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Stamford Sguare
3001 Summer Street
Stamford, CT 06905

Independent Auditors’ Report

Trustees of the U.S.B. Holding Co., Inc.
Employee Stock Ownership Plan
(With 401(k) Provisions):

We have audited the accompanying statements of net assets available for benefits of the U.S.B. Holding
Co., Inc. Employee Stock Ownership Plan (With 401(k) Provisions) (the Plan) as of December 31, 2001
and 2000, and the related statements of changes in net assets available for benefits for the years then ended.
These financial statements are the responsibility of the Plan’s management. Our responsibility is to express
an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the net
assets available for benefits of the Plan as of December 31, 2001 and 2000, and the changes in net assets
available for benefits for the years then ended, in conformity with accounting principles generally accepted
in the United States of America.

Our audits were made for the purpose of forming an opinion on the basic financial statements taken as a
whole. The supplemental schedule of assets held at end of year is presented for the purpose of additional
analysis and is not a required part of the basic financial statements, but is supplementary information
required by the Department of Labor’s Rules and Regulations for Reporting and Disclosure under the
Employee Retirement Income Security Act of 1974. The supplemental schedule has been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated
in all material respects in relation to the basic financial statements taken as a whole.

KPMme P

June 24, 2002

. . . . KPMG LLR KPMG LLP a U.S. limited tiability partnership, is
a member of KPMG International, a Swiss association.



U.S.B. HOLDING CO., INC.
EMPLOYEE STOCK OWNERSHIP PLAN
(WITH 401(k) PROVISIONS)

Statements of Net Assets Available for Benefits
December 31, 2001 and 2000

2001 2000
Assets:
Investments, at fair value (note 3):
U.S.B. Holding Co., Inc. common stock $ 23,807,613 17,229,752
Shares of registered investment companies 3,137,250 2,241,464
Guaranteed investment contract 948,945 —
Interest-bearing investments 881,719 1,615,680
Loans to participants 414,755 416,216
Total investments 29,190,282 21,503,112
Dividends receivable and other assets 127,163 45,640
Total assets 29,317,445 21,548,752
Liabilities:
Loan payable (note 5) 542,684 552,509
Other liabilities 36,143 11,801
Total habilities 578,827 564,310
Net assets available for benefits $ 28,738,618 20,984,442

See accompanying notes to financial statements.



U.S.B. HOLDING CO., INC.

EMPLOYEE STOCK OWNERSHIP PLAN

(WITH 401(k) PROVISIONS)

Statements of Changes in Net Assets Available for Benefits

December 31, 2001 and 2000

Net appreciation (depreciation) in fair value
of investments (note 3)
Dividends and interest

Net investment income (loss)

Participant contributions (note 1)
Employer contributions (note 1)

Total contributions

Benefits paid to participants
Administrative and interest expenses

Total distributions and expenses

Net increase (decrease) in net assets available
for benefits

Net assets available for benefits:
Beginning of year

End of year

See accompanying notes to financial statements.

2001 2000
5,752,962 $  (4,357,386)
661,284 711,671
6,414,246 (3,645,715)
1,242,682 1,052,030
648,381 728,648
1,891,063 1,780,678
(481,258) (1,709,168)
(69,875) (149,161)
(551,133) (1,858,329)
7,754,176 (3,723,366)
20,984,442 24,707,808
28,738,618 S 20,984,442




1)

U.S.B. HOLDING CO., INC.
EMPLOYEE STOCK OWNERSHIP PLAN
(WITH 401(k) PROVISIONS)

Notes to Financial Statements

December 31, 2001 and 2000

Description of the Plan

The following brief description of the U.S.B. Holding Co., Inc. Employee Stock Ownership Plan (With
401(k) Provisions) (the Plan) is presented for information purposes only and is not intended to be a
summary plan description for participants. Participants should refer to the Plan document for more
complete information.

General

The Plan is a restatement and consolidation of two predecessor plans — the U.S.B. Holding Co., Inc. Profit
Sharing and Thrift Plan, and the U.S.B. Holding Co., Inc. Employee Stock Ownership Plan (the
Predecessor Plans). The Predecessor Plans became effective January 1, 1985 and were maintained
separately by the sponsor, U.S.B. Holding Co., Inc. (the Company). Effective January 1, 1994, the
Predecessor Plans’ assets and liabilities were combined to form the Plan. All then-current participants in
the Predecessor Plans became participants in the Plan upon formation.

On September 30, 1999, the Tappan Zee Financial, Inc. Employee Stock Ownership Plan (the TPZ ESOP)
was merged into the Plan. Tappan Zee Financial, Inc. (TPZ), a thrift institution, was acquired by the
Company on August 31, 1998, and each outstanding share of TPZ common stock, including shares held by
the TPZ ESOP, was exchanged for Company common stock based on an exchange ratio of 1.12 shares of
Company stock for each share of TPZ stock. Upon the merger of the TPZ ESOP into the Plan, all TPZ
employees participating in the TPZ ESOP became fully vested in previously allocated shares. These
employees also fully vest immediately in any shares allocated to them after the merger. All other terms of
the Plan remain substantially the same as those in effect prior to the merger.

The Plan is a stock bonus plan or “KSOP” which contains Internal Revenue Code (Code) Section 401(k)
features and is intended to qualify under Code Section 401(a). The Plan is also designed to be an employee
stock ownership plan (ESOP) under Code Section 4975(e)(7).

The Plan is subject to the provisions of the Employee Retirement Income Security Act of 1974 (ERISA).
The Plan is administered by a Board of Trustees and an Administrative Committee for the exclusive
benefit of participants and their beneficiaries.

Eligibility and Participation

The Plan covers all eligible employees of the Company and its wholly-owned subsidiaries, principally
Union State Bank. Employees are eligible to participate in the Plan if they are age 18 or older and complete
at least 1,000 hours of service. Participants who do not have at least 1,000 hours of service during a Plan
year are eligible to make salary deferrals but are generally not eligible for an allocation of Company
contributions and participant forfeitures for that year.

Contributions

The Plan’s 401(k) feature allows participants to make elective contributions in the form of Salary
Reduction Contributions and Voluntary Participant Contributions. Salary Reduction Contributions are
made on a before-tax basis and may range from 1% to 15% of a participant’s compensation, subject to

4 (Continued)



U.S.B. HOLDING CO., INC.
EMPLOYEE STOCK OWNERSHIP PLAN
(WITH 401(k) PROVISIONS)

Notes to Financial Statements

December 31, 2001 and 2000

certain other limitations. Voluntary after-tax Participant Contributions are permitted up to 10% of a
participant’s cumulative compensation, subject to certain other limitations. Rollover Contributions are also
permitted under the Plan, under specified conditions. Employee contributions for 2001 and 2000 consisted
of (1) Salary Reduction Contributions of $1,202,893 and $998,646, and (2) Rollover Contributions of
$39,789 and $53,384, respectively.

The Company’s 401(k) contributions may be Matching Contributions or Basic Contributions. Matching
Contributions are determined by the Company and may equal up to 50% of the participant’s Salary
Reduction Contributions for the year, subject to a maximum Matching Contribution of 4% of the
participant’s compensation. Basic Contributions are discretionary 401(k) contributions that may be
authorized by the Company, although it has not done so. Under the Plan’s ESOP feature, the Company’s
Board of Directors determines an annual employer contribution to the Plan (Optional Contribution) that is
invested primarily in the Company’s common stock. For 2001 and 2000, employer contributions included
(1) Matching Contributions of $412,137 and $448,506, and (2) Optional Contributions of $0 and $100,000,
respectively. For 2001 and 2000, employer contributions also include $236,244 and $180,142,
respectively, which represent contributions by the Company for principal and interest payments on the
ESOP loan payable (see note 5).

Contributions made by Plan participants and the Company matching contributions are invested in (1) a
fund investing primarily in the Company’s common stock, (2) a fixed income fund investing primarily in
interest-bearing investments, (3) guaranteed investment contract, and (4) a series of funds investing in
shares of registered investment companies (mutual funds). Participants may allocate their own
contributions and related employer matching contributions to the foregoing investment funds in 5%
multiples. The Plan permits periodic changes in allocation percentages and transfers between funds. The
Trustees of the Plan are authorized to establish other funds from time to time. Optional Contributions are
invested primarily in Company stock.

Participant Accounts

Participant accounts are credited with an allocation of the Company’s contributions, Plan earnings, and
forfeitures of terminated participants’ nonvested accounts. The Company’s Matching Contributions
credited to a participant’s account are based on the participant’s Salary Reduction Contributions. Plan
earnings are allocated to each investment fund based on the ratio of the participant’s account balance to the
total account balances of all participants within each fund. Company Optional and Basic Contributions (net
of expenses of the Plan, as applicable) and participant forfeitures are allocated based on the ratio of the
participant’s adjusted compensation, as defined, to the total adjusted compensation of all participants.

Distributions

Distributions upon death, disability, retirement, or other termination of a participant’s employment are
payable either in a lump-sum payment, equal annual installments over a specified period, or a combination
thereof. For distribution elections made prior to November 1996, this specified period could not exceed
five years; for elections made after that date, the period may not exceed the participant’s life expectancy.
Generally, distributions are made or commenced not later than the end of the year in which the participant
attains age 65 or retires, whichever is later. Participants must begin receiving required minimum

5 (Continued)
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U.S.B. HOLDING CO., INC.
EMPLOYEE STOCK OWNERSHIP PLAN
(WITH 401(k) PROVISIONS)

Notes to Financial Statements

December 31, 2001 and 2000

distributions upon reaching age 70 1/2; however, such required minimum distribution may be deferred if
the participant is currently employed. For the 401(k) portion of the Plan, participants may elect to receive
distributions in whole shares of Company common stock, cash, or a combination of both. A policy was
implemented in 2001 to require that distributions with respect to the ESOP portion of the Plan be made in
whole shares of Company common stock.

Vesting

Participants are at all times fully-vested in their account balances, except for balances attributable to
Optional Contributions that vest over a seven-year period in accordance with a schedule set forth in the
Plan document. Participants also have a nonforfeitable right to their entire account balance in the case of
death, disability, or retirement.

Upon separation from service, any unvested portion of a participant’s account balance is forfeited (1) when
the employee receives a distribution, or (2) after the employee incurs five consecutive one-year breaks in
service, whichever is earlier. Forfeitures are reallocated to the accounts of the remaining Plan participants.

Administrative Expenses

Certain expenses of administering the Plan are charged to and paid out of Plan assets attributable to the
Company’s Optional Contribution (or, if an Optional Contribution is not made, the net investment earnings
or other contributions). In addition, the Company may directly pay all or any portion of such expenses,
which shall not be deemed to be employer contributions.

Voting Rights

Each participant is entitled to exercise voting rights attributable to the shares of Company common stock
allocated to his or her account. The Plan Trustees vote unallocated shares and allocated shares for which no
instructions are received at their discretion.

Summary of Significant Accounting Policies
Basis of Presentation

The accompanying financial statements have been prepared on the accrual basis of accounting, and present
the net assets available for benefits as of December 31, 2001 and 2000, and the related changes in net
assets available for benefits for the years then ended.

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities at the date of the financial statements, and changes in net assets for the
period. Actual results could differ from those estimates.

6 (Continued)
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U.S.B. HOLDING CO., INC.
EMPLOYEE STOCK OWNERSHIP PLAN
(WITH 401(k) PROVISIONS)

Notes to Financial Statements

December 31, 2001 and 2000

Investments

The Company’s common stock has been listed on the New York Stock Exchange (the NYSE) since
December 1999. Accordingly, the fair value of the shares held at December 31, 2001 and 2000 was
determined based on the closing market price as reported by the NYSE. Changes in the fair value of the
Company’s common stock are reported in the statements of changes in net assets available for benefits.

Shares of registered investment companies are reported at fair values based on closing net asset values
reported by the funds. The guaranteed investment contract is reported at contract value, which
approximates fair value. Interest-bearing investments and loans to participants are reported at their stated
amounts which approximate fair values.

Dividend income is recorded on the ex-dividend date. Interest income is recorded on the accrual basis.
Purchases and sales of securities are recorded on a trade-date basis.

Derivatives and Hedging

Statement of Financial Accounting Standards (SFAS) No. 133, Accounting for Derivative Instruments and
Hedging Activities, requires that all derivative instruments be measured at fair value and recognized as
either assets or liabilities. Changes in the fair value of derivative instruments are generally reported in the
statement of changes in net assets as changes in fair value occur. SFAS No. 133, which was effective
January 1, 2001, has had no impact on the Plan’s financial statements.

Investments
U.S.B. Holding Co., Inc. Common Stock

The investment in U.S.B. Holding Co., Inc. common stock is the only Plan investment that exceeded 5% of
net assets available for plan benefits at December 31, 2001 and 2000. The following is a summary of
information concerning the Plan’s investment in the Company’s common stock:

Number of
shares Cost basis Fair value
December 31, 2001:
Allocated shares 1,367,490 4,885,314 23,042,214
Unallocated shares (note 5) 45,424 351,582 765,399
Total 1,412,914 5,236,896 23,807,613
December 31, 2000:
Allocated shares 1,310,060 4,460,809 16,458,283
Unallocated shares (note 5) 61,408 475,298 771,469
Total 1,371,468 4,936,107 17,229,752
7 {Continued)




U.S.B. HOLDING CO., INC.
EMPLOYEE STOCK OWNERSHIP PLAN
(WITH 401(k) PROVISIONS)

Notes to Financial Statements

December 31, 2001 and 2000

Shares of Registered Investment Companies

The following is a summary of the fair value of these shares at December 31:

2001 2000

Washington Mutual Investors Fund, Inc. $ 906,937 $ 642,898
AIM Constellation Fund 756,061 565,066
American Balanced Fund Class A 469,737 332,220
Fidelity Advisor Equity Growth Fund 432,044 343,977
Munder Index 500 Fund Class A 218,287 125,785
Ivy International Fund Class A 165,967 118,986
Putnam Diversified Income Trust Class A 125,533 106,534
PIMCO Total Return Fund Class A 62,684 5,998

Total ) 3,137,250  § 2,241,464

Guaranteed Investment Contract

The Plan has a guaranteed investment contract outstanding with MetLife with a balance of $948,945 and
interest rate of 5.25% at December 31, 2001. The average yield was 5.85% during the year ended
December 31, 2001.

Interest-Bearing Investments

Interest-bearing investments consisted of collective trust accounts at Merrill Lynch and deposit accounts at
Union State Bank with balances of $318,414 and $563,305, respectively, at December 31, 2001
($1,058,731 and $556,949, respectively, at December 31, 2000).

Loans to Participants

The maximum loan amount to any participant is limited to the lesser of (1) 50% of the participant’s vested
account balance or 100% of the participant’s other investment account (whichever is less), or (2) $50,000.
The minimum loan amount is $1,000. The Plan’s loan policy imposes a limit on the number of loans
outstanding, at any one time, to any participant to three. The interest rate charged is determined based on
the prime rate plus 1% at the close of the application process. The term of a loan may not exceed five
years, except that a loan for the purchase or improvement of a participant’s principal residence may have
an eight-year term.

8 (Continued)
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U.S.B. HOLDING CO., INC.
EMPLOYEE STOCK OWNERSHIP PLAN
(WITH 401(k) PROVISIONS)

Notes to Financial Statements

December 31, 2001 and 2000

Net Appreciation (Depreciation) in Fair Value of Investments

Appreciation (depreciation) on the Plan’s investments consisted of the following for the years ended
December 31:

2001 2000
U.S.B. Holding Co., Inc. common stock h) 5,964,257 $ (3,799,591)
Shares of registered investment companies (211,295) (557,795)
Net appreciation (depreciation) $ 5,752,962 % (4,357,386)

The foregoing amounts include gains and losses on investments purchased and sold, as well as investments
held during the year.

Nonparticipant-Directed Investments

Information concerning the net assets and significant components of the changes in net assets related to the
Plan’s nonparticipant-directed investments is summarized as follows:

At December 31
2001 2000
Investment in U.S.B. Holding Co., Inc. common stock $ 11,001,045 $ 8,318,352
Interest-bearing deposit — 30,580
Loan payable (542,684) (552,509)
Net assets $ 10,458,361 $ 7,796,423

Year ended December 31
2001 2000

Changes in net assets:
Net appreciation (depreciation) in fair value of investments  $ 2,690,085 % (2,163,678)

Dividends and interest 204,852 210,349
Employer contributions 236,244 280,142
Benefits paid to participants (428,296) (337,135)
Administrative and interest expenses (40,947) (119,962)
Increase (decrease) in net assets $ 2,661938 § (2,130,284)
9 (Continued)
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U.S.B. HOLDING CO., INC.
EMPLOYEE STOCK OWNERSHIP PLAN
(WITH 401(k) PROVISIONS)

Notes to Financial Statements

December 31, 2001 and 2000

Loan Payable and Unallocated Shares

The TPZ ESOP borrowed approximately $1.3 million from TPZ in 1995 and used the funds to purchase
shares of TPZ common stock. In connection with the merger of the TPZ ESOP into the Plan, the Plan
assumed the loan obligation of the TPZ ESOP. The Company assumed the loan receivable as part of its
acquisition of TPZ. Union State Bank, the Company’s bank subsidiary, makes monthly contributions to the
Plan sufficient to fund the debt service requirements over the term of the loan which matures in
October 2005.

Unallocated shares of Company common stock are held in a suspense account by the Plan trustee, and a
portion of these shares is allocated to all Plan participants at each year end. The number of unallocated
shares was 45,424 and 61,408 at December 31, 2001 and 2000, respectively. Prior to the merger of the TPZ
ESOP with the Plan, shares were allocated to TPZ participants only. Shares released from the suspense
account are allocated to participants on the basis of their relative compensation (as defined). Participants
become vested in the shares allocated to their respective accounts in the same manner as for Optional
Contributions (see note 1). Shares allocated to TPZ participants prior to merger of the TPZ ESOP and the
Plan became fully vested upon the acquisition of TPZ.

Income Tax Status

The Plan has received a tax determination letter dated November 26, 2001 from the Internal Revenue
Service stating that the Plan qualifies under the provisions of Code Section 401(a) and the trust is exempt
under Code Section 501(a). The Plan has been amended since receiving the determination letter. However,
the Plan Administrator believes that the Plan is designed and is currently being operated in compliance
with the applicable provisions of the Code.

Plan Termination

While it has not expressed any intention to do so, the Company has the right under the Plan to discontinue
its contributions at any time, and to terminate the Plan subject to the provisions of ERISA. In the event of
Plan termination, participants would become fully vested in their account balances.

10



EMPLOYEE STOCK OWNERSHIP PLAN

U.S.B. HOLDING CO., INC.

(WITH 401(k) PROVISIONS)

Schedule of Assets (Held at End of Year)

Identity of issuer, borrower,

Schedule H, Line 4i
December 31, 2001

Description of investment
including maturity date, rate of
interest, collateral, par, or

lessor, or similar party maturity value Cost Current value
U.S.B. Holding Co., Inc.* 1,412,914 common shares;
$0.01 par value 5,236,896 § 23,807,613
Shares of registered investment companies:
Washington Mutual Investors Fund, Inc. 30,694 units 374,505 906,937
AIM Constellation Fund 31,794 units 804,216 756,061
American Balanced Fund Class A 28,885 units 425,011 469,737
Fidelity Advisor Equity Growth Fund 8,102 units 447,597 432,044
Munder Index 500 Fund Class A 8,045 units 213,818 218,287
Ivy International Fund Class A 7,424 units 161,277 165,967
Putnam Diversified Income Trust Class A 13,049 units 121,175 125,533
PIMCO Total Return Fund Class A 5,616 units 57,137 62,684
2,604,736 3,137,250
Guaranteed investment contract:
MetLife Stable Value Fund 84,801 units 883,241 948,945
Interest-bearing investments:
Union State Bank* 1.25% money market deposit
account 48,279 48,279
Union State Bank* 1.50% golden statement savings
account 515,026 515,026
Merrill Lynch 2.15% cash management
account 318,414 318,414
881,719 881,719
Loans to participants* 5.75% - 10.50% 414,755 414,755
Total investments 10,021,347 §$ 29,190,282

* Party-in-interest to the Plan.

See accompanying independent auditors’ report.
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SIGNATURES

The Plan. Pursuant to the requirements of the Securities Exchange
Act of 1934, the Administrative Committee of the U.S.B. Holding Co., Inc. Employee Stock
Ownership Plan (With 401(k) Provisions) has duly caused this annual report to be signed on its
behalf by the undersigned hereunto duly authorized.

U.S.B. Holding Co., Inc. Employee Stock Ownership
Plan (With 401(k) Provisions)
(Name of plan)

Date June 26, 2002 By Q%w W&Jafu‘

Catherine Martini
Administrative Committee

390957_1



CONSENT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Trustees of the U.S.B. Holding Co., Inc.
Employee Stock Ownership Plan
(With 401(k) Provisions):

We consent to the incorporation by reference in the Registration Statement on Form S-8
(No. 333-43797) of our report dated June 24, 2002 relating to the statements of net assets
available for benefits of the U.S.B. Holding Co., Inc. Employee Stock Ownership Plan (With
401(k) Provisions) (the “Plan”) as of December 31, 2001 and 2000, and the related statements of
changes in net assets available for benefits for the years then ended and the related supplemental
schedule, which report appears in the Plan’s December 31, 2001 Annual Report on Form 11-K.

KPMe LP

Stamford, Connecticut
June 26, 2002



