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PARTI
FORWARD-LOOKING STATEMENTS

When used in this Annual Report the words or ptadsell likely result”, “are expected to”, “will cotinue”, “is anticipated”, “estimate”, "projectdr similar expression a
intended to identify “forward-looking statementaithin the meaning of the Private Securities Litiga Reform Act of 1995. Such statements are sl certain risks ar
uncertainties. By identifying these forwalabking statements for you in this manner, the Camypis alerting you to the possibility that itswadtresults and financial condition n
differ, possibly materially, from the anticipatesbults and financial condition indicated in theseviard-looking statements. Important factors thatld cause the Comparsyactue
results and financial condition to differ from tleosdicated in the forward-looking statements idellamong others, those discussed under “Risk FddtoPart |, Item 1A of thi
Annual Report on Form 10-K. These risks and umadeties should be considered in evaluating forwaoking statements and undue reliance should noplaeed on suc
statements. The Company wishes to caution readertorplace undue reliance on any such forwaoking statements, which speak only as of the da&e€le. The Compa
wishes to advise readers that the factors listetvalcould affect the Company’s financial performamand could cause the Compangctual results for future periods to di
materially from any opinions or statements exprésséh respect to future periods in any currentesteents. Additionally, all statements in this doent, including forward-
looking statements, speak only as of the date @#heynade, and the Company undertakes no obligatiopdate any statement in light of new informatoriuture events.

ITEM 1: BUSINESS
GENERAL
Pathfinder Bancorp, Inc.

Pathfinder Bancorp, Inc. (the "Company") is a Fallgrchartered midier holding company headquartered in Oswego, NeskY The primary business of the Company i
investment in Pathfinder Bank (the "Bank"). Then@any is majority owned by Pathfinder Bancorp, MCH .a federallyehartered mutual holding company (the "Mutual Hog
Company"). At December 31, 2009, the Mutual HagdCompany held 1,583,239 shares of the Compamytsrmon stock (“Common Stockgnd the public held 901,593 she
of Common Stock (the "Minority Stockholders"). Mecember 31, 2009, Pathfinder Bancorp, Inc. hadl tassets of $371.7 million, total deposits of $89fillion anc
shareholders' equity of $29.2 million.

The Company's executive office is located at 214VFast 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,Yelu The Bank operates from its main office adllvas six branch offices located in its ma
area consisting of Oswego County and the contiggousties. The Bank's deposits are insured by#ueral Deposit Insurance Corporation ("FDIC").e Bank was chartered
a New York savings bank in 1859 as Oswego City ig@/Bank. The Bank is a custonmiented institution dedicated to providing mortgdgans and other traditional finan
services to its customers. The Bank is commitbeah¢eting the financial needs of its customersswé€yo County, New York, and the contiguous counties

The Bank is primarily engaged in the business wheting deposits from the general public in thenBa market area, and investing such depositsthegavith other sources
funds, in loans secured by one- to féamily residential real estate and commercial esthte. At December 31, 2009, $196.6 million, ®%670f the Bank's total loan portfo
consisted of loans secured by real estate, of wiik34.3 million, or 68%, were loans secured by doefourfamily residences and $62.2 million, or 32%, weeewed b
commercial real estate. Additionally, $26.1 mifljoor 10%, of total loans, were secured by sec@rtslon residential properties that are classifietonsumer loans. The Bi
also originates commercial and consumer loanstthaled $35.4 million and $3.6 million, respectivebr 15%, of the Bank's total loan portfolio atd@enber 31, 2009. The Bank




Table of Contents
invests a portion of its assets in securities igslie the United States Government and its ageramglssponsored enterprises, state and municipajjailins, corporate de
securities, mutual funds, and equity securitieke Bank also invests in mortgabaeked securities primarily issued or guaranteedJUhjted States Government sponst
enterprises. The Bank's principal sources of fuads deposits, principal and interest paymentsoamd and investments, as well as borrowings fromespondent financi
institutions. The principal source of income iteiest on loans and investment securities. Theé'Bamincipal expenses are interest paid on depcaitd employee compensa
and benefits.

Pathfinder Bank formed a New York state charteneitéd purpose commercial bank subsidiary, Patlgirdommercial Bank, in October of 2002. Pathfin@emmercial Ban
was established to serve the depository needshdicpgentities in its market area.

In April 1999, the Bank established Pathfinder RBIc., a New York corporation, as the Bank's wiralvned real estate investment trust subsidiaryDétember 31, 200
Pathfinder REIT, Inc. held $17.8 million in mortgesgand mortgage related assets. All disclosuréssrForm 10K relating to the Bank's loans and investmentsuidelloans ar
investments that are held by Pathfinder REIT, Inc.

The Bank also has 100% ownership in Whispering @akgelopment Corp., a New York corporation, whishietained in case the need to operate or deveteglbésed real est:
emerges. This subsidiary is currently inactive.

In addition, the Company has a noonsolidated Delaware statutory trust subsidiagthfhder Statutory Trust I, of which 100% of ttemmon equity is owned by t
Company. Pathfinder Statutory Trust Il was fornmedonnection with the issuance of trust prefesedurities.

Employees

As of December 31, 2009, the Bank had 90 full-tengployees and 19 pditne employees. The employees are not represéytadcollective bargaining unit and we consider
relationship with our employees to be good.

MARKET AREA AND COMPETITION

The economy in the Bank's market area is manufagiariented and is also significantly dependent upgos $tate University of New York College at Oswedde majo
manufacturing employers in the Bank's market areaEmtergy Nuclear Northeast, Novelis, ConstelgtiNRG and Huhtamaki. The Bank is the largest digpry institutior
headquartered in Oswego County. The Bank's busimed operating results are significantly affe¢cigdhe general economic conditions prevalent imiggket areas.

The Bank encounters strong competition both iraeting deposits and in originating real estate $oamd other loans. Its most direct competitiondeposits has historically col
from commercial banks, savings banks, savings &smts and credit unions in its market area. Cetitipn for loans comes from such financial ingtdas as well as mortga
banking companies. The Bank competes for depbgitsffering depositors a high level of personalisr and a wide range of competitively priced ficiahservices. The Ba
competes for real estate loans primarily throughitierest rates and loan fees it charges and @glagr as well as by originating and holding is jtortfolio mortgage loans whi
do not necessarily conform to secondary market mwiting standards. The recent turmoil in the desitial mortgage sector of the United States ecgnbas caused cert:
competitors to be less effective in the market @la?/hile Central New York did not experience theel of speculative lending and borrowing in resiild real estate that
adversely affected other regions on a nationalshasirtain mortgage brokers and finance companiesii area are either no longer operating, or tiavieed aggressive lendil
practices. Additionally, as certain money centansl large regional banks grapple with current emdnoconditions and the related credit crisis, thegility to compete ¢
effectively has been muted. Management believasthiese conditions have created a window of retlgoenpetition for local community and regional bak residential loan
and to a lesser extent, commercial real estatesloan
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REGULATION AND SUPERVISION

General

The Bank is a New York-chartered stock savings bamk its deposit accounts are insured up to agpédanits by the FDIC through the Deposit Insurareund (“DIF ). The
Bank is subject to extensive regulation by the Newk State Banking Department (the “Departmend,its chartering agency, and by the FDIC, asefdit insurer and prime
federal regulator. The Bank is required to filpads with, and is periodically examined by, thel€Cand the Superintendent of the Department comugrits activities an
financial condition and must obtain regulatory amais prior to entering into certain transactioimgluding, but not limited to, mergers with or aggitions of other bankir
institutions. The Bank is a member of the Fedei@ine Loan Bank of New York (“FHLBNY”and is subject to certain regulations by the Féd¢ome Loan Bank System. T
Company and the Mutual Holding Company are fedgrctiartered. Consequently, they are subject talagigns of the Office of Thrift Supervision ("OT)S&4s savings and lo
holding companies. Any change in such regulatievtsether by the Department, the FDIC, or the OTBlddave a material adverse impact on the BankCibmapany or th
Mutual Holding Company.

Regulatory requirements applicable to the Bank, Geenpany and the Mutual Holding Company are retetee below or elsewhere herein. This descriptiérstatutory an
regulatory provisions does not purport to be a detepdescription of all such statutes and regutatiapplicable to the Mutual Holding Company, then@any, or the Bank.

Recent Regulatory Developments

In response to the financial crises affecting thaking system and financial markets and going conttereats to investment banks and other finarinititutions, on October
2008, the Emergency Economic Stabilization Act @& (the “EESA”) was signed into law. EESA prowsdamong other things, for a Troubled Assets Rélregram (“TARP),
under which the U.S. Department of the Treasurythasauthority to purchase up to $700 billion ofis#ties and certain other financial instrumentsrfinancial institutions fc
the purpose of stabilizing and providing liquiditythe U.S. financial markets.

See the discussion relating to the Emergency Ecan8tabilization Act of 2008 and the economic remgvpackage discussed under that caption below.

On October 14, 2008, the FDIC announced the Tempdrmuidity Guarantee Program (“TLGP”JThis program has two components. One guarantee$y rissued senic
unsecured debt of the participating organizatiapsto certain limits established for each instdnfiissued between October 14, 2008 and June 89, 2Zhe other component
the program provides full FDIC insurance coveragernfoninterest bearing transaction deposit accounts rdégss of dollar amount, until December 31, 2008.ahnualized 1
basis point assessment on balances in noninteeesing transaction accounts that exceed the egisteposit insurance limit of $250,000 will be a&s®& on a quarterly basis
insured depository institutions participating institomponent of the TLGP. The Company has chosgmatticipate in both components of the TLGP. Hdelitional expen:
related to this coverage has not been significanPathfinder Bank.

The American Recovery and Reinvestment Act of 20@RRA”"), more commonly known as the economic stimulus onentc recovery package, was signed into lav
February 17, 2009, by President Obama. ARRA iredua wide variety of programs intended to stimulléeeconomy and provide for extensive infrastrigtenergy, health, a
education needs. In addition, ARRA imposes cen@w executive compensation and corporate expearditmits on all current and future CPP recipientsil the recipient he
repaid the Treasury.

The administration of President Obama introduces Ntaking Home Affordable program in 2009. This gnam allows homeowners with loans guaranteed byiiEakMae o
Freddie Mac an opportunity to refinance into mdferdable monthly payments. Pathfinder Bank sasilmans that

have been purchased by Fannie Mae, and therefer®aink does participate in this program. The mpgalso encourages banks to voluntarily modify fpbd loans fo
borrowers who are eligible. Pathfinder Bank alattipipates in that manner. Very few of our boressrhave been eligible to participate in the progralthough participating
the program has increased our administrative exgsens
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The New York Legislature passed, and the Goverigoresl into law, Governaos' Program Bill No. 46. This law, which became efifee January 14, 2010, amends and suppler
various existing statues including the Real PrgpAdtions and Proceedings Law, the Uniform Comnadr€iode, the Civil Practice Law and Rules and theksng Law. In brie
the law imposes additional foreclosure notice pBimris on owners and tenants oft Tamily residential premises; additional filinggrerements in such foreclosures; mande
judicial settlement conferences in residential ¢twsures; an obligation on the bank to maintainnpses in foreclosure prior to taking title; and exthmiscellaneot
requirements. We believe this new law will delayeiclosures on residential properties and incré&aeelosure cost.

New York State Banking Law and FDIC Regulation

The Bank derives its lending, investment and othehority primarily from the applicable provision§ New York State Banking Law and the regulatioighe Department, i
limited by FDIC regulations. In particular, the dippble provisions of New York State Banking Lawdaregulations governing the investment authoritgl antivities of an FDI'
insured statehartered savings bank have been substantiallyelihy the Federal Deposit Insurance Corporatiopréwement Act of 1991 ("FDICIA") and the FDIC regtibns
issued pursuant thereto. Under these laws andatemns, savings banks, including the Bank, mayesiin real estate mortgages, consumer and conmmh&ans, certain types
debt securities, including certain corporate debusities and obligations of federal, state an@llgovernments and agencies, certain types of catpequity securities and cert
other assets. New York State chartered savingksbamray also invest in subsidiaries under theirisereorporation investment authority. A savingsibanay use this power
invest in corporations that engage in various @@ authorized for savings banks, plus any add#i activities, which may be authorized by the Bag Board. Under FDICI.
and the FDIC’s implementation of regulations, thenB's investment and service corporation activitiesleméted to activities permissible for a nationark unless the FDI
otherwise permits it.

The FDIC and the Superintendent have broad enfanemuthority over the Bank. Under this authoritye FDIC and the Superintendent have the abidityssue formal ¢
informal orders to correct violations of laws orsafe or unsound banking practices.

FDIC Insurance on Deposits

The Bank is a member of the DIF, which is admimideby the FDIC. Deposits are insured up to applie limits by the FDIC and such insurance is bedkge the full faith an
credit of the U.S. Government.

The Federal Deposit Insurance Reform Act of 200&githe FDIC increased flexibility in assessingnpitens on banks and savings associations, inclutiegBank, to pay ft
deposit insurance and in managing its deposit arse reserves. The reform legislation providededitto all insured institutions, based on the ant@f their insured deposits
yea-end 1996, to offset the premiums that they maydsessed; combined the BIF and SAIF to form a sibgigosit Insurance Fund; increased deposit inserem&250,000 fc
Individual Retirement Accounts; and authorizedatifinbased increases in deposit insurance on other atxevery 5 years. In 2008, Congress has temppraxtended tr
$250,000 insurance limit to all other depositorcasts through December 31, 2013.

On December 22, 2008, the FDIC published a finkd tivat raises the current deposit insurance assgggates uniformly for all institutions by 7 bagioints (to a range from 1
50 basis points) effective for the first quarter2®9. On February 27, 2009, the FDIC also issuéidal rule that revises the way the FDIC caleesatederal deposit insure
assessment rates beginning in the second quar20Q¥. Under the new rule, the total base assedsrat will range from 7 to 77.5 basis points loé tinstitutions deposi
depending on the risk category of the institutiod a

Page ¢




Table of Contents

the institution’s levels of unsecured debt, secuiadallities, and brokered depositsOn May 22, 2009, the FDIC adopted a final ragosing a 5 basis point special assessm
each insured depository institution's assets miries 1 capital as of June 30, 2009. The impacthefgpecial assessment was approximately $180idally, on November :
2009, the FDIC adopted a final rule amending thees@ment regulations to require insured deposittjtutions to prepay their quarterly riflesed assessments for the fi
quarter of 2009, and for all of 2010, 2011, and2Gin December 30, 2009. The three-year assessewarted in the Compars/bther assets amounted to $1.7 million. Bo
special and regular assessment changes have bpeseidon all FDIC insured institutions for the yeaded December 31, 2009.

The credit provided by the 2005 Act was determibased on the assessment base of the institutioh@scember 31, 1996 as compared with the combined aggregagssisiel
base of all eligible institutions as of that dafbose institutions having credits could use theroftset up to 100% of the 2007 DIF assessment,famat completely used in 20C
applied the remaining credits to not more than @¥%ach of the aggregate 2008, 2009 and 2010 Di€saments. Pathfinder Bank offset 90% of its DEessments with availal
onetime assessment credits for the first two quartérd008 and took the remaining balance of the tragainst the third quarter assessment. For teerfine months of 20C
credits utilized to offset amounts assessed fdnffater Bank totaled $76,000. Fourth quarter 2088=asments and 2009 assessments for Pathfindemiaelnot offset by credi

See the discussion of recent regulatory developsretdting to the FDIC and its impact on the Conypdiscussed above under the caption “ Recent Regyl®evelopments ".
Regulatory Capital Requirements

The FDIC has adopted ridkased capital guidelines to which the Bank is sutbj&he guidelines establish a systematic analyficanework that makes regulatory car
requirements more sensitive to differences in piskiles among banking organizations. The Banletuired to maintain certain levels of regulatorpita in relation to regulato
risk-weighted assets. The ratio of such regulatapital to regulatory risk-weighted assets is meférto as the Bank's "risk-based capital ratio $kRiased capital ratios ¢
determined by allocating assets and specified aldtice sheet items to four riskeighted categories ranging from 0% to 100%, witihar levels of capital being required for
categories perceived as representing greater risk.

These guidelines divide a savings bank's capitaltiwo tiers. The first tier ("Tier I") includes oonon equity, retained earnings, certain momulative perpetual preferred st
(excluding auction rate issues) and minority inééseén equity accounts of consolidated subsidiatess goodwill and other intangible assets (exoepttgage servicing rights a
purchased credit card relationships subject toagettmitations). Supplementary ("Tier 1I") capitadcludes, among other items, cumulative perpetua long-term limitedife
preferred stock, mandatory convertible securittestain hybrid capital instruments, term subordidadebt and the allowance for loan and lease lpsabgect to certain limitatior
less required deductions. Savings banks are ratjtorsaintain a total risk-based capital ratio tieast 8%, and a Tier | risk based capital le¥eltdeast 4%.

In addition, the FDIC has established regulatioresgribing a minimum Tier | leverage ratio (Tiezdpital to adjusted total assets as specifiedarrélgulations). These regulatir
provide for a minimum Tier | leverage ratio of 3% banks that meet certain specified criteria,udolg that they have the highest examination rating are not experiencing
anticipating significant growth. All other bankseaequired to maintain a Tier | leverage ratio % Blus an additional cushion of at least 100 to Ba§is points. The FDIC and
other federal banking regulators have proposed dments to their minimum capital regulations to pdevthat the minimum leverage capital ratio foregasitory institution thi
has been assigned the highest composite ratinguadér the Uniform Financial Institutions Ratings8&m will be 3% and that the minimum leverage edpitio for any othe
depository institution will be 4% unless a highevdrage capital ratio is warranted by the particalecumstances or risk profile of the depositomgtitution. The FDIC ma
however, set higher leverage and rislsed capital requirements on individual institasiovhen particular circumstances warrant. Savirgyk® experiencing or anticipati
significant growth are expected to maintain capisibs, including tangible capital positions, wettiove the minimum levels.
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Limitations on Dividends and Other Capital Distributions

The FDIC has the authority to use its enforcememtgrs to prohibit a savings bank from paying divide if, in its opinion, the payment of dividendsuaconstitute an unsafe
unsound practice. Federal law also prohibits tagngent of dividends by a bank that will result ire tbank failing to meet its applicable capital riegments on a pro forn
basis. New York law also restricts the Bank froecldring a dividend that would reduce its capitalolv the amount that is required to be maintaingdstate law an
regulation. The Company is also subject to the @d3tal distribution rules by virtue of being aff ®regulated savings and loan holding company.

Prompt Corrective Action

The federal banking agencies have promulgated aéigok to implement the system of prompt correctiedon required by federal law. Under the redafet, a bank shall |
deemed to be (i) "well capitalized" if it has totalk-based capital of 10% or more, has a Tiesk-hiased capital ratio of 6% or more, has a Tier etage capital ratio of 5%
more and is not subject to any written capital ofedirective; (ii) "adequately capitalized" iflilas a total risk based capital ratio of 8% or mar&ier | riskbased capital ratio
4% or more and a Tier | leverage capital ratio %f dr more (3% under certain circumstances) and doemeet the definition of "well capitalized";i)ifundercapitalized" if it he
a total risk-based capital ratio that is legtkan 8%, a Tier | rislbased capital ratio that is less than 4% or a Tewerage capital ratio that is less than 4% (3%dax certai
circumstances); (iv) "significantly undercapitali?df it has a total risk-based capital ratio timtess than 6%, a Tier | ridkased capital ratio that is less than 3% or a Meverag:
capital ratio that is less than 3%; and (v) "calig undercapitalized" if it has a ratio of tangil#quity to total assets that is equal to or leas 2%. Federal law and regulations
specify circumstances under which a federal bankiggncy may reclassify a well capitalized insténtias adequately capitalized and may require anuadely capitalize
institution to comply with supervisory actions & were in the next lower category (except that EDIC may not reclassify a significantly undeiitalized institution as critical
undercapitalized).

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

Under current federal law, transactions betweerosigqry institutions and their affiliates are goved by Sections 23A and 23B of the Federal Res&ctand its implementir
regulations. An affiliate of a savings bank is amynpany or entity that controls, is controlled byjs under common control with the savings barkepthan a subsidiary of t
savings bank. In a holding company context, at sirmim, the parent holding company of a savings pankl any companies that are controlled by sucaenpdrolding compan
are affiliates of the savings bank. Generally, Bac23A limits the extent to which the savings bamkts subsidiaries may engage in "covered traiwa' with any one affiliate -
an amount equal to 10% of such savings bank'satagtck and surplus and contains an aggregatedimall such transactions with all affiliates to @amount equal to 20% of st
capital stock and surplus. The term "covered tretimal’ includes the making of loans or other exiems of credit to an affiliate; the purchase ofeassrom an affiliate, tt
purchase of, or an investment in, the securitieanoéffiliate; the acceptance of securities of fiilie as collateral for a loan or extension oédit to any person; or issuance
guarantee, acceptance, or letter of credit on betfian affiliate. Section 23A also establishescsfpe collateral requirements for loans or extemsi®f credit to, or guarante
acceptances on letters of credit issued on behalf affiliate. Section 23B requires that covenethsactions and a broad list of other specifiedsaations be on terms substanti
the same, or no less favorable, to the savings baitk subsidiary as similar transactions with affitiates.

Further, Section 22(h) of the Federal Reserve At iés implementing regulations restrict a savibgsek with respect to loans to directors, executfficers, and principi
stockholders. Under Section 22(h), loans to dinsctexecutive officers and stockholders who contlokctly or indirectly, 10% or more of voting sgities of a savings bank a
certain related interests of any of the foregomgy not exceed, together with all other outstandid@gs to such persons and affiliated entities stngngs bank's total unimpail
capital and unimpaired surplus. Section 22(h)
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also prohibits loans above amounts prescribed byaghpropriate federal banking agency to directexgcutive officers, and stockholders who contrd%16r more of votin
securities of a stock savings bank, and their @sperelated interests, unless such loan is aggtan advance by a majority of the board of directof the savings bank. A
"interested" director may not participate in thding. Further, pursuant to Section 22(h), loanditectors, executive officers and principal stodkleos must generally be made
terms substantially the same as offered in comparabnsactions to other persons. Section 22(ghefFederal Reserve Act places additional limitation loans to executi
officers.

Supervisory Agreement

During May 2009, the Company entered into a SugeryiAgreement with the OTS. The agreement waeti connection with the identification of centaiolations of
applicable statutory and regulatory restrictionsapital distributions and transactions with adfiis. As a result of the identified violationsg thompany recorded $41,000 of
income relating to certain transactions with itsamsolidated parent company Pathfinder Bancorp, MttCaddition the Company is prohibited from adaspor directing
Pathfinder Bank to declare or pay a dividend oeotfapital distributions without the prior writtapproval of the Office of Thrift Supervision. Aliolations have been corrected
and the Company believes it is in compliance with Agreement.

Federal Holding Company Regulation

General . The Company and the Mutual Holding Company arednersified savings and loan holding companiesinithe meaning of the Home Owners' Loan Act.
Company and the Mutual Holding Company are regstevith the OTS and are subject to OTS regulatiemaminations, supervision and reporting requiresieAs such, tt
OTS has enforcement authority over the Companytiaediutual Holding Company, and their nsavings institution subsidiaries. Among other ¢isinthis authority permits t
OTS to restrict or prohibit activities that areetetined to be a serious risk to the subsidiaryremvinstitution.

Permitted Activities. Under OTS regulation and policy, a mutual holdamgnpany and a federally chartered ri&t-holding company, such as the Company, may gaga the
following activities: (i) investing in the stock afsavings association; (ii) acquiring a mutuabaisgion through the merger of such association énsavings association subsid
of such holding company or an interim savings assion subsidiary of such holding company; (iii) &g with or acquiring another holding companyeaf whose subsidiari
is a savings association; (iv) investing in a cogtion, the capital stock of which is available farrchase by a savings association under fedexabtaunder the law of any sti
where the subsidiary savings association or assocgashare their home offices; (v) furnishing @rfprming management services for a savings adsmtiaubsidiary of suc
company; (vi) holding, managing or liquidating @ssewned or acquired from a savings subsidiaryushscompany; (vii) holding or managing propertiegd or occupied by
savings association subsidiary of such companyi) &dting as trustee under deeds of trust; (ix) ather activity (A) that the Federal Reserve Boéndregulation, has determir
to be permissible for bank holding companies urkstion 4(c) of the Bank Holding Company Act of &98nless the Director of the OTS, by regulatiomhgbits or limits an
such activity for savings and loan holding compan@ (B) in which multiple savings and loan holglicompanies were authorized (by regulation) toadiyeengage on March
1987; (x) any activity permissible for financial lHmg companies under Section 4(k) of the Bank wdCompany Act, including securities and insuranoéerwriting; an
(xi) purchasing, holding, or disposing of stock @icgd in connection with a qualified stock issuaifcthe purchase of such stock by such savingslaad holding company
approved by the Director. If a mutual holding c@amp acquires or merges with another holding comptrey holding company acquired or the holding comypeesulting fror
such merger or acquisition may only invest in asset engage in activities listed in (i) through &bove, and has a period of two years to ceagaanconforming activities ai
divest of any nonconforming investments.
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The Home Owners' Loan Act prohibits a savings aaeh lholding company, directly or indirectly, ordabgh one or more subsidiaries, from acquiring agoglavings association
holding company thereof, without prior written appal of the OTS. It also prohibits the acquisitionretention of, with certain exceptions, morentt#6 of a nonsubsidia
savings association, a nonsubsidiary holding compana nonsubsidiary company engaged in activiitber than those permitted by the Home Ownershl&ea; or acquiring ¢
retaining control of an institution that is not &lly insured. In evaluating applications by hogdcompanies to acquire savings associationsQffi®@ must consider the financ
and managerial resources, future prospects ofdhgany and association involved, the effect ofabguisition on the risk to the insurance fund,dbevenience and needs of
community and competitive factors.

The OTS is prohibited from approving any acquisitibat would result in a multiple savings and Ideodding company controlling savings associationsniore than one sta
subject to two exceptions: (i) the approval of istate supervisory acquisitions by savings and lealding companies, and (ii) the acquisition ofaaiags institution in anoth
state if the laws of the state of the target sawiimgtitution specifically permit such acquisitioriBhe states vary in the extent to which they pemterstate savings and Ic
holding company acquisitions.

Waivers of Dividends by Mutual Holding Company . OTS regulations require the Mutual Holding Compémnotify the OTS of any proposed waiver of iggeipt of dividenc
from the Company. The OTS may object to such waive

Conversion of the Mutual Holding Company to Stock Form . OTS regulations permit the Mutual Holding Compamyonvert from the mutual form of organizatiorthe capite
stock form of organization (a "Conversion Trangatt). There can be no assurance when, if evegQrav€sion Transaction will occur, and the Boardakctors has no curre
intention or plan to undertake a Conversion Tratigsac In a Conversion Transaction a new holdinthpany would be formed as the successor to the Caynftlae “"New Holdin:
Company"), the Mutual Holding Company's corporatstence would end, and certain depositors of taekBvould receive the right to subscribe for addisil shares of the Ne¢
Holding Company. In a Conversion Transaction, esttére of common stock held by stockholders othen the Mutual Holding Company ("Minority Stockhetd") would b
automatically converted into a number of sharesomimon stock of the New Holding Company determipecsuant to an exchange ratio (determined by a@pieddent valuatio
that ensures that Minority Stockholders own the esgmarcentage of common stock in the New Holding Gamy as they owned in the Company immediately pidothe
Conversion Transaction. The total number of ehareld by Minority Stockholders after a Conversitmansaction also would be increased by any puesh&y Minority
Stockholders in the stock offering conducted as giathe Conversion Transaction.

Federal Securities Law

The common stock of the Company is registered whith SEC under the Securities Exchange Act of 1834amended (“Exchange Act”The Company is subject to
information, proxy solicitation, insider tradingstections and other requirements of the SEC uttdeExchange Act.

The Company Common Stock held by persons who éitetfs (generally officers, directors and pringlistockholders) of the Company may not be resatHout registration ¢
unless sold in accordance with certain resaleicéisins. If the Company meets specified curreriliginformation requirements, each affiliate ogt@ompany is able to sell in
public market, without registration, a limited nuentof shares in any three-month period.

Federal Reserve System

The Federal Reserve Board requires all depositostitutions to maintain noninterelséaring reserves at specified levels against tn@isaction accounts (primarily checki
money management and NOW checking accounts). &elber 31, 2009, the Bank was in compliance wigsétreserve requirements.
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Federal Community Reinvestment Regulation

Under the Community Reinvestment Act, as amendel'€RA"), as implemented by FDIC regulations, @rsgs bank has a continuing and affirmative obigatconsistent wit
its safe and sound operation, to help meet thetanedds of its entire community, including low amdderate income neighborhoods. The CRA doesstabksh specific lendir
requirements or programs for financial institutioms does it limit an institution's discretion tewelop the types of products and services thatliebes are best suited to
particular community, consistent with the CRA. TBRA requires the FDIC, in connection with its exaation of a savings institution, to assess thétirt®n's record of meetir
the credit needs of its community and to take seclrd into account in its evaluation of certaiplagations by such institution. The CRA requirbe F£DIC to provide a writte
evaluation of an institution's CRA performanceigitilg a four-tiered descriptive rating system. Bank's latest CRA rating was "satisfactory."

New York State Community Reinvestment Regulation

The Bank is subject to provisions of the New Yot&t8 Banking Law which impose continuing and affitime obligations upon banking institutions org&nizn New York Stal
to serve the credit needs of its local community{CRA") which are substantially similar to thoseposed by the CRA. Pursuant to the NYCRA, a banktrfile an annui
NYCRA report and copies of all federal CRA reparith the Department. The NYCRA requires the Daperit to make a biennial written assessment of &'®aompliance wit
the NYCRA, utilizing a fourtiered rating system and make such assessmenalabeatb the public. The NYCRA also requires th@&intendent to consider a bank's NYC
rating when reviewing a bank's application to erg@mgcertain transactions, including mergers, assathases and the establishment of branch officastomated teller machin
and provides that such assessment may serve assddrahe denial of any such application.

The Bank's NYCRA rating as of its latest examinatieas "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 new powersdaress terrorist thre:
through enhanced domestic security measures, eggdandveillance powers, increased information sigagand broadened antioney laundering requirements. The PATRIOT
also requires the federal banking agencies toitetkheconsideration the effectiveness of controlsigiged to combat money laundering activities irettatning whether to approwvt
merger or other acquisition application of a finahanstitution. Accordingly, if the Company wete engage in a merger or other acquisitions, itgrots designed to comt
money laundering would be considered as part offidication process. The Company and the Bank leatablished policies, procedures and systemgrassbito comply wit
these regulations.

Sarbanes-Oxley Act of 2002

The Sarbanes-Oxley Act of 2002 (“Sarbanes Oxleydswigned into law on July 30, 2002. SarbaDekey is a law that addresses, among other issugepprate governanc
auditing and accounting, executive compensatiod,earhanced and timely disclosure of corporate médion. As directed by Section 302(a) of SarbaDekey, the Company’
Chief Executive Officer and Chief Financial Officare each required to certify that the Compamyarterly and annual reports do not contain artyue statement of a mate
fact. The rules have several requirements, inolydiiaving these officers certify that: they arepmesible for establishing, maintaining and regyl@valuating the effectiveness
our internal controls; they have made certain dsates to our auditors and the audit committeehefBoard of Directors about our internal contr@sg they have includ
information in our quarterly and annual reports whtheir evaluation and whether there have beenifsignt changes in our internal controls or in ettactors that cou
significantly affect internal controls subsequenttte evaluation. On October 2, 2009, the SE@Gtgth
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another extension for the outside auditor assessumgih fiscal years ending after June 15, 201¥/e have existing policies, procedures and systsgned to comply with the
regulations, and are further enhancing and documgstich policies, procedures and systems to emsuntinued compliance with these regulations.

Emergency Economic Stabilization Act of 2008

The Emergency Economic Stabilization Act of 200BESA") was enacted on October 3, 2008. EESA endbtefederal government, under terms and conditiorize develope
by the Secretary of the Treasury, to insure tradifessets, including mortgadpacked securities, and collect premiums from pigdiing financial institutions. EESA includ
among other provisions: (a) the $700 billion TradAssets Relief Program ("TARP"), under which Seeretary of the Treasury is authorized to purchasere, hold, and sel
wide variety of financial instruments, particulatlyose that are based on or related to residemtiabmmercial mortgages originated or issued ohefore March 14, 2008; a
(b) an increase in the amount of deposit insurgmoeided by the FDIC.

Under the TARP, the United States Department oa3uey authorized a voluntary Capital Purchase Rrago purchase up to $250 billion of senior pref@rshares of qualifyir
financial institutions that elected to participdtg November 14, 2008. Tharogram was developed to attract broad participatip strong financial institutions, to stabilizee
financial system and increase lending to beneétrhtional economy and citizens of the United Stathe board of directors and management analyzegdtential merits ¢
participating in the Capital Purchase Program (“QRI the Treasury DepartmestTARP. It was the general view of the board arahagement that in the present nati
economic risk environment, enhancing the Compamgpital ratios is both prudent, given the curmdithate, and potentially opportunistic as we mavi® the next busine
cycle. Additionally, any increase to capital wilbntinue to support the Companrylending activities to individuals, families, abdisinesses in our community. Compa
participating in the CPP are required to adoptagerstandards relating to executive compensatidre terms of the CPP also limit certain uses oftahpy the issuer, includir
with respect to repurchases of securities and asa®in dividends.

On September 11, 2009, the Company entered intréhBse Agreement with the Treasury Departmentuaumtsto which the Company has issued and sold ¢éastry: (i) 6,77
shares of the Compars/Series A Preferred Stock, having a liquidatioroant per share equal to $1,000, for a total pric&6771,000; and (ii) a Warrant to purchase 154
shares of the Company’s common stock, par valugl$fer share, at an exercise price per share 68%$6.

The Chief Executive Officer and the Chief Finandiificer are required to certify compliance withetkompensation provisions of the CPP program. €@utifications ar
appended to this 10-K in Exhibit 99.1 and 99.2.

Securities and Exchange Commission Reporting

The Company maintains an Internet website locatednav.pathfinderbank.coron which, among other things, the Company make#adle, free of charge, various reports th
files with or furnishes to the Securities and Exxy@ Commission, including its Annual Report on FdrK, quarterly reports on Form 10-Q, and curnegorts on Form 8-
K. The Company has also made available on its ieelis Audit Committee Charter, Compensation Cotteei Charter, Governance Guidelines (which senth@dNominating
Governance Committee’s charter) and Code of Ethldsese reports are made available as soon asneddgracticable after these reports are fidgth or furnished to tr
Securities and Exchange Commission.

The Company's Annual Report on Form 10-K may besssed on the Company's website at www.pathfindérbam/annualmeeting
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FEDERAL AND STATE TAXATION
Federal Taxation

The following discussion of federal taxation isentled only to summarize certain pertinent federebine tax matters and is not a comprehensive giseriof the tax rule
applicable to the Company or the Bank.

Bad Debt Reserves . Prior to the Tax Reform Act of 1996 (“the 1996tA¢ the Bank was permitted to establish a reserve &ar debts and to make annual additions t
reserve. These additions could, within specifieainiula limits, be deducted in arriving at the Bartiexable income. As a result of the 1996 Act,Bhek must use the small bt
experience method in computing its bad debt deducti

Taxable Distributions and Recapture .. Prior to the 1996 Act, bad debt reserves creptied to January 1, 1988 were subject to recaphiretaxable income should the Bank fa
meet certain thrift asset and definitiona¢sts. New federal legislation eliminated thes#ttrelated recapture rules. However, under aurfew, pre1988 reserves remain sub,
to recapture should the Bank cease to retain a battkift charter or make certain non-dividendtdisitions.

Minimum Tax . The Internal Revenue Code imposes an altematiinimum tax ("AMT") at a rate of 20% on a baserefular taxable income plus certain tax prefere
("alternative minimum taxable income" or "AMTI")The AMT is payable to the extent such AMTI is ircess of an exemption amount. Net operating losagoffset no mo
than 90% of AMTI. Certain payments of alternatimaimum tax may be used as credits against regaddiabilities in future years.

Net Operating Loss Carryovers. A financial institution may carry back net optang losses to the preceding two taxable yearsfameard to the succeeding 20 taxable years.
State Taxation

New York Taxation . The Bank is subject to the New York State Frésefax on Banking Corporations in an annual ameqpuial to the greater of (i) 7.1% of the Bank'stite
net income" allocable to New York State during téeable year, or (i) the applicable alternativenimum tax. The alternative minimum tax is gengrélle greater of (a) 0.01%
the value of the Bank's assets allocable to NewkY&tiate with certain modifications, (b) 3% of tharlk's "alternative entire net income" allocableNlew York State, ¢
(c) $250. Entire net income is similar to fedeta@table income, subject to certain modifications aiternative entire net income is equal to entiee income without certa
modifications. Net operating losses arising in¢beaent period can be carried forward to the sedi®y 20 taxable years.

Neither the Internal Revenue Service or New Yo&have examined our federal or state tax retwitisn the past 5 year

ITEM 1A: RISK FACTORS

Not required of a smaller reporting compa

ITEM 1B: UNRESOLVED STAFF COMMENTS

None.
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ITEM 2: PROPERTIES

The Bank conducts its business through its mairtefiocated in Oswego, New York, and six branchcef located in Oswego County. The following tabéds forth certa
information concerning the main office and eachnbheoffice of the Bank at December 31, 2009. Tggregate net book value of the Bank's premisesegmépment was $7
million at December 31, 2009. For additional imh@tion regarding the Bank's properties, see Nota®d715 to the Consolidated Financial 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 2005 Owned

3025 East Ave
Central Square, New York 13036

(1) The building is owned; the underlying land is lehgéth an annual rent of $21,0!
(2) The building is owned; the underlying land is lehgéth an annual rent of $30,0!

ITEM 3: LEGAL PROCEEDINGS
There are various claims and lawsuits to whichGbenpany is periodically involved incident to ther@many's business. In the opinion of managemenh slaims and lawsuits

the aggregate are not expected to have a matdxiatse impact on the Company's consolidated fieoindition and results of operations

ITEM 4: (REMOVED AND RESERVED)
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PART Il

ITEM 5: MARKET FOR REGISTRANT'S COMMON EQUITY, REL ATED STOCKHOLDER MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES

Pathfinder Bancorp, Inc.'s common stock currenthdés on the Nasdaq Capital Market under the sytBHC". There were 510 shareholders of recordfabarch 17
2010. The following table sets forth the high dma closing bid prices and dividends paid per skdreommon stock for the periods indicated:

Dividend
Quarter Ended: High Low Paid
December 31, 200 $ 7.00C $5.55( $ 0.030(
September 30, 20C 7.98( 5.43( 0.030(
June 30, 200 8.00C 4.95( 0.060(
March 31, 200¢ 8.20( 4.75( -
December 31, 200 $13.50( $6.00C $ 0.102¢
September 30, 20C 10.25( 6.89( 0.102¢
June 30, 200 11.25( 7.00( 0.102¢
March 31, 200¢ 16.55( 9.72( 0.102¢

Dividends and Dividend History

The Company has historically paid regular quartedgh dividends on its common stock, and the Bo&ifdlirectors presently intends to continue the pagtrof regular quarter
cash dividends, subject to the need for those feimddebt service and other purposes. Paymenivafehds on the common stock is subject to detearon and declaration by t
Board of Directors and will depend upon a numbefaofors, including capital requirements, regulatanitations on the payment of dividends, Pathén@ank and its subsidiar
results of operations and financial condition, tnsiderations, and general economic conditionsersdeteriorating economic conditions, and the @any’s focus on th
retention and growth of capital, it is unlikely tHature, neaterm dividends will replicate the historical divithk payouts of 2008 and prior years. The Companytual holdin
company, Pathfinder Bancorp, M.H.C., may elect &we or receive dividends each time the Companjades a dividend. The election to waive the dinidleeceipt requires pri
non-objection of the OTS. The Mutual Holding Compaiiy dot waive the right to receive its portion oétbash dividends declared during 2009. During 2€683Mutual Holdin
Company waived one quarter’s dividends totaling3260.

Since the Company has chosen to participate iteasurys CPP program, its ability to increase dividendistgtockholders is limited without prior appro¥sl the United Stat
Treasury Department.
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ITE M 6: SELECTED FINANCIAL DATA

The Company is the parent company of the Bank athfifder Statutory Trust I. The Bank has threeraping subsidiaries Rathfinder Commercial Bank, Pathfinder REIT,

and Whispering Oaks Development Corp.

The following selected consolidated financial dsgas forth certain financial highlights of the Caany and should be read in conjunction with the ofidated financial stateme
and related notes, and the "Management's DiscusaimhAnalysis of Financial Condition and Result©Ogpierations” included elsewhere in this annualoemn Form 10-K.

2009 2008 2007 2006 2005

Year End (In thousands)
Total asset 371,69 $ 352,76( 320,69: $ 301,38: 296,94¢
Loans receivable, ni 259,38 247,401 221,04t 201,71 187,88¢
Deposits 296,83¢ 269,43t 251,08! 245,58! 236,37"
Equity 29,23t 19,49t 21,704 20,85( 20,92¢
For the Year (In thousands)
Net interest incom 11,777 $ 10,67¢ 8,661 $ 8,34¢ 8,742
Core noninterest income ( 2,72¢ 2,78¢ 2,627 2,39¢ 2,33:
Net gains/(losses) on sales of impairmer

investment securitie 112 (2,197 378 29¢ (20%)
Net gains/(losses) on sales of loans

foreclosed real esta 54 (49 42 (80) (88)
Noninterest expense ( 10,38: 9,88: 9,79¢ 9,64¢ 10,02:
Regulatory assessmel 74% 53 39 22 37
Net income 1,61f 36¢ 1,127 1,02¢ 462
Per Share
Net income (basic 0.61 $ 0.1f 0.4t $ 0.4z 0.1¢
Book value per common she 9.31 8.0 8.74 8.4t 8.5C
Tangible book value per common share 7.71 6.5(C 7.1¢ 6.82 6.77
Cash dividends declare 0.12 0.41 0.41 0.41 0.41
Ratios
Return on average ass 0.45% 0.11% 0.3€% 0.34% 0.15%
Return on average equi 7.04 1.7¢C 5.27 4.8€ 2.1€
Return on average tangible equity 8.4t 2.07 6.47 6.04 2.7z
Average equity to average ass 6.4(C 6.32 6.82 7.0 6.95
Dividend payout ratio (b 18.4¢ 232.6: 62.0: 66.7: 147.8¢
Allowance for loan losses to loans receive 1.17 0.9¢ 0.7€ 0.74 0.8¢
Net interest rate sprei 3.4C 3.2z 2.81 2.92 3.07
Noninterest income to average as: 0.81 0.1¢€ 0.9¢ 0.87 0.6€
Noninterest expense to average as 3.1C 2.91 ELALE 3.21 3.2¢
Efficiency ratio (c) 76.3¢ 73.02 85.8¢ 88.71 89.1¢€

(a) Tangible equity excludes intangible ass

(b) The dividend payout ratio is calculated using divids declared and not waived by the Mutual Hol@oegpany, divided by net incom
(c) The efficiency ratio is calculated as noninteregiemse, including regulatory assessments, dividethé sum of taxablequivalent net interest income and noninte

income excluding net gains (losses) on sales apdimment of investment securities and net gainss@e) on sales of loans and foreclosed real e

(d) Exclusive of net gains (losses) on sales and impit of investment securities and net gains (IQssesales of loans and foreclosed real es

(e) Exclusive of regulatory assessmel

(f) As calculated in this ratio, noninterest incomeludes net gains (losses) on sales and impairmeitvestment securities and net gains (losses) t&s sd loans ar

foreclosed real estat
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ITEM 7: MANAGEMENT'S DISCUSSION AND ANALYSIS OF FI NANCIAL CONDITION AND RESULTS OF OPERATIONS

INTRODUCTION

Throughout Management’s Discussion and Analysis I&A") the term, “the Company”refers to the consolidated entity of Pathfinder &ap, Inc. Pathfinder Bank a
Pathfinder Statutory Trust Il are wholly owned sdiaies of Pathfinder Bancorp, Inc., however, flatter Statutory Trust Il is not consolidated feporting purposes (see N
10 of the consolidated financial statements). ftater Commercial Bank, Pathfinder REIT, Inc. andhigpering Oaks Development Corp. are wholly ownebsiliaries ¢
Pathfinder Bank. At December 31, 2009, PathfirBkncorp, M.H.C, the Comparsmutual holding company parent, whose activitresret included in the consolidated finan
statements or the MD&A, held 63.7% of the Compamyltstanding common stock and the public held 3608%e outstanding common stock.

The Company's business strategy is to operateveslaapitalized, profitable and independent comityuhank dedicated to providing valeelded products and services to
customers. Generally, the Company has soughtpteimment this strategy by emphasizing retail depasstits primary source of funds and maintainisglastantial part of its ass
in locally-originated residential first mortgage loans, loamsbusiness enterprises operating in its marketd, ia investment securities. Specifically, the @amy's busine
strategy incorporates the following elements: fig@ating as an independent communmitiented financial institution; (ii) maintaining jgidal in excess of regulatory requireme
(iii) emphasizing investment in one-to-four famisidential mortgage loans, loans to small busg®asd investment securities; and (iv) maintairirsgrong retail deposit base.

The Company's net income is primarily dependenitonet interest income, which is the differencéassen interest income earned on its investmenisartgage and other loa
investment securities and other assets, and itsofdands consisting of interest paid on depoaitsl borrowings. The Company's net income alsdfést@d by its provision fc
loan losses, as well as by the amount of noninténesme, including income from fees, service cleargnd servicing rights, net gains and losses les & securities, loans &
foreclosed real estate, and noninterest expendeasiemployee compensation and benefits, occupamtyequipment costs, data processing costs anthentaxes. Earnings
the Company also are affected significantly by geheconomic and competitive conditions, particylashanges in market interest rates, governmentipsl and actions

regulatory authorities, of which these events ayond the control of the Company. In particulbe general level of market rates tends to be hightyical.

APPLICATION OF CRITICAL ACCOUNTING POLICIES

The Company's consolidated financial statementspegpared in accordance with accounting princigleserally accepted in the United States and folpmactices within t
banking industry. Application of these principlesjuires management to make estimates, assumptiehgidgments that affect the amounts reportetiarfinancial statements
accompanying notes. These estimates, assumptimhjudgments are based on information availablefahe date of the financial statements; accorgings this informati
changes, the financial statements could refle¢int estimates, assumptions and judgments. i@grtdicies inherently have a greater reliancetanuse of estimates, assump
and judgments and as such have a greater possibiliproducing results that could be materiallyfeliént than originally reported. Estimates, assiong and judgments
necessary when assets and liabilities are requirée@ recorded at fair value or when an assetabilily needs to be recorded contingent upon aréuavent. Carrying assets
liabilities at fair value inherently results in neofinancial statement volatility. The fair valuaisd information used to record valuation adjustméot certain assets and liabil
are based on quoted market prices or are provigeatter thirdparty sources, when available. When third parfgrination is not available, valuation adjustmens estimated
good faith by management.

The most significant accounting policies followeg the Company are presented in Note 1 to the ciael financial statements. These policies, alaity the disclosur
presented in the other financial statement notdsimthis discussion, provide information on hogrsficant assets and liabilities are valued in ¢basolidated financial statem
and how those values are determined. Based orathation techniques used and the sensitivityradricial statement amounts to the methods, assumspiind estimates underl
those amounts, management has identified
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the allowance for loan losses, deferred incomestapension obligations, the evaluation of goodfuillimpairment, the evaluation of investment set@sifor other than tempor
impairment and the estimation of fair values focmmting and disclosure purposes to be the acaayatieas that require the most subjective and aaajptigments, and as s
could be the most subject to revision as new infdiom becomes available.

The allowance for loan losses represents managé&esiimate of probable loan losses inherent indae portfolio. Determining the amount of the alnce for loan losse:
considered a critical accounting estimate becausguires significant judgment and the use ofnestes related to the amount and timing of expefttede cash flows on impai
loans, estimated losses on pools of homogeneourss Ibased on historical loss experience, and cordide of current economic trends and conditiodsofiwhich may t
susceptible to significant change. The loan pbdfalso represents the largest asset type ondhsatidated statements of condition. Note 1 tocthresolidated financial statem
describes the methodology used to determine thevatice for loan losses, and a discussion of theradriving changes in the amount of the allowafazdoan losses is incluc
in this report.

Deferred income tax assets and liabilities are rdeteed using the liability method. Under this nadh the net deferred tax asset or liability is grieed for the future té
consequences attributable to differences betweefirtancial statement carrying amounts of exisésgets and liabilities and their respective taxebas well as net operating
capital loss carry forwards. Deferred tax assatslabilities are measured using enacted tax rapgdied to taxable income in the years in whiabsthtemporary differences
expected to be recovered or settled. The effeadefarred tax assets and liabilities of a chang@xnrates is recognized in income tax expenséénperiod that includes t
enactment date. To the extent that current availabidence about the future raises doubt aboulikleéhood of a deferred tax asset being realizedjaluation allowance
established. The judgment about the level of mutizxable income, including that which is considecapital, is inherently subjective and is reviewmda continual basis
regulatory and business factors changevaluation allowance of $458,000 was maintaine@atember 31, 2009, as management believes it miagemerate sufficient capi
gains to offset its capital loss carry forward.eT®ompany'’s effective tax rate differs from thetstiary rate due to notaxable investment securities, and bank ownedrgaranc
offset by the valuation allowance established gomion of the capital loss carry forwards.

Pension and posetirement benefit plan liabilities and expensestased upon actuarial assumptions of future eviertisiding fair value of plan assets, interesésarate of futui
compensation increases and the length of time timapgany will have to provide those benefits. Theiagstions used by management are discussed in Note the consolidatt
annual financial statements.

As a result of deteriorating economic conditionsgha financial markets, which impacted the tradmgue of the Compang’common stock, management engaged an indep
third party to test the Company’s goodwill for inmpaent as of December 31, 2008. Utilizing a thséep valuation approach, the third party perforrmesding. Management re-
evaluated the prior year testing results from tladuation and based on the prior year determinatiod improvements in Company metrics and generah@o@ trend:
management has determined that the carrying vaflgmadwill was not impaired as of December 31, 2008e valuation approach is described in Note & consolidate
financial statements.

The Company carries all of its investments at Vailue with any unrealized gains or losses repontetdof deferred tax as an adjustment to sharehslléguity, except for de
security impairment losses, which are charged taiegs when the loss is credit-related and recaghin other comprehensive income when the losenenmditrelated and tt
security is not expected to be sold. The Compaatyilgty to fully realize the value of its investmis in various debt securities is dependent onuttterlying creditworthiness of t
issuing organization. In evaluating the debt siégyrortfolio for other-thartemporary impairment losses, management considgri yve intend to sell the security; (2) if it
“more likely than not” we will be required to séfle security before recovery of its amortized dxstis; or (3) the present value of expected casbsfis not
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sufficient to recover the entire amortized costidadn determining whether OTTI has occurreddquity securities, the Company considers the apipléicfactors described abe
and the length of time the equity secustyair value has been below the carrying amounseBaon management's assessments during the yesdt Bre¢ember 31, 2009,
Company recorded other-than-temporary impairmeatggsof $693,000, including a $298,000 charge associattdits holdings in a senior unsecured note iddme CIT Groug
Inc. after the Company concluded that the liqumfatf its holding at a loss was prudent and theisgcwas sold on July 16, 2009The remaining impairment charges w
capital losses taken on the AMF Large Cap Equitydmm the amount of $104,000, $286,000 in the AM#&aJShort Mortgage Fund, $1,000 on a stock investnmn The Phoen
Companies and $4,000 on the stock investment irade Financial Corp. In addition to the impainheharges, the Comparsyavailable for sale investment portfolic
December 31, 2009 includes unrealized losses 02,$88. See Note 3 to the consolidated financiatestents for further discussion of the unrealizessés. Managemer
continually analyzes the portfolio to determindufther impairment has occurred that may be deeasedther-thatemporary. Further charges are possible deperatinfyiture
economic conditions.

The estimation of fair value is significant to sealeof our assets, including investment securiiesilable for sale, intangible assets and foredasal estate, as well as the valu
loan collateral when valuing loans. These are edbrded at either fair value or the lower of cosfair value. Fair values are determined basedhandl fparty sources, wh
available. Furthermore, accounting principles galfferaccepted in the United States require disclosaf the fair value of financial instruments apart of the notes to t
consolidated financial statements. Fair values tmaynfluenced by a number of factors, including keainterest rates, prepayment speeds, discoues eatd the shape of yi
curves.

Fair values for securities available for sale aneamed from an independent third party pricingviser. Where available, fair values are based ostegliprices on a nationa
recognized securities exchange. If quoted pricesnat available, fair values are measured usirgegimarket prices for similar benchmark securitigganagement made
adjustments to the fair value quotes that were igeal by the pricing source. The fair values ofefdosed real estate and the underlying collateslevof impaired loans ¢
typically determined based on appraisals by thadies, less estimated costs to sell. If necessapraisals are updated to reflect changes in hadkalitions.

EXECUTIVE SUMMARY

Total deposits for the Company increased 10.2%%286.8 million at December 31, 2009, while the agerbalance of deposits increased $22.7 millic$2@8.5 million for th
year ended December 31, 2009. The Company willimoa to focus on building market share in the @drsquare and Fulton markets. Overall, in Osw€ganty, Pathfind¢
Bank has the majority of the current deposit markkare. Pathfinder continues to develop core depedationships in all markets by developing demateposi
relationships. Efforts will also be focused on éxpansion of commercial deposit relationships wheh Bank’s existing commercial lending customers.

Total assets increased 5.4% from December 31, 8@ cember 31, 2009, primarily in the loan poitfolThe loan portfolio increased 4.8% with netwgtio primarily in the
commercial loan categories. The Company expectsot@entrate on continued commercial mortgage amdnearcial loan portfolio growth during 2010. Theigabf non-
performing assets to total assets was 0.67% atrblesee31, 2009 compared to 0.75% in the prior yddre decrease reflects lower levels of both foratoreal estate and tc
non-performing loans combined with an increasessets. Non-performing loans decreased $10,080azaclosed real estate decreased $154,000 siaceniber 31, 2008.

Net income for 2009 was $1.6 million, as compa®#368,000 in 2008. Net income available to comsiareholders was $1.5 million, or $0.61 per shampared to $0.15
share for the previous year. The improvemeningoie was primarily the result of the Company rdogy impairment charges on investment security ingkl totaling $1.
million, net of the related tax benefits in 2008mzared to 2009 impairment chardetaling $574,000, net of the related tax benefii®t income in 2009 also includes $531,0C
net gains on the sale of investment securities dte
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RESULTS OF OPERATIONS

Net income for 2009 was $1.6 million, an increab&X2 million, or 339%, compared to net income$868,000 for 2008. Basic and diluted earningsspare increased to $0
per share for the year ended December 31, 2009 $@ab per share, for the year ended December(IB.2Return on average equity increased to 7.042009 from 1.70%
2008.

Net interest income, on a tax equivalent basise@sed $1.0 million, or 9.5%, resulting from thentdnation of volume increases in all loan categodgrd rate decreases applie
all interestearning liabilities. The provision for loan losdes the year ended December 31, 2009 increase@@36o0r 6.8%. The elevated level of provisionirygthhe Compan
during the prior two years reflects managemeatsessment of the increased inherent risk asstaidath increasing commercial lending activitidse overall growth in the tof
loan portfolio and deteriorating economic condisoiThe Company experienced a 425% increase imtezest income. Noninterest income decreased R@tisve of securitie
gains and losses, primarily attributable to de@dasarnings on bantwned life insurance. The reduction in impairmelmirges on investment securities was the mostfiigni
factor in noninterest income improvement. Noniestexpenses increased 12% primarily due to ineseiaspersonnel expense and FDIC insurance assessme

Net Interest Income

Net interest income is the Company's primary sowfceperating income for payment of operating exggsnand providing for possible loan losses. thésamount by whic
interest earned on interesarning deposits, loans and investment securitieseeds the interest paid on deposits and borramatey. Changes in net interest income and tr
interest margin ratio result from the interacti@tieen the volume and composition of earning assetsnterest-bearing liabilities, and their regpecyields and funding costs.

Net interest income, on a -equivalent basis, increased $1.0 million, or 9.566$11.8 million for the year ended December 310%@&s compared to $10.8 million for the \
ended December 31, 2008. The Company's net intex@gin for 2009 increased to 3.56% from 3.43%2008. The increase in net interest income ishattable to a decrease
the cost of interest-bearing liabilities, partiatiffset by an increase in the average balancetefast-bearing liabilities. Although the averagdabce of interestarning asse
increased, the decline in the yield on those assstdted in a reduction in the interest incomenedr

The average balance of interest-earning assetsased $17.2 million, or 5.4%, during 2009 and therage balance of interelsearing liabilities increased by $14.2 million
4.9%. The increase in the average balance ofestterarning assets primarily resulted from a $18lllon increase in the average balance of the Ipartfolio and a $4.7 millic
increase in the average balance of interest eadepgsits, offset by a $6.5 million reduction ie #iverage balance of the security investment girtféhe increase in the aver:
balance of interestearing liabilities primarily resulted from a $22riillion, or 9.2%, increase in the average balasfcéeposits, offset by a $7.9 million, or 15.7%¢c=se in tt
average balance of borrowed funds. Interest incame taxequivalent basis, decreased $620,000, or 3.4%ng@009. The decrease in yield on interest earagsgts to 5.38
in 2009 from 5.87% in 2008 was partially offsettye 5.4% increase in volume, but the volume in@eaas not enough to make up for the overall redndtn yields. Intere
expense on deposits decreased $1.2 million, or92185 the cost of deposits dropped 67 basis ptinis69% in 2009 from 2.36% in 2008. Interest exg@eon borrowing
decreased $419,000, or 20.8%, during 2009 as tiéd8ecrease in the average balance of borrowetsfwas combined with a decrease in the cost obbeu funds to 3.75%
2009 from 4.00% in 2008.
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Average Balances and Rates

The following table sets forth information condamaverage interest-earning assets and interestibg liabilities and the yields and rates theredmterest income and
lltant yield information in the table is on dljuax-equivalent basis using marginal federal incomeretes of 34%. Averages are computed on the daiyage balance for each
in the period divided by the number of daythé period. Yields and amounts earned include feas. No-accrual loans have been included in intereatning assets for purpos
of these calculations.

For the Years Ended December 31,

2009
Average
Average Yield /
(Dollars in thousands Balance Interest Cosl
Interest-earning assets
Real estate loans resident  $ 133,44: 7,462 5.5%
Real estate loans commerc 58,42+ 4,024 6.8%
Commercial loan 31,66: 1,607 5.0%
Consumer loan 28,481 1,767 6.2(%
Taxable investment securiti 71,45 2,942 4.12%
Tax-exempt investment
securities 1,46¢ 65 4.40%
Interes-earning deposit 7,511 6 0.0¢%
Total interest-earning
asset: 332,44¢ 17,87¢ 5.3t%
Noninterest-earning assets:
Other asset 29,704
Allowance for loan losse (2,73))
Net unrealized losse
on available for sale
securities (62C)
Total asset $ 358,80:
Interest-bearing liabilities:
NOW accountt $ 26,05t 72 0.28%
Money management accou 11,03 85 0.32%
MMDA accounts 35,57 24¢€ 0.6%
Savings and club accour 53,72¢ 87 0.1€%
Time deposit: 135,96! 3,99/ 2.94%
Junior subordinated
debenture: 5,15¢ 14¢ 2.8%
Borrowings 37,34( 1,44¢€ 3.87%
Total interest-bearing
liabilities 304,84¢ 6,02¢ 1.96%
Noninterest-bearing liabilities:
Demand deposit 26,11+«
Other liabilities 4,88¢
Total liabilities 335,85
Shareholders' equi 22,95(
Total liabilities &
shareholders' equit $ 358,80:
Net interest incom 11,84¢
Net interest rate sprei 3.4(%
Net interest margil 3.56%
Ratio of average interest-earnin
assets
to average interest-bearing
liabilities 109.0%%

2008
Average
Average Yield /
Balance Interest Cosi
$ 130,70: $ 7,527 5.7¢%
49,04( 3,62( 7.38%
27,03 1,751 6.4&%
26,29 1,91t 7.28%
74,10¢ 3,36t 4.54%
5,252 25E 4.8%
2,851 61 2.14%
315,27 18,494 5.87%
30,27+
(2,006
(1,690
$ 341,85.
$ 23,76 $ 95 0.4(%
10,57« 52 0.4%%
29,18: 57C 1.95%
52,48: 16€ 0.32%
124,26° 4,777 3.84%
5,15¢ 257 4.9%
45,23¢ 1,75¢€ 3.88%
290,66( 7,67¢ 2.64%
25,49
4,08¢
320,24
21,61:
$ 341,85.
$ 10,81¢
3.22%
3.42%
108.47%
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2007
Average
Average Yield /
Balance Interest Cosi
$ 120,07¢ $ 6,94 5.7¢%
43,57 3,30¢ 7.5%%
23,71( 1,97¢ 8.3:%
23,01 1,89¢ 8.23%
66,23( 2,881 4.35%
5,44¢ 25¢€ 4.74%
5,05( 211 4.18%
287,09¢ 17,47« 6.08%
27,77«
(1,589
(1,372)
$ 311,91
$ 2223 $ 112 0.51%
11,34¢ 89 0.7&%
23,68 937 3.9€%
53,35¢ 27¢ 0.52%
122,33 5,48: 4.48%
6,454 511 7.81%
25,06 1,23( 4.91%
264,47: 8,64: 3.271%
22,82¢
3,33¢
290,64(
21,27¢
$ 311,91
$ 8,83
2.81%
3.07%
108.5%%
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Interest Income

Changes in interest income result from changeberaverage balances of loans, securities and stiesening deposits and the related yields on thombes. Interest income
a taxequivalent basis decreased $620,000, or 3.4%. alyeeloans increased 8.1% in 2009, with yields deing 46 basis points to 5.90%. The Company's geerasidenti
mortgage loan portfolio increased $2.7 million,20t%, when comparing 2009 to 2008. The averade yie the residential mortgage loan portfolio desed 17 basis points
5.59% in 2009 from 5.76% in 2008. The average laai commercial real estate loans increased $8lidm or 19.1%, while the yield decreased to &8 2009 from 7.38%
2008. Average commercial loans increased 17.1%tladaxequivalent yield decreased to 5.08% in 2009 conthtoes.48%, in 2008. The average balance of coasuoan:
increased $2.2 million, or 8.4% when compared @80 he average yield decreased 108 basis poins20% from 7.28% in 2008.

Interest income on investment securities decred§e@ from 2008, resulting from a decrease in therage balance of investment securities (taxabtetarexempt) of $6.
million, or 8.1%, to $72.9 million in 2009 from $Z9million in 2008. The average yield decreaseddds points to 4.13% in 2009 from 4.56% in 2008.

Interest Expense

Changes in interest expense result from changt®iaverage balances of deposits and borrowingshencelated interest costs on those balancesrelsttexpense decreased -
million, or 21.5%, in 2009, when compared to 2008 decrease in the cost of funds resulted fralacaease in the average cost of intebestring liabilities of 66 basis points
1.98% in 2009 from 2.64% in 2008, partially off¢st a $14.2 million increase in the average balasfcmterestbearing liabilities during 2009. The average awmisteposit
decreased 67 basis points to 1.69% during 2009 2@6% for 2008. The average balance of intébesring deposits increased $22.1 million to $268idion in 2009 fron
$240.3 million in 2008. The increase in the averbglance of deposits resulted from increased areabsit categories. The largest increasesénaae deposits came from a 9
increase in interest bearing demand deposit acepan21.9% increase in MMDA accounts and a 9.4%ease in time deposits. The cost of junior submiid debentur
underlying our trust preferred securities decrea®®@d basis points, decreasing interest expenselb®,800, due to the subordinated debentures abjestate being tied

LIBOR. The average balance of borrowed funds desgé $7.9 million to $37.3 million in 2009 from $a5nillion in 2008. The average cost of borrowadds decreased c
basis point, to 3.87% in 2009 from 3.88% in 2008.
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Rate/Volume Analysis

Net interest income can also be analyzed in terfriteeimpact of changing interest rates on inte-earning assets and interelsearing liabilities and changes in the volume
amount of these assets and liabilities. The folgwtable represents the extent to which changéstémest rates and changes in the volume of intezasning assets and interest-
bearing liabilities have affected the Compasynterest income and interest expense during #t@gs indicated. Information is provided in eacitegory with respect to: |
changes attributable to changes in volume (changelume multiplied by prior rate); (ii) changedritutable to changes in rate (changes in rate riplitd by prior volume); an
(iii) total increase or decrease. Changes attrétle to both rate and volume have been allocat¢ahig.

Years Ended December 31,

2009 vs. 2008 2008 vs. 2007
Increase/(Decrease) Due to Increase/(Decrease) Due to
Total Total
Increase Increase
(In thousands Volume Rate (Decrease Volume Rate (Decrease
Interest Income:

Real estate loans residen $ 15¢ $ (2229) % 64)$ 60€S (29% 582
Real estate loans commerc 657 (259) 404 40t (94) 311
Commercial loan 281 (425) (144) 252 477) (225
Consumer loan 151 (299) (14¢€) 25z (232) 21
Taxable investment securiti (217) (309 (421) 344 14C 484
Tax-exempt investment securiti (170) (20) (290) 9) 6 3)
Interes-earning deposit 40 (97) (57) (71) (79) (150)
Total interest incom 1,000 (1,620 (620) 1,78( (760) 1,02(

Interest Expense:
NOW accountt 8 (31) (23) 7 (25) (18
Money management accoul 2 (29) a7 (6) (31 37)
MMDA accounts 104 (42¢) (329) 184  (557) (367)
Savings and club accour 4 (85) (81) (5) (10€) (111
Time deposit: 417 (1,200 (78%) 86 (792 (70€)
Junior subordinated debentu - (20€) (20€) (90) (164 (2549)
Borrowings (30%) (5) (310) 82¢ (302) 52€
Total interest expens 23C (1,87¢6) (1,64¢6) 1,00¢ (1,97)) (967)
Net change in net interest incol $ 77C$ 25€ $ 1,02¢ $  77€ $1,211 ¢  1,98]

Provision for Loan Losses

The provision for loan losses increased $56,008Bi%6,000 for the year ended December 31, 200%rapared to the prior year. The increased provisoeflective of a growin
loan portfolio that is more heavily weighted to aoercial term and commercial real estate loans, vh&ve higher inherent risk characteristics tharaditional consumer re
estate portfolio. The current level of non-perforgnassets does not fall significantly outsideha Banks historic trend levels, however, the generally kveeonomic conditior
nationally over the past two years, and the cursaain on consumer discretionary income have chosagement to carefully monitor and react toahesnds by increasing 1
provision for loan losses, maintaining the Comparsttict loan underwriting standards and carefuibnitoring the performance of the loan portfolio.
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Noninterest Income

The Company's noninterest income is primarily cdegat of fees on deposit account balances and ttoss, loan servicing, commissions, and net gainksses on securitit
loans and foreclosed real estate.

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

For the Years Ended December 3

(In thousands 200¢ 200¢
Service charges on deposit accot $1,49¢ $ 1,492
Earnings on bank owned life insurar 22€ 293
Loan servicing fee 23z 281
Debit card interchange fe 28C 27¢E
Other charges, commissions and f 48¢ 44E
Noninterest income before gains (loss 2,72¢ 2,78¢
Net gains (losses) on sales and impairment of inwvexst securitie 112 (2,197)
Net gains (losses) on sales of loans and foreclmesaldestat 54 (44)
Total noninterest incom $2,89C $ 551

Noninterest income in 2009 increased 425%, whenpeoed to 2008, primarily as a result of a net daimg recorded on the sale and impairment of imest securities durir
2009 as compared to the net loss of $2.2 millimoréed for the same in the prior yelpbninterest income before gains and losses dea«62000, for the year ended Decer
31, 2009. The decrease was comprised of a decheassnings on bank owned life insurance and laamising fees, offset by an increase in other chgrgommissions a
fees. Earnings on bank owned life insurance dsem® 23%, which is based on the cash surrendegsvafithe insurance policies. Loan servicing feseased 17%, which is ¢
to the combination of a drop in the volume of rakek fees and the collection of noeeurring one time fees during 2008 associated watious commercial loans. The reduc
in fees was offset by non-recurring administrativeome recorded from the Compasyhutual holding company parent that is not cods¢éid for financial statement report
purposes. Revenue generated by service chargdepmsit accounts was consistent with the prior ylear may be significantly impacted in 2010 by timplementation of ne
regulatory restrictions on the extended overdredgmam. These changes apply to all financial in8tins participating in such programs.

The small decrease in noninterest income befonesgaid losses was offset by the significant chdraye net losses on salesd impairment of investment securities and loa
the prior year, to a net gain in the current yeEne net gain in sales and impairment of investnsentrities is a result of gains generated fronstiies of securities through out
year, which were offset by recording ot-thantemporary impairment charges during the fourth tpralNet gains on the sale of loans and foreclosatiestate is the result of
sale of fixed rate loans into the secondary madéset by the sale of seven foreclosed real egtaiperties at a loss and the adjustment to fdirevaf one property.
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Noninterest Expense
The following table sets forth certain information noninterest expense for the years indicated.

For the Years Ended December 3

(In thousands 200¢ 200¢
Salaries and employee bene $ 5,571 $5,17-
Building occupanc 1,24¢ 1,322
Data processin 1,307 1,33(
Professional and other servic 844 771
Regulatory assessmel 74E 53
Other expense 1,407 1,287
Total noninterest expen: $11,12¢ $9,93¢

Noninterest expenses increased $1.2 million, or,f2¥%the year ended December 31, 2009 when cordpgar2008. Regulatory assessments increased $®d\ to the levyir
of a 5 basis point special assessment based dwatlles assets, the increase in regular assessmentratebe exhausting of available credits that rediassessment charge:
2008. Salaries and employee benefits increased H82009 primarily due to an increase in pensigpemse caused by unfavorable plan asset performanite prior yea
combined with annual meribased wage adjustments. A 9.3% increase in okpEnses was due to an increase in both auditsxamsecombined with the recording of $40,00
expenses associated with the Compamew debit card rewards program. These increases offset by a decrease of $76,000 in buildingupancy, which is the result o
reduction in utilities, property taxes and deprgoimon bank facilities.

Income Tax Expense

In 2009, the Company reported income tax expen$d df million compared with $103,000 in 2008. Hifective tax rate increased to 39% in 2009 conpéoea tax rate of 22
in 2008. The increase in income tax expense msditom significantly higher pretax income, whicttieased $2.2 million, and the higher tax ratee Tompanys tax rate h¢
increased primarily as a result of deferred taxelgaluation allowance adjustments and additiotetestax. The benefits from the ownership of ¢acempt investment securit
and bank owned life insurance have decreased fharptior year due to a reduction of earnings orhsagsets. See Note 13 to the consolidated finast@tements for tt
reconciliation of the statutory tax rate to theesefive tax rate.

CHANGESIN FINANCIAL CONDITION
Investment Securities

The investment portfolio represents 21% of the Camyfs earning assets and is designed to generate @b@aate of return consistent with safety of pipal while assisting tt
Company in meeting its liquidity needs and intemasé risk strategies. All of the Compasyhvestments are classified as available for sélee Company invests in securi
consisting primarily of securities issued by Unitihites Government agencies and sponsored enésrpmertgagdacked securities, state and municipal obligationgual funds
equity securities, investment grade corporate detttuments, and common stock issued by the Feétenale Loan Bank of New York (FHLBNY). By investing these types
assets, the Company reduces the credit risk dsset base, but must accept lower yields than wiyplidally be available on loan products. Our rgage backed securit
portfolio is comprised predominantly of passeugh securities guaranteed by Fannie Mae, Feellic or Ginnie Mae and does not, to our knowledigelude any securitit
backed by sub-prime or other high-risk mortgages.
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At December 31, 2009, investment securities wetd bethe same level, $74.7 million, as they werdacember 31, 2008. There were no securities érReeeded 10%
consolidated shareholders’ equity. See note Baaonsolidated financial statements for furthecdssion on securities.

The following table sets forth the carrying valddtee Company's investment portfolio at December 31

At December 31,

(In Thousands

200¢ _ 200¢ 2007

Investment Securities:

US Treasury and agenci
State and political subdivisiol

Corporate
Other

Residential mortga¢-backec
Equity securities and FHLB sto

Mutual funds

$14,52¢ $ 9,12¢ $18,67:
8,98¢ 5,02( 5,347
5,33t 12,18. 6,39:
2,20¢  2,10¢ -
36,12« 39,47¢ 28,61¢
2,271 2,861  2,70¢
4,79C 5,17¢ 6,51¢

Net unrealized gains(losses) on available for paltfolio

$74,23¢ $75,94¢ $68,24:
415 (1,256 (1,109

Total investments in securiti

$74,65: $74,687 $67,13¢

Certain individual securities have been reclagsifie the prior year table above to conform to therent year presentation. The reclassificationd ha effect on the tot

investment portfolios previously reported.

The following table sets forth the scheduled mé&gesj amortized cost, fair values and average widlok the Company's investment securities at Deee®b, 2009. Yield
calculated on the amortized cost to maturity anfisiged to a fully tax-equivalent basis.

One Year or Less

One to Five Years

Five to Ten Years

Annualized Annualized Annualized
Amortized Weighted Amortized Weighted Amortized Weighted
Average Average Average
(Dollars in thousands Cosl Yield Cosl Yield Cosl Yield
Debt investment securities:
US Treasury and agenci $ 1,50 3.88% $ 11,00( 2.0(% 1,02% 3.01%
State and political subdivisiol 96 3.25% 2,19( 3.32% 2,64 3.2%
Corporate - - 3,13% 5.5% - 0.0(%
Other 2,20: 4.68% - 0.00(% - -
Total 3,80¢ 4.32% 16,32t 2.85% 3,661 3.17%
Mortgage-backed securities:
Residential mortga-backeo 76E 4.14% 1,65( 4.3%% 4,08t 4.8%%
Total 765 4.14% 1,65( 4.32% 4,08t 4.8%
Other non-maturity investments:
Mutual funds 4,79( 2.7% - - - -
Equity securities and FHLB stot 2,271 4.94% - - - -
Total 7,061 3.44% - - - -
Total investment securitie $  11,63( 3.71% $  17,97¢ 2.9% 7,752 4.08%
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Total
Investment
More Than Ten Years Securities
Annualized Annualized
Amortized Weighted Amortized Fair Weighted
Average Average
(Dollars in thousands Cosi Yield Cosi Value Yield
Debt investment securities:
US Treasury and agenci $ 1,00C 52(% $ 14,52¢ $ 14,53 2.48%
State and political subdivisiot 4,05¢ 4.3% 8,98¢ 8,92¢ 3.7¢%
Corporate 2,19¢ 0.8(% 5,33¢ 4,965 3.58%
Other - - 2,20: 2,208 4.68%
Total 7,257 3.42% 31,05:¢ 30,62¢ 3.2(%
Mortgage-backed securities:
Residential mortgage-backed 29,62¢ 4.81% 36,12« 36,94( 4.82%
Total 29,624 4.87% 36,124 36,94( 4.82%
Other non-maturity investments:
Mutual funds - - 4,79 4,81¢ 2.7°%
Equity securities and FHLB stor - - 2,271 2,271 4.9%
Total - - 7,061 7,08¢E 3.44%
Total investment securitie $ 36,88 450% $ 74,23t $  74,65: 4.02%

The above noted yield information does not givedffo changes in fair value that are reflectealdcumulated other comprehensive income in congelidshareholders’ equity.

Loans Receivable

Loans receivable represent 75% of the Compamgrning assets and account for the greatesbpaufi total interest income. The Company emphasiesidential real est:
financing and anticipates a continued commitmentfirtancing the purchase or improvement of resigdmgal estate in its market area. The Company eidends credit
businesses within its marketplace secured by cociaiereal estate, equipment, inventories, and atisoteceivable. It is anticipated that small besslending in the form
mortgages, term loans, leases, and lines of credliprovide the most opportunity for balance shaetl revenue growth over the near term. Commeacidl municipal loar
comprise 14% of the total loan portfolio. At Dedssn 31, 2009, 75% of the Compasytotal loan portfolio consisted of loans securgddal estate, and 24% of the total |

portfolio consisted of commercial real estate loans

December 31

(In thousands

200¢ 200¢ 2007 200€ 200&

Residential real estate (
Commercial real esta
Commercial and municipal loal
Consumer loan

$135,10: $136,21¢ $126,66¢ $118,49: $119,70°
62,25( 55,06 45,49C 40,50 31,84t
35,447 30,68¢ 25,28¢ 23,00 18,33¢
29,66¢ 27,90¢ 25,30f 21,21 19,68

Total loans receivabl

$262,46! $249,87: $222,74¢ $203,20¢ $189,56¢

(1) Includes loans held for sale. (None at Decen3tie2009, 2008 and 2007.)

Page 2t




Table of Contents

The following table shows the amount of loans autiing as of December 31, 2009 which, based on irentascheduled repayments of principal, are duetha period
indicated. Demand loans having no stated schediifepayments and no stated maturity, and overdrafe reported as one year or less. Adjustable féoating rate loans ar
included in the period on which interest rates aext scheduled to adjust rather than the period/frich they contractually mature, and fixed raterlsare included in the peri
in which the final contractual repayment is due.

Due Unde Due 5 Due Ove
Five
(In thousands One Yea Year: Year: Total
Real estate
Commercial real esta $ 10,45¢ $ 45,08¢ $ 6,70z $ 62,25(
Residential real esta 10,22¢ 33,417 91,457 135,10:
20,687 78,50¢ 98,15¢ 197,35
Commercial and municipal loai 20,71( 12,02: 2,71t 35,44
Consume| 14,42 4,08 11,16: 29,66¢
Total loans $ 5582( $ 94,61 $112,03% $262,46!
Interest rates
Fixed $ 3,73¢  $ 13,84¢ $103,76¢ $121,34¢
Variable 52,08¢ 80,76 8,26¢ 141,11¢
Total loans $ 5582 $ 9461 $112,03% $262,46"

Total loans receivable increased 5% when compardidet prior year. Residential real estate loans decreased $1.1 miliin1%, during 2009. The residential real espatefolio
consists of 68% fixed-rate mortgages and 32% aaljlstate mortgages. There was a 4% shift to fixed rnatetgages from adjustable rate mortgages when awedpto th
portfolio composition as of December 31, 2008. Titeease in the fixed rate mortgage portfolio heslifrom increased demand for fixed rate proddets to the historically lo
interest rate environment that was prevalent dug08g9. The Company does not originate sub-primie,AA negative amortizing or other higher risk struetli residenti
mortgages.

Commercial real estate loans increased $7.2 mjlbor13%, from the prior year as new loan prodacid relationships were added to the portfolio.

Commercial loans, including loans to municipalifisereased 16% over the prior year to $35.4 nmilie® December 31, 2009. The increase in commedozals was primarily tt
result of new lending relationships with an expagdtommercial customer base. The Company hasnemtiits efforts to transform its more traditiottaift balance sheet, whi
emphasized residential real estate lending, to 1@ miwersified balance sheet, which includes atgrgaroportion of commercial lending products.

Consumer loans, which include second mortgage Jdeorse equity lines of credit, direct installmentdarevolving credit loans, increased 6% to $29.Wioni at December 3

2009. The increase resulted from an increase imehequity lines of credit. The Company has prouhdte home equity products by offering the custoeans with no closir
costs at competitive market rates.
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Non-performing Loans and Assets
The following table represents information concegithe aggregate amount of non-performing assets:

December 31

(In thousands 200¢ 200¢ 2007 200¢€ 200%
Nonaccrual loans:

Commercial real estate and commer $1,021 $1458 $ 521 $ 481 $ 757

Consumel 111 254 15C 12t 89

Residential real esta 1,181 614 92C 56€ 834
Total nonaccrual loar 2,31: 2,32% 1,591 1,172 1,68(

Total nor-performing loan 2,31 2,32: 1,591 1,172 1,68(

Foreclosed real esta 181 33t 86E 471 745

Total nor-performing asset $2,49¢ $2,65¢ $2,45¢ $1,647 $2,42:

Nonr-performing loans to total loat 0.8¢% 09% 0.71% 051% 0.8%
Non-performing assets to total ass 0.67% 0.75% 0.77% 0.54% 0.82%
Interest income that would have been recol

under the original terms of the loa $ 112 $ 131 $ 71 $ 53 $ 34

The asset quality of the Company has remainedivelgtunchanged when compared to the prior yeartalTnon-performing assets (non-performing loand fomeclosed real
estate) at December 31, 2009 were 0.67% of tosatams compared to 0.75% of total assets at Dewedih 2008. The reduction in non-performing aseets primarily due to
the sale of foreclosed real estate. Total nonegperihg loans (past due 90 days or more) decreas@®@®0, or less than 1%, during 2009. Althouglaltabn-performing loans
have remained fairly level, the mix in loan typestshifted from being primarily commercial to beimgpre evenly comprised of commercial and resideméal estate loans. In
2008, approximately 63% of the Company’s non-peniag loans were commercial real estate and comaidozns. At December 31, 2009, the non-perfornhieg balance was
44% commercial and 51% residential real estatesloBtanagement believes the financial strength efitidividual borrowers, combined with the relatedue of any underlying
collateral, will not result in any significant lobgyond currently established reserves.

Total delinquent loans (those 30 days or more dakmt) as a percentage of total loans were 3.2%eatember 31, 2009 as compared to 2.16% at Decelber
2008. Management believes that the increase isgbaiiven by general economic conditions in the ketiarea. Approximately 81% of the outstandingrdglent loans are
secured by real estate with loss potential expecié@ manageable within the currently establisiesérves.

The Company generally places a loan on nonacctaflssand ceases accruing interest when loan paymeeiormance is deemed unsatisfactory and theibpast due 90 days
more. The Company considers a loan impaired wbased on current information and events, it is gbbd that the Company will be unable to collectshkeduled payments
principal and interest when due according to therectual terms of the loan.

The measurement of impaired loans is generally hap®n the present value of future cash flows dieted at the historical effective interest ratecept that all collateral-
dependent loans are measured for impairment basebeofair value of the collateral. The Compangdithe fair value of collateral to measure impaimtnen commercial ar
commercial real estate loans. At December 31, 20@9 2008, the Company had $3.2 million and $2.Miamiin loans, which were deemed to be impaireayihg valuatio
allowances of $79,000 and $141,000, respectively.
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Management has identified additional potential frobloans totaling $5.0 million as of December 3@09. These loans have been internally classifiedpgecial mention
substandard, yet are not currently considereddasor in nonaccrual status. Management has fahtiotential credit problems which may resulthe borrowers not being al
to comply with the current loan repayment terms ahéth may result in it being included in subsedquzast due reporting. Management believes thatuhesnt allowance for lo:
losses is adequate to cover probable credit lasgée current loan portfolio.

Allowance for Loan Losses

The allowance for loan losses is a reserve eskaalishrough charges to expense in the form of aigiom for loan losses and reduced by loan chaffenet of recoveries. T
allowance for loan losses represents the amourilabia for probable credit losses in the Companigan portfolio as estimated by management. Thmgany maintains i
allowance for loan losses based upon a monthlyuatiah of known and inherent risks in the loan fodid, which includes a review of the balances aodhposition of the loz
portfolio as well as analyzing the level of delieggies in each segment of the loan portfolio. Teenpany uses a general allocation method for thigleatial real estate a
consumer loan pools based upon a methodology thed loss factors applied to loan balances andcteflgctual loss experience, delinquency trends camcent econom
conditions. The Company individually reviews commai@ real estate and commercial loans greater $i&0,000 that are not accruing interest and thatiak rated under tl
Companys risk rating system as special mention, substahdimubtful or loss to determine if the loans reguin impairment reserve. Large residential retdte loans may al
be included in this individual loan review. If imipment is noted, the Company establishes a speaeierve allocation. The specific allocation égedmined based on the
recent valuation of the loan’s collateral and thetomers ability to pay. For all other commercial reaia¢és and commercial loans, the Company uses therglesilocation methc
that establishes a reserve for each ratkag category. The general allocation methodctammercial real estate and commercial loans censithe same factors that are consic
when evaluating residential real estate and consioaa pools. The allowance for loan losses rédletanagement’s best estimate of probable loae$ossDecember 31, 2009.

The allowance for loan losses was $3.1 million ac&nber 31, 2009, a 25% increase from DecembeP@®I8. The allowance for loan losses as a percemégotal loans
increased to 1.17% at December 31, 2009 from 0.BB%e prior year. Net loan charge-offs were $2@0,during 2009 as compared to $51,000 in 2008 fhkjority of the
current year charge-off activity is the resultloé write off of small consumer and commercial ietahips.

The following table sets forth the allocation ofoalance for loan losses by loan category for thequs indicated. The allocation of the allowancedategory is not necessai
indicative of future losses and does not resthiettise of the allowance to absorb losses in anggoay.

2009 2008 2007 2006 2005
% Gross % Gross % Gross % Gross % Gross
(Dollars in thousands Amount Loans Amount Loans Amount Loans Amount Loans Amount Loans
Commercial real estate and loe  $  1,69¢ 37.2% $ 1,41 34.2% $ 95€ 3L.&% $ 98t 31.2% $ 1,282 26.5%
Consumer loan 47¢ 11.2% 381 11.2% 282 11.2% 33¢ 10.4% 28¢ 10.4%
Residential real esta 90C 51.5% 67¢ 54.5% 464 56.£% 172 58.2% 108 63.1%
Total $ 3,07¢ 100.(% $ 2,47 100.(% $  1,70: 100.(% $  1,49¢ 100.(% $ 1,67¢ 100.(%
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The following table sets forth the allowance faaridosses for the periods indicated,

(In thousands

and relatetibsa

200¢ 200¢ 2007 200¢ 200¢
Balance at beginning of yea $ 2,472 $ 1,70 $ 1,49¢ $ 1,67¢ $ 1,827
Provisions charged to operating exper 87€ 82C 36E 23 311
Recoveries of loans previously charged-off:
Commercial real estate and loe - 17 - - 25
Consumel 20 30 27 18 14
Residential real esta 3 - 23 4 10
Total recoverie: 23 47 50 22 49
Loans chargec-off:
Commercial real estate and loe (74) (46) (85) (1149 (284)
Consume| (139 (52 (77) (89) (137)
Residential real esta (85) - (46) (25) (87)
Total charge-off (293) (98) (20€) (22€) (50€)
Net charg-offs (270) (51) (15€) (20€) (45€)
Balance at end of yea $ 3,07¢ $ 2,472 $ 1,70% $ 1,49¢ $ 1,67¢
Net charg-offs to average loans outstand 0.11% 0.02% 0.08% 0.11% 0.24%
Allowance for loan losses to y«-end loans 1.17% 0.99% 0.7€% 0.74% 0.8%

Deposits

The Company’s deposit base is drawn from severstilice offices in its market area. The deposstebeonsists of demand deposits, money managemédnmnaney mark
deposit accounts, savings and time deposits. D@9, 53% of the Company's average deposit ba$@88.5 million consisted of core deposits. Caepasits, which excluc
time deposits, are considered to be more stablgoemdde the Company with a lower cost source ofigithan time deposits. The Company will contituemphasize retail cc
deposits by maintaining its network of full servigHfices and providing depositors with a full rangiedeposit product offerings. In addition, Patler Commercial Bank, a

commercial bank subsidiary, will seek business gnoy focusing on its local identification and seevexcellence. Pathfinder Commercial Bank hadwerage balance of $4
million in municipal deposits in 2009, primarily meentrated in money market deposit accounts.

Average deposits increased $22.7 million, or 9%emvhompared to 2008. The increase in average ieposnarily related to a $9.4 million increasethe average balance
municipal deposits and a $13.3 million increaseeiail deposits.

The Company's average deposit mix in 2009, as coedpt 2008, reflected a similar product line cosipon. The Company's average demand deposith, interest an
noninterest bearing accounts, represented 18%taifduwerage deposits for 2009 and 19% of totalayedeposits for 2008. The Company's average MMB&bunts, which gre
22% in 2009, represented 12% of total deposit26f9 and 11% for 2008. The Compasiyime deposit accounts represented 47% of tombsits in both 2009 and 2008. ~
Company promotes its MMDA and time deposit accobytsffering competitive rates to retain existimglattract new customers.

At December 31, 2009, time deposits in excess 60FI00 totaled $53.4 million, or 38%, of time deipand 18% of total deposits. At December 31,8@0ese deposits tota
$40.7 million, or 31% of time deposits and 15%atht deposits.
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The following table indicates the amount of the @amy’s certificates of deposit of $100,000 or mioyeime remaining until maturity as of December 2009:

(In thousands
Remaining Maturity:

Three months or les $22,36:
Three through six montt 9,391
Six through twelve montr 7,631
Over twelve month 14,03

Total $53,42:
Borrowings

Short-term borrowings are comprised primarily ofagces and overnight borrowing at the FHLBNY. Eheere no shorterm borrowings outstanding at December 31, 208
December 31, 2008, there were $17.6 million in skeym borrowings outstanding.

The following table represents information regagdamort-term borrowings during 2009, 2008 and 2007:

(Dollars in thousands 200¢ 200¢ 2007
Maximum outstanding at any month e $1,40C $23,79¢ $18,40(
Average amount outstanding during the y 1,72¢ 14,15: 4,52¢
Average interest rate during the yi 1.84% 2.85% 5.05%

Long-term borrowed funds consist of advances apdrahase agreements from the FHLBNY, Citi Groupurepase agreements and junior subordinated delesntlongterm
borrowed funds and junior subordinated debentureded $41.2 million at December 31, 2009 as cortp&r $39.6 million at December 31, 2008.

Capital

Shareholders' equity at December 31, 2009, wa®$8Blion as compared to $19.5 million at DecemBg&r 2008. The Company added $1.6 million to retdiearnings through
income. The increase to retained earnings was idlwith a decrease of $1.7 million in accumulatéiter comprehensive loss, which decreased tor§iillién from $3.1 millio
at December 31, 2008. Net unrealized holding gaimsecurities, net of tax, resulted in a decreaseEtumulated other comprehensive loss of $1.3amillln addition, $413,00C
amortization of retirement plan losses and tramsitbbligation, net of tax expense, decreased aclatetliother comprehensive loss during 2009. Theent common stc
dividend level represents an approximately 71% ctdo as compared to 2008 dividend levels. Commstmck dividends declared reduced capital by $298,0the Board
Directors and management of the Company belieigeiiit the best interest of the shareholders to ewescapital at this time. The remaining incre@seapital was the result of
Company entering into an agreement with the Un8tates Department of Treasury pursuant to whichffraer Bancorp, Inc. issued and sold 6,771 shafgseferred stock
warrants to purchase the Compangommon stock for a total price of $6,771,000¢ Ticrease is offset by dividends paid on the SeAiePreferred Stock, described belo
$60,000.

On September 11, 2009, the Company, entered ihtettar Agreement (the “Purchase Agreement”), with United States Department of the Treasury (“Tisa®epartment)
pursuant to which the Company has issued and edlddasury: (i) 6,771 shares of the Comparfyixed Rate Cumulative Perpetual Preferred StBekies A, par value $0.01 |
share (the “Series A Preferred Stock”), havingaitiation amount per share equal to $1,000, fotal price of $6,771,000; and (ii) a Warrant (thgdrrant”)to purchase 154,3
shares of the Company’s common stock, par valueél$fer share (the “Common Stocka},an exercise price per share of $6.58. The Cagnpantributed to Pathfinder Bank,
subsidiary, $5,500,000 or 81.23% of the proceedh@fbale of the Series A Preferred Stock.
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The $6,771,000 of proceeds was allocated to thesSérPreferred Stock and the Warrant based om thkitive fair values at issuance ($6,065,000 allxcated to the Series
Preferred Stock and $706,000 to the Warrant). difference between the initial value allocatedhe Series A Preferred Stock and the liquidatioueaf $6,771,000, i.e. t
preferred discount, will be charged to retainedhiegys over the first five years of the contracaasadjustment to the dividend yield using the eiffecyield method.

The Series A Preferred Stock pays cumulative divideat a rate of 5% per annum for the first fivargeand thereafter at a rate of 9% per annum. Seties A Preferred Stock
generally nonvoting. Prior to September 11, 2012, and unlessGbmpany has redeemed all of the Series A Pref&teck or the Treasury Department has transfeatleaf the
Series A Preferred Stock to a third party, the apglrof the Treasury Department will be requiredtfee Company to increase its common stock dividanepurchase its comm
stock or other equity or capital securities, otffian in certain circumstances specified in the Pase Agreement.

The Warrant has a ten-year term and is immediaedycisable. The Warrant provides for the adjustroéthe exercise price and the number of shaféiseoCompanys commo
stock issuable upon exercise pursuant to customatiydilution provisions, such as upon stock spiitsdistributions of securities or other assethotders of the Company’
common stock, and upon certain issuances of thep@ogis common stock at or below a specified priglative to the then current market price of the @any’s commo
stock. Pursuant to the Purchase Agreement, thaslirg Department has agreed not to exercise vpomger with respect to any shares of common stomkeid upon exercise
the Warrant.

The Series A Preferred Stock and the Warrant wssngeid in a private placement exempt from registngdursuant to Section 4(2) of the Securities Act383, as amended. T
Company has agreed to register for resale the SAriereferred Stock, the Warrant and the sharewfmon stock underlying the Warrant (the “Warrahti®s”),as soon ¢
practicable after the date of the issuance of #reS A Preferred Stock and the Warrant. NeitherSeries A Preferred Stock nor the Warrant wilshbject to any contractt
restrictions on transfer.

Risk-based capital provides the basis for which all saale evaluated in terms of capital adequacy. t@lapilequacy is evaluated primarily by the useatibs which measu
capital against total assets, as well as againal &ssets that are weighted based on definedchskacteristics. The Compasygoal is to maintain a strong capital posi
consistent with the risk profile of its subsididrginks that supports growth and expansion activtieite at the same time exceeding regulatory statsdaAt December 31, 20(
Pathfinder Bank exceeded all regulatory requiredimmim capital ratios and met the regulatory definitof a “well-capitalized'institution, i.e. a leverage capital ratio exceg
5%, a Tier 1 risk-based capital ratio exceedinga#d a total risk-based capital ratio exceeding 10%.

LIQUIDITY

Liquidity management involves the Compasigbility to generate cash or otherwise obtain $uatireasonable rates to support asset growth, depesit withdrawals, mainte
reserve requirements, and otherwise operate thep@aynon an ongoing basis. The Company's primauycss of funds are deposits, borrowed funds, azaditin and prepayme
of loans and maturities of investment securities ather shorterm investments, and earnings and funds provided bperations. While scheduled principal repaytsiem loan
are a relatively predictable source of funds, diglusvs and loan prepayments are greatly influehbg general interest rates, economic conditiomscampetition. The Compa
manages the pricing of deposits to maintain a désileposit balance. In addition, the Company itsvescess funds in short-term intereatning and other assets, which pro
liquidity to meet lending requirements.

The Company's liquidity has been enhanced by itsibeeship in the Federal Home Loan Bank of New Yarkpse competitive advance programs and lineseaficprovide th
Company with a safe, reliable and convenient soafdends. A significant decrease in depositshia future
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could result in the Company having to seek otherces of funds for liquidity purposes. Such sosarceuld include, but are not limited to, additiobakrowings, trust preferr
security offerings, brokered deposits, negotiatett tdeposits, the sale of "available-fale" investment securities, the sale of secudtipans, or the sale of whole loans. ¢
actions could result in higher interest expenséscarsd/or losses on the sale of securities or loans

The Company has a number of existing credit faedit Total credit available under the existingéiris approximately $73 million. At December 3002, the Company had $
million outstanding under existing credit facilgigvith $37 million available.

The Asset Liability Management Committee of the @amy is responsible for implementing the policies guidelines for the maintenance of prudent leeélsquidity. As o
December 31, 2009, management reported to the Bddddectors that the Company is in compliancehitis liquidity policy guidelines.

OFF-BALANCE SHEET ARRANGEMENTS

The Company is also a party to financial instrureemith offbalance sheet risk in the normal course of busiteseeet the financing needs of its customers.s&Haancie
instruments include commitments to extend credit standby letters of credit. At December 31, 2088,Company had $25.2 million in outstanding cotnments to extend cre
and standby letters of credit. See Note 15 irattmmpanying consolidated financial statements.

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

Not required of a smaller reporting compa
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MANAGEMENT’'S REPORT ON INTERNAL CONTROL OVER FINANREPORTING

The Company’s management is responsible for establj and maintaining adequate internal controf dwvencial reporting, as such term is defined md® 13a-15(f) and 15d-
15(f) of the Securities Exchange Act of 1934, asaded. Because of its inherent limitations, intemoatrol over financial reporting may not prevemtdetect misstatements.
Also, projections of any evaluation of effectivesés future periods are subject to the risk thatids may become inadequate because of changesditions, or that the degree
of compliance with policies or procedures may detate. The Company'’s internal control over finaheeporting is a process designed under the sigienvof the Company’s

principal executive officer and principal financiafficer to provide reasonable assurance regarttiegreliability of financial reporting and the pegption of the Company’s
financial statements for external reporting purgaseaccordance with United States generally aeceptcounting principles.

Under the supervision and with the participatiommanagement, including the Company’s principal ekige officer and principal financial officer, tfeompany conducted an
evaluation of the effectiveness of its internal tcohover financial reporting based on the framewir Internal Control — Integrated Framewotiksued by the Committee of
Sponsoring Organizations of the Treadway Commisdased on its evaluation under that framework, agament concluded that the Company’s internal obotrer financial
reporting was effective as of December 31, 2009%ddition, based on our assessment, managementebersnined that there were no material weaknessései Company’s
internal controls over financial reporting.

This annual report does not include an attestagport of the Company’s independent registeredipaaicounting firm regarding internal control oVigrancial reporting pursuant
to temporary rules of the Securities and Exchangm@ission that permit the Company to provide ongnagement’s report in this annual report.

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

Oswego, New York
March 24, 2010
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Report of Independent Registered Public Accountindrirm

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

We have audited the accompanying consolidatednséatts of condition of Pathfinder Bancorp, Inc. autbsidiaries as of December 31, 2009 and 2008ttendelate
consolidated statements of income, changes in sblaiers’ equity and cash flows for each of the gearthe two-year period ended December 31, 2@@8hfinder Bancorp, Ine’
management is responsible for these consolidateadial statements. Our responsibility is to egpr@n opinion on these consolidated financial statés based on our audits.

We conducted our audits in accordance with thedstais of the Public Company Accounting OversighaBo(United States). Those standards requirevibgblan an
perform the audit to obtain reasonable assuranoatabhether the consolidated financial statemergsfree of material misstatement. The Companyoisrequired to have, n
were we engaged to perform, an audit of its intecoatrol over financial reporting. Our audits limded consideration of internal control over finmheeporting as a basis -
designing audit procedures that are appropriatheéncircumstances, but not for the purpose of esging an opinion on the effectiveness of the Commamternal control o
financial reporting. Accordingly, we express nefswpinion. An audit also includes examining, aest basis, evidence supporting the amounts aubdures in the consolida
financial statements, assessing the accountingiptés used and significant estimates made by nemegt, as well as evaluating the overall finansiatement presentation. '
believe that our audits provide a reasonable Basisur opinion.

In our opinion, the consolidated financial statetaeeferred to above present fairly, in all matergspects, the consolidated financial positiofPathfinder Bancorp, In

and subsidiaries as of December 31, 2009 and 20@Bthe consolidated results of their operatiortsthair cash flows for each of the years in the-figar period ended Decem
31, 2009 in conformity with accounting principlesngrally accepted in the United States of America.

/sl ParenteBeard LLC

ParenteBeard LLC
Syracuse, New York
March 24, 2010

Page 3t




Table of Contents

CONS OLIDATED STATEMENTS OF CONDITION

December 3:
(In thousands, except share da 200¢ 200¢
ASSETS:
Cash and due from ban $ 8,67¢ $ 7,36
Interest earning deposi 5,95: 313
Total cash and cash equivale 14,63: 7,67¢
Investment securities, at fair val 72,75¢ 72,13t
Federal Home Loan Bank stock, at ¢ 1,89¢ 2,54¢
Loans 262,46! 249,87
Less: Allowance for loan loss: 3,07¢ 2,477
Loans receivable, ni 259,38 247,40(
Premises and equipment, | 7,17: 7,45(
Accrued interest receivab 1,48 1,67¢
Foreclosed real esta 181 33t
Goodwill 3,84( 3,84(
Bank owned life insuranc 6,95¢ 6,731
Other asset 3,38¢ 2,961
Total asset $371,69: $352,76(
LIABILITIES AND SHAREHOLDERS' EQUITY:
Deposits:
Interes-bearing $269,53¢ $243,28t¢
Noninteres-bearing 27,30  26,15(
Total deposite 296,83¢ 269,43t
Shor-term borrowings - 17,57¢
Long-term borrowings 36,00  34,40(
Junior subordinated debentu 5,15¢ 5,15¢
Other liabilities 4,46( 6,697
Total liabilities 342,45: 333,26!
Shareholders' equit
Preferred stock, par value $0.01 per share; $1j§0@lation preference
1,000,000 shares authorized; 6,771 shares issukdustanding as of December :
2009; 0 shares issued and outstanding as of Dece3tib200¢ 6,101 -
Common stock, par value $0.01; authorized 10,0@0sb@res
2,972,119 and 2,484,832 shares issued and outstaretipectivel 30 30
Additional paid in capita 8,61¢ 7,90¢
Retained earning 22,41¢  21,19¢
Accumulated other comprehensive i (1,425 (3,140
Treasury stock, at cost; 487,287 she¢ (6,502  (6,507)
Total shareholders' equi 29,23¢ 19,49¢

Total liabilities and shareholders' equ

$371,69: $352,76(

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

Years Ended December

(In thousands, except per share de 200¢ 200¢
Interest and dividend income:
Loans, including fee $14,81F $14,75¢
Debt securities
Taxable 2,60: 2,95¢
Tax-exempt 43 171
Dividends 33¢ 40€
Federal funds sold and interest earning dep 6 61
Total interest incomr 17,80¢  18,35(
Interest expense:
Interest on deposi 4,43¢ 5,661
Interest on shc-term borrowings 32 402
Interest on lon-term borrowings 1,562 1,611
Total interest expen 6,02¢ 7,67¢
Net interest incon 11,777  10,67¢
Provision for loan losse 87€ 82C
Net interest income after provision foam losse 10,90 9,85t
Noninterest income:
Service charges on deposit accot 1,49¢ 1,492
Earnings on bank owned life insurar 22t 293
Loan servicing fee 232 281
Losses on impairment of investment securi (693) (2,259
Net gains (losses) on sales of investment secsi 80t 62
Net gains (losses) on sales of loans and forecloesadestat 54 (44)
Debit card interchange fe 28C 27t
Other charges, commissions & fe 49C 445
Total noninterest incon 2,89( 551
Noninterest expense:
Salaries and employee bene 5,571 5,172
Building occupanc 1,24¢ 1,322
Data processing expens 1,307 1,33(
Professional and other servic 844 771
FDIC assessmel 74% 5
Other expense 1,407 1,287
Total noninterest expen: 11,12¢ 9,93t
Income before income tax 2,66E 471
Provision for income taxe 1,05( 102
Net income 1,61f 36¢
Preferred stock dividends and discount accre 96 -
Net income available to common shareholders $ 151¢ $ 368
Earnings per common share - basic $ 061 $ 0.1t
Earnings per common share - diluted $ 061 $ 0.1f
Dividends per common share $ 0.1z 0.41

The accompanying notes are an integral part ofdimsolidated financial statemer
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CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

Accumulate:
Additional Other Con-
Preferrec Commor Paid ir Retainer  prehensiv Treasur
(In thousands, except share da Stock Stock Capita Earning: Loss Stock  Total
Balance, January 1, 2009 -$ 30 % 7,90¢ $21,19¢ $ (3,140 $ (6,50z) $19,49¢
Comprehensive incom
Net income 1,61t 1,61t
Other comprehensive income, net of t
Unrealized holding gains on securit
available for sale (net of $371 tax exper 1,30z 1,302
Retirement plan net gains and transit
obligation not recognized in plan expen
(net of $275 tax expense) 41z 41z
Total Comprehensive incor 3,33(
Preferred stock an
common stock warrants issu 6,06t 70€ 6,771
Preferred stock discount accreti 36 (36) -
Preferred stock dividenc (60) (60)
Common stock dividends declared ($0.12 per st (29¢) (29¢€)

Balance, December 31, 20C

$ 6,101 % 30$ 8,61f $22,41¢ $

(1,425 $ (6,507) $29,23¢

Balance, January 1, 2008
Cumulative effect of a change in account
principle upon the change in defin
employee benefit plans' measurement |
(net of $8 tax expens

-$ 30% 7,89¢ $21,73 $

(1,457 $ (6,502 $21,70«

(48) 13 (35)
Comprehensive los
Net income 36¢ 36¢
Other comprehensive loss, net of t
Unrealized holding losses on securii
available for sale (net of $237 tax exper (392) (392)
Retirement plan net losses and transi
obligation not recognized in plan expen
(net of $869 tax benefit) (1,304 (1,309
Total Comprehensive lo: (1,32¢)
Stock options exercise 10 10
Common stock dividends declared ($0.41 per st (85€) (85€)

Balance, December 31, 20C

-$ 30$  7,90¢ $21,19¢ $

(3,140 $ (6,50) $19,49¢

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

Years Ended
December 31

(In thousands 200¢ 200¢
OPERATING ACTIVITIES
Net income 161t $ 36¢
Adjustments to reconcile net income to net cashigedl by operating activitie!
Provision for loan losse 87¢€ 82C
Deferred income tax expense (bene 441 (38¢)
Proceeds from sales of loa 9,65¢ 174
Originations of loans he-for-sale (9,540 (172)
Realized losses (gains) on sales
Real estate acquired through foreclos 65 46
Premises and equipme 2 -
Loans (119 2)
Available-for-sale investment securiti (80%) (62)
Impairment writ-down on availabl-for-sale securitie 692 2,25:%
Depreciatior 657 69¢
Amortization of mortgage servicing rigk 32 28
Amortization of deferred loan cos 24C 21¢
Earnings on bank owned life insurar (225 (299
Net amortization of premiums and discounts on itmesit securitie 254 112
Decrease (increase) in accrued interest recei 19€ (5)
Net change in other assets and liabili (2,940 (299)
Net cash provided by operating activities 1,101 3,49¢
INVESTING ACTIVITIES
Purchase of investment securities avail-for-sale (43,66¢)  (31,75¢)
Net proceeds from the redemption of (purchase efleFal Home Loan Bank sto 65C (421)
Proceeds from maturities and principal reductich
investment securities availa-for-sale 22,15 18,63
Proceeds from sale ¢
Available-for-sale investment securiti 22,43( 3,531
Real estate acquired through foreclos 49¢ 97¢
Premises and equipme 1 -
Net increase in loar (13,48Y) (27,890
Purchase of premises and equipn (38%) (341)
Net cash used in investing activities (11,807 (37,26%
FINANCING ACTIVITIES
Net increase in demand deposits, NOW accountspgawccounts
money management deposit accounts, MMDA accourmteacrow deposi 18,12¢ 6,00:
Net increase in time depos 9,27z 12,35(
Net repayments on sh-term borrowings (17,579 (82E)
Payments on lor-term borrowings (5,400 (11,610
Proceeds from lor-term borrowings 7,00C 26,00(
Proceeds from the issuance of preferred stock amanon stock warran: 6,771 -
Proceeds from exercise of stock optit - 10
Cash dividends paid to preferred sharehol (60) -
Cash dividends paid to common sharehol (47€) (694)
Net cash provided by financing activities 17,65¢ 31,23¢
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended
December 31

200¢ 200¢

(In thousands

Increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of p¢

6,95: (2,53
7,67¢ 10,21

Cash and cash equivalents at end of period

$14,63: $ 7,67¢

CASH PAID DURING THE PERIOD FOR:
Interest
Income taxe:

NON-CASH INVESTING ACTIVITY
Transfer of loans to foreclosed real es

The accompanying notes are an integral part oftimsolidated financial statemer
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NO TES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Nature of Operations

The accompanying consolidated financial statementside the accounts of Pathfinder Bancorp, Inse (ftCompany”)and its wholly owned subsidiary, Pathfinder Bartke
“Bank”). The Bank has three wholly owned operatiufpsidiaries, Pathfinder Commercial Bank, Whisge@aks Development Corp. and Pathfinder REIT, Alcinter-compan'
accounts and activity have been eliminated in clistestion. The Company has seven offices locate@$wego County. The Company is primarily engagethe business
attracting deposits from the general public in @@mpany’s market area, and investing such depdsigsther with other sources of funds, in loansisst by one-tdeur family
residential real estate, commercial real estateiness assets and in investment securities.

Pathfinder Bancorp, M.H.C., (the “Holding Compang’mutual holding company whose activity is not intedd in the accompanying financial statements, oappsoximatel
63.7% of the outstanding common stock of the Compaularies and employee benefits approximatint3§100 and $152,000 were allocated from the Comparlge Holdint
Company during 2009 and 2008, respectively. Thiiig Company recorded $15,000 as rental incomm fiee Bank for each year presented. As of DecerBbe009, th
Bank had a loan receivable from the Holding Compaing1,274,000.

Use of Estimates in the Preparation of Financial $tements

The preparation of financial statements in confoymiith accounting principles generally acceptedhia United States of America requires managenentake estimates a
assumptions that affect the reported amounts eftsssd liabilities and disclosure of contingersieds and liabilities at the date of the financtatements and the reported amo
of revenues and expenses during the reporting ghefiotual results could differ from those estimat®anagement has identified the allowance for lwemses, deferred incol
taxes, pension obligations, the evaluation of gdbder impairment and the evaluation of investmeeturities for other than temporary impairmenbéahe accounting areas 1
require the most subjective and complex judgmetd,as such, could be the most subject to revasamew information becomes available.

The Company is subject to the regulations of varigovernmental agencies. The Company also undeggédic examinations by the regulatory agenaieish may subject it 1
further changes with respect to asset valuatiommuats of required loss allowances, and operatasgrictions resulting from the regulators' judgnsebaised on informatic
available to them at the time of their examinations

Significant Group Concentrations of Credit Risk

Most of the Company' activities are with customers located primanilydswego and parts of Onondaga counties of New ‘Btake. Note 3 discusses the types of securie
the Company invests in. Note 4 discusses the tgpésnding that the Company engages in. The Caypmkoes not have any significant concentrationary one industry «
customer.

Advertising

The Company follows the policy of charging the sast advertising to expense as incurred. Adveisiosts included in other operating expenses §@&58,000 and $264,000

the years ended December 31, 2009 and 2008, resgectThe increase in advertising expenses isatlly attributable to marketing efforts associateth the Banks celebratio
of 150 years of operation.
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Cash and Cash Equivalents

Cash and cash equivalents include cash on handjrasdue from banks and interest-bearing deposith friginal maturity of three months or less).
Investment Securities

The Company classifies investment securities adable-for-sale. Available-fosale securities are reported at fair value, withumeealized gains and losses reflected as a ge
component of shareholders’ equity, net of the aalie income tax effect. None of the Company’s #twent securities have been classified as tradimgld-to-maturity.

Gains or losses on investment security transactoadased on the amortized cost of the specifiardges sold. Premiums and discounts on secaréie amortized and accre
into income using the interest method over thequetd maturity.

Note 3 to the consolidated financial statementhides additional information about the Comp’s accounting policies with respect to the impaintnef investment securities.
Federal Home Loan Bank Stock

Federal law requires a member institution of thddfal Home Loan Bank (“FHLB"$ystem to hold stock of its district FHLB accorditega predetermined formula. The stoc
carried at cost.

Mortgage Loans Held-for-Sale

Mortgage loans held-for-sale are carried at theelowf cost or fair value. Fair value is determiriedhe aggregate. There were no loans heldsébe-or forward commitmer
outstanding as of December 31, 2009 and 2008.

Transfers of Financial Assets

Transfers of financial assets, including salesoahk and loan participations, are accounted faabess when control over the assets has been sarszhdControl over transfen
assets is deemed to be surrendered when (1) thesdssve been isolated from the Company, (2) twesteree obtains the right (free of conditions twtstrain it from takin
advantage of that right) to pledge or exchangetrdmesferred assets, and (3) the Company does niotaimaeffective control over the transferred as¢btough an agreement
repurchase them before their maturity.

Loans

The Company grants mortgage, commercial and conslames to customers. Loans that management kastént and ability to hold for the foreseeabliifa or until maturity ¢
pay-off, generally are stated at unpaid principalahces, less the allowance for loan losses arsl gt deferred loan origination costs. The abiitythe Companys debtors t
honor their contracts is dependent upon the re¢ateeand general economic conditions in the maaked. Interest income is generally recognized wheosme is earned using -
interest method. Nonrefundable loan fees receivelrelated direct origination costs incurred arkeded and amortized over the life of the loan gdime interest method, result
in a constant effective yield over the loan termefddred fees are recognized into income and defewsts are charged to income immediately upongyregnt of the related loan.
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Allowance for Loan Losses

The allowance for loan losses is established asetoare estimated to have occurred through a jwavisr loan losses charged to earnings. Loarelsse charged against
allowance when management believes the uncolléttilof a loan balance is confirmed. Subsequenbveries, if any, are credited to the allowancée Tompany periodical
evaluates the adequacy of the allowance for loasel®in order to maintain the allowance at a léhatlis sufficient to absorb probable and estimabdelit losses.

The allowance consists of specific, general andlacgted components. It includes amounts spedljicdiocated to impaired loans. A loan is consate impaired, based

current information and events, if it is probalile Company will be unable to collect the schedpi@giments of principal or interest when due accaydinthe contractual terms
the loan agreement. Specific reserves are edteblisased on the fair value of underlying colldteradiscounted cash flows, as appropriate, whesehvalues are lower than
carrying value of the loan. The allowance is aemprised of general reserves, which are estalliblgeapplying loss factors to the aggregate balafigeajor loan categories
pools of smaller balance homogeneous loans. Tdeflxtors are determined by management based ewafumtion of historical loss experience, delimgyetrends, volume ai
type of lending conducted, and the impact of curemonomic conditions in the market area. An wtated component of the allowance may be maintaimedver uncertaintic
that could affect managemestéstimate of probable losses. The unallocatedpoasmt reflects the margin of imprecision inhergnthe underlying assumptions used in
methodologies for estimating specific and genevakés in the portfolio. While management usesbdst information available to make evaluationsyfeitadjustments to t
allowance may be necessary if conditions differssatially from the assumptions used in makinget@uation.

Income Recognition on Impaired and Non-accrual Loas

Loans, including impaired loans, are generallysifeed as noraccrual if they are past due as to maturity or paynof principal or interest for a period of mohan 90 days. Whe
a loan is classified as naecrual and the future collectibility of the receddloan balance is doubtful, collections of intersd principal are generally applied as a reducto
principal outstanding.

When future collectibility of the recorded loan &ate is expected, interest income may be recogromed cash basis. In the case where aaumnual loan had been parti:
charged off, recognition of interest on a cash $asiimited to that which would have been recogdinn the recorded loan balance at the contragtteakest rate. Cash inter
receipts in excess of that amount are recordedcweries to the allowance for loan losses unitdlrpgharge-offs have been fully recovered.

Off-Balance Sheet Credit Related Financial Instrumats

In the ordinary course of business, the Companyenésred into commitments to extend credit, inalgdtommitments under standby letters of creditchSinancial instrumen
are recorded when they are funded.

Premises and Equipment
Premises and equipment are stated at cost, lessnatated depreciation. Depreciation is computecaastraightline basis over the estimated useful lives of thlated asse!

ranging up to 40 years for premises and 10 yearsdfoipment. Maintenance and repairs are chargegeeating expenses as incurred. The asset cost@umulated depreciati
are removed from the accounts for assets soldtioedeand any resulting gain or loss is includethie determination of income.

Page 4:




Table of Contents

Foreclosed Real Estate

Properties acquired through foreclosure, or by dedibu of foreclosure, are recorded at their faitue less estimated disposal costs. Fair valuketermined based on a curi
appraisal and inspection. Costs incurred in cotoreevith preparing the foreclosed real estatedigposition are capitalized to the extent that teelgance the overall fair value
the property. Write downs of, and expenses relatedoreclosed real estate holdings are includedaninterest expense and were $90,000 and $133;0Q009 and 200
respectively.

Goodwill
Goodwill represents the excess cost of an acquisdier the fair value of the net assets acqui@dodwill is not amortized but is evaluated annu&dr impairment.
Mortgage Servicing Rights

Originated mortgage servicing rights are recordetiir fair value at the time of transfer and aneortized in proportion to and over the period sifreated net servicing income
loss. The carrying value of the originated mortgagrvicing rights is periodically evaluated fopairment.

Stock-Based Compensation

Compensation costs related to share-based paynasgattions are recognized based on the grantaiatealue of the stoclkased compensation issued. Compensation cos
recognized over the period that an employee pravigevice in exchange for the award. No option®weanted during 2009 or 2008, and all outstandptipns were fully veste
on January 1, 2006 and, accordingly, there wasnpact on the Company’s results of operations ferériods presented.

Retirement Benefits

The Company has established tax qualified retirérpéams covering substantially all full-time empé®s and certain patithe employees. Pension expense under these is
charged to current operations and consists of ateemponents of net pension cost based on vascuwsrial assumptions regarding future experiemeckeuthe plans.

Gains and losses, prior service costs and credlitd, any remaining transition amounts that have yedtbeen recognized through net periodic benefit eve recognized
accumulated other comprehensive loss, net of tiectsf until they are amortized as a componentedfperiodic cost. On January 1, 2008, the Compeaagrded a $48,000 che
to retained earnings, representing the cumulatiferteadjustment upon adopting the measurement tdamsition rule for the Compars/pension plan and post retirement be
plan. Plan assets and obligations are to be medss of the employerbalance sheet date. The Company previously megh#ts pension plan as of October 1 of each yAar
result of the measurement date provisions, the Gomplecreased its pension plan asset with a camespy charge to retained earnings, representieqét periodic benefit ¢
for the period between the October 1, 2007 measemedate and January 1, 2008.

In addition, the Company has unfunded deferred esrsation and supplemental executive retirementsplanselected current and former employees andeoff that provid
benefits that cannot be paid from a qualified estient plan due to Internal Revenue Code restristidbhese plans are nonqualified under the IntdRealenue Code, and as:
used to fund benefit payments are not segregated @ther assets of the Company, therefore, in gén@mparticipant's or beneficiary's claim to bésefinder these plans is
general creditor.
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Derivative Financial Instruments

Derivatives are recorded on the statement of cmmdés assets and liabilities measured at theirnvue. The accounting for increases and decreasi® value of derivativi
depends upon the use of derivatives and whethetdheatives qualify for hedge accounting. The @amy currently has one interest rate swap, whichben determined to b
cash flow hedge. The fair value of cash-flow hedgnstruments (“Cash Flow Hedge¥) recorded in either other assets or other ligdsli On an ongoing basis, the stateme
condition is adjusted to reflect the then currezit falue of the Cash Flow Hedge. The related gami®sses are reported in other comprehensiveniecand are subsequet
reclassified into earnings, as a yield adjustmerthe same period in which the related interesthenhedged item (primarily a variabiate debt obligation) affect earnings. To
extent that the Cash Flow Hedge is not effectiwe iheffective portion of the Cash Flow Hedge isnetliately recognized as interest expense.

Income Taxes

Provisions for income taxes are based on taxegwmilyrpayable or refundable and deferred incomegan temporary differences between the tax bésissets and liabilities a
their reported amounts in the consolidated findrate&tements. Deferred tax assets and liabilittes@ported in the consolidated financial statesanhturrently enacted income
rates applicable to the period in which the defittex assets and liabilities are expected to blezeshor settled.

Earnings per Common Share

Basic earnings per common share are computed ligirivnet income, after the preferred stock divideand preferred stock discount accretion, by thighted average numt
of common shares outstanding throughout each y@#uted earnings per share gives effect to weidlgeerage shares that would be outstanding assutméngxercise of issu
stock options using the treasury stock method.

Other Comprehensive (Loss) Income

Accounting principles generally accepted in thetehiStates of America, require that recognizedmegeexpenses, gains and losses be included ingwhe. Although certa
changes in assets and liabilities, such as unezhlimins and losses on available-for-sale secsyritie effective portion of cadlow hedges, and unrecognized gains and lo

prior service costs and transition assets or otitiga for defined benefit pension and post-retiretr@ans are reported as a separate componeng shiéreholder®quity sectio
of the consolidated statements of condition, stexms, along with net income, are components of cetrgnsive (loss) income.
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The components of other comprehensive income (Brss)he related tax effect at and for the yeadedrDecember 31, are as follows:

(In thousands 200¢ 200¢
Unrealized holding gains (losses) on securitieslavie for sale
Unrealized holding gains (losses) arising duringtbar $1,788  $(2,34¢€)
Reclassification adjustment for (gains) lossesudet in net incom (112) 2,191
Net unrealized gains (losses) on securities availfa sale 1,67: (15E)
Defined benefit pension and post retirement pl
Additional plan gains (losse 40¢ (2,257%)

Reclassification adjustment for amortization of &iétrplans'
net loss and prior service liability recognizechit

periodic expens 27¢ 84
Net change in defined benefit plan assets and afiigs 68¢ (2,177)
Other comprehensive income (loss) before 2,361 (2,32¢)
Tax effect (64€) 632
Other comprehensive income (lo: $1,715  $(1,69€6)

The components of accumulated other comprehenssse het of related tax effects, at December Zaarfollows:

(In thousands 200¢ 200¢
Unrealized gains (losses) on securities availadniséle (net of ta

expense 200- $166; and tax benefit 20(- $205) $ 24¢ $(1,059
Net pension losses and past service liability @fieax

benefit 200¢- $1,100; 200¢- $1,352) (1,649 (2,027
Net pos-retirement losses and past service liability (fear

benefit 200¢- $17; 200€- $40) (25) (60)

$(1,425 $(3,140)

Reclassifications

Certain amounts in the 2008 consolidated finarste@iements have been reclassified to conform tauhent year presentation. These reclassificati@d no effect on net inco
as previously reported.

NOTE 2: NEW ACCOUNTING PRONOUNCEMENTS

In April 2009, the FASB issued ASC 320-10-65-1 (firly FASB Staff Position (“FSP”) No. 115-2 and N@4-2, “Recognition and Presentation of Other-Fhamporar
Impairments”). This standard amends existing guidafor determining whether impairment is other-themporary for debt securities and requires an\etditassess whethe|
intends to sell, or it is more likely than not thiawvill be required to sell a security in an uriieed loss position before recovery of its amordiz®st basis. If either of these critt
is met, the entire difference between amortized eosl fair value is recognized in earnings. Fortdsdzurities that do not meet the aforementiond@ria, the amount
impairment recognized in earnings is limited to émeount related to credit losses, while impairmrefdted to other factors is recognized in other p@hensive income.
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Additionally, this standard expands and increakesftequency of existing disclosures about othantiemporary impairments for debt and equity secsitiEhis standard w
effective for interim and annual reporting perieasling after June 15, 2009. The adoption of tleirdsrd did not result in a change to the amoustyrded for OTTI in earnings
other comprehensive income. The only OTTI chamgesrded on debt securities in 2009 were based saleathat subsequently occurred and thereforesmiiee amount wz
recorded against earnings.

In April 2009, the FASB issued ASC 820-10-65-4 (fherly FSP No. 157-4,0etermining Fair Value When the Volume and LevelAativity for the Asset and Liability Hay
Significantly Decreased and Identifying Transacsidat Are Not Orderly”)This standard emphasizes that even if there has dsg@nificant decrease in the volume and lev
activity, the objective of a fair value measuremesmains the same. Fair value is the price thatldvbe received to sell an asset or paid to tranaféability in an orderl
transaction (that is, not a forced liquidation @tetssed sale) between market participants. Targlard provides a number of factors to consideenévaluating whether there
been a significant decrease in the volume and lefvattivity for an asset or liability in relatido normal market activity. In addition, when tracsans or quoted prices are
considered orderly, adjustments to those pricescas the weight of available information may beded to determine the appropriate fair value. Stasdard was effective |
interim and annual reporting periods ending aftereJ15, 2009. The adoption of this standard dichagt a material effect on our consolidated finansiatements.

In May 2009, the FASB issued ASC 855 “Subsequemnis’ (formerly SFAS No. 165, “Subsequent Event¥his standard establishes general standards ofiating for an:
disclosure of events that occur after the staternbnbndition date but before financial statemearisissued or are available to be issued. Thiglatdnwas effective for financ
statements issued for interim or annual periodsnendfter June 15, 2009. We adopted this statemerihg the second quarter of 2009. The Companyelakiated subsequt
events and transactions occurring through the afatesuance of the financial data included herein.

In June 2009, the FASB issued ASC 860 —"AccounfmgTransfers of Financial Assets”This statement prescribes the information thatpmmég entity must provide in
financial reports about a transfer of financialetssthe effects of a transfer on its financialipos, financial performance and cash flows; artdaasferors continuing involveme
in transferred financial assets. Specifically, agother aspects, Topic 860 amends the previousrBéat of Financial Standard No. 14®@counting for Transfers and Servicing
Financial Assets and Extinguishments of Liabili, by removing the concept of a qualifying spegatpose entity and removing the exception from ypgl FIN 46(R) to variabl
interest entities that are qualifying special-pe@a@ntities. It also modifies the financt@mponents approach previously used. FASB ASC 86éffective for fiscal yea
beginning after November 15, 2009 and will not haveaterial impact on the Company’s consolidatedrftial position.

The FASB issued ASU 2009-5, “Fair Value Measuremeamid Disclosures (Topic 820) — Measuring Lialgifitat Fair Valuefn August 2009, to provide guidance when estimi
the fair value of a liability. When a quoted pricean active market for the identical liabilitynst available, fair value should be measured u@nghe quoted price of an identi
liability when traded as an asset; (b) quoted prioe similar liabilities or similar liabilities &ded as assets; or (c) another valuation techrgugistent with the principles of Toj
820 such as an income approach or a market apprdfiatrestriction exists that prevents the trensff the liability, a separate adjustment relatethe restriction is not requir
when estimating fair value. The ASU was effectdetober 1, 2009 and does not have a material impatite Company’s consolidated financial position.

ASU 2009-12, “Fair Value Measurements and Discleqiopic 820) — Investments in Certain Entities fT@alculate Net Asset Value per Share (or Its Egjeint),” issued il
September 2009, allows a company to measure thedhie of an investment that has no readily deiabie fair market value on the basis of the inge'stnet asset value |
share as provided by the investee. This allowassemes that the investee has calculated netwadsetin accordance with the GAAP measurement jpfies of Topic 946 as
the reporting entitys measurement date. Examples of such investmecitgle investments in hedge funds, private equityd$, real estate funds and venture capital fuiiths
update also provides guidance on how the investrsleotld be classified within the fair value hieterdased on the value for which the investment bamedeemed. T
amendment is effective for interim and annual pisiafter December 15, 2009 with early adoption jtéeth The Company does not expect this guidand¢etve a material impz
to our consolidated financial statements.
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In October 2009, ASU 2009-15, “Accounting for Owhase Lending Arrangements in Contemplation of Caotible Debt Issuance or Other Financingas issued to amend A.
Topic 470 and provides guidance for accounting r@parting for ownshare lending arrangements issued in contemplafianconvertible debt issuance. At the date afasse,
share-lending arrangement entered into on an &ntyn shares should be measured at fair valueciordance with Topic 820 and recognized as an issieost, with an offset
additional paid in capital. Loaned shares areusad from basic and diluted earnings per sharesandiefault of the shatending arrangement occurs. The amendment
requires several disclosures including a descripéind the terms of the arrangement and the reasoentering into the arrangement. The effectivieslaf the amendment :
dependent upon the date the sharaling arrangement was entered into and incluttesgective application for arrangements outstamdia of the beginning of fiscal ye
beginning on or after December 15, 2009. The Cawges no plans to issue convertible debt andefber, does not expect the update to have an ingrads consolidate
financial statements.

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

December 31, 200

Gros: Gros: Estimate:
Amortizec Unrealize(« Unrealizec Fair
(In thousands Cos Gains Losse: Value
Bond investment securitie

US Treasury and agenci $ 1452t $ 30 % (26)$ 14,53:
State and political subdivisiol 8,98¢ 20 (81) 8,92¢
Corporate 5,33¢ 194 (562) 4,96¢
Residential mortga¢-backec 36,124 98¢ (173 36,94(
Total 64,97+ 1,23 (842) 65,36¢

Equity investment securitie
Mutual funds 4,79 24 - 4,81¢
Common stocl 372 - - 372
Total 5,162 24 - 5,18€
Other investment 2,20z - - 2,20:
Total investment securitie $ 7233¢$ 1251 % (842)$  72,75¢

Page 4¢




Table of Contents

December 31, 200

Gros:t Gros:  Estimate:
Amortizec Unrealizet Unrealizec Fair
(In thousands Cos Gain: Losse: Value
Bond investment securitie

US Treasury and agenci $ 9,12¢ $ 34z $ -$ 9,46¢
State and political subdivisiol 5,02( 23 (70) 4,97:
Corporate 12,18: 117 (1,472 10,82¢
Residential mortga-backec 39,47¢ 707 (155) 40,03(
Total 65,80¢ 1,18¢ (1,697) 65,29"

Equity investment securitie
Mutual funds 5,17¢ - (744) 4,43¢
Common stocl 31z - (6) 30€
Total 5,491 - (750C) 4,741
Other investment 2,10( - - 2,10(

Total investment securitie

$ 73,39 $  1,18¢$  (2,44)$ 72,13t

The amortized cost and estimated fair value of delsstments at December 31, 2009 by contractuédinitya are shown below. Expected maturities mayedifrom contractui
maturities because borrowers may have the rigbélicor prepay obligations with or without penadtie

Amortizec Estimate:
Fair
Cos Value

(In thousands

Due in one year or le:

Due after one year through five ye.
Due after five years through ten ye
Due after ten yeal

Residential mortga¢-backec

$ 1601% 1,607
16,32%  16,52¢
3,661 3,65¢
7,257 6,63:
36,12¢  36,94(

Totals

$ 64,97 $ 65,36¢

The Company’s investment securitigg'oss unrealized losses and fair value, aggredagethvestment category and length of time thatvittlial securities have been ii

continuous unrealized loss position, is as follows:

December 31, 200
Less than Twelve Twelve Months o
Months More Total
Unrealize« Fair Unrealize( Fair Unrealize( Fair
Losse Value Losse Value Losse.  Value

(In thousands

US Treasury and Agenci
State and political subdivisiol
Corporate

Mortgage-backed

Equity and other investmen

$  (26)$ 4,99 $ % -$  (26)$ 4,99
(81) 2,98¢ - - (81) 2,98¢

= - (562) 1,40z (562) 1,40:

(145)  9,66¢ (24) 54t (179 10,21(

$  (256)$17,64¢3  (586)$1,947 $  (842) $19,59¢
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December 31, 200
Less than Twelve Twelve Months or

Months More Total

Unrealize( Fair Unrealizec  Fair Unrealizet Fair
Losse: Value Losse: Value Losse. Value

(In thousands
State and political subdivisiol $ (700 $ 2,13 $ -$ -3 (700 $ 2,13«
Corporate (327) 5,34¢ (1,145 2,80¢ (1,472 8,15¢
Mortgage-backed (15C) 7,491 (B) 734 (155) 8,22t
Equity and other investmen (744) 4,251 (6) 21 (750) 4,27:

$ (1,290 $19,22' $ (1,156 $3,56( $ _ (2,447) $22,78

We conduct a formal review of investment securitesa quarterly basis for the presence of othen-teenporary impairment (“OTTI")In the second quarter of 2009, we ad¢
the updated guidance on determining OTTI on debarsizes. We assess whether OTTI is present wherfdin value of a debt security is less than itoaied cost basis at
balance sheet date. Under these circumstances, ®©TEbhsidered to have occurred (1) if we intendelh the security; (2) if it is “more likely thamot” we will be required to s
the security before recovery of its amortized dazsis; or (3) the present value of expected cashsflis not sufficient to recover the entire ameatizost basis. Tharfore likel
than not” criteria is a lower threshold than thedipable” criteria used under previous guidancee g§hidance requires that creditated OTTI is recognized in earnings v
noncredit-related OTTI on securities not expectedé sold is recognized in other comprehensivenme¢‘OCI”). Noncreditrelated OTTI is based on other factors, inclt
illiquidity. Presentation of OTTI is made in theament of income on a gross basis, including ble¢hportion recognized in earnings as well as thetign recorded in Ot
Normally, the gross OTTI would then be offset bg imount of noncre«-related OTTI, showing the net as the impact omiegs. All OTTI charges have been creditated

date, and therefore no offset or cumulative eféefjustment was presented on the financial statemekdditional disclosures are also required bg thiidance.

For debt security types discussed below, where Tibl@ considered necessary at December 31, 2083 owot intend to sell the securities and it is“nwore likely than not'the
we will be required to sell the securities befareavery of their amortized cost basis.

At December 31, 2009, 2 corporate securities wenenrealized loss positions. The two securitiearirealized loss positions represent tqugtferred issuances from large mi
center financial institutions. The JP Morgan Chiésating rate truspreferred security has a carrying value of $984 808 a fair value of $712,000. The Bank of Amefloatin
rate trust-preferred security has a carrying vaifi$980,000 and a fair value of $690,000. The sges are rated A1 and Baa3 by Mooslyespectively. The securities are
floating rate notes that adjust quarterly to LIBORhese securities reflect net unrealized lossestduhe fact that current similar issuances anegoeriginated at higher spreac
LIBOR, as the market currently demands a greaieingr premium for the associated risk in the curezonomic environment. Management has perforngetailed credit analy
on the underlying companies and has concludedehal issue is not credit impaired. Due to the fhat each security has approximately 18 yeard €inel maturity, ar
management has determined that there is no redaéelit impairment, the associated pricing risk snaged similar to longerm, low yielding, 15 and 30 year fixed rate resitk
mortgages carried in the Company’s loan portfolldie risk is managed through the Compangktensive interest rate risk management procedurbe Company expects
present value of expected cash flows will be sigfitto recover the amortized cost basis. Thuess#turities are not deemed to be other-than-teamipyoimpaired.

At December 31, 2009, a total of 4 Government AgeBionds are in unrealized loss positions. All &ssare 1% or less of the current carrying valueesuth holding has been ii
unrealized loss position for only one month. Niestthan-temporary impairment is deemed presethese securities.
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A total of 12 residential mortgad®cked security holdings have unrealized lossesf &ecember 31, 2009. Seven of these securitige Wesued by government agencit
government sponsored enterprises. All seven demu@re currently “AAA” rated by Moodyg’ and S&P. These unrealized losses relate prilicipm changes in interest r:
subsequent to the acquisition of the specific sBear None of the seven securities have unredliasses that exceed 4%. No other-ttemporary impairment is deemed pre
on these securities. The remaining 5 securitigthim classification represent private label CMQall of which have current unrealized lossesestlthan $10,000 each. All
securities are currently “AAA” rated by Moodybr S&P. Management reviewed the underlying crezhite information and the concentration risk aisged with the states that
majority of the underlying mortgage collateral oes in. No other-than-temporary impairment is degipresent on these securities.

At December 31, 2009, 9 state and political sulsitivi securities are in unrealized loss positiohl.9 holdings have unrealized losses that are tbas 4% of their related br
values. None of the securities have been in uzeghloss positions for more than 5 months. Thesealized losses relate principally to changesiarest rates subsequent ti
acquisition of the specific securities. All of teecurities are AA rated or better by S&P, with éixeeption of 4 securities issued by the Oswego,QtY School District, which ¢
unrated. No other-than-temporary impairment is degpresent on these securities.

In determining whether OTTI has occurred for equiégurities, the Company considers the applicaiitofs described above and the length of time dluiyesecuritys fair valt
has been below the carrying amount. Managemendétasmined that we have the intent and abilityetain the equity securities for a sufficient peraddime to allow for recove
however, due to the amount of time the fair valas been below the carrying value, the Company decbother-than-temporary impairment charges dubep.

The Company presently holds a no-load mutual fuvitich invests primarily in mortgage-related instents. The fund holds mortgapacked bonds and securities issue
government-sponsored mortgage entities and by ters@mpanies. The underlying assets are compoiseafriable rate, adjustable rate and fixate residential mortgage and h
equity loans. As a result of the recent problemthe real estate and mortgage securities martketdair value of the fund had declined and, acioglgt, the Companys record:
other-thantemporary impairment charges of 18% of the valuengu2008. Although the overall value of the fuhds continued to improve since early 2009, the evalfitt
investment in the fund was still below its costibds/ approximately $286,000 as of December 3192@ased on the length of time the equity sectgitalue was less than
carrying value, an other-than-temporary charge86,000 was recorded.

The Company also holds an investment in a mutua ftonsisting of investment grade, dividend paygingnmon stocks of large capitalization companiesnfanies with marl
capitalization in excess of $5 billion). Managertorded an other-than-temporary impairment ahafg?4% of the Fund’value in 2008. Although the overall value of the
has continued to improve since early 2009, theevalithe investment in the fund was still belowdtst basis by approximately $104,000 as of Decer®be2009. Based on
length of time the equity security’s value was lgs the carrying value, an other-than-temporagrge for $104,000 was recorded.

The Company held two other equity securities ttaat fair values less than the carrying value ané, tduthe length of time they remained in this positwere written down w
other-thantemporary impairment charges during the fourth mrarA small common stock investment in Alliandedncial Corp was written down $4,000 and a smathmao
stock investment in The Phoenix Companies was aifyilwritten down by $1,000. The Phoenix stockestwnent had also been adjusted as a result of-tithetempora
impairment in 2008.

During the second quarter of 2009, the Companyrdsmban other than temporary impairment charge288%00 associated with its holdings in a seniaegnred note issuec
CIT Group, Inc. (“CIT"). As current concerns greelating to CIT’s ability to meet its current sheetm obligations, combined with the belief thatestijovernment programs v
not going to be made available to CIT, the Compemycluded that the liquidation of its current halgliat a loss was prudent, and the security was @olduly 16, 2009. T
impairment charge recorded in the second quartsrbaaed on the sale proceeds as compared to thézsti@ost basis of the security.
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The following table presents a roll-forward of ga@ount related to credit losses on debt securiesgnized in earnings for the year ended Dece®be2009.

(In thousands Total
Beginning balanc- January 1, 200 $ 87t
Initial credit impairmen 29¢

Subsequent credit impairmet -
Reductions for amounts recognized in earnings duetént or requirement to st

Reductions for securities sc (29€)
Reductions for increases in cash flows expectémttoollectec -
Ending balanc- December 31, 20C $ 87t

Gross realized gains (losses) on sales of availablsale securities and other-than-temporary impant charges for the year ended December 31 ¢adedkbelow:

(In thousands 200¢ 200¢
Realized gain $ 814 $ 85
Realized losse 9) (23)
Other than temporary impairme (693) (2,259

$ 112 $(2,19)

As of December 31, 2009 and December 31, 2008 risesuwith an amortized cost of $45.7 million a®87.8 million, respectively, were pledged to caltatize certain depo
and borrowing arrangements.

Management has reviewed its mortgage-backed sesupbrtfolio and determined that, to the besttefknowledge, little or no exposure exists to stimp or other highisk
residential mortgages. The Company is not in tlaetre of investing in these types of loans.
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NOTE 4: LOANS

Major classifications of loans at December 31,awéollows:

(In thousands 200¢ 200¢

Real estate mortgage
Residentia $131,92¢ $132,82!
Constructior 2,39¢ 2,50¢
Commercia 62,22¢ 55,06
196,55° 190,39

Other loans

Consumel 3,58( 3,51¢
Home equity/second mortga 26,08¢  24,39:
Lease financing 3,711 2,30¢
Commercia 28,08: 25,21¢
Municipal loans 3,654 3,162
65,11 58,59:
Total loans 261,67( 248,98
Net deferred loan cos 79E 88t
Less allowance for loan loss (3,078  (2,472)
Loans receivable, ni $259,38° $247,40(

The Company grants mortgage and consumer loansstoroers throughout Oswego and parts of Onondagaties. Although the Company has a diversified lpartfolio, ¢
substantial portion of its debtors’ abilities tonoo their contracts is dependent upon the coungieglloyment and economic conditions.

The following represents the activity associatethuoans to executive officers and directors arartaffiliated entities during the year ended DebenB1, 2009:

(In thousands

Balance at the beginning of the yi $ 6,27(C
Originations 70¢
Principal payment (1,097

Balance at the end of the ye $ 5,882

Management has reviewed its loan portfolio andrdeiteed that, to the best of its knowledge, littleno exposure exists to sub-prime or other higk-residential mortgages. T
Company is not in the practice of originating thegees of loans.
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NOTE 5: ALLOWANCE FOR LOAN LOSSES

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

(In thousands 200¢ 200¢
Balance at beginning of ye $2,472  $1,70:
Recoveries creditet

Commercia - 17

Mortgage 3 -

Consume| 20 30
Total recoverie: 23 47
Loans charge-off:

Commercia (74) (46)

Mortgage (85) -

Consume| (134) (52)
Total charge-off (293 (98)
Net charg-offs (270) (52)
Provision for loan losse 87€ 82C
Balance at end of ye. $3,07¢  $2,477
Ratio of net charc-offs to average loans outstand 0.1% _ 0.02%

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

(In thousands 200¢ 200¢
Impaired loans without a valuation allowar $2,25¢  $2,02(
Impaired loans with a valuation allowar 98€ 43€
Total impaired loan $3,24C $2,45¢
Valuation allowance related to impaired lo: $ 79 $ 141
Average investment in impaired loa $2,921 $2,252
Interest income recognized on impaired lo $ 15¢ $ 17¢€
Interest income recognized on a cash bas

impaired loan: $ - 3% =

The amount of loans on which the Company has ceaseding interest aggregated approximately $2(BiBand $2,323,000 at December 31, 2009 and 268pectively. The
were no loans past due ninety days or more ardstituing interest at December 31, 2009 or 2008.

NOTE 6: SERVICING

Loans serviced for others are not included in #t@mpanying consolidated statements of conditibime unpaid principal balances of mortgage and dt®ers serviced for othe
were $46,225,000 and $46,095,000 at December BB, @0d 2008, respectively.
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The balance of capitalized servicing rights incldicte other assets at December 31, 2009 and 20@8$6/5,000 and $15,000, respectively.

The following summarizes mortgage-servicing rigtapitalized and amortized:

(In thousands 200¢ 200¢
Mortgage servicing rights capitaliz( $ 78 % S
Mortgage servicing rights amortiz $ 32 $ 28

NOTE 7: PREMISES AND EQUIPMENT

A summary of premises and equipment at Decembeis 3k, follows:

(In thousands 200¢ 200¢
Land $ 1,22¢ $ 1,22¢
Buildings 7,10C 7,007
Furniture, fixture and equipme 7,34z 7,09(
Construction in progres 15E 134

15,82 15,45
Less: Accumulated depreciati 8,65( 8,007

$ 7,17: $ 7,45C

NOTE 8: GOODWILL

As a result of deteriorating economic conditionshia financial markets, which impacted the tradmague of the Compang’common stock, management engaged an indeps
third party to test the Comparsygoodwill for impairment as of December 31, 2008anagement considers the Company, which incluldmaking operations on a consolide
basis, as the “reporting unit” for the purposeesting for goodwill impairment. Testing was penf@d by utilizing a threstep valuation approach using a measurement d
December 31, 2008:

(1) The estimated fair value of the Company as of tieasurement date was determined utilizing threeatiain methodologies including the Comparable Tretisas
approach, the Control Premium approach and theoDiged Cash Flow approach. All approaches wersidered in the final estimate of fair value, wittetresult
of the approaches weighted based upon their leitainithe fair value hierarchy and managemgrdmfort level with each approach. In the finaledmination, th
greatest emphasis was placed on approaches giligzimarily Level 2 inputs (the Comparable Trangatiand Control Premium approaches), and less weigk
placed on the Discounted Cash Flow approach dtieetaumber of Level 3 inputs that were utiliz

(2) The amount of goodwill that would be generatedhé €ompany were to be sold at a price equal tstisnated fair value was calculat

(3) A comparison of the estimated fair value of goofjwdétermined in steps (1) and (2) above, to threetui carrying value of goodwill on the Compasiyooks as of tt
measurement date was perform

The resulting calculations determined the estimé#édvalue of the goodwill to be $6.8 million, vdfi greatly exceeded the Companygarrying value of approximately $
million and thus, there was no goodwill impairmahDecember 31, 2008.
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Since the date of the third party evaluation, tieenfany has experienced improvement in its bookevpkr common share and tangible book value per conghare. Total asse
total deposits, and the percentage of core deptosittal deposits have all increased since ther paluation date. There has been no significateribration in the fair value of t
Companys stock and projected future earnings levels andieind paying capacity have both significantly imyed since the last valuation period. Given italeation o
goodwill, which considered these factors, manageras determined that the current carrying valugoafdwill is not impaired at December 31, 2009.

NOTE 9: DEPOSITS

A summary of deposits at December 31, is as follows

(In thousands 200¢ 200¢
Savings accouni $ 52,661 $ 49,55(
Time account: 87,80t 91,22
Time accounts over $100,0! 53,42:  40,73:
Money management accoul 11,325 10,30(¢
MMDA accounts 35,78¢ 27,59¢
Demand deposit intere-bearing 25,367  20,91¢
Demand deposit noninter-bearing 27,30C  26,15(
Mortgage escrow func 3,16¢ 2,974

$296,83¢ $269,43¢

At December 31, 2009, the scheduled maturitiegmé teposits are as follows:

(In thousands
Year of Maturity:

2010 $ 96,28
2011 19,50(
2012 7,56¢
2013 11,71:
2014 2,622
Thereaftel 3,54

$141,22¢
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NOTE 10: BORROWED FUNDS

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

(In thousands 200¢ 200¢
Shor-term:

FHLB Advances $ - $ 4,00C

Overnight Line of Credit with FHLE - 13,57¢

Total shor-term borrowings $ - $17,57¢
Long-term:

FHLB repurchase agreemei $ - $ 2,40¢

FHLB advance: 31,00C 27,00(

Citigroup Repurchase agreeme 5,00( 5,00(

Total lon¢-term borrowings $36,000 $34,40(

The principal balances, interest rates and magsriif the above fixed rate borrowings at DecemltePB809 is as follows:

Term Principa Rate:
(Dollars in thousands
Long-term:
Repurchase agreements (due in 2( 5,00( 2.95%
Advances with FHLE
2.42%
due within 1 yea 12,00¢( 4.3%
2.33%
due within 2 year 6,00( 4.1%
2.70%
due within 3 year 4,00( 4.91%
4.46%
due within 4 year 4,00( 4.5%%
2.85%
due within 5 year 5,00( 3.07%
Total advances with FHL| $ 31,00(
Total lon¢-term borrowings $ 36,00(

The repurchase agreement with Citi Group is caldieed by certain investment securities havinguaying value of $6,148,000 at December 31, 20D8e collateral is under t
Companys control. The overnight line of credit agreemeith the FHLB is used for liquidity purposes. éngst on this line is determined at the time ofteimg. The avera(
rate paid on the overnight line during 2009 apprated 0.52%. As a companion to the overnigte linth the FHLB, the Company also has access tmeMbnth Overnigh
Repricing Line of Credit. This allows the Companyborrow funds for a term of one month, which regs daily over the term, thus freeing up the oigdrhline for daily liquidity
needs. The Company has $36,148,000 available thidefacility, yet has never accessed the oroerth overnight repricing line. In addition to theernight line of credit prograu
the Company also has access to the FKHLBirm Advance Program under which it can borrowaaibus terms and interest rates. Residentiatgage loans with a carrying va
of $65,406,000 and FHLB stock with a carrying vahi&1,899,400 have been pledged by the Compangrumlanket collateral agreement to secure thep2oyis line of cred
and term borrowings. The total outstanding indébéss under all three borrowing facilities with fldLB cannot exceed the total value of the assketdged under the blani
collateral agreement. The
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Company also has a $6.5 million line of credit &afzle at December 31, 2009 with the Federal ResBark of New York through its Discount Window anashpledged vario!
corporate and municipal securities against the i Company has an $11.0 million line of credaitable with three other correspondent banks. $4illlon of that line of cred

is available on an unsecured basis and the rengaifl0 million must be collateralized with markdemvestment securities. Interest on the linedegermined at the time
borrowing.

The Company has a nawonsolidated subsidiary trust, Pathfinder Statuftmyst Il, of which the Company owns 100% of thenooon equity. The Trust issued $5,000,000 ¢
year floating rate Compa-obligated pooled capital securities of Pathfindet@ory Trust Il. The Company borrowed the pratseef the capital securities from its subsidiar
issuing floating rate junior subordinated deferealiterest debentures having substantially siméans. The capital securities mature in 2037 aedr@ated as Tier 1 capital
the Federal Deposit Insurance Corporation and tifieeOof Thrift Supervision. The capital securgief the trust are a pooled trust preferred fun@mefferred Term Securities
Ltd. and are tied to the 3-month LIBOR plus 1.658®0% at December 31, 2009) with a five-year calvsion. The Company guarantees all of thesergezs.

The Company's equity interest in the trust subsjdof $155,000 is reported in "Other assets". fégulatory reporting purposes, the Fed&aserve Board has indicated that
preferred securities will continue to qualify a®fiL Capital subject to previously specified litizas, until further notice. If regulators make etefmination that Trust Preferi
Securities can no longer be considered in reguylatapital, the securities become callable and the@any may redeem them.

NOTE 11: EMPLOYEE BENEFITS AND DEFERRED COMPENSATI ON AND SUPPLEMENTAL RETIREMENT PLANS

The Company has a noncontributory defined benefitsipn plan covering substantially all employeelse Plan provides defined benefits based on yeasenfice and fini
average salary. In addition, the Company providagam health and life insurance benefits for eligiretired employees. The healthcare plan isridmrtbry with participants’

contributions adjusted annually; the life insuraptan is noncontributory. Employees with less thidnyears of service as of January 1, 1995, areligble for the health and li
insurance retirement benefits.

The following tables set forth the changes in tleng benefit obligations, fair value of plan assaihd the plans’ funded status as of December 31:
Postretirement

Pension Benefit Benefits
(In thousands 200¢ 200¢ 200¢ 200¢
Change in benefit obligation
Benefit obligations at beginning of ye $549: $4,84: $ 36C $ 33t
Adjustment for measurement date cha - 132 - 6
Service cos 22¢ 214 3 3
Interest cos 332 31¢€ 22 21
Actuarial loss (gain 188 174 (39) 32
Benefits paic (14€) (18€) (24) (28)
Benefit obligations at end of ye 6,09F 5,49: 332 36¢
Change in plan asse
Fair value of plan assets at beginning of y 3,461 4,97 - -
Actual return on plan asse 937 (1,499 - -
Benefits paic (14€) (18¢€) (24) (28)
Employer contribution: 2,00 162 24 8
Fair value of plan assets at end of y 6,252 3,461 - -
Funded Statu- asset (liability) $ 157 $(2,039) $ (332 $ (369
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Amounts recognized in accumulated other comprehiensss as of December 31:

(In thousands) 200¢ 200¢
Unrecognized transition obligatic $ 38 % 5
Net loss 2,75 3,42
2,79 3,47

Tax Effect 1,11 1,39
$ 1,674$ 2,08

The accumulated benefit obligation for the defibetefit pension plan was $5,026,000 and $4,537a@ecember 31, 2009 and 2008, respectively. Hsergtirement plan hi
an accumulated benefit obligation of $332,000 a8@P$000 at December 31, 2009 and 2008, respectively

The significant assumptions used in determiningoibreefit obligations as of December 31, 2009 ar@B20e as follows:

Postretirement

Pension Benefit Benefits
200¢ 200¢ 200¢ 200¢
Weighted average discount ri 6.25% 6.13% 6.25% 6.1%%
Rate of increase in future compensation le 3.5(%  3.5(% - -

Assumed health care cost trend rates have a signtfeffect on the amounts reported for the pastraent health care plan. The annual rates okase in the per capita cos
covered medical and prescription drug benefitsyfarend calculations were assumed to be 9.00% for gaah The rates were assumed to decrease gradoid&l90% in 201
and remain at that level thereafter. A one-peagmpoint change in the health care cost trend vatelld have the following effects:

1 1

Percentag Percentac

Point Poini

(In thousands Increas Decreas
Effect on total of service and intere

cost component $ 1 3 1)

Effect on post retirement benefit obligati 7 (7)
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The composition of the net periodic benefit plastdor the years ended December 31, 2009 and 2088 follows:
Postretirement
Pension Benefit Benefits
200¢ 200¢ 200¢ 200¢

(In thousands

Service cos $ 226 $ 214 $ 3 $ 3
Interest cos 332 31€ 22 21
Amortization of transition obligatio - - 18 18
Amortization of net losse 26C 66 1 -
Expected return on plan ass (37€) (447) - -
Net periodic benefit plan co $ 44z $ 14 $ 44 $ 42

The significant assumptions used in determiningiibteperiodic benefit plan cost for years endedebdmer 31 were as follows:

Postretirement

Pension Benefit Benefits
200¢ 200¢ 200¢ 200¢
Weighted average discount ri 6.13% 6.63% 6.1%% 6.62%
Expected long term rate of return on plan as 8.00%  9.0(% - -
Rate of increase in future compensation le 3.5(%  4.0(% - -

The long-term rate-of-return-oassets assumption was set based on historicahsegarned by equities and fixed income securitiégisted to reflect expectations of future ret
as applied to the plan’s target allocation of astetses. Equities and fixed income securitieevessumed to earn real rates of return in the sg06.0%-9.0% and 2.0%-0%
respectively. The long-term inflation rate wasraated to be 3.0%. When these overall return etgpiens are applied to the plartarget allocation, the expected rate of reture
determined to be in the range of 7.0% to 11.0%nad@ment has chosen to use an 8% expected longd&zraf return to reflect current economic comaiis and expected returns.

The expected longerm rate of return for 2010 will continue to b@%. The estimated net actuarial loss that wilebertized from accumulated other comprehensiveitdesne
periodic benefit plan cost during 2010 is $200,000e estimated amortization of the unrecognizedsition obligation in 2010 is $18,000. Based loese factors, and a lov
expected rate of return on plan assets, the expheetieperiodic benefit plan cost for 2010 is estadaat $371,000.

Plan assets are invested in diversified investriamds of the RSI Retirement Trust (the “Trus@)private placement investment fund. The investrigmds include a series
equity and bond mutual funds or commingled trustds each with its own investment objectives, itmesit strategies and risks, as detailed in theeStant of Investme
Objectives and Guidelines. The Trust has beenngiligcretion by the Plan Sponsor to determine gpgapriate strategic asset allocation versus pébilities, as governed by t
Trust's Statement of Investment Objectives and €linés (the “Guidelines”).

The long-term investment objectives are to mainfdém assets at a level that will sufficiently col@engterm obligations and to generate a return on ptseta that will meet
exceed the rate at which logrm obligations will grow. A broadly diversifietbmbination of equity and fixed income portfoliasdavarious risk management techniques are
to help achieve these objectives.

In addition, significant consideration is paid tetplan’s funding levels when determining the olleasset allocation. If the plan is consideredb®wellfunded, approximate
65% of the plan’s assets are allocated to equatiesapproximately 35% allocated to fixed-incomithé plan
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does not satisfy the criteria for a well-fundedmlapproximately 50% of the plan’s assets are atkxt to equities and approximately 50% allocatedix®d-income. Asst
rebalancing normally occurs when the equity anddincome allocations vary by more than 10% froeirttespective targets (i.e., a 20% policy rangegjine).

The investment goal is to achieve investment reghkt will contribute to the proper funding of thension plan by exceeding the rate of inflatioerathe longterm. In additior
investment managers for the Trust are expected ravige above average performance when comparedhéir tpeer managers. Performance volatility is
monitored. Risk/volatility is further managed tetdistinct investment objectives of each of thestfunds and the diversification within each fund.

Beginning in 2009, disclosures for the plan mustude increased detail on the major categoriesséts, including a disclosure of which fair valaes based on assets trade
active markets (Level 1), determined using sigaificobservable inputs (Level 2), or are estimagel on significant unobservable inputs (Level 3).

Pension plan assets measured at fair value are atined below:
At December 31, 2009

Total
Fair
Level Level Level
(In thousands 1 2 3 Value
Asset Category
Mutual funds- equity
Large-cap value (a $ 556 $ - % - $ 556
Smal-cap Core (b 657 - - 657
Common/collective trust- equity
Large-cap core (c - 62E - 62t
Large-cap value (d - 311 - 311
Large-cap growth (e - 91t - 91t
International Core (f - 884 - 884
Commonl/collective trust- fixed income
Market duration fixed (g - 2,30¢ - 2,30¢
Total $1,21: $503¢ $ - $6,252

(a) This category contains lar-cap stocks with above average yield. The portfiyipcally holds between 60 and 70 stoc

(b) This category contains stocks whose sector weightare maintained within a narrow band around tlidske Russell 2000 index. The portfolio will tgplly hold mort
than 150 stocks

(c) This fund tracks the performance of the S&P 50@knby purchasing the securities represented imnihex in approximately the same weightings as titex.

(d) This category consists of investments whose semtal industry exposures are maintained within aowarband around Russell 1000 index. The portfoladd¢
approximately 150 stock

(e) This category consists of a portfolio of betweera#8l 65 stocks that will typically overweight teclwgy and health car

(f) This category consists of a broadly diversifiedtfmdio of non-U.S. domiciled stocks. The portfolall typically hold more than 200 stocks, with 0985% invested i
emerging markets securitie

(g) This category consists of an index fund that tratiesLehman Brothers U.S. Aggregate Bond Indexe filmd invests in Treasury, agency, corporate tgagebacke!
and ass«backed securitiet

For the fiscal year ending December 31, 2010, thvekBexpects to contribute approximately $258,00i¢opension plan and $24,000 to the postretiremlent
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The following benefit payments, which reflect extgetfuture service, as appropriate, are expectbe foaid:

Years ending December 2
(In thousands

2010 $ 17€
2011 184
2012 19¢
2013 21t
2014 24¢
Years 201%- 2019 1,53€

The Company also offers a 401(k) plan to its em@ésy Contributions to this plan by the Companyev&ir88,000 and $116,000 for 2009 and 2008, resjedycti

The Company maintains optional deferred compensatians for its directors, and certain executiviicefs, whereby fees and income normally receiveddeferred and paid
the Company based upon a payment schedule comngesicage 65 and continuing monthly for 10 yearse@ors must serve on the board for a minimum pé&rs to be eligib
for the Plan. At December 31, 2009 and 2008, ottadilities include approximately $1,806,000 and, 71,000, respectively, relating to deferred conspéipn. Deferre
compensation expense for the years ended Decerip2039 and 2008 amounted to approximately $2090@0$225,000, respectively.

The Company has a supplemental executive retireplantfor the benefit of certain executive officest December 31, 2009 and 2008, other liabilifressuded approximate
$298,000 and $333,000 accrued under this plan. @osgtion expense includes approximately $50,0G0imgl to the supplemental executive retirement ftarthe year ende
December 31, 2009 and $49,000 for the year endedrbiger 31, 2008.

To fund the benefits under these plans, the Compmtiye owner of single premium life insurance piels on participants in the naualified retirement plans. At December
2009 and 2008, the cash surrender values of th#fges were $6,956,000 and $6,731,000, respegtivel

NOTE 12: STOCK BASED COMPENSATION PLAN
In February 1997, the Board of Directors approvednpgtion plan and granted options thereunder witlexercise price equal to the market value of tben@anys shares at tl

date of grant. Under the Stock Option Plan, ud38@,249 options had been authorized for grant oénitive stock options and nonqualified stock optioNone of the origin
options granted remain at December 31, 2009.

In July 2001, the Board approved the issuance gf®Bstock options remaining in the 1997 Stock @pflan. The exercise price was equal to the nhaedae of the Compan)
shares at the date of grant ($8.34). The optioastgd under the issuance have a 10-year termamitithird vesting upon grant date and the remainindingsand becomir
exercisable ratably over a 2-year period.
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Activity in the Stock Option Plan is as follows:

Weightec
Options  Average Share
Exercist
(Shares in thousand Outstandin Price Exercisabl
Outstanding at January 1, 20 20 $ 8.3/ 20
Exercisec Q) 8.34
Expired - -
Outstanding at December 31, 2( 19 $ 8.3¢ 19
Exercisec - -
Expired - -
Outstanding at December 31, 2C 19 $§ 8.3« 19

The aggregate intrinsic value of a stock optiorr@epnts the total priex intrinsic value (the amount by which the cutrerarket value of the underlying stock exceedsetkercis:
price of the option) that would have been receibgdhe option holders had all option holders exsditheir options on December 31, 2009. The sitrimalue changes based
fluctuations in the market value of the Companytrk. At December 31, 2009, the market value ef @mmpanys stock was less than the stock option price, badefore, th

outstanding and exercisable stock options had geeag@te intrinsic value.

There were no stock options exercised during 2009.

At December 31, 2009, the 18,850 options outstandihhad an exercise price of $8.34 and an avenramaining contractual life of 1.5 years.

NOTE 13: INCOME TAXES

The provision for income taxes for the years endedember 31, is as follows:

(In thousands 200¢ 200¢
Current $ 34€ $ 491
Deferred 704 (388)
$1,05C $ 108
The provision for income taxes includes the follogi
(In thousands 200¢ 200¢
Federal Income Ta $ 992 $ 191
New York State Franchise Ti 57 (88)
$1,05C $ 108
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The components of the net deferred tax asset,dedlin other assets as of December 31, are asviollo

(In thousands

Assets:
Deferred compensatic
Allowance for loan losse

200¢ 200¢

$ 814 $ 80z

1,191 95€

Postretirement benefi 12¢ 144
Pension liability - 78€
Mortgage recording tax credit carryforwe 417 417
Investment securitie - 50z
Impairment losses on investment securi 68€ 50t
Other 24t 33€
3,481 4,44¢

Liabilities:

Pension asst (62) -
Depreciatior (420) (475)
Accretion (48) (45)

Loan origination fee
Intangible assel
Investment securitie
Prepaid expenst

(308) (349
(1,030  (841)

(318 (77
(2,35]) (1,883
1,13 ~ 2,56.
(458) (540

$ 672 $2,02:

Less: deferred tax asset valuation allowe
Net deferred tax ass

Realization of deferred tax assets is dependem tip® generation of future taxable income or thisterce of sufficient taxable income within thergaoack period. A valuatic
allowance is provided when it is more likely thaot that some portion, or all of the deferred tageas, will not be realized. In assessing the rfeed valuation allowanc
management considers the scheduled reversal afefleered tax liabilities, the level of historicalkable income and the projected future level oélde income over the periods
which the temporary differences comprising the defbtax assets will be deductible. The judgméouathe level of future taxable income is inheleatibjective and is review
on a continual basis as regulatory and businessrfachange. The valuation allowance of $458,0@@esents the portion of the deferred tax asset ti@tagement believes n
not be realizable, as the Company may not genstdfieient capital gains to offset its capital lassry forward.
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A reconciliation of the federal statutory incomg tate to the effective income tax rate for thergeanded December 31, is as follows:

200¢ 200¢
Federal statutory income tax re 34.% 34.(%
State tax, net of federal bene 2.1 (12.5)
Tax-exempt interest income, net of TEFF (1.5 a7.7)
Increase in value of life insuran (2.5 (19.2)
Deferred tax valuation allowan 7.1 45.2
Other 0.2 (7.9)
Effective income tax rat 39.4% 21.9%

At December 31, 2009 and 2008, the Company didhae¢ any uncertain tax positions. The Compapglicy is to recognize interest and penaltiesiorecognized tax benefits
any, in income tax expense in the Consolidatede8tants of Income. The tax years subject to examimby the taxing authorities are the years erldedember 31, 2009, 20!

2007 and 2006.
NOTE 14: EARNINGS PER SHARE

The following is a reconciliation of basic to diat earnings per share for the years ended Dece3tber

(In thousands, except per share de Earning:  Share EPS
2009 Net incom $ 1,61¢
Preferred stock dividends and discount accre 96
Net income available to common shareholc 1,51¢
Basic EPS 1,51¢ 2,48t $ 0.61
Effect of dilutive securitie
Stock option: - - -
Diluted EPS $ 1,51¢ 2,48t $ 0.61
2008 Net incomu $ 368
Basic EPS 368 2,48¢ $ 0.1t
Effect of dilutive securitie
Stock option: - 1 -
Diluted EPS $ 368 2,48t $ 0.1F

NOTE 15: COMMITMENTS AND CONTINGENCIES

The Company is a party to financial instrumentswatf-balance sheet risk in the normal course of busittes®et the financing needs of its customers. &fiesincial instrumen
include commitments to extend credit and standtigrie of credit. Such commitments involve, to \agydegrees, elements of credit risk in excesh@famount recognized in 1
consolidated statement of condition. The contrdcn@ount of those commitments to extend crediterfl the extent of involvement the Company haim particular class

financial instrument. The Comparsyexposure to credit loss in the event of nonperéarce by the other party to the financial instrutrfen commitments to extend credit
represented by the contractual amount of the im@ni. The Company uses the same credit policiegaking commitments as it does for on-balance sheguments.
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At December 31, 2009 and 2008, the following finahmstruments were outstanding whose contractuartsorepresent credit risk:

Contract Amoun
(In thousands 200¢ 200¢
Commitments to grant loa $ 7,187 $ 8,72%
Unfunded commitments under lines of cre 16,41:  15,71(
Standby letters of crec 1,60¢€ 1,63¢

Commitments to extend credit are agreements to teredcustomer as long as there is no violatioaryf condition established in the contract. Committagenerally have fixe
expiration dates or other termination clauses aagl require payment of a fee. Since some of the citmment amounts are expected to expire without beliregvn upon, the tot
commitment amounts do not necessarily representdutash requirements. The Company evaluates agstbneer’'s creditworthiness on a casedage basis. The amount
collateral obtained, if deemed necessary by the 2oy upon extension of credit, is based on manageseredit evaluation of the counter party. Colldtéeld varies but me
include residential real estate and incopneducing commercial properties. Loan commitmeotgstanding at December 31, 2009 with fixed intenedes amounted
approximately $2.3 million. Loan commitments, ingilug unused lines of credit and standby lettersrefit, outstanding at December 31, 2009 with \deidnterest rate
amounted to approximately $22.9 million. Thesestantding loan commitments carry current marketrate

Unfunded commitments under standby letters of treelolving credit lines and overdraft protectimgreements are commitments for possible futurensidas of credit to existir
customers. These lines of credit usually do nataio a specified maturity date and may not be drapon to the total extent to which the Compangoismitted.

Outstanding letters of credit written are condiiboommitments issued by the Bank to guarantegémmrmance of a customer to a third party. Thgontg of these standt
letters of credit expire within the next twelve miz® The credit risk involved in issuing letters avedit is essentially the same as that involvedektending other lo:
commitments. The Bank requires collateral suppgrthese letters of credit as deemed necessarpaddment believes that the proceeds obtained thradgjuidation of suc
collateral would be sufficient to cover the maximpotential amount of future payments required urilercorresponding guarantees. The amount ofidbdity as of Decemb
31, 2009 and 2008 for guarantees under standleydetf credit issued is not material.

The Company leases land and leasehold improvenuenitsr agreements that expire in various years weittewal options over the next 30 years. Rentakese, included

building occupancy expense, amounted to $66,00@doh year presented. In October 2002, the Comgateyed into a land lease with one of its director an arm$ength basit
In January 2006, the Company entered into a ledbeRmthfinder Bancorp, MHC for the use of a tragfacility. This lease was also executed on amsaength basis. The re
expense paid to the related parties during 2002808 was $45,000 for each year. Approximate mimmmental commitments for noncancelable operatiagéds are as follows:
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Years Ending December 3
(In thousands

2010 $ 66
2011 52
2012 43
2013 21
2014 -
Thereatfte! -

Total minimum lease paymer $ 182

NOTE 16: DIVIDENDS AND RESTRICTIONS

The Board of Directors of Pathfinder Bancorp, M.H.@termines whether the Holding Company will veadr receive dividends declared by the Company &aehthe Compar
declares a dividend, which is expected to be onaatgrly basis. The Holding Company may elect teiee dividends and utilize such funds to pay espsror for other allowat
purposes. The Office of Thrift Supervision (“OT3ias indicated that (i) the Holding Company shativde the OTS annually with written notice of itgént to waive its dividen:
prior to the proposed date of the dividend and@A& shall have the authority to approve or deny dimigend waiver request; (i) if a waiver is gradf dividends waived by t
Holding Company will be excluded from the Compangapital accounts for purposes of calculatingddimd payments to minority shareholders. During®2@@e Company pa
or accrued dividends totaling $190,000 to the HaldCompany. The Holding Company did not waive tlyhtrto receive its portion of the cash dividend=ldred durin
2009. During 2008, the Holding Company waived quoarter’s dividends totaling $163,000.

The Company's ability to pay dividends to its shatders is largely dependent on the Bank's aktilitpay dividends to the Company. In addition &testaw requirements and
capital requirements discussed in Note 17, fedstatutes, regulations and policies limit the cirstances under which the Bank may pay dividends dmount of retaine
earnings legally available under these regulatapmroximated $1,494,000 as of December 31, 20G9idénds paid by the Bank to the Company would tmhibited if the effec
thereof would cause the Baskeapital to be reduced below applicable minimumitearequirements. The Company is prohibited fraccepting or directing Pathfinder Banl
declare or pay a dividend or other capital distiitms without prior written approval of the OTS.

NOTE 17: REGULATORY MATTERS

The Bank is subject to various regulatory capitajuirements administered by the federal bankingi@igs. Failure to meet minimum capital requiremes#s initiate certa
mandatory and possibly additional discretionaryoast by regulators that, if undertaken, could hawdirect material effect on the Compasyinancial statements. Under cag
adequacy guidelines and the regulatory frameworkpfompt corrective action, the Bank must meet Bjgecapital guidelines that involve quantitativeeasures of its asse
liabilities, and certain ofbalance sheet items as calculated under regulatmyunting practices. The capital amounts andifilzettons are also subject to qualitative judgnseloy
the regulators about components, risk weightingd, ather factors.

Quantitative measures established by regulati@nsure capital adequacy require the Bank to mairtiaiounts and ratios (set forth in the table belofaptal and Tier 1 capital (
defined in the regulations) to risk-weighted asg¢assdefined), and of Tier 1 capital (as defined}terage assets (as defined).
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As of December 31, 2009, the Bank’s most recenification from the Federal Deposit Insurance Cogbon categorized the Bank as “well-capitalizediider the regulato
framework for prompt corrective action. To be gatézed as “well-capitalized”, the Bank must maintetal risk based, Tier 1 riskased and Tier 1 leverage ratios as set fo
the tables below. There are no conditions or evente that notification that management beliewasetcthanged the Bank’s category.

The Bank’s actual capital amounts and ratios d&3exfember 31, 2009 and 2008 are presented in tlosvioh table.

Minimum
To Be "Wel-
Minimum Capitalized"
For Capital Under Promp
Adequacy Corrective
Actual Purpose: Provisions
(Dollars in thousands Amouni  Ratic Amount Ratic  Amouni Ratic
As of December 31, 200
Total Core Capital (to Ri-Weighted Assets $ 33,40¢ 14.(% $19,16: 8.C% $ 23,95« 10.(%
Tier 1 Capital (to Ris-Weighted Assets $ 30,39¢ 12.7% $ 9,58: 4.(% $14,37: 6.C%
Tier 1 Capital (to Average Asse! $ 30,39¢ 8.4% $14,51° 4.C% $18,14¢ 5.C%
As of December 31, 200
Total Core Capital (to Ri-Weighted Assets $ 25,62¢ 10.8% $ 18,94« 8.C% $ 23,68( 10.(%
Tier 1 Capital (to Ris-Weighted Assets $ 23,152 9.8% $ 9,47 4.C% $ 14,20¢ 6.C%
Tier 1 Capital (to Average Asse! $ 23,152 6.8% $13,70: 4.C% $17,12¢ 5.C%

On September 11, 2009, the Company entered intBuhehase Agreement with the United States Depaittofehe Treasury pursuant to which the Compars/issued and sold
Treasury: (i) 6,771 shares of the Companlixed Rate Cumulative Perpetual Preferred StBekies A, par value $0.01 per share, having ad&ion amount per share eque
$1,000, for a total price of $6,771,000; and (ifVarrant to purchase 154,354 shares of the Compammyhmon stock, par value $0.01 per share, at ercise price per share
$6.58. The Company contributed to Pathfinder Bitsksubsidiary, $5,500,000 or 81.23% of the prdsesf the sale of the Series A Preferred Stock.

The $6,771,000 of proceeds was allocated to the$SérPreferred Stock and the Warrant based om thkitive fair values at issuance ($6,065,000 allexcated to the Series
Preferred Stock and $706,000 to the Warrant). difference between the initial value allocatedhe Series A Preferred Stock and the liquidatioueaf $6,771,000, i.e. t
preferred discount, will be charged to retainedhiegys over the first five years of the contracaasadjustment to the dividend yield using the eiffecyield method.

The Series A Preferred Stock pays cumulative divideat a rate of 5% per annum for the first fivargeand thereafter at a rate of 9% per annum. Setnies A Preferred Stock
generally nonsoting. Prior to September 11, 2012, and unlessGbmpany has redeemed all of the Series A Pref@teck or the Treasury Department has transfeatleaf the
Series A Preferred Stock to a third party, the apglrof the Treasury Department will be requiredtfee Company to increase its common stock dividanepurchase its comm
stock or other equity or capital securities, otfian in certain circumstances specified in the Pase Agreement.

The Warrant has a ten-year term and is immediaedycisable. The Warrant provides for the adjustroéthe exercise price and the number of shaféiseoCompanys commo
stock issuable upon exercise pursuant to customatiydilution provisions, such as upon stock spiitsdistributions of securities or other assethotders of the Company’
common stock, and upon certain issuances of thep@ogis common stock at or below a specified priglative to the then current market price of the @any’s commo
stock. Pursuant to the Purchase Agreement, thaslirg Department has agreed not to exercise vpomger with respect to any shares of common stomkeid upon exercise
the Warrant.
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The Series A Preferred Stock and the Warrant wssngeid in a private placement exempt from registngdursuant to Section 4(2) of the Securities Act383, as amended. T
Company has agreed to register for resale the SAriereferred Stock, the Warrant and the sharewfmon stock underlying the Warrant (the “Warrahti®s”),as soon ¢
practicable after the date of the issuance of #m@eS A Preferred Stock and the Warrant. NeitherSeries A Preferred Stock nor the Warrant wilsbbject to any contractt
restrictions on transfer.

The Companys goal is to maintain a strong capital positiomsistent with the risk profile of its subsidiaryrika that supports growth and expansion activitibgenat the san
time exceeding regulatory standards. At Decembe2809, Pathfinder Bank exceeded all regulatoguired minimum capital ratios and met the regulatefinition of a “well-
capitalized” institution, i.e. a leverage capitatio exceeding 5%, a Tier 1 risk-based capitabreticeeding 6% and a total risk-based capital etaeeding 10%.

The Bank is required to maintain average balanogsamd or with the Federal Reserve Bank. At Deearth, 2009 and 2008, these reserve balances aetbten$2,070,000 and
$2,306,000, respectively.

NOTE 18: INTEREST RATE DERIVATIVE

Derivative instruments are entered into primarsyaarisk management tool of the Company. Finantgalatives are recorded at fair value as otheztasand other liabilities. T
accounting for changes in the fair value of a daiise depends on whether it has been designatedualilies as part of a hedging relationship. Féaiavalue hedge, changes
the fair value of the derivative instrument andraes in the fair value of the hedged asset orlifglaire recognized currently in earnings. For alclow hedge, changes in the
value of the derivative instrument, to the extdrattit is effective, are recorded in other compreiee income and subsequently reclassified to egsnas the hedged transac
impacts net income. Any ineffective portion of alcdlow hedge is recognized currently in earnings.

During the fourth quarter of fiscal 2009, the Compantered into an interest rate swap agreemehtav@i2 million notional amount to convert a portifrthe variablerate junio
subordinated debentures to a fixed rate for a ®frapproximately 7 years at a rate of 4.96%. Taewdtive is designated as a cash flow hedge. @hevhlue of the derivati
instrument was approximately $1,000 at Decembe8@9, and is included in other assets.

No gain or loss was recognized in earnings forybar ended December 31, 2009 related to the iritesés swap. The Company posted cash, of $100,00@er collater:
arrangements to satisfy collateral requirementsaated with the interest rate swap contract.

NOTE 19: FAIR VALUE MEASUREMENTS AND DISCLOSURES

Accounting guidance related to fair value measurgmand disclosures specifies a hierarchy of valnaechniques based on whether the inputs to thaketion techniques ¢
observable or unobservable. Observable inputscteii@rket data obtained from independent sourche wnobservable inputs reflect our market assionpt These two types
inputs have created the following fair value hiehgr

« Level 1 — Quoted prices (unadjusted) for identasdets or liabilities in active markets that thétgmas the ability to access as of the measuréhee.
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« Level 2 — Quoted prices for similar assets andlitas in active markets; quoted prices for ideatior similar assets or liabilities in marketsttaee not active; and model-
derived valuations in which all significant inp@sd significant value drivers are observable iivaanarkets

« Level 3 — Model derived valuations in which onemore 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 inpat is significant to the fair value measurement.
The Company used the following methods and sigaifi@ssumptions to estimate fair value:

Investment securities: The fair values of seasitwvailable for sale are obtained from an indegenthird party and are based on quoted pricesatiomally recognized exchar
(Level 1), where available. If quoted prices ao¢ available, fair values are measured by utilizimgtrix pricing, which is a mathematical techniqused widely in the industry
value debt securities without relying exclusively guoted prices for specific securities but rattyerelying on the securitieselationship to other benchmark quoted secu
(Level 2). Management made no adjustment to tievédue quotes that were received from the indepenthird party pricing service.

Impaired loans: Impaired loans are those loanshichvthe Company has measured impairment gendvalgd on the fair value of the loarcollateral. Fair value is gener:
determined based upon independent third party &apseof the properties, or discounted cash flomsed upon expected proceeds. These assets amdeitd@s Level 3 fair value
based upon the lowest level of input that is sigaiit to the fair value measurements. The fain@aonsists of loan balances less their valuatiowances.

Foreclosed real estate: Properties acquired tihréargclosure, or by deed in lieu of foreclosume, iaitially recorded at their fair value less asdted disposal costs. Subseque
foreclosure, foreclosed real estate is carriechatlower of carrying value or fair value, with tbéference charged to earnings. Fair value is galyedetermined based ug
independent third party appraisals of the propgrie discounted cash flows based upon expectezbpds. These assets are included as Level @daies, based upon the lon
level of input that is significant to the fair veluneasurements.

The following tables summarize assets measurediavélue on a recurring basis as of Decembersghregated by the level of valuation inputs witthie hierarchy utilized -
measure fair value:

At December 31, 200!

Total
Fair
Level Level
(In thousands 1 Levelz 3 Value
Investment securities available for s $2,08¢ $70,66¢ $ - $72,75¢
At December 31, 200t
Total
Fair
Level Level
(In thousands 1 LevelzZ B Value
Investment securities available for s $1,91¢ $70,22( $ - $72,13¢

Certain assets and liabilities are measured avédire on a nonrecurring basis; that is, the imsémts are not measured at fair value on an ondmsg but are subject to fair va
adjustments in certain circumstances (for exanvphen there is evidence of impairment).
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The following tables summarize assets measurediratdlue on a nonrecurring basis as of Decembgs@dregated by the level of valuation inputs witthie hierarchy utilized
measure fair value:

At December 31, 2009

Total
Fair

Level Level Level
(In thousands 1 2 3 Value
Impaired loan: $ - 9% - $ 907 $ 907

At December 31, 2008

Total
Fair

Level Level Level
(In thousands 1 2 3 Value
Impaired loan: $ - 3% - $ 298 $ 29t
Foreclosed real esta - - 26 26

Required disclosures include fair value informatigfnfinancial instruments, whether or not recogdize the consolidated statement of condition, fdrich it is practicable
estimate that value. In cases where quoted marieetspare not available, fair values are basedstimates using present value or other valuatiohrtiggies. Those techniques
significantly affected by the assumptions usediuidiog the discount rate and estimates of futushdibws. In that regard, the derived fair valu@ineates cannot be substantie
by comparison to independent markets and, in masgs; could not be realized in immediate settleroktite instrument.

Management uses its best judgment in estimating féie value of the Compang’ financial instruments; however, there are inhereeraknesses in any estimal
technique. Therefore, for substantially all finehdénstruments, the fair value estimates heresrast necessarily indicative of the amounts the gamy could have realized it
sales transaction on the dates indicated. Thenetd fair value amounts have been measured dwewnfrespective year-ends, and have not beesvaksated or updated -
purposes of these financial statements subseqoghbse respective dates. As such, the estimateddlues of these financial instruments subsegteethe respective reporti
dates may be different than the amounts reporteddtt year-end.

The following information should not be interpretesi an estimate of the fair value of the entire fany since a fair value calculation is only prodder a limited portion of tt
Company'’s assets and liabilities. Due to a widggeaof valuation techniques and the degree of stibily used in making the estimates, comparisoesvben the Company’
disclosures and those of other companies may natdsningful. The Company, in estimating its faatue disclosures for financial instruments, usesftilowing methods ar
assumptions:

Cash and cash equivalents The carrying amounts of these assets approxithatefair value.

Investment securities— The fair values of securities available for sale abtained from an independent third party andbased on quoted prices on nationally recogr
exchange (Level 1), where available. If quotedgsiare not available, fair values are measuregtibging matrix pricing, which is a mathematica&chnique used widely in t
industry to value debt securities without relyinglesively on quoted prices for specific securitibat rather by relying on the securitieslationship to other benchmark quc
securities (Level 2). Management made no adjustmeetme fair value quotes that were received fthemindependent third party pricing service.

Loans— The fair values of portfolio loans, excluding imgd loans, are estimated using an option adjustsstbadnted cash flow model that discounts futuréadlsvs using rece
market interest rates, market volatility and cregitead assumptions.

Federal Home Loan Bank stock- The carrying amount of these assets approxintlag@sfair value.
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Mortgage servicing rights- The carrying amount of these assets approxinta&sfair value.

Accrued interest receivable and payable- The carrying amount of these assets approxintlagdsfair value.

Deposit liabilities — The fair values disclosed for demand depositg.,(énterest-bearing and noninteréstaring checking, passbook savings and certainstygfemone
management accounts) are, by definition, equaiécamount payable on demand at the reporting datetheir carrying amounts). Fair values forfixate certificates of depo
are estimated using a discounted cash flow caloul@hat applies interest rates currently being@i&d in the market on certificates of deposits sateedule of aggregated expe:
monthly maturities on time deposits.

Borrowings — Fixed/variable term “bullet’structures are valued using a replacement costundsf approach. These borrowings are discountetheéoFHLBNY advanc
curve. Option structured borrowingf&ir values are determined by the FHLB for borroggrihat include a call or conversion option. Ifrk& pricing is not available from tt
source, current market indications from the FHLBEM obtained and the borrowings are discountetiéd=HLBNY advance curve less an appropriate spreadijust for th
option.

Junior subordinated debentures— Current economic conditions have rendered the nhdidkehis liability inactive. As such, we are uni@ to determine a good estimate of
value. Since the rate paid on the debenturesitédtiver than what would be required to securera@réest in the same debt at year end, and we afgleito obtain a current f.
value, we have disclosed that the carrying valyg@pmates the fair value.

Off-balance sheet instruments- Fair values for the Company’s di&lance sheet instruments are based on fees dyrodr@rged to enter into similar agreements, takirg
account the remaining terms of the agreementstanddunterparties’ credit standing. Such fees wetenaterial at December 31, 2009 and 2008.

The carrying amounts and fair values of the Comjsafiiyancial instruments as of December 31 aregutesd in the following table:

2009 2008
Carrying Estimater Carryin¢ Estimate
Fair Fair

(Dollars in thousands Amounts Values Amounts Values
Financial asset:
Cash and cash equivalel $ 14,63:$ 14,63:$ 7,67¢$ 7,67¢
Investment securitie 72,75¢ 72,75¢  72,13¢ 72,13¢
Net loans 259,38 266,29( 247,40( 250,02(
Federal Home Loan Bank sto 1,89¢ 1,89¢ 2,54¢ 2,54¢
Accrued interest receivab 1,482 1,482 1,67¢ 1,67¢
Mortgage servicing right 61 61 15 15
Interest rate swap derivati 1 1 - -
Financial liabilities:
Deposits $296,83¢ $ 299,61: $269,43¢( $ 272,20
Borrowed funds 36,00( 37,11¢ 51,97 53,77:
Junior subordinated debentu 5,15¢ 5,15¢ 5,15¢ 5,15¢
Accrued interest payab 18¢ 18¢ 211 211
Off-balance sheet instrumen
Standby letters of crec $ -$ -$ -$ -

Commitments to extend cres - - - -
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NOTE 20: PARENT COMPANY — FINANCIAL INFORMATION

The following represents the condensed financiarination of Pathfinder Bancorp, Inc. as of andtfe years ended December 31:

Statements of Condition 200¢ 200¢
(In thousands
Assets
Cash and cash equivalel $1,24: $ 10
Investments 20 18
Investment in bank subsidia 32,82(  24,60:
Investment in no-bank subsidiar 15& 15E
Other asset 257 14¢
Total asset $34,49:  $24,93¢
Liabilities and Shareholders' Equity
Accrued liabilities $ 101 $ 28t
Junior subordinated debentu 5,15¢ 5,15¢
Shareholders' equit 29,23t 19,49
Total liabilities and shareholders' equ $34,49:  $24,93¢
Statements of Income 200¢ 200¢
(In thousands
Income
Dividends from bank subsidia $ 828 $ 90C
Dividends from no-bank subsidiar 5 7
Losses on impairment of investment secL (4) -
Total income 82¢€ 907
Expenses
Interest 157 257
Operating 162 12€
Total expense 31¢ 383
Income before taxes and equity in (excess of) tridiged
net income of subsidiari¢ 507 524
Tax benefit 101 10C
Income before equity in (excess of) undistributetlincome
of subsidiaries 60¢ 624
Equity in (excess of) undistributed net income ufsidiaries 1,007 (25€)
Net income $ 161t $ 368

Page 7:




Table of Contents

Statements of Cash Flows

200¢ 200¢
(In thousands
Operating Activities
Net income $ 1,61 $ 36¢
(Equity in) excess of undistributed earnings ofssdiaries (1,007 25€
Impairment writ-down on investment securi 4 -
Other operating activitie (113 (10¢€)
Net cash provided by operating activit 49¢ 51€
Investing Activities
Capital contributed to wholly owned bank subsidi (5,500 -
Net cash used in investing activiti (5,500 -
Financing activities
Proceeds from exercise of stock optit - 10
Proceeds from the issuance of preferred stock amirmon stock warran: 6,771 -
Cash dividends paid to preferred sharehol (60) -
Cash dividends paid to common shareholi (478) (694)
Net cash provided by (used in) financing activi 6,232 (684)
Increase (decrease) in cash and cash equiv: 1,232 (16€)
Cash and cash equivalents at beginning of 10 17¢€
Cash and cash equivalents at end of $124: $ 10
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IT EM 9: CHANGES IN AND DISAGREEMENTS WITH ACCOUNTA NTS ON ACCOUNTING AND FINANCIAL DISCLOSURE

None.

ITEM 9A(T): CONTROLS AND PROCEDURES

REPORT OF MANAGEMENS RESPONSIBILITY

The Company’s management, including the Compansitecipal executive officer and principal financiefficer, have evaluated the effectiveness of thenfany’s ‘tisclosur
controls and procedures,” as such term is definedule 13a-15(e) promulgated under the Securitieh@nge Act of 1934, as amended, (the “Exchangé&).ABased upon the
evaluation, the principal executive officer andnpipal financial officer concluded that, as of #wd of the period covered by this report, the Camfzadisclosure controls a
procedures were effective for the purpose of enguthat the information required to be disclosethireports that the Company files or submits utige Exchange Act with tl
Securities and Exchange Commission (the “SEC")igZecorded, processed, summarized and reportdtnvitie time periods specified in the SECules and forms, and (2
accumulated and communicated to the Compamanagement, including its principal executive pridcipal financial officers, as appropriate ttoal timely decisions regardil
required disclosure.

MANAGEMENT’'S REPORT ON INTERNAL CONTROL OVER FINAN®EPORTING

Management’s report on internal control over finaheporting is contained in “ltem 8 — Financiah®&ments and Supplementary Data” in this annyedrtéen Form 10-K.

This annual report does not include an attestagport of the Company’s independent registeredipaaicounting firm regarding internal control oVigrancial reporting pursuant
to temporary rules of the Securities and Exchangm@ission that permit the Company to provide ongnagement’s report in this annual report.

CHANGES IN INTERNAL CONTROL OVER FINANCIAL REPORTIN

There were no changes in the Company’s internatrebpver financial reporting that occurred duritige Companyg last fiscal quarter that have materially affected art
reasonably likely to materially affect, the Companpternal control over financial reporting.

ITEM 9B: OTHER INFORMATION

None
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PART I
ITEM 10: DIRECTORS, EXECUTIVE OFFICERS, PROMOTERS, CONTROL PERSONS AND CORPORATE GOVERNANCE, COMPLIANC E WITH SECTIONS
16 (A) OF EXCHANGE ACT

(a) Information concerning the directors of the Companiyncorporated by reference hereunder in the Gom’s Proxy Materials for the Annual Meeting of &tioolders
(b) Set forth below is information concerning the ExemiOfficers of the Company at December 31, 2(

Name Age Positions Held With the Company

Thomas W. Schneidt 48 President and Chief Executive Offic

James A. Dowd, CP, 42 Senior Vice President, Chief Financial Offic
Edward A. Mervine 53 Senior Vice President, General Cour
Melissa A. Miller 52 Senior Vice President, Chief Operating Offi
Ronald Tascarella 51 Senior Vice President, Chief Credit Officer

ITEM 11: EXECUTIVE COMPENSATION

Information with respect to management compensatiwh transactions required under this item is ipemted by reference hereunder in the Company'syRvtaterials for th
Annual Meeting of Stockholders under the captionrffpensation Committee".

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

The information required by this item is incorpemty reference hereunder in the ComparBrfoxy Materials for the Annual Meeting of Stockiess under the caption "Voti
Securities and Principal Holders Thereof".

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

The information required by this item is incorp@ttby reference hereunder in the Comparijtoxy Materials for the Annual Meeting of Stockiess under the capti
"Transactions with Certain Related Persons".

ITEM 14: PRINCIPAL ACCOUNTING FEES AND SERVICES

The information required by this item is incorpa@by reference hereunder in the Compamroxy Materials for the Annual Meeting of Stockiess under the caption "Audit &
Related Fees".
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PART IV

ITEM 15: E

(@)(@)

@@

(b)
3.1

3.2

10.1
10.2

10.3

10.4

10.5

10.6

10.7

10.8

XHIBITS AND FINANCIAL STATEMENT SCHEDULES

Financial Statements - The Compasigonsolidated financial statements, for the yeaded December 31, 2009 and 2008, together witliR#port of Independe
Registered Public Accounting Firm are filed as pdthis Form 10-K report. See “ltem 8: Financshtements and Supplementary Data.”

Financial Statement Schedules - All finahatatement schedules have been omitted as thiredgnformation is inapplicable or has been ided in ‘item 7
Management Discussion and Analysis.”

Exhibits
Certificate of Incorporation of Pathfinder Bamp, Inc. (Incorporated herein by reference toGeenpany's Current Report on Form 8-K filed on J26£2001)

Bylaws of Pathfinder Bancorp, Inc. (Incorpethherein by reference to the Company's QuarteelyoR on Form 1@ filed on August 15, 2005 and November
2007)

Form of Stock Certificate of Pathfinder Bancdrg,. (Incorporated herein by reference to the Camyfs Current Report on Form 8-K dated June 251200
Form of Pathfinder Bank 1997 Stock OptiomRlacorporated herein by reference to the Comsa®38 file no. 333-53027)
Form of Pathfinder Bank 1997 Recognition Retention Plan (Incorporated by reference to thmgany's S-8 file no. 333-53027)

2003 Executive Deferred Compensation Placotporated herein by reference to the Company’su@hReport on Form 18-for the year ended December 31, 2
file no. 000-23601)

2003 Trustee Deferred Fee Plan (Incorporhgedin by reference to the Company’s Annual ReporEorm 10-K for the year ended December 31, 208&b. 000-
23601)

Employment Agreement between the Bank and ThomaS&kneider, President and Chief Executive Offidecdrporated by reference to the Company's Ar
Report on Form 10-K for the year ended DecembeBQ8 file no. 000-23601)

Employment Agreement between the Bank and Edwaideévine, Vice President, General Counsel and $agréincorporated by reference to the Company'sua
Report on Form 10-K for the year ended DecembeBQ8 file no. 000-23601)

Change of Control Agreement between the Bank anthRoTascarella (Incorporated by reference to the@any’s Annual Report on Form X0for the year ende
December 31, 2008 file no. 000-23601)

Change of Control Agreement between the Bank antedaA. Dowd (Incorporated by reference to the CamgsaAnnual Report on Form 1R-for the year ende
December 31, 2008 file no. 000-23601)
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10.9

10.10

10.11

14

21

23

311

31.2

32.1

990.1

99.2

Change of Control Agreement between the Bank anlisb&eA. Miller (Incorporated by reference to then@any’s Annual Report on Form XOfor the year ende
December 31, 2008 file no. 000-23601)

Executive Supplemental Retirement Agreement betwieerBank and Chris C. Gagas (Incorporated by eefsg to the Company’s Annual Report on FornKlfor
the year ended December 31, 2008 file no. 000-28601

Executive Supplemental Retirement Agreement betwkerBank and Thomas W. Schneider (Incorporatedebgrence to the ComparsyAnnual Report on For
10-K for the year ended December 31, 2008 fileQ@f)-23601

Code of Ethics (Incorporated by reference to then@any's Annual Report on Form -K for the year ended December 31, 20
Subsidiaries of Company
Consent of ParenteBeard LLC
Rule 13a-14(a) / 15d-14(a) Certificationtw# Chief Executive Officer
Rule 13a-14(apd-14(a) Certification of the Chief Financial @#r
Section 1350 @iestion of the Chief Executive and Chief Finariaificer

Certification of Chief Executi Officer Pursuant to Section 111(b)(4) of the Egeacy Economi
Stabilizatidet of 2008

Certification of Chief FinaatiOfficer Pursuant to Section 111(b)(4) of the Egeeicy Economic Stabilization Act of 20
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Signatures

Pursuant to the requirements of Section 13 of theuities Exchange Act of 1934, the Company hay dalsed this report to be signed on its behalfh®yundersigned,
thereunto duly authorized.

Date:

March 24, 2010

Pathfinder Bancorp, Inc.

By:

/sl Thomas W. Schneider

Thomas W. Schneider

President and Chief Executive Offic

Pursuant to the requirements of the Securities &xgé of 1934, this report has been signed beloth®yollowing persons on behalf of the Registramd & the capacities and
on the dates indicated.

By:

Date

By:

Date

By:

Date

By:

Date

By:

Date

By:

Date

/sl Thomas W. Schneid

Thomas W. Schneider, President i

Chief Executive Office
(Principal Executive Officer
March 24, 201(

/sl Janette Resnic

Janette Resnick, Direct:
Chairman of the Boar

March 24, 201(

/s/ Bruce E. Manwarin

Bruce E. Manwaring, Directc
March 24, 201(

/s/ L. William Nelson

L. William Nelson, Directol
March 24, 201(

/sl Corte J. Spenc:

Corte J. Spencer, Direct
March 24, 201(

/s/ Lloyd Stemple

Lloyd Stemple, Directo
March 24, 201(
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By:

Date

By:

Date

By:

Date

By:

Date

By:

Date

/sl James A. Dow

James A. Dowd, Senior Vice President .
Chief Financial Office

(Principal Financial Officer

March 24, 201(

/sl Shelley J. Tafe

Shelley J. Tafel, Vice President a
Controller

(Principal Accounting Officer
March 24, 201(

/sl Steven W. Thome

Steven W. Thomas, Direct
March 24, 201(

/sl Chris R. Burrit
Chris R. Burritt, Directo
March 24, 201(

/sl George P. Joyc
George P. Joyce, Direct
March 24, 201(
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EXHIBIT 21: SUBSIDIARIES OF THE COMPANY

Jurisdiction or State of Incorporation

Company Percent Owne

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 PARENTEBEARD LLC
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

Pathfinder Bancorp, Inc.
Oswego, New York

We hereby consent to the incorporation by referénd¢ke Registration Statement on Form S-8 (No.-83327) of Pathfinder Bancorp, Inc. of our repatetl March 24, 2010,
relating to the consolidated financial statementsch appear in this Form 10-K.

/sl PARENTEBEARD LLC

ParenteBeard LLC
Syracuse, New York
March 24, 201(
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EXHIBIT 31.1: Rule 13a-14(a) / 15d-14(a) Certificaibn of the Chief Executive Officer
Certification of Chief Executive Officer
Pursuant to Section 302 of the Sarbanes-Oxley A2062
I, Thomas W. Schneider, President and Chief Exeefficer, certify that:

1. | have reviewed this Annual report on FormKL6f Pathfinder Bancorp, Inc.;

2. Based on my knowledge, this report does notago any untrue statement of a material fact oit torstate a material fact necessary to make tétersents
made, in light of the circumstances under whicthsstatements were made, not misleading with respebie period covered by this report;

3. Based on my knowledge, the financial statememd other financial information included in théport, fairly present in all material respects fimancial
condition, results of operations and cash flowthefregistrant as of, and for, the periods preskint¢his report;

4. The registrant's other certifying officer drate responsible for establishing and maintairdisglosure controls and procedures (as defineckah&nge Act

Rules 13-15(e) and 15-15(e)) and internal control over financial repogtifas defined in Exchange Act Rules -15(f) and 15-15(f)) for the registrant and hav
(@) Designed such disclosure controls and phaess, or caused such disclosure controls and guoes to be designed under our supervision, torerisat
material information relating to the registranglirding its consolidated subsidiaries, is made kméovus by others within those entities, partidylduring the
period in which this report is being prepared;
(b) Designed such internal control over financggdorting, or caused such internal control ovearficial reporting, to be designed under our supiemj to
provide reasonable assurance regarding the réfjabflfinancial reporting and the preparation wiancial statements for external purposes in acoure with
generally accepted accounting principl
(c) Evaluated the effectiveness of the regmtsalisclosure controls and procedures and predentthis report our conclusions about the effestess of the
disclosure controls and procedures, as of the étiteqgperiod covered by this report based on swelfuation; anc
(d) Disclosed in this report any change inrgistrant's internal control over financial rejiogtthat occurred during the registrant's mostmeéiscal quarter
(the registrant's fourth fiscal quarter in the caksan annual report) that has materially affecteds reasonably likely to materially affect, tregistrant's internal
control over financial reporting; and

5. The registrant's other certifying officer dritave disclosed, based on our most recent evatuafiinternal control over financial reporting,ttee registrant's

auditors and the audit committee of the registsamard of director:
(@)  Allsignificant deficiencies and materiataknesses in the design or operation of internakaobover financial reporting which are reasondiXgly to
adversely affect the registrant's ability to recgnbcess, summarize and report financial inforamtand
(b) Any fraud, whether or not material, thatélves management or other employees who havendisant role in the registrant's internal contooker financial
reporting.

March 24, 2010 /sl 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 A2062
I, James A. Dowd, Senior Vice President and ClRie&ncial Officer, certify that:
1. | have reviewed this Annual report on FormKL6f Pathfinder Bancorp, Inc.;

2. Based on my knowledge, this report does notago any untrue statement of a material fact oit torstate a material fact necessary to makestiaements
made, in light of the circumstances under whicthsstatements were made, not misleading with respebie period covered by this report;

3. Based on my knowledge, the financial statememd other financial information included in théport, fairly present in all material respects fimancial
condition, results of operations and cash flowthefregistrant as of, and for, the periods preskint¢his report;

4. The registrant's other certifying officer drate responsible for establishing and maintairdisglosure controls and procedures (as defineckah&nge Act

Rules 13-15(e) and 15-15(e)) and internal control over financial repogtifas defined in Exchange Act Rules -15(f) and 15-15(f)) for the registrant and hav
(@) Designed such disclosure controls and phaess, or caused such disclosure controls and guoes to be designed under our supervision, torerisat
material information relating to the registranglirding its consolidated subsidiaries, is made kméovus by others within those entities, partidylduring the
period in which this report is being prepared;
(b) Designed such internal control over financggdorting, or caused such internal control ovearficial reporting, to be designed under our supiemj to
provide reasonable assurance regarding the réfjabflfinancial reporting and the preparation wiancial statements for external purposes in acoure with
generally accepted accounting principl
(c) Evaluated the effectiveness of the regmtsalisclosure controls and procedures and predentthis report our conclusions about the effestess of the
disclosure controls and procedures, as of the étiteqgperiod covered by this report based on swelfuation; anc
(d) Disclosed in this report any change inrgistrant's internal control over financial rejiogtthat occurred during the registrant's mostmeéiscal quarter
(the registrant's fourth fiscal quarter in the caksan annual report) that has materially affecteds reasonably likely to materially affect, tregistrant's internal
control over financial reporting; and

5. The registrant's other certifying officer dritave disclosed, based on our most recent evatuafiinternal control over financial reporting,ttee registrant's

auditors and the audit committee of the registsamard of director:
(@)  Allsignificant deficiencies and materiataknesses in the design or operation of internakaobover financial reporting which are reasondiXgly to
adversely affect the registrant's ability to recgnbcess, summarize and report financial inforamtand
(b) Any fraud, whether or not material, thatélves management or other employees who havendisant role in the registrant's internal contooker financial
reporting.

March 24, 2010 /sl 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 Sarbamkss@ct of 2002
Thomas W. Schneider, President and Chief Exec@i¥ieer, and James A. Dowd, Senior Vice President &hief Financial Officer of Pathfinder Bancorpg! (the "Company"
each certify in his capacity as an officer of thenfpany that he has reviewed the Annual Report®iGbmpany on Form 1R-for the year ended December 31, 2009 and tt
the best of his knowledge:
1. the report fully complies with the requiremenf Sections 13(a) of the Securities Exchangeof8934; and
2. the information contained in the report faphgesents, in all material respects, the finanmialdition and results of operations of the Company.
The purpose of this statement is solely to compth Witle 18, Chapter 63, Section 1350 of the Udiftates Code, as amended by Section 906 of tieuszs-Oxley Act of 2002.
March 24, 2010 /sl Thomas W. Schneider
Thomas W. Schneider
President and Chief Executive Officer
March 24, 2010 /sl James A. Dowd

James A. Dowd
Senior Vice President and Chief Financial Offi
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EXHIBIT 99.1 Certification of Chief Executive Officer Pursuant to Section 111(b)(4) of the Emergendyconomic Stabilization Act of 2008
I, Thomas W. Schneider, certify, based on my kndgée that:

(i) The compensation committee of Pathfinder Bapctc. has discussed, reviewed, and evaluatedseitior risk officers at least every six monthsimiyithe period beginning
the later of the closing date of the agreement betwPathfinder Bancorp, Inc. and Treasury or J&e&009 and ending with the last day of PathfirBl@ncorp, Inc$ fiscal yee
containing that date, senior executive officer (JE@mpensation plans and employee compensatios plath the risks these plans pose to Pathfinderd@pnbc.;

(i) The compensation committee of Pathfinder Bapcdnc. has identified and limited during the peribeginning on the later of the closing date & Hyreement betwe
Pathfinder Bancorp, Inc. and Treasury or June T®92and ending with the last day of Pathfinder BapcInc.’s fiscal year containing that date, the featureshiam SEC(
compensation plans that could lead SEOs to takeagssary and excessive risks that could threagewallne of Pathfinder Bancorp, Inc. and identifiery features in the employ
compensation plans that pose risks to Pathfindec&a, Inc. and limited those features to ensuaé Bathfinder Bancorp, Inc. is not unnecessarifyosed to risks;

(iii) The compensation committee has reviewed asti@very six months during the period beginninghenlater of the closing date of the agreemenvbenh Pathfinder Bancol
Inc. and Treasury or June 15, 2009 and ending thighlast day of Pathfinder Bancorp, Iicfiscal year containing that date, the terms eheamployee compensation plan
identified the features in the plan that could emage the manipulation of reported earnings of fitathr Bancorp, Inc. to enhance the compensaticanamployee and has limi
those features;

(iv) The compensation committee of Pathfinder Bapctnc. will certify to the reviews of the SEO cpemsation plans and employee compensation plangeeginder (i) and (ii
above;

(v) The compensation committee of Pathfinder Bapctrc. will provide a narrative description of hatlimited during any part of the most recentlyngaleted fiscal year th
included a TARP period the features in (A) SEO cengation plans that could lead SEOs to take unsapesnd excessive risks that could threaten theevef Pathfinde
Bancorp, Inc.; (B) Employee compensation plans tinaecessarily expose Pathfinder Bancorp, Indsksyrand (C) Employee compensation plans thatdcentourage the
manipulation of reported earnings of Pathfinder &ap, Inc. to enhance the compensation of an enepltoy

(vi) Pathfinder Bancorp, Inc. has required thatumopayments, as defined in the regulations andagaigl established under section 111 of EESA (boaysients), of the SEOs &
twenty next most highly compensated employees bgesuto a recovery or “clawbackprovision during any part of the most recently céeted fiscal year that was a TA
period if the bonus payments were based on mdtenccurate financial statements or any otheremalty inaccurate performance metric criteria;

(vii) Pathfinder Bancorp, Inc. has prohibited aroldgn parachute payment, as defined in the reguisitand guidance established under section 11ES8fAEto an SEO or any
the next five most highly compensated employeemduhe period beginning on the later of the clgsitate of the agreement between Pathfinder Bantacpand Treasury
June 15, 2009 and ending with the last day of Bathf Bancorp, Inc.’s fiscal year containing thatej

(viii) Pathfinder Bancorp, Inc. has limited bonuayments to its applicable employees in accordanitle section 111 of EESA and the regulations andignée establish

thereunder during the period beginning on the lateéhe closing date of the agreement between atf Bancorp, Inc. and Treasury or June 15, 20@Peading with the last d
of Pathfinder Bancorp, Inc.’s fiscal year contagihat date;
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(ix) The board of directors of Pathfinder Bancolmg. has established an excessive or luxury expemdi policy, as defined in the regulations andlgnce established uni
section 111 of EESA, has provided this policy ted3ury and its primary regulatory agency, and Ratbf Bancorp, Inc. and its employees have compiigld this policy durin:
the period beginning on the later of the closintedaf the agreement between Pathfinder Bancorp,dnd Treasury or June 15, 2009 and ending witHasteday of Pathfind
Bancorp, Incs$ fiscal year containing that date, and that arpeases requiring approval of the board of directarsommittee of the board of directors, an SECaroexecutiv
officer with a similar level of responsibility, weproperly approved,;

(x) Pathfinder Bancorp, Inc. will permit a ndmding shareholder resolution in compliance witly applicable Federal securities rules and regaaton the disclosures provic
under the Federal securities laws related to SE@pemsation paid or accrued during the period béginon the later of the closing date of the agre@nbetween Pathfind
Bancorp, Inc. and Treasury or June 15, 2009 anithgmdth the last day of Pathfinder Bancorp, Indissal year containing that date;

(xi) Pathfinder Bancorp, Inc. will disclose the amd, nature, and justification for the offering thg the period beginning on the later of the clgsilate of the agreement betw
Pathfinder Bancorp, Inc. and Treasury or June 0892and ending with the last day of Pathfinder Bapcinc.’s fiscal year containing that date of any pergessiais defined in t
regulations and guidance established under sedtldnof EESA, whose total value exceeds $25,000émh employee subject to the bonus payment limitatidentified i
paragraph (vii);

(xii) Pathfinder Bancorp, Inc. will disclose whethRathfinder Bancorp, Inc., the board of directofsPathfinder Bancorp, Inc., or the compensatiommittee of Pathfind:
Bancorp, Inc. has engaged during the period beggnan the later of the closing date of the agre¢rhetween Pathfinder Bancorp, Inc. and Treasurjuoe 15, 2009 and end
with the last day of Pathfinder Bancorp, liscfiscal year containing that date, a compensatmmsultant; and the services the compensation tanswor any affiliate of th
compensation consultant provided during this period

(xiii) Pathfinder Bancorp, Inc. has prohibited {eyment of any grossups, as defined in the regulatand established under section 111 of EESAd&®&EOSs and the next twe
most highly compensated employees during the pdréginning on the later of the closing date of djeeement between Pathfinder Bancorp, Inc. andsilirgaor June 15, 20!
and ending with the last day of Pathfinder Bancbrp,’s fiscal year containing that date;

(xiv) Pathfinder Bancorp, Inc. has substantiallymptied with all other requirements related to erngpld compensation that are provided in the agreeimemteen Pathfind
Bancorp, Inc. and Treasury, including any amendment

(xv) The following employees are the SEOs and wenty next most highly compensated employees ®rcthrent fiscal year and the most recently corepléiscal year, with tt
non-SEOs ranked in order of level of annual compgass starting with the greatest amount:

Name Title Employer
SEOs:

Thomas Schneide President & Chief Executive Offict Pathfinder Banl
Edward Mervine Senior Vice President, General Counsel & CorpoBaeretary Pathfinder Banl
James Dow( Senior Vice President & Chief Financial Offic Pathfinder Banl
Ron Tascarelli Senior Vice President & Chief Credit Offic Pathfinder Banl
Melissa Miller Senior Vice President & Chief Operating Offic Pathfinder Banl
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Name Title Employer
Non-SEOs:

Daniel Phillips Vice President & Chief Information Offict Pathfinder Banl
Shelley Tafe Vice President & Controlle Pathfinder Banl

Michael Quenville
Rhonda Hutchin
William O'Brien
Craig Nesse
Laurie Lockwooc
Michele Torbitt
Joseph McManu
Roberta Dauvit
Cynthia Claflin
Barbara Cowle
Denise Lyge
Pamela Kno»
Deana Michael
Lisa Kimball
Beth Alfieri
Anita Austin
Reyne Pierc:
Crystal Rafte
Susan Cahil

Vice President & Business Development Offi
Vice President, Complianc

Vice President & Business Relationship Mane
Branch Manage

Assistant Vice President & Assistant Contro

Assistant Vice President & Electronic Commerce Mgt

Computer Operation Manag

Assistant Vice President & Financial Anal'
Assistant Vice President & Branch Mana
Branch Manage

Branch Manage

Assistant Vice President & Building Loan Specia
Branch Manage

Assistant Vice President & Internal Audit Mana
Assistant Vice President & Account Manau
Internal Auditor

Assistant Vice President & Retail Lending Mana
Assistant Vice President & Operations Mane
Branch Manage

Pathfinder Banl
Pathfinder Banl
Pathfinder Banl
Pathfinder Banl
Pathfinder Banl
Pathfinder Banl
Pathfinder Banl
Pathfinder Banl
Pathfinder Banl
Pathfinder Banl
Pathfinder Banl
Pathfinder Banl
Pathfinder Banl
Pathfinder Banl
Pathfinder Banl
Pathfinder Banl
Pathfinder Banl
Pathfinder Banl
Pathfinder Banl

(xvi) I understand that a knowing and willful false fraudulent statement made in connection wite dertification may be punished by fine, impris@mt) or both. (See,for
example, 18 U.S.C. 1001.)

Date: March 24, 2010 /sl Thomas W. Schneide
Thomas W. Schneider,
President and Chief Executive Officer
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EXHIBIT 99.2 Certification of Chief Financial Offic er Pursuant to Section 111(b)(4) of the Emergencydénomic Stabilization Act of 2008
I, James A. Dowd, certify, based on my knowledbat:t

(i) The compensation committee of Pathfinder Bapctc. has discussed, reviewed, and evaluatedseitior risk officers at least every six monthsimiyithe period beginning
the later of the closing date of the agreement betwPathfinder Bancorp, Inc. and Treasury or J&e&009 and ending with the last day of PathfirBl@ncorp, Inc$ fiscal yee
containing that date, senior executive officer (JE@mpensation plans and employee compensatios plath the risks these plans pose to Pathfinderd@pnbc.;

(i) The compensation committee of Pathfinder Bapcdnc. has identified and limited during the peribeginning on the later of the closing date & Hyreement betwe
Pathfinder Bancorp, Inc. and Treasury or June T®92and ending with the last day of Pathfinder BapcInc.’s fiscal year containing that date, the featureshiam SEC(
compensation plans that could lead SEOs to takeagssary and excessive risks that could threagewallne of Pathfinder Bancorp, Inc. and identifiery features in the employ
compensation plans that pose risks to Pathfindec&a, Inc. and limited those features to ensuaé Bathfinder Bancorp, Inc. is not unnecessarifyosed to risks;

(iii) The compensation committee has reviewed asti@very six months during the period beginninghenlater of the closing date of the agreemenvbenh Pathfinder Bancol
Inc. and Treasury or June 15, 2009 and ending thighlast day of Pathfinder Bancorp, Iicfiscal year containing that date, the terms eheamployee compensation plan
identified the features in the plan that could emage the manipulation of reported earnings of fitathr Bancorp, Inc. to enhance the compensaticanamployee and has limi
those features;

(iv) The compensation committee of Pathfinder Bapctnc. will certify to the reviewsf the SEO compensation plans and employee compengdans required under (i) and (
above;

(v) The compensation committee of Pathfinder Bapctrc. will provide a narrative description of hatlimited during any part of the most recentlyngaleted fiscal year th
included a TARP period the features in (A) SEO cengation plans that could lead SEOs to take unsapesnd excessive risks that could threaten theevef Pathfinde
Bancorp, Inc.; (B) Employee compensation plans tinaecessarily expose Pathfinder Bancorp, Indsksyrand (C) Employee compensation plans thatdcentourage the
manipulation of reported earnings of Pathfinder &ap, Inc. to enhance the compensation of an enepltoy

(vi) Pathfinder Bancorp, Inc. has required thatumopayments, as defined in the regulations andagaigl established under section 111 of EESA (boaysients), of the SEOs &
twenty next most highly compensated employees bgesuto a recovery or “clawbackprovision during any part of the most recently céeted fiscal year that was a TA
period if the bonus payments were based on mdtenccurate financial statements or any otheremalty inaccurate performance metric criteria;

(vii) Pathfinder Bancorp, Inc. has prohibited aroldgn parachute payment, as defined in the reguisitand guidance established under section 11ES8fAEto an SEO or any
the next five most highly compensated employeemduhe period beginning on the later of the clgsitate of the agreement between Pathfinder Bantacpand Treasury
June 15, 2009 and ending with the last day of Bathf Bancorp, Inc.’s fiscal year containing thatej

(viii) Pathfinder Bancorp, Inc. has limited bonuayments to its applicable employees in accordanitle section 111 of EESA and the regulations andignée establish

thereunder during the period beginning on the lateéhe closing date of the agreement between atf Bancorp, Inc. and Treasury or June 15, 20@Peading with the last d
of Pathfinder Bancorp, Inc.’s fiscal year contagihat date;
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(ix) The board of directors of Pathfinder Bancolmg. has established an excessive or luxury expemdi policy, as defined in the regulations andlgnce established uni
section 111 of EESA, has provided this policy ted3ury and its primary regulatory agency, and Ratbf Bancorp, Inc. and its employees have compiigld this policy durin:
the period beginning on the later of the closintedaf the agreement between Pathfinder Bancorp,dnd Treasury or June 15, 2009 and ending witHasteday of Pathfind
Bancorp, Incs$ fiscal year containing that date, and that arpeases requiring approval of the board of directarsommittee of the board of directors, an SECaroexecutiv
officer with a similar level of responsibility, weproperly approved,;

(x) Pathfinder Bancorp, Inc. will permit a ndmding shareholder resolution in compliance witly applicable Federal securities rules and regaaton the disclosures provic
under the Federal securities laws related to SE@pemsation paid or accrued during the period béginon the later of the closing date of the agre@nbetween Pathfind
Bancorp, Inc. and Treasury or June 15, 2009 anithgmdth the last day of Pathfinder Bancorp, Indissal year containing that date;

(xi) Pathfinder Bancorp, Inc. will disclose the amd, nature, and justification for the offering thg the period beginning on the later of the clgsilate of the agreement betw
Pathfinder Bancorp, Inc. and Treasury or June 0892and ending with the last day of Pathfinder Bapcinc.’s fiscal year containing that date of any pergessiais defined in t
regulations and guidance established under sedtldnof EESA, whose total value exceeds $25,000émh employee subject to the bonus payment limitatidentified i
paragraph (vii);

(xii) Pathfinder Bancorp, Inc. will disclose whethRathfinder Bancorp, Inc., the board of directofsPathfinder Bancorp, Inc., or the compensatiommittee of Pathfind:
Bancorp, Inc. has engaged during the period beggnan the later of the closing date of the agre¢rhetween Pathfinder Bancorp, Inc. and Treasurjuoe 15, 2009 and end
with the last day of Pathfinder Bancorp, liscfiscal year containing that date, a compensatmmsultant; and the services the compensation tanswor any affiliate of th
compensation consultant provided during this period

(xiii) Pathfinder Bancorp, Inc. has prohibited {eyment of any grossups, as defined in the regulatand established under section 111 of EESAd&®&EOSs and the next twe
most highly compensated employees during the pdréginning on the later of the closing date of djeeement between Pathfinder Bancorp, Inc. andsilirgaor June 15, 20!
and ending with the last day of Pathfinder Bancbrp,’s fiscal year containing that date;

(xiv) Pathfinder Bancorp, Inc. has substantiallymptied with all other requirements related to erngpld compensation that are provided in the agreeimemteen Pathfind
Bancorp, Inc. and Treasury, including any amendment

(xv) The following employees are the SEOs and wenty next most highly compensated employees ®rcthrent fiscal year and the most recently corepléiscal year, with tt
non-SEOs ranked in order of level of annual compgass starting with the greatest amount:

Name Title Employer
SEOs:

Thomas Schneide President & Chief Executive Offict Pathfinder Banl
Edward Mervine Senior Vice President, General Counsel & CorpoBaeretary Pathfinder Banl
James Dow( Senior Vice President & Chief Financial Offic Pathfinder Banl
Ron Tascarelli Senior Vice President & Chief Credit Offic Pathfinder Banl
Melissa Miller Senior Vice President & Chief Operating Offic Pathfinder Banl
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Name Title Employer
Non-SEOs:

Daniel Phillips Vice President & Chief Information Offict Pathfinder Banl
Shelley Tafe Vice President & Controlle Pathfinder Banl

Michael Quenville
Rhonda Hutchin
William O'Brien
Craig Nesse
Laurie Lockwooc
Michele Torbitt
Joseph McManu
Roberta Davit
Cynthia Claflin
Barbara Cowle
Denise Lyge
Pamela Kno»
Deana Michael
Lisa Kimball
Beth Alfieri
Anita Austin
Reyne Pierci
Crystal Rafte
Susan Cahil

Vice President & Business Development Offi
Vice President, Complianc

Vice President & Business Relationship Mane
Branch Manage

Assistant Vice President & Assistant Contro

Assistant Vice President & Electronic Commerce Mgt

Computer Operation Manag

Assistant Vice President & Financial Anal
Assistant Vice President & Branch Mana
Branch Manage

Branch Manage

Assistant Vice President & Building Loan Specia
Branch Manage

Assistant Vice President & Internal Audit Mana
Assistant Vice President & Account Mana
Internal Auditor

Assistant Vice President & Retail Lending Mana
Assistant Vice President & Operations Mang
Branch Manage

Pathfinder Banl
Pathfinder Banl
Pathfinder Banl
Pathfinder Banl
Pathfinder Banl
Pathfinder Banl
Pathfinder Banl
Pathfinder Banl
Pathfinder Banl
Pathfinder Banl
Pathfinder Banl
Pathfinder Banl
Pathfinder Banl
Pathfinder Banl
Pathfinder Banl
Pathfinder Banl
Pathfinder Banl
Pathfinder Banl
Pathfinder Banl

(xvi) I understand that a knowing and willful false fraudulent statement made in connection wite dertification may be punished by fine, impris@mt) or both. (See,for
example, 18 U.S.C. 1001.)

Date: March 24, 2010 /sl James A. Dowd
James A. Dowd,
Senior Vice President and Chief Financial Officer
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