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sference.

:XPLANATORY NOTE:
‘he Registrant hereby amends its previoudy filed Annual Report on Form 10-K for the fiscal year ended December 31, 2001 for the
urpose of:

1) adding supplemental information to the following:
Part I, Item 1, Business, The Canandaigua National Bank and Trust Company,

Part I, Item 1, Statistical Disclosure by Bank Holding Companies, 11.A.,
Part |, Item 1, Statistical Disclosure by Bank Holding Companies, I11; General,

Part I1, Item 7, Capital Resources, and
2) including the auditors signature on Independent Auditors Report to Consolidated Financial Statements in the Annua Report
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‘art 1, 1tem 1, Business
‘he Canandaigua National Bank and Trust Company

The Canandaigua National Bank and Trust Company ("Bank") was incorporated under the laws of The United States of Americ
sanationa bank in 1887. Since that time, the Bank has operated as a national banking association doing business at its main offic
t 72 South Main Street, Canandaigua, New Y ork, and severa locationsin Ontario County and Monroe County, New Y ork.

As of December 31, 2001, Bank had total assets of $724.3 million; total capital of $45.7 million; and total deposits of $673.
nillion. Its deposits are insured through the Bank Insurance Fund by the Federal Deposit Insurance Corporation (FDIC), subject t
1e FDIC limits.

The Bank provides a full range of financia services to its retail, commercial and municipa customers through a variety o
eposit, lending, trust, investment and insurance products. These products are delivered by employees through a "lifestyle
narketing concept, whereby customers needs are anticipated and evaluated based upon their stage in life (e.g., growing family
stirement, college student, etc.). New products are developed around this concept. These services are delivered through the Bank'
etwork of eighteen community banking offices, which include drive-up facilities and automatic teller machines, other remote cash
lispensing machines, its customer call center, and the internet. The locations and staffing of the Bank's full-service offices ar
escribed in more detail in Item 2 and on page 35 of the Annual Report.

The Bank's deposit services include accepting time, demand and savings deposits, NOW accounts, regular savings account:
1oney market deposits, fixed-rate time deposits and club accounts. The Bank aso providesitsretail customers safekeeping service
rough the renting of safe deposit facilities.

The Bank's lending services include making secured and unsecured commercia and consumer loans, financing commercii
‘ansactions either directly or through regional industria development corporations, and making construction and mortgage loans
Jther services include making residential mortgage loans, revolving credit loans with overdraft checking protection, small busines
»ans, and education finance products. The Bank's business |oans include seasonal, credit, collateral, and term loans.

Trust and investment services provided by the Bank include services as executor and trustee under wills and trust agreements, &
uardian and custodian and as trustee and agent for pension, profit sharing, individua retirement account and other employee benefi
‘usts as well as various investment, pension and estate planning services. Trust services also include service as transfer agent an
gistrar of Canandaigua National Corporation stock and as paying agent for bond issues and as escrow agent. Trust assets are hel
1 fiduciary or agency capacity for customers and are not included in the consolidated financial statements, since such assets are nc
ssets of the Company. Fee income is recognized on the accrua method based on a schedule of fees approved by the Bank's Trus
eview Committee (a subcommittee of the Bank's board of directors). This committee also has oversight of the Trust Departmer
nd meets regularly to review and approve operational and management activities.

Since the formation of its insurance subsidiary in 1995 and upon its successful lawsuit againg the New York Stat
uperintendent of Insurance, the Bank has been offering a full line of auto, home and life insurance products to its customer
rough its wholly owned subsidiary CNB Insurance Agency. CNB Insurance Agency is an independent agency, representin
evera maor insurance carriers with access to various life, hedth, property and liability risk markets. The agency offers life
ealth, property and casualty insurance to individuals and businesses in the Company's primary market area and focuses on sales t
jank customers. The Agency acts only as an agent and broker for insurance companies and earns acommission. The Agency doe
ot underwrite insurance. Insurance premiums are collected by the insuring companies. Accordingly, the agency has no marke
redit, capital, liquidity or interest rate risk. The sale of insurance is an ancillary business for the Company. The Agency employee
nly two people and currently generates less than $125,000 in revenue annualy.

The Bank aso acts as advisor to the Canandaigua Equity Fund and the Canandaigua Bond Fund. [Shares of these funds are nc
ank deposits or obligations of, or guaranteed or endorsed by, any bank, and are not insured by the Federa Deposit Insuranc
sorporation, the Federal Reserve Board or any other agency. Shares of these funds may increase or decreasein value]

The Bank has a relatively stable deposit base, and no material amount of deposits is obtained from a single depositol
listorically, approximately 15% - 20% of average deposits are placed by local governments in the Bank's business region. The Banl
@s not experienced any significant seasond fluctuations in the amount of its deposits, nor does the Bank rely on foreign sources o
unds or income.
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‘art |, Item 1, STATISTICAL DISCLOSURE BY BANK HOLDING COMPANIES

. Securities Portfolio

\. Securities Portfolio

The Company maintains a portfolio of (investment) securities such as U.S. Treasury and other U.S. government agency securitie
nd obligations of states and political subdivisions. Management typically invests in securities with short to intermediate averag
vesin order to better match the interest rate sensitivities of the Company's assets and liahilities.

Investment decisions are made within policy guidelines established by the Company's board of directors for the Bank's securitie
ortfolio. The investment policy established by the board of directors is based on and supplements the Bank's Interest Rate Risk an
‘unds Management Policy (ALCO Palicy), aso established by the board of directors. Together these policies establish financia an
westment gods, which direct investment in all assets, including securities. The Investment policy states that the Bank shall inves
Jnds not needed for loca loans and mortgages in United States Government Bonds, United States Government Agency Bond:
Aunicipal Bonds, Corporate Obligations, and Money Market Instruments. The goal of the investment portfolio shall be to provid
ufficient liquidity in order to help meet the Bank's needs and to produce income for the Bank consistent with the safety features o
uality, maturity, marketability, and risk diversification.

The Bank's Investment policy limits total investments to no more than 40% of total assets. U.S. Treasury and agency securitie
hould comprise 20% to 50% of the investment portfolio, obligations of states and political subdivisions should comprise 30% t
0% of the portfolio, and corporate issues no more than 20%. The size of the portfolio in relation to the Company's assets will var
epending upon local market loan demand and the Company's liquidity. To manage overal risk, the policy sets limits on th
oncentration of holdings of any one issuer, except the U.S. Government or its agencies. Additionally, obligations of states an
olitical subdivisions and corporate issues must generally be rated in the "A" category by a nationally recognized rating agency. T
urther enhance the portfolio’s liquidity and manageability, investment block sizes are limited within the policy by issue type.

Generadly, securities, other than equity securities, are classified as held-to-maturity as management has the ability and intent to d
0. Substantialy al of these securities are pledged to collateralize municipal deposits. Municipalities in New York State ar
enerdly required to ensure deposits, in excess of FDIC insurance limits, are collateralized with digible securities. At Decembe
11, 2001, approximately $113.8 million or 94% of the securities portfolio was pledged to collateralize $114.3 million of municip:
eposits. Management may also use available-for-sale securities to achieve the same objectives. The Company currently does nc
articipate in securities hedging activities, interest rate risk swaps, or other programs involving the use of off-balance shex
erivatives.

The following table summarizes the Company's carrying value of securities available for sale and held to maturity. Othe
ecurities includes the Company's required investments in Federal Reserve Bank Stock and Federal Home Loan Bank Stock.

Securities
As of December 31, 2001, 2000 and 1999
(Doallars in thousands)

2001 2000 1999

U.S. Treasury and other U.S government agencies obligations $ 55,456 36,949 26,865
Obligations of states and political subdivisions 61,918 42062 46,061
Other securities 3,622 4,963 6,486
Total $ 120,996 83,974 79,412

art |, Item 1, STATISTICAL DISCLOSURE BY BANK HOLDING COMPANIES
Il. Loan Portfolio
Genera

The Company's loan portfolio, held by the Bank, generally consists of commercial, financial and agricultura loans (C&I
ommercial mortgage loans, residential mortgage loans, and consumer loans, as indicated in Section 111.A. The Bank sells most o
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s fixed-rate residentia mortgage loans (originated by CNB Mortgage) in the secondary market. The Bank retains the servicin
\ghts on many of the mortgage loans it sells and realizes monthly service fee income.

The Bank's loan policy establishes the general parameters of the types of loans that are desirable, emphasizing cash flow an
ollateral coverage. Credit decisions are made at the Bank level by officers who generally have had extensive persona experienc
/ith commercial and persond lending, helping to ensure thorough underwriting and sound credit decisons. The Bank hg
ommercial, consumer and residential mortgage loan policies approved by the board of directors. These policies establish th
anding authority of individua loan officers as well as the loan authority of the Banks Officers Loan Committee (OLC). The Bank'
resident and certain Senior Vice Presidents each have loan authority up to $250,000 while other lending authorities are $150,000 o
xss. A member of the OLC and a Senior Credit analyst can approve, jointly, certain loans up to $500,000. OLC can approve loan
p to $2,500,000, while those over that amount generally must be approved by the board of directors or the Discount Committee o
1e board.

Loans are generally originated in the Bank's primary market area. The same credit principles and guidelines apply for small aswe
s medium and large credits. A borrower's cash flow, overadl financia condition/capacity, character, and the collateral securing a loe
re consdered during the credit decison process. Specific emphasis is placed on the borrower's ability to generate cash sufficient t
over operations and financing costs when assessing the overall quality of a borrower's financia condition. The commercid policy limit
Jans to one borrower and any borrowing relationship, as well as concentrations of credit to particular industries. Federal bankin
sgulations limit loans to one borrower to 15% of the lending ingtitutions regulatory capita. At December 31, 2001, this limit we
pproximately $7.7 million and the Bank's largest borrowing relationship was $7.2 million, with haf secured by cash.

C & | Loans: These loans generdly include term loans and lines of credit. Such loans are made available to businesses fo
sorking capital (including inventory and receivables), business expansion (including acquisition of rea estate, expansion an
mnprovements) and the purchase of equipment. As a general practice, a collateral lien is placed on equipment or other assets owne
y the borrower. These loans carry a higher risk than commercid real estate loans by the nature of the underlying collatera, whic
an be business assets such as equipment and accounts receivable. To reduce the risk, the Bank attempts to secure rea estate &
ollateral and obtain personal guarantees of the borrowers. To further reduce risk and enhance liquidity, these loans generally carr
ariable rates of interest, repricing in three to five year periods, and have a maturity of five years or less. Lines of credit generaly
aveterms of one year or less and carry floating rates of interest (e.g., prime plus amargin.)

Commercid Mortgages. The Bank makes commercid real estate loans to finance the purchase of rea property which general
onsists of real estate with completed structures. These commercial real estate loans are secured by first liens on the real estate
/hich may consist of apartments, commercial structures housing businesses, nursing homes, and others. The loans typicaly hav:
ariable interest rates, repricing in three to five year periods, and require principal payments over a 10 to 25 year period. Many o
1ese loans include call provisions a 15 years. The underwriting analysis includes credit verification, independent appraisals,
aview of the borrower's financial condition, and the underlying cash flows. These loans are typically originated in amounts of ni
"ore than 75% of appraised value.

Residential Mortgages: The Bank originates fixed-rate and three-year callable one-to-four family residential rea estate loan
ollateralized by owner-occupied properties located in its market area. A variety of red estate loan products, which generaly ar
mortized over five to 30 years, are offered. Substantially all residential 1oans secured by first mortgage liens are originated by CNE
ortgage and sold to either the Bank or third party investors. All three-year calable loans are purchased by the Bank and held i
1e Bank's portfolio. These loans, amounting to $47.4 million at December 31, 2001, contain a provision alowing the Bank to ca
e loan in its entirety three years from its origination date and at each three year anniversary, thereafter. Fixed rate residenti
ortgages without escrow are also purchased by the Bank, but sold to the Federa Home Loan Mortgage Corporation ("Freddic
Aac") with rights to service the mortgages retained by the Bank. All other loans are sold to third parties with servicing releasec
‘his selective policy alows the Company and Bank to manage interest rate risk, liquidity risk and loss risk, by keeping on the book
nly those loans which mitigate those risks the most.

The Bank and CNB Mortgage generally use underwriting, appraisal, and servicing guidelines of Freddie Mac. Loans on one-to
our family residential real estate generally are originated in amounts of no more than 85% of appraised value or have mortgag
1surance. Mortgage title insurance and hazard insurance is normally required.

The Bank originates construction, home equity and second mortgages (loans secured by a second lien position on one-to-fou
amily residential rea estate)) These loans carry a higher risk than first mortgage residential loans as they are in a second positio
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dating to collateral or secured by an incomplete dwelling in the case of congtruction loans. Risk is reduced through underwritin
riteria, which include credit verification, appraisals, a review of the borrower's financial condition and persona cash flows. .
ecurity interest, with title insurance when necessary, is taken in the underlying real estate.

Consumer Loans. The Bank originates direct and indirect automobile loans, recreationa vehicle loans, boat loans, hom
nprovement loans, persona loans (collateralized and uncollateralized), and education loans. Most of these loans carry a fixed ratt
f interest with principa repayment terms typically ranging from one to ten years, based upon the nature of the collatera and th
ize of the loan. The magjority of consumer loans are underwritten on a secured basis using the customer's home or the finance

utomobile, mobile home, boat or recreational vehicle, or deposit account as collateral.

The loan portfolio is comprised solely of domestic loans with their concentrations set forth in the schedule of loan classifications
elow. Management is not aware of any material concentrations of credit risk to any industry or individual borrower. The following

ummary shows the classifications of loans by category.

\. Typesof Loans

Composition of Loan Portfolio
As of December 31,
(Dallars in thousands)

2001 2000 1999 1998 1997
Commercidl, financial, and agricultural $ 79,304 65,324 62,491 43,260 37,610
Commercial mortgage 245,915 195,153 141,255 83,771 74,228
Residential mortgage 85,402 81,475 69,862 76,130 94,593
Consumer
Auto - indirect 85,243 93,746 103,605 84,370 73,211
Other 23,093 20,214 18,561 17,753 15,245
Other 16,004 4,059 2,589 6,485 14,257
534,961 459,971 398,363 311,76¢ 309,144
Less: Allowance for loan losses (5,480) (4,712) (4,136) (3,283) (3,153)
Loans, net $ 529,481 455,258 394,227 308,48€ 305,991
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‘art 11 ,1tem 7. Management's Discussion and Analysis of Financial Condition and
Results of Operations

-apital Resour ces

The Company and Bank are subject to various regulatory capital requirements administered by the federal banking agencie
-alure to meet minimum capital requirements can initiate certain mandatory - and possibly additional discretionary - actions b
sgulators that, if undertaken, could have a direct material effect on the Company's and Bank's financial statements. Under capit:
dequacy guidelines and the regulatory framework for prompt corrective action, the Company and Bank must meet specific capit:
uidelines that involve quantitative measures of the Company's and Bank's assets, liabilities, and certain off-balance-sheet item
alculated under regulatory accounting practices. The Company's and Bank's capital amounts and classifications are also subject t
ualitative judgments by regulators about components, risk weightings, and other factors.

Quantitative measures established by regulation to ensure capita adequacy require the Company and Bank to maintain minimur
mounts and ratios. As disclosed in Note 16 to the Consolidated Financial Statements, as of December 31, 2001, all minimur
apital adequacy requirements were met.

As of December 31, 2001, the most recent notification from the Office of the Comptroller of the Currency categorized the Banl
s "adequately" capitalized under the regulatory framework for prompt corrective action. This classification is lower than "well
apitalized, the categorization of the Bank last year. Asreported in prior filings, the Bank's asset growth in 2001 was anticipated t:
xceed its capital formation, which would result in a continuing trend toward declining capita ratios. The decline from well- t
dequately-capitalized primarily has two impacts on the Bank and Company: (1) FDIC insurance is expected to increase on a
nnual basis by approximately $0.1 million; and (2) for the Bank to renew or reissue brokered deposits, it will be required to obtail
pprova from the FDIC. Management does not believe ether of these items will materialy impact the Company's or Bank'
inancial condition, operations or liquidity.

The Company's and Bank's god is to be categorized as well capitalized. As reported in previous filings, the accelerate
Xxpansion plan set out in 1998 anticipated a reduction in the capita ratios and a lower categorization than well capitalized. The pla
urrently calls for the Company and Bank to reach well-capitalized status before the end of 2003. This will be accomplished mainl
rough asset growth being sower than net capital formation (net income less dividends). Management can take other steps ti
mnprove capital ratios as considered necessary, such as treasury stock sales, dividend reduction, asset sales, issuance of det
ualifying as regulatory capital (trust preferred) and other means. None of these are contemplated as of March 2002. Footnote 16 o
1e Consolidated Financia Statements includes a table setting forth the Bank's capital ratios. The Company's capital ratios do nc
iffer materialy.
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nclusion of auditor signature on Independent Auditors Report to Consolidated Financial Statementsin the Annual Report
ndependent Auditors Report

"he Stockholders and Board of Directors
-anandaigua National Corporation:

Ve have audited the accompanying consolidated balance sheets of Canandaigua National Corporation and subsidiaries as o
Yecember 31, 2001 and 2000, and the related consolidated statements of income, stockholders equity and cash flows for each of th
ears in the three-year period ended December 31, 2001. These consolidated financia statements are the responsibility of th
ompany's management. Our responsibility is to express an opinion on these consolidated financia statements based on our audits.

Ve conducted our audits in accordance with auditing standards generally accepted in the United States of America. Those standard
aquire that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of materi:
nisstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financi:
tatements. An audit also includes assessing the accounting principles used and significant estimates made by management, as wel
s evauating the overal financia statement presentation. We believe that our audits provide a reasonable basis for our opinion.

1 our opinion, the consolidated financia statements referred to above present fairly, in al materia respects, the financial position o
-anandaigua National Corporation and subsidiaries at December 31, 2001 and 2000, and the results of their operations and thel

ash flows for each of the years in the three-year period ended December 31, 2001, in conformity with accounting principle
enerally accepted in the United States of America

‘ebruary 1, 2002
ochester, New Y ork

y KPMG LLP
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IGNATURES

ursuant to the requirements of Section 13 or 15(d) of the Securities and
xchange Act of 1934, the Registrant has duly caused this report to be signed on
s behalf by the undersigned, thereunto duly authorized.

CANANDAIGUA NATIONAL CORPORATION

fay 30, 2002 By /s George W. Hamlin, 1V
George W. Hamlin, 1V, President
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