employment, but prior to cormoement of such payments due
owing hereunder, the Bank or its successor, slagiltp the Trustee’s Beneficiary, the SurviwwBenefit. In the event the Trustee die
any time after commencement of such payments, toit fp completion of all such payments due andngwhiereunder, the Bank or
successor shall pay to the Tru’s Beneficiary, continuation of the monthly instadints for the remainder of the Payout Per

Modification of Benefit Age Notwithstanding anything in the Plan to the cant, a Trustee who previously designated a BeAefd ir
his or her Deferral Agreement, may elect to chariger her Benefit Age by filing with the Bank aahsition Year Election Form (attact
hereto as Exhibit D), provided that such electismiade before December 31, 2008. If the Trusteeteko modify his Benefit A
(“Modified Benefit Age”)and to commence receiving benefits hereunder befita@nment of his Benefit Age as set forth onDbéferra
Agreement, Trustee shall be entitled to receivevtiige of his Elective Contribution Account caldeld as of the last day of the montl
which Trustee attains his Modified Benefit Age.cBuearly benefit shall be annuitized (using theedest Factor) and be paye
commencing on the first day of the second monthofohg Trustee$ attaining his Modified Benefit Age in monthly tament:
throughout the Payout Period. In the event thesfBei dies at any time after designating his Modifigenefit Age, but prior |
commencement of such payments due and owing hezeuhe@ Bank or its successor shall pay to thetéels Beneficiary the Surviva’
Benefit. In the event the Executive dies at amyetiafter commencement of the benefit paymentsphiat to completion of all suc
payments due and owing hereunder, the Bank oruitsessor shall pay to the TrusteeBeneficiary a continuation of the mont
installments for the remainder of the Payout Pel

Separation from Service Notwithstanding anything in the Plan to the caryt, all references to a voluntary or involuntégymination o
service shall mean a termination of the Trustese'rvices to the Bank for any reason. Whethermaimation of service has occurred sha




determined in accordance with the requiremen8eztion 409A of the Code for a “Separation fromvige” based on whether the fa
and circumstances indicate that the Bank and thet@e reasonably anticipated that no further seswieould be performed after a cer
date or that the level of bona fide services thestiee would perform after such date would perméyeetrease to no more than fortine
percent (49%) of the average level of bona fideises performed over the immediately precedingyt-six (36) month perioc

SECTION VI
DEATH BENEFITS

6.1 Death Benefit Prior to Commencement of Deferred @emsation Benefit In the event of the Trusteeteath prior to commencemen
the Deferred Compensation Benefit, the Bank sheyl the Trustee Beneficiary a monthly benefit for the Payout Bgricommencin
within thirty (30) days following the Trust’s death. The amount of such monthly benefit paysemall be determined as follov

€) (1) In the event death occurs (i) while the Trusseeeceiving the Disability Benefit provided far Subsection 5.2, or (i) after 1
Trustee has become eligible for such Disability &#&npayments but before such payments have commdertbe Trustee’
Beneficiary shall be entitled to receive the Suovis Benefit for the number of months in the Payouidée reduced by tt
number of months Disability Benefit payments werdmto the Trustee. In the event death occurs thigeTrustee has recei\
the Disability Benefit provided for in Subsectior? Sor the_entirdPayout Period, the TrusteseBeneficiary shall not be entitled
the Survivors Benefit for any length of time. However, the lusum payment described in paragraph two (2) of $hibsectic
6.1 (a) if approved by the Board of Trustees, dedpayment described in Section 6.2, shall stitybglicable to such Beneficiar

(2) If (i) the total dollar amount of Disability Befit payments received by the Trustee under StibseB.2 is less than the tc
dollar amount of payments which would have beeerived had the Survivas’Benefit been paid in lieu of the Disability Beit
which was paid during the Trustee’s life, and @pard of Trustee approval is obtained, the Bankl ghay the Trustee’
Beneficiary a lump sum payment for the differen@dis lump sum payment shall be made within th{&9) days following th
Trustee’s death.

(b) In the event death occurs while the Truprior to any reduction or discontinuance (via an effexfiling of a Notice of
is (i) in the service of the Bank, (ii) deferrAdjustment of Deferral Amount) in the level of defds reflected in the Trustee’s
fees pursuant to Section Il and ( Deferral Agreement, the Trus’s Beneficiary shall be paid the Survi’s Benefit.
(c) In the event death occurs while the Trustee im(the service of the Bank, (ii) deferring feesguant to Section II, and (iigftet

any reduction or discontinuance (via an effectiliag of a Notice of Adjustment of Deferral Amourit) the level of deferra
reflected in the Trustee’s Deferral Agreement, Thestee’s Beneficiary shall be paid a reduced Sonrs Benefit. The amount
such reduced Survivor's Benefit shall be determibgdnultiplying the monthly payment available aSarvivor's Benefit by
fraction, the numerator of which is equal to théatdBoard fees actually deferred by the Trusteeofakis death, and tl
denominator of which is equal to the total amourBaard fees which would have been deferred assofiéath, if no reduction ¢
discontinuance in the level of deferrals had o@alimt any time following execution of the Deferfgreement and during t
Deferral Period

(d) In the event the Trustee completes less Bae Hundred Percent (100%) of his Projected Ddfendae to any voluntary
involuntary termination other than removal for Cauthe Trustee’s Beneficiary shall be paid a reduservivor’s Benefit. Th
amount of such reduced Survivor's Benefit shallde¢ermined by multiplying the monthly payment aablié as a Survivos’
Benefit by a fraction, the numerator of which isialgto the total Board fees actually deferred kg Thustee, and the denomin:
of which is equal to the Trusf's Projected Deferra

(e) In the event the Trustee completes One HundredeRe(t00%) of his Projected Deferrals priorany voluntary or involunta
termination other than removal for Cause, and pl@dino payments have been made pursuant to Sulrs&c®, the Trusteg’
Beneficiary shall be paid the Survi's Benefit.

6.2 Additional Death Benefit Burial Expense In addition to the above-described death bendiip®n the Trustee’s death, the Trustee’
Beneficiary shall be entitled to receive a dime lump sum death benefit in the amount of TeouBand Dollars ($10,000.00). This ber
shall be provided specifically for the purpose oiyiding payment for burial and/or funeral expenskéthe Trustee. Such benefit shal
payable within thirty (30) days of the Trustee'satfe The Trustes’ Beneficiary shall not be entitled to such beniéfithe Trustee |
removed for Cause prior to death, or if a similanp sum death benefit is paid by the Bank to theeleiary under another similar plan
the Bank.

SECTION VI
BENEFICIARY DESIGNATION

The Trustee shall make an initial designation @fnpry and secondary Beneficiaries upon executiohi@Deferral Agreement and st
have the right to change such designation, at abhgegjuent time, by submitting to the Administratosubstantially the form attached as Exhib
to the Deferral Agreement, a written designatioprrhary and secondary Beneficiaries. Any Beneficidesignation made subsequent to exec
of the Deferral Agreement shall become effectiviy arhen receipt thereof is acknowledged in writimgthe Administrator.

SECTION VI
TRUSTEE'S RIGHT TO ASSETS

The rights of the Trustee, any Beneficiary, or atlyer person claiming through the Trustee under Bian, shall be solely those of
unsecured general creditor of the Bank. The Teystee Beneficiary, or any other person claiminguigh the Trustee, shall only have the rigl
receive from the Bank those payments so specifiel@iuthis Plan. The Trustee agrees that he, higfiddary, or any other person claiming thro
him shall have no rights or interests whatsoevemiy asset of the Bank, including any insuranceigsl or contracts which the Bank may pos



or obtain to informally fund this Plan.

Any asset used or acquired by the Bank in conneatith the liabilities it has assumed under thiarRlunless expressly provided her
shall not be deemed to be held under any trusthiobenefit of the Trustee or his Beneficiaries, stwall any asset be considered security fo
performance of the obligations of the Bank. Anglsasset shall be and remain, a general, unpledgeldjnrestricted asset of the Bank.

SECTION IX
RESTRICTIONS UPON FUNDING

The Bank shall have no obligation to set asidanadk or entrust any fund or money with which to jtayobligations under this Plan. 1
Trustee, his Beneficiaries or any successor irrésteo him shall be and remain simply a generataared creditor of the Bank in the same me
as any other creditor having a general claim fotuneal and unpaid compensation. The Bank resehegltsolute right in its sole discretior
either purchase assets to meet its obligationsrtaida by this Plan or to refrain from the same taindetermine the extent, nature, and metht
any such asset purchases. Should the Bank decjpler¢hase assets such as life insurance, mutnds fulisability policies or annuities, the B
reserves the absolute right, in its sole discretioterminate such assets at any time, in whole part. At no time shall the Trustee be deem:
have any lien, right, title or interest in or toyaspecific investment or to any assets of the Bdhlhe Bank elects to invest in a life insurai
disability or annuity policy upon the life of theustee, then the Trustee shall assist the Bankd®sjyf submitting to a physical examination an
supplying such additional information necessarghitain such insurance or annuities.

SECTION X
ALIENABILITY AND ASSIGNMENT PROHIBITION

Neither the Trustee nor any Beneficiary under Bien shall have any power or right to transferigmssanticipate, hypothecate, mortge
commute, modify or otherwise encumber in advangeddithe benefits payable hereunder, nor shallarsaid benefits be subject to seizure fol
payment of any debts, judgments, alimony or separetintenance owed by the Trustee or his Beneficiar be transferable by operation of la\
the event of bankruptcy, insolvency or otherwiethe event the Trustee or any Beneficiary attengsisignment, communication, hypotheca
transfer or disposal of the benefits hereunderBma’s liabilities shall forthwith cease and tenatie.

SECTION Xl
ACT PROVISIONS

11.1  Named Fiduciary and Administrat. The Bank shall be the Named Fiduciary and Adrraisr (the “Administrator”)of this Plan. A
Administrator, the Bank shall be responsible foe tmanagement, control and administration of then Ria established herein. ~
Administrator may delegate to others certain asgp@ftthe management and operational responsibilitie the Plan, including tl
employment of advisors and the delegation of manigt duties to qualified individual

11.2  Claims Procedure and Arbitrationn the event that benefits under this Plan atepaa to the Trustee (or to his Beneficiary in tase ¢
the Trustees death) and such claimants feel they are entibedeceive such benefits, then a written claim nmstmade to th
Administrator within sixty (60) days from the dateyments are refused. The Administrator shallewthe written claim and, if the cla
is denied, in whole or in part, they shall providenriting, within ninety (90) days of receipt ofich claim, their specific reasons for s
denial, reference to the provisions of this Plarther Deferral Agreement upon which the denial iselda and any additional materia
information necessary to perfect the claim. Suching by the Administrator shall further indicatee additional steps which must
undertaken by claimants if an additional revievitef claim denial is desire

If claimants desire a second review, they shalifyttie Administrator in writing within sixty (603lays of the first claim denial. Claima
may review this Plan, the Deferral Agreement or daguments relating thereto and submit any issadsamments, in writing, they m
feel appropriate. In its sole discretion, the Adistirator shall then review the second claim amVipge a written decision within sixty (€
days of receipt of such claim. This decision sktdte the specific reasons for the decision aall sttlude reference to specific provisi
of this Plan or the Deferral Agreement upon whioh decision is based.

If claimants continue to dispute the benefit defiabked upon completed performance of this PlantaadDeferral Agreement or t
meaning and effect of the terms and conditionsetbfethen claimants may submit the dispute to miesigadministered by the Americ
Arbitration Association (“AAA”) (or a mediator salted by the parties) in accordance with the Ad&Lommercial Mediation Rules.
mediation is not successful in resolving the disput shall be settled by arbitration administelsdthe AAA under its Commerc
Arbitration Rules, and judgment on the award reedday the arbitrator(s) may be entered in any doanvtng jurisdiction thereof.

SECTION Xl
MISCELLANEOUS

12.1  No Effect on Trusteeship Righ. Nothing contained herein will confer upon the Stae the right to be retained in the service of&hak
nor limit the right of the Bank to discharge or ertivise deal with the Trustee without regard toekistence of the Plan. Notwithstanc
anything herein contained to the contrary, any paynto the Trustee by the Holding Company are stihfeand conditioned upon th
compliance with Section 18(k) of the Federal Deplrsiurance Act, 12 U.S.C. Section 1828(k), andrdgeilations promulgated thereun
in 12 C.F.R. Part 35¢

12.2  State Law. The Plan is established under, and will be caestaccording to, the laws of the state of NewkY

12.3  Severability and Interpretation of Provisiondn the event that any of the provisions of tRign or portion thereof, are held to
inoperative or invalid by any court of competenigdiction, or in the event that any legislatioropted by any government body hav
jurisdiction over the Bank would be retroactiveppéied to invalidate this Plan or any provisiondwdror cause the benefits hereunder |
taxable, then: (i) insofar as is reasonable, effelitbe given to the intent manifested in the psions held invalid or inoperative, and




the validity and enforceability of the remainingpisions will not be affected thereby. In the evtrat the intent of any provision st
need to be construed in any manner to avoid taggtsluch construction shall be made by the Plamifistrator in a manner that wo
manifest to the maximum extent possible the origimesaning of such provision

12.4  Incapacity of RecipientIn the event the Trustee is declared incompetedta conservator or other person legally charg#dtive care ¢
his person or Estate is appointed, any benefiteutite Plan to which such Trustee is entitled shalpaid to such conservator or o
person legally charged with the care of his peroBstate

12.5 Unclaimed Benefit The Trustee shall keep the Bank informed ofdcuisent address and the current address of hisfBamis. If the
location of the Trustee is not made known to thelBwithin three (3) years after the date on whicly payment of the Deferr
Compensation Benefit may first be made, payment lbeapade as though the Trustee had died at thefehd three (3) year perio

12.6  Limitations on Liability. Notwithstanding any of the preceding provisiofishe Plan, no individual acting as an employeagent of th
Bank, or as a member of the Board of Trustees bleafiersonally liable to the Trustee or any otles@n for any claim, loss, liability
expense incurred in connection with this P

12.7  Gender. Whenever in this Plan words are used in the alim&or neuter gender, they shall be read andtrget as in the masculit
feminine or neuter gender, whenever they shoulapgy.

12.8  Effect on Other Corporate Benefit Plandlothing contained in this Plan shall affect tight of the Trustee to participate in or be cod
by any qualified or nagualified pension, profit sharing, group, bonusotiier supplemental compensation or fringe benegfieemer
constituting a part of the Ba’s existing or future compensation structi

12.9  Suicide. Notwithstanding anything to the contrary in tRign, the benefits otherwise provided herein shatlbe payable if the Trustae’
death results from suicide, whether sane or insaithjn twentysix (26) months after the execution of his Defeskgreement. If th
Trustee dies during this twengyx (26) month period due to suicide, the balancki® Elective Contribution Account will be paid toe
Trustee’s Beneficiary in a single payment. Payniend be made within thirty (30) days after the Staes death is declared a suicide
competent legal authorit

Credit shall be given to the Bank for payments naiter to determination of suicide.

12.10 Inurement. This Plan shall be binding upon and shall inaréhe benefit of the Bank, its successors andjassand the Truste
his successors, heirs, executors, administratodsBaneficiaries

12.11 Source of Payments All payments provided in this Plan shall be tiyngaid in cash or check from the general fundshefBanl
or the assets of the rabbi trust. The Holding Camgpguarantees payment and provision of all amoants benefits due to t
Trustees and, if such amounts and benefits ardimety paid or provided by the Bank, or the rabdist, such amounts a
benefits shall be paid or provided by the Holdirgn®any.

12.12 Code Section 409A TaxesThis Plan shall permit the acceleration of flheetor schedule of a payment to pay any taxesntizg
become due at any time that this Plan fails to rtte=tequirements of Code Section 409A and thelatigns and other guidan
promulgated thereunder. Such payments shall nmezkthe amount required to be included in incosntha result of the failu
to comply with the requirements of Code SectionAL(

12.13 HeadingsHeadings and sueadings in this Plan are inserted for referencecanvenience only and shall not be deen
part of this Plan

12.14 Acceleration of Payments Except as specifically permitted herein or ihestsections of this Plan, no acceleration of time I
schedule of any payment may be made hereundewitistanding the foregoing, payments may be acatddrhereunder by t
Bank, in accordance with the provisions of TreasRegulation Section 1.40938§)(4) and any subsequent guidance issued
United States Treasury Department. Accordinglynpents may be accelerated, in accordance with regeints and conditio
of the Treasury Regulations (or subsequent guidainctne following circumstances: (i) as a resulicertain domestic relatio
orders; (ii) in compliance with ethics agreementithwhe Federal government; (iii) in compliance twithics laws or conflicts
interest laws; (iv) in limited casbuts (but not in excess of the limit under Codeti®ec402(g)(1)(B)); (v) in the case of cert
distributions to avoid a noallocation year under Code Section 409(p); (viapply certain offsets in satisfaction of a debtte
Trustee to the Bank; (vii) in satisfaction of cénthona fide disputes between the Trustee and trek;Bor (viii) for any othe
purpose set forth in the Treasury Regulations abdequent guidanc

SECTION Xl
AMENDMENT/REVOCATION

13.1 Amendment Notwithstanding anything herein contained to ¢batrary, the Bank reserves the exclusive rigtitdeze or to amel
the Plan at any time with respect to compensatidretearned in the future, provided that no amentlitoethe Plan shall be effect
to decrease or to restrict the amount accruedetddte of such amendme

13.2 Complete Revocation Subject to the requirements of Code Section 4094he event of complete termination of the Pthe, Plai
shall cease to operate and the Bank shall payodthiet Trustee his or her benefit as if the Trusiae terminated employment as
the effective date of the complete terminationctBeomplete termination of the Plan shall occuryonhder the followin
circumstances and conditior

@) The Bank may terminate the Plan withielve (12) months of a corporate dissolutiorethunder Code Secti



331, or with approval of a bankruptcy court purgu@anll U.S.C. §503(b)(1)(A), provided that the amiz deferre
under the Plan are included in the Trusseg’oss income in the latest of (i) the calendar ye which the Plan terminates; (ii)
calendar year in which the amount is no longerexttiip a substantial risk of forfeiture; or (iije first calendar year in which 1
payment is administratively practicable.

(b) The Bank may terminate the Plan wittie thirty (30) days preceding a Change in Cdrlnat not following
Change in Control), provided that the Plan shaly & treated as terminated if all substantialiyikir arrangements sponsorec
the Bank are terminated so that the Trustee anttumitees under substantially similar arrangemargsrequired to receive
amounts of compensation deferred under the terednatrangements within twelve (12) months of thie dd the termination
the arrangements. For these purposes, “Changernitrdl’ shall be defined in accordance with the TreasurguReions unde
Code Section 409A.

() The Bank may terminate the Plan piedithat (i) the termination and liquidation doe$ occur proximate to
downturn in the financial health of the Bank;(il) arrangements sponsored by the Bank that woulddmgegated with this Pl
under Treasury Regulations Section 1.4098) if the Trustee covered by this Plan was alseered by any of those otl
arrangements are also terminated; (iii) no paymetttsr than payments that would be payable undetetims of the arrangem
if the termination had not occurred are made withiaelve (12) months of the termination of the agament; (iv) all payments ¢
made within twentyfour (24) months of the termination of the arrangets; and (v) the Bank does not adopt a new armeg
that would be aggregated with any terminated aeamant under Treasury Regulations Section 1.40@A-if the Truste
participated in both arrangements, at any timeiwithree years following the date of terminatiorthed arrangement.

SECTION XIV
EXECUTION

14.1  This Plan sets forth the entire understanding efghrties hereto with respect to the transactioméemnplated hereby, and any previ
agreements or understandings between the partiehegarding the subject matter hereof are mergecand superseded by this Pl

14.2  This Plan shall be executed in triplicate, eachyamfpwhich, when so executed and delivered, shakb original, but all three copies s
together constitute one and the same instrun

[Signature Page Follows]

IN WITNESS WHEREOF , the Bank has caused this Plan to be executeldeodiay and date first above written.

12/23/08
Date

12/23/08
Date

12/23/08
Date

PATHFINDER BANK

By: /s/: Thomas W. Schneider

Title: President & C.E.O.

PATHFINDER BANCORP, INC .

By: /sl: Thomas W. Schneider

Title: President & C.E.O.

PATHFINDER BANCORP, MHC

By: /sl: Thomas W. Schneider



Title: President & C.E.O.

EXHIBIT A

PATHFINDER BANK
AMENDED AND RESTATED
TRUSTEE DEFERRED FEE PLAN

DEFERRAL AGREEMENT

I, Lloyd Buddy Stemple, anATHFINDER BANK hereby agree for good and valuable consideratiom,value of which is here
acknowledged, that | shall participate in the Ratldr Bank Amended and Restated Trustee DeferredPfan (the “Plan”)effective January
2008 as such Plan may now exist or hereafter badedeor modified, and do further agree to the teantsconditions thereof.

| hereby elect to defer Percent ( 019$)750.00 of my monthly Trustee Fees. Such daffeshall commence on Januar
2008, and shall continue for a period of one huthdneenty (120) months, known as the Deferral Perémdl will result in a Projected Deferral in
amount of $90,000. | understand that this elediiodefer applies only to fees attributable to E@w not yet performed.

| understand that my election to defer shall cargiim accordance with this Deferral Agreement wsuith time as | submit aNotice of
Adjustment of Deferral ” (Exhibit C hereto) to the Administrator, at leasttth(30) days prior to any January 1st during mgféral Period. .
Notice of Adjustment of Deferral can be used taiatithe amount of Trustee fees to be deferred distmntinue deferrals altogeth

In general, | understand that my designated Bemgfiecnay be entitled to a monthly SurviveBenefit of $0 pursuant to Section 6.1 of
Plan and subject to all relevant subsections ofihaa.

| understand that | will be entitled to a distrilomt of my deferrals upon attainment of my eledBethefit Age of 70. Distribution will be
made in installments over a period of one hundnezhty (120) months.

| understand that | am entitled to review or ob&itopy of the Plan, at any time, and may do scdoyacting the Committee.

Pursuant to Section 5.2 of the Plan, in the evéBtisability, | hereby make a orténe election (which may not be changed) to receiy
Disability Benefit at the time of (check one) __y Bisability, or Xmy Benefit Eligibility Date.

This Deferral Agreement shall become effective ugrecution (below) by both the Trustee and a dutharized officer of the Bank.

Dated this 23 day of December, 2008.

/sl: Lloyd A. Stemple /sl: Thomas W. Schneid
Trustee Duly Authorized Officer of Pathfinder Bar

EXHIBIT A

PATHFINDER BANK
AMENDED AND RESTATED
TRUSTEE DEFERRED FEE PLAN

DEFERRAL AGREEMENT

I, Bruce E. Manwaring, an@ATHFINDER BANK hereby agree for good and valuable consideratiom,value of which is here
acknowledged, that | shall participate in the Ratldr Bank Amended and Restated Trustee DeferredPfan (the “Plan”)effective January
2005 as such Plan may now exist or hereafter badedeor modified, and do further agree to the teantsconditions thereof.

I hereby elect to defer Percent ( 09$%17.00 of my monthly Trustee Fees. Such daffeshall commence on Januar
2004, and shall continue for a period of ninete (91) months, known as the Deferral Period,ailidesult in a Projected Deferral in the amc
of $37,917. | understand that this election teedefpplies only to fees attributable to servicesyeb performed.

| understand that my election to defer shall cargiin accordance with this Deferral Agreement with time as | submit aNotice of
Adjustment of Deferral ” (Exhibit C hereto) to the Administrator, at leasttth(30) days prior to any January 1st during mgféral Period. .
Notice of Adjustment of Deferral can be used taiatlthe amount of Trustee fees to be deferred distmntinue deferrals altogeth

In general, | understand that my designated Beiagficnay be entitled to a monthly SurviveBenefit of $582 pursuant to Section 6.
the Plan and subject to all relevant subsectioseoPlan.



| understand that | will be entitled to a distrilomt of my deferrals upon attainment of my eledBmhefit Age of 70. Distribution will be
made in installments over a period of one hundnezhty (120) months.

| understand that | am entitled to review or ob&itopy of the Plan, at any time, and may do scdoyacting the Committee.

Pursuant to Section 5.2 of the Plan, in the evéDtigability, | hereby make a orténe election (which may not be changed) to receiy
Disability Benefit at the time of (check one) __y Bisability, or Xmy Benefit Eligibility Date.

This Deferral Agreement shall become effective ugrecution (below) by both the Trustee and a dutharized officer of the Bank.
Dated this 23 day of December, 2008.
/sl: Bruce W. Manwarin /sl: Thomas W. Schneid
Trustee Duly Authorized Officer of Pathfinder Bar
EXHIBIT A
PATHFINDER BANK
AMENDED AND RESTATED
TRUSTEE DEFERRED FEE PLAN
DEFERRAL AGREEMENT
I, L. William Nelson, andPATHFINDER BANK hereby agree for good and valuable consideratiom,vialue of which is here
acknowledged, that | shall participate in the Ratldr Bank Amended and Restated Trustee DeferredPfan (the “Plan”)effective January
2005 as such Plan may now exist or hereafter badedeor modified, and do further agree to the teantsconditions thereof.
| hereby elect to defer Percent ( 019$)750.00 of my monthly Trustee Fees. Such daffeshall commence on Januar
2004, and shall continue for a period of one husdoairteen (114) months, known as the Deferrald@erand will result in a Projected Deferra
the amount of $85,500. | understand that thistiele¢o defer applies only to fees attributablsgovices not yet performed.
| understand that my election to defer shall cargiin accordance with this Deferral Agreement with time as | submit aNotice of
Adjustment of Deferral ” (Exhibit C hereto) to the Administrator, at leasttth(30) days prior to any January 1st during mgféral Period. .

Notice of Adjustment of Deferral can be used taiatithe amount of Trustee fees to be deferred distmntinue deferrals altogeth

In general, | understand that my designated Beiagfiecnay be entitled to a monthly SurviveBenefit of $1,413 pursuant to Section 6.
the Plan and subject to all relevant subsectioeoPlan.

| understand that | will be entitled to a distrilomt of my deferrals upon attainment of my eledBethefit Age of 70. Distribution will be
made in installments over a period of one hundnezhty (120) months.

| understand that | am entitled to review or ob&itopy of the Plan, at any time, and may do scdoyacting the Committee.

Pursuant to Section 5.2 of the Plan, in the evéBtisability, | hereby make a orténe election (which may not be changed) to receiy
Disability Benefit at the time of (check one) __y Bisability, or Xmy Benefit Eligibility Date.

This Deferral Agreement shall become effective ugrecution (below) by both the Trustee and a dutharized officer of the Bank.
Dated this 23 day of December, 2008.
/sl: L. William Nelsor /sl: Thomas W. Schneid
Trustee Duly Authorized Officer of Pathfinder Bar
EXHIBIT A
PATHFINDER BANK
AMENDED AND RESTATED
TRUSTEE DEFERRED FEE PLAN
DEFERRAL AGREEMENT
I, George P. Joyce, andATHFINDER BANK hereby agree for good and valuable consideratibe, vialue of which is here
acknowledged, that | shall participate in the Ratldr Bank Amended and Restated Trustee DeferredPfan (the “Plan”)effective January

2005 as such Plan may now exist or hereafter bededeor modified, and do further agree to the teantsconditions thereof.

| hereby elect to defer Percent ( 019$)750.00 of my monthly Trustee Fees. Such daffeshall commence on Januar



2004, and shall continue for a period of one huthdnenty (120) months, known as the Deferral Pergmdl will result in a Projected Deferral in
amount of $90,000. | understand that this elediiodefer applies only to fees attributable to E@w not yet performed.

| understand that my election to defer shall cargiin accordance with this Deferral Agreement with time as | submit aNotice of
Adjustment of Deferral ” (Exhibit C hereto) to the Administrator, at leasttth(30) days prior to any January 1st during mgféral Period. .
Notice of Adjustment of Deferral can be used taiatlthe amount of Trustee fees to be deferred distmntinue deferrals altogeth

In general, | understand that my designated Beiagfiecnay be entitled to a monthly SurviveBenefit of $2,457 pursuant to Section 6.
the Plan and subject to all relevant subsectioseoPlan.

| understand that | will be entitled to a distrilomt of my deferrals upon attainment of my eledBmhefit Age of 70. Distribution will be
made in installments over a period of one hundnezhty (120) months.

| understand that | am entitled to review or ob&itopy of the Plan, at any time, and may do sodoyacting the Committee.

Pursuant to Section 5.2 of the Plan, in the evéDtisability, | hereby make a orténe election (which may not be changed) to receiy
Disability Benefit at the time of (check one) __y Bisability, or Xmy Benefit Eligibility Date.

This Deferral Agreement shall become effective ugrecution (below) by both the Trustee and a dutharized officer of the Bank.

Dated this 23 day of December, 2008.

/sl: George P. Joyc /sl: Thomas W. Schneid
Trustee Duly Authorized Officer of Pathfinder Bar
EXHIBIT A

PATHFINDER BANK
AMENDED AND RESTATED
TRUSTEE DEFERRED FEE PLAN

DEFERRAL AGREEMENT

I, Chris R. Burritt, andPATHFINDER BANK hereby agree for good and valuable consideratiba, vialue of which is here
acknowledged, that | shall participate in the Hatldr Bank Amended and Restated Trustee DeferredPfan (the “Plan”)effective January
2004 as such Plan may now exist or hereafter bed@deor modified, and do further agree to the teantsconditions thereof.

| hereby elect to defer Percent ( 0P4)750.00 of my monthly Trustee Fees. Such daffeshall commence on Januar
2004, and shall continue for a period of one huthdneenty (120) months, known as the Deferral Perémdl will result in a Projected Deferral in
amount of $90,000. | understand that this elediiodefer applies only to fees attributable to E@w not yet performed.

| understand that my election to defer shall cargiim accordance with this Deferral Agreement wsiith time as | submit aNotice of
Adjustment of Deferral " (Exhibit C hereto) to the Administrator, at leasttth(30) days prior to any January 1st during mgféral Period. .
Notice of Adjustment of Deferral can be used taiatithe amount of Trustee fees to be deferred distmntinue deferrals altogeth

In general, | understand that my designated Beiagfiecnay be entitled to a monthly SurviveBenefit of $2,858 pursuant to Section 6.
the Plan and subject to all relevant subsectionbeoPlan.

| understand that | will be entitled to a distrilomt of my deferrals upon attainment of my eledBethefit Age of 70. Distribution will be
made in installments over a period of one hundnezhty (120) months.

| understand that | am entitled to review or ob&itopy of the Plan, at any time, and may do socdoyacting the Committee.

Pursuant to Section 5.2 of the Plan, in the evéBtisability, | hereby make a orténe election (which may not be changed) to receiy
Disability Benefit at the time of (check one) __y Bisability, or Xmy Benefit Eligibility Date.

This Deferral Agreement shall become effective ugrecution (below) by both the Trustee and a dutharized officer of the Bank.

Dated this 23 day of December, 2008.
/sl: Chris R. Burrit /sl: Thomas W. Schneid
Trustee Duly Authorized Officer of Pathfinder Bar

EXHIBIT A
PATHFINDER BANK
AMENDED AND RESTATED
TRUSTEE DEFERRED FEE PLAN

DEFERRAL AGREEMENT



I, Corte J. Spencer, andATHFINDER BANK hereby agree for good and valuable consideratibe, vialue of which is here
acknowledged, that | shall participate in the Ratldr Bank Amended and Restated Trustee DeferredPfan (the “Plan”)effective January
2005 as such Plan may now exist or hereafter ba@edeor modified, and do further agree to the teantsconditions thereof.

| hereby elect to defer Percent ( 0194)750.00 of my monthly Trustee Fees. Such daffeshall commence on Januar
2004, and shall continue for a period of one huthdoar (104) months, known as the Deferral Peraa] will result in a Projected Deferral in
amount of $78,000. | understand that this elediiodefer applies only to fees attributable to E@w not yet performed.

| understand that my election to defer shall cargiin accordance with this Deferral Agreement with time as | submit aNotice of
Adjustment of Deferral ” (Exhibit C hereto) to the Administrator, at leasttth(30) days prior to any January 1st during mgféral Period. .
Notice of Adjustment of Deferral can be used taiatlthe amount of Trustee fees to be deferred distmntinue deferrals altogeth

In general, | understand that my designated Beiagfiecnay be entitled to a monthly SurviveBenefit of $1,248 pursuant to Section 6.
the Plan and subject to all relevant subsectioseoPlan.

| understand that | will be entitled to a distrilomt of my deferrals upon attainment of my eledBmhefit Age of 70. Distribution will be
made in installments over a period of one hundnezhty (120) months.

| understand that | am entitled to review or obtitopy of the Plan, at any time, and may do scdoyacting the Committee.

Pursuant to Section 5.2 of the Plan, in the evéDtigability, | hereby make a orténe election (which may not be changed) to receiy
Disability Benefit at the time of (check one) __y Bisability, or Xmy Benefit Eligibility Date.

This Deferral Agreement shall become effective ugrecution (below) by both the Trustee and a dutharized officer of the Bank.

Dated this 23 day of December, 2008.
[sl: Corte J. Spenc /sl: Thomas W. Schneid
Trustee Duly Authorized Officer of Pathfinder Bar

EXHIBIT A
PATHFINDER BANK
AMENDED AND RESTATED
TRUSTEE DEFERRED FEE PLAN
DEFERRAL AGREEMENT

I, Steven W. Thomas, andATHFINDER BANK hereby agree for good and valuable consideratiom,vialue of which is here
acknowledged, that | shall participate in the RHatldr Bank Amended and Restated Trustee DeferredPfan (the “Plan”)effective January
2004 as such Plan may now exist or hereafter bed@deor modified, and do further agree to the teantsconditions thereof.

| hereby elect to defer Percent ( 019$)750.00 of my monthly Trustee Fees. Such daffeshall commence on Januar

2004, and shall continue for a period of one huthdnenty (120) months, known as the Deferral Pergmdl will result in a Projected Deferral in
amount of $90,000. | understand that this elediiodefer applies only to fees attributable to E@w not yet performed.

| understand that my election to defer shall cargiin accordance with this Deferral Agreement with time as | submit aNotice of
Adjustment of Deferral ” (Exhibit C hereto) to the Administrator, at leasttth(30) days prior to any January 1st during mgféral Period. .
Notice of Adjustment of Deferral can be used taiatithe amount of Trustee fees to be deferred distmntinue deferrals altogeth

In general, | understand that my designated Beiagfienay be entitled to a monthly SurviveBenefit of $5,356 pursuant to Section 6.
the Plan and subject to all relevant subsectioseoPlan.

| understand that | will be entitled to a distrilomt of my deferrals upon attainment of my eledBmhefit Age of 70. Distribution will be
made in installments over a period of one hundnezhty (120) months.

| understand that | am entitled to review or obtitopy of the Plan, at any time, and may do scdoyacting the Committee.

Pursuant to Section 5.2 of the Plan, in the evéBtigability, | hereby make a orténe election (which may not be changed) to receiy
Disability Benefit at the time of (check one) __y Bisability, or Xmy Benefit Eligibility Date.

This Deferral Agreement shall become effective ugrecution (below) by both the Trustee and a dutharized officer of the Bank.

Dated this 23 day of December, 2008.

/sl Steven W. Thome /sl: Thomas W. Schneid



Trustee Duly Authorized Officer of Pathfinder Bar

EXHIBIT B
PATHFINDER BANK
AMENDED AND RESTATED
TRUSTEE DEFERRED FEE PLAN
BENEFICIARY DESIGNATION
The Trustee, under the terms of the Pathfinder Bamlended and Restated Trustee Deferred Fee Plabyheesignates the followi
Beneficiary to receive any guaranteed paymentattdbenefits* under such Plan, following his death

PRIMARY BENEFICIARY: Caraefple

SECONDARY BENEFICIARY Stephenniée; Kristine Stemple per Stirpes

This Beneficiary Designation hereby revokes angriieneficiary Designation that may have been fiectf

Such Beneficiary Designation is revocable.

DATE: December 23, 2008

/sl Lloyd A. Stemple

TRUSTEE

/s/ Thomas W. Schneider
DULY AUTHORIZED OFFICER

* | understand and agree that no death beneékaess of the deferrals made by me (plus earniregedn) will be paid unless Pathfinder Bank
acquired insurance on my life and such insuranaepgace.
EXHIBIT B
PATHFINDER BANK
AMENDED AND RESTATED
TRUSTEE DEFERRED FEE PLAN
BENEFICIARY DESIGNATION
The Trustee, under the terms of the Pathfinder Bamlended and Restated Trustee Deferred Fee Plabyheesignates the followi
Beneficiary to receive any guaranteed payment&athdbenefits* under such Plan, following his death
PRIMARY BENEFICIARY: Ellen Manwaring, Spouse

SECONDARY BENEFICIARY Children iy Derek, Mike, Karen per Stirpes

This Beneficiary Designation hereby revokes angrdieneficiary Designation that may have been fiectf

Such Beneficiary Designation is revocable.

DATE: December 23, 2008



/sl: Bruce E. Manwaring

TRUSTEE

/s/ Thomas W. Schneider
DULY AUTHORIZED OFFICER

* | understand and agree that no death beneékaess of the deferrals made by me (plus earniregedn) will be paid unless Pathfinder Bank
acquired insurance on my life and such insuranagepéace.
EXHIBIT B
PATHFINDER BANK
AMENDED AND RESTATED
TRUSTEE DEFERRED FEE PLAN
BENEFICIARY DESIGNATION
The Trustee, under the terms of the Pathfinder Bamlended and Restated Trustee Deferred Fee Plabyheesignates the followi
Beneficiary to receive any guaranteed payment&athdbenefits* under such Plan, following his death
PRIMARY BENEFICIARY: L. Shelson

SECONDARY BENEFICIARY Aimee Callédendy Wheeler, John L. Nelson, equal

This Beneficiary Designation hereby revokes angrdieneficiary Designation that may have been fiectf

Such Beneficiary Designation is revocable.

DATE: December 23, 2008

/s/: L. William Nelson

TRUSTEE

/s/ Thomas W. Schneider
DULY AUTHORIZED OFFICER

* | understand and agree that no death beneéikaess of the deferrals made by me (plus earniregsan) will be paid unless Pathfinder Bank
acquired insurance on my life and such insuranaepéace.
EXHIBIT B
PATHFINDER BANK
AMENDED AND RESTATED
TRUSTEE DEFERRED FEE PLAN
BENEFICIARY DESIGNATION

The Trustee, under the terms of the Pathfinder Bamlended and Restated Trustee Deferred Fee Plabyheesignates the followi
Beneficiary to receive any guaranteed paymenteathdbenefits* under such Plan, following his death

PRIMARY BENEFICIARY: ChristiA. Joyce



SECONDARY BENEFICIARY Childrenuedly per Stirpes

This Beneficiary Designation hereby revokes angriieneficiary Designation that may have been fiectf

Such Beneficiary Designation is revocable.

DATE: December 23, 2008

/sl: George Joyce

TRUSTEE

/s/ Thomas W. Schneider
DULY AUTHORIZED OFFICER

* | understand and agree that no death benefikgess of the deferrals made by me (plus earniregedn) will be paid unless Pathfinder Bank has
acquired insurance on my life and such insuranaepgace.
EXHIBIT B
PATHFINDER BANK
AMENDED AND RESTATED
TRUSTEE DEFERRED FEE PLAN
BENEFICIARY DESIGNATION

The Trustee, under the terms of the Pathfinder Bamlended and Restated Trustee Deferred Fee Plabyheesignates the followi
Beneficiary to receive any guaranteed paymentattdbenefits* under such Plan, following his death

PRIMARY BENEFICIARY: Susaur it
SECONDARY BENEFICIARY My childré&ndrea Burritt, Danielle Burritt, Richard
Burrifiennifer White

This Beneficiary Designation hereby revokes angrdieneficiary Designation that may have been fiectf

Such Beneficiary Designation is revocable.

DATE: December 23, 2008

/sl: Chris Burritt

TRUSTEE

/sl Thomas W. Schneider
DULY AUTHORIZED OFFICER

* | understand and agree that no death benefikgess of the deferrals made by me (plus earnireggedn) will be paid unless Pathfinder Bank has
acquired insurance on my life and such insuranagepéace.

EXHIBIT B



PATHFINDER BANK
AMENDED AND RESTATED
TRUSTEE DEFERRED FEE PLAN
BENEFICIARY DESIGNATION

The Trustee, under the terms of the Pathfinder Bamlended and Restated Trustee Deferred Fee Plabyheesignates the followi
Beneficiary to receive any guaranteed paymentattdbenefits* under such Plan, following his death

PRIMARY BENEFICIARY: Daughters equally per Stirpes: Cathleen S. Dorr,
Mary M. Spencer, Sara A. Spencer

SECONDARY BENEFICIARY

This Beneficiary Designation hereby revokes angrdieneficiary Designation that may have been fiectf

Such Beneficiary Designation is revocable.

DATE: December 23, 2008

/sl: Corte J. Spencer

TRUSTEE

/s/ Thomas W. Schneider
DULY AUTHORIZED OFFICER

* | understand and agree that no death benefikgess of the deferrals made by me (plus earnireggedn) will be paid unless Pathfinder Bank has
acquired insurance on my life and such insuranaepgace.
EXHIBIT B
PATHFINDER BANK
AMENDED AND RESTATED
TRUSTEE DEFERRED FEE PLAN
BENEFICIARY DESIGNATION

The Trustee, under the terms of the Pathfinder Bamlended and Restated Trustee Deferred Fee Plabyheesignates the followi
Beneficiary to receive any guaranteed payment&athdbenefits* under such Plan, following his death

PRIMARY BENEFICIARY: Marianfihomas

SECONDARY BENEFICIARY BranderE&an Thomas equally, per stirpes

This Beneficiary Designation hereby revokes angriieneficiary Designation that may have been fiectf

Such Beneficiary Designation is revocable.

DATE: December 23, 2008

/sl Steven W. Thomas



TRUSTEE

/s/ Thomas W. Schneider
DULY AUTHORIZED OFFICER

* | understand and agree that no death benefikgess of the deferrals made by me (plus earniregedn) will be paid unless Pathfinder Bank has
acquired insurance on my life and such insuranagepéace.

EXHIBIT C
PATHFINDER BANK
AMENDED AND RESTATED
TRUSTEE DFERRED FEE PLAN

NOTICE OF ADJUSTMENT OF DEFERRAL

TO: Plan Administrator, Amended and Restated Trustdertx Fee Pla

| hereby give notice of my election to adjust timeoant of my Trustee Fee deferral in accordance miyhDeferral Agreement, dated

day of , 20__. This notice is stilechithirty (30) days prior to January 1st, andlghecome effective January 1st, as spec
below.

Adjust deferral as of: January 1, 2008

Previous Deferral Amount: erdent ( %) or $750.00 per month

New Deferral Amount: Percent ( %) or $ 417.00 per month
(to discontinue deferral, enter $0)

/sl Corte J. Spencer
TRUSTEE

12/23/08
DATE
PATHFINDER BANK

BY:

TITLE:

DATE

EXHIBIT D

PATHFINDER BANK
AMENDED AND RESTATED
TRUSTEE DEFERRED FEE PLAN

TRANSITION ELECTION YEAR FORM
Instructions: If you are a participant in the Amended and Rest Trustee Deferred Fee Plan (the “Plangnd you previously filed a Defer
Agreement with Pathfinder Bank (t“Bank”), you have a limited period of time to use this Tigms Year Election Form to elect to change y
previous distribution election
Due to IRS rules, individuals who participate i tRlan during 2008 must complete this form no léi@n December 31, 2008. You nnot use
this form to change your distribution elections hwitspect to payments that are scheduled to be n@ageu in 2008, or otherwise to ca
payments to be made to you in 2C

Print Name :



| hereby elect to modify my Benefit Age effective @f this day of , 20__ tautebgin receiving benefits uni
the Pathfinder Bank Trustee Deferred Fee Planéonrdance with the terms and conditions set fortBantion 5.6 thereunder.

| hereby acknowledge and agree that by modifyirgelected Benefit Age set forth in my Deferral Agrent (Exhibit A hereto), | w
receive a reduced benefit equal to the value ofEegtive Contribution Account calculated as of thst day of the month in which | attain
Modified Benefit Age. Such reduced benefit shallamnuitized (using the Interest Factor) and belplayto me commencing on the first day of
second month following the month in which | attairy Modified Benefit Age, and shall be payable inedmundred twenty (120) montl
installments throughout the Payout Period.

| hereby elect a Modified Benefit Age of , Whiowill attain as of the day of , 20

In addition, pursuant to Section 5.2 of the Plarthie event of Disability, | hereby make a dimae election (which may not be changec
receive my Disability Benefit at the time of (chemke) __ my Disability, or ___ my Benefit Eligiibyl Date.

DATE TRUSTEE



PATHFINDER BANCORP, INC.
PATHFINDER BANK
EMPLOYMENT AGREEMENT

This Agreement is made effective as of the 23rd ofafpecember 2008, by and between Pathfinder B#imk ‘Bank”), a New Yorl
chartered stock savings bank, with its principaamistrative office at 214 West First Street, Oswedlew York 131262547, jointly with
Pathfinder Bancorp, Inc., the sole stockholderhef Bank, and Thomas W. Schneider (the “Executiv&iy reference to “Companyierein sha
mean Pathfinder Bancorp, Inc. or any successoetiherAny reference to “Employeffierein shall mean both the Bank and the Compa
successors thereto.

WHEREAS, the Executive and Bank entered into an employmegntéeament dated on June 28, 2004 (the “Original &mpent),
pursuant to which the Executive was employed asidkrat and Chief Executive Officer of the Employeand

WHEREAS , Section 409A of the Internal Revenue Code (thedt), effective January 1, 2005, requires deferred cosguéor
arrangements, including those set forth in employnagreements, to comply with its provisions anstrietions and limitations on payments
deferred compensation; and

WHEREAS , Code Section 409A and the final regulations idshereunder necessitate changes to the Originaehgent; and
WHEREAS , Executive has agreed to such changes; and

WHEREAS , the parties hereto desire to set forth the tesfrihe revised Agreement and the continuing empkrytmelationship of tt
Bank and Executive.

NOW, THEREFORE , in consideration of the mutual covenants herentained, and upon the other terms and conditi@nsitafte
provided, the parties hereby agree as follows:

1. POSITION AND RESPONSIBILITIES

During the period of his employment hereunder, Hiige agrees to serve as President and Chief BxecOfficer of the Bank and
President and Chief Executive Officer of the Compaburing said period, Executive also agrees toesaf elected, as an officer and directo
the Bank, the Company, and of any subsidiary olia@# of the Employer. Failure to reelect Exeeatas President and Chief Executive Office
the Bank and the Company without the consent oEttexutive during the term of this Agreement shalfistitute a breach of this Agreement.

2. TERMS AND DUTIES

(a) The period of Executigeémployment under this Agreement shall begin abeoflate first above written and shall continuea
period of thirtysix (36) full calendar months thereafter. Commegcon the first anniversary date of this Agreemeamt] continuing at ea
anniversary date thereafter, the Agreement shawefor an additional year such that the remaini@rgn shall be three (3) years unless wr
notice is provided to Executive, at least ten d#&ys and not more than thirty (30) days prior tg such anniversary date, that his employment
cease at the end of thirty-six (36) months follagvguch anniversary date. Prior to each noticeogdar nonrenewal, the disinterested member
the Board of Directors of the Bank (“Boardi)ill conduct a comprehensive performance evaluatiod review of the Executive for purpose
determining whether to extend the Agreement, aaddbults thereof shall be included in the minofabe Board’'s meeting.

(b) During the period of his employmestéunder, except for periods of absence occasiopdthess, reasonable vacation peri
and reasonable leaves of absence, Executive shaitalsubstantially all his business time, attentgkill, and efforts to the faithful performanck
his duties hereunder including activities and smwirelated to the organization, operation and gemant of the Employer; provided, howe
that, with the approval of the Board, as evidermgd resolution of such Board, from time to tim&e&utive may serve, or continue to serve, ol
boards of directors of, and hold any other offioegositions in, companies or organizations, whintsuch Board judgment, will not present a
conflict of interest with the Bank, or materiallffect the performance of Executive’s duties pursuarthis Agreement.

(c) During the period of his employmemrdunder, if Executive’ term as a director of the Bank or the Companyiregpthe
Employer shall nominate Executive to be re-elettetthe Board of Directors of the Bank and the Comypdf re-elected by shareholders, Execu
shall serve as director.

3. COMPENSATION AND REIMBURSEMENT

(a) The compensation specified underAlgissement shall constitute the salary and bengéiid for the duties described in Section 2
(b). The Bank shall pay Executive as compensatigalary of not less than $220,000 per year (“Besdary”). Such Base Salary shall be payi
biweekly. During the period of this Agreement, Extive’'s Base Salary shall be reviewed at least annudlych review shall be conducted
Committee designated by the Board, and the Boandintease Executive's Base Salary. In additiothtoBase Salary provided in this Section 3
(a), the Bank shall provide Executive at no codExecutive with all such other benefits as are jated uniformly to permanent futlime employee
of the Bank.

(b) The Bank will provide Executive wimployee benefit plans, arrangements and pergiisitbstantially equivalent to those
which Executive was participating or otherwise dieg benefit from immediately prior to the begingiaf the term of this Agreement, and the E
will not, without Executives prior written consent, make any changes in suahsp arrangements or perquisites which would ahgraffec
Executives rights or benefits thereunder. Without limitittge generality of the foregoing provisions of tidabsection (b), Executive will
entitled to participate in or receive benefits unaiey employee benefit plans including but not fedito, retirement plans, supplemental retirel



plans, pension plans, profit-sharing plans, heafthiaccident plans, medical coverage or any other eyppldenefit plan or arrangement m
available by the Bank in the future to its senigeaitives and key management employees, subjemtdoon a basis consistent with the te
conditions and overall administration of such pland arrangements. Executive will be entitlechtmentive compensation and bonuses as pro
in any plan of the Bank in which Executive is dbigi to participate. Nothing paid to the Executiweer any such plan or arrangement wil
deemed to be in lieu of other compensation to wthehExecutive is entitled under this Agreement.

(c) In addition to the Base Salary preddor by paragraph (a) of this Section 3, the Byl shall pay or reimburse Executive
all reasonable travel and other reasonable expénsesed by Executive performing his obligationsdar this Agreement and may provide ¢
additional compensation in such form and such anscasthe Board may from time to time determine.

(d) Compensation and reimbursement tpaie pursuant to paragraphs (a), (b) and (c) sf$eiction 3 shall be paid by the Bank
the Company, respectively on a pro rata basis baged the amount of service the Executive devatésd Bank and Company, respectively.

4, PAYMENTS TO EXECUTIVE UPON AN EVENT OF TERMINATION
(a) The provisions of this Section shatiply upon the occurrence of an Event of Termimaijas herein defined) during -
Executive’s term of employment under this Agreemeks used in this Agreement, an “Event of Termiovat shall mean and include any one
more of the following:
(i) the termination by the Bank or the Company rééitive’s full-time employment hereunder for aegson other than:
(A) Disability or Retirement as definedSection 6 below,
(B) a Change in Control, as defined in Section 5(agdfeior
©) Termination for Cause as definedeécti®n 7 hereof; or
(i) Executive’s resignation from the Bank’s or tBempany’s employ, upon any:
(A) failure to elect or reelect or to appoint or reapp&xecutive as President and Chief Executivedeffi
(B) material change in Executive’s function, duties, responsibilities, which change would cause Exeelti
position to become one of lesser responsibilitypantance, or scope from the position and attribtieseo
described in Section 1, abo
© a relocation of Executive’principal place of employment by more than 3@®mitom its location at the effect
date of this Agreement, or a material reductiothig benefits and perquisites to the Executive ftbase bein

provided as of the effective date of this Agreem

(D) liquidation or dissolution of the Bank or Companther than liquidations or dissolutions that are sealib
reorganizations that do not affect the status @fdgtive,

(E) failure of the Employer to nominate Executive to ddected or reelected as a director of the Bank or
Company, o
(3] breach of this Agreement by the Bankhe Company.

Upon the occurrence of any event described in ems)(A), (B), (C), (D), (E), or (F) above, Exgtve shall have the right to elect
terminate his employment under this Agreement Bigreation upon thirty (30) days prior written netigiven within a reasonable period of time
to exceed ninety (90) days after the initial evgiving rise to said right to elect. Notwithstanglithe preceding sentence, in the event
continuing breach of this Agreement by the Employlee Executive, after giving due notice within thescribed time frame of an initial ev
specified above, shall not waive any of his rigddkely under this Agreement and this Section 4ikye of the fact that Executive has submittec
resignation but has remained in the employmenhefEmployer and is engaged in good faith discussiorresolve any occurrence of an e
described in clauses (A), (B), (C), (D), (E) andlébove. The Bank shall have at least thirty (3)sdko remedy any condition set forth in clause (ii
(A) through (F), provided, however, that the Emoghall be entitled to waive such period and nakenmediate payment hereunder.

(b) Upon the occurrence of an Event ofmieation, on the Date of Termination, as definadSection 8, the Bank shall
Executive, or, in the event of his subsequent ddashbeneficiary or beneficiaries, or his estatethe case may be, as severance pay or liqu
damages, or both, a sum equal to three (3) timesuim of (i) Base Salary and (ii) the highest cdtbonus awarded to the Executive during
prior three years, providedhowever, that if the Employer is not in compliance with ininimum capital requirements or if such paymevwasid
cause the Employes’capital to be reduced below its minimum capiguirements, such payments shall be deferredsumfi time as the Employ
is in capital compliance. All amounts payable tee&utive shall be paid in a lump sum within thif®0) days following the Date of Termination
if Executive is a Specified Employee (within theanig of Treasury Regulations §1.4094})), then to the extent necessary to avoid pes
under Code Section 409A, such payment will be n@uéhe first business day of the seventh montlofolig the Date of Termination. St
payments shall not be reduced in the event theEixecobtains other employment following terminatiaf employment.

(©) Notwithstanding the provisions of 8eas 4(a) and (b), and in the event that therenmadeen a Change in Control as define
Section 5(a) nor an Event of Termination, as defiimeSection 4(a), upon the voluntary terminatigntioe Executive upon giving sixty days no



to the Employer (which shall not be deemed to dtutstan “Event of Terminationds defined herein), the Employer, at the discrediothe Boar
of Directors, shall pay Executive, or in the evefithis subsequent death, his beneficiary or beiaefis, or his estate, as the case may
severance payment in an amount to be determinethébyBoard of Directors at the time of such voluptermination by the Executive. St
severance payment shall not exceed three (3) ttheesverage of the three preceding yeBase Salary, including bonuses and any other
compensation paid to the Executive during suchsyeard the amount of any benefits received purswaamty employee benefit plans, on beha
the Executive, maintained by the Employer duringhsyears; provided however, that if the Employer is not in compliance witk iinimun
capital requirements or if such payments would eaghse Employes capital to be reduced below its minimum capiégluirements, such payme
shall be deferred until such time as the Emplogen icapital compliance, and provided further, thato event shall total severance compens
from all sources exceed three times the ExecudiBase Salary for the immediately preceding yédramounts payable to Executive shall be |
in a lump sum within thirty (30) days following ttizate of Termination, or if Executive is a Spedafiemployee (within the meaning of Treas
Regulations 81.409A4j)), then to the extent necessary to avoid pasitnder Code Section 409A, such payment will bederon the first busine
day of the seventh month following the Date of Teation. Such payments shall not be reduced ineent the Executive obtains ot
employment following termination of employment.

(d) Upon the occurrence of an Event affiieation, the Employer will cause to be continliélinsurance and notaxable medici
and dental coverage substantially identical todtveerage maintained by the Employer for Executitiergo his termination, provided that st
benefits shall not be provided in the event thegulth constitute an unsafe or unsound banking m@gatlating to executive compensation
employment contracts pursuant to applicable reguist as is now or hereafter in effect. Such cagershall cease upon the expiration of
remaining term of this Agreement.

(e) Upon the occurrence of an Event ahiieation, Executive shall become fully vested i ntitled to all benefits granted to |
pursuant to any stock option plan of the Bank om@any.

® Upon the occurrence of an Event ofrifi@ation, Executive shall become fully vested i @ntitled to all benefits granted to |
pursuant to any nonqualified deferred compensatian of the Bank or Company applicable to himny.a

Upon the occurrence of an Event afriieation, the Executive shall become fully vestednd entitled to all benefits awardet
him under the Bank’s or the Company’s recognitiod eetention plan or any restricted stock planfiacs.

(h) For purposes of Section 4, Event efriination and voluntary termination of employmehtll be construed to require
“Separation from Serviceds defined in Code Section 409A and the TreasuguRgons promulgated thereunder, provided, howehet the Ban
and Executive reasonably anticipate that the lef/élona fide services Executive would perform afégmination would permanently decrease
level that is less than 50% of the average levabafa fide services performed (whether as an empl@y an independent contractor) ovel
immediately preceding 36-month period.

5. CHANGE IN CONTROL

@) No benefit shall be payable undes Béction 5 unless there shall have been a Chan@enitrol of the Bank or Company. |
purposes of this Agreement, a “Change in Contobithe Bank or Company shall mean a change in abaofra nature that (i) would be requirec
be reported in response to Item 5.01 of the cumeport on Form &, as in effect on the date hereof, pursuant tai®@ed3 or 15(d) of th
Securities Exchange Act of 1934 (the “Exchange Adf (ii) results in a Change in Control of the Bamkthe Company within the meaning of
Home Owners Loan Act, as amended, and applicalde eind regulations promulgated thereunder, affénteat the time of the Change in Con
(collectively, the “HOLA"); or (iii) without limitdion such a Change in Control shall be deemedte bacurred at such time as (a) any “persan” (
the term is used in Sections 13(d) and 14(d) oBkehange Act) is or becomes the “beneficial owrfas’defined in Rule 138-under the Exchan
Act), directly or indirectly, of securities of theompany representing 25% or more of the combingthgygower of Compang outstandin
securities except for any securities purchasedhleyBmployers employee stock ownership plan or trust; or (viduals who constitute tl
Company’s Board of Directors on the date hereda {thcumbent Board”) cease for any reason to ctutstiat least a majority theregkovidedthat
any person becoming a trustee or director subsédaethe date hereof whose election was approved bgte of at least thregiarters of th
directors comprising the Incumbent Board, or whoasmination for election by the Compasystockholders was approved by the same Nomir
Committee serving under an Incumbent Board, stellfdr purposes of this clause (b), considerechaggh he were a member of the Incum
Board; or (c) a plan of reorganization, merger, stidation, sale of all or substantially all theseis of the Bank or the Company or sin
transaction in which the Bank or Company is notghesiving institution occurs; or (d) a proxy staent soliciting proxies from stockholders of
Company, by someone other than the current managenfiche Company, seeking stockholder approvah glan of reorganization, merger
consolidation of the Company or similar transactioth one or more corporations or financial indtitns, and as a result such proxy solicitatic
plan of reorganization, merger consolidation orilsimtransaction involving the Company is approumdthe requisite vote of the Compasy’
stockholders; or (e) a tender offer is made for 25%mnore of the voting securities of the Compang #re shareholders owning beneficially o
record 25% or more of the outstanding securitiethefCompany have tendered or offered to sell $t@res pursuant to such tender offer and
tendered shares have been accepted by the teffidler ofNotwithstanding anything to the contrarydie, a “Change in Controlf the Bank or th
Company shall not be deemed to have occurred iavbet of a conversion of Pathfinder Bancorp, MidGtbck holding company form.

(b) If any of the events described intfec5(a) hereof constituting a Change in Contaléioccurred, Executive shall be entitle
the benefits provided in paragraphs (c), (d), ®),g) and (h) of this Section 5 upon his subsaduermination of employment at any time du
the term of this Agreement, regardless of whetbeh dermination results from (i) his resignationigrhis dismissal upon the Change in Control.

(c) Upon the occurrence of a Change imt@b followed by the Executive’termination of employment, the Employer shall
Executive, or in the event of his subsequent ddathbeneficiary or beneficiaries, or his estatethee case may be, as severance pay or liqu
damages, or both, a sum equal to the greater gbdliments due for the remaining term of the Agrednoe 2.99 times the average of the
preceding yearsBase Salary, including bonuses and any other caistpensation paid to the Executive during such yeard the amount of a
contributions made to any employee benefit plansyehalf of the Executive, maintained by the Emetayuring such years (hereinafter referre
as “Payment”).Such Payment shall be payable to Executive in g@lsam within thirty (30) days following the Date Dérmination, or if Executi\
is a Specified Employee (within the meaning of Breg Regulations §1.40¢1(i)), then to the extent necessary to avoid pesalinder Coc



Section 409A, such Payment will be made on th¢ business day of the seventh month following tla¢el»f Termination.

(d) Upon the occurrence of a Change intf@b followed by the Executive’termination of employment, the Employer will caue
be continued life insurance and n@axable medical and dental coverage substantidéintical to the coverage maintained by the Empldge
Executive prior to his severance. Such coveradepagments shall cease upon the expiration ofytlix (36) months.

(e) Upon the occurrence of a Change int@y Executive shall become fully vested in amditted to all benefits granted to h
pursuant to any stock option plan of the Bank om@any.

® Upon the occurrence of a Change imt@d, Executive shall become fully vested in amditied to all benefits granted to h
pursuant to any non-qualified deferred compensatian of the Bank or Company, applicable to hinanf.

(9) Upon the occurrence of a Change intf@bthe Executive shall become fully vested il @ntitled to all benefits awarded to |
under the Bank’s or the Company’s recognition atdntion plan or any restricted stock plan in dffec

(h) Notwithstanding the preceding parpgesaof this Section 5, in the event that:

0] the aggregate payments or benefits to be made fordafl to Executive under said paragraphs (tlerrhinatior
Benefits”) would be deemed to include an “excessagiaute paymenttinder Section 280G of the Code or any succ
thereto, ant

(ii) if such Termination Benefits were reduced to anam¢the “Non-Triggering Amount”the value of which is one dol

($1.00) less than an amount equal to the total amolupayments permissible under Section 280G ef @ode or ar
successor thereto, then the Termination Benefitetpaid to Executive shall be so reduced so &g @ Nontriggering
Amount.

0] Notwithstanding the foregoing, thevél be no reduction in the compensation otherwpsgable to Executive during any pel
during which Executive is incapable of performirg duties hereunder by reason of temporary diggbili

0] Any payments made to Executive punsua this Agreement or otherwise, are subjectrith eonditioned upon their compliar
with 12 U.S.C. § 1818(k) and any applicable redoiet promulgated thereunder.

k) The Executive shall not be entitledrhmediately receive Payment pursuant to thisi®e& if the Employer is not in compliar
with its minimum capital requirements or if suchyRent would cause the Employercapital to be reduced below its minimum ca
requirements. In such event, Payment shall beefaintil such times as the Employer is in cagitahpliance and provided further, that in <
event the Payment shall not exceed three timeBxbeutive’s Base Salary for the immediately precgdiear.

0] For purposes of Section 5, terminatixd employment shall be construed to require g&sation from Serviceas defined in Coc
Section 409A and the Treasury Regulations prometh#tereunder, provided, however, that the BankEaatutive reasonably anticipate that
level of bona fide services Executive would perfaafter termination would permanently decrease teval that is less than 50% of the avel
level of bona fide services performed (whetherraeraployee or an independent contractor) ovemtimeddiately preceding 36-month period.

6. TERMINATION UPON RETIREMENT, DISABILIT Y, OR DEATH

@) Termination by the Employer of theeEutive based on “Retirement” shall mean termimaiivaccordance with the Employer’
retirement policy or in accordance with any retiestnarrangement established with Execuvednsent with respect to him. Upon terminatic
Executive upon Retirement, no amounts or bendfitdl e due to Executive under the Agreement, axetiive shall be entitled to all bene
under any retirement plan of the Employer and ogitems to which Executive is a party.

(b) “Disability” or “Disabled”shall be construed to comply with Code Section 4@94 shall be deemed to have occurred i
Executive is unable to engage in any substantiafgaactivity by reason of any medically determfa physical or mental impairment that cai
expected to result in death, or last for a contirsuperiod of not less than 12 months; (ii) by reasbany medically determinable physical or me
impairment that can be expected to result in deathlast for continuous period of not less thanri@nths, Executive is receiving inco
replacement benefits for a period of not less tttmae months under an accident and health planriogvemployees of the Employer; or (
Executive is determined to be totally disabled bg Social Security Administration. In the eventeEntive is determined to be Disabled,
Employer may terminate this Agreement, provided tha Employer shall continue to be obligated ty ffee Executive his Base Salary for
year, and provided further that any amounts actymid to Executive pursuant to any disability irsice or other similar such program which
Employer has provided or may provide on behalftefeémployees or pursuant to any worknsaat social security disability program shall
reduce the compensation to be paid to the Execyptiveuant to this paragraph. Any payments requie@under shall be payable in mon
installments and shall commence within thirty (8@ys from the date Executive is determined to tsalbled.

(c) In the event of Executigeteath during the term of the Agreement, his estagal representatives or named beneficiarie
directed by Executive in writing) shall be paid Exive’s Base Salary as defined in Paragraph 3(H#)earate in effect at the time of Executiwe’
death for the remaining term of the Agreement, t#edEmployer will continue to provide medical, tidrand other benefits normally provided
an Executive’s family for such remaining term.

7. TERMINATION FOR CAUSE
The term “Termination for Cause” shall mean terrtiora because of the Executige’personal dishonesty, incompetence, w

misconduct, any breach of fiduciary duty involvipgrsonal profit, intentional failure to performtsig duties, willful violation of any law, rule,
regulation (other than traffic violations or sinmilaffenses) or final cea-anc-desist order, or material breach of any provisibthis Agreement. |



determining incompetence, the acts or omissioni beameasured against standards generally pragaiti the financial services industry.
purposes of this paragraph, no act or failure tooacthe part of Executive shall be considered Ifulil unless done, or omitted to be done, by
Executive not in good faith and without reasondigbef that the Executive’s action or omission wathe best interest of the Employer. Notwith-
standng the foregoing, Executive shall not be deemelawee been Terminated for Cause unless and usti tshall have been delivered to hi
copy of a resolution duly adopted by the affirmatixote of not less than thrésurths of the members of the Boards of Directdrthe Compan
and the Bank at a meeting of said Boards calledhatdi for that purpose (after reasonable noticéxecutive and an opportunity for him, toge
with counsel, to be heard before the Boards), figdihat in the good faith opinion of the Boardsge&ixtive was guilty of conduct justifyil
Termination for Cause and specifying the particuldrereof in detail. The Executive shall not héve right to receive compensation or o
benefits for any period after Termination for Caugeny unexercised stock options granted to Exgeutinder any stock option plan of the B
the Company or any subsidiary or affiliate therebiall become null and void effective upon Exeaitiveceipt of Notice of Termination for Ca
pursuant to Section 8 hereof, and shall not becisadsle by Executive at any time subsequent to $ecmination for Cause.

8. NOTICE

(a) Any purported termination by the Eoydr or by Executive shall be communicated by Not€ Termination to the other pa
hereto. For purposes of this Agreement, a “NaticEermination”shall mean a written notice which shall indicate $pecific termination provisi
in this Agreement relied upon and shall set forthréasonable detail the facts and circumstancésathto provide a basis for terminatior
Executive’'s employment under the provision so iatkd.

(b) “Date of Terminationshall mean the date specified in the Notice of Teaton (which, in the case of a Termination foru€e
shall not be less than thirty (30) days from theedaich Notice of Termination is given).

(©) If, within thirty (30) days after anyotice of Termination is given, the party recetyisuch Notice of Termination notifies
other party that a dispute exists concerning theiteation, except upon the occurrence of a Changgadntrol and voluntary termination by
Executive in which case the Date of Terminationlidha the date specified in the Notice, the Datél efmination shall be the date on which
dispute is finally determined, either by mutualtem agreement of the parties, by a binding atitneaward, or by a final judgment, order or de
of a court of competent jurisdiction (the time fggpeal having expired and no appeal having bedBqted) and provided further that the Dat
Termination shall be extended by a notice of dismutly if such notice is given in good faith and fferty giving such notice pursues the resoli
of such dispute with reasonable diligence. Notstdhding the pendency of any such dispute, the &mwaplwill continue to pay Executive his 1
compensation in effect when the notice giving ts¢he dispute was given (including, but not lirdit®, Base Salary) and continue Executive
participant in all compensation, benefit and inseeaplans in which he was participating when thiécemf dispute was given, until the disput
finally resolved in accordance with this Agreememtvided such dispute is resolved within nine rherdfter the Date of Termination specifie:
the Notice or Termination; notwithstanding the fpyeg no compensation or benefits shall be paidxecutive in the event the Executive
Terminated for Cause. In the event that such Tratitin for Cause is found to have been wrongfubwech dispute is otherwise decidec
Executives favor, the Executive shall be entitled to receilleceompensation and benefits which accrued fotoug period of nine months after
Termination for Cause. If such dispute is not keesib within such ninenonth period, the Employer shall not be obligatgahn final resolution ¢
such dispute, to pay Executive compensation aner gthyments accruing more than nine months fronbtite of the Termination specified in
Notice of Termination. Amounts paid under this t®atare in addition to all other amounts due urtter Agreement and shall not be offset ag;
or reduce any other amounts due under this Agreemen

9. POST-TERMINATION OBLIGATIONS

(a) All payments and benefits to Exearitimmder this Agreement shall be subject to Exeelgtisompliance with paragraph (b) of 1
Section 9 during the term of this Agreement ancofoe (1) full year after the expiration or terminathereof.

(b) Executive shall, upon reasonableaggtiurnish such information and assistance tdB#mgk as may reasonably be required b
Bank in connection with any litigation in whichat any of its subsidiaries or affiliates is, or nt®come, a party.

10. NON-COMPETITION

@) Upon any termination of Executs&mployment hereunder pursuant to Section 4(eadieExecutive agrees not to compete
the Bank and/or the Company for a period of oney€gr following such termination in any city, towan county in which the Bank and/or
Company has an office or has filed an application regulatory approval to establish an office, detred as of the effective date of s
termination, except as agreed to pursuant to dutémo duly adopted by the Board. Executive agtbes during such period and within said cit
towns and counties, Executive shall not work foradvise, consult or otherwise serve with, direatyindirectly, any entity whose busin
materially competes with the depository, lendingptiter business activities of the Bank and/or tben@any. The parties hereto, recognizing
irreparable injury will result to the Bank and/teetCompany, its business and property in the eveBRkecutives breach of this Subsection 1(
agree that in the event of any such breach by Execihe Bank and/or the Company will be entitliedaddition to any other remedies and dam
available, to an injunction to restrain the viadatihereof by Executive, Executigepartners, agents, servants, employers, emple@yekall persor
acting for or with Executive. Nothing herein wile construed as prohibiting the Bank and/or the om from pursuing any other reme
available to the Bank and/or the Company for suelath or threatened breach, including the recooedamages from Executive.

(b) Executive recognizes and acknowledfes the knowledge of the business activities plaghs for business activities of
Employer and affiliates thereof, as it may exisnifrtime to time, is a valuable, special and unigsset of the business of the Employer. Exec
will not, during or after the term of his employntedisclose any knowledge of the past, presentin@d or considered business activities o
Employer or affiliates thereof to any person, fimorporation, or other entity for any reason orpmse whatsoever. Notwithstanding the foregc
Executive may disclose any knowledge of bankingaricial and/or economic principles, concepts oasdehich are not solely and exclusi
derived from the business plans and activitieshef Employer, and Executive may disclose any inféionaregarding the Bank or the Comp
which is otherwise publicly available. In the everf a breach or threatened breach by the Executivihe Provisions of this Section 10,
Employer will be entitled to an injunction restriaig Executive from disclosing, in whole or in patie knowledge of the past, present, plannt
considered business activities of the Employerffiiages thereof, or from rendering any servicesany person, firm, corporation, other entit



whom such knowledge, in whole or in part, has bdisolosed or is threatened to be disclosed. Ngthirein will be construed as prohibiting
Employer from pursuing any other remedies availdabléhe Bank for such breach or threatened breachyding the recovery of damages fr
Executive.

11. SOURCE OF PAYMENTS

All payments provided in this Agreement shall eely paid in cash or check from the general furfdb®Bank. The Company, howe\
guarantees payment and provision of all amountshanefits due hereunder to Executive and, if susbunts and benefits due from the Bank
not timely paid or provided by the Bank, such anteand benefits shall be paid or provided by thenany.

12. EFFECT ON PRIOR AGREEMENTS AND EXISTING BENEFITS PLANS

€) This Agreement contains the entirdaratanding between the parties hereto and sumsrsed/ prior employment agreen
between the Employer or any predecessor of the &mphlnd Executive, except that this Agreement stmtlaffect or operate to reduce any bel
or compensation inuring to the Executive of a kittgewhere provided. No provision of this Agreensdll be interpreted to mean that Exect
is subject to receiving fewer benefits than thosslable to him without reference to this Agreement

(b) In the event that the provisionsha§tAgreement are in conflict with the provisiorfstte Bank’s or the Comparg/'stock optio
plan, nonqualified deferred compensation plan,emognition and retention plan (or any such restictock plan in effect) in which Execut
participates, this Agreement shall govern; provifiather, however, that this Agreement shall nqtessede provisions that specifically rece
prior approval by vote of shareholders of the Comypa

13. NO ATTACHMENT
@) Except as required by law, no rightréceive payments under this Agreement shall lgesuito anticipation, commutatic

alienation, sale, assignment, encumbrance, chplgége, or hypothecation, or to execution, attaaitplevy, or similar process or assignmen
operation of law, and any attempt, voluntary omwiowmtary, to affect any such action shall be nudid, and of no effect.

_ (b) This Agreement shall be binding upamg inure to the benefit of, Executive and the Bygr and their respective successors
assigns.
14. MODIFICATION AND WAIVER
(a) This Agreement may not be modifiedworended except by an instrument in writing sigmgthe parties hereto.
(b) No term or condition of this Agreemestall be deemed to have been waived, nor shatethe any estoppel against

enforcement of any provision of this Agreement,eptdy written instrument of the party charged vgitltch waiver or estoppel. No such wri
waiver shall be deemed a continuing waiver unlgesifically stated therein, and each such waivell shperate only as to the specific tern
condition waived and shall not constitute a waesuch term or condition for the future as to anyother than that specifically waived.

15. REQUIRED PROVISIONS

@) The Employer may terminate the Exeeld employment at any time, but any termination bg fmployer, other th:
Termination for Cause, shall not prejudice Exealtivight to compensation or other benefits undes Adreement. Executive shall not have
right to receive compensation or other benefitsafoy period after Termination for Cause as defineBection 7 hereinabove.

(b) If the Executive is suspended frorficefand/or temporarily prohibited from participadiin the conduct of the Employsraffaire
by a notice served under Section 8(e)(3) (12 U.8821818(e)(3)) or 8(g) (12 U.S.C. § 1818(g)) of fFederal Deposit Insurance Act, as ame
by the Financial Institutions Reform, Recovery &rdorcement Act of 1989, the Employgmbligations under this Agreement shall be suspe
as of the date of service, unless stayed by apptepsroceedings. If the charges in the noticedamissed, the Employer may in its discretio
pay the Executive all or part of the compensatidgthiveld while their Agreement obligations were srsged and (ii) reinstate (in whole or in p
any of the obligations which were suspended.

() If the Executive is removed and/ormpanently prohibited from participating in the caoetlof the Employes affairs by an ord
issued under Section 8(e) (12 U.S.C. 88 1818(eB(gy (12 U.S.C. § 1818(qg)) of the Federal Depbstirance Act, as amended by the Fina
Institutions Reform, Recovery and Enforcement Act@89, all obligations of the Employer under tAigreement shall terminate as of the effec
date of the order, but vested rights of the cotitrggarties shall not be affected.

(d) If the Employer is in default as aefil in Section 3(x) (12 U.S.C. § 1813(x)(1)) of Bexleral Deposit Insurance Act, as ame
by the Financial Institutions Reform, Recovery &@rdorcement Act of 1989, all obligations of the Hayer under this Agreement shall termir
as of the date of default, but this paragraph stalbffect any vested rights of the contractingips.

(e) All obligations of the Employer undbis Agreement shall be terminated, except toetttent determined that continuation of
Agreement is necessary for the continued operatidhe institution, (i) by the Federal Deposit Irsuce Corporation (“FDIC")at the time FDI¢
enters into an agreement to provide assistanceda behalf of the Employer under the authoritytaored in Section 13(c) (12) U.S.C. § 182¢
of the Federal Deposit Insurance Act, as amendethdyinancial Institutions Reform, Recovery andditement Act of 1989; or (i) when t
Employer is determined by the FDIC to be in an fmsa unsound condition. Any rights of the partieat have already vested, however, shal
be affected by such action.



® Notwithstanding anything herein can&l to the contrary, any payments to Executiveth®y Bank, whether pursuant to !
Agreement or otherwise, are subject to and conditioupon their compliance with Section 18(k) of Heeleral Deposit Insurance Act, 12 U.S.
1828(k), and the regulations promulgated thereumd&? C.F.R. Part 359.

16. SEVERABILITY

If, for any reason, any provision of this Agreememtany part of any provision, is held invalidckunvalidity shall not affect any ott
provision of this Agreement or any part of suchvsmn not held so invalid, and each such otherigion and part thereof shall to the full exi
consistent with law continue in full force and etfe

17. HEADINGS FOR REFERENCE ONLY

The headings of sections and paragraphs hereimeigled solely for convenience of reference anallstot control the meaning
interpretation of any of the provisions of this Agment.

18. GOVERNING LAW
This Agreement shall be governed by the laws ofState of New York, but only to the extent not sspded by federal law.
19. ARBITRATION

Any dispute or controversy arising under or in ceetion with this Agreement shall be settled exdlelsi by arbitration in accordance w
the rules of the American Arbitration Associatitren in effect. Judgment may be entered on théraitni's award in any court having jurisdicti
provided, however, that Executive shall be entittedeek specific performance of his right to bé patil the Date of Termination during 1
pendency of any dispute or controversy arising undé connection with this Agreement.

20. PAYMENT OF LEGAL FEES

All reasonable legal fees paid or incurred by Exigeupursuant to any dispute or question of intetgion relating to this Agreement sl
be paid or reimbursed by the Employer, provided tthe dispute or interpretation has been settlef®cutive and the Employer or resolved in
Executive’s favor, and that such reimbursementl skwur no later than two and ohedf months after the end of the calendar year lickv the
dispute is settled or resolved in Executive’s favor

21. INDEMNIFICATION

The Employer shall provide Executive (including hisirs, executors and administrators) with coveragger a standard directorahc
officers’ liability insurance policy at its expense, or iedithereof, shall indemnify Executive (and his sieéxecutors and administrators) to
fullest extent permitted under federal law aga#ibexpenses and liabilities reasonably incurrechioy in connection with or arising out of ¢
action, suit or proceeding in which he may be imed| by reason of his having been a director orceffiof the Employer (whether or not
continues to be a director or officer at the tinfienourring such expenses or liabilities), suchenges and liabilities to include, but not be limite,
judgments, court costs and attorr’ fees and the cost of reasonable settlements (sittbnsents must be approved by the Boards of Qireat
the Employer). If such action, suit or proceedmbrought against Executive in his capacity asffiner or director of the Employer, however, s
indemnification shall not extend to matters as tuclw Executive is finally adjudged to be liable feillful misconduct in the performance of
duties. No Indemnification shall be paid that wbuiolate 12 U.S.C. 1828(k) or any regulations putgated thereunder.

22. SUCCESSOR TO THE EMPLOYER

The Employer shall require any successor or assjgmbether direct or indirect, by purchase, mergensolidation or otherwise, to all
substantially all the business or assets of thekBarthe Company, expressly and unconditionallageume and agree to perform the Emplayer
obligations under this Agreement, in the same maand to the same extent that the Employer woulcegeired to perform if no such succes:
or assignment had taken place.

1

SIGNATURES

IN WITNESS WHEREOF , the Employer has caused this Agreement to beute@@nd its seal to be affixed hereunto by itsy
authorized officer, and Executive has signed tlgse&ment, on the day and date first above written.

PATHFINDER BANK

12/23/08 By: /sl Thomas W. Schneider
Date Thomas W. Seidier

PATHFINDER BANCORP, INC.

12/23/08 By: /sl Thomas W. Schneider
Date Thomas W. Beilder




EXECUTIVE

12/23/08 By: /sl Thomas W. Schneider
Date Thomas W. Betder




PATHFINDER BANCORP, INC.
PATHFINDER BANK

EMPLOYMENT AGREEMENT

This Agreement is made effective as of the”b&ay of December 2008, by and between Pathfindek Bte “Bank”), a New Yorl
chartered stock savings bank, with its principaamstrative office at 214 West First Street, Oswedlew York 131262547, jointly with
Pathfinder Bancorp, Inc, the sole stockholder efBlank, and Edward A. Mervine (the “Executive”).yAreference to “Companytierein shall mez
Pathfinder Bancorp, Inc. or any successor thefaig.reference to “Employertierein shall mean both the Bank and the Compamaypisuccessc
thereto.

WHEREAS, the Executive and Employer entered into an employmegreement dated on the February 9, 2004 (thegihal
Agreement”), pursuant to which the Executive wapleyed as Vice-President and General Counsel oEthployer; and

WHEREAS , Section 409A of the Internal Revenue Code (thedt), effective January 1, 2005, requires deferred cosgéor
arrangements, including those set forth in emplaynagreements, to comply with its provisions anstrietions and limitations on payments
deferred compensation; and

WHEREAS , Code Section 409A and the final regulations idshereunder necessitate changes to the Originaehgent; and
WHEREAS , Executive has agreed to such changes; and

WHEREAS , the parties hereto desire to set forth the tesfrihe revised Agreement and the continuing empkrytmelationship of tt
Employer and Executive.

NOW, THEREFORE , in consideration of the mutual covenants hereintained, and upon the other terms and conditi@nsimafte
provided, the parties hereby agree as follows:

1.POSITION AND RESPONSIBILITIES

During the period of his employment hereunder, EXge agrees to serve as Senior VR@sident and General Counsel of the Bank a
Vice-President and General Counsel of the Company. Bwadid period, Executive also agrees to servdedted, as an officer and director of
Bank, the Company and of any subsidiary or afflliat the Employer. Failure to reelect ExecutivéSasior VicePresident and General Counse
the Bank and the Company without the consent oEttexutive during the term of this Agreement shalistitute a breach of this Agreement.

2.TERMS AND DUTIES

@) The period of Executigeémployment under this Agreement shall begin deeflate first above written and shall continuea
period of thirtysix (36) full calendar months thereafter. Commegoim the first anniversary date of this Agreememg continuing at ea
anniversary date thereafter, the Agreement shawefor an additional year such that the remaini@rgn shall be three (3) years unless wr
notice is provided to Executive, at least ten @&ys and not more than thirty (30) days prior t@ such anniversary date, that his employment
cease at the end of thirty-six (36) months follagvBuch anniversary date. Prior to each notice gddononfenewal, the disinterested member
the Board of Directors of the Bank (“Boardi)ill conduct a comprehensive performance evaluasiod review of the Executive for purpose
determining whether to extend the Agreement, aaddbults thereof shall be included in the minofabe Board’s meeting,

(b) During the period of his employmertdunder, except for periods of absence occasiopdthess, reasonable vacation peri
and reasonable leaves of absence, Executive shaitelsubstantially all his business time, attentskill, and efforts to the faithful performanck
his duties hereunder including activities and smwirelated to the legal needs of the Employeriged however that Executive hold any office
positions in, companies or organizations, whicksuoh Boards judgment, will not present any conflict of intetrvith the Bank, or materially affe
the performance of Executive'duties pursuant to this Agreement. Moreover, BRecutive may continue to practice law indepengeafl his
employment provided (1) said practice does notimelit require in excess of 10 hours per week ofekecutives time and (2) does not prese
conflict of interest to the Bank unless said canfis waived by the Bank or Employer.

3.COMPENSATION AND REIMBURSEMENT

(a) The compensation specified underAlgissement shall constitute the salary and bengéiid for the duties described in Section 2
(b). The Bank shall pay Executive as compensatisalary of not less than $137,000 per year (“Baaar§’). Such Base Salary shall be pay:
biweekly. During the period of this Agreement, Extdee’s Base Salary shall be reviewed at least annu8ilich review shall be conducted t
Committee designated by the Board, and the Boardintaease Executive’s Base Salary. In additiothtoBase Salary provided in this Section 3
(a), the Bank shall provide Executive at no codExecutive with all such other benefits as are joled uniformly to permanent futlme employee
of the Bank.

(b) The Bank will provide Executive wimployee benefit plans, arrangements and pergiisitbstantially equivalent to those
which Executive was participating or otherwise dieg benefit from immediately prior to the begingiaf the term of this Agreement, and the B
will not, without Executives prior written consent, make any changes in suahsp arrangements or perquisites which would adheraffec
Executives rights or benefits thereunder. Without limititg tgenerality of the foregoing provisions of thigSection (b), Executive will be entit|
to participate in or receive benefits under any leyg®e benefit plans including, but not limited tetirement plans, supplemental retirement p
pension plans, profit-sharing plans, health-andident plans, medical coverage or any other eyppl®enefit plan or arrangement made avai
by the Bank in the future to its senior executigad key management employees, subject to and asis tonsistent with the terms, conditions
overall administration of such plans and arrangamdixecutive will be entitled to incentive compatisn and bonuses as provided in any ple



the Bank in which Executive is eligible to partiaip. Nothing paid to the Executive under any sdah pr arrangement will be deeme:
be in lieu of other compensation to which the Exieeus entitled under this Agreement.

(c) In addition to the Base Salary preddor by paragraph (a) of this Section 3, the By shall pay or reimburse Executive
all reasonable travel and other reasonable expénsesed by Executive performing his obligationgdar this Agreement and may provide ¢
additional compensation in such form and such anscasthe Board may from time to time determine.

(d) Compensation and reimbursement tpaie pursuant to paragraphs (a), (b) and (c) sf$eiction 3 shall be paid by the Bank
the Company, respectively, on a pro rata basisthagen the amount of service the Executive deuvotéise Bank and Company, respectively.
4, PAYMENTS TO EXECUTIVE UPON AN EVENT OF TERMINATION

(a) The provisions of this Section shatiply upon the occurrence of an Event of Termimaijas herein defined) during -

Executive’s term of employment under this Agreemést used in this Agreement, an “Event of Termimatishall mean and include any one
more of the following:

(i) the termination by the Bank or the Company réé&utive’s full-time employment hereunder for aegson other than:

(A) Disability or Retirement as definedSection 6 below,
(B) a Change in Control, as defined iot®a 5(a) hereof, or
©) Termination for Cause as definedeécti®n 7 hereof; or

(i) Executive’s resignation from the Bank’s oet@ompany’s employ, upon any:
(A) failure to elect or reelect or to appoint or reapp&xecutive as Vic-President and General Coun

(B) material change in Executive’s function, duties, responsibilities, which change would cause Exegetldi
position to become one of lesser responsibilitypantance, or scope from the position and attribtibeseo
described in Section 1, abo

© a relocation of Executive’principal place of employment by more than 3@®mitom its location at the effect
date of this Agreement, or a material reductiothim benefits and perquisites to the Executive fthase bein
provided as of the effective date of this Agreem

(D) liquidation or dissolution of the Bank or Comparther than liquidations or dissolutions that aresealib
reorganizations that do not affect the status @&fdgtive, ol

(E) breach of this Agreement by the Bank.

Upon the occurrence of any event described inselauii)(A), (B). (C), (D), or (E), above, Execwishall have the right to elect
terminate his employment under this Agreement Bigreation upon thirty (30) days prior written netigiven within a reasonable period of time
to exceed ninety (90) days after the initial evgiming rise to said right to elect. Notwithstanditig preceding sentence, in the event of a comi
breach of this Agreement by the Employer, the Etteepafter giving due notice within the prescriltéde frame of an initial event specified abc
shall not waive any of his rights solely under thigreement and this Section 4 by virtue of the that Executive has submitted his resignatior
has remained in the employment of the Employeriamthgaged in good faith discussions to resolveaaeyrrence of an event described in cla
(A), (B), (C), (D), and (E) above. The Bank sHadlve at least thirty (30) days to remedy any caoiset forth in clause (ii)(A) through (I
provided, however, that the Employer shall be letito waive such period and make an immediate payimereunder.

(b) Upon the occurrence of an Event offieation, on the Date of Termination, as definedSection 8, the Employer shall |
Executive, or, in the event of his subsequent ddathbeneficiary or beneficiaries, or his estatethe case may be, as severance pay or liqu
damages, or both, a sum equal to three (3) timesuim of (i) Base Salary and (ii) the highest cftbonus awarded to the Executive during
prior three years, provided, however, that if trepgioyer is not in compliance with its minimum capitequirements or if such payments wc
cause the Employes’capital to be reduced below its minimum capiguirements, such payments shall be deferredsumfi time as the Employ
is in capital compliance. All amounts payable t@é&utive shall be paid in a lump sum within thig®0) days following the Date of Termination
if Executive is a Specified Employee (within theanig of Treasury Regulations §1.4094})), then to the extent necessary to avoid past
under Code Section 409A, such payment will be mawl¢he first business day of the seventh monttofalg the Date of Termination. St
payments shall not be reduced in the event theixecobtains other employment following terminatiof employment.

(c) Notwithstanding the provisions of 8aes 4(a) and (b), and in the event that thereneadeen a Change in Control as define
Section 5(a) nor an Event of Termination, as defiimeSection 4(a), upon the voluntary terminatigntiie Executive upon giving sixty days no
to the Employer (which itself shall not be deemeddnstitute an “Event of Termination$ defined), the Employer, at the discretion ofBbard o
Directors, shall pay Executive, or in the evenhisf subsequent death, his beneficiary or beneigsaor his estate, as the case may be, a sev
payment in an amount to be determined by the Bo&mirectors at the time of such voluntary termioatby the Executive. Such severa
payment shall not exceed three (3) times the aveshghe three preceding yeaBase Salary, including bonuses and any other aasipensatio
paid to the Executive during such years, and theusatnof any benefits received pursuant to any eygadenefit plans, on behalf of the Execu
maintained by the Employer during such years; pledj however that if the Employer is not in compliance with ihinimum capital requiremel
or if such payments would cause the Emplayegpital to be reduced below its minimum capiagluirements, such payments shall be deferrec
such time as the Employer is in capital compliaaee provided further, that in no event shall taglerance compensation from all sources e:
three times the Executi’'s Base Salary for the immediately preceding yédlramounts payable to Executive shall be paid inrap sum withii




thirty (30) days following the Date of Terminatioor, if Executive is a Specified Employee (withiretmeaning of Treasury Regulati
8§1.409A4(i)), then to the extent necessary to avoid persiinder Code Section 409A, such payment will beleron the first business day of
seventh month following the Date of Terminatioruc® payments shall not be reduced in the eventEtterutive obtains other employm
following termination of employment.

(d) Upon the occurrence of an Event affiieation, the Employer will cause to be continliélinsurance and notaxable medici
and dental coverage substantially identical todtreerage maintained by the Employer for Executikiergo his termination, provided that st
benefits shall not be provided in the event thegulth constitute an unsafe or unsound banking m@gatlating to executive compensation
employment contracts pursuant to applicable refguiat as is now or hereafter in effect. Such cayershall cease upon the expiration of
remaining term of this Agreement.

(e) Upon the occurrence of an Event ahliration, Executive shall become fully vested i &ntitled to all benefits granted to |
pursuant to any stock option plan of the Bank om@any.

) Upon the occurrence of an Event offilieation, Executive shall become fully vested i @ntitled to all benefits granted to |
pursuant to any nonqualified deferred compensatian of the Bank or Company applicable to himniy.a

(9) Upon the occurrence of an Event afiieation, the Executive shall become fully vestednd entitled to all benefits awardet
him under the Bank’s or the Company’s recognitiod eetention plan or any restricted stock planfiac.

(h) For purposes of Section 4, Event efriination and voluntary termination of employmehtll be construed to require
“Separation from Serviceds defined in Code Section 409A and the TreasuguR#ons promulgated thereunder, provided, howethet the Ban
and Executive reasonably anticipate that the lef/élona fide services Executive would perform afégmination would permanently decrease
level that is less than 50% of the average levebasfa fide services performed (whether as an emplay an independent contractor) ovel
immediately preceding 36-month period.

5.CHANGE IN CONTROL

(a) No benefit shall be payable undes ®éction 5 unless there shall have been a Chan@eritrol of the Bank or Company. |
purposes of this Agreement, a “Change in Contobithe Bank or Company shall mean a change in abafra nature that (i) would be requirec
be reported in response to Item 5.01 of the cumepbrt on Form 8, as in effect on the date hereof, pursuant tai®@ed3 or 15(d) of th
Securities Exchange Act of 1934 (the “Exchange Adf (ii) results in a Change in Control of the Bastkkhe Company within the meaning of
Home Owners Loan Act, as amended, and applicalde eind regulations promulgated thereunder, affénteat the time of the Change in Con
(collectively, the “HOLA"): or (iii) without limitdion such a Change in Control shall be deemedte bacurred at such time as (a) any “persas” (
the term is used in Sections 13(d) and 14(d) ofkehange Act) is or becomes the “beneficial owrfas’defined in Rule 138-under the Exchan
Act), directly or indirectly, of securities of theompany representing 25% or more of the combingthggower of Companyg outstandin
securities except for any securities purchasedheyBmployers employee stock ownership plan or trust; or (lgviduals who constitute tl
Company’s Board of Directors on the date hereda {thcumbent Board”fease for any reason to constitute at least a ityajbereof, provided th
any person becoming a director subsequent to ttee ldereof whose election was approved by a votat déast threguarters of the directc
comprising the Incumbent Board, or whose nominafion election by the Company’stockholders was approved by the same Nomir
Committee serving under an Incumbent Board, staliftr purposes of this clause (b), considerechasgh he were a member of the Incum
Board; or (c) a plan of reorganization, merger, stdidation, sale of all or substantially all theseis of the Bank or the Company or sin
transaction in which the Bank or Company is notghesiving institution occurs; or (d) a proxy staent soliciting proxies from stockholders of
Company, by someone other than the current manageofiche Company, seeking stockholder approvah @lan of reorganization, merger
consolidation of the Company or similar transactidth one or more corporations or financial ingtas, and as a result such proxy solicitati
plan of reorganization, merger consolidation orilsimtransaction involving the Company is approumdthe requisite vote of the Compasy’
stockholders; or (e) a tender offer is made for 25%mnore of the voting securities of the Compang tre shareholders owning beneficially o
record 25% or more of the outstanding securitiethefCompany have tendered or offered to sell $t@res pursuant to such tender offer and
tendered shares have been accepted by the teffielar oNotwithstanding anything to the contrarydier a “Change in ControbSf the Bank or th
Company shall not be deemed to have occurred iavbet of a conversion of Pathfinder Bancorp, MidGtbck holding company form.

(b) If any of the events described int®ec5(a) hereof constituting a Change in Contalénoccurred, Executive shall be entitle
the benefits provided in paragraphs (c), (d), ®),g) and (h) of this Section 5 upon his subsaduermination of employment at any time du
the term of this Agreement, regardless of whethehdermination results from (i) his resignationigrhis dismissal upon the Change in Control.

(c) Upon the occurrence of a Change imtb followed by the Executive’termination of employment, the Employer shall
Executive, or in the event of his subsequent ddathbeneficiary or beneficiaries, or his estatethe case may be, as severance pay or liqu
damages, or both, a sum equal to the greater gbdiments due for the remaining term of the Agrednoe 2.99 times the average of the
preceding yearsBase Salary, including bonuses and any other castpensation paid to the Executive during such yeard the amount of a
contributions made to any employee benefit plandyehalf of the Executive, maintained by the Emelayuring such years, (hereinafter referre
as “Payment”).Such Payment shall be payable to Executive in glsam within thirty (30) days following the Date Bérmination, or if Executi\
is a Specified Employee (within the meaning of Breg Regulations §1.409A()), then to the extent necessary to avoid pasalinder Coc
Section 409A, such Payment will be made on th¢ biusiness day of the seventh month following tlagel»f Termination.

(d) Upon the occurrence of a Change intt@b followed by the Executive’termination of employment, the Employer will caue
be continued life insurance and n@xable medical and dental coverage substantidéintical to the coverage maintained by the Empldge
Executive prior to his severance. Such coveragepagthents shall cease upon the expiration of tsirty(36) months.

(e) Upon the occurrence of a Change intoy Executive shall become fully vested in amditeed to all benefits granted to h
pursuant to any stock option plan of the Bank om@any.



® Upon the occurrence of a Change imt@d, Executive shall become fully vested in amditied to all benefits granted to h
pursuant to any non-qualified deferred compensatian of the Bank or Company, applicable to hingnif.

(9) Upon the occurrence of a Change intfh the Executive shall become fully vestedma &ntitled to all benefits awarded to |
under the Bank’s or the Company’s Recognition aateRtion Plan or any restricted stock plan in éffec

(h) Notwithstanding the preceding parpbsaof this Section 5, in the event that:

0] the aggregate payments or benefits to be made fordafl to Executive under said paragraphs (tfierrhinatior
Benefits”) would be deemed to include an “excesagaute paymentiinder Section 280G of the Internal Revenue ¢
or any successor thereto, ¢

(ii) if such Termination Benefits were reduced to anam¢the “Non-Triggering Amount”)the value of which is one dol
($1.00) less than an amount equal to the total amofi payments permissible under Section 280G ef Ititerna
Revenue Code or any successor thereto, then tineirfation Benefits to be paid to Executive shalsbeeduced so as
be a No-Triggering Amount

0] Notwithstanding the foregoing, theviél be no reduction in the Payment otherwise pgab Executive during any period dur
which Executive is incapable of performing his dathereunder by reason of temporary disability.

0] Any payments made to Executive by Bank pursuant to this Agreement or otherwise,saitgect to and conditioned upon ti
compliance with 12 U.S.C. § 1818(k) and any applieaegulations promulgated thereunder.

(K) The Executive shall not be entitledrhimediately receive Payment pursuant to thisi®e& if the Employer is not in compliar
with its minimum capital requirements or if suchyRPeent would cause the Employgrcapital to be reduced below its minimum ca
requirements. In such event, Payment shall be mefemtil such times as the Employer is in cagitahpliance and provided further, that in s
event the Payment shall not exceed three timeBxbeutive’s Base Salary for the immediately precgdiear.

0] For purposes of Section 5, terminatid employment shall be construed to require p&sation from Serviceas defined in Coc
Section 409A and the Treasury Regulations prometygtereunder, provided, however, that the BankEamatutive reasonably anticipate that
level of bona fide services Executive would perfafter termination would permanently decrease teval that is less than 50% of the avel
level of bona fide services performed (whetherrasraployee or an independent contractor) overmtimeddiately preceding 36-month period.

6. TERMINATION UPON RETIREMENT, DISABILITY, OR DEATH

@) Termination by the Employer of theeEutive based on “Retirement” shall mean termimaiioaccordance with the Employer’
retirement policy or in accordance with any retiesinarrangement established with Execuivednsent with respect to him. Upon terminatic
Executive upon Retirement, no amounts or bendifigdl e due to Executive under this Agreement, EExetutive shall be entitled to all benefits
which he is eligible under any retirement planha& Employer and other plans to which Executivepsudy.

(b) “Disability” or “Disabled”shall be construed to comply with Code Section 4@94 shall be deemed to have occurred i
Executive is unable to engage in any substantiafgaactivity by reason of any medically determfa physical or mental impairment that cai
expected to result in death, or last for a contirsuperiod of not less than 12 months; (ii) by reasoany medically determinable physical or me
impairment that can be expected to result in deathlast for continuous period of not less thanri@nths, Executive is receiving inco
replacement benefits for a period of not less tttemae months under an accident and health planriogvemployees of the Employer; or (
Executive is determined to be totally disabled liy $ocial Security Administration. In the everd fExecutive is determined to be “Disablethé
Employer may terminate this Agreement, provided the Employer shall continue to be obligated tg {pee Executive his Base Salary for one
and provided further that any amounts actually gaidxecutive pursuant to any disability insurameeother similar such program which
Employer has provided or may provide on behalftefeémployees or pursuant to any worknsaat social security disability program shall
reduce the compensation to be paid to the Execuptiveuant to this paragraph. Any payments requi@under shall be payable in mon
installments and shall commence within thirty (8@ys from the date Executive is determined to tsalbled.

(c) In the event of Executigeteath during the term of the Agreement, his estagal representatives or named beneficiarie
directed by Executive in writing) shall be paid Extve’s Base Salary as defined in Paragraph 3(diearate in effect at the time Executiveleat!
in accordance with regular payroll practices far temaining term of the Agreement, and the Empleyiircontinue to provide medical, den
and other benefits normally provided for an Exaaisi family for such remaining term.

7.TERMINATION FOR CAUSE

The term “Termination for Cause” shall mean terrtiora because of the Executige’personal dishonesty, incompetence, w
misconduct, any breach of fiduciary duty involvipgrsonal profit, intentional failure to performtsiz duties, willful violation of any law, rule,
regulation (other than traffic violations or similaffenses) or final cease-anésist order, or material breach of any provisibthis Agreement. |
determining incompetence, the acts or omission8 bhameasured against standards generally pragaiifi the savings institutions industry.
purposes of this paragraph, no act or failure tooacthe part of Executive shall be considered Ifulil unless done, or omitted to be done, by
Executive not in good faith and without reasonalbddief that the Executive’ action or omission was in the best interest ef Bmployel
Notwithstanding the foregoing, Executive shall hetdeemed to have been Terminated for Cause waméssntil there shall have been delivere
him a copy of a resolution duly adopted by theraféitive vote of not less than thrémirths of the members of the Boards of Directdrshe
Company and the Bank at a meeting of said Boartlsdcand held for that purpose (after reasonabte@do Executive and an opportunity for h
together with counsel, to be heard before the Bx)didding that in the good faith opinion of thedds, Executive was guilty of conduct justify



Termination for Cause and specifying the particildnereof in detail. The Executive shall not have tight to receive compensatior
other benefits for any period after Termination @ause. Any unexercised stock options granted &rie under any stock option plan of
Bank, the Company or any subsidiary or affiliaterdof, shall become null and void effective uporérive's receipt of Notice of Termination |
Cause pursuant to Section 8 hereof, and shalleekbrcisable by Executive at any time subseqoesuth Termination for Cause.

8. NOTICE

@) Any purported termination by the Eoygr or by Executive shall be communicated by Noti€ Termination to the other pa
hereto. For purposes of this Agreement, a “NoticEesmination”shall mean a written notice which shall indicate $ipecific termination provisit
in this Agreement relied upon and shall set forthréasonable detail the facts and circumstancésathto provide a basis for terminatior
Executive’'s employment under the provision so iatkd.

(b) “Date of TerminationShall mean the date specified in the Notice of Teation (which, in the case of a Termination fou€e
shall not be less than thirty (30) days from theedaich Notice of Termination is given).

(©) If, within thirty (30) days after anyotice of Termination is given, the party recetyisuch Notice of Termination notifies
other party that a disputxists concerning the termination, except upondtmurrence of a Change in Control and voluntargnieation by th
Executive in which case the Date of Terminationlishe the date specified in the Notice, the Datél'efmination shall be the date on which
dispute is finally determined, either by mutualtem agreement of the parties, by a binding atitneaward, or by a final judgment, order or de
of a court of competent jurisdiction (the time fggpeal having expired and no appeal having bedBqted) and provided further that the Dat
Termination shall be extended by a notice of dismutly if such notice is given in good faith and ffarty giving such notice pursues the resoli
of such dispute with reasonable diligence. Notwéthding the pendency of any such dispute, the Eyaplwill continue to pay Executive his f
compensation in effect when the notice giving ts¢he dispute was given (including, but not lirdit®, Base Salary) and continue Executive
participant in all compensation, benefit and insgeaplans in which he was participating when thiécemf dispute was given, until the disput
finally resolved in accordance with this Agreememtvided such dispute is resolved within nine rherdfter the Date of Termination specifie:
the Notice or Termination; notwithstanding the fpseg no compensation or benefits shall be paidxecutive in the event the Executive
Terminated for Cause. In the event that such Teatimin for Cause is found to have been wrongful wechsdispute is otherwise decidec
Executives favor, the Executive shall be entitled to receillfeeompensation and benefits which accrued fotou period of nine months after
Termination of Cause. If such dispute is not restlwithin such ninenonth period, the Employer shall not be obligatgzhn final resolution ¢
such dispute, to pay Executive compensation aner gthyments accruing more than nine months fronbtite of the Termination specified in
Notice of Termination. Amounts paid under thist®etare in addition to all other amounts due urtter Agreement and shall not be offset ag;
or reduce any other amounts due under this Agreemen

9. POST-TERMINATION OBLIGATIONS

(a) All payments and benefits to Exearitimder this Agreement shall be subject to Exeelgtisompliance with paragraph (b) of 1
Section 9 during the term of this Agreement ancofoe (1) full year after the expiration or terminathereof.

(b) Executive shall, upon reasonableaaotfiurnish such information and assistance tdBtmgk as may be reasonably be require
the Bank in connection with any litigation in whiithor any of its subsidiaries or affiliates is,rany become, a party.

10 NON-COMPETITION

@) Upon any termination of Executy&mployment hereunder pursuant to Section 4(eadeExecutive agrees not to compete
the Bank and/or the Company for a period of oney€gr following such termination in any city, towan county in which the Bank and/or
Company has an office or has filed an application regulatory approval to establish an office, detred as of the effective date of s
termination, except as agreed to pursuant to dutémo duly adopted by the Board. Executive agtbes during such period and within said cit
towns and counties, Executive shall not work foradwvise, consult or otherwise serve with, diredtyindirectly, any entity whose busin
materially competes with the depository, lendingotiter business activities of the Bank and/or ten@any. The parties hereto, recognizing
irreparable injury will result to the Bank and/tetCompany, its business and property in the eveBRkecutives breach of this Subsection 1(
agree that in the event of any such breach by Execihe Bank and/or the Company will be entitliedaddition to any other remedies and dam
available, to an injunction to restrain the viadatihereof by Executive, Executigepartners, agents, servants, employers, empl@yekall persor
acting for or with Executive. Nothing herein wile construed as prohibiting the Bank and/or the @omwm from pursuing any other reme
available to the Bank and/or the Company for suelath or threatened breach, including the recovedamages from Executive.

(b) Executive recognizes and acknowledfes the knowledge of the business activities plaghs for business activities of
Employer and affiliates thereof, as it may exishirtime to time, is a valuable, special and unigs®et of the business of the Employer. Exec
will not, during or after the term of his employntedisclose any knowledge of the past, preseningd or considered business activities o
Employer or affiliates thereof to any person, fimorporation, or other entity for any reason ormpmse whatsoever. Notwithstanding the foregc
Executive may disclose any knowledge of bankingarfcial and/or economic principles, concepts oasdehich are not solely and exclusi
derived from the business plans and activitieshef Employer, and Executive may disclose any inféionaregarding the Bank or the Comp
which is otherwise publicly available. In the everfita breach or threatened breach by the Execwtivibe Provisions of this Section 10,
Employer will be entitled to an injunction restriaig Executive from disclosing, in whole or in pathie knowledge of the past, present, plannt
considered business activities of the Employerffiiages thereof, or from rendering any servicesany person, firm, corporation, other entit
whom such knowledge, in whole or in part, has bdisolosed or is threatened to be disclosed. Nothargin will he construed as prohibiting
Employer from pursuing any other remedies availdabléhe Bank for such breach or threatened breachyding the recovery of damages fr
Executive.



11. SOURCE OF PAYMENTS

All payments provided in this Agreement shall eeiy paid in cash or check from the general furfdb® Bank. The Company, howe\
guarantees payment and provision of all amountsbanefits due hereunder to Executive and, if sumbuats and benefits due from the Bank
not timely paid or provided by the Bank, such anteand benefits shall be paid or provided by then@any.

12. EFFECT ON PRIOR AGREEMENTS AND EXISTING BENEFITS PL ANS

@) This Agreement contains the entirdaratanding between the parties hereto and sumsrset/ prior employment agreen
between the Employer or any predecessor of the &rapknd Executive, except that this Agreement sialaffect or operate to reduce any bei
or compensation inuring to the Executive of a kétekwhere provided. No provision of this Agreensdrdll be interpreted to mean that Executi
subject to receiving fewer benefits than thoselalsbd to him without reference to this Agreement.

(b) In the event that the provisionstagtAgreement are in conflict with the provisiorfglee Bank’s or the Comparg/’stock optio
plan, nonqualified deferred compensation plan,emognition and retention plan (or any such restticitock plan in effect) in which Execut
participates, this Agreement shall govern; proviflether, however, that this Agreement shall nqiesuede provisions that specifically recei
prior approval by vote of shareholders of the Comypa

13. NO ATTACHMENT

€) Except as required by law, no rightréceive payments under this Agreement shall lsesuto anticipation, commutatic
alienation, sale, assignment, encumbrance, chplggge, or hypothecation, or to execution, attacitmevy, or similar process or assignmen
operation of law, and any attempt, voluntary omiowmtary, to affect any such action shall he nedid, and of no effect.

(b) This Agreement shall be binding upamg inure to the benefit of, Executive and the iygr and their respective successors
assigns.

14. MODIFICATION AND WAIVER
(a) This Agreement may not be modifiedworended except by an instrument in writing sigmgthe parties hereto.

(b) No term or condition of this Agreemestall be deemed to have been waived, nor shatethe any estoppel against
enforcement of any provision of this Agreement,eptdy written instrument of the party charged vgitltch waiver or estoppel. No such wri
waiver shall be deemed a continuing waiver unlgesifically stated therein, and each such waivell shperate only as to the specific tern
condition waived and shall not constitute a wafesuch term or condition for the future as to anyother than that specifically waived.

15. REQUIRED PROVISIONS

€) The Employer may terminate the Exgeld employment at any time, but any termination bg Bmployer, other th:
Termination for Cause, shall not prejudice Exealtivight to compensation or other benefits undes Adreement. Executive shall not have
right to receive compensation or other benefitsafoy period after Termination for Cause as defingBection 7 hereinabove.

(b) If the Executive is suspended frorficefand/or temporarily prohibited from participadiin the conduct of the Employsraffaire
by a notice served under Section 8(e)(3) (12 U.81818(e)(3)) or 8(g) (12 U.S.C. §1818(g)) of trezl€ral Deposit Insurance Act, as amende
the Financial Institutions Reform, Recovery anddecément Act of 1989, or if the Executive is sugfmhfrom the practice of law the Employer’
obligations under this Agreement shall be suspeideof the date of service, unless stayed by appteproceedings. If the charges in the n
are dismissed, or if the ExecutigeSuspension to practice is reversed, the Employggr in its discretion (i) pay the Executive all mart of the
compensation withheld while their Agreement obligas were suspended and (ii) reinstate (in wholaqurart) any of the obligations which w
suspended.

(c) If the Executive is removed and/ormpanently prohibited from participating in the cotlof the Employes affairs by an ord
issued under Section 8(c) (12 U.S.C. § 1818(ep(gy (12 U.S.C. § 1818(qg)) of the Federal Depassutance Act, as amended by the Fina
Institutions Reform Recovery and Enforcement AcL®889, or if the Executive is disbarred from thaqpice of law, all obligations of the Emplo
under this Agreement shall terminate as of thecéffe date of the order, but vested rights of thetiacting parties shall not be affected.

(d) If the Employer is in default as aefil in Section 3(x) (12 U.S.C. § 1813(x)(1)) of Bezleral Deposit Insurance Act, as ame
by the Financial Institutions Reform, Recovery, &rdorcement Act of 1989, all obligations of the oyer under this Agreement shall termir
as of the date of default, but this paragraph statlkffect any vested rights of the contractingips.

(e) All obligations of the Employer undbis Agreement shall be terminated, except toetttent determined that continuation of
Agreement is necessary for the continued operatidhe institution, (i) by the Federal Deposit Irmoce Corporation (“FDIC™)at the time FDI(
enters into an agreement to provide assistance @aa behalf of the Employer under the authoritytaored in Section 13(c) (12) U.S.C. 81823
of the Federal Deposit Insurance Act, as amendethdyrinancial Institutions Reform, Recovery andoirement Act of 1989; or (ii) when t
Employer is determined by the FDIC to be in an tssa unsound condition. Any rights of the partieat have already vested, however, shal
be affected by such action.

0] Notwithstanding anything herein cdn&d to the contrary, any payments to Executiveth®sy Bank, whether pursuant to !
Agreement or otherwise, are subject to and conditioupon their compliance with Section 18(k) of Heeleral Deposit Insurance Act, 12 U.S.



1828(k), and the regulations promulgated thereumd&® C.F.R. Part 359.
16. SEVERABILITY

If, for any reason, any provision of this Agreemeantany part of any provision, is held invalidcbunvalidity shall not affect any ott
provision of this Agreement or any part of suchvsmn not held so invalid, and each such othewigion and part thereof shall to the full exi
consistent with law continue in full force and effe

17. HEADINGS FOR REFERENCE ONLY

The headings of sections and paragraphs hereimegled solely for convenience of reference anallstot control the meaning
interpretation of any of the provisions of this Agment.

18. GOVERNING LAW
This Agreement shall be governed by the laws oSta¢e of New York, but only to the extent not sspded by federal law.
19. A RBITRATION

Any dispute or controversy arising under or in oaction with this Agreement shall be settled exdlelsi by arbitration in accordance w
the rules of the American Arbitration Associatitren in effect. Judgment may be entered on theratbits award in any court having jurisdictis
provided, however, that Executive shall be entitiedseek specific performance of his right to be patil the Date of Termination during 1
pendency of any dispute or controversy arising undé connection with this Agreement.

20. PAYMENT OF LEGAL FEES

All reasonable legal fees paid or incurred by Exigeupursuant to any dispute or question of intetgtion relating to this Agreement sl
be paid or reimbursed by the Employer, provided tthe dispute or interpretation has been settlefscutive and the Employer or resolved in
Executive’s favor, and that such reimbursementl si@ur no later than two and ohelf months after the calendar year in which thepdie i
settled or resolved in Executive’s favor.

21. INDEMNIFICATION

The Employer shall provide Executive (including hisirs, executors and administrators) with coveragger a standard directoraic
officers’ liability insurance policy at its expense, or iadithereof, shall indemnify Executive (and his $ie@xecutors and administrators) to
fullest extent permitted under federal law agasibexpenses and liabilities reasonably incurrechloy in connection with or arising out of ¢
action, suit or proceeding in which he may be imedl by reason of his having been an officer ofEheloyer (whether or not he continues to b
officer at the time of incurring such expensesiatilities), such expenses and liabilities to imgubut not be limited to, judgments, court cosid
attorneysfees and the cost of reasonable settlements (stiddnsents must be approved by the Boards of Qirsaf the Employer). If such actit
suit or proceeding is brought against Executivénigrcapacity as an officer of the Employer, howgweich indemnification shall not extenc
matters as to which Executive is finally adjudgede liable for willful misconduct in the perform@nof his duties. No Indemnification shall
paid that would violate 12 U.S.C. §1828(k) or aegulations promulgated thereunder.

22. SUCCESSOR TO THE EMPLOYER

The Employer shall require any successor or assjgmbether direct or indirect, by purchase, mergensolidation or otherwise, to all,
substantially all, the business or assets of thekBa the Company, expressly and unconditionallpgsume and agree to perform the Emplayer’
obligations under this Agreement, in the same maand to the same extent that the Employer woulcegeired to perform if no such succes:
or assignment had taken place.

SIGNATURES

IN WITNESS WHEREOF, the Employer has caused thiseAment to be executed and its seal to be affireeumto by its duly authoriz
officer, and Executive has signed this Agreemertherday and date first above written.

PATHFINDER BANK

12/23/08 /s Thomas W. Schneid

Date Thomas W. Schneider
President and CE

PATHFINDER BANCORP, INC



12/23/08 /s/ Thomas W. Schneid

Date Thomas W. Schneider
President and CE
EXECUTIVE

12/23/08 By:/s/ Edward A. Mervine

Date

Edward A. Mervine



PATHFINDER BANCORP, INC.
PATHFINDER BANK
CHANGE IN CONTROL AGREEMENT

This Agreement is made effective as of the Jan@a3007, by and between Pathfinder Bank (the "Bprk'New York chartered sto
savings bank, with its principal administrativeioéf at 214 West First Street, Oswego, New York 834247, jointly with Pathfinder Bancorp, li
the sole stockholder of the Bank, and Ronald Tadeafthe "Executive"). Any reference to "Compatmgrein shall mean Pathfinder Bancorp,
or any successor thereto. Any reference to "Empldyerein shall mean both the Bank and the Comparany successors thereto.

WHEREAS , the Employer and Executive entered into a chamgentrol agreement; and

WHEREAS , Section 409A of the Internal Revenue Code (“Codeffective January 1, 2005, requires deferred corsguesr
arrangements, including those set forth in changmntrol agreements, to comply with its provisiansl restrictions and limitations on paymen
deferred compensation; and

WHEREAS , Code Section 409A and the final regulations idsthereunder in April of 2007 necessitate changesatd change in cont
agreement; and

WHEREAS , Executive has agreed to such changes; and

WHEREAS , the Employer believes it is in the best interéstenter into a revised change in control agreerftbe “Agreement”)in order tc
provide Executive with certain benefits in the éveha Change in Control of the Employer, as hesgdter defined, and incorporate the chai
required by the new tax laws.

NOW, THEREFORE , in consideration of the mutual covenants hereintained, and upon the other terms and conditi@nsimafte
provided, the parties hereby agree as follows:

1. CHANGE IN CONTROL DEFINED

For purposes of this Agreement, a "Change in Cntfathe Bank or Company shall mean a Change intf@b of a nature that (i) wou
be required to be reported in response to Item &f@he current report on Formkg-as in effect on the date hereof, pursuant tdi&ed 3 or 15(d
of the Securities Exchange Act of 1934 (the "ExgjeAct"); or (ii) results in a Change in Controltbe Bank or the Company within the meai
of the Home Owners Loan Act, as amended, and aipdicules and regulations promulgated there uradein effect at the time of the Chang
Control (collectively, the “HOLA");or (iii) without limitation such a Change in Conthall be deemed to have occurred at such tim@)aan)
"person” (as the term is used in Sections 13(d)1a{d) of the Exchange Act) is or becomes the "fieilakowner" (as defined in Rule 13Rlunde
the Exchange Act), directly or indirectly, of seities of the Company representing 25% or more ef ¢bmbined voting power of Compar
outstanding securities except for any securitiexchmsed by the Employsr'employee stock ownership plan or trust; or (lividuals whe
constitute the Company’Board of Directors on the date hereof (the "Inbem Board") cease for any reason to constitukeaat a majority therec
providedthat any person becoming a director subsequethtetalate hereof whose election was approved byeofoat least threquarters of th
directors comprising the Incumbent Board, or whasmination for election by the Company's stockhaddeas approved by the same Noming
Committee serving under an Incumbent Board, stellfdr purposes of this clause (b), considerechaggh he were a member of the Incum
Board; or (c) a plan of reorganization, merger, stdidation, sale of all or substantially all theseis of the Bank or the Company or sin
transaction in which the Bank or Company is notgheviving institution occurs; or (d) a proxy stant soliciting proxies from stockholders of
Company, by someone other than the current manageofiche Company, seeking stockholder approvah @lan of reorganization, merger
consolidation of the Company or similar transactidth one or more corporations or financial indti@ns, and as a result such proxy solicitati
plan of reorganization, merger consolidation orilsimtransaction involving the Company is approumdthe requisite vote of the Compasy’
stockholders; or (e) a tender offer is made for 25%mnore of the voting securities of the Compang e shareholders owning beneficially o
record 25% or more of the outstanding securitiethefCompany have tendered or offered to sell $tgres pursuant to such tender offer and
tendered shares have been accepted by the teffidlear ofNotwithstanding anything to the contrarydie, a “Change in ControlSf the Bank or th
Company shall not be deemed to have occurred ievtbet of a conversion of Pathfinder Bancorp, MidGtbck holding company form.

2. BENEFITS DUE TO EXECUTIVE IN THE EVENT OF CHANGE IN CONTROL

If any of the events described in Section 1 heceoftituting a Change in Control have occurred chtiee shall be entitled to the bene
provided in paragraphs (a), (b), (c), (d) and {edhes Section 2 upon his dismissal from employmeithin twelve (12) months of the Change
Control (“Dismissal”). Notwithstanding any other provision of this Agreemea voluntary termination by the Executive shat be deemed
“Dismissal”, although the following actions by teenployer shall be deemed a “Dismissal™: (i) matezteange in Executive’ function, duties,
responsibilities, which change would cause Exeetgiposition to become one of lesser responsibilitypgortance or scope from the position
attributes thereof; (ii) relocation of Executiggirincipal place of employment by more than 3Cemirom its location at the effective date of
agreement; or, (iii) a material reduction in thendsfits and prerequisites to the Executive from ¢hbsing provided as of the effective date of
Agreement, provided that Executive provides writhetice to the Employer within ninety (90) daystloé initial existence of an event describe
this paragraph and the Employer has at least t(8AYy days to remedy such events described paragnaless the Employer decides to waive :
period and make an immediate payment hereunder.

(a) Upon the occurrence of a Change intfobfollowed by the Executive's Dismissal, the ffayer shall pay Executive, or in 1
event of his subsequent death, his beneficiaryeaeficiaries, or his estate, as the case may beg\esance pay or liquidated damages, or bt
sum equal to his most recent annual base salayding bonuses and any other cash compensatiohtpahe Executive within the most rec
twelve (12) month period. Such Payment shall bdertay the Employer on the Date of Dismissal. Nttgtanding the foregoing, in the event
Executive is a Specified Employee (within the magrof Treasury Regulations 81.40944)), then, to the extent necessary to avoid pEzalinde
Code Section 409A, no payment shall be made toEttexutive prior to the first day of the seventh thofollowing the Executiv's Date ¢



Dismissal in excess of the “permitted amount” undede Section 409A. For these purposes, the “pEunamount’shall be an amount that d
not exceed two times the lesser of: (i) the suBafcutives annualized compensation based upon the anneadfraty for services provided to
Employer for the calendar year preceding the yeavhich occurs the ExecutiveDate of Dismissal or (ii) the maximum amount timaty be take
into account under a tax-qualified plan pursuantCde Section 401(a)(17) for the calendar year hickw occurs the Executive’Date o
Dismissal. Payment of the “permitted amount” sl made within thirty days following the ExecutiveDate of Dismissal. Any payment
excess of the permitted amount shall be made t&xkeutive on the first day of the seventh montlofaing the Executive’s Date of Dismissal.

(b) Upon the occurrence of a Change intfob followed by the Executive's Dismissal of emyhent, the Employer will cause to
continued life insurance and ndexable medical and dental coverage substantidiytical to the coverage maintained by the Empldge
Executive prior to his Dismissal. Such coverage payments shall cease upon the expiration ofevgl2) months.

(©) Upon the occurrence of a Change intf, Executive shall become fully vested in amditted to all benefits granted to h
pursuant to any stock option plan of the Bank om@any.

(d) Upon the occurrence of a Change int@b Executive shall become fully vested in amdited to all benefits granted to h
pursuant to any nonqualified deferred compensatian of the Bank or Company, applicable to hingrif.

(e) Upon the occurrence of a Change int® the Executive shall become fully vested il &ntitled to all benefits awarded to |
under the Bank's or the Company’s recognition atehtion plan or any restricted stock plan in dffec

® Notwithstanding the preceding pargdsof this Section 2, in the event that:

0] the aggregate payments or benefits to be made fordafl to Executive under said paragraphs (the riiretior
Benefits") would be deemed to include an "excesagbaute payment" under Section 280G of the InteRealenue Coc
or any successor thereto, ¢

(ii) if such Termination Benefits were reduced to anamdgthe "NonTriggering Amount"), the value of which is one da
($1.00) less than an amount equal to the total amofi payments permissible under Section 280G ef Ititerna
Revenue Code or any successor thereto, then tineirfation Benefits to be paid to Executive shalsbeeduced so as
be a No-Triggering Amount

(9) Notwithstanding the foregoing, therid be no reduction in the Payment otherwise pdgab Executive during any period dur
which Executive is incapable of performing his dathereunder by reason of disability.

(h) For purposes of Section 2, a Disntiskall be construed to require a “Separation f@envice”as defined in Code Section 4C
and the Treasury Regulations thereunder, provilediever, that the Employer and Executive reasonahticipate that the level of bona f
services Executive would perform after terminatwould permanently decrease to a level that is tleas 50% of the average level of bona
services performed (whether as an employee ord@pendent contractor) over the immediately prege@8tmonth period.

3. TERMINATION FOR CAUSE

The term “Termination for Causeshall mean termination because of the Executiveisgmal dishonesty, incompetence, wi
misconduct, any breach of fiduciary duty involvipgrsonal profit, intentional failure to performtsigh duties, willful violation of any law, rule,
regulation (other than traffic violations or sinmilaffenses) or final cease-anésist order, or material breach of any provisibthis Agreement. |
determining incompetence, the acts or omissioni bBeameasured against standards generally pragaiti the financial services industry.
purposes of this paragraph, no act or failure tooacthe part of Executive shall be considered|fwlil unless done, or omitted to be done, by
Executive not in good faith and without reasonablelief that the Executive's action or omission was the best interest of t
Employer. Notwithstanding the foregoing, Executshall not be deemed to have been Terminated fos€anless and until there shall have |
delivered to him a copy of a resolution duly addpby the affirmative vote of not less than thfearths of the members of the Boards of Direc
of the Company and the Bank at a meeting of samrdocalled and held for that purpose (after reglslennotice to Executive and an opportu
for him, together with counsel, to be heard befagBoards), finding that in the good faith opinimithe Boards, Executive was guilty of conc
justifying Termination for Cause and specifying thegticulars thereof in detail. Notwithstandingy/grovision in paragraph 2, the Executive <
not have the right to receive Termination Bendbtsany period after Termination for Cause.

4, NO ATTACHMENT
@) Except as required by law, no rightréceive payments under this Agreement shall lgesuito anticipation, commutatic

alienation, sale, assignment, encumbrance, chplgége, or hypothecation, or to execution, attacitplevy, or similar process or assignmen
operation of law, and any attempt, voluntary omwiowmtary, to affect any such action shall be nudid, and of no effect.

_ (b) This Agreement shall be binding upamg inure to the benefit of, Executive and the xygr and their respective successors
assigns.
5. MODIFICATION AND WAIVER
(a) This Agreement may not be modifiedworended except by an instrument in writing sigmgthe parties hereto.
(b) No term or condition of this Agreemeshall be deemed to have been waived, nor shatethe any estoppel against

enforcement of any provision of this Agreement,eptdy written instrument of the party charged vgitltch waiver or estoppel. No such wri
waiver shall be deemed a continuing waiver unlgesifically stated therein, and each such waivell ghperate only as to the specific tern



condition waived and shall not constitute a waesuch term or condition for the future as to anyother than that specifically waived.
6. SEVERABILITY

If, for any reason, any provision of this Agreemeantany part of any provision, is held invalidcbunvalidity shall not affect any ott
provision of this Agreement or any part of suchvsmn not held so invalid, and each such othewigion and part thereof shall to the full exi
consistent with law continue in full force and effe

7. EMPLOYMENT AT WILL

Except for the limited benefits granted hereinhirgg in this Agreement shall be construed to craatemployment contract and the pa
acknowledge that the Executive’s employment remé&ihsvill”.

8. AGREEMENT TERM

The initial “Agreement Term’shall begin on the date this agreement is execaedshall continue through December 31, 2008. f

December 31, 2008, and as of each DecembéttBéreafter, the agreement term shall extend autoatlgtfor one year unless the Bank gi
notice to the executive prior to the date of suxiersion that the agreement term will not be exteind Notwithstanding the foregoing, if a Cha
in Control occurs during the agreement term, threegent term shall continue through and terminatéhe first anniversary of the date on wt
the Change in Control occurs.

9. PROPRIETARY INFORMATION
The parties agree to the protection of the Bankdppetary information as follows:
(a) Nondisclosure of Confidential Informatic

(i) Access. The Executive acknowledges that employméhtthe Bank necessarily involves exposure tmifiarity with, anc
opportunity to learn highly sensitive, confidentaid proprietary information of the Bank and itbsdiaries, which me
include information about products and servicesrketa, customers and prospective customers, veramissupplier:
miscellaneous business relationships, investmerttygts, pricing, billing and collection procedurpsprietary software ai
other intellectual property, financial and accongtidata, personnel and compensation, data progeasth communicatior
technical data, marketing strategies, researchdawvelopment of new or improved products and sesyiemd knowhow
regarding the business of the Bank and its procardsservices (collectively referred to hereir* Confidential Informatio™)

(ii) Valuable Asset. The Executive further acknowledipes the Confidential Information is a valuablpesial, and uniqt
asset of the Bank, such that the unauthorized atisot or use by persons or entities outside thek Bewuld caus
irreparable damage to the business of the Bankowingly, the Executive agrees that during andratie Executives
employment with the Bank, until the Confidentiafdrmation becomes publicly known, the Executivellshat directly o
indirectly disclose to any person or entity, usedoy purpose or permit the exploitation, copyimgsommarizing of, ar
Confidential Information of the Bank, except asafeally required in the proper performance of tigies for the Bank

(i) Duties. The Executive agrees to take all appadpraction, whether by instruction, agreement bemtise, to endure t
protection, confidentiality and security of the @idential Information and to satisfy his obligat®nunder thi
Agreement. Prior to lecturing or publishing adiwhich reference to Bank and its business, tleelke will provide t
an officer of the Bank a copy of the material topoesented for the Bank to review and approve @eioto ensure that
Confidential Information is disclose

(iv) Confidential Relationship. The Bank considergdtfidential Information to constitute “trade sesfevhich are protecte
from unauthorized disclosure under applicable |&owever, whether or not the Confidential Inforroaticonstitutes trac
secrets, the Executive acknowledges and agreethth&onfidential Information is protected from utterized disclosul
or use due to his covenants under this Sectiord%efiduciary duties as an executive of the Bi

(v) Return of Documents. The Executive acknowledgesagrees that the Confidential Information is aha@latimes sha
remain the sole and exclusive property of the Baddgon the termination of his employment with thenR or upon reque
by the Bank, the Executive will promptly returnttee Bank in good condition all documents, data r@odrds of any kini
whether in hardcopy or electronic form, which camtany Confidential Information, including any aallicopies thereof,
well as all materials furnished to or acquired bg Executive during the course of the Execusvemployment with tt
Bank.

(b) Enforcement. For purposes of this Section 9, #ment“Bank” shall include the Bank and the Company and all hair
subsidiaries. Each such entity shall be an intértdied party beneficiary of this Agreement andlshave the right to enforce t
provisions of this Agreement against the Executigdvidually or collectively with any one or moré the other subsidiarie

(c) Equitable Relief. The Executive acknowledges agréed that, by reason of the sensitive natureefCibnfidential Information
the Bank referred to in this Agreement, in additiorrecovery of damages and any other legal réiefhich the Bank may |
entitled in the event of the Executigeviolation of this Agreement, the Bank shall aeentitled to equitable relief, includi
such injunctive relief as may be necessary to ptdtee interests of the Bank in such Confidentrdbtmation and as may
necessary to specifically enforce the Exect's obligations under this Agreeme



10. HEADINGS FOR REFERENCE ONLY

The headings of sections and paragraphs hereimeigled solely for convenience of reference anallstot control the meaning
interpretation of any of the provisions of this Agment.

11. GOVERNING LAW
This Agreement shall be governed by the laws oState of New York, but only to the extent not sspded by federal law.
12. ARBITRATION

Any dispute or controversy arising under or in ceetion with this Agreement shall be settled exdlelsi by arbitration in accordance w
the rules of the American Arbitration Associatitven in effect. Judgment may be entered on thératdi's award in any court having jurisdiction.

13. SUCCESSOR TO THE EMPLOYER
The Employer shall require any successor or assjgmbether direct or indirect, by purchase, mergensolidation or otherwise, to all
substantially all the business or assets of thekBarthe Company, expressly and unconditionallageume and agree to perform the Emplo

obligations under this Agreement, in the same maand to the same extent that the Employer woulcegeired to perform if no such succes:
or assignment had taken place.

14, REQUIRED PROVISION
Notwithstanding anything herein contained to thet@ry, any payments to Executive by the Bank, Wepursuant to this Agreemen

otherwise, are subject to and conditioned uporr t@npliance with Section 18(k) of the Federal D&#ptmsurance Act, 12 U.S.C. § 1828(k),
the regulations promulgated thereunder in 12 C.Pdgt 359.

SIGNATURES
IN WITNESS WHEREOF , the Employer has caused this Agreement to beués@@nd its seal to be affixed hereunto by ity dul

authorized officer, and Executive has signed thgse&ment, on the day and date first above written.

PATHFINDER BANK

12/23/08 By: /s/ Thomas W. Schneider

Date Thomas W. Beider
President and Chief Execufécer

PATHFINDER BANCORP, INC.

12/23/08 By: /s/ Thomas W. Schneider

Date Thomas W. Schneider
President and Chief Exeaitdfficer

EXECUTIVE

12/23/08 By: Robnald Tascarella
Date



PATHFINDER BANCORP, INC.
PATHFINDER BANK
CHANGE IN CONTROL AGREEMENT

This Agreement is made effective as of the Jan@a3007, by and between Pathfinder Bank (the "Bprk'New York chartered sto
savings bank, with its principal administrativeioéf at 214 West First Street, Oswego, New York 834247, jointly with Pathfinder Bancorp, li
the sole stockholder of the Bank, and James A. Dghal"Executive"). Any reference to "Company"diarshall mean Pathfinder Bancorp, Inc
any successor thereto. Any reference to "Emplolgergin shall mean both the Bank and the Compaayysuccessors thereto.

WHEREAS , the Employer and Executive entered into a chamgentrol agreement; and

WHEREAS , Section 409A of the Internal Revenue Code (“Codeffective January 1, 2005, requires deferred corsguesr
arrangements, including those set forth in changmntrol agreements, to comply with its provisiansl restrictions and limitations on paymen
deferred compensation; and

WHEREAS , Code Section 409A and the final regulations idsthereunder in April of 2007 necessitate changesatd change in cont
agreement; and

WHEREAS , Executive has agreed to such changes; and

WHEREAS , the Employer believes it is in the best interéstenter into a revised change in control agreerftbe “Agreement”)in order tc
provide Executive with certain benefits in the éveha Change in Control of the Employer, as hesgdter defined, and incorporate the chai
required by the new tax laws.

NOW, THEREFORE , in consideration of the mutual covenants hereintained, and upon the other terms and conditi@nsimafte
provided, the parties hereby agree as follows:

1. CHANGE IN CONTROL DEFINED

For purposes of this Agreement, a "Change in Cntfathe Bank or Company shall mean a Change intf@b of a nature that (i) wou
be required to be reported in response to Item &f@he current report on Formkg-as in effect on the date hereof, pursuant tdi&ed 3 or 15(d
of the Securities Exchange Act of 1934 (the "ExgjeAct"); or (ii) results in a Change in Controltbe Bank or the Company within the meai
of the Home Owners Loan Act, as amended, and aipdicules and regulations promulgated there uradein effect at the time of the Chang
Control (collectively, the “HOLA");or (iii) without limitation such a Change in Conthall be deemed to have occurred at such tim@)aan)
"person” (as the term is used in Sections 13(d)1a{d) of the Exchange Act) is or becomes the "fieilakowner" (as defined in Rule 13Rlunde
the Exchange Act), directly or indirectly, of seities of the Company representing 25% or more ef ¢bmbined voting power of Compar
outstanding securities except for any securitiexchmsed by the Employsr'employee stock ownership plan or trust; or (lividuals whe
constitute the Company’Board of Directors on the date hereof (the "Inbem Board") cease for any reason to constitukeaat a majority therec
providedthat any person becoming a director subsequethtetalate hereof whose election was approved byeofoat least threquarters of th
directors comprising the Incumbent Board, or whasmination for election by the Company's stockhaddeas approved by the same Noming
Committee serving under an Incumbent Board, stellfdr purposes of this clause (b), considerechaggh he were a member of the Incum
Board; or (c) a plan of reorganization, merger, stdidation, sale of all or substantially all theseis of the Bank or the Company or sin
transaction in which the Bank or Company is notgheviving institution occurs; or (d) a proxy stant soliciting proxies from stockholders of
Company, by someone other than the current manageofiche Company, seeking stockholder approvah @lan of reorganization, merger
consolidation of the Company or similar transactidth one or more corporations or financial indti@ns, and as a result such proxy solicitati
plan of reorganization, merger consolidation orilsimtransaction involving the Company is approumdthe requisite vote of the Compasy’
stockholders; or (e) a tender offer is made for 25%mnore of the voting securities of the Compang e shareholders owning beneficially o
record 25% or more of the outstanding securitiethefCompany have tendered or offered to sell $tgres pursuant to such tender offer and
tendered shares have been accepted by the teffidlear ofNotwithstanding anything to the contrarydie, a “Change in ControlSf the Bank or th
Company shall not be deemed to have occurred ievtbet of a conversion of Pathfinder Bancorp, MidGtbck holding company form.

2. BENEFITS DUE TO EXECUTIVE IN THE EVENT OF CHANGE IN CONTROL

If any of the events described in Section 1 heceoftituting a Change in Control have occurred chtiee shall be entitled to the bene
provided in paragraphs (a), (b), (c), (d) and {edhes Section 2 upon his dismissal from employmeithin twelve (12) months of the Change
Control (“Dismissal”). Notwithstanding any other provision of this Agreemea voluntary termination by the Executive shat be deemed
“Dismissal”, although the following actions by teenployer shall be deemed a “Dismissal™: (i) matezteange in Executive’ function, duties,
responsibilities, which change would cause Exeetgiposition to become one of lesser responsibilitypgortance or scope from the position
attributes thereof; (ii) relocation of Executiggirincipal place of employment by more than 3Cemirom its location at the effective date of
agreement; or, (iii) a material reduction in thendsfits and prerequisites to the Executive from ¢hbsing provided as of the effective date of
Agreement, provided that Executive provides writhetice to the Employer within ninety (90) daystloé initial existence of an event describe
this paragraph and the Employer has at least t(8AYy days to remedy such events described paragnaless the Employer decides to waive :
period and make an immediate payment hereunder.

(a) Upon the occurrence of a Change intfobfollowed by the Executive's Dismissal, the ffayer shall pay Executive, or in 1
event of his subsequent death, his beneficiaryeaeficiaries, or his estate, as the case may beg\esance pay or liquidated damages, or bt
sum equal to his most recent annual base salayding bonuses and any other cash compensatiohtpahe Executive within the most rec
twelve (12) month period. Such Payment shall bdertay the Employer on the Date of Dismissal. Nttgtanding the foregoing, in the event
Executive is a Specified Employee (within the magrof Treasury Regulations 81.40944)), then, to the extent necessary to avoid pEzalinde
Code Section 409A, no payment shall be made toEttexutive prior to the first day of the seventh thofollowing the Executiv's Date ¢



Dismissal in excess of the “permitted amount” undede Section 409A. For these purposes, the “pEunamount’shall be an amount that d
not exceed two times the lesser of: (i) the suBafcutives annualized compensation based upon the anneadfraty for services provided to
Employer for the calendar year preceding the yeavhich occurs the ExecutiveDate of Dismissal or (ii) the maximum amount timaty be take
into account under a tax-qualified plan pursuantCde Section 401(a)(17) for the calendar year hickw occurs the Executive’Date o
Dismissal. Payment of the “permitted amount” sl made within thirty days following the ExecutiveDate of Dismissal. Any payment
excess of the permitted amount shall be made t&xkeutive on the first day of the seventh montlofaing the Executive’s Date of Dismissal.

(b) Upon the occurrence of a Change intfob followed by the Executive's Dismissal of emyhent, the Employer will cause to
continued life insurance and ndexable medical and dental coverage substantidiytical to the coverage maintained by the Empldge
Executive prior to his Dismissal. Such coverage payments shall cease upon the expiration ofevgl2) months.

(©) Upon the occurrence of a Change intf, Executive shall become fully vested in amditted to all benefits granted to h
pursuant to any stock option plan of the Bank om@any.

(d) Upon the occurrence of a Change int@b Executive shall become fully vested in amdited to all benefits granted to h
pursuant to any nonqualified deferred compensatian of the Bank or Company, applicable to hingrif.

(e) Upon the occurrence of a Change int® the Executive shall become fully vested il &ntitled to all benefits awarded to |
under the Bank's or the Company’s recognition atehtion plan or any restricted stock plan in dffec

® Notwithstanding the preceding pargdsof this Section 2, in the event that:

0] the aggregate payments or benefits to be made fordafl to Executive under said paragraphs (the riiretior
Benefits") would be deemed to include an "excesagbaute payment" under Section 280G of the InteRealenue Coc
or any successor thereto, ¢

(ii) if such Termination Benefits were reduced to anamdgthe "NonTriggering Amount"), the value of which is one da
($1.00) less than an amount equal to the total amofi payments permissible under Section 280G ef Ititerna
Revenue Code or any successor thereto, then tineirfation Benefits to be paid to Executive shalsbeeduced so as
be a No-Triggering Amount

(9) Notwithstanding the foregoing, therid be no reduction in the Payment otherwise pdgab Executive during any period dur
which Executive is incapable of performing his dathereunder by reason of disability.

(h) For purposes of Section 2, a Disntiskall be construed to require a “Separation f@envice”as defined in Code Section 4C
and the Treasury Regulations thereunder, provilediever, that the Employer and Executive reasonahticipate that the level of bona f
services Executive would perform after terminatwould permanently decrease to a level that is tleas 50% of the average level of bona
services performed (whether as an employee ord@pendent contractor) over the immediately prege@8tmonth period.

3. TERMINATION FOR CAUSE

The term “Termination for Causeshall mean termination because of the Executiveisgmal dishonesty, incompetence, wi
misconduct, any breach of fiduciary duty involvipgrsonal profit, intentional failure to performtsigh duties, willful violation of any law, rule,
regulation (other than traffic violations or sinmilaffenses) or final cease-anésist order, or material breach of any provisibthis Agreement. |
determining incompetence, the acts or omissioni bBeameasured against standards generally pragaiti the financial services industry.
purposes of this paragraph, no act or failure tooacthe part of Executive shall be considered|fwlil unless done, or omitted to be done, by
Executive not in good faith and without reasonablelief that the Executive's action or omission was the best interest of t
Employer. Notwithstanding the foregoing, Executshall not be deemed to have been Terminated fos€anless and until there shall have |
delivered to him a copy of a resolution duly addpby the affirmative vote of not less than thfearths of the members of the Boards of Direc
of the Company and the Bank at a meeting of samrdocalled and held for that purpose (after reglslennotice to Executive and an opportu
for him, together with counsel, to be heard befagBoards), finding that in the good faith opinimithe Boards, Executive was guilty of conc
justifying Termination for Cause and specifying thegticulars thereof in detail. Notwithstandingy/grovision in paragraph 2, the Executive <
not have the right to receive Termination Bendbtsany period after Termination for Cause.

4, NO ATTACHMENT
@) Except as required by law, no rightréceive payments under this Agreement shall lgesuito anticipation, commutatic

alienation, sale, assignment, encumbrance, chplgége, or hypothecation, or to execution, attacitplevy, or similar process or assignmen
operation of law, and any attempt, voluntary omwiowmtary, to affect any such action shall be nudid, and of no effect.

_ (b) This Agreement shall be binding upamg inure to the benefit of, Executive and the Bygr and their respective successors
assigns.
5. MODIFICATION AND WAIVER
(a) This Agreement may not be modifiedworended except by an instrument in writing sigmgthe parties hereto.
(b) No term or condition of this Agreemestall be deemed to have been waived, nor shatethe any estoppel against

enforcement of any provision of this Agreement,eptdy written instrument of the party charged vgitltch waiver or estoppel. No such wri
waiver shall be deemed a continuing waiver unlgesifically stated therein, and each such waivell shperate only as to the specific tern
condition waived and shall not constitute a waesuch term or condition for the future as to anyother than that specifically waive



6. SEVERABILITY

If, for any reason, any provision of this Agreemenmtany part of any provision, is held invalidchkunvalidity shall not affect any ott
provision of this Agreement or any part of suchvsmn not held so invalid, and each such othewrigion and part thereof shall to the full exi
consistent with law continue in full force and etfe

7. EMPLOYMENT AT WILL

Except for the limited benefits granted hereinhirgg in this Agreement shall be construed to craatemployment contract and the pa
acknowledge that the Executive’s employment rem@&ihsill”.

8. AGREEMENT TERM

The initial “Agreement Term’shall begin on the date this agreement is execanedshall continue through December 31, 2008. f

December 31, 2008, and as of each DecembéttBéreafter, the agreement term shall extend autoaflgtfor one year unless the Bank gi
notice to the executive prior to the date of suxiersion that the agreement term will not be extelnd Notwithstanding the foregoing, if a Cha
in Control occurs during the agreement term, threemgent term shall continue through and terminatéhe first anniversary of the date on wt
the Change in Control occurs.

9. PROPRIETARY INFORMATION
The parties agree to the protection of the Bankdpgetary information as follows:
(a) Nondisclosure of Confidential Informatic

(i) Access. The Executive acknowledges that employméhtthe Bank necessarily involves exposure tojifiarity with, anc
opportunity to learn highly sensitive, confidentaid proprietary information of the Bank and itbsdiaries, which me
include information about products and servicesrketa, customers and prospective customers, veramissupplier:
miscellaneous business relationships, investmertyats, pricing, billing and collection procedurpsyprietary software ai
other intellectual property, financial and accongtidata, personnel and compensation, data progeasth communicatior
technical data, marketing strategies, researchdawelopment of new or improved products and sesyieead knowRow
regarding the business of the Bank and its prodaradsservices (collectively referred to hereir* Confidential Informatio”)

(i) Valuable Asset. The Executive further acknowledipes the Confidential Information is a valuablpesial, and uniqt
asset of the Bank, such that the unauthorized atisot or use by persons or entities outside thek Bewuld caus
irreparable damage to the business of the Bankordingly, the Executive agrees that during andratte Executives
employment with the Bank, until the Confidentiafdrmation becomes publicly known, the Executivellshat directly o
indirectly disclose to any person or entity, usedoy purpose or permit the exploitation, copyimgsommarizing of, ar
Confidential Information of the Bank, except asafieally required in the proper performance of digies for the Bank

(iii) Duties. The Executive agrees to take all appad@raction, whether by instruction, agreement bemtise, to endure t
protection, confidentiality and security of the @dential Information and to satisfy his obligat®nunder thi
Agreement. Prior to lecturing or publishing adiwhich reference to Bank and its business, tleelke will provide t
an officer of the Bank a copy of the material topgoesented for the Bank to review and approve @eioto ensure that
Confidential Information is disclose

(iv) Confidential Relationship. The Bank considergdtnfidential Information to constitute “trade sdsfevhich are protecte
from unauthorized disclosure under applicable |&owever, whether or not the Confidential Inforroaticonstitutes trac
secrets, the Executive acknowledges and agreethth&onfidential Information is protected from utterized disclosul
or use due to his covenants under this Sectiord$efiduciary duties as an executive of the Bi

(v) Return of Documents. The Executive acknowledgek agrees that the Confidential Information is ahdlatimes sha
remain the sole and exclusive property of the Baddgon the termination of his employment with thenR or upon reque
by the Bank, the Executive will promptly returntt® Bank in good condition all documents, data r@odrds of any kini
whether in hardcopy or electronic form, which camtany Confidential Information, including any aallicopies thereof,
well as all materials furnished to or acquired bg Executive during the course of the Execusvemployment with tt
Bank.

(b) Enforcement. For purposes of this Section 9, #rent“Bank” shall include the Bank and the Company and all hafir
subsidiaries. Each such entity shall be an intértdied party beneficiary of this Agreement andlshave the right to enforce t
provisions of this Agreement against the Execuitigtvidually or collectively with any one or moré the other subsidiarie

(c) Equitable Relief. The Executive acknowledges agréed that, by reason of the sensitive natureefCibinfidential Information «
the Bank referred to in this Agreement, in addittorrecovery of damages and any other legal rétiefhich the Bank may |
entitled in the event of the Executigeviolation of this Agreement, the Bank shall aeentitled to equitable relief, includi
such injunctive relief as may be necessary to ptdtee interests of the Bank in such Confidentidbtmation and as may
necessary to specifically enforce the Exect's obligations under this Agreeme

10. HEADINGS FOR REFERENCE ONLY



The headings of sections and paragraphs hereimeigled solely for convenience of reference anallstot control the meaning
interpretation of any of the provisions of this Agment.

11. GOVERNING LAW
This Agreement shall be governed by the laws ofState of New York, but only to the extent not sspded by federal law.
12, ARBITRATION

Any dispute or controversy arising under or in oaction with this Agreement shall be settled exdlelsi by arbitration in accordance w
the rules of the American Arbitration Associatitven in effect. Judgment may be entered on thérardi's award in any court having jurisdiction.

13. SUCCESSOR TO THE EMPLOYER

The Employer shall require any successor or assjgmbether direct or indirect, by purchase, mergensolidation or otherwise, to all
substantially all the business or assets of thekBarthe Company, expressly and unconditionallageume and agree to perform the Emplo
obligations under this Agreement, in the same maand to the same extent that the Employer woulceheired to perform if no such succes:
or assignment had taken place.

14. REQUIRED PROVISION
Notwithstanding anything herein contained to thet@ry, any payments to Executive by the Bank, Waepursuant to this Agreemen

otherwise, are subject to and conditioned uporr t@npliance with Section 18(k) of the Federal D@ptnsurance Act, 12 U.S.C. § 1828(k),
the regulations promulgated thereunder in 12 C.Pdgt 359.

SIGNATURES

IN WITNESS WHEREOF , the Employer has caused this Agreement to beuts@@nd its seal to be affixed hereunto by ity dul
authorized officer, and Executive has signed thgse&ment, on the day and date first above written.

PATHFINDER BANK

12/23/08 By: /s/ Thomas W. Schneider

Date Thomas W. Schneider
President and Cliigécutive Officer

PATHFINDER BANCORP, INC.

12/23/08 By: /s/ Thomas W. Schneider

Date Thomas W. Schneider
President and Cliigécutive Officer

EXECUTIVE

12/23/08 By: /s/ James A. Dow
Date



PATHFINDER BANCORP, INC.
PATHFINDER BANK
CHANGE IN CONTROL AGREEMENT

This Agreement is made effective as of the Jan@a3007, by and between Pathfinder Bank (the "Bprk'New York chartered sto
savings bank, with its principal administrativeioéf at 214 West First Street, Oswego, New York 834247, jointly with Pathfinder Bancorp, li
the sole stockholder of the Bank, and Melissa Aldviithe "Executive"). Any reference to "Comparhgérein shall mean Pathfinder Bancorp,
or any successor thereto. Any reference to "Empldyerein shall mean both the Bank and the Comparany successors thereto.

WHEREAS , the Employer and Executive entered into a chamgentrol agreement; and

WHEREAS , Section 409A of the Internal Revenue Code (“Codeffective January 1, 2005, requires deferred corsguesr
arrangements, including those set forth in changmntrol agreements, to comply with its provisiansl restrictions and limitations on paymen
deferred compensation; and

WHEREAS , Code Section 409A and the final regulations idsthereunder in April of 2007 necessitate changesatd change in cont
agreement; and

WHEREAS , Executive has agreed to such changes; and

WHEREAS , the Employer believes it is in the best interéstenter into a revised change in control agreerftbe “Agreement”)in order tc
provide Executive with certain benefits in the éveha Change in Control of the Employer, as hesgdter defined, and incorporate the chai
required by the new tax laws.

NOW, THEREFORE , in consideration of the mutual covenants hereintained, and upon the other terms and conditi@nsimafte
provided, the parties hereby agree as follows:

1. CHANGE IN CONTROL DEFINED

For purposes of this Agreement, a "Change in Cntfathe Bank or Company shall mean a Change intf@b of a nature that (i) wou
be required to be reported in response to Item &f@he current report on Formkg-as in effect on the date hereof, pursuant tdi&ed 3 or 15(d
of the Securities Exchange Act of 1934 (the "ExgjeAct"); or (ii) results in a Change in Controltbe Bank or the Company within the meai
of the Home Owners Loan Act, as amended, and aipdicules and regulations promulgated there uradein effect at the time of the Chang
Control (collectively, the “HOLA");or (iii) without limitation such a Change in Conthall be deemed to have occurred at such tim@)aan)
"person” (as the term is used in Sections 13(d)1a{d) of the Exchange Act) is or becomes the "fieilakowner" (as defined in Rule 13Rlunde
the Exchange Act), directly or indirectly, of seities of the Company representing 25% or more ef ¢bmbined voting power of Compar
outstanding securities except for any securitiexchmsed by the Employsr'employee stock ownership plan or trust; or (lividuals whe
constitute the Company’Board of Directors on the date hereof (the "Inbem Board") cease for any reason to constitukeaat a majority therec
providedthat any person becoming a director subsequethtetalate hereof whose election was approved byeofoat least threquarters of th
directors comprising the Incumbent Board, or whasmination for election by the Company's stockhaddeas approved by the same Noming
Committee serving under an Incumbent Board, stellfdr purposes of this clause (b), considerechaggh he were a member of the Incum
Board; or (c) a plan of reorganization, merger, stdidation, sale of all or substantially all theseis of the Bank or the Company or sin
transaction in which the Bank or Company is notgheviving institution occurs; or (d) a proxy stant soliciting proxies from stockholders of
Company, by someone other than the current manageofiche Company, seeking stockholder approvah @lan of reorganization, merger
consolidation of the Company or similar transactidth one or more corporations or financial indti@ns, and as a result such proxy solicitati
plan of reorganization, merger consolidation orilsimtransaction involving the Company is approumdthe requisite vote of the Compasy’
stockholders; or (e) a tender offer is made for 25%mnore of the voting securities of the Compang e shareholders owning beneficially o
record 25% or more of the outstanding securitiethefCompany have tendered or offered to sell $tgres pursuant to such tender offer and
tendered shares have been accepted by the teffidlear ofNotwithstanding anything to the contrarydie, a “Change in ControlSf the Bank or th
Company shall not be deemed to have occurred ievtbet of a conversion of Pathfinder Bancorp, MidGtbck holding company form.

2. BENEFITS DUE TO EXECUTIVE IN THE EVENT OF CHANGE IN CONTROL

If any of the events described in Section 1 heceoftituting a Change in Control have occurred chtiee shall be entitled to the bene
provided in paragraphs (a), (b), (c), (d) and {edhes Section 2 upon his dismissal from employmeithin twelve (12) months of the Change
Control (“Dismissal”). Notwithstanding any other provision of this Agreemea voluntary termination by the Executive shat be deemed
“Dismissal”, although the following actions by teenployer shall be deemed a “Dismissal™: (i) matezteange in Executive’ function, duties,
responsibilities, which change would cause Exeetgiposition to become one of lesser responsibilitypgortance or scope from the position
attributes thereof; (ii) relocation of Executiggirincipal place of employment by more than 3Cemirom its location at the effective date of
agreement; or, (iii) a material reduction in thendsfits and prerequisites to the Executive from ¢hbsing provided as of the effective date of
Agreement, provided that Executive provides writhetice to the Employer within ninety (90) daystloé initial existence of an event describe
this paragraph and the Employer has at least t(8AYy days to remedy such events described paragnaless the Employer decides to waive :
period and make an immediate payment hereunder.

(a) Upon the occurrence of a Change intfobfollowed by the Executive's Dismissal, the ffayer shall pay Executive, or in 1
event of his subsequent death, his beneficiaryeaeficiaries, or his estate, as the case may beg\esance pay or liquidated damages, or bt
sum equal to his most recent annual base salayding bonuses and any other cash compensatiohtpahe Executive within the most rec
twelve (12) month period. Such Payment shall bdertay the Employer on the Date of Dismissal. Nttgtanding the foregoing, in the event
Executive is a Specified Employee (within the magrof Treasury Regulations 81.40944)), then, to the extent necessary to avoid pEzalinde
Code Section 409A, no payment shall be made toEttexutive prior to the first day of the seventh thofollowing the Executiv's Date ¢



Dismissal in excess of the “permitted amount” undede Section 409A. For these purposes, the “pEunamount’shall be an amount that d
not exceed two times the lesser of: (i) the suBafcutives annualized compensation based upon the anneadfraty for services provided to
Employer for the calendar year preceding the yeavhich occurs the ExecutiveDate of Dismissal or (ii) the maximum amount timaty be take
into account under a tax-qualified plan pursuantCde Section 401(a)(17) for the calendar year hickw occurs the Executive’Date o
Dismissal. Payment of the “permitted amount” sl made within thirty days following the ExecutiveDate of Dismissal. Any payment
excess of the permitted amount shall be made t&xkeutive on the first day of the seventh montlofaing the Executive’s Date of Dismissal.

(b) Upon the occurrence of a Change intfob followed by the Executive's Dismissal of emyhent, the Employer will cause to
continued life insurance and ndexable medical and dental coverage substantidiytical to the coverage maintained by the Empldge
Executive prior to his Dismissal. Such coverage payments shall cease upon the expiration ofevgl2) months.

(©) Upon the occurrence of a Change intf, Executive shall become fully vested in amditted to all benefits granted to h
pursuant to any stock option plan of the Bank om@any.

(d) Upon the occurrence of a Change int@b Executive shall become fully vested in amdited to all benefits granted to h
pursuant to any nonqualified deferred compensatian of the Bank or Company, applicable to hingrif.

(e) Upon the occurrence of a Change int® the Executive shall become fully vested il &ntitled to all benefits awarded to |
under the Bank's or the Company’s recognition atehtion plan or any restricted stock plan in dffec

® Notwithstanding the preceding pargdsof this Section 2, in the event that:

0] the aggregate payments or benefits to be made fordafl to Executive under said paragraphs (the riiretior
Benefits") would be deemed to include an "excesagbaute payment" under Section 280G of the InteRealenue Coc
or any successor thereto, ¢

(ii) if such Termination Benefits were reduced to anamdgthe "NonTriggering Amount"), the value of which is one da
($1.00) less than an amount equal to the total amofi payments permissible under Section 280G ef Ititerna
Revenue Code or any successor thereto, then tineirfation Benefits to be paid to Executive shalsbeeduced so as
be a No-Triggering Amount

(9) Notwithstanding the foregoing, therid be no reduction in the Payment otherwise pdgab Executive during any period dur
which Executive is incapable of performing his dathereunder by reason of disability.

(h) For purposes of Section 2, a Disntiskall be construed to require a “Separation f@envice”as defined in Code Section 4C
and the Treasury Regulations thereunder, provilediever, that the Employer and Executive reasonahticipate that the level of bona f
services Executive would perform after terminatwould permanently decrease to a level that is tleas 50% of the average level of bona
services performed (whether as an employee ord@pendent contractor) over the immediately prege@8tmonth period.

3. TERMINATION FOR CAUSE

The term “Termination for Causeshall mean termination because of the Executiveisgmal dishonesty, incompetence, wi
misconduct, any breach of fiduciary duty involvipgrsonal profit, intentional failure to performtsigh duties, willful violation of any law, rule,
regulation (other than traffic violations or sinmilaffenses) or final cease-anésist order, or material breach of any provisibthis Agreement. |
determining incompetence, the acts or omissioni bBeameasured against standards generally pragaiti the financial services industry.
purposes of this paragraph, no act or failure tooacthe part of Executive shall be considered|fwlil unless done, or omitted to be done, by
Executive not in good faith and without reasonablelief that the Executive's action or omission was the best interest of t
Employer. Notwithstanding the foregoing, Executshall not be deemed to have been Terminated fos€anless and until there shall have |
delivered to him a copy of a resolution duly addpby the affirmative vote of not less than thfearths of the members of the Boards of Direc
of the Company and the Bank at a meeting of samrdocalled and held for that purpose (after reglslennotice to Executive and an opportu
for him, together with counsel, to be heard befagBoards), finding that in the good faith opinimithe Boards, Executive was guilty of conc
justifying Termination for Cause and specifying thegticulars thereof in detail. Notwithstandingy/grovision in paragraph 2, the Executive <
not have the right to receive Termination Bendbtsany period after Termination for Cause.

4, NO ATTACHMENT
@) Except as required by law, no rightréceive payments under this Agreement shall lgesuito anticipation, commutatic

alienation, sale, assignment, encumbrance, chplgége, or hypothecation, or to execution, attacitplevy, or similar process or assignmen
operation of law, and any attempt, voluntary omwiowmtary, to affect any such action shall be nudid, and of no effect.

_ (b) This Agreement shall be binding upamg inure to the benefit of, Executive and the Bygr and their respective successors
assigns.
5. MODIFICATION AND WAIVER
(a) This Agreement may not be modifiedworended except by an instrument in writing sigmgthe parties hereto.
(b) No term or condition of this Agreemestall be deemed to have been waived, nor shatethe any estoppel against

enforcement of any provision of this Agreement,eptdy written instrument of the party charged vgitltch waiver or estoppel. No such wri
waiver shall be deemed a continuing waiver unlgesifically stated therein, and each such waivell shperate only as to the specific tern
condition waived and shall not constitute a waesuch term or condition for the future as to anyother than that specifically waive



6. SEVERABILITY

If, for any reason, any provision of this Agreemenmtany part of any provision, is held invalidchkunvalidity shall not affect any ott
provision of this Agreement or any part of suchvsmn not held so invalid, and each such othewrigion and part thereof shall to the full exi
consistent with law continue in full force and etfe

7. EMPLOYMENT AT WILL

Except for the limited benefits granted hereinhirgg in this Agreement shall be construed to craatemployment contract and the pa
acknowledge that the Executive’s employment rem@&ihsill”.

8. AGREEMENT TERM

The initial “Agreement Term’shall begin on the date this agreement is execanedshall continue through December 31, 2008. f

December 31, 2008, and as of each DecembéttBéreafter, the agreement term shall extend autoaflgtfor one year unless the Bank gi
notice to the executive prior to the date of suxiersion that the agreement term will not be extelnd Notwithstanding the foregoing, if a Cha
in Control occurs during the agreement term, threemgent term shall continue through and terminatéhe first anniversary of the date on wt
the Change in Control occurs.

9. PROPRIETARY INFORMATION
The parties agree to the protection of the Bankdpgetary information as follows:
(a) Nondisclosure of Confidential Informatic

(i) Access. The Executive acknowledges that employméhtthe Bank necessarily involves exposure tojifiarity with, anc
opportunity to learn highly sensitive, confidentaid proprietary information of the Bank and itbsdiaries, which me
include information about products and servicesrketa, customers and prospective customers, veramissupplier:
miscellaneous business relationships, investmertyats, pricing, billing and collection procedurpsyprietary software ai
other intellectual property, financial and accongtidata, personnel and compensation, data progeasth communicatior
technical data, marketing strategies, researchdawelopment of new or improved products and sesyieead knowRow
regarding the business of the Bank and its prodaradsservices (collectively referred to hereir* Confidential Informatio”)

(i) Valuable Asset. The Executive further acknowledipes the Confidential Information is a valuablpesial, and uniqt
asset of the Bank, such that the unauthorized atisot or use by persons or entities outside thek Bewuld caus
irreparable damage to the business of the Bankordingly, the Executive agrees that during andratte Executives
employment with the Bank, until the Confidentiafdrmation becomes publicly known, the Executivellshat directly o
indirectly disclose to any person or entity, usedoy purpose or permit the exploitation, copyimgsommarizing of, ar
Confidential Information of the Bank, except asafieally required in the proper performance of digies for the Bank

(iii) Duties. The Executive agrees to take all appad@raction, whether by instruction, agreement bemtise, to endure t
protection, confidentiality and security of the @dential Information and to satisfy his obligat®nunder thi
Agreement. Prior to lecturing or publishing adiwhich reference to Bank and its business, tleelke will provide t
an officer of the Bank a copy of the material topgoesented for the Bank to review and approve @eioto ensure that
Confidential Information is disclose

(iv) Confidential Relationship. The Bank considergdtnfidential Information to constitute “trade sdsfevhich are protecte
from unauthorized disclosure under applicable |&owever, whether or not the Confidential Inforroaticonstitutes trac
secrets, the Executive acknowledges and agreethth&onfidential Information is protected from utterized disclosul
or use due to his covenants under this Sectiord$efiduciary duties as an executive of the Bi

(v) Return of Documents. The Executive acknowledgek agrees that the Confidential Information is ahdlatimes sha
remain the sole and exclusive property of the Baddgon the termination of his employment with thenR or upon reque
by the Bank, the Executive will promptly returntt® Bank in good condition all documents, data r@odrds of any kini
whether in hardcopy or electronic form, which camtany Confidential Information, including any aallicopies thereof,
well as all materials furnished to or acquired bg Executive during the course of the Execusvemployment with tt
Bank.

(b) Enforcement. For purposes of this Section 9, #rent“Bank” shall include the Bank and the Company and all hafir
subsidiaries. Each such entity shall be an intértdied party beneficiary of this Agreement andlshave the right to enforce t
provisions of this Agreement against the Execuitigtvidually or collectively with any one or moré the other subsidiarie

(c) Equitable Relief. The Executive acknowledges agréed that, by reason of the sensitive natureefCibinfidential Information «
the Bank referred to in this Agreement, in addittorrecovery of damages and any other legal rétiefhich the Bank may |
entitled in the event of the Executigeviolation of this Agreement, the Bank shall aeentitled to equitable relief, includi
such injunctive relief as may be necessary to ptdtee interests of the Bank in such Confidentidbtmation and as may
necessary to specifically enforce the Exect's obligations under this Agreeme

10. HEADINGS FOR REFERENCE ONLY



The headings of sections and paragraphs hereimeigled solely for convenience of reference anallstot control the meaning
interpretation of any of the provisions of this Agment.

11. GOVERNING LAW
This Agreement shall be governed by the laws ofState of New York, but only to the extent not sspded by federal law.
12, ARBITRATION

Any dispute or controversy arising under or in oaction with this Agreement shall be settled exdlelsi by arbitration in accordance w
the rules of the American Arbitration Associatitven in effect. Judgment may be entered on thérardi's award in any court having jurisdiction.

13. SUCCESSOR TO THE EMPLOYER

The Employer shall require any successor or assjgmbether direct or indirect, by purchase, mergensolidation or otherwise, to all
substantially all the business or assets of thekBarthe Company, expressly and unconditionallageume and agree to perform the Emplo
obligations under this Agreement, in the same maand to the same extent that the Employer woulceheired to perform if no such succes:
or assignment had taken place.

14. REQUIRED PROVISION
Notwithstanding anything herein contained to thet@ry, any payments to Executive by the Bank, Waepursuant to this Agreemen

otherwise, are subject to and conditioned uporr t@npliance with Section 18(k) of the Federal D@ptnsurance Act, 12 U.S.C. § 1828(k),
the regulations promulgated thereunder in 12 C.Pdgt 359.

SIGNATURES
IN WITNESS WHEREOF , the Employer has caused this Agreement to beuts@@nd its seal to be affixed hereunto by ity dul
authorized officer, and Executive has signed thgse&ment, on the day and date first above written.

PATHFINDER BANK

12/23/08 By: /s/ Thomas W. Schneider

Date Thomas W. Schneider
President and Chiré&utive Officer

PATHFINDER BANCORP, INC.

12/23/08 By: /s/ Thomas W. Schneider

Date Thomas W. Schneider
President and Chiré&utive Officer

EXECUTIVE

12/23/08 By: /s/ M&da A. Miller
Date



AMENDED AND RESTATED EXECUTIVE SUPPLEMENTAL RETIREM ENT
INCOME AGREEMENT
FOR
CHRIS C. GAGAS

PATHFINDER BANK
Amended and Restated Effective January 1, 2005

Financial Institution Consulting Corporation
700 Colonial Road, Suite 260
Memphis, Tennessee 38117
WATS: 1-800-873-0089
FAX: (901) 684-7411
(901) 684-7400

AMENDED AND RESTATED
EXECUTIVE SUPPLEMENTAL RETIREMENT
INCOME AGREEMENT FOR CHRIS GAGAS
This Amended and Restated Executive SupplementieRent Income Agreement (the “Agreementf)dates and revises the Rest
Executive Supplemental Retirement Income Agreen(ir “Original Agreement”) for Chris C. Gagas (ttexecutive”), which was originall
effective as of September 1, 1998. The Bank hesirhamended and restated the Agreement with teation that the Agreement shall at all tir
satisfy Section 409A of the Internal Revenue Col2986, as amended (the “Codeid the regulations thereunder. Any referenceiméoethe
“Holding Company” shall mean Pathfinder Bancorps.land any reference herein to the “Mutual Holdidgmpany”shall mean Pathfind
Bancorp, M.H.C.
WITNESSETH:
WHEREAS, the Executive and the Bank entered into the Agretmi@&ted as of September 1, 1998; and

WHEREAS , Section 409A of the Internal Revenue Code (thedt), effective January 1, 2005, requires deferred corsguesr
arrangements to comply with its provisions andriggins and limitations on payments of deferrechpensation; and

WHEREAS , Code Section 409A and the final regulations idshereunder necessitate changes to the Agreeareht;
WHEREAS , the Executive has agreed to such changes; and

WHEREAS , the parties hereto desire to set forth the terhike amended and restated Agreement and thencamdiemployment
relationship of the Bank and the Executive; and

WHEREAS , the Bank and the Executives intend this Agreentertie considered an unfunded arrangement, magaagimimarily tc
provide supplemental retirement income for suchchtieges, members of a select group of managemehighty compensated employees of
Bank, for tax purposes and for purposes of the Byga Retirement Income Security Act of 1974, asrated.

NOW, THEREFORE , in consideration of the premises and of the muygt@mises herein contained, the Bank and the Bkexagree ¢
follows:

SECTION |
DEFINITIONS
When used herein, the following words and phrakeli Bave the meanings below unless the conteatlglindicates otherwise:

1.1 “Accrued Benefit Account’'means that portion of the Supplemental Retiremeobrhe Benefit which is required to be expensec
accrued under generally accepted accounting ptexi(GAAP) by any appropriate method which the BarBoard of Directors mi
require in the exercise of its sole discreti

1.2 “Act” means the Employee Retirement Income Security At9@4, as amended from time to tir

1.3 “Administrato” means the Banl

1.4 “Bank” means PATHFINDER BANK and any successor thei

1.5 “Beneficiary” means the person or persons (and their heirs)miesid as Beneficiary in Exhibit B of this Agreem@mtvhom the deceas
Executive’s benefits are payable. If no Benefigiarso designated, then the ExecutvBpouse, if living, will be deemed the Benefici
If the Executives Spouse is not living, then the Children of thedive will be deemed the Beneficiaries and velke on a per stirp

basis. If there are no Children, then the EstatheoExecutive will be deemed the Beneficie

1.6 “Benefit Age” means the Executive@seventieth (70th) birthday. Notwithstanding aleve, in the event of a Change in Control, folld
within thirty-six (36) months by the Executive’sluatary termination of employment on or after higtys second birthday for one of t



reasons set forth in Section 2.2 below, the Exeelgitermination shall not be considered a retirenfentpurposes of lowering tl
Executive s Benefit Age

1.7 “Benefit Eligibility Date” means the date on which the Executive is entitbecteive maximum Supplemental Retirement IncomaeBi
available under this plan. It shall be the firay @f the month following the month in which thedextive attains his Benefit Ag

1.8 “Board of Director” means the board of directors of the Be

1.9 “Cause”means personal dishonesty, willful misconduct, fuliimalfeasance, breach of fiduciary duty involvipgrsonal profit, intention
failure to perform stated duties, willful violatiaf any law, role, regulation (other than traffiolations or similar offenses), or final cease-
anc-desist order, material breach of any provisiorhaf Agreement, or gross negligence in matters dére importance to the Ban

1.10  “Change in Control"shall mean and include the following with respezttite Mutual Holding Company, the Bank, or the Hioj
Company:

0] a reorganization, merger, merger conversion, catesivn or sale of all or substantially all of thesets of the Bank, the Mut
Holding Company or the Holding Company, or a simtlansaction in which the Bank, the Mutual Holdi@gpmpany or th
Holding Company is not the resulting entity;

(ii) individuals who constitute the board of directofgte Bank, the Mutual Holding Company or the HolgliCompany on the d:
hereof (the “Incumbent Boardtease for any reason to constitute at least a ityajbereof, provided that any person becomi
director subsequent to the date hereof whose eteetas approved by a vote of at least thqearters of the directors compris
the Incumbent Board, or whose nomination for etectvas approved by the Holding Compangbminating committee which
comprised of members of the Incumbent Board, $i&lfor purposes of this clause (ii) considerethaagh he were a membel
the Incumbent Boar¢

Notwithstanding the foregoing, a “Change in Coritiafl the Bank or the Holding Company shall not bendeg to have occurr
if the Mutual Holding Company ceases to own attl®d8s6 of all outstanding shares of stock of thedit@y Company in connection witt
liquidation of the Mutual Holding Company into thiolding Company or a conversion of the Mutual HotdiCompany from mutual
stock form.

In addition, “Change in Controlshall mean and include the following with respecthe Bank or the Holding Company in
event that the Mutual Holding Company convertstéels form or in the event that the Holding Compéssues shares of its common st
to stockholders other than the Mutual Holding Comypa

Q) a change in control of a nature that would be meglio be reported in response to Item 5.01 ottheent report on Form B; as
in effect on the date hereof, pursuant to Secti®morl15(d) of the Securities Exchange Act of 198dréinafter the Exchang
Act”); or

2) an acquisition of “control’as defined in the Home Owners Loan Act, as amendad, applicable rules and regulati

promulgated thereunder, as in effect at the timthefChange in Control (collectively, the “HOLA3s determined by the Bo:
of Directors of the Bank or the Holding Company

3) at such time as

0] any “person” (as the term is used in Sections 13() 14(d) of the Exchange Act) or “group actingcancert”is ot
becomes the “beneficial owner” (as defined in RiBe-3 under the Exchange Act), directly or indirectlj securities ¢
the Bank representing Twenty Percent (20%) or mbthe combined voting power of the Bank’s or HolgliCompanyg
outstanding securities ordinarily having the rightote at the elections of directors, except for stock purchased by 1
Bank's Employee Stock Ownership Plan and/or the trudeusuch plan; ¢

(ii) a proxy statement is issued soliciting proxies fridra stockholders of the Holding Company by someather than th
current management of the Holding Company, seekiogkholder approval of a plan of reorganizatiorerger, o
consolidation of the Holding Company with one orrengorporations as a result of which the outstapdimares of tt
class of the Holding Comparsysecurities are exchanged for or converted irgb oa property or securities not issuet
the Holding Company

The term “personincludes an individual, a group acting in concartorporation, a partnership, an association, re
venture, a pool, a joint stock company, a trustyaimcorporated organization or similar compangyadicate or any other gro
formed for the purpose of acquiring, holding orpdising of securities. The term “acquinefeans obtaining ownership, cont
power to vote or sole power of disposition of stodkectly or indirectly or through one or morertsactions or subsidiaris
through purchase, assignment, transfer, exchamgeession or other means, including (1) an incréageercentage ownerst
resulting from a redemption, repurchase, revemekstplit or a similar transaction involving otheercurities of the same class;
(2) the acquisition of stock by a group of persang/or companies acting in concert which shall éented to occur upon 1
formation of such group, provided that an investhatvisor shall not be deemed to acquire the vaitogk of its advisee if tl
advisor (a) votes the stock only upon instructioonf the beneficial owner and (b) does not provite bheneficial owner wi
advice concerning the voting of such stock. Thentésecurity” includes nontransferable subscription rights issu@dguant to
plan of conversion, as well as a “security,” asrdef in 15 U.S.C. §78c(2)(1); and the term “actimgoncert’'means (1) knowir
participation in a joint activity or interdependeamgnscious parallel action towards a common goaltidr or not pursuant to
express agreement, or (2) a combination or poalfngpting or other interests in the securities ofigssuer for a common purpe
pursuant to any contract, understanding, relatipnstyreement or other arrangement, whether writestherwise. Further, acti



in concert with any person or company shall alsai®&emed to be acting in concert with any persocoonpany that
acting in concert with such other person or company

Notwithstanding the above definitions, the boaréiglicectors of the Bank or the Holding Company their absolut
discretion, may make a finding that a Change int@brof the Bank or the Holding Company has takdsce without th
occurrence of any or all of the events enumerabedea

1.11 Children” means the Executiv&'children, both natural and adopted, then livihgha time payments are due the Children unde
Agreement

1.12 “Code” means the Internal Revenue Code of 1986, as amédratedime to time

1.13 “Disability Benefi” means the benefit payable to the Executive follgvardetermination, in accordance with Section
1.14 “Effective Dat" of this Agreement is January 1, 20!

1.15 “Estat¢” means the estate of the Execut

1.16 “Interest Factor'for purposes of the Accrued Benefit Account, shalleight percent (8%) per annum, compounded mardblget forth i
Exhibit A.

1.17 “Payout Period’means the time frame during which certain bengifitgable hereunder shall be distributed. Paymdrd be made i
equal monthly installments commencing on the filesg of the month following the occurrence of themwvhich triggers distribution a
continuing for one hundred eighty (180) monthso8tl the Executive make a Timely Election to reeeavump sum benefit payment,
Executive s Payout Period shall be deemed to be one (1) m

1.18 “Plan Year” shall mean the calendar year. HowelRlan Year”’shall mean September 1, 1998 through December9®B, for the firs
Plan Year

1.19 “Retirement Age” means the Executive’s seventi@®'() birthday.

1.20 “Spous” means the individual to whom the Executive is Iggalarried at the time of the Execut’s death

1.21 “Supplemental Retirement Income Benefit” meansramal amount (_beforking into account federal and state income taygs)able i
monthly installments throughout the Payout Peridtie Supplemental Retirement Income Benefit payabléhe Executive is Six
Thousand Six Hundred and Eig-six ($60,686) Dollars, as set forth in Exhibit

1.22 “Survivor’'s Benefit”’means an annual amount payable to the Benefigiamyointhly installments throughout the Payout Peramplial to th
amount set forth in Exhibit A and according to Sdin 2.5,

1.23 “Timely Election” means the Executive has made an election to chthrgerm of his benefit payment(s) by filing withet Administrator
Notice of Election to Change Form of Payment (Eithi of this Agreement). Such election must be enad or before December
2008.

SECTION I

BENEFITS-GENERALLY

2.1 Retirement Benefi.

If the Executive is in service with the Bank umhching his Benefit Age, the Executive shall bétled to the Supplemental Retirement Incc
Benefit. Such benefit shall commence on the Exeeist Benefit Eligibility Date and shall be payableeiqual monthly installments throughout
Payout Period. In the event the Executive dieangttime after attaining his Benefit Age, but prtorcompletion of all such payments due
owing hereunder, the Bank shall pay to the ExeetdiBeneficiary a continuation of the monthly instahts for the remainder of the Pay
Period.

2.2 Termination Following a Change in Cont

If a Change in Control occurs, and within thirtx-§86) months following such Change in Control, theecutives employment is either

involuntarily terminated, or (ii) voluntarily termated by the Executive after: (A) a material chamyehe Executives function, duties, 1
responsibilities, which change would cause the Etee's position to become one of lesser responsibiliportance, or scope from the posi
the Executive held at the time of the Change inthn(B) a relocation of the Executiveprincipal place of employment by more than th{89)
miles from its location prior to the Change in Gohtor (C) a material reduction in the benefitsl gerquisites to the Executive from those b
provided at the time of the Change in Control, Executive shall be entitled to the full SuppleméReatirement Income Benefit set forth in Exh
A that Executive would have received had Executisatinued employment up through reaching his Bergfgibility Date, regardless of tl
Executives actual age on date of termination. Such besgleéil commence within thirty (30) days followingetExecutive reaching his Benefit £
and shall be payable in equal monthly installmehteughout the Payout Period. Notwithstanding firegoing, in the event the Executive

Specified Employee, as defined in Treasury Regaiafection 1.409AKi), the Supplemental Retirement Income Benefillsftommence upon tl
later of: (i) the first day of the seventh montiidwing the executives termination of employment or (ii) the date on eththe Executive attains |
Benefit Age. In the event that the Executive dieany time after termination of employment, bubpto commencement or completion of all s



payments due and owing hereunder, the Bank, suisessor, shall pay to the ExecutsvBeneficiary a continuation of the monthly instahts fo
the remainder of the Payout Period within thirtP)8ays of Executive’s death. For purposes of 8gstion 2.2, the Executiv@termination ¢
employment shall be construed to require a Separdtom Service as defined in Code Section 409A thedTreasury Regulations promulge
thereunder, such that the Bank and Executive redpanticipate that the level of bona fide sersittee Executive would perform after termina
would permanently decrease to a level that is fleas 50% of the average level of bona fide servmr$ormed (whether as an employee ¢
independent contractor) over the immediately priecp86-month period.

2.3 Termination For Caus

If the Executive is terminated for Cause, all béeefnder this Agreement shall be forfeited and thjireement shall become null and void.

2.4 Involuntary Termination of Employme

If the Executives employment with the Bank is involuntarily termtie@ for any reason, including a termination dueDtsability, bu
excluding termination for Cause, or terminationidaing a Change in Control within thirtyix (36) months following such Change
Control, within thirty (30) days following such inluntary termination of employment, the Executive ljis Beneficiary) shall be entitl
to the full Supplemental Retirement Income Bensét forth in Exhibit A that the Executive would leaveceived had the Execut
continued employment up through reaching his Beérligibility Date, regardless of the Executigeactual age at termination
employment. Such benefit shall commence withirtyH30) days following the Executive reaching Bisnefit Age and shall be payable
monthly installments throughout the Payout Peribdthe event the Executive dies prior to commera@nor completion of all su
payments due and owing hereunder, the Bank shaltgp¢the Executives Beneficiary a continuation of the monthly instadhts for th
remainder of the Payout Period.




2.5 Death During Employmer

If the Executive dies while employed by the Barle Executive’s Beneficiary shall be entitled to Swrvivor's Benefit. The Surviveg’
Benefit shall commence within thirty (30) days aftee Executives death and shall be payable in monthly installsi¢émtoughout tr
Payout Period.

SECTION Il

RETIREMENT BENEFIT

3.1 () Normal form of paymer.

If (i) the Executive is employed with the Bank limdaching his Retirement Age, and (ii) the Exeaathas not made a Timely Electior
receive a lump sum benefit, this Subsection 3 4lfa)l be controlling with respect to retirement &f@s.

The Executive shall be entitled to the SupplemeRg&tirement Income Benefit. Such benefit shall s@nce on the ExecutiveBenefi
Eligibility Date and shall be payable in monthlgtiallments throughout the Payout Period. In trenethe Executive dies at any time ¢
attaining his Benefit Age, but prior to completiof all the payments due and owing hereunder, thekBall pay to the Executive’
Beneficiary a continuation of the monthly instalimfor the remainder of the Payout Period.




(b) Alternative payout option

If (i) the Executive is employed with the Bank Umaching his Retirement Age, and (ii) the Exeathas made a Timely Election
receive a lump sum benefit, this Subsection 3.4ifaJl be controlling with respect to retirement éfis.

The balance of the amount represented by the Bxe&uAccrued Benefit Account, measured as of tkedative’s Benefit Age, shall t
paid to the Executive in a lump sum on his Bengfigibility Date. In the event the Executive diefter becoming eligible for su
payment (upon attainment of his Benefit Age), befiobe the actual payment is made, his Beneficiaall e entitled to receive the lul
sum benefit in accordance with this Subsectionb3.#thin thirty (30) days following the date ofelExecutive’s death.

3.2 Additional Death Benefit Burial Expense. In addition to the above-described benefits, ugmn Executive’s death, the Executise’
Beneficiary shall be entitled to receive a dime lump sum death benefit in the amount of TewuRand Dollars ($10,000.00). T
benefit shall be provided specifically for the pasp of providing payment for burial and/or funexgpenses of the Executive. Such be
shall be payable within thirty (30) days of the Extve’'s death. The ExecutiwBeneficiary shall not be entitled to such beniéfibe
Executive is removed for Cause prior to death.witbstanding anything in this Section 3.2 to thentcary, if the Executive is alsc
participant in any other Trustee Deferred Compéonisahgreement or an Executive Deferred Compensadigreement under which
additional $10,000 death benefit for burial expserisebeing paid, no additional death benefit shalpaid under this Section 3

SECTION IV

PRE-RETIREMENT DEATH BENEFIT

4.1 (a) Normal form of paymer.

If (i) the Executive dies while employed by the Baand (ii) the Executive has not made a TimelycHba to receive a lump sum bene
this Subsection 4.1(a) shall be controlling witemect to pre-retirement death benefits.




The balance of the amount represented by the ExetatAccrued Benefit Account, measured as of theditives death shall t
annuitized (using the Interest Factor) into monthigtallments and shall be payable to the Execidieneficiary for the Payc
Period. Such benefits shall commence within thi8y) days following the date of the Executive’'sitie The Executive’ Beneficiary ma
request to receive the remainder of any unpaid hiphenefit payments due from the Accrued Benefitdunt in a lump sum payment.
a lump sum payment is requested by the Beneficiheyamount of such lump sum payment shall be gquhk balance of the Executige
Accrued Benefit Account. Payment in such lump $arm shall be made only if the ExecutigeBeneficiary (i) obtains Board of Direc
approval, and (ii) notifies the Administrator initimg of such election within ninety (90) days falling the Executives death. Such lun
sum payment, if approved by the Board of Directsimll be payable within thirty (30) days followisgch Board of Director approval.

(b) Alternative payout option

If (i) the Executive dies while employed by the Baand (ii) the Executive has made a Timely Elacto receive a lump sum benefit, 1
Subsection 4.1(b) shall be controlling with resgeqgbre-retirement death benefits.

The balance of the amount represented by the BxetiAccrued Benefit Count, measured as of (i) Executives death, and (ii) shall
paid to the Executive’s Beneficiary in a lump suiithim thirty (30) days following the date of the &utive’s death.

SECTION V

RENDERING OF CONSULTING SERVICES

Beginning September 1, 1999, until the Executiveches Benefit Age, the Executive shall render geelsonable business consult
advisory and public relations services as the Astion’s Board of Directors may call upon the Executivettovide. In no event sh
such service exceed thirty (30) service days par.y&he Bank shall provide Executive with advanoéce sufficient to Executive of
desire to have such service provided. In renddtiege services, the Executive shall not be coresiiden employee of the Bank, but s
act in the capacity of an independent contracitre Executive shall not be required to perform ¢h&srvices during reasonable vace
periods or any periods of illness or disabilityurtRermore, the Executive shall be reimbursed lloexpenses incurred in performing si
services.




This service requirement shall not apply if Exeeels entitlement is limited to the balance represebtedhe Accrued Benefit Accou
pursuant to Section VI.

SECTION VI

BENEFIT(S) IN THE EVENT OF TERMINATION OF SERVICE

PRIOR TO RETIREMENT AGE

If the Executive voluntarily terminates employmavith the Bank before reaching his Benefit Age, otttean a voluntary terminatir
following a Change in Control in accordance withtbSection 2.2 hereof or for the purpose of rende@ogsulting Services pursuan
Section V, Executives Supplemental Retirement Benefit shall be limitethe balance represented by the Accrued BenefibAnt spree
out and payable over the Payout Period. Such patysiall commence on the date in which the Exeeuttaches his Benefit Age anc
payable over the Payout Period, provided, howetler,in the event the Executive is a Specified Eygdo as defined in Treasi
Regulation Section 1.409A¢), such Supplemental Retirement Income Benéiitlscommence upon the later of: (i) the first deythe
seventh month following the executigetermination of employment or (ii) the date on eththe Executive attains his Benefit Age.
purposes of this Section VI, the Executsé&rmination of employment shall be construedetuire a Separation from Service as defin
Code Section 409A and the Treasury Regulations pigeted thereunder, such that the Bank and Exexudigsonably anticipate that
level of bona fide services the Executive wouldfgen after termination would permanently decreasa tevel that is less than 50% of
average level of bona fide services performed (hdreds an employee or an independent contracter) tbe immediately preceding 36-
month period.




SECTION VI

DISABILITY BENEFIT

If the Executives service is terminated prior to Retirement Age ttua disability which meets the criteria set fopilow, the Executi
shall receive the Disability Benefit in lieu of thetirement benefit(s) available pursuant to Sectib(which is (are) not available prior
the Executive’s Benefit Eligibility Date).

For purposes of this Section “Disability” or “Didatd” shall mean the Executive: (i) is unable to engageny substantial gainful activ
by reason of any medically determinable physicahental impairment which can be expected to resudeath or can be expected to
for a continuous period of not less than 12 montiss, by reason of any medically determinablg/gical or mental impairment which ¢
be expected to result in death or can be expeotéast for a continuous period of not less thamidhths, receiving income replacen
benefits for a period of not less than 3 monthseuraah accident and health plan covering employé#sedExecutives employer; or (iii) i
determined to be totally disabled by the SocialuBigc Administration. In any instance in which it is determined that Ehescutive i
Disabled, the Executive shall be entitled to tHéofeing lump sum benefit(s). The lump sum bensjito which the Executive is entitl
shall be the balance represented by the AccruedfBéxtcount. The benefit(s) shall be paid withiiirty (30) days following the date t
Executive is determined to be Disabled. In thenéthe Executive dies after becoming eligiblesoch payment(s) but before the ac
payment(s) is (are) made, his Beneficiary shalkbtitled to receive the benefit(s) provided fortliis Section 7 within thirty (30) da
following the Executive’s death.




SECTION VI

BENEFICIARY DESIGNATION

The Executive shall make an initial designatiopifary and secondary Beneficiaries upon execuifdhis Agreement and shall have
right to change such designation, at any subsedimeet by submitting to the Administrator, in sud#ially the form attached as Exhibi
to this Agreement, a written designation of primamyd secondary Beneficiaries. Any Beneficiary gieation made subsequent
execution of this Agreement shall become effeatinly when receipt thereof is acknowledged in wgtby the Administrator.

SECTION IX

NON-COMPETITION

9.1 Non-Competition During Employmer.

In consideration of the agreements of the Bankainatl herein and of the payments to be made bBah& pursuant hereto, the Execu
hereby agrees that, for as long as he remains getbloy the Bank, he will devote substantially &lhis time, skill, diligence and attenti
to the business of the Bank, and will not activegage, either directly or indirectly, in any besia or other activity which is, or may
deemed to be, in any way competitive with or adwacsthe best interests of the business of the Bamlkss the Executive has the ¢
express written consent of the Bank.

9.2 Breach of No-Competition Claus.

@) Continued Employment Following Breac

In the event (i) any material breach by the Exeeutif the agreements and covenants described ige$tibn 8.1 occurs, and (i)
Executive continues employment at the Bank follansnich breach, all benefits under this Agreemestt ble forfeited.

(b) Termination of Employment FollowiBgeach.

In the event (i) any material breach by the Exeeutif the agreements and covenants described ireStibn 9.2 occurs, and (ii)
Executives employment with the Bank is terminated due tddureach, such termination shall be deemed to b€dase and the bene
under this Agreement shall be forfeited.

9.3 Non-Competition Following Employmel.

Executive further understands and agrees thagwiolly Executive’s termination of employment, thenBs obligation, if any, to mal
payments to the Executive under this Agreement bleatonditioned on the Executigsforbearance from actively engaging, either diy
or indirectly, in any business or other activityiethis, or may be deemed to be, in any way conipetith or adverse to the best inter
of the Bank, unless the Executive has the priotteniconsent of the Bank. In the event of the Hiiee's breach of the covenants .
agreements contained herein, further paymentst&xecutive shall cease and be forfeited.




SECTION X

EXECUTIVE 'S RIGHT TO ASSETS

The rights of the Executive, any Beneficiary, oy ather person claiming through the Executive urilisr Agreement, shall be solely th
of an unsecured general creditor of the Bank. Bkecutive, the Beneficiary, or any other personntilag through the Executive, sh
only have the right to receive from the Bank thpagments or amounts so specified under this AgraeniEhe Executive agrees that
his Beneficiary, or any other person claiming tlyiounim shall have no rights or interests whatso@vemny asset of the Bank, includ
any insurance policies or contracts which the Baaly possess or obtain to informally fund this Agneat. Any asset used or acquire(
the Bank in connection with the liabilities it hassumed under this Agreement shall not be deemtg held under any trust for the ber
of the Executive or his Beneficiaries, unless sas$et is contained in the rabbi trust describegeiction XIII of this Agreement. Any su
asset shall be and remain, a general, unpledgetiagisbie Bank in the event of the Bank’s insolwenc

SECTION Xl

RESTRICTIONS UPON FUNDING

The Bank shall have no obligation to set asidemask or entrust any fund or money with which to ptsy obligations under tr
Agreement. The Executive, his Beneficiaries or smgcessor in interest to him shall be and remaiplg a general unsecured credito
the Bank in the same manner as any other credieing a general claim for matured and unpaid comsgion. The Bank reserves
absolute right in its sole discretion to eitherghase assets to meet its obligations undertakehidygreement or to refrain from the s
and to determine the extent, nature, and methadidf asset purchases. Should the Bank decider¢bgse assets such as life insure
mutual funds, disability policies or annuities, tBank reserves the absolute right, in its solerdifan, to replace such assets from tirr
time or to terminate its investment in such asaetny time, in whole or in part. At no time shthi® Executive be deemed to have any
right, title or interest in or to any specific irstenent or to any assets of the Bank. If the Bde&tg to invest in a life insurance, disab
or annuity policy upon the life of the Executiveeh the Executive shall assist the Bank by freebnstting to a physical examination ¢
by supplying such additional information necesgargbtain such insurance or annuities.




SECTION Xl

ACT PROVISIONS

12.1 Named Fiduciary and Administrat. The Bank, as Administrator, shall be the Nameatli€iary of this Agreement. As Administrator,
Bank shall be responsible for the management, cbatrd administration of the Agreement as estabtidherein. The Administrator rr
delegate to others certain aspects of the manadgeamehoperational responsibilities of the Agreemémtluding the employment
advisors and the delegation of ministerial duttegualified individuals

12.2 Claims Procedure and Arbitratiorin the event that benefits under this Agreemeatnat paid to the Executive (or to his Beneficiaryhe
case of the Executive’death) and such claimants feel they are entitlegceive such benefits, then a written claim ningstmade to tt
Administrator within sixty (60) days from the dateyments are refused. The Administrator shallewthe written claim and, if the cla
is denied, in whole or in part, it shall providewmiting, within ninety (90) days of receipt of suclaim, its specific reasons for such de
reference to the provisions of this Agreement upbith the denial is based, and any additional riedter information necessary to pert
the claim. Such writing by the Administrator shhlrther indicate the additional steps which mustundertaken by claimants if
additional review of the claim denial is desir

If claimants desire a second review, they shaiifpntitte Administrator in writing within sixty (60dlays of the first claim denial. Claima
may review this Agreement or any documents relatingreto and submit any issues and comments, itingyithey may fe
appropriate. In its sole discretion, the Admirastr shall then review the second claim and prosiggitten decision within sixty (60) de
of receipt of such claim. This decision shall stdte specific reasons for the decision and shellide reference to specific provision:
this Agreement upon which the decision is based.

If claimants continue to dispute the benefit debiaéed upon completed performance of this Agreemeditthe Joinder Agreement or
meaning and effect of the terms and conditionsetbfethen claimants may submit the dispute to miesigadministered by the Americ
Arbitration Association (“AAA”) (or a mediator salted by the parties) in accordance with the Ad&Lommercial Mediation Rules.
mediation is not successful in resolving the disput shall be settled by arbitration administelsdthe AAA under its Commerc
Arbitration Rules, and judgment on the award reedday the arbitrator(s) may be entered in any doanving jurisdiction thereof.




SECTION Xl

MISCELLANEOUS

13.1 No Effect on Employment Right. Nothing contained herein will confer upon the Eixive the right to be retained in the serviceh®
Bank nor limit the right of the Bank to dischargeotherwise deal with the Executive without regtrdhe existence of the Agreeme

13.2 State Law. The Agreement is established under, and will drestrued according to, the laws of the state of Newk, to the extent su
laws are not preempted by the Act and valid regaatpublished thereunde

13.3 Severability. In the event that any of the provisions of thigrédement or portion thereof, are held to be indperar invalid by any cou
of competent jurisdiction, then: (i) insofar asrémsonable, effect will be given to the intent nfested in the provisions held invalid
inoperative, and (ii) the validity and enforcealilof the remaining provisions will not be affecténreby.

13.4 Incapacity of RecipientIn the event the Executive is declared incomgeded a conservator or other person legally chavgddthe car
of his person or Estate is appointed, any benefitier the Agreement to which such Executive idledtshall be paid to such conserv
or other person legally charged with the care sfd@rson or Estat

13.5 Unclaimed Benefit The Executive shall keep the Bank informed ofdusrent address and the current address of hisfB@aries. Th
Bank shall not be obligated to search for the wdleoets of any person. If the location of the Exieelis not made known to the Bank
of the date upon which any payment of any benéfits the Accrued Benefit Account may first be matihe, Bank shall delay payment
the Executives benefit payment(s) until the location of the BExe® is made known to the Bank; however, the Bstml only be obligate
to hold such benefit payment(s) for the Executintl the expiration of thirty-six (36) months. Upexpiration of the thirtysix (36) montl
period, the Bank may discharge its obligation byrpant to the Executive’s Beneficiary. If the |Idoatof the Executives Beneficiary i
not made known to the Bank by the end of an aduitibwo (2) month period following expiration ofetfthirty-six (36) month period, tt
Bank may discharge its obligation by payment toEkecutives Estate. If there is no Estate in existence et sme or if such fact canr
be determined by the Bank, the Executive and hiseBeary(ies) shall thereupon forfeit any rightowded for such Executive and
Beneficiary under this Agreemel




13.6 Limitations on Liability. Notwithstanding any of the preceding provisiofish@ Agreement, no individual acting as an empoge ager
of the Bank, or as a member of the Board of Dinecthall be personally liable to the Executive iy ather person for any claim, lo
liability or expense incurred in connection witke tAgreement

13.7 Gender. Whenever in this Agreement words are used inntlasculine or neuter gender, they shall be readcandtrued as in tl
masculine, feminine or neuter gender, whenever sheyld so apply

13.8 Effect on Other Corporate Benefit Agreemenitdothing contained in this Agreement shall affibet right of the Executive to participate
or be covered by any qualified or ngnalified pension, profit sharing, group, bonustirer supplemental compensation or fringe be
agreement constituting a part of the B's existing or future compensation structi

13.9 Suicide. Notwithstanding anything to the contrary in thigreement, if the Executive’death results from suicide, whether sane or &
within twentysix (26) months after execution of this Agreemaiitbenefits under this Agreement shall be forfitend this Agreeme
shall become null and voi

13.10 Inurement. This Agreement shall be binding upon and shalierto the benefit of the Bank, its successorsaamsitjns, and the Executi
his successors, heirs, executors, administratndsBaneficiaries

13.11 Headings. Headings and subeadings in this Agreement are inserted for ref@eand convenience only and shall not be deemexit @
this Agreement

13.12 Source of PaymentsAll payments provided in this Agreement shalltioeely paid in cash or check from the general fuafithe Bank c
the assets of the rabbi tru

13.13 Tax Withholding and Code Section 409A Taxeény distribution under this Agreement shall leelwuced by the amount of any ta
required to be withheld from such distribution. iSTAgreement shall permit the acceleration of theetor schedule of a payment to
employment related taxes as permitted under Trgd®egulation Section 1.4093§) or to pay any taxes that may become due atiams
that the arrangement fails to meet the requirementode Section 409A and the regulations and oth@dance promulgat
thereunder. In the latter case, such payments sbiakxceed the amount required to be includethdome as the result of the failure
comply with the requirements of Code Section 4C

13.14 Acceleration of PaymentsExcept as specifically permitted herein or inestBections of this Agreement, no acceleratiorheftime o
schedule of any payment may be made hereundemwitNstanding the foregoing, payments may be acatddrhereunder by the Bank
accordance with the provisions of Treasury Regutaection 1.409/(j)(4) and any subsequent guidance issued by thited) State
Treasury Department. Accordingly, payments mayabeelerated, in accordance with requirements amdlitons of the Treasu
Regulations (or subsequent guidance) in the foligwdircumstances: (i) as a result of certain doimestations orders; (ii) in complian
with ethics agreements with the Federal governm@itin compliance with ethics laws or conflicté interest laws; (iv) in limited cash-
outs (but not in excess of the limit under Codeti8act02(g)(1)(B)); (v) in the case of certain distitions to avoid a noalocation yee
under Code Section 409(p); (vi) to apply certaifsetfs in satisfaction of a debt of the Executivéhi Bank; (vii) in satisfaction of cert:
bona fide disputes between the Executive and thmd;Ba (viii) for any other purpose set forth iretireasury Regulations and subseq
guidance




SECTION XIV

ESTABLISHMENT OF RABBI TRUST

The Bank shall establish a rabbi trust into which Bank shall contribute assets which shall be tteddein, subject to the claims of
Bank’s creditors in the event of the Bank’s “Insiey” as defined in the agreement which establishes soth trust, until the contribut
assets are paid to the Executive and/or his Baagfith such manner and at such times as spedifidls Agreement. It is the intention
the Bank that the contributions to the rabbi tislsll provide the Bank with a source of funds tsistst in meeting the liabilities of tt
Agreement. The rabbi trust and any assets hetdithshall conform to the terms of the rabbi tragteement which has been establish
conjunction with the Agreement. To the extentldrguage in this Agreement is modified by the laggiin the rabbi trust agreement,
rabbi trust agreement shall supersede this Agreenfery contributions to the rabbi trust shall beade during each Plan Year
accordance with the rabbi trust agreement. Theuatnaf such contribution(s) shall be equal to thiegresent value of all benefit accro
under this Agreement, if any, less: (i) previoustcbutions made on behalf of the Executive tordigbi trust, and (ii) earnings to date
all such previous contributions.

SECTION XV

AMENDMENT/ TERMINATION

15.1 Amendment. This Agreement shall not be amended, modifiedeominated at any time, in whole or part, withdlie mutual writte
consent of the Executive and the Bank, and suchiahabnsent shall be required even if the Execusive longer employed by the Bai

15.2 Complete Termination Subject to the requirements of Code Section 408Ahe event of complete termination of the Agneat, thi

Agreement shall cease to operate and the Bank énalbut to the Executive his benefit as set fodtow. Such complete terminatior
the Agreement shall occur only under the followomgumstances and conditior

@)

(b)

(©

The Bank may terminate the Agreement within twgl/2) months of a corporate dissolution taxed ur@ede Section 331,
with approval of a bankruptcy court pursuant tdlL$.C. §503(b)(1)(A), provided that the amountsedefd under the Agreem:
are included in the Executive’gross income in the latest of (i) the calendarye which the Agreement terminates; (i)
calendar year in which the amount is no longeresttiip a substantial risk of forfeiture; or (iifet first calendar year in which 1
payment is administratively practicab

The Bank may terminate the Agreement within thetyHi30) days preceding a Change in Control (butfalbowing a Change |
Control), provided that the Agreement shall onlytteated as terminated if all substantially simédamangements sponsored by
Bank are terminated so that the Executive andxatetives under substantially similar arrangemeanésrequired to receive
amounts of compensation deferred under the terednatrangements within twelve (12) months of thie @ the termination
the arrangements. For these purposes, “Changernitrdl’ shall be defined in accordance with the TreasurguReions unde
Code Section 409/

The Bank may terminate the Agreement provided filathe termination and liquidation does not ocpuwximate to a downtu
in the financial health of the Bank; (ii) all argements sponsored by the Bank that would be aggegeth this Agreeme
under Treasury Regulations Section 1.4094)} if the Executive covered by this Agreement a0 covered by any of thc
other arrangements are also terminated; (iii) ngmmats other than payments that would be payabtieruthe terms of th
arrangement if the termination had not occurrednaade within twelve (12) months of the terminatafrthe arrangement; (iv)
payments are made within twerfgur (24) months of the termination of the arrangats; and (v) the Bank does not adopt a
arrangement that would be aggregated with any tert@d arrangement under Treasury Regulations BetttD9A4(c) if the
Executive participated in both arrangements, attemg within three years following the date of témation of the arrangemer




SECTION XVI
EXECUTION
16.1 This Agreement sets forth the entire understandihthe parties hereto with respect to the transasticontemplated hereby, and
previous agreements or understandings betweenattiiegphereto regarding the subject matter hereofreerged into and supersedec
this Agreement

16.2 This Agreement shall be executed in triplicate hezapy of which, when so executed and delivereal §le an original, but all three cop
shall together constitute one and the same instti

[Remainder of page intentionally left blank]

IN WITNESS WHEREOF , the Bank and the Executive have caused this Aggaeto be executed on the day and date first above
written.

PATHFINDER BANK :

By: /sl Thomas W. Schneid

12/23/08 President and CE

DATE (Title)
EXECUTIVE :

12/23/08 /sl Chris C. Gaga

DATE




RELATED EXECUTIVE SUPPLEMENTAL RETIREMENT INCOME AG REEMENT
FOR CHRIS C. GAGAS
CONDITIONS, ASSUMPTIONS, AND SCHEDULE OF BENEFITS
The Interest Factor for purposes of the AccruedeieAccount shall be eight percent (8%) per anncompounded monthl
Benefit Age shall be seventy (7!

Supplemental Retirement Income Benefit means aradatly determined annual amount equal to Sixtgpddand Six Hundred and Eight-
Six Dollars ($60,686) at age 7

The annua“Survivor' s Benefi” shall be$60,686.0(, subject to Subsection 2

Receipt of the Supplemental Retirement Income Be¢mfthe Survivor’s Benefit) shall be subjectatb provisions of this Agreement.




AMENDED AND RESTATED
EXECUTIVE SUPPLEMENTAL RETIREMENT
INCOME AGREEMENT
BENEFICIARY DESIGNATION
The Executive, under the teams of the Amended agstaRed Executive Supplemental Retirement Incomeedkgent executed by 1
Bank, dated the 1st day of January, 2005, herebiguaiates the following Beneficiary(ies) to receamsy guaranteed payments or death ber
under such Agreement, following his death:
PRIMARY BENEFICIARY: Constance Gagas
SECONDARY BENEFICIARY: Anastasia, Charles, Gregokgam per stirpes
This Beneficiary Designation hereby revokes angrdgieneficiary Designation which may have beenfiecs.

Such Beneficiary Designation is revocable.

DATE: December 23, 2008

/sl Thomas W. Schneid /al Chris C. Gaga
(WITNESS) EXECUTIVE

/s/ Lorna Hall
(WITNESS)




AMENDED AND RESTATED
EXECUTIVE SUPPLEMENTAL RETIREMENT INCOME AGREEMENT
NOTICE OF ELECTION TO CHANGE FORM OF PAYMENT

TO: Bank

Attention:

| hereby give notice of my election to change therf of payment of my Supplemental Retirement Inc@eaefit, as specified belowl
understand that such notice, in order to be effectie, must be submitted on or before December 31, 200 You may_notuse this election for
to change your form of your benefit with respecp&yments that are scheduled to be made to yoQd8,2r otherwise cause payments to be |

to you in 2008.

| hereby elect to change the form of payment oftragefits from monthly installments throughout my®&at Period to a lurr
sum benefit paymen

| hereby elect to change the form of payment ofbagefits from a lump sum benefit payment to month$tallments througho
my Payout Period. Such election hereby revokegmayious notice of election to receive a lump som of benefit payment

Executive

Date

Acknowledgec
By:

Title:

Date




AMENDED AND RESTATED
SECOND EXECUTIVE SUPPLEMENTAL RETIREMENT
INCOME AGREEMENT
FOR THOMAS SCHNEIDER

PATHFINDER BANK

Amended and Restated Effective January 1, 2005

Financial Institution Consulting Corporation
700 Colonial Road, Suite 260
Memphis, Tennessee 38117
WATS: 1-800-873-0089
FAX: (901) 684-7411
(901) 684-7400

AMENDED AND RESTATED SECOND EXECUTIVE SUPPLEMENTAL RETIREMENT INCOME AGREEMENT FOR THOMAS
SCHNEIDER

This Amended and Restated Executive SupplementideRent Income Agreement (the “Agreementf)dates and revises the Rest
Executive Supplemental Retirement Income Agreerftbet “Original Agreement”) for Thomas Schneidere(tfiexecutive”),which was originall
effective as of September 1, 1998. The Bank hesirhamended and restated the Agreement with teation that the Agreement shall at all tir
satisfy Section 409A of the Internal Revenue Cod&986, as amended (the “Codeldd the regulations thereunder. Any referenceimeoethe
“Holding Company” shall mean Pathfinder Bancorpg.land any reference herein to the “Mutual Holdidgmpany”shall mean Pathfind
Bancorp, M.H.C.

WITNESSETH:
WHEREAS , the Executive is employed by the Bank; and

WHEREAS , the Bank and Executive entered into the Seconeclive Supplemental Retirement Income AgreementTiioma:
Schneider (the “Original Agreement”) on thé day of September, 1998; and

WHEREAS , Section 409A of the Internal Revenue Code (thedt), effective January 1, 2005, requires deferred cosgéor
arrangements, including those set forth in defeomapensation arrangements, to comply with itsvigions and restrictions and limitations
payments of deferred compensation; and

WHEREAS , Code Section 409A and the final regulations idstleereunder in April of 2007 necessitate changeshé Origine
Agreement; and

WHEREAS , the Bank believes it is in the best interestthefBank to amend and restate the Original Agre¢mearder to reinforce ar
reward Executive for his service and dedicatiothtocontinued success of the Bank and incorponatetianges required by the new tax laws; and



WHEREAS , the parties hereto desire to set forth the teomthe amended and restated Agreement and thencordi employmel
relationship of the Bank and Executive.

NOW, THEREFORE , in consideration of the premises and of the nmyit@mises herein contained, the Bank and the Bkeragree as
follows:

SECTION |
DEFINITIONS
When used herein, the following words and phrakeli Bave the meanings below unless the conteatlglindicates otherwise:

1.1 “Accrued Benefit Account” shall be represented by bookkeeping entries required to record the Bikexs (i) Phantom Contributiol
plus (i) accrued interest, equal to the Interesttér, earned tdate on such amounts. However, neither the existehsuch bookkeepi
entries nor the Accrued Benefit Account itself slh@l deemed to create either a trust of any kindy fiduciary relationship between
Bank and the Executive or any Beneficie

1.2 “Act” means the Employee Retirement Income Security At9d4, as amended from time to tir
1.3 “Administrato” means the Banl
1.4 “Bank” means PATHFINDER BANK and any successor thel

1.5 “Beneficiary” means the person or persons (and their heirs)mieid as Beneficiary in Exhibit B of this Agreememtvhom the deceas
Executive’s benefits are payable. If no Beneficimrgo designated, then the ExecutivBpouse, if living, will be deemed the Benefici
If the Executives Spouse is not living, than the Children of theedtive will be deemed the Beneficiaries and veike on a per stirp
basis. If there are no Children, then the Estata@Executive will be deemed the Beneficie

1.6 “Benefit Age” means the Executive’s six¢gcond (62nd) birthday. Notwithstanding the abaole, Executive may, in his sole discret
elect to Separate from Service on or after the &kex's sixty-second (62nd) birthday and, in suvhrd, the Executive’ age on such d:
shall constitute his “Benefit Age”; provided, hoveeythat in the event of a Change in Control, feld within thirtysix (36) months b
the Executive’s voluntary Separation from Servioeoo after his sixty-second birthday for one of teasons set forth in Section 2.1(b)(2)
(i) below, the Executiv's termination shall not be considered a retirerfmmpurposes of lowering the Execuf's Benefit Age

1.7 “Benefit Eligibility Date” means the date on which the Executive is entitegtteive any benefit(s) pursuant to Section(spilV of this
Agreement. It shall be the first day of the moinllowing the month in which the Executive attalis Benefit Age

1.8 “Board of Director” means the board of directors of the Be

1.9 “Cause”means personal dishonesty, willful misconduct, fuliimalfeasance, breach of fiduciary duty involvipgrsonal profit, intention
failure to perform stated duties, willful violatiamf any law, role, regulation (other than traffiokations or similar offenses), or final cease-
anc-desist order, material breach of any provisiorhaf Agreement, or gross negligence in matters dére importance to the Ban

1.10 “Change in Control’shall mean and include the following with respextthe Mutual Holding Company, the Bank, or the Hiaj
Company:

(i) a reorganization, merger, merger conversion, catesibn or sale of all or substantially all of thesets of the Bank, the Mut
Holding Company or the Holding Company, or a simtl@nsaction in which the Bank, the Mutual Holdi@gmpany or th
Holding Company is not the resulting entity;

(ii) individuals who constitute the board of directofglee Bank, the Mutual Holding Company or the HolgliCompany on the d:
hereof (the “Incumbent Boardtease for any reason to constitute at least a ityajbereof, provided that any person becomi
director subsequent to the date hereof whose eteetas approved by a vote of at least thgqearters of the directors compris
the Incumbent Board, or whose nomination for etectvas approved by the Holding Compangbminating committee which
comprised of members of the Incumbent Board, $i&lfor purposes of this clause (ii) considerethasgh he were a membel
the Incumbent Boar¢

Notwithstanding the foregoing, a “Change in Coritfl the Bank or the Holding Company shall not bendeg to have occurr:
if the Mutual Holding Company ceases to own attl®d8s6 of all outstanding shares of stock of thedit@j Company in connection witt
liquidation of the Mutual Holding Company into thiolding Company or a conversion of the Mutual HotdiCompany from mutual
stock form.

In addition, “Change in Controlshall mean and include the following with respecthe Bank or the Holding Company in
event that the Mutual Holding Company convertstéels form or in the event that the Holding Compéssues shares of its common st
to stockholders other than the Mutual Holding Compa

Q) a change in control of a nature that would be meglio be reported in response to Item 5.01 ottheent report on Form B; as
in effect on the date hereof, pursuant to Secti®mrl15(d) of the Securities Exchange Act of 198dr¢inafter the Exchang
Act”); or



2) an acquisition of “control’as defined in the Home Owners Loan Act, as amendad, applicable rules and regulati
promulgated thereunder, as in effect at the timthefChange in Control (collectively, the “HOLA'3s determined by the Bo:
of Directors of the Bank or the Holding Company

3) at such time as

0] any “person” (as the term is used in Sections 13() 14(d) of the Exchange Act) or “group actingcancert”is ot
becomes the “beneficial owner” (as defined in RiBe-3 under the Exchange Act), directly or indirectly securities ¢
the Bank representing Twenty Percent (20%) or mbithe combined voting power of the Bank’s or HogliCompanyg
outstanding securities ordinarily having the rightote at the elections of directors, except for stock purchased by 1
Bank's Employee Stock Ownership Plan and/or the trudeusuch plan; ¢

(ii) a proxy statement is issued soliciting proxies fritve stockholders of the Holding Company by someather than th
current management of the Holding Company, seekiogkholder approval of a plan of reorganizatiorerger, o
consolidation of the Holding Company with one orrencorporations as a result of which the outstapdimares of tt
class of the Holding Comparsysecurities are exchanged for or converted irgb oa property or securities not issuet
the Holding Company

The term “personincludes an individual, a group acting in concartorporation, a partnership, an association, re
venture, a pool, a joint stock company, a trustyaimcorporated organization or similar compangyadicate or any other gro
formed for the purpose of acquiring, holding orpdising of securities. The term “acquinefeans obtaining ownership, cont
power to vote or sole power of disposition of stodkectly or indirectly or through one or morertsactions or subsidiari
through purchase, assignment, transfer, exchamgegssion or other means, including (1) an incréageercentage ownerst
resulting from a redemption, repurchase, revemekstplit or a similar transaction involving otheercurities of the same class;
(2) the acquisition of stock by a group of persandg/or companies acting in concert which shall éented to occur upon 1
formation of such group, provided that an investhavisor shall not be deemed to acquire the vaitogk of its advisee if tl
advisor (a) votes the stock only upon instructioomf the beneficial owner and (b) does not provite beneficial owner wi
advice concerning the voting of such stock. Thentésecurity” includes nontransferable subscription rights issu@dguant to
plan of conversion, as well as a “security,” asrdef in 15 U.S.C. §78c(2)(1); and the term “aciimgoncert’'means (1) knowir
participation in a joint activity or interdependerginscious parallel action towards a common goatidr or not pursuant to
express agreement, or (2) a combination or poalfngpting or other interests in the securities ofigssuer for a common purpe
pursuant to any contract, understanding, relatipnstyreement or other arrangement, whether writestherwise. Further, acti
in concert with any person or company shall alsaéemed to be acting in concert with any persocooampany that is acting
concert with such other person or company.

Notwithstanding the above definitions, the boaréiglicectors of the Bank or the Holding Company their absolut
discretion, may make a finding that a Change intf@brof the Bank or the Holding Company has takésmce without th
occurrence of any or all of the events enumerabedea

1.11 “Children” means the Executive’children, both natural and adopted, then livihghe time payments are due the Children unde
Agreement

1.12 “Cod¢’ means the Internal Revenue Code of 1986, as amdrmedime to time

1.13 “Contribution(s)” means those annual contributions which the Bamkdsired to make to the Retirement Income TrustdFam behalf ¢
the Executive in accordance with Subsection 2 4iia)in the amounts set forth in Exhibit A of therégment

1.14 “Disability Benefit” means the benefit payable to the Executive follgwardetermination, in accordance with Section &t ttie is no long:
able, properly and satisfactorily, to perform higiels at the Ban}

1.15 “Effective Dat" of this restated Agreement shall be January 1, 2

1.16 “Estat¢’ means the estate of the Execut

1.17 “Interest Fact” means monthly compounding, discounting or annuigjzas applicable, at a rate set forth in Exhibi

1.18 “Payout Period’means the time frame during which certain bengfitgable hereunder shall be distributed. Paymerah B made i
equal monthly installments commencing on the filesg of the month following the occurrence of themwvhich triggers distribution a
continuing for ondhundred and eighty (180) months. Should the Exeeutiake a Timely Election to receive a lump sumefiepayment
the Executiv’s Payout Period shall be deemed to be one (1) m

1.19 “Phantom Contributionsineans those annual Contributions which the Bamoibbnger required to make on behalf of the Exeeutd the
Retirement Income Trust Fund. Rather, once the ke has exercised the withdrawal rights provifl@din Subsection 2.2, the Ba
shall be required to record the annual amountdosét in Exhibit A of the Agreement in the Execwis Accrued Benefit Accour
pursuant to Subsection 2

1.20 “Plan Yea" shall mean the calendar ye

1.21 “Retirement Age” means the Executive’s sixty-sec@6and) birthday provided, however, that the Exeels actual Separation frc
Service from full-time employment may occur on fieathe Executive attains age sixtye (62) or at any later date mutually agreed 1



by the parties

1.22 “Retirement Income Trust Fundheans the trust fund account established by theufixe and into which annual Contributions will
made by the Bank on behalf of the Executive purst@Subsection 2.1. The contractual rights ofBla@k and the Executive with resg
to the Retirement Income Trust Fund shall be oedlim a separate writing to be known as the ThdBaseider Grantor Trust agreeme

1.23 “Separation from Service” means Executs/eétirement or other termination of employmenthvitie Bank within the meaning of Cc
Section 409A. No Separation from Service shalllbemed to occur due to military leave, sick leavetber bona fide leave of absenc
the period of such leave does not exceed six mamth# longer, so long as Executigetight to reemployment is provided by law
contract. If the leave exceeds six months and Ekexs right to reemployment is not provided by law grdontract, then Executive st
have a Separation from Service on the first dataediately following such s-month period

Whether a Separation from Service has occurredtsrigiined based on whether thefacts and circumestaindicate that the Bank and
Executive reasonablyanticipated reasonably anteipiaat the level of bona fide services the Exeeutvould perform after termination wol
permanently decrease to a level that is less thé&h & the average level of bona fide services paréal (whether as an employee or an indepe
contractor) over the immediately preceding 36-mguehod.

1.24 “Spous” means the individual to whom the Executive is Iggalarried at the time of the Execut's death

1.25 “Supplemental Retirement Income Benefitéans an annual amount (before taking into acdedieral and state income taxes), payak
monthly installments throughout the Payout Perfaatch benefit is projected pursuant to the Agreerfarthe purpose of determining
Contributions to be made to the Retirement IncomesfTFund (or Phantom Contributions to be recoidatie Accrued Benefit Accoun
The annual Contributions and Phantom Contributloage been actuarially determined, using the assangpset forth in Exhibit A, i
order to fund for the projected Supplemental Retest Income Benefit. The Supplemental Retiremerbrime Benefit for whic
Contributions (or Phantom Contributions) are baimage (or recorded) is set forth in Exhibit

1.26 “Timely Election” means the Executive has made an election to cltaegerm of his benefit payment(s) on or before &wsber 31, 20C
by filing with the Administrator a Notice of Eleota to Change Form of Payment (Exhibit C of this égmnent). In the case of bene
payable from the Accrued Benefit Account, a Timelgction shall be made by filing with the Bank aafisition Year Election For
(Exhibit D of this Agreement), provided that sudbotion is made on or before December 31, 200&hdncase of benefits payable f
the Retirement Income Trust Fund, such election beasnade at any tim

SECTION Il

BENEFITS-GENERALLY

2.1 (a) Retirement Income Trust Fund andrded Benefit Account The Executive shall establish the Thomas Sclenésdantor Tru:
into which the Bank shall be required to make ah@amtributions on the Executivebehalf, pursuant to Exhibit A and this Sectioof
the Agreement. A trustee shall be selected by tkeclive. The trustee shall maintain an accourpasge and distinct from t
Executives personal contributions, which account shall donetthe Retirement Income Trust Fund. The trustesdl be charged with t
responsibility of investing all contributed fund3istributions from the Retirement Income Trust Fwofdhe Thomas Schneider Grar
Trust may be made by the trustee to the Execuftrepurposes of payment of any income or employntareés due and owing
Contributions by the Bank to the Retirement Incofnest Fund, if any, and on any taxable earnings@ated with such Contributio
which the Executive shall be required to pay frosaryto year, under applicable law, prior to acteakipt of any benefit payments fr
the Retirement Income Trust Fund. If the Executixercises his withdrawal rights pursuant to Sulize®.2, the Banls obligation t
make Contributions to the Retirement Income Trustd-shall cease and the Bamldbligation to record Phantom Contributions in
Accrued Benefit Account shall immediately continerursuant to Exhibit A and this Section Il of tAgreement. To the extent t
Agreement is inconsistent with the Thomas Schne@lentor Trust Agreement, the Thomas Schneider t@rafrust Agreement sh.
supersede this Agreeme

The annual Contributions (or Phantom Contributioresgjuired to be made by the Bank to the Retirermame Trust Fund (or recorded
the Bank in the Accrued Benefit Account) have beetuarially determined and are set forth in Exhibitvhich is attached hereto
incorporated herein by reference. Contributiondl sleamade by the Bank to the Retirement IncomesfTRund (i) within seventfive (75)
days of establishment of such trust, and (ii) witttie first thirty (30) days of the beginning ofckasubsequent Plan Year, unless
Section expressly provides otherwise. Phantom @uanions, if any, shall be recorded in the AccriBsthefit Account within the first thin
(30) days of the beginning of each applicable Pfaar, unless this Section expressly provides otiserwPhantom Contributions st
accrue interest at a rate equal to the InteresbFaduring the Payout Period, until the balancéhef Accrued Benefit Account has b
fully distributed. Interest on any Phantom Conttiba shall not commence until such Payout Periadroences.

The Administrator shall review the schedule of airContributions (or Phantom Contributions) prodder in Exhibit A (i) within thirty
(30) days prior to the close of each Plan Year @indf the Executive is employed by the Bank urditaining Retirement Age, on
immediately before attainment of such Retiremene.Auch review shall consist of an evaluation efdbcuracy of all assumptions use
establish the schedule of Contributions (or PhanBamtributions). Provided that (i) the Executiveesmot exercised his withdrawal rig
pursuant to Subsection 2.2 and (ii) the investmeatgained in the Retirement Income Trust Fund Haaen deemed reasonable by
Bank, the Administrator shall prospectively amendsopplement the schedule of Contributions proviéadin Exhibit A should th
Administrator determine during any such review tatincrease in or supplement to the schedule afribations is necessary in orde
adequately fund the Retirement Income Trust Funéssto provide an annual benefit (or to provide Ithrap sum equivalent of su
benefit, as applicable) equal to the Supplemengsir@nent Income Benefit, on an aftax basis, commencing at Benefit Age and pay
for the duration of the Payout Period.

(b) Withdrawal Rights Not Exercise.




Q) Contributions Made Annually

If the Executive does not exercise any withdravigits pursuant to Subsection 2.2, the annual Gartidns to the Retirement Inco
Trust Fund shall continue each year, unless thilss&ation 2.1(b) specifically states otherwise,luh@ earlier of (i) the last Plan Year t
Contributions are required pursuant to Exhibit A(i) the Plan Year of the Executive’s terminatiohemployment.

2) Termination Following a Change inn@ol

If the Executive does not exercise his withdravigits pursuant to Subsection 2.2 and a Change imr@accurs at the Bank, follow
within thirty-six (36) months by either (i) the Eowtive’s involuntary termination of employment, (@ Executive’s voluntary terminatic
of employment after: (A) a material change in theedutives function, duties, or responsibilities, which cganwould cause tl
Executives position to become one of lesser responsibilitygortance, or scope from the position the Exeeutield at the time of tl
Change in Control, (B) a relocation of the Execefvprincipal place of employment by more than th{B9) miles from its location pri
to the Change in Control, or (C) a material reducin the benefits and perquisites to the Executiom those being provideat the tim
of the Change in Control, the Contribution setharh Schedule A shall continue to be required efBank. The Bank shall be requires
make an immediate lump sum contribution to ther@etent Income Trust Fund equal to (i) the full Gimition required for the Plan Ye
in which such termination occurs, if not yet magples (ii) the present value (computed using a dietoate equal to the Interest Factol
all remaining Contributions to the Retirement Ineifrust Fund; provided, however, in no event stiadl Contribution be less than
amount which is sufficient to provide the Executwigh aftertax benefits (assuming a constant tax rate equdletoate in effect as of t
date of Executives termination) beginning at his Benefit Age, equmlamount to that benefit which would have beenabdg to th:
Executive if no secular trust had been implemeatatithe benefit obligation had been accrued uné8 Apinion No. 12, as amended
FAS 106.

3) Termination For Cause

If the Executive does not exercise his withdravights pursuant to Subsection 2.2, and is termingte€ause pursuant to Subsection
no further Contribution(s) to the Retirement Incomrast Fund shall be required of the Bank, andbifyet made, no Contribution shall
required for the Plan Year in which such terminafior Cause occurs.

4) Involuntary Termination of Employnien

If the Executive does not exercise his withdrawghts pursuant to Subsection 2.2, and the Execstieeployment with the Bank
involuntarily terminated for any reason, includiagermination due. to disability of the Executivét kxcluding termination for Cause,
termination following a Change in Control within émtyfour (24) months of such Change in Control, witkirty (30) days of suc
involuntary termination of employment, the Bank lklee required to make an immediate lump sum Cbation to the Executive’
Retirement Income Trust Fund in an amount equah¢o (i) the full Contribution required for the RI&ear in which such involunta
termination occurs, if not yet made, plus (ii) ffresent value (computed using a discount rate gquak Interest Factor) of all remain
Contributions to the Retirement Income Trust Fymmdyvided however, that, if necessary, an amourit beecontributed to the Retirem
Income Trust Fund which is sufficient to provide thxecutive with after tax benefits (assuming astamt tax rate equal to the rats
effect as of the date of the Executiwgéermination) beginning at his Benefit Age, eguaamount to that benefit which would have t
payable to the Executive if no secular trust haghbienplemented and the benefit obligation had teeenued under APB Opinion No. .
as amended by FAS 106.

(5) Death During Employment

If the Executive does not exercise any withdravgtits pursuant to Subsection 2.2, and dies whilpleyed by the Bank, and if, followil
the Executives death, the assets of the Retirement Income TFustl are insufficient to provide the Supplementati®ment Incom
Benefit to which the Executive is entitled, the Bahall be required to make a Contribution to tleif@ment Income Trust Fund eque
the sum of the remaining Contributions set fortiEahibit A, after taking into consideration any pagnts under any life insurance polic
that may have been obtained on the Execwili& by the Retirement Income Trust Fund. Suckalficontribution shall be payable ii
lump sum to the Retirement Income Trust Fund withirty (30) days of the Executive’s death.

(c) Withdrawal Rights Exercised

Q) Phantom Contributions Made Annually

If the Executive exercises his withdrawal rightsquant to Subsection 2.2, no further Contributitmthe Retirement Income Trust Fu
shall be required of the Bank. Thereafter, Phan@ontributions shall be recorded annually in the diiees Accrued Benefit Accol
within thirty (30) days of the beginning of eactalYear, commencing with the first Plan Year foliogvthe Plan Year in which t
Executive exercises his withdrawal rights. Suchritva Contributions shall continue to be recordeauatly, unless this Subsection 2.:
specifically states otherwise, until the earlier(iptthe last Plan Year that Phantom Contributiars required pursuant to Exhibit A, or
the Plan Year of the Executive’s termination of é&rgment.

2) Termination Following a Change inn@ol

If the Executive exercises his withdrawal rightsquant to Subsection 2.2, Phantom Contributiondl slsmamence in the Plan Ye
following the Plan Year in which the Executive fiexercises his withdrawal rights. If a Change onftol occurs at the Bank, and wit
thirty-six (36) months of such Change in Contrtle tExecutives employment is either (i) involuntarily terminateat (i) voluntarily
terminated by the Executive after: (A) a matertzhrge in the Executive’function, duties, or responsibilities, which chamwould caus
the Executiv’s position to become one of lesser responsibilitportance, or scope from the position the Exeeutigld at the time of tl



Change in Control, (B) a relocation of the Execefvprincipal place of employment by more than th{B9) miles from its location pri
to the Change in Control, or (C) a material reductn the benefits and perquisites to the Execdtive those being provided at the time
the Change in Control, the Phantom Contributiorfaeh below shall be required of the Bank. The IBahall be required to record a lu
sum Phantom Contribution in the Accrued Benefit @wutt within ten (10) days of the Executiggermination of employment. The amc
of such final Phantom Contribution shall be actalfridetermined based on the Phantom Contributsguired, at such time, in ordet
provide a benefit via this Agreement equivalentht® Supplemental Retirement Income Benefit, onfaar-tax basis, commencing on

Executives Benefit Eligibility Date and continuing for themtion of the Payout Period. (Such actuarial deirgaition shall reflect the fe
that amounts shall be payable from both the AccRekfit Account as well as the Retirement IncomesTFund and shall also reflect
amount and timing of any withdrawal(s) made byHecutive from the Retirement Income Trust Fundspant to Subsection 2.2.)

3) Termination For Cause

If the Executive is terminated for Cause pursuanBtibsection 5.2, the entire balance of the ExegstiAccrued Benefit Account at t
time of such termination, which shall include arhaRtom Contributions which have been recorded ipligsest accrued on such Phan
Contributions, shall be forfeited.

4) Involuntary Termination of Employnien

If the Executive exercises his withdrawal rightsquant to Subsection 2.2, and the Execusiwhployment with the Bank is involunta
terminated for any reason including termination doalisability of the Executive, but excluding tenation for Cause, or terminati
following a Change in Control, within thirty (30jgs of such involuntary termination of employmehg Bank shall be required to rec
a final Phantom Contribution in an amount equalijcthe full Phantom Contribution required for tRé&an Year in which such involunte
termination occurs, if not yet made, plus (ii) fhresent value (computed using a discount rate gquhk Interest Factor) of all remain
Phantom Contributions.

(5) Death During Employment

If the Executive exercises his withdrawal rightsquant to Subsection 2.2, and dies while employethé Bank, Phantom Contributic
included on Exhibit A shall be required of the BaBkich Phantom Contributions shall commence irPiaa Year following the Plan Ye
in which the Executive exercises his withdrawahtsgand shall continue through the Plan Year irctvitine Executive dies. The Bank s
also be required to record a final Phantom Contidbuwithin thirty (30) days of the Executivetieath. The amount of such final Phar
Contribution shall be actuarially determined basedhe Phantom Contribution required at such tiifhany), in order to provide a bene¢
via this Agreement equivalent to the SupplementatirBment Income Benefit commencing within thirty0) days of the date t
Administrator receives notice of the Executveleath and continuing for the duration of the Rayreriod. (Such actuarial determina
shall reflect the fact that amounts shall be pay#tdm the Accrued Benefit Account as well as tletir®@ment Income Trust Fund and s
also reflect the amount and timing of any withdr{g)amade by the Executive pursuant to Subsectidh 2

2.2 Withdrawals From Retirement Income Trust Fi.

Exercise of withdrawal rights by the Executive manst to the Thomas Schneider Grantor Trust agreestell terminate the Bark’
obligation to make any further Contributions to tRetirement Income Trust Fund, and the Bankbligation to record Phantt

Contributions pursuant to Subsection 2.1(c) shathmence. For purposes of this Subsection 2.2, teseof withdrawal rightsshall mea

those withdrawal rights to which the Executive igitted under Article Il of the Thomas Schneidera@tor Trust Agreement and st

exclude any distributions made by the trustee efRietirement Income Trust Fund to the Executivepimposes of payment of inco

taxes in accordance with Subsection 2.1 of thissAgrent and the tax reimbursement formula contam#éue trust document, or other tr

expenses properly payable from the Thomas Schn@idertor Trust pursuant to the provisions of thisttdocument.

2.3 Benefits Payable From Retirement Income Trust F.

Notwithstanding anything else to the contrary iis #fhgreement, in the event that the trustee oRétrement Income Trust Fund purche
a life insurance policy with the Contributions toda if applicable, earnings of the Trust, and slithinsurance policy is intended
continue in force beyond the Payout Period fordisability or retirement benefits payable from Betirement Income Trust Fund purst
to this Agreement, then the trustee shall haverelisn to determine the portion of the cash valfisuzh policy available for purposes
annuitizing the Retirement Income Trust Fund (ilngeunderstood that for purposes of this Secti®) Zannuitizing” does not me:
surrender of such policy and annuitizing of thehcaalue received upon such surrender) to provigedibability or retirement benel
payable under this Agreement, after taking intosaderation the amounts reasonably believed to tpeined in order to maintain the ci
value of such policy to continue such policy ineeffuntil the death of the Executive and paymemteatth benefits thereunder.

SECTION 11l

RETIREMENT BENEFIT

3.1 () Normal form of paymer.

If (i) the Executive is employed with the Bank limdaching his Retirement Age, and (ii) the Exegaithias not made a Timely Electior
receive a lump sum benefit, this Subsection 3 4lfa)l be controlling with respect to retirement &f@s.



The Retirement Income Trust Fund, measured asedEfiecutives Benefit Age, shall be annuitized (using the ke¢efFactor) into month
installments and shall be payable for the PayotibBeSuch benefit payments shall commence on gezilive’s Benefit Eligibility Date
Should Retirement Income Trust Fund assets acteally a rate of return, following the date suclabeéd is annuitized, which is less t
the rate of return used to annuitize the Retireridme Trust Fund, no additional contributionshte Retirement Income Trust Fund s
be required by the Bank in order to fund the finehefit payment(s) and make up for any shortagiatiable to the less-thaaxpected ra
of return. Should Retirement Income Trust Fund tasasetually earn a rate of return, following théedsuch balance is annuitized, whic
greater than the rate of return used to annuitieeRetirement Income Trust Fund, the final bengfiyment to the Executive (or

Beneficiary) shall distribute the excess amourttibatable to the greatéhan expected rate of return. The Executive mangtime durin
the Payout Period request to receive the unpa@hbalof his Retirement Income Trust Fund in a lwwmm payment. If such a lump s
payment is requested by the Executive, paymerti@mbalance of the Retirement Income Trust Fundiah sump sum form shall be me
only if the Executive gives notice to both the Adistrator and trustee in writing. Such lump summaeant shall be payable within thi
(30) days of such notice. In the event the Exeeutlies at any time after attaining his Benefit Abat prior to commencement
completion of all monthly payments due and owingebeder, (i) the trustee of the Retirement IncomesT Fund shall pay to t
Executives Beneficiary the monthly installments (or a counétion of such monthly installments if they haveeatly commenced) for t
balance of months remaining in the Payout Periodjipthe Executives Beneficiary may request to receive the unpaidrza of th
Executives Retirement Income Trust Fund in a lump sum paynia lump sum payment is requested by the Bersafi, payment of tt
balance of the Retirement Income Trust Fund in duotp sum form shall be made only if the ExecutivBeneficiary notifies both tl
Administrator and trustee in writing of such eleatiwithin ninety (90) days of the Executisedeath. Such lump sum payment sha
payable within thirty (30) days of such notice.

The Executive’s Accrued Benefit Account (if apphé®), measured as of the ExecutivdBenefit Age, shall be annuitized (using
Interest Factor) into monthly installments and klbal payable for the Payout Period. Such benefjtments shall commence on
Executives Benefit Eligibility Date. Notwithstanding the rémgoing, in the event the Executive is a Specifiedployee (within th
meaning of Treasury Regulations 8§1.409¢)), then, to the extent necessary to avoid gerzalinder Code Section 409A, any paymer
the Executives Accrued Benefit Account to which Executive isitied for the first six months following Separatinom Service shall k
held and shall be paid to the Executive on the fiesy of the seventh month following the Executiv8enefit Age. In the event 1
Executive dies at any time after attaining his Biérfgge, but prior to commencement or completionatifthe payments due and ow
hereunder, (i) the Bank shall pay to the ExecusivBeneficiary the same monthly installments (oroatiouation of such month
installments if they have already commenced) feritalance of months remaining in the Payout Period.

(b) Alternative payout option

If (i) the Executive is employed with the Bank dmaching his Retirement Age, and (ii) the Exemithas made a Timely Election
receive a lump sum benefit, this Subsection 3.4laJl be controlling with respect to retirement éféits.

The balance of the Retirement Income Trust Fundsued as of the ExecutigeBenefit Age, shall be paid to the Executive larap sun
on his Benefit Eligibility Date. In the event thexdgutive dies after becoming eligible for such papin(upon attainment of his Ben
Age), but before the actual payment is made, hiseBeiary shall be entitled to receive the lump shemefit in accordance with tl
Subsection 3.1(b) within thirty (30) days of theadthe Administrator receives notice of the Exe@l death.

The balance of the Executive’'s Accrued Benefit Agto(if applicable), measured as of the Execusv@enefit Age, shall be paid to
Executive in a lump sum on his Benefit Eligibilidate. Notwithstanding the foregoing, in the evErecutive is a Specified Employ
(within the meaning of Treasury Regulations 81.4491), and to the extent necessary to avoid perglinder Code Section 409A, s
payment of the balance of the Executsv&ccrued Benefit Account shall be made to the Htiee on the first day of the seventh mc
following the Executives Benefit Age. In the event the Executive diesraftecoming eligible for such payment (upon att&ntrof his
Benefit Age), but before the actual payment is mite Beneficiary shall be entitled to receive hmp sum benefit in accordance v
this Subsection 3.1(b) within thirty (30) days bétdate the Administrator receives notice of thedtixive’s death.

3.2 Additional Death Benefit Burial Expense. In addition to the above-described benefits, ufien Executive’s death, the Executise’
Beneficiary shall be entitled to receive a dime lump sum death benefit in the amount of TenuRand Dollars ($10,000.00). This ber
shall be provided specifically for the purpose aiiding payment for burial and/or funeral expenstthe Executive. Such benefit shal
payable within thirty (30) days of the Executivesath. The Executive’Beneficiary shall not be entitled to such beri&ftie Executive i
removed for Cause prior to death. Notwithstandingthing in this Section 3.2 to the contrary, i tBxecutive is also a participant in .
other Trustee Deferred Compensation Agreement dexacutive Deferred Compensation Agreement undechwan additional $10,0(
death benefit for burial expenses is being paidadditional death benefit shall be paid under &@stion 3.2

SECTION IV

PRE-RETIREMENT DEATH BENEFIT

4.1 (a) Normal form of paymer.

If (i) the Executive dies while employed by the Baand (ii) the Executive has not made a TimelycHba to receive a lump sum bene
this Subsection 4.1(a) shall be controlling witBpect to pr-retirement death benefit



The balance of the Executive’s Retirement IncomesiTFund, measured as of the later of (i) the Exex's death, or (ii) the date any fil
lump sum Contribution is made pursuant to Subse@id(b), shall be annuitized (using the Interesttér) into monthly installments a
shall be payable for the Payout Period. Such bisngffiall commence within thirty (30) days of theedaf the Executives death. Shou
Retirement Income Trust Fund assets actually eaatezof return, following the date such balancensuitized, which is less than the
of return used to annuitize the Retirement incomasiTFund, no additional contributions to the Retient Income Trust Fund shall
required by the Bank in order to fund the final &@rnpayment(s) and make up for any shortage atifile to the less-thaexpected rate
return. Should Retirement Income Trust Fund asseisally earn a rate of return, following the dsteh balance is annuitized, whicl
greater than the rate of return used to annuitizeRetirement Income Trust Fund, the final bengfitment to the ExecutiveBeneficiar
shall distribute the excess amounts attributablénéogreater-than-expected rate of return. The Eikexs Beneficiary may request
receive the unpaid balance of the Execuiieetirement Income Trust Fund in a lump sum payméra lump sum payment is reques
by the Beneficiary, payment of the balance of their@ment Income Trust Fund in such lump sum fotrallsbe made only if tt
Executive’'s Beneficiary notifies both the Admingor and trustee in writing of such election withimety (90) days of the Executige’
death. Such lump sum payment shall be made wtitiity (30) days of such notice.

The Executive’s Accrued Benefit Account (if applita), measured as of the later of (i) the Execusivieath or (ii) the date any final lu
sum Phantom Contribution is recorded in the AccrBedefit Account pursuant to Subsection 2.1(c)|ldl®annuitized (using the Inter
Factor) into monthly installments and shall be fgdo the Executive’ Beneficiary for the Payout Period. Such benefitnpents she
commence within thirty (30) days of the date thedtitive’s death, or if later, within thirty (30) days aftemy final lump sum Phantc
Contribution is recorded in the Accrued Benefit Aot in accordance with Subsection 2.1(c), provithed payment commences wit
two and one-half months immediately following th&able year of the Executive’s death.

(b) Alternative payout option

If (i) the Executive dies while employed by the Baand (ii) the Executive has made a Timely Elatto receive a lump sum benefit, 1
Subsection 4.1(b) shall be controlling with resgeqgbre-retirement death benefits.

The balance of the Executive’s Retirement IncomesfTFund, measured as of the later of (i) the Bxees death, or (ii) the date any fil
lump sum Contribution is made pursuant to Subse@ia(b), shall be paid to the Executw@eneficiary in a lump sum within thirty (¢
days of the date of the Executive’s death.
The balance of the Executive’s Accrued Benefit Aotd(if applicable), measured as of the later pth@ Executives death, or (ii) the dz
any final Phantom Contribution is recorded pursuarBubsection 2.1(c), shall be paid to the ExgetgiBeneficiary in a lump sum witk
thirty (30) days of the date of the Executive’stliea

SECTION V

BENEFIT(S) IN THE EVENT OF TERMINATION OF SERVICE

PRIOR TO RETIREMENT AGE

5.1 Voluntary or Involuntary Termination of Service @thirhan for Cause In the event the Executiveservice with the Bank is voluntarily
involuntarily terminated prior to Retirement Ager fany reason including a Change in Control, butiueling (i) any disability relate
termination for which the Board of Directors haprgved early payment of benefits pursuant to Suflmseé.1, (ii) the Executive’s pre-
retirement death, which shall be covered in Sect\nor (iii) termination for Cause, which shall m®vered in Subsection 5.2,
Executive (or his Beneficiary) shall be entitledrézeive benefits in accordance with this Subsedid. Payments of benefits pursuar
this Subsection 5.1 shall be made in accordandeSubsection 5.1 (a) or 5.1 (b) below, as appli:

(@) Normal form of payment

Q) Executive Lives Until Benefit Age

If (i) after such termination, the Executive livestil attaining his Benefit Age, and (ii) the Exéige has not made a Timely Electior
receive a lump sum benefit, this Subsection 5.1jaf{all be controlling with respect to retirembanefits.

The Retirement Income Trust Fund, measured asedEfiecutives Benefit Age, shall be annuitized (using the ke¢éfFactor) into month
installments and shall be payable for the PayotibBeSuch payments shall commence on the ExecatBenefit Eligibility Date. Shou
Retirement Income Trust Fund assets actually eaateaof return, following the date such balancansuitized, which is less than the

of return used to annuitize the Retirement IncomesfTFund, no additional contributions to the Retient Income Trust Fund shall
required by the Bank in order to fund the final &@#rpayment(s) and make up for any shortage atiitle to the less-thagxpected rate
return. Should Retirement Income Trust Fund asseisally earn a rate of return, following the dsteh balance is annuitized, whicl
greater than the rate of return used to annuitiee Retirement Income Trust Fund, the final bergdiyment to the Executive (or

Beneficiary) shall distribute the excess amountsbatable to the greater-thaxpected rate of return. The Executive may at are
during the Payout Period request to receive thaidrpalance of his Retirement Income Trust Fund limmp sum payment. If such a lu
sum payment is requested by the Executive, payofeiie balance of the Retirement Income Trust Farglich lump sum form shall

made only if the Executive gives notice to both fdministrator and trustee in writing. Such lumprspayment shall be payable wit
thirty (30) days of such notice. In the event thee@utive dies at any time after attaining his Béangfe, but prior to commencement
completion of all monthly payments due and owingeheder, (i) the trustee of the Retirement Inconmast Fund shall pay to t
Executives Beneficiary the monthly installments (or a couaétion of the monthly installments if they haveealy commenced) for t
balance of months remaining in the Payout Periodjipthe Executives Beneficiary may request to receive the unpaidrza of th
Executive s Retirement Income Trust Fund in a lump sum paynifa lump sum payment is requested by the Bersafi, payment of tt



balance of the Retirement Income Trust Fund in duptp sum form shall be made only if the ExecutivBeneficiary notifies both tl
Administrator and trustee in writing of such eleatiwithin ninety (90) days of the Executisedeath. Such lump sum payment sha
made within thirty (30) days of such notice.

The Executive’'s Accrued Benefit Account (if apphite), measured as of the ExecutvdBenefit Age, shall be annuitized (using
Interest Factor) into monthly installments and kh& payable for the Payout Period. Such benefyimats shall commence on
Executives Benefit Eligibility Date. In the event the Exegetdies at any time after attaining his BenefiteAgut prior to commencem
or completion of all the payments due and owingetieder, (i) the Bank shall pay to the Execusv&eneficiary the same mont
installments (or a continuation of such monthlytatiments if they have already commenced) for takfice of months remaining in
Payout Period.

2) Executive Dies Prior to Benefit Age

If (i) after such termination, the Executive diggpto attaining his Benefit Age, and (ii) the Ex#ive has not made a Timely Electiol
receive a lump sum benefit, this Subsection 5.2Jaljall be controlling with respect to retirembenefits. The Retirement Income Ti
Fund, measured as of the date of the Execwtigeath, shall be annuitized (using the Interestdfpinto monthly installments and shall
payable for the Payout Period. Such payments sbalmence within thirty (30) days of the Executsvdeath. Should Retirement Incc
Trust Fund assets actually earn a rate of retotlgwing the date such balance is annuitized, wihsckess than the rate of return use
annuitize the Retirement Income Trust Fund, notasidil contributions to the Retirement Income Tifashd shall be required by the Bi
in order to fund the final benefit payment(s) andka up for any shortage attributable to the leas-&xpected rate of return. Sho
Retirement Income Trust Fund assets actually eaateaof return, following the date such balancansuitized, which is greater than

rate of return used to annuitize the Retiremenbime Trust Fund, the final benefit payment to thedttives Beneficiary shall distribu
the excess amounts attributable to the greaterdkpacted rate of return. The Executiv@eneficiary may request to receive the un
balance of the Executiv@ Retirement Income Trust Fund in the form of apusnm payment. If a lump sum payment is requesyetthd
Beneficiary, payment of the balance of the Retineimiecome Trust Fund in such lump sum form shalliee only if the Executive’
Beneficiary notifies both the Administrator andsee in writing of such election within ninety (9@ys of the Executive’death. Suc
lump sum payment shall be made within thirty (3@slof such notice.

The Executive’'s Accrued Benefit Account (if applte), measured as of the date of the Execudideath, shall be annuitized (using
Interest Factor) into monthly installments and kbal payable for the Payout Period. Such paymsimai commence within thirty (3
days of the Executive’s death.

(b) Alternative Payout Option

If (i) after such termination, the Executive livestil attaining his Benefit Age, and (ii) the Exé¢ige has made a Timely Election to rece
a lump sum benefit, this Subsection 5.1(b)(1) dbaltontrolling with respect to retirement benefits

The balance of the Retirement Income Trust Fundsumed as of the ExecutigeBenefit Age, shall be paid to the Executive larap sun
on his Benefit Eligibility Date. In the event thexdeutive dies after becoming eligible for such paptm(upon attainment of his Ben
Age), but before the actual payment is made, hiseBeiary shall be entitled to receive the lump shemefit in accordance with tl
Subsection 5.1(b)(1) within thirty (30) days of tihete of the Executive’s death.

The balance of the Executive’s Accrued Benefit Aoto(if applicable), measured as of the Executivi@énefit Age, shall be paid to
Executive in a lump sum on his Benefit EligibiliBate. In the event the Executive dies after bengnelligible for such payment (ug
attainment of his Benefit Age), but before the atpayment is made, his Beneficiary shall be ettito receive the lump sum benefi
accordance with this Subsection 5.1(b)(1) withinyh(30) days of the date of the Executive’s death

2) Executive Dies Prior to Benefit Age

If (i) after such termination, the Executive dia$op to attaining his Benefit Age, and (ii) the Extive has made a Timely Electior
receive a lump sum benefit, this Subsection 5.2§Blall be controlling with respect to pre-retimmhdeath benefits.

The balance of the Retirement Income Trust Fundasureed as of the date of the Executive’s death| bbeapaid to the Executive’
Beneficiary within thirty (30) days of the datetbe Executive’s death.

The balance of the Executive’s Accrued Benefit Aodq(if applicable), measured as of the date ofEkecutives death, shall be paid
the Executive’s Beneficiary within thirty (30) dagéthe Executive’s death.

5.2 Termination For Caus.

If the Executive is terminated for Cause, all béaafnder this Agreement, other than those whichlmpaid from previous Contributic
to the Retirement Income Trust Fund (and earnimgsuxh Contributions), shall be forfeited. Furthere, no further Contributions |
Phantom Contributions, as applicable) shall be iredquof the Bank for the year in which such terntiora for Cause occurs (if not
made). The Executive shall be entitled to receivbeaefit in accordance with this Subsection 5.Be balance of the Executige’
Retirement Income Trust Fund shall be paid to tkechtive in a lump sum on his Benefit Eligibilitya2. In the event the Executive ¢
prior to his Benefit Eligibility Date, his Benefany shall be entitled to receive the balance ofgkecutive’s Retirement Income Trust.



SECTION VI

DISABILITY BENEFIT

If the Executives service is terminated prior to Retirement Age ttua disability which meets the criteria set fopilow, the Executi
will receive the Disability Benefit in lieu of thetirement benefit(s) available pursuant to Seclidn(which is (are) not available prior
the Executive’s Benefit Eligibility Date).

In any instance in which (i) the Executive is umatl engage in any substantial gainful activityrégson of any medically determing
physical or mental impairment that can be expettecksult in death, or last for a continuous perdadiot less than 12 months; (ii)
reason of any medically determinable physical ontaleémpairment that can be expected to resulteithl or last for continuous perioc
not less than 12 months, Executive is receivingnme replacement benefits for a period of not leras three months under an accident
health plan covering employees of the Bank; or) (iiie Executive is determined to be totally disdbley the Social Securi
Administration., the Executive shall be entitledthe following lump sum benefit(s). The lump sumékit(s) to which the Executive
entitled shall include: (i) the balance of the Ratient Income Trust Fund, plus (ii) the balancethef Accrued Benefit Account

applicable). The benefit(s) shall be paid withimtth(30) days following the date of the Executisedetermined to be disabled. In the e
the Executive dies after becoming eligible for spatyment(s) but before the actual payment(s) is) (avade, his Beneficiary shall
entitled to receive the benefit(s) provided forthits Section 6 within thirty (30) days of the déte Administrator receives notice of

Executive’s death.

SECTION VI

BENEFICIARY DESIGNATION

The Executive shall make an initial designatiopifary and secondary Beneficiaries upon execuifdhis Agreement and shall have
right to change such designation, at any subsediraet by submitting to (i) the Administrator, afid) the trustee of the Retireme
Income Trust Fund, in substantially the form atettas Exhibit B to this Agreement, a written deatgm of primary and second:
Beneficiaries. Any Beneficiary designation madesaguent to execution of this Agreement shall beceffective only when recei
thereof is acknowledged in writing by the Adminggar.

SECTION VI

NON-COMPETITION

8.1 Non-Competition During Employmel.

In consideration of the agreements of the Bankainatl herein and of the payments to be made bBah& pursuant hereto, the Execu
hereby agrees that, for as long as he remains getbloy the Bank, he will devote substantially &lhis time, skill, diligence and attenti
to the business of the Bank, and will not activegage, either directly or indirectly, in any besia or other activity which is, or may
deemed to be, in any way competitive with or advedcsthe best interests of the business of the Bamlkess the Executive has the ¢
express written consent of the Bank.

8.2 Breach of No-Competition Claus.

(@) Continued Employment Following Brieac

In the event (i) any material breach by the Exeeutf the agreements and covenants described ige$tibn 8.1 occurs, and (i)
Executive continues employment at the Bank follgvsuch breach, all further Contributions to theif@etent Income Trust Fund |
Phantom Contributions recorded in the Accrued Bedefcount) shall immediately cease, and all beneifitder this Agreement, other tt
those which can be paid from previous Contributitmthe Retirement Income Trust Fund (and earnargsuch Contributions), shall
forfeited. The Executive (or his Beneficiary) shadl entitled to receive a benefit from the Retiretiecome Trust Fund in accordance \
Subpart (1) or (2) below, as applicable.

Q) Executive Lives Until Benefit Age

If, following such breach, the Executive lives ltitaining his Benefit Age, he shall be entitledréceive a benefit from the Retirerr
Income Trust Fund in accordance with this Subseddi@(a)(1). The balance of the Retirement IncAdmest Fund, measured as of
Executives Benefit Age, shall be paid to the Executive inrap sum on his Benefit Eligibility Date. In thgent the Executive dies af
attaining his Benefit Age but before actual payniemhade, his Beneficiary shall be entitled to ree¢he lump sum benefit in accorda
with this Subsection 8.2(a)(l) within thirty (30yk of the date of the Executive’s death.

2) Executive Dies Prior to Benefit Age

If, following such breach, the Executive dies ptimattaining his Benefit Age, his Beneficiary $hmd entitled to receive a benefit from
Retirement Income Trust Fund in accordance with Bubsection 8.2 (a)(2). The balance of the Reérgrtncome Trust Fund, measu
as of the date of the Executive’s death, shalldid fo the Executive’ Beneficiary in a lump sum within thirty (30) daykthe date of tF
Executive’s death.

(b) Termination of Employment FollowiBgeach.

In the event (i) any material breach by the Exeeutf the agreements and covenants described ise$tibn 8.1 occurs, and (i)



Executives employment with the Bank is terminated due tdhdareach, such termination shall be deemed to b€dase and the bene
payable to the Executive shall be paid in accordawith Subsection 5.2 of this Agreement.

8.3 Non-Competition Following Employmel.

Executive further understands and agrees thagwiollg Executive’s termination of employment, thenB& obligation, if any, to mal
payments to the Executive from the Accrued Berfditount shall be conditioned on the Executsvigrbearance from actively engag
either directly or indirectly in any business oh@t activity which is, or may be deemed to be,nyp way competitive with or adverse to
best interests of the Bank, unless the Executigetha prior written consent of the Bank. In thergvef the Executives breach of tr
covenants and agreements contained herein, fuysthenents to the Executive from the Accrued Ben&ditount, if any, shall cease ¢
Executive’s rights to amounts credited to the AedrBenefit Account shall be forfeited.

SECTION IX

EXECUTIVE 'S RIGHT TO ASSETS

The rights of the Executive, any Beneficiary, oy ather person claiming through the Executive uritisr Agreement, shall be solely th
of an unsecured general creditor of the Bank. Thecktive, the Beneficiary, or any other personnsiag through the Executive, shall o
have the right to receive from the Bank those paymer amounts so specified under this Agreemem. Hxecutive agrees that he,
Beneficiary, or any other person claiming through khall have no rights or interests whatsoeveany asset of the Bank, including i
insurance policies or contracts which the Bank ip@agsess or obtain to informally fund this Agreemémy asset used or acquired by
Bank in connection with the liabilities it has as®d under this Agreement shall not be deemed teelibunder any trust for the benefi
the Executive or his Beneficiaries, unless sucletaisscontained in the rabbi trust described inti8ecXIl of this Agreement. Any sut
asset shall be and remain, a general, unpledgetiagtsthe Bank in the event of the Bank’s insolwenc

SECTION X

RESTRICTIONS UPON FUNDING

The Bank shall have no obligation to set asidemasgk or entrust any fund or money with which to ptsy obligations under tr
Agreement, other than those Contributions requicede made to the Retirement Income Trust Fund. Eltexutive, his Beneficiaries
any successor in interest to him shall be and mersiamply a general unsecured creditor of the Bankhe same manner as any o
creditor having a general claim for matured andaishgompensation. The Bank reserves the absolgité in its sole discretion to eitt
purchase assets to meet its obligations undertakehis Agreement or to refrain from the same anddtermine the extent, nature,
method of such asset purchases. Should the Ban#ledax purchase assets such as life insurance,ainfutnds, disability policies
annuities, the Bank reserves the absolute rights isole discretion, to replace such assets fioma to time or to terminate its investmer
such assets at any time, in whole or in part. Atime shall the Executive be deemed to have amy light, title or interest in or to a
specific investment or to any assets of the Bainthd Bank elects to invest in a life insuranceadility or annuity policy upon the life
the Executive, then the Executive shall assistBaek by freely submitting to a physical examinatemmd by supplying such additio
information necessary to obtain such insurancenouisies.

SECTION Xl

ACT PROVISIONS

11.1 Named Fiduciary and Administrat. The Bank, as Administrator, shall be the Nameatlé&iary of this Agreement. As Administrator,
Bank shall be responsible for the management, gbatrd administration of the Agreement as estabtisherein. The Administrator m
delegate to others certain aspects of the manadgeamehoperational responsibilities of the Agreemémtluding the employment
advisors and the delegation of ministerial duttegualified individuals

11.2 Claims Procedure and Arbitratiorin the event that benefits under this Agreemeatnat paid to the Executive (or to his Beneficiaryhe
case of the Executive’death) and such claimants feel they are entitlegceive such benefits, then a written claim ningstmade to tt
Administrator within sixty (60) days from the dagtayments are refused. The Administrator shall ke\hee written claim and, if the cla
is denied, in whole or in part, it shall providewmiting, within ninety (90) days of receipt of suclaim, its specific reasons for such de
reference to the provisions of this Agreement upbith the denial is based, and any additional redter information necessary to pert
the claim. Such writing by the Administrator shalither indicate the additional steps which mustupelertaken by claimants if
additional review of the claim denial is desir

If claimants desire a second review, they shalifyttie Administrator in writing within sixty (60jlays of the first claim denial. Claima
may review this Agreement or any documents relatiegeto and submit any issues and comments, tingirthey may feel appropriate.
its sole discretion, the Administrator shall theniew the second claim and provide a written denisvithin sixty (60) days of receipt
such claim. This decision shall state the speo#fasons for the decision and shall include referéaspecific provisions of this Agreem
upon which the decision is based.

If claimants continue to dispute the benefit deiabed upon completed performance of this Planthedloinder Agreement or 1
meaning and effect of the terms and conditionsetbfethen claimants may submit the dispute to miesigadministered by the Americ
Arbitration Association (“AAA”) (or a mediator sealted by the parties) in accordance with the A&&Lommercial Mediation Rules.
mediation is not successful in resolving the disput shall be settled by arbitration administeldthe AAA under its Commerc
Arbitration Rules, and judgment on the award reedday the arbitrator(s) may be entered in any doawving jurisdiction thereof.

SECTION Xl



MISCELLANEOUS

12.1 No Effect on Employment Righi. Nothing contained herein will confer upon the Extive the right to be retained in the servicehe
Bank nor limit the right of the Bank to dischargeotherwise deal with the Executive without regirdhe existence of the Agreeme

12.2 State Law. The Agreement is established under, and will dresttued according to, the laws of the state of Nank, to the extent sui
laws are not preempted by the Act and valid regaatpublished thereunde

12.3 Severability. In the event that any of the provisions of thigrédement or portion thereof, are held to be indperar invalid by any cou
of competent jurisdiction, then: (1) insofar agéasonable, effect will be given to the intent rfested in the provisions held invalid
inoperative, and (2) the validity and enforceapitif the remaining provisions will not be affectibéreby.

12.4 Incapacity of Recipientin the event the Executive is declared incompeded a conservator or other person legally chavg#ddthe car
of his person or Estate is appointed, any benefitier the Agreement to which such Executive igledtshall be paid to such conserv
or other person legally charged with the care sfd@rson or Estat

12.5 Unclaimed Benefit The Executive shall keep the Bank informed ofdusrent address and the current address of hisfB@aries. Th
Bank shall not be obligated to search for the wéleoeits of any person. If the location of the Exieeuis not made known to the Bank
of the date upon which any payment of any benéfits the Accrued Benefit Account may first be mattie, Bank shall delay payment
the Executives benefit payment(s) until the location of the Exe® is made known to the Bank; however, the Bstmdl only be obligate
to hold such benefit payment(s) for the Executimgl the expiration of thirty-six (36) months. Upempiration of the thirtysix (36) montl
period, the Bank may discharge its obligation byrpant to the Executive’s Beneficiary. If the locetiof the Executives Beneficiary i
not made known to the Bank by the end of an aduitibwo (2) month period following expiration ofetlthirty-six (36) month period, tt
Bank may discharge its obligation by payment toEkecutives Estate. If there is no Estate in existence &t fote or if such fact canr
be determined by the Bank, the Executive and hireBaary(ies) shall thereupon forfeit any rightstihe balance, if any, of the Executise’
Accrued Benefit Account provided for such Executiviel/or Beneficiary under this Agreeme

12.6 Limitations on Liability. Notwithstanding any of the preceding provisiofish@ Agreement, no individual acting as an empoge ager
of the Bank, or as a member of the Board of Dinechall be personally liable to the Executive iy ather person for any claim, lo
liability or expense incurred in connection witke tAgreement

12.7 Gender. Whenever in this Agreement words are used inntlasculine or neuter gender, they shall be readcamdtrued as in tl
masculine, feminine or neuter gender, whenever sheyld so apply

12.8 Effect on Other Corporate Benefit Agreemenitdothing contained in this Agreement shall affibet right of the Executive to participate
or be covered by any qualified or ngnalified pension, profit sharing, group, bonustirer supplemental compensation or fringe be
agreement constituting a part of the B's existing or future compensation structi

12.9 Suicide. Notwithstanding anything to the contrary in thigreement, if the Executive’death results from suicide, whether sane or &
within twentysix (26) months after September 1, 1998, all furtGentributions to the Retirement Income Trust Fyod Phantor
Contributions recorded in the Accrued Benefit Aat)ushall thereupon cease, and no ContributionPtmntom Contribution) shall
made by the Bank to the Retirement Income TrustiHon recorded in the Accrued Benefit Account)hie tyear such death resulting fr
suicide occurs (if not yet made). All benefits attiegan those available from previous Contributibtmshe Retirement Income Trust Ft
under this Agreement shall be forfeited, and thgse®ment shall become null and void. The balan¢deeoRetirement Income Trust Fu
measured as of the Executisalate of death, shall be paid to the Beneficiathim thirty (30) days of the date the Administnateceive
notice of the Executiv's death

12.10 Inurement. This Agreement shall be binding upon and shaliérto the benefit of the Bank, its successorsamsijns, and the Executi
his successors, heirs, executors, administratodsBaneficiaries

12.11 Headings. Headings and subeadings in this Agreement are inserted for refareand convenience only and shall not be deemeuit af
this Agreement

12.12 Establishment of a Rabbi TrusfThe Bank shall establish a rabbi trust into whith Bank shall contribute assets which shall Hd
therein, subject to the claims of the Bank’s cradiin the event of the Bank’s “Insolvenc@s(defined in such rabbi trust agreement),
the contributed assets are paid to the Executidéoamis Beneficiary in such manner and at suclesims specified in this Agreement.
the intention of the Bank that the contributioncontributions to the rabbi trust shall provide Benk with a source of funds to assist
meeting the liabilities of this Agreeme

12.13 Source of PaymentsAll payments provided in this Agreement shalltineely paid in cash or check from the general fuafithe Bank ¢
the assets of the rabbi trust, to the extent mame the Accrued Benefit Accour

12.14 Tax Withholding and Code Section 409A Taxes Withsfitet to the Accrued Benefit AccountAny distribution under this Agreem
from the Executives Accrued Benefit Account shall be reduced by theount of any taxes required to be withheld fromh
distribution. This Agreement shall permit the decation of the time or schedule of a payment ty panployment related taxes
permitted under Treasury Regulation Section 1.4GgRer to pay any taxes that may become due atiamg that the arrangement fails
meet the requirements of Code Section 409A andrd¢balations and other guidance promulgated themuna the latter case, st
payments shall not exceed the amount required todheded in income as the result of the failuredmply with the requirements of Cc¢
Section 409A




12.15 Acceleration of Payments from the Accrued Beneéitdunt. Except as specifically permitted herein or inesthections of this Agreeme
no acceleration of the time or schedule of any paymmay be made hereunder from the Executiv&ccrued Benel
Account. Notwithstanding the foregoing, paymentaynbe accelerated hereunder by the Bank, in accoedavith the provisions
Treasury Regulation Section 1.4024)(4) and any subsequent guidance issued by thited) States Treasury Department. Accordir
payments may be accelerated, in accordance withirezgents and conditions of the Treasury Regulat{@n subsequent guidance) in
following circumstances: (i) as a result of certdismestic relations orders; (ii) in compliance witthics agreements with the Fed
government; (iii) in compliance with ethics lawsanflicts of interest laws; (iv) in limited cashuts (but not in excess of the limit un
Code Section 402(g)(1)(B)); (v) in the case of @ardistributions to avoid a naaltocation year under Code Section 409(p); (viapply
certain offsets in satisfaction of a debt of thee€ixive to the Bank; (vii) in satisfaction of céntédbona fide disputes between the Exect
and the Bank; or (viii) for any other purpose settf in the Treasury Regulations and subsequedagae.

SECTION Xl

AMENDMENT/PLAN TERMINATION

13.1 Amendment or Plan TerminationThis Agreement shall not be amended, modifiettoninated at any time, in whole or part, withc
mutual written consent of the Executive and the lBand such mutual consent shall be required elvé¢hei Executive is no long
employed by the Bank. No amendment, modificationeomination of the Agreement by the Bank shalédily or indirectly deprive tt
Executive of all or any portion of the ExecutiseRetirement Income Trust Fund (and Accrued Berefitount, if applicable) as of t
effective date of the resolution amending or teatiilg the Agreemen

13.2 Executivés Right to Payment Following Plan Terminatioim the event of a termination of the Agreemerithwespect to the Executive’
Retirement Income Trust Fund, the Executive shalkhtitled to the balance, if any, of his Retiremi@gome Trust Fund. However
such termination is done in anticipation of or manst to a “Change in Controlsuch balance(s) shall include the final Contributiad:
(or recorded) pursuant to Subsection 2.1(b)(2)2(&(c)(2)). Payment of the balance(s) of the Etieels Retirement Income Trust FuL
shall not be dependent upon his continuation ofleympent with the Bank following the termination daif the Agreement. Payment of
balance(s) of the Executiv®Retirement Income Trust Fund shall be made im#lsum within thirty (30) days of the date of taratior
of the Agreement. Notwithstanding the foregoingthie event of a termination of the Agreement, witbpect to the Executiv&Accruel
Benefit Account (if applicable), the Agreement $lealase to operate and the Bank shall pay outet&xecutive the balance or his Accr
Benefit Account only upon the following circumstascand condition:

@) The Bank may terminate the Agreement within 12 memf a corporate dissolution taxed under Codei@e&31, or witl
approval of a bankruptcy court pursuant to 11 U.S%D3(b)(1)(A), provided that the amounts defeweader the Agreement ¢
included in the Executive’gross income in the latest of (i) the calendar ye which the Agreement terminates; (ii) the ndks
year in which the amount is no longer subject smlastantial risk of forfeiture; or (iii) the firsalendar year in which the paym
is administratively practicabli

(b) The Bank may terminate the Agreement within thel&@s preceding a Change in Control (but not follgné Change in Contrc
provided that the Agreement shall only be treateteaminated if all substantially similar arrangensesponsored by the Bank
terminated so that the Executive and all executiveger substantially similar arrangements are reduio receive all amounts
compensation deferred under the terminated arraeigesmvithin 12 months of the date of the termimatibthe arrangements. |
these purpose“Change in Contr” shall be defined in accordance with the TreasumyuRgions under Code Section 40¢

() The Bank may terminate the Agreement provided {fijathe termination and liquidation does not ocpuximate to a downtu
in the financial health of the Bank; (ii) all argements sponsored by the Bank that would be aggegeth this Agreeme
under Treasury Regulations Section 1.4Q98} if the Executive covered by this Agreement a0 covered by any of thc
other arrangements are also terminated; (iii) ngmmts other than payments that would be payabtieruthe terms of tt
arrangement if the termination had not occurred raegle within 12 months of the termination of theaagement; (iv) a
payments are made within 24 months of the termonatif the arrangements; and (v) the Bank does chgptaa new arrangeme
that would be aggregated with any terminated aearent under Treasury Regulations Section 1.40@A-if the Executiv
participated in both arrangements, at any timeiwithree years following the date of terminatiorntuf arrangemen

SECTION XIV

EXECUTION
14.1 This Agreement and the Thomas Schneider Grantast Bgreement set forth the entire understandintp®fparties hereto with respec
the transactions contemplated hereby, and any quevagreements or understandings between the phaeieto regarding the subj

matter hereof are merged into and superseded $Atreement and the Thomas Schneider Grantor Agreement

14.2 This Agreement shall be executed in triplicate heaapy of which, when so executed and deliveredl] §ie an original, but all three cop
shall together constitute one and the same instmti

[Remainder of page intentionally left blank]

IN WITNESS WHEREOF , the Bank and the Executive have caused this Aggaeto be executed on the day and date first a



written.

PATHFINDER BANK:

By: /sl Thomas W. Schneid

12/23/08 President & CEC
DATE (Title)

EXECUTIVE :
12/23/08 /s Thomas W. Schneid
DATE Thomas Schneide

CONDITIONS, ASSUMPTIONS,
AND
SCHEDULE OF CONTRIBUTIONS AND PHANTOM CONTRIBUTIONS

1. Interest Facto- for purposes @
a. the Accrued Benefit Accoul- shall besix percent (6%per annum, compounded montt
b. the Retirement Income Trust Fundor purposes of annuitizing the balance of theirBetent Income Trust Fund over the Pa

Period, the trustee of the Thomas Schneider Grdmtest shall exercise discretion in selecting thprapriate rate given the nat
of the investments contained in the Retirement imedrust Fund and the expected return associatdédthwe investments. F
these purposes, if the trustee of the Retiremeamtne Trust Fund has purchased a life insuranceypdhe trustee shall have
discretion to determine the portion of the cashugaf such policy available for purposes of anainitj the Retirement Incor
Trust Fund, in accordance with Section 2.3 of tigge&ment

2. The amount of the annual Contributions (or PhanBantributions) to the Retirement Income Trust FimdAccrued Benefit Account) h
been based on the annual incremental accountinrgasavhich would be required of the Bank throug ¢arlier of the Executive'deat|
or Retirement Age, (i) pursuant to APB Opinion N@, as amended by FAS 106 and (ii) assuming a ulidcate equal tgix percent (6%
per annum, in order to provide the unfunded,-qualified Supplemental Retirement Income Ben

3. Supplemental Retirement Income Benefit means améatly determined annual amount equalSeventy One Thousand One Hun¢
Forty-nine Dollars ($71,149) at age 62 if paid entiragignfi the Accrued Benefit Account or Forty Four Thand Four Hundred Eighty
nine Dollars ($44,489) at age if paid from the Retirement Income Trust Fu

The Supplemental Retirement Income Benefit:

« the definition of Supplemental Retirement Incomen®&# has been incorporated into the Agreementtli@r sole purpose of actuaric
establishing the amount of annual ContributionsRleantom Contributions) to the Retirement IncomasTFund (or Accrued Benefit Accoul
The amount of any actual retirement, petirement or disability benefit payable pursuantite Agreement will be a function of (i) the amt
and timing of Contributions (or Phantom Contribugd to the Retirement Income Trust Fund (or AccrBedefit Account) and (u) the act
investment experience of such Contributions (omtteeithly compounding rate of Phantom Contributio

4, Schedule of Annual Gross Contributions/Phantom @mutions
Plan Yeal Amount

1998 17,623
1999 8,264

2000 9,217

2001 10,255
2002 11,387
2003 12,619
2004 13,960
2005 15,418
2006 17,003
2007 18,724
2008 20,594

2009 22,623



2010 24,823

2011 27,209
2012 29,796
2013 32,597
2014 36,631
2015 38,915
2016 42,469
2017 46,312
2018 50,469
2019 54,962
2020 59,817
2021 65,063
2022 61,064

AMENDED AND RESTATED
SECOND EXECUTIVE SUPPLEMENTAL RETIREMENT
INCOME AGREEMENT
BENEFICIARY DESIGNATION
The Executive, under the teams of the Executivepleupental Retirement Income Agreement executechbyBank, dated the 1st day
January 2005, hereby designates the following Bemej(ies) to receive any guaranteed payments eathd benefits under such Agreem
following his death:
PRIMARY BENEFICIARY: Joy Ann Schneider
SECONDARY BENEFICIARY: Thomas J. Schneider, Matthe. Schneider, James A. Schneider, per stirpes
This Beneficiary Designation hereby revokes angrdgieneficiary Designation which may have beenfiece.

Such Beneficiary Designation is revocable.

DATE: December 23, 2008

/s/ Edward Mervine /s/ Thomas W. Schneid
(WITNESS) EXECUTIVE

/sl Tonya Crisafull

(WITNESS)
AMENDED AND RESTATED
SECOND EXECUTIVE SUPPLEMENTAL RETIREMENT INCOME AGR EEMENT
NOTICE OF ELECTION TO CHANGE FORM OF PAYMENT
TO: Bank
Attention:

| hereby give notice of my election to change themf of payment of my Supplemental Retirement Incdeeefit from my Retireme
Income Trust Fund, as specified belowunderstand that such notice, in order to be effeteve, must be submitted in accordance with the tim
requirements described in my Executive SupplementdRetirement Agreement. | understand that this formis not applicable to my Accruet
Benefit Account.

| hereby elect to change the form of payment oftragefits from monthly installments throughout my®&at Period to a lurr
sum benefit paymen

| hereby elect to change the form of payment ofbagefits from a lump sum benefit payment to month$tallments througho
my Payout Period. Such election hereby revokegmayious notice of election to receive a lump som of benefit payment

Executive



Date

Acknowledgec
By:

Title:

Date:

AMENDED AND RESTATED
SECOND EXECUTIVE SUPPLEMENTAL RETIREMENT INCOME AGR EEMENT

TRANSITION YEAR ELECTION FORM

Instructions: you have a limited period of time to use thisngition Year Election Form to elect to change fbem of payment of yo
Supplemental Retirement Income Benefit from yoarusd Benefit Account, as specified below.

Due to IRS rules, you must complete this form ter lhanDecember 31, 2008 If you elect to change the form of payment ofr Y@upplement
Retirement Income Benefit from your Accrued Berefitount, you manot use this election form to change the form of paymath respect t
benefits that are scheduled to be paid to you ©820r otherwise to cause your benefits to be paigou in 2008.

0 | hereby elect to change the form of payment of mepefits from my Accrued Benefit Account from mdgtlnstallment:

throughout my Payout Period to a lump sum benefjhgent.
| hereby elect to change the form of payment oflragefits from my Accrued Benefit Account from a jusum benefit payme
to monthly installments throughout my Payout Peri@dich election hereby revokes my previous naifcelection to receive
lump sum form of benefit paymen

Executive

Date

Acknowledgec

By:

Title:

Date:




EXHIBIT 31.1: Rule 13a-14(a) / 15¢-14(a) Certification of the Chief Executive Officer

Certification of Chief Executive Officer
Pursuant to Section 302 of the Sarbanes-Oxley A2002

I, Thomas W. Schneider, President and Chief Exeeifficer, certify that:
1. | have reviewed this Annual report on Form 10-KPathfinder Bancorp, Inc.;

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omg#itéde a material fact
necessary to make the statements made, in lighedafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this report;

3. Based on my knowledge, the financial statement$,oéimer financial information included in this repdairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaaral for, the periods presented in
this report;

4.  The registrant's other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures

(as defined in Exchange Act Rules 13a-15(e) and1B§d)) and internal control over financial repogtias defined in Exchange Act

Rules 13-15(f) and 15-15(f)) for the registrant and hav
(@) Designed such disclosure controls and proceduregused such disclosure controls and procedutes tlesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us
by others within those entities, particularly dgrithe period in which this report is being prepared
(b)  Designed such internal control over financial réipgr, or caused such internal control over finahagorting, to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip
(c) Evaluated the effectiveness of the registrantdatsire controls and procedures and presentedsingort our conclusions
about the effectiveness of the disclosure conaints procedures, as of the end of the period coumreldis report based on such
evaluation; ant
(d)  Disclosed in this report any change in the regigigsanternal control over financial reporting tleatcurred during the
registrant's most recent fiscal quarter (the regyigts fourth fiscal quarter in the case of an ahneport) that has materially affected
is reasonably likely to materially affect, the gant's internal control over financial reportiagd

5.  The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiotterhal control over

financial reporting, to the registrant's auditonsl he audit committee of the registrant's boardiiactors:
(@  All significant deficiencies and material weaknessethe design or operation of internal contratiofinancial reporting which
are reasonably likely to adversely affect the ftegig's ability to record, process, summarize apbrt financial information; an

(b)  Any fraud, whether or not material, that involveammagement or other employees who have a significdanin the registrant's
internal control over financial reporting.

March 27, 2009 /s/ Thomas W. Schneider
Thomas W. Schneider
President and Chief Executive Offic




EXHIBIT 31.2: Rule 13a-14(a) / 15¢-14(a) Certification of the Chief Financial Officer

Certification of Chief Financial Officer
Pursuant to Section 302 of the Sarbanes-Oxley A2002

I, James A. Dowd, Senior Vice President and Clrieancial Officer, certify that:
1. | have reviewed this Annual report on Form 10-KPathfinder Bancorp, Inc.;

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or om#itéde a material fact
necessary to make the statements made, in lighedafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this report;

3. Based on my knowledge, the financial statement$,oéimer financial information included in this repdairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaaral for, the periods presented in
this report;

4.  The registrant's other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures

(as defined in Exchange Act Rules 13a-15(e) and1B§d)) and internal control over financial repogtias defined in Exchange Act

Rules 13-15(f) and 15-15(f)) for the registrant and hav
(@) Designed such disclosure controls and proceduregused such disclosure controls and procedutes tlesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us
by others within those entities, particularly dgrithe period in which this report is being prepared
(b)  Designed such internal control over financial réipgr, or caused such internal control over finahagorting, to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip
(c) Evaluated the effectiveness of the registrantdatsire controls and procedures and presentedsingort our conclusions
about the effectiveness of the disclosure conaints procedures, as of the end of the period coumreldis report based on such
evaluation; ant
(d)  Disclosed in this report any change in the regigigsanternal control over financial reporting tleatcurred during the
registrant's most recent fiscal quarter (the regyigts fourth fiscal quarter in the case of an ahneport) that has materially affected
is reasonably likely to materially affect, the gant's internal control over financial reportiagd

5.  The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiotterhal control over

financial reporting, to the registrant's auditonsl he audit committee of the registrant's boardiiactors:
(@  All significant deficiencies and material weaknessethe design or operation of internal contratiofinancial reporting which
are reasonably likely to adversely affect the ftegig's ability to record, process, summarize apbrt financial information; an

(b)  Any fraud, whether or not material, that involveammagement or other employees who have a significdanin the registrant's
internal control over financial reporting.

March 27, 2009 /s/ James A. Dowd
James A. Dowd
Senior Vice President and Chief Financial Offi




EXHIBIT 32.1 Section 1350 Certification of the Chéf Executive and Chief Financial Officer

Certification pursuant to 18 U.S.C. Section 1350adopted pursuant to Section 906 of the Sarbarks@ct of 2002

Thomas W. Schneider, President and Chief Exec@ffieer, and James A. Dowd, Senior Vice President @hief Financial Officer of Pathfinc
Bancorp, Inc. (the "Company"), each certify in tépacity as an officer of the Company that he baiewed the Annual Report of the Compan
Form 10-K for the year ended December 31, 2008laaicto the best of his knowledge:

1.  the report fully complies with the requirementsSefctions 13(a) of the Securities Exchange Act 841@nd

2. the information contained in the report fairly pFets, in all material respects, the financial cbadiand results of operations of the
Company.

The purpose of this statement is solely to compty Witle 18, Chapter 63, Section 1350 of the Udhigtates Code, as amended by Section 9
the Sarbanes-Oxley Act of 2002.

March 27, 2009 /s/ Thomas W. Schneider
Thomas W. Schneider
President and Chief Executive Officer

March 27, 2009 /s/ James A. Dowd
James A. Dowd
Senior Vice President and Chief Financial Offi




